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IN THE UNITED STATES BANKRUPTCY COURT  
FOR THE DISTRICT OF DELAWARE 

 
 
In re: 
 
RCS CAPITAL CORPORATION, et. al. 
 
  Debtors.1 

 
Chapter 11 
 
Case No. 16-10223 (MFW) 
 
(Jointly Administered) 
 
Ref. Docket Nos. 113 and 325 

 
NOTICE OF FILING OF BLACKLINE OF DEBTORS’ 

DISCLOSURE STATEMENT WITH RESPECT TO FIRST AMENDED 
JOINT PLAN OF REORGANIZATION FOR RCS CAPITAL CORPORATION AND 

ITS AFFILIATED DEBTORS UNDER CHAPTER 11 OF THE BANKRUPTCY CODE 
 

PLEASE TAKE NOTICE THAT on February 5, 2016, RCS Capital Corporation and 
its above-captioned affiliated debtors and debtors-in-possession (collectively, the “Debtors”) 
filed with the Court the Disclosure Statement With Respect to Joint Plan of Reorganization for 
RCS Capital Corporation and Its Affiliated Debtors Under Chapter 11 of the Bankruptcy Code 
[Docket No. 107]. 

 
PLEASE TAKE NOTICE THAT on February 9, 2016, the Debtors filed with the Court 

the Amended Disclosure Statement With Respect to Joint Plan of Reorganization for RCS 
Capital Corporation and Its Affiliated Debtors Under Chapter 11 of the Bankruptcy Code 
[Docket No. 113] (including all exhibits thereto, the “Amended Disclosure Statement”). 

 
PLEASE TAKE FURTHER NOTICE THAT on March 16, 2016, the Debtors filed the 

Disclosure Statement With Respect to First Amended Joint Plan of Reorganization for RCS 
Capital Corporation and Its Affiliated Debtors Under Chapter 11 of the Bankruptcy Code 
[Docket No. 325] (including all exhibits thereto, the “Further Amended Disclosure 
Statement”).  For ease of reference, attached hereto as Exhibit 1 is a copy of the Further 
Amended Disclosure Statement marked against the Amended Disclosure Statement (the 
“Blackline”). 

 

                                                 
1  The Debtors in these chapter 11 cases, along with the last four digits of their respective federal tax identification 
numbers, are: RCS Capital Corporation (4716); American National Stock Transfer, LLC (3206); Braves 
Acquisition, LLC (6437); DirectVest, LLC (9461); J.P. Turner & Company Capital Management, LLC (7535); RCS 
Advisory Services, LLC (4319); RCS Capital Holdings, LLC (9238); Realty Capital Securities, LLC (0821); SBSI 
Insurance Agency of Texas, Inc. (9203); SK Research, LLC (4613); Trupoly, LLC (5836); and We R 
Crowdfunding, LLC (9785).  The Debtors’ corporate headquarters and mailing address is located at 405 Park 
Avenue, 12th Floor, New York, NY 10022. 

Case 16-10223-MFW    Doc 327    Filed 03/16/16    Page 1 of 2



 

2 
   01:18438364.2 

PLEASE TAKE FURTHER NOTICE THAT the Debtors intend to seek the Court’s 
approval of the Further Amended Disclosure Statement at the hearing (the “Hearing”) currently 
scheduled for March 21, 2016 at 12:30 p.m. (ET).  The Debtors reserve all rights to modify the 
Further Amended Disclosure Statement at or prior to the Hearing. 
 
Dated: March 16, 2016 
 Wilmington, DE 

  
YOUNG CONAWAY STARGATT & TAYLOR, LLP 

  /s/ Ian J. Bambrick 
  Robert S. Brady (No. 2847) 

Edmon L. Morton (No. 3856) 
  Robert F. Poppiti, Jr. (No. 5052) 

Ian J. Bambrick (No. 5455) 
  Rodney Square 
  1000 North King Street 
  Wilmington, DE 19801 
  Telephone: (302) 571-6600 
  Facsimile: (302) 571-1256 
   
  -and- 
   
  DECHERT LLP 
  Michael J. Sage (admitted pro hac vice) 

Shmuel Vasser (admitted pro hac vice) 
Stephen M. Wolpert (admitted pro hac vice) 
Andrew C. Harmeyer (admitted pro hac vice) 

  1095 Avenue of the Americas 
  New York, NY 10036 
  Telephone: (212) 698-3500 

Facsimile: (212) 698-3599 
   
  COUNSEL TO THE DEBTORS AND 

DEBTORS-IN-POSSESSION 
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EXHIBIT 1 

Blackline 
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

_______________________________________
)

In re: ) Chapter 11
)

RCS CAPITAL CORPORATION, et. al.1  ) Case No. 16-10223 (MFW)
)

Debtors. ) Jointly Administered
)

_______________________________________)

AMENDED DISCLOSURE STATEMENT WITH RESPECT TO FIRST AMENDED
JOINT PLAN OF REORGANIZATION FOR RCS CAPITAL CORPORATION AND ITS

AFFILIATED DEBTORS UNDER CHAPTER 11 OF THE BANKRUPTCY CODE

DECHERT LLP YOUNG CONAWAY STARGATT & TAYLOR, LLP
Michael J. Sage (admitted pro hac vice) Robert S. Brady (No. 2847)
Shmuel Vasser (admitted pro hac vice) Edmon L. Morton (No. 3856)
Stephen M. Wolpert (admitted pro hac vice) Robert F. Poppiti, Jr. (No. 5052)
Andrew C. Harmeyer (admitted pro hac vice)Janet Bollinger Doherty Ian J. Bambrick (No. 5455)
Andrew C. Harmeyer Rodney Square
1095 Avenue of the Americas Rodney Square, 1000 North King Street
New York, NY 10036 Wilmington, Delaware 19801
Telephone: (212) 698-3500 Telephone: (302) 571-6600
Facsimile: (212) 698-3599 Facsimile: (302) 571-1253

Dated:  February 9,March 16, 2016

1  The Debtors in these chapter 11 cases, along with the last four digits of their respective federal tax identification 
numbers, are: RCS Capital Corporation (4716); American National Stock Transfer, LLC (3206); Braves 
Acquisition, LLC (6437); DirectVest, LLC (9461); J.P. Turner & Company Capital Management, LLC (7535); 
Realty Capital Securities, LLC (0821); RCS Advisory Services, LLC (4319); RCS Capital Holdings, LLC (9238); 
SBSI Insurance Agency of Texas Inc. (9203); SK Research LLC (4613); Trupoly, LLC (5836); and We R 
Crowdfunding, LLC (9785).  The Debtors’ corporate headquarters and mailing address is located at 405 Park 
Avenue, 12th Floor, New York, NY 10022.

2190709922091598.7

THIS DISCLOSURE STATEMENT IS BEING SUBMITTED FOR APPROVAL FROM, BUT HAS
NOT BEEN APPROVED BY, THE BANKRUPTCY COURT.  THIS IS NOT A SOLICITATION OF
ACCEPTANCE OR REJECTION OF THE PLAN.  ACCEPTANCES OR REJECTIONS MAY NOT
BE SOLICITED UNTIL A DISCLOSURE STATEMENT HAS BEEN APPROVED BY THE
BANKRUPTCY COURT.
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ARTICLE I.

INTRODUCTION

General.1.1

RCS Capital Corporation (“RCS Capital Corporation” or “Holdings”); American
National Stock Transfer, LLC; Braves Acquisition, LLC; DirectVest, LLC; J.P. Turner &
Company Capital Management, LLC; Realty Capital Securities, LLC; RCS Advisory Services,
LLC; RCS Capital Holdings, LLC; SBSI Insurance Agency of Texas, Inc.; SK Research, LLC;
Trupoly, LLC; and We R Crowdfunding, LLC (collectively, the “Debtors”), as debtors and
debtors-in-possession in chapter 11 cases pending before the United States Bankruptcy Court for
the District of Delaware (the “Bankruptcy Court”), jointly administered under Case No.
16-10223 (MFW), submit this disclosure statement (this “Disclosure Statement”) pursuant to
section 1125 of title 11 of the United States Code (the “Bankruptcy Code”), in connection with
the solicitation of votes on the Joint Plan of Reorganization of RCS Capital Corporation and its
Affiliated Debtors and Debtors in Possession Under Chapter 11 of the Bankruptcy Code (the
“Plan”), dated January 31, 2016.  A copy of the Plan is attached as Exhibit 1 to this Disclosure
Statement.

This Disclosure Statement is designed to provide holders of Claims in voting Classes
with adequate information in order to make an informed decision about whether to vote to accept
or reject the Plan.  This Disclosure Statement sets forth certain information regarding the
Debtors’ prepetition capital structure and business operations, important developments leading to
the commencement of the chapter 11 cases, and important developments that have occurred
during these chapter 11 cases.  This Disclosure Statement also describes terms and provisions of
the Plan, including certain effects of confirmation of the Plan, certain risk factors associated with
the Plan, potential alternatives to the Plan, the manner in which distributions will be made under
the Plan if the Plan is confirmed and becomes effective, and related matters.  In addition, this
Disclosure Statement discusses the confirmation process and the voting procedures that holders
of Claims entitled to vote under the Plan must follow for their votes to be counted.

THE DEBTORS, THE REQUIRED CONSENTING FIRST LIEN LENDERS, THE
REQUIRED CONSENTING SECOND LIEN LENDERS, AND LUXOR SUPPORT
CONFIRMATION OF THE PLAN.  THE DEBTORS RECOMMEND THAT HOLDERS
OF CLAIMS IN CLASSES 2, 3 AND 5 VOTE TO ACCEPT THE PLAN, AS THE PLAN
PROVIDES THE BEST AVAILABLE RECOVERY TO CREDITORS IN SUCH
CLASSES.  THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS IS 
UNABLE, AT THIS TIME, TO RECOMMEND THAT CREDITORS VOTE IN FAVOR 
OF, OR AGAINST, THE PLAN. PLEASE SEE THE ENCLOSED CORRESPONDENCE 
REGARDING THE COMMITTEE’S POSITION AND CONTINUING 
INVESTIGATION.

Except as otherwise provided herein, capitalized terms used but not otherwise defined in
this Disclosure Statement have the meanings ascribed to them in the Plan.  Unless otherwise
noted herein, all dollar amounts provided in this Disclosure Statement and in the Plan are given

2190709922091598.7
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in United States dollars.  To the extent the Plan is inconsistent with this Disclosure Statement,
the provisions of the Plan will control.

The Plan and this Disclosure Statement are the result of months of discussions followed
by extensive and vigorous negotiations among the Company, its primary secured lenders and its
largest unsecured creditor.  The culmination of these negotiations was the entry into a
restructuring support agreement (the “Restructuring Support Agreement” or “RSA”), upon
which the Plan is premised, by and among the Company and the holders of approximately 92.5%
of the principal amount of the First Lien Facility, holders of approximately 87.6% of the
principal amount of the Second Lien Facility, and holders of over $135 million in unsecured
claims, representing the overwhelming majority of the unsecured claims against the Debtors
(collectively, the “Supporting Creditors”).  The Debtors firmly believe the RSA—with the
requisite support necessary to confirm a plan under 1126(c) of the Bankruptcy Code—puts the
Debtors on firm footing to expeditiously prosecute these cases to conclusion.

  As described in more detail below, the Plan provides for, among other things, (i) an
injection of $150 million to $170 million dollars of incremental liquidity to fund, among other
things, the Debtors’ working capital needs and a critical retention program for the independent
financial advisors, (ii) a deleveraging of the Debtors’ balance sheet by over $200 million,
including the conversion of $100 million of first and second lien secured debt into equity of
Reorganized Holdings, (iii) the reduction in interest expense on an annual basis, (iv) recoveries
for unsecured creditors through the establishment and funding of a creditor trust, and (v) the
cancellation of all existing preferred and common equity securities in RCS Capital Corporation.
As part of the global compromise embodied in the Restructuring Support Agreement and the
Plan, the Prepetition Secured Parties agreed to provide additional value to unsecured creditors
through a creditor trust that otherwise would be largely unavailable without such compromise.
The key components of the Plan are as follows:

• Payment in full, in cash, of all Allowed Administrative Claims, Priority
Tax Claims, statutory fees, Other Priority Claims and Other Secured Claims;

• The establishment and funding of a creditor trust (the “Creditor Trust”)
with the following: (i) the Creditor Assets, consisting of $12 million in Cash and warrants to
purchase up to 10% of the new equity issued by Reorganized Holdings, (ii) the Litigation Assets,
consisting of certain claims and causes of action held by the Debtors, their respective estates, and
certain of the Debtors’ subsidiaries; (iii) the right to prosecute the causes of action transferred to
the Creditor Trust; and (iv) the right to prosecute, object to, settle, or otherwise resolve all
General Unsecured Claims;

• Each holder of a Convertible Note Claim, Senior Unsecured Note Claim,
or General Unsecured Claim will receive Class A Units in the Creditor Trust entitling it to
receive its pro rata share of the Creditor Trust Assets available for distribution, which will be
distributed in accordance with the Creditor Trust Distribution Schedule and Section 6.11 of the
Plan;

  2
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• The conversion of $50 million of the Claims under the First Lien Facility
into 38.75% of the equity in Reorganized Holdings, with the remainder of the claims under the
First Lien Facility receiving a pro rata share of a $500 million new second lien term facility;

• The conversion of $50 million of the Claims under the Second Lien
Facility into 38.75% of the equity in Reorganized Holdings;

• The capping of the Second Lien Deficiency Claims at $105 million, with
Second Lien Lenders agreeing to waive any distributions on account of the Second Lien
Deficiency Claim from (a) the Creditor Assets and (b) the first $30 million in proceeds received
by the Creditor Trust from the Litigation Assets, which shall be distributed in accordance with
the Creditor Trust Distribution Schedule and Section 6.11 of the Plan;

• Entry into a $100 million new secured superpriority debtor-in-possession
facility provided by certain existing First Lien Lenders and Second Lien Lenders, which will, on
the Effective Date, be repaid with proceeds from a new $150 million first lien term facility; and

• The cancellation of all existing Preferred Stock and existing common
equity interests in RCS Capital Corporation.

The Company and each of the Supporting Creditors believebelieves that the proposed
restructuring under the Plan is extremely favorable for all creditors because it achieves a
deleveraging of the Company’s balance sheet through consensus with the overwhelming
majority of the Company’s creditors and eliminates potential deterioration of value that could
otherwise result from a protracted and contentious bankruptcy case.  The significant support
obtained by the Company pursuant to the Restructuring Support Agreement provides a fair and
reasonable path for an expeditious consummation of the Plan and the preservation of the ongoing
businesses.

Additionally, as described in Section 7.6 herein, the Plan provides for certain
releases of Claims against, among others, the Debtors, the Reorganized Debtors, the parties
to the Restructuring Support Agreement, the Creditor Trust Administrator, the Creditor
Trust Board, and each of their professionals, employees, officers and directors.

On [●], 2016 after notice and a hearing, the Bankruptcy Court entered an order approving
this Disclosure Statement as containing adequate information of a kind and in sufficient detail to
enable hypothetical, reasonable investors typical of the Debtors’ creditors to make an informed
judgment whether to accept or reject the Plan.  APPROVAL OF THIS DISCLOSURE
STATEMENT DOES NOT, HOWEVER, CONSTITUTE A DETERMINATION BY THE
BANKRUPTCY COURT AS TO THE FAIRNESS OR MERITS OF THE PLAN.

HOLDERS OF CLAIMS AGAINST, AND HOLDERS OF INTERESTS IN, THE
DEBTORS ARE ENCOURAGED TO READ AND CAREFULLY CONSIDER THE
MATTERS DESCRIBED IN THIS DISCLOSURE STATEMENT.

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACCORDANCE
WITH SECTION 1125 OF THE BANKRUPTCY CODE AND RULE 3016(c) OF THE
FEDERAL RULES OF BANKRUPTCY PROCEDURE AND NOT NECESSARILY IN

  3
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ACCORDANCE WITH FEDERAL OR STATE SECURITIES LAWS OR OTHER
NON-BANKRUPTCY LAW.  THIS DISCLOSURE STATEMENT WAS PREPARED TO
PROVIDE PARTIES IN INTEREST IN THESE CASES WITH “ADEQUATE
INFORMATION” (AS DEFINED IN THE BANKRUPTCY CODE) SO THAT THOSE
CREDITORS WHO ARE ENTITLED TO VOTE WITH RESPECT TO THE PLAN CAN
MAKE AN INFORMED JUDGMENT ABOUT THE PLAN.

THIS DISCLOSURE STATEMENT HAS NOT BEEN FILED WITH, NOR
REVIEWED BY, AND THE SECURITIES TO BE ISSUED ON OR AFTER THE EFFECTIVE
DATE WILL NOT HAVE BEEN THE SUBJECT OF A REGISTRATION STATEMENT
FILED WITH, THE SECURITIES AND EXCHANGE COMMISSION (THE “S.E.C.”)
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR
WITH ANY OTHER SECURITIES REGULATORY AUTHORITY OF ANY STATE UNDER
ANY STATE SECURITIES OR “BLUE SKY” LAWS.  THE PLAN HAS NOT BEEN
APPROVED OR DISAPPROVED BY THE S.E.C., ANY OTHER SECURITIES
REGULATORY AUTHORITY, OR ANY STATE SECURITIES COMMISSION, AND
NEITHER THE S.E.C., NOR ANY OTHER SECURITIES REGULATORY AUTHORITY,
NOR ANY STATE SECURITIES COMMISSION HAS PASSED UPON THE ACCURACY
OR ADEQUACY OF THE INFORMATION CONTAINED HEREIN.  ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.  THIS
DISCLOSURE STATEMENT DOES NOT CONSTITUTE AN OFFER OR SOLICITATION
IN ANY STATE OR OTHER JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION IS NOT AUTHORIZED.

THE DEBTORS BELIEVE THAT THE SOLICITATION OF VOTES ON THE PLAN
MADE BY THIS DISCLOSURE STATEMENT, AND THE OFFER OF THE NEW
SECURITIES THAT MAY BE DEEMED TO BE MADE PURSUANT TO THE
SOLICITATION, ARE EXEMPT FROM REGISTRATION UNDER THE SECURITIES ACT
AND RELATED STATE STATUTES BY REASON OF THE EXEMPTION PROVIDED BY
SECTION 1145(a) OF THE BANKRUPTCY CODE OR OTHER APPLICABLE
EXEMPTIONS, AND EXPECT THAT THE ISSUANCE OF THE SECURITIES UNDER THE
PLAN WILL BE EXEMPT FROM REGISTRATION UNDER THE SECURITIES ACT AND
RELATED STATE STATUTES BY REASON OF THE APPLICABILITY OF SECTIONS
1145(a)(1) AND (2) OF THE BANKRUPTCY CODE AND SECURITIES ACT SECTION
4(2), OR OTHER APPLICABLE EXEMPTIONS.

THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT IS
INCLUDED HEREIN FOR PURPOSES OF SOLICITING ACCEPTANCES OF THE PLAN
AND MAY NOT BE RELIED UPON FOR ANY PURPOSE OTHER THAN TO DETERMINE
HOW TO VOTE ON THE PLAN.  NO PERSON IS AUTHORIZED BY THE DEBTORS IN
CONNECTION WITH THE PLAN OR THE SOLICITATION OF ACCEPTANCES OF THE
PLAN TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATION OTHER
THAN AS CONTAINED IN THIS DISCLOSURE STATEMENT AND THE EXHIBITS AND
SCHEDULES ATTACHED HERETO OR INCORPORATED BY REFERENCE OR
REFERRED TO IN THE DISCLOSURE STATEMENT AND/OR PLAN, AND, IF GIVEN OR
MADE, SUCH INFORMATION OR REPRESENTATION MAY NOT BE RELIED UPON AS

  4
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HAVING BEEN AUTHORIZED BY THE DEBTORS.  ALTHOUGH THE DEBTORS WILL
MAKE AVAILABLE TO ALL PARTIES ENTITLED TO VOTE ON THE PLAN SUCH
ADDITIONAL INFORMATION AS MAY BE REQUIRED BY APPLICABLE LAW PRIOR
TO THE VOTING DEADLINE, THE DELIVERY OF THIS DISCLOSURE STATEMENT
WILL NOT UNDER ANY CIRCUMSTANCES IMPLY THAT THE INFORMATION
HEREIN IS CORRECT AS OF ANY TIME SUBSEQUENT TO THE DATE HEREOF.

EXCEPT WHERE SPECIFICALLY NOTED, THE FINANCIAL INFORMATION
CONTAINED HEREIN HAS NOT BEEN AUDITED BY A CERTIFIED PUBLIC
ACCOUNTANT AND HAS NOT BEEN PREPARED IN ACCORDANCE WITH
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

FOR THE CONVENIENCE OF HOLDERS OF CLAIMS AND INTERESTS, THIS
DISCLOSURE STATEMENT SUMMARIZES THE TERMS OF THE PLAN, BUT THE
PLAN ITSELF QUALIFIES ALL SUMMARIES THEREOF.  IF ANY INCONSISTENCY
EXISTS BETWEEN THE PLAN OR THE APPLICABLE PLAN DOCUMENTS AND THIS
DISCLOSURE STATEMENT, THE TERMS OF THE PLAN OR THE APPLICABLE PLAN
DOCUMENTS ARE CONTROLLING.  THE DISCLOSURE STATEMENT MAY NOT BE
RELIED ON FOR ANY PURPOSE OTHER THAN TO DETERMINE WHETHER TO VOTE
TO ACCEPT OR REJECT THE PLAN, AND NOTHING STATED HEREIN WILL
CONSTITUTE AN ADMISSION OF ANY LIABILITY BY ANY PARTY, OR BE DEEMED
CONCLUSIVE EVIDENCE OF THE TAX OR OTHER LEGAL EFFECTS OF THE PLAN ON
THE DEBTORS OR HOLDERS OF CLAIMS OR INTERESTS.

THIS DISCLOSURE STATEMENT CONTAINS FORWARD-LOOKING
STATEMENTS BASED PRIMARILY ON THE CURRENT EXPECTATIONS OF THE
DEBTORS AND PROJECTIONS ABOUT FUTURE EVENTS AND FINANCIAL TRENDS
AFFECTING THE FINANCIAL CONDITION OF THE DEBTORS’ AND THE
REORGANIZED DEBTORS’ BUSINESSES.  IN PARTICULAR, STATEMENTS USING
WORDS SUCH AS “BELIEVE,” “MAY,” “ESTIMATE,” “CONTINUE,” “ANTICIPATE,”
“INTEND,” “EXPECT” AND SIMILAR EXPRESSIONS IDENTIFY THESE
FORWARD-LOOKING STATEMENTS.  THESE FORWARD-LOOKING STATEMENTS
ARE SUBJECT TO A NUMBER OF RISKS, UNCERTAINTIES AND ASSUMPTIONS,
INCLUDING THOSE DESCRIBED BELOW UNDER ARTICLE XI.  IN LIGHT OF THESE
RISKS AND UNCERTAINTIES, THE FORWARD-LOOKING EVENTS AND
CIRCUMSTANCES DISCUSSED IN THIS DISCLOSURE STATEMENT MAY NOT
OCCUR, AND ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE
ANTICIPATED IN THE FORWARD-LOOKING STATEMENTS.  CONSEQUENTLY, THE
PROJECTED FINANCIAL INFORMATION AND OTHER FORWARD-LOOKING
STATEMENTS CONTAINED HEREIN SHOULD NOT BE REGARDED AS
REPRESENTATIONS BY ANY OF THE DEBTORS, THE REORGANIZED DEBTORS,
THEIR ADVISORS OR ANY OTHER PERSON THAT THE PROJECTED FINANCIAL
CONDITIONS OR RESULTS OF OPERATIONS CAN OR WILL BE ACHIEVED.  EXCEPT
AS OTHERWISE REQUIRED BY LAW, NEITHER THE DEBTORS NOR THE
REORGANIZED DEBTORS UNDERTAKE ANY OBLIGATION TO UPDATE OR REVISE
PUBLICLY ANY FORWARD-LOOKING STATEMENTS, WHETHER AS A RESULT OF
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NEW INFORMATION, FUTURE EVENTS OR OTHERWISE FOLLOWING APPROVAL OF
THIS DISCLOSURE STATEMENT BY THE BANKRUPTCY COURT.

SUMMARIES OF CERTAIN PROVISIONS OF AGREEMENTS REFERRED TO IN
THIS DISCLOSURE STATEMENT DO NOT PURPORT TO BE COMPLETE AND ARE
SUBJECT TO, AND ARE QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO, THE
FULL TEXT OF THE APPLICABLE AGREEMENT, INCLUDING THE DEFINITIONS OF
TERMS CONTAINED IN SUCH AGREEMENT.

THIS DISCLOSURE STATEMENT WILL NOT BE CONSTRUED TO BE
CONCLUSIVE ADVICE ON THE TAX OR OTHER LEGAL EFFECTS TO ANY PERSON
OR ENTITY THAT MAY RESULT FROM CONSUMMATION OF THE PLAN OR THE
TRANSACTIONS CONTEMPLATED BY THE PLAN.  AS TO CONTESTED MATTERS,
ADVERSARY PROCEEDINGS, AND OTHER ACTIONS OR THREATENED ACTIONS,
THIS DISCLOSURE STATEMENT AND THE STATEMENTS MADE HEREIN WILL
NEITHER CONSTITUTE NOR BE CONSTRUED AS AN ADMISSION, STIPULATION,
WAIVER, EVIDENCE OR FINDING OF FACT, BUT RATHER A STATEMENT OR
STATEMENTS MADE IN SETTLEMENT NEGOTIATIONS.

IF THE PLAN IS CONFIRMED BY THE BANKRUPTCY COURT AND THE
EFFECTIVE DATE OCCURS, ALL HOLDERS OF CLAIMS AND INTERESTS
(INCLUDING HOLDERS OF CLAIMS WHO DO NOT SUBMIT BALLOTS TO ACCEPT OR
REJECT THE PLAN OR WHO ARE NOT ENTITLED TO VOTE ON THE PLAN) WILL BE
BOUND BY THE TERMS OF THE PLAN AND THE RESTRUCTURING TRANSACTIONS
CONTEMPLATED THEREBY.

All Exhibits to the Plan will be filed with the Bankruptcy Court and will be available for
review, free of charge, at (http://cases.primeclerk.com/rcscapital) (the “Website”) not later than
ten (10) days before the Voting Deadline (defined herein).  Copies of all Exhibits to the Plan also
may be obtained, free of charge, from Prime Clerk LLC. (“Prime Clerk” or the “Voting
Agent”) by calling (855) 410-7357 (U.S. and Canada) or (646) 795-6963 (International), or by
emailing rcsballots@primeclerk.com.

In addition, if you are a holder of a Claim entitled to vote on the Plan and did not receive
a ballot, received a damaged ballot or lost your ballot, or if you have any questions concerning
the procedures for voting on the Plan, please contact the Voting Agent by calling (855) 410-7357
(U.S. and Canada) or (646) 795-6963 (International), or by emailing rcsballots@primeclerk.com.

The Confirmation Hearing.1.2

In accordance with an order from the Bankruptcy Court approving this Disclosure
Statement under section 1128 of the Bankruptcy Code, a hearing to be held before the Honorable
Mary F. Walrath, United States Bankruptcy Judge, at Courtroom #4 of the Bankruptcy Court,
824 Market Street N, Wilmington, Delaware 19801, on [DATE] at [TIME] (Eastern Time),
will be scheduled to consider confirmation of the Plan.  The Debtors will request confirmation of
the Plan, as it may be modified from time to time, under section 1129(b) of the Bankruptcy
Code, and they have reserved the right, with the consent of the Required Consenting Lenders, to
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modify the Plan to the extent, if any, that confirmation pursuant to section 1129(b) of the
Bankruptcy Code requires modification.  Objections, if any, to confirmation of the Plan must be
served and filed so that they are received on or before [DATE] at [TIME] (Eastern Time).  The
hearing on confirmation of the Plan may be adjourned from time to time without further notice,
except for the announcement of the adjourned date and time at the hearing on confirmation or
any adjournment thereof.

Administrative and Priority Claims.1.3

In accordance with section 1123(a)(1) of the Bankruptcy Code, U.S. Trustee Fees,
Administrative Claims, Professional Fee Claims, Priority Tax Claims and DIP Claims have not
been classified under the Plan.  Each of these Claims will be satisfied as detailed in Section 4.2
below.

Classification of Claims and Interests.1.4

The following table designates the Classes of Claims against and Interests in the Debtors,
for all purposes, including voting, confirmation and Distributions pursuant to the Plan and
pursuant to sections 1122 and 1123(a)(1) of the Bankruptcy Code.  The following table specifies
which of those Classes are (i) Impaired or Unimpaired by the Plan, (ii) entitled to vote to accept
or reject the Plan in accordance with section 1126 of the Bankruptcy Code, and (iii) deemed to
accept or reject the Plan.  A Claim or Interest will be deemed classified in a particular Class only
to the extent that the Claim or Interest qualifies within the description of that Class and will be
deemed classified in a different Class to the extent that any remainder of such Claim or Interest
qualifies within the description of such different Class; provided, however, that any Claim
classified in Class 6 shall not be classified in any other Class.  A Claim or Interest is in a
particular Class only to the extent that such Claim or Interest is Allowed in that Class and has
not been paid or otherwise satisfied prior to the Effective Date.
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Class Designation Impairment Recovery2 and Treatment Entitled 
to Vote

Class
1

Priority Claims No 100%

The Debtors estimate that there will be
up to approximately $2 million of
Allowed Priority Claims.

Except to the extent that a holder of an
Allowed Priority Claim agrees to a
less favorable treatment, each holder
of an Allowed Priority Claim will
receive, in full satisfaction, settlement,
release, and discharge of, and in
exchange for such Priority Claim,
Cash in the full amount of such
Allowed Priority Claim on the
Effective Date or, if later, the first
Business Day after the date such
Priority Claim becomes Allowed.

No
(deemed
to accept)

Class
2

First Lien
Claims

Yes 90% to 100%3

The First Lien Claims as of the
Petition Date will be Allowed in the
aggregate amount of $556.0 million.34

On the Effective Date, (i) in exchange
for and in full satisfaction, settlement,
release, and discharge of its Pro Rata
share of $50 million of the aggregate
amount of Allowed First Lien Claims,
each holder of an Allowed First Lien
Claim shall receive its Pro Rata Share
of 38.75% of the Reorganized
Holdings Equity Interests, and (ii) in
exchange for and in full satisfaction,

Yes

2   For a discussion of the estimated ranges of recovery rates, see Section 8.28.1(c), “Creditors’ Estimated Recovery 
Rates,” of this Disclosure Statement. 

3  The 90-100% estimated recovery for holders of First Lien Claims is based solely on the face value of the New 
Second Lien Facility and does not reflect the implied or expected trading value of the New Second Lien Facility.

34  Notwithstanding the Allowed amount of the First Lien Claims, solely to the extent of their treatment under 
thisthe Plan, the amount of the First Lien Claims will be deemed to be $550 million.   Agreement to this 
treatment under the Plan shall not be deemed a waiver or admission that the holders of First Lien Claims are in 

�any way not entitled to the full value of their Claims for any other purpose.
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Class Designation Impairment Recovery2 and Treatment Entitled 
to Vote

settlement, release, and discharge of its
Pro Rata share of $500 million of the
aggregate amount of Allowed First
Lien Claims, each holder of an
Allowed First Lien Claim shall receive
its Pro Rata share of the New Second
Lien Facility.

Class
3

Second Lien
Claims

Yes 0% to 36%

The Second Lien Claims will be
Allowed in the aggregate amount of
$153.2 million, with $50 million of
such Allowed Claims to be treated as
Secured Second Lien Claims and
$103.2 million to be treated as Second
Lien Deficiency Claims.

On the Effective Date (i) in exchange
for and in full satisfaction, settlement,
release, and discharge of its Pro Rata
share of the aggregate Allowed
Secured Second Lien Claims, each
holder of an Allowed Second Lien
Claim shall receive its Pro Rata Share
of 38.75% of the Reorganized
Holdings Equity Interests, and (ii) in
exchange for and in full satisfaction,
settlement, release, and discharge of its
Pro Rata share of the aggregate
Allowed Second Lien Deficiency
Claims, each holder of an Allowed
Second Lien Claim will receive its Pro
Rata share of Class B Units, entitling
the holders thereof to receive a share
of the distributions of the Litigation
Asset Proceeds allocated to the holders
of Class B Units pursuant to the
Creditor Trust Distribution Schedule.
For the avoidance of doubt, holders of
Allowed Second Lien Claims will
waive all rights to and will not receive
any distributions of Creditor Assets or

Yes
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Class Designation Impairment Recovery2 and Treatment Entitled 
to Vote

the proceeds thereof from the Creditor
Trust.

Class
4

Other Secured
Claims

No 100%

The Debtors estimate that Other
Secured Claims will be de minimis.

Unless a holder of an Allowed Other
Secured Claim agrees to a less
favorable treatment, in full
satisfaction, settlement, release, and
discharge of, and in exchange for, such
Allowed Other Secured Claim, on the
Effective Date, each Allowed Other
Secured Claim shall be Reinstated, or,
at the option of the Debtors or the
Reorganized Debtors with the consent
of the Required Consenting Lenders,
each holder of an Allowed Other
Secured Claim shall receive, either (i)
Cash in the full amount of such
Allowed Other Secured Claim,
including any postpetition interest
Allowed pursuant to section 506(b) of
the Bankruptcy Code, (ii) the net
proceeds of the sale or disposition of
the collateral securing such Allowed
Other Secured Claim to the extent of
the value of the holder’s secured
interest in such collateral, (iii) the
collateral securing such Allowed Other
Secured Claim, or (iv) such other
Distribution as necessary to satisfy the
requirements of section 1129 of the
Bankruptcy Code on account of such
Allowed Other Secured Claim.

No
(deemed
to accept)

Class
5

General
Unsecured
Claims

Yes 6%45 Yes

45   The 6% projected recovery on account of General Unsecured Claims is based on (i) approximately $201.5 
million in claims and (ii) $13 million (cash and new warrants) in assets available for distributions, without taking 
into account the value of litigation assets and costs of administration of the Creditors Trust.
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Class Designation Impairment Recovery2 and Treatment Entitled 
to Vote

On the Effective Date, each holder of
an Allowed General Unsecured Claim,
in exchange for and in full satisfaction,
settlement, release, and discharge of
such Allowed General Unsecured
Claim, shall be deemed to receive its
Pro Rata share of Class A Units,
entitling the holders thereof to receive
a share of the Creditor Trust Assets
allocated to holders of General
Unsecured Claims in accordance with
the Creditor Trust Distribution
Schedule and Section 6.11 of the Plan.
Each holder of a General Unsecured
Claim shall be permitted to reduce its
Claim to $[ ●]2,000 and receive, in lieu
of the Distribution provided to holders
of Claims in Class 5, Distribution as if
the Claim is a Class 6 Convenience
Class Claim.

Class
6

Convenience
Class

No 100%

Each holder of an Allowed
Convenience Class Claim will receive
in exchange for and in full satisfaction,
settlement, release, and discharge of
such Allowed Convenience Class
Claim, payment in full in Cash from
the Reorganized Debtors on or as soon
as reasonably practicable after the
Effective Date in an amount not to
exceed $[ ●].2,000.

No
(deemed
to accept)

Class
7

Subordinated
Claims

Yes Each holder of a Subordinated Claim
shall receive no Distribution.

No
(deemed
to reject)
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Class Designation Impairment Recovery2 and Treatment Entitled 
to Vote

Class
8

Intercompany
Claims

No On the Effective Date, each
Intercompany Claim shall be
reinstated or extinguished in the
discretion of the Debtors with the
written consent of the Required
Consenting Lenders.

No
(deemed
to accept)

Class
9

Intercompany
Interests

No On the Effective Date, each Class 9
Intercompany Interest will be
Reinstated.

No
(deemed
to accept)

Class
10

Holdings Equity
Interests and 
Purchase-Relate
d Claims

Yes Each holder of a Holdings Equity 
Interest or Claim against Holdings in 
the Weston Securities Litigation shall 
receive no Distribution on account of 
such Interest or Claim.  All Holdings
Equity Interests in Class 10 will be
deemed cancelled as of the Effective
Date.

No
(deemed
to reject)

The table set forth above provides a brief summary of the classification and treatment of
Claims and Interests and the estimated recovery distributable to the holders of such Claims and
Interests under the Plan.  The table also identifies which Classes are entitled to vote on the Plan
based on provisions of the Bankruptcy Code.  The information set forth in the table is for
convenience of reference only.  Each holder of a Claim or Interest should refer to Sections 2, 3
and 4 of the Plan and the Liquidation Analysis annexed as Exhibit 2 hereto (the “Liquidation
Analysis”) for a full understanding of the classification and treatment of Claims and Interests
provided under the Plan.

THE ESTIMATES SET FORTH IN THE TABLE ABOVE MAY DIFFER FROM
ACTUAL DISTRIBUTIONS BY REASON OF, AMONG OTHER THINGS, VARIATIONS IN
THE ASSERTED OR ESTIMATED AMOUNTS OF ALLOWED CLAIMS AND THE
EXISTENCE OF DISPUTED CLAIMS.  STATEMENTS REGARDING PROJECTED
AMOUNTS OF CLAIMS OR DISTRIBUTIONS (OR THE VALUE OF SUCH
DISTRIBUTIONS) ARE ESTIMATES BY THE DEBTORS BASED ON INFORMATION AS
OF THE DATE HEREOF AND ARE NOT REPRESENTATIONS AS TO THE ACCURACY
OF THESE AMOUNTS.  THE FINAL AMOUNTS OF ALLOWED CLAIMS MAY VARY
SIGNIFICANTLY FROM THESE ESTIMATES.  FOR AN EXPLANATION OF THE BASIS
FOR THE LIMITATIONS AND UNCERTAINTIES REGARDING THESE CALCULATIONS,
SEE ARTICLE XI (“CERTAIN RISK FACTORS TO BE CONSIDERED”), BELOW.

 12

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 17 of 170



Voting; Holders of Claims Entitled to Vote.1.5

Pursuant to the provisions of the Bankruptcy Code, only holders of allowed claims or
equity interests in classes of claims or equity interests that are Impaired and not deemed to have
rejected a plan are entitled to vote to accept or reject a plan.  Generally, a claim or interest is
Impaired under the Plan if the holder’s legal, equitable or contractual rights are altered under
such plan.  Classes of claims or equity interests under a chapter 11 plan in which the holders of
claims or equity interests are Unimpaired are deemed to have accepted such plan and are not
entitled to vote to accept or reject the proposed plan.  In addition, classes of claims or equity
interests in which the holders of claims or equity interests will not receive or retain any property
on account of their claims or equity interests are deemed to have rejected the plan and are not
entitled to vote to accept or reject the plan.

The Bankruptcy Code defines “acceptance” of a plan by a class of claims as acceptance
by creditors in that class that hold at least two-thirds (2/3) in dollar amount and more than
one-half (1/2) in number of the claims held by non-insiders that cast ballots for acceptance or
rejection of such plan (such vote, the “Requisite Acceptances”).  Your vote to accept or reject
the Plan is important.  The Bankruptcy Code requires as a condition to confirmation of a plan
that each class that is Impaired and entitled to vote under a plan vote to accept such plan, unless
the provisions of section 1129(b) of the Bankruptcy Code are met.

If a Class of Claims entitled to vote on the Plan rejects the Plan, the Debtors, reserve the
right to amend the Plan (subject to the prior written consent of the Required Consenting Lenders)
and/or to request confirmation of the Plan pursuant to section 1129(b) of the Bankruptcy Code.
Section 1129(b) of the Bankruptcy Code permits the confirmation of a plan notwithstanding the
non-acceptance of a plan by one or more Impaired classes of Claims or Interests, so long as at
least one Impaired class of Claims or Interests, excluding the votes of insiders, votes to accept
the plan.  Under that section of the Bankruptcy Code, a plan may be confirmed by a bankruptcy
court if it does not “discriminate unfairly” and is “fair and equitable” with respect to each
non-accepting class.

If you are entitled to vote to accept or reject the Plan, a ballot is enclosed for the purpose
of voting on the Plan (a “Ballot”).  This Disclosure Statement, the Exhibits attached hereto, and
the Plan and related documents are the only materials the Debtors are providing to creditors for
their use in determining whether to vote to accept or reject the Plan, and such materials may not
be relied upon or used for any purpose other than to vote to accept or reject the Plan.  If you
believe that you are entitled to vote to accept or reject the Plan and you did not receive a Ballot,
please consult with your counsel and/or contact the Voting Agent by telephone at (855)
410-7357 (U.S. and Canada) or (646) 795-6963 (International), or by emailing
rcsballots@primeclerk.com, or at the address listed below.

Please complete, execute and return your Ballot(s) (a) in the provided postage prepaid
envelope, (b) via electronic mail to rcsballots@primeclerk.com or (c) by first class mail,
overnight courier or hand delivery to:
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RCS Balloting Processing Center
c/o Prime Clerk LLC
830 3rd Avenue, 9th Floor
New York, NY 10022

PLEASE REFER TO THE INSTRUCTIONS ACCOMPANYING THE BALLOTS FOR
MORE INFORMATION REGARDING VOTING REQUIREMENTS TO ENSURE THAT
YOUR BALLOT IS PROPERLY AND TIMELY SUBMITTED SUCH THAT YOUR VOTE
MAY BE COUNTED.

TO BE COUNTED, YOUR PROPERLY COMPLETED BALLOT INDICATING
ACCEPTANCE OR REJECTION OF THE PLAN MUST BE ACTUALLY RECEIVED BY
THE VOTING AGENT NO LATER THAN [DATE], EASTERN TIME, ON [TIME] (the
“Voting Deadline”) UNLESS THE DEADLINE IS EXTENDED BY THE DEBTORS WITH
THE CONSENT OF THE REQUIRED CONSENTING LENDERS.  YOUR BALLOT MAY
BE SENT VIA THE PROVIDED POSTAGE PREPAID ENVELOPE, ELECTRONIC MAIL,
FIRST CLASS MAIL, OVERNIGHT COURIER OR HAND DELIVERY, AS INSTRUCTED
IN THE BALLOT.

The Ballots have been specifically designed for the purpose of soliciting votes on the
Plan from the Classes entitled to vote with respect thereto.  Accordingly, in voting on the Plan,
please use only the Ballot(s) sent to you with this Disclosure Statement or provided by the
Voting Agent.  If you require an additional Ballot, please contact the Voting Agent and request a
replacement and/or supplemental Ballot.

The Debtors have fixed [DATE] (the “Voting Record Date”) as the date for the
determination of Persons who are entitled to receive a copy of this Disclosure Statement and all
of the related materials and to vote whether to accept or reject the Plan.  Accordingly, only
holders of record of Claims as of the Voting Record Date that are entitled to vote on the Plan
will receive a Ballot and may vote on the Plan.

All properly completed Ballots received prior to the Voting Deadline will be counted for
purposes of determining whether a voting Class of Impaired Claims has accepted the Plan.  The
Voting Agent will prepare and file with the Bankruptcy Court a certification of the results of the
balloting with respect to the Classes entitled to vote.

THE DEBTORS BELIEVE THAT CONFIRMATION OF THE PLAN
REPRESENTS THE BEST OPPORTUNITY TO MAXIMIZE VALUE FOR ALL OF
THE DEBTORS’ STAKEHOLDERS AND CONSTITUENTS AND STRONGLY
RECOMMEND THAT ALL HOLDERS OF CLAIMS ENTITLED TO VOTE ON THE
PLAN VOTE TO ACCEPT THE PLAN.

Important Matters.1.6

This Disclosure Statement contains projected financial information and certain
other forward-looking statements, all of which are based on various estimates and assumptions
and will not be updated to reflect events occurring after the date hereof.  Such information and
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statements are subject to inherent uncertainties and to a wide variety of significant business,
economic and competitive risks, including, among others, those described herein.  Consequently,
actual events, circumstances, effects and results may vary significantly from those included in or
contemplated by such projected financial information and such other forward-looking
statements.

ARTICLE II.

BUSINESS DESCRIPTION AND CIRCUMSTANCES THAT LED TO THESE 
CHAPTER 11 CASES

THAT LED TO THESE CHAPTER 11 CASES

The Debtors’ Prepetition Businesses.2.1

 Overview.(a)

RCS Capital Corporation (together with the other Debtors and RCS Capital
Corporation’s direct and indirect non-debtor subsidiaries (the “Non-Debtor Subsidiaries”), the
“Company”) is headquartered in New York, New York.  The Company is comprised of 58
entities, of which 12 are Debtors in these cases as of the Petition Date.  RCS Capital Corporation
is the ultimate parent company to each of the other Debtors, as well as the Non-Debtor
Subsidiaries.

RCS Capital Corporation is a public reporting company under Section 12(bg) of the
Securities Exchange Act of 1934 and its shares of Class A common stock, par value $0.001 per
share, are publicly traded on the OTC Pink marketplace under the symbol “RCAPQ US.”  The 
CompanyRCS Capital Corporation’s controlling stockholder—RCAP Holdings , LLC (“RCAP
Holdings”)—is part of themajority owned by Nicholas S. Schorsch, who also founded the 
separately organized American Realty Capital group of companies (“ARC Group”) founded in 
2007 by Nicholas S. Schorsch.  in 2007.  RCAP Holdings is directly or indirectly controlled by 
Mr. Schorsch and William M. Kahane. Mr. Schorsch served as a member of RCS Capital 
Corporation’s board of directors and its executive committee, and executive chairman of the 
board, and Mr. Kahane served as a member of RCS Capital Corporation’s board of directors and 
its executive committee, and the chief executive officer of RCS Capital Corporation, both from 
February 2013 until they resigned on December 29, 2014.

The Company provides integrated financial services, principally to retail investors.
Historically, the Company conducted its business through operating subsidiaries in six principal
segments: (i) Independent Retail Advice; (ii) Wholesale Distribution; (iii) Investment Banking,
Capital Markets, and Transaction Management Services; (iv) Investment Management; (v)
Investment Research; and (vi) Corporate and Other.  As of the Petition Date, however,
substantially all of the Company’s business operations other than its Independent Retail Advice
segment and a joint venture, Docupace Technologies, LLC (“Docupace”), were either sold or
are in the process of winding down.

The Company’s Wholesale Distribution, Investment Banking, Capital Markets, and Transaction
Management Services (which includes the Company’s transfer agent, Debtor American National
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Stock Transfer) divisions historically derived a majority of their revenue through the provision
of services to ARC Group-affiliated investment programs. On the other hand, the Company’s
Independent Retail Advice segment has not historically, and does not currently, derive a
significant or material portion of its revenue from products sponsored or advised by ARC
Group-affiliated investment programs.

Through its Independent Retail Advice division, which operates under the marketing name
Cetera Financial Group, the Company offers retail advice and investment programs offered by
third party program sponsors through a nationwide network of approximately 9,100 independent,
FINRA-registered financial advisors.56  The majority of those financial advisors are independent
contractors who have registered for FINRA-licensing purposes with one of the Company’s retail
broker-dealer subsidiaries.  As of the Petition Date, the Company’s Independent Retail Advice
workforce also consisted of approximately 1,600 employees working out of over 34 locations
throughout the United States.

On a consolidated basis, the Company generated approximately $1.775 billion in total revenues
and $90.63 million in adjusted Earnings Before Interest, Taxes, Depreciation, and Amortization
(“EBITDA”) from continuing operations (non-GAAP) during the nine months ended September
30, 2015, as compared to approximately $1.063 billion in total revenues and $131.738 million in
adjusted EBITDA from continuing operations (non-GAAP) during the nine months ended
September 30, 2014.

The Company’s primary business segments, as well as the divestiture of its non-retail businesses,
are discussed in further detail below.

56   This figure is as of December 31, 2015. 
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i. Independent Retail Advice

The Company’s independent retail advice (“Independent Retail Advice”) platform is the
second largest independent financial advisor network in the nation by number of advisors, as
well as a leading provider of retail services to the investment programs of banks and credit
unions, and is conducted through a network of independent channel regulated broker-dealers
(which are ineligible to file for chapter 11) (the “BDs”),67 certain subsidiaries that are acting as
registered investment advisors to retail investors under the Investment Advisers Act of 1940 (the
“RIAs”),78 and certain of the BDs’ direct and indirect holding companies (the “BD HoldCos,”
and collectively with certain affiliates including the BDs and the RIAs, the “Retail Firms”).89

As of December 31, 2015, these Retail Firms had approximately 9,100 financial advisors across
the United States, serving approximately 2.5 million individual retail investor clients with
approximately $220 billion assets under administration.

The Company’s Independent Retail Advice segment constitutes its core business, i.e., its largest
and most profitable business, and is the central focus of the Debtors’ business plan for
post-emergence operations.

Each Retail Firm in the Independent Retail Advice segment was acquired by the Company in
2014 or the first quarter of 2015 and operates independently under its own brand and
management, but with certain shared services with other Retail Firms.  A brief description of the
Retail Firms is as follows:

Cetera Financial Holdings, Inc. (“Ceteraa.
Holdings”).  Acquired by the Company in April 2014, BD HoldCo Cetera
Holdings is a financial services holding company formed in 2010 which
provides independent broker-dealer services and investment advisory
services through four distinct independent broker-dealer platforms: Cetera
Advisors, LLC, Cetera Advisor Networks, LLC, Cetera Investment

67  The BD entities are as follows: Cetera Advisor Networks LLC; Cetera Advisors LLC; Cetera Financial 
Specialists LLC; Cetera Investment Services LLC; First Allied Securities, Inc.; Girard Securities, Inc.; Investors 
Capital Corporation; Legend Equities Corporation; Summit Brokerage Services, Inc.; and VSR Financial 
Services, Inc.  Prior to the Petition Date, Debtor Realty Capital Securities, LLC (which was not part of the 
Independent Retail Advice Business) and Non-Debtor Subsidiaries Advisor Direct, Inc. and J.P. Turner & 
Company, LLC acted as regulated broker-dealers but withdrew their registrations prior to the commencement of 
the chapter 11 cases.  

78  The RIAs are as follows: Cetera Advisors LLC; Cetera Advisors Networks LLC; Cetera Investment Advisors 
LLC; First Allied Advisory Services, Inc.; First Allied Asset Management, Inc.; First Allied Securities, Inc.; 
Girard Securities, Inc.; Investors Capital Corporation; Legend Advisory Corporation; Summit Financial Group, 
Inc.; Tower Square Investment Management LLC; and VSR Financial Services, Inc.  Debtor SK Research, LLC 
(“SK Research”) was also a registered investment advisor prior to the Petition Date but withdrew its registration 
shortly after RCS Capital Corporation sold substantially all of SK Research’s assets to its then-current 
management team on January 15, 2016, as discussed in further detail below.  Debtor J.P. Turner & Company 
Capital Management, LLC (“J.P. Turner & Company Capital”) was a registered investment advisor prior to 
December 31, 2015.  On that date, J.P. Turner & Company Capital filed a Form ADV-W with the SEC 
withdrawing its registration as an investment advisor.     

89  The BD HoldCos are as follows: Braves Acquisition, LLC; Cetera Financial Group, Inc.; Cetera Financial 
Holdings, Inc.; Cetera Financial Specialists Services LLC; Chargers Acquisition, LLC; FAS Holdings, Inc.; First 
Allied Holdings, Inc.; Investors Capital Holdings, LLC; Legend Group Holdings, LLC; Summit Financial 
Services Group, Inc.; and VSR Group, LLC. 
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Services, LLC, and Cetera Financial Specialists, LLC, each of which is a
BD and non-debtor in these chapter 11 cases.  Cetera Advisors LLC and
Cetera Advisor Networks LLC are also RIAs, as are Cetera Investment
Advisers LLC and Tower Square Investment Management LLC, which are
also non-debtors in these chapter 11 cases.  Cetera Holdings and its
operating subsidiaries (collectively, “Cetera Financial”) constitute the
largest Retail Firm in the Independent Retail Advice segment.

First Allied Holdings Inc. (“First Alliedb.
Holdings”).  BD HoldCo First Allied Holdings and its operating
subsidiaries (collectively, “First Allied”) provide independent
broker-dealer services and advisory programs through registered
broker-dealers and investment advisors under the brands “First Allied,”
“First Allied Asset Management,” “First Allied Advisory Services,” and
“First Allied Retirement Services.”  In addition, under the brand “The
Legend Group,” First Allied Holdings and certain of its subsidiaries
provide 403(b) plans, which are retirement savings plans for employees of
specific tax-exempt organizations, such as health care organizations,
colleges, and universities.  First Allied Securities, Inc. and Legend
Equities Corporation, both of which are indirect subsidiaries of First
Allied Holdings, are BDs and non-debtors in these chapter 11 cases.  First
Allied Securities, Inc. is also a RIA, as are sister companies First Allied
Advisory, Inc., First Allied Asset Management Inc, and Legend Advisory
Corporation, which are also non-debtors in these chapter 11 cases.

Investors Capital Holdings, LLC (“ICHc.
Holdings”).  BD HoldCo Investors Capital Holdings, LLC and its
operating subsidiaries (collectively, “ICH”) provide independent
broker-dealer services and advisory programs through two registered
broker-dealers and an investment advisor under the brand “Investors
Capital.”  Investors Capital Corporation and Advisor Direct, Inc., both of
which are direct subsidiaries of ICH Holdings, are BDs and are
non-debtors in these chapter 11 cases.  Investors Capital Corporation is
also currently a RIA.

Summit Financial Services Group, Inc. (“Summitd.
Group, Inc.”).  Non-Debtor Subsidiary and BD HoldCo Summit
Financial Services Group, Inc. and its direct and indirect subsidiaries
(collectively, “Summit Financial”) provide independent broker-dealer
services and advisory programs through a registered broker-dealer and an
investment adviser under the brand name “Summit Financial Services.”
Summit Brokerage Services, Inc., a direct of subsidiary of Summit Group,
Inc., is a BD and a non-debtor in these chapter 11 cases.  In addition,
subsidiary Summit Financial Group, Inc. is a RIA and is also a non-debtor
in these chapter 11 cases.
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J.P. Turner & Company, LLC and J.P. Turner & e.
Company Capital (together, “J.P. Turner”).  Prior to the Petition Date,
J.P. Turner was a retail broker-dealer and investment adviser which also
offered a variety of other services, including investment banking and
private placements.  During the second quarter of 2015, however, the
Company determined that it would be more effective if J.P. Turner no
longer operated as a separate broker-dealer subsidiary and that it would no
longer use the J.P. Turner brand.  At the end of October 2015, the
Company invited certain J.P. Turner financial advisors to join Summit
Financial and advisors who were not invited to join Summit Financial at
this time had their securities registrations terminated.

VSR Financial Services, Inc. (“VSR Financial”).f.
Acquired in the first quarter of 2015, Non-Debtor Subsidiary VSR
Financial is a BD, RIA, and member of FINRA, SIPC.  VSR Financial’s
direct parent company, VSR Group, LLC, is a BD HoldCo.

Girard Securities, Inc. (“Girard”).  Acquired in theg.
first quarter of 2015, Non-Debtor Subsidiary Girard is a BD, RIA, and
member of FINRA, SIPC.  Girard’s direct parent company, Chargers
Acquisition, LLC, is a BD HoldCo and a non-debtor in these chapter 11
cases.

During the nine month period ended September 30, 2015, the Independent Retail Advice
segment accounted for approximately 86.4% of the Company’s total revenues and accounted for
approximately 66.3% of total revenues for fiscal year 2014.

ii. Wholesale Distribution

Prior to the Petition Date, Debtor Realty Capital Securities, LLC (“Realty Capital Securities”)
engaged in wholesale distribution of non-traded REITs, BDCs, and other direct investment
programs sponsored, co-sponsored, advised, or sub-advised by ARC Group entities (which are
non-debtors in these chapter 11 cases).

On November 12, 2015, the Massachusetts Securities Division filed an administrative complaint
against Realty Capital Securities alleging that it violated the Massachusetts Uniform Securities
Act and regulations thereunder by fraudulently casting shareholder proxy votes.  Subsequently,
on December 2, 2015, RCS Capital Corporation initiated the shutdown of Realty Capital
Securities.  On December 4, 2015, Realty Capital Securities withdrew from doing business in the
Commonwealth of Massachusetts.  Since the shutdown, (i) substantially all employees of Realty
Capital Securities have been terminated, (ii) all distribution and selling group agreements with
ARC Group and third-party broker-dealers have been terminated or cancelled, (iii) all sales and
distribution of investment programs or securities have ceased, and (iv) Realty Capital Securities
has filed its Form BD-W, thereby terminating its registration as a licensed broker-dealer.  The
wind down of Realty Capital Securities is substantially complete as of the Petition Date.  The
Company expects to complete the wind down of Realty Capital Securities in the coming weeks.
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Prior to the Petition Date, non-debtor Strategic Capital Management Holdings, LLC (“StratCap
Holdings”) through its direct and indirect subsidiaries (collectively with StratCap Holdings,
“StratCap”) was a wholesale distributor of alternative investment programs, specifically two
non-traded REITs, a non-traded BDC, and two public, non-traded limited liability companies.
On December 3, 2015, RCS Capital Corporation signed a letter of intent to sell StratCap to its
former owner, Validus Group Partners, Ltd., for a purchase price of $5.0 million, plus a working
capital adjustment and the waiver of $20 million in “earn-out” obligations owed to the former
owners, 50% of which was payable in cash and 50% payable in RCS stock.  This transaction
closed on January 29, 2016 for a total cash purchase price of approximately $8.8 million.

iii. Investment Banking, Capital Markets,
and Transaction Management Services

Prior to the Petition Date, the Company provided investment banking strategic advisory (mergers
and acquisition), stock exchange listing, and debt and equity capital markets advisory services
through its investment banking division, RCS Capital, the investment banking marketing name
of a division located within Debtor Realty Capital Securities.  The Company, through Debtor
RCS Advisory Services, LLC (“RCS Advisory”), also provided legal, investor relations,
marketing, events coordination, and similar transaction management services to direct
investment programs, primarily publicly registered non-traded REITs and BDCs, as well as open
and closed-end mutual funds, sponsored, co-sponsored, or advised by non-debtor affiliate
American Realty Capital.  On December 2, 2015, RCS Capital Corporation initiated the
shutdown of RCS Advisory concurrently with the shutdown of Realty Capital Securities
described above, which process is substantially complete, but for the potential collection of
certain investment banking tail fees.

In addition, prior to the Petition Date, Debtor American National Stock Transfer, LLC
(“ANST”) acted as registrar, provided record-keeping services, and executed the transfer,
issuance, and cancellation of shares or other securities in connection with offerings conducted by
issuers sponsored directly or indirectly by ARC Group.  On January 8, 2016, the ARC Group
(controlled by Nicholas Schorsch) delivered to the Company a purported notice of termination of
the omnibus transfer agency agreement pursuant to which ANST provided services to a majority
of its clients.  The Company and ANST subsequently delivered a notice disputing the validity of
that termination; however, as of the Petition Date, ANST has not received payment in January
for invoices sent to its ARC Group-affiliated clients, which represent the substantial majority of
all ANST clients.  These events caused a significant decline in cash receipts at ANST, while
material cash outflows were still required to operate the business in the ordinary course.  Largely
due to these factors, RCS Capital Corporation has taken steps to shut down ANST beginning on
January 29, 2016 and expects to dissolve ANST pursuant to the Plan.

Finally, as of the Petition Date, RCS Capital Corporation owns a controlling financial
interest in Non-Debtor Subsidiary Docupace, a provider of integrated, electronic processing
technologies and systems for financial institutions and wealth management firms.  The Debtors
are continuing to evaluate strategic opportunities with respect to Docupace, including divesting
ownership of its equity in this entity during the pendency of these chapter 11 cases.  MPAP and
Debtor RCS Capital Holdings, LLC (“RCS Capital Holdings”) are party to that certain
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Amended and Restated Limited Liability Company Agreement (the “LLC Agreement”) of
Docupace, dated as of November 21, 2014.  It is the position of MPAP that RCS Capital
Holdings no longer has any rights as a member of Docupace (other than to receive distributions
of income).  RCS Capital Holdings rejects this contention and maintains that its rights as a
member of Docupace remain unchanged.   MPAP and RCS have each agreed that all rights are
reserved with respect to that dispute.

iv. Investment Management

Prior to the Petition Date, the Company’s investment management business was led by Hatteras
Funds, LLC (“Hatteras Funds”), a boutique alternative investment specialist founded in 2003,
which managed a family of registered investment company funds, including both open- and
closed-end retail funds primarily focused on liquid alternatives.  On January 5, 2016, RCS
Capital Corporation sold 100% of the membership units of Hatteras Funds to Raleigh
Acquisition, LLC, a special purpose vehicle controlled by the then-current management of
Hatteras Funds, for $5.5 million and the assumption of RCS Capital Corporation’s obligations
under the asset purchase agreement for its initial acquisition of Hatteras Funds, including
obligations relating to certain liquidated damages, deferred payments, and earn-out payments.

v. Investment Research

Prior to the Petition Date, SK Research provided due diligence on traditional and non-traditional
investment products, as well as focused research, consulting, training, and education, to Cetera
Financial Group.  In addition, SK Research provided due diligence services in connection with
direct investment programs, including direct investment programs sponsored, co-sponsored, or
advised by non-debtor affiliate American Realty Capital, to other broker-dealers and registered
investment advisers, as well as individual registered representatives and investment adviser
representatives.  On January 15, 2016, RCS Capital Corporation sold substantially all of SK
Research’s assets to its then-current management team for net proceeds, after adjustments, of 
approximately $1 millionthe following consideration: (i) $50,000 in cash, (ii) a release of SK 
Research from certain obligations owed to buyer under the original purchase agreement for the 
acquisition of SK Research by seller, (iii) Buyer’s assumption of certain liabilities of SK 
Research, and (iv) the provision of certain services by buyer to Cetera Financial and its affiliates.
The Company expects to dissolve the remaining entity, SK Research, pursuant to the Plan.

vi. Corporate and Other

On July 21, 2014, the Company announced that it was establishing a crowdfunding investment
platform which it subsequently rebranded under the name, “DirectVest.”  In connection with this
initiative, the Company acquired substantially all the assets of Debtor Trupoly, LLC
(“Trupoly”), a white-label investor relationship management portal, which was to be integrated
into the Company’s crowdfunding investment platform.  On November 10, 2015, RCS Capital
Corporation sold substantially all of Trupoly’s assets for an immaterial amount of cash and the
assumption of liabilities.

In November 2015, the Company ceased operating its crowdfunding investment platform and
completed the wind down of indirect subsidiary DirectVest LLC (“DirectVest”), which is a
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Debtor in these chapter 11 cases.  Both Trupoly and DirectVest are Dissolving Debtors and will
be wound down pursuant to the Plan.

Management Agreement. (b)

On February 5, 2013, Nicholas S. Schorsch, William M. Kahane, Shelley D. Schorsch, Peter M. 
Budko, Edward M. Weil, Jr., and Brian S. Block formed RCS Capital Management and became 
members thereto.  At the time, Mr. Schorsch served as executive chairman of RCS Capital 
Corporation’s board of directors; Mr. Kahane served as the chief executive officer; Mr. Budko 
served as an executive vice president, chief investment officer, and a director; Mr. Weil served 
as the president, treasurer, secretary, and a director; and Mr. Block was an executive vice 
president, chief financial officer, assistant secretary, and a director.

On June 10, 2013, RCS Capital Management entered into a management agreement with RCS 
Capital Corporation, Realty Capital Securities, RCS Advisory, and ANST pursuant to which 
RCS Capital Management provided executive and management services under the supervision of 
RCS Capital Corporation’s board of directors.  Under the terms of the Management Agreement, 
RSC Capital Management received a quarterly management fee and an incentive fee calculated 
as a percentage of RCS Capital Corporation’s net operating profits.  From June 10, 2013 through 
December 31, 2014, RCS Capital Management was paid $8.2 million in management and 
incentive fees.

In connection with RCS Capital Corporation’s acquisition of Cetera and Luxor’s initial 
investment with RCS Capital Corporation in 2014, Luxor and its affiliates invested 
$15,864,183.00 in RCS Capital Management in exchange for a 23.5% minority interest. Mr. 
Schorsch and his colleagues retained the remaining 76.5% ownership interest in RCS Capital 
Management, and had the authority to appoint all three managers on the RCS Capital 
Management’s board.  Therefore, at all times Mr. Schorsch and his colleagues had complete 
control of RCS Capital Management’s management of RCS Capital Corporation.  As minority 
members of RCS Capital Management, Luxor and its affiliates held only a consent right with 
respect to certain specific actions by RCS Capital Management unrelated to the management of 
RCS Capital Corporation.

In an agreement dated August 6, 2015, RCS Capital Management and RCS Capital Corporation 
agreed to terminate the management agreement (as well as that certain put and call agreement, 
dated as of April 29, 2014, as amended by Amendment No. 1, dated December 19, 2014) to 
facilitate a potential capital transaction for RCS Capital Corporation. Pursuant to the termination 
agreement and simultaneous dissolution of RCS Capital Management, the members of RCS 
Capital Management were granted shares of Class A common stock in RCS Capital Corporation.  
Mr. Schorsch and his colleagues received 2,608,697 shares and Luxor and its affiliates received 
3,000,000 shares. Other than the Class A common stock distributed in connection with the 
termination of the management agreement and the put and call agreement, Luxor did not receive 
any cash or any other property distributions from RCS Capital Management.

Prepetition Capital Structure.2.2

A. Prepetition Funded Indebtedness.(a)
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As of the Petition Date, the Debtors have funded debt facilities in place with a face amount of
approximately $873.6 million, of which approximately $709.2 million is senior secured debt and
$164.4 million is unsecured debt.  The below chart summarizes the Debtors’ prepetition material
indebtedness:

Debt Obligation Agreement(s)

Approximate
Amount
Outstanding as of
the Petition Date

Maturity
Date

Security
Status

(i) $575.0 million
Senior Secured First
Lien Term Loan
Facility (the “First
Lien Term Facility”)
and (ii) $25.0 million
Senior Secured First
Lien Revolving Facility
(the “First Lien
Revolving Facility,”
and together with the
First Lien Term
Facility, the “First
Lien Credit Facility”)

First Lien Credit Agreement (as amended,
restated, modified, or supplemented, and
in effect on the date hereof, the “First
Lien Credit Agreement”), dated as of
April 29, 2014, among RCS Capital
Corporation, as Borrower, RCAP
Holdings, LLC, RCS Capital
Management, LLC, and the Subsidiary
Guarantors, as Guarantors, the lenders and
other parties from time to time party
thereto, and Barclays Bank PLC, as
Administrative Agent and Collateral Agent
(in such capacities, the “First Lien
Agent”)

$532.2 million
under the First
Lien Term Facility

$23.8 million
under the First
Lien Revolving
Facility

First Lien
Term Facility:
April 29, 2019

First Lien
Revolving
Facility:
Commitments
Terminated
Prepetition

First Lien
Secured

$150.0 million Senior
Secured Second Lien
Term Loan Facility (the
“Second Lien Term
Facility,” and together
with the First Lien
Credit Facility, the
“Prepetition Secured
Facilities”)

Second Lien Credit Agreement (as
amended, restated, modified, or
supplemented, and in effect on the date
hereof, the “Second Lien Credit
Agreement”), dated as of April 29, 2014,
among RCS Capital Corporation, as
Borrower, RCAP Holdings, LLC, RCS
Capital Management, LLC, and the
Subsidiary Guarantors, as Guarantors, the
lenders and other parties from time to time
party thereto, and Wilmington Trust,
National Association, as successor
Administrative Agent and Collateral Agent
to Bank of America, N.A. (in such
capacities, the “Second Lien Agent”)

$153.2 million April 29, 2021
Second
Lien
Secured

$120.0 million
aggregate principal

Indenture (as amended, restated, modified,
or supplemented, and in effect on the date

$121 million November 1,
2021

Unsecured
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Debt Obligation Agreement(s)

Approximate
Amount
Outstanding as of
the Petition Date

Maturity
Date

Security
Status

amount of 5.00%
Convertible Senior
Notes due 2021
(collectively, the
“Convertible Notes”)

hereof) (the “Convertible Notes
Indenture”), dated as of April 29, 2014,
among RCS Capital Corporation and
Wilmington Savings Fund Society, FSB,
as successor Indenture Trustee to
Wilmington Trust, National Association
(in such capacities, the “Convertible
Notes Indenture Trustee”)

$15.3 million
Unsecured Promissory
Note issued to ARC
Properties Operating
Partnership, L.P. (the
“ARC Note”)

Unsecured Promissory Note (as amended,
restated, modified, or supplemented, and
in effect on the date hereof), dated as of
December 4, 2014, between RCS Capital
Corporation and ARC Properties
Operating Partnership, L.P. (together with
VEREIT, Inc. f/k/a American Realty
Capital Properties, Inc.,“ARCP”)

$15.5 million
March 31,
2017

Unsecured

$12 million Senior
Unsecured Promissory
Note issued to RCAP
Holdings, LLC (the
“RCAP Note”)

Senior Unsecured Promissory Note  dated
as of November 9, 2015, among RCS
Capital Corporation and RCAP Holdings,
LLC

$12.4 million November 1,
2021

Unsecured

Notes issues to various
Luxor entities for the
aggregate principal
amount of $15 million
(collectively, the
“Senior Unsecured
Notes”)

 (i)  Senior Unsecured Promissory Note (as
amended, restated, modified, or
supplemented, and in effect on the
date hereof), dated as of November 9,
2015, among RCS Capital
Corporation and Luxor Capital
Partners, LP

(ii) Senior Unsecured Promissory Note (as
amended, restated, modified, or
supplemented, and in effect on the
date hereof), dated as of November 9,
2015, among RCS Capital
Corporation and Luxor Wavefront,
LP

(iii) Senior Unsecured Promissory Note
(as amended, restated, modified, or
supplemented, and in effect on the
date hereof), dated as of November 9,
2015, among RCS Capital
Corporation and Luxor Capital
Partners Offshore Master Fund, LP

(iv)  Senior Unsecured Promissory Note
(as amended, restated, modified, or
supplemented, and in effect on the
date hereof), dated as of November 9,

$15.5 million

November 1,
2021

Unsecured
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Debt Obligation Agreement(s)

Approximate
Amount
Outstanding as of
the Petition Date

Maturity
Date

Security
Status

2015, among RCS Capital
Corporation and Thebes Offshore
Master Fund, LP

i. Prepetition Secured Facilities

First Lien and Second Lien Borrowings.  On April 29, 2014, concurrently with the closing of the
Company’s acquisition (the “Cetera Acquisition”) of the Cetera Financial Group legacy
broker-dealers,910 the Company, as Borrower, and non-debtor affiliate RCAP Holdings,
non-debtor affiliate RCS Capital Management, LLC (“RCS Capital Management”)1011  and
certain subsidiaries of RCS Capital Corporation, as Guarantors, incurred debt under the
following bank facilities: (i) $575.0 million First Lien Term Facility, (ii) $25.0 million First Lien
Revolving Facility, and (iii) $150.0 million Second Lien Term Facility.1112

The proceeds of the First Lien Term Facility and Second Lien Term Facility were used to
pay a portion of the consideration paid by RCS Capital Corporation for the Cetera Financial
acquisition, to refinance certain existing indebtedness, and to pay related fees and expenses.
Prior to the Petition Date, the Company had generally used the proceeds of the First Lien
Revolving Facility for permitted capital expenditures, to meet ongoing working capital
requirements, and for general corporate purposes.  On December 31, 2015, in connection with
the failure to make payments required under each of the Prepetition Secured Facilities and entry
by the Debtors into a forbearance agreement with lenders under each of the Prepetition Secured
Facilities (the “Prepetition Secured Lenders”) (as discussed further below), the First Lien
Lenders’ respective commitments to fund loans under the First Lien Revolving Facility were
terminated in accordance with the terms of the First Lien Credit Agreement.

910  These broker-dealers are: (i) Cetera Advisors, LLC; (ii) Cetera Advisor Networks, LLC; (iii) Cetera Investment 
�Services, LLC; and (iv) Cetera Financial Specialists, LLC.

1011 � Non-debtor affiliate RCS Capital Management is part of ARC Group.
 

1112  Each capitalized term used but not defined in this section shall have the meaning ascribed to it in the First Lien 
�Credit Agreement or Second Lien Credit Agreement, as applicable.
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The First Lien Term Facility, as amended, bears interest at a rate per annum of LIBOR (floor of
100 basis points) plus 650 basis points and matures on April 29, 2019.  Outstanding Revolving
Loans under the First Lien Revolving Facility, as amended, accrue interest at a rate per annum of
LIBOR (floor of 100 basis points) plus 650 basis points or, alternatively, plus 625 basis points in
the event that the Company’s First Lien Leverage Ratio is less than or equal to 1.25x.  The First
Lien Revolving Facility also includes a commitment fee of 50 basis points.  The Second Lien
Term Facility, as amended, bears interest at a rate per annum of LIBOR (floor of 100 basis
points) plus 1050 basis points and matures on April 29, 2021.

As of the Petition Date, the outstanding balances due on the First Lien Term Facility, First Lien
Revolving Facility, and Second Lien Term Facility were $532.2 million, $23.8 million, and
$153.2 million, respectively.1213

Guaranty.  Each of the Prepetition Secured Facilities is guaranteed by all of the Debtors, except
for Realty Capital Securities; We R Crowdfunding, LLC; DirectVest; and Trupoly (which are
either immaterial subsidiaries or entities that are no longer operating or in the process of
dissolution), as well as non-debtor affiliates RCAP Holdings and RCS Capital Management, and
certain of the Non-Debtor Subsidiaries (other than the Broker-Dealer Non-Debtor Subsidiaries).

Collateral Securing Obligations Under Prepetition Secured Facilities.  RCS Capital Corporation,
non-debtor affiliates RCAP Holdings and RCS Capital Management, and each of the Subsidiary
Guarantors under the Prepetition Secured Facilities have granted the First Lien Collateral Agent
and Second Lien Collateral Agent, in each instance for the benefit of the respective Secured
Parties under the Prepetition Secured Facilities, a lien on and security interest in substantially all
assets of the Debtors, including, but not limited to: (i) Accounts; (ii) Chattel Paper; (iii) all cash
and Deposit Accounts; (iv) certain Commercial Tort Claims; (v) Documents; (vi) Equipment and
Fixtures; (vii) General Intangibles; (viii) Goods; (ix) Instruments; (x) Intellectual Property; (xi)
Inventory; (xii) Investment Property; (xiii) Letter-of-Credit Rights; (xiv) books and records
pertaining to the foregoing; and (xv) Proceeds and products of any and all of the foregoing, all
Supporting Obligations, and all collateral security guarantees given by any Person with respect
to any of the foregoing, in each case subject to a carve-out for certain items of Excluded
Collateral (collectively, the “Article 9 Collateral”).

In addition to such liens on and security interests in the Article 9 Collateral, the obligations
under the Prepetition Secured Facilities are secured by a pledge of certain debt and equity
holdings, proceeds therefrom, and other rights related thereto, including 100% of the equity
interests held by RCS Capital Corporation, non-debtor affiliates RCAP Holdings and RCS
Capital Management, and certain of RCS Capital Corporation’s U.S. subsidiaries (collectively
with the Article 9 Collateral, the “Prepetition Collateral”).

Relative Lien Priorities; Intercreditor Agreement.  Although the First Lien Collateral Agent and
Second Lien Collateral Agent have identical collateral packages as described above, the relative
rights, remedies, and lien priorities of the First Lien Lenders and Second Lien Lenders under the
Prepetition Secured Facilities are governed by that certain Intercreditor Agreement (as amended,
restated, modified, or supplemented, and together with any ancillary documents thereto, the
1213  Also as of the Petition Date, the Company has repaid approximately $50.3 million of the First Lien Term 

Facility as regularly scheduled principal repayments.
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“Intercreditor Agreement”), dated as of April 29, 2014, among the First Lien Collateral Agent,
the Second Lien Collateral Agent, and each of the Grantors under the First Lien Collateral
Agreement and Second Lien Collateral Agreement.1314

Pursuant to the Intercreditor Agreement, the Second Lien Collateral Agent, on behalf of itself
and the lenders under the Second Lien Term Facility (collectively, the “Second Lien Lenders”),
has agreed, among other things as more fully set forth in the Intercreditor Agreement, that any
lien on the Prepetition Collateral securing any of the First Lien Obligations is senior in all
respects and prior to any lien on the Prepetition Collateral securing any of the Second Lien
Obligations.

Amendments to Prepetition Secured Facilities.  On June 30, 2015, certain of the parties to the
First Lien Credit Facility entered into Amendment No. 1 to the First Lien Credit Agreement and
certain of the parties to the Second Lien Term Facility entered into Amendment No. 1 to the
Second Lien Credit Agreement (together, the “First Amendments”).  The First Amendments
increased the interest rates on each of the Prepetition Secured Facilities by 100 basis points per
annum and relaxed the restrictions pertaining to the required Secured Leverage Ratios (Secured
Net Debt to Consolidated EBITDA, as defined and more particularly set forth in the First Lien
Credit Agreement and Second Lien Credit Agreement, respectively) until December 31, 2016.

On November 8, 2015, certain of the parties to the First Lien Credit Facility entered into
Amendment No. 2 to the First Lien Credit Agreement and certain of the parties to the Second
Lien Term Facility entered into Amendment No. 2 to the Second Lien Credit Agreement
(together, the “Second Amendments”).  The Second Amendments permitted the Company to,
among other things, incur certain additional subordinated indebtedness not exceeding $75.0
million upon satisfaction of certain conditions.  In addition, pursuant to the Second
Amendments, the Fixed Charge Coverage Ratio and Secured Leverage Ratio financial covenants
were not tested for Q3 2015.

ii. Convertible Notes

In connection with the Cetera Acquisition on April 29, 2014, RCS Capital Corporation issued
$120.0 million aggregate principal amount of 5.00% Convertible Senior Notes due 2021 to
affiliates of Luxor in a private placement pursuant to the Convertible Notes Indenture.  On
January 31, 2016, Wilmington Savings Fund Society, FSB, was appointed successor trustee
under the terms of the Convertible Notes Indenture.

The Convertible Notes bear interest at a rate of 5.00% per annum, payable on February 1, May 1,
August 1, and November 1 of each year, and mature on November 1, 2021.

As of the Petition Date, the outstanding balance due on the Convertible Notes is approximately
$121 million.

Prior to the Petition Date, to the extent permitted by the terms of the Prepetition Secured
Facilities, the Convertible Notes were convertible in $1,000 increments at the option of the

1314   As described below, the Intercreditor Agreement was amended in connection with entry into the DIP Facility.
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holders thereof into shares of Class A common stock issued by RCS Capital Corporation, at a
conversion price equal to $21.18 per share of Class A common stock, which conversion price
was subject to anti-dilution adjustments upon the occurrence of certain events and transactions.
The holders of Convertible Note Claims also had the right to require RCS Capital Corporation to
repurchase the Convertible Notes for cash at a repurchase price equal to the principal amount
outstanding plus accrued and unpaid interest on such notes upon the occurrence of certain
events, including a change of control or delisting of the Class A common stock from a national
securities exchange.

iii. Promissory Notes

ARC Note.  On December 31, 2014, RCS Capital Corporation paid $60.0 million in cash and
issued a $15.3 million Unsecured Promissory Note to ARC Properties Operating Partnership,
L.P. pursuant to the terms of a litigation settlement related to the termination of a previously
announced agreement to purchase Cole Capital Partners LLC and Cole Capital Advisors, Inc.
from ARCP, which was part of the ARC Group.1415  The ARC Note bears interest at a rate of
8.00% per annum and the principal amount of the note is due in three payments of approximately
$7.7 million, $3.8 million, and $3.8 million on March 31, 2016, September 30, 2016, and March
31, 2017, respectively.

RCAP Note and Senior Unsecured Notes.  On November 9, 2015, RCS Capital Corporation
issued five additional unsecured promissory notes: (i) the RCAP Note, a $12.0 million Senior
Unsecured Promissory Note issued to RCAP Holdings, and (ii) the Senior Unsecured Notes
issued to certain Luxor entities, including (a) a $6.080 million Senior Unsecured Promissory
Note issued to Luxor Capital Partners, LP, (b) a $1.477 million Senior Unsecured Promissory
Note issued to Luxor Wavefront, LP, (c) a $7.128 million Senior Unsecured Promissory Note
issued to Luxor Capital Partners Offshore Master Fund, LP, and (d) a $315,000 Senior
Unsecured Promissory Note issued to Thebes Offshore Master Fund, LP.  The RCAP Note was 
issued by the Company pursuant to a Note Purchase and Class B Share Agreement with RCAP 
Holdings (discussed further below in “—(C)(ii) Class B Common Stock”).  The Senior 
Unsecured Notes were issued by the Company pursuant to a separate Not Purchase Agreement 
with the Luxor entities.

Each of the RCAP Note and the Senior Unsecured Notes bears interest at a rate of 12.00% per
annum and matures on November 1, 2021.1516  Prior to the Petition Date, the Senior Unsecured
Notes were exchangeable into securities of RCS Capital Corporation issuable in a future
financing from a third party resulting in net proceeds to RCS Capital Corporation or its
subsidiaries of at least $175.0 million, subject to certain conditions.

Each of the Convertible Notes, the ARC Note, the RCAP Note and the Senior Unsecured Notes
rank pari passu with one another and, as unsecured debt obligations, are effectively subordinate

1415   Mr. Schorsch was the Executive Chairman of ARCP (currently known as VEREIT, Inc.) at the time of the 
agreement between ARCP and the Company to purchase the Cole entities.

1516   Although RCS Capital Corporation may elect to pay interest in cash or in kind under the relevant terms for 
each of the RCAP Note and the Senior Unsecured Notes, it has been prohibited from paying cash interest on 
such notes under the Second Amendments to the Prepetition Secured Facilities.
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to the obligations under the Prepetition Secured Facilities with respect to the Prepetition
Collateral.

B. Preferred Stock.(b)

As of the Petition Date, RCS Capital Corporation had issued the following classes of preferred
stock:

i. Series A Preferred Stock

As of the Petition Date, RCS Capital Corporation’s previously issued shares of Series A
Preferred Stock are no longer outstanding.  On April 29, 2014, RCS Capital Corporation issued
14,657,980 shares of Series A Preferred Stock to affiliates of Luxor in a private placement.
During the fourth quarter of 2014, however, the Company and the holders of the Series A
Preferred Stock agreed to convert 3,073,553 shares of the Series A Preferred Stock into
5,405,601 shares of Class A common stock.  On December 19, 2014, RCS Capital Corporation
exchanged the remaining 11,584,427 shares of the Series A Preferred Stock for 5,800,000 shares
of Series B Preferred Stock and 4,400,000 shares of Series C Preferred Stock.  As part of the 
issuance of the Series A Preferred Stock, Luxor was entitled to elect one independent director 
and designate one observer to the Company’s board. On February 10, 2014, Luxor elected 
Jeffrey J. Brown17 as an independent director to the Company’s board. In September 2015, 
Luxor elected to place Michael W. Conboy, a Partner and Director of Research of Luxor Capital 
Group, LP, as an observer on the Company’s board.  Following the issuance of the Senior 
Unsecured Notes, the Company’s board appointed Mr. Conboy to serve as a member of the 
board and the executive committee of the board.  Mr. Conboy served on the board from 
November 8, 2015 until he resigned on February 4, 2016.

ii. Series B Preferred Stock

On December 19, 2014, RCS Capital Corporation issued 5,800,000 shares of Series B Preferred
Stock to affiliates of Luxor.

If paid in cash, dividends on these shares of Series B Preferred Stock accrue quarterly at 11.00%
per annum of the liquidation preference.  To the extent that a quarterly dividend is not paid in
cash on its applicable dividend payment date, such dividend accrues at 12.50% per annum of the
liquidation preference.  The initial liquidation preference for the shares of Series B Preferred
Stock was $25.00 per share.  Any dividends that were not paid in cash on an applicable dividend
payment date were automatically added to the aggregate liquidation preference on such
applicable dividend payment date.

The holders of Series B Preferred Stock have no conversion rights.  The Series B Preferred Stock
ranks pari passu with the Series C Preferred Stock issued by RCS Capital Corporation.

iii. Series C Preferred Stock

17 Mr. Brown is unaffiliated with Luxor.
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On December 19, 2014, RCS Capital Corporation issued 4,400,000 shares of Series C Preferred
Stock to affiliates of Luxor.

If paid in cash, dividends on shares of Series C Preferred Stock accrue quarterly at 7.00% per
annum of the liquidation preference.  To the extent that a quarterly dividend is not paid in cash
on the applicable dividend payment date, such dividend accrues at 8.00% per annum of the
liquidation preference.  The initial liquidation preference of shares of Series C Preferred Stock
was $25.00 per share.  Any dividends that were not paid in cash on an applicable dividend
payment date were automatically added to the aggregate liquidation preference on such
applicable dividend payment date.

The Series C Preferred Stock ranks pari passu with the Series B Preferred Stock.1618

iv. Series D Preferred Stock

On August 6, 2015, RCS Capital Corporation entered into separate Investment Agreements
(together, the “Investment Agreements”) with Apollo Management Holdings, L.P. (“Apollo
Management”) and affiliates of Luxor under which Apollo Management agreed to purchase
1,000,000 shares of Series D-1 Preferred Stock (the “Series D-1 Preferred Stock”) for a
purchase price of $25.0 million and the Luxor affiliates agreed to acquire 500,000 shares of
Series D-2 Preferred Stock (the “Series D-2 Preferred Stock,” and collectively with the Series
D-1 Preferred Stock, the “Series D Preferred Stock”) for a purchase price of $12.5 million.  On
November 9, 2015, ARC LLC purchased all of the outstanding shares of Series D-1 Preferred
Stock from Apollo Management.

If paid in cash, dividends on shares of Series D Preferred Stock accrue quarterly at 11.00% per
annum of the liquidation preference.  To the extent a quarterly dividend is not paid in cash on the
applicable dividend payment date, such dividend accrues at 12.50% per annum of the liquidation
preference. The initial liquidation preference of shares of Series D Preferred Stock was $25.00
per share.  Any dividends that were not paid in cash on an applicable dividend payment date
were automatically added to the aggregate liquidation preference on such applicable dividend
payment date.

The Series D-1 Preferred Stock and Series D-2 Preferred Stock rank pari passu with each other.
In addition, the Series D Preferred Stock ranks pari passu with the Series B Preferred Stock and
Series C Preferred Stock with respect to rights to the payment of dividends and the distribution
of assets in the event of any liquidation, dissolution, or winding up of RCS Capital Corporation.
1618   Subject to certain limitations, the shares of Series C Preferred Stock are convertible at the option of the 

holders thereof (collectively, the “Series C Preferred Holders”) into shares of Class A common stock at 
$13.00, which conversion price is subject to anti-dilution adjustments upon the occurrence of certain events 
and transactions.  Shares of the Series C Preferred Stock have voting rights together with the common stock on 
an as-converted basis.  In addition, under certain circumstances, RCS Capital Corporation may require the 
Series C Preferred Holders to convert their shares of Series C Preferred Stock into shares of Class A common 
stock at the same price set forth above.  The shares of Series C Preferred Stock are also redeemable under 
certain circumstances.  

 30

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 35 of 170



The shares of Series D Preferred Stock generally have the right to vote on an as converted basis
with the holders of the Class A common stock.1719

C. Stockholders’ Equity.(c)

As of the Petition Date, RCS Capital Corporation had the following classes of common stock
and non-controlling interests:

i. Class A Common Stock

As noted above, RCS Capital Corporation is a public reporting company under Section 12(bg) of
the Securities Exchange Act of 1934 and its shares of Class A common stock, par value $0.001
per share, are publicly traded on the OTC Pink marketplace under the symbol “RCAPQ US.”
The Class A common stock entitles holders to a portion of the voting rights of RCS Capital
Corporation and economic rights, including rights to dividends, if any, and distributions upon
liquidation.

As of November 13, 2015, there were 91,946,902 shares of Class A common stock outstanding.

ii. Class B Common Stock

As of the Petition Date, RCAP Holdings, an entity controlled by Nicholas S. Schorsch and 
William M. Kahane, owns the sole outstanding share of Class B common stock issued by RCS
Capital Corporation, which entitles it, in any shareholder vote, to one vote more than 50% of the
total outstanding voting power of RCS Capital Corporation.  Holders of Class B common stock 
have no economic rightsThe Class B common stock gives RCAP Holdings the power to elect 
and remove the substantial majority of the directors of the Company, and to cast the deciding 
vote on all matters that require shareholders approval, but provides no economic rights in the 
Company (including no rights to dividends or distributions upon liquidation).  Effectively, 
therefore, through RCAP Holdings’ ownership of the Class B common stock, RCAP Holdings, 
Nicholas S. Schorsch and William M. Kahane had the ability, directly or indirectly, to control or 
influence all major decisions affecting the Company, including (i) the composition of the 
Company’s board of directors; (ii) mergers, acquisitions, or business combinations; (iii) 
acquisition or disposition of material assets; (iv) financing activities; (v) changes to the 
Company’s certificate of incorporation and bylaws; (vi) transactions between the Company and 
affiliates of Messrs. Schorsch and Kahane; and (vii) enforcement of the Company’s rights 
against third parties.

On November 8, 2015, RCAP Holdings entered into the Note Purchase and Class B Share 
Agreement with the Company, pursuant to which a Special Committee of independent directors 
on the Company’s Board (the “Special Committee”) obtained the proxy to vote the Class B 
common stock and exercise all of RCAP Holdings’ powers over matters regarding the 
1719  Subject to certain limitations, the holders of the Series D Preferred Stock have the right, at their option, to 

convert some or all of their shares of Series D Preferred Stock into the number of shares of Class A common 
stock obtained by dividing the aggregate liquidation preference of such shares plus an amount equal to all 
accrued and unpaid dividends from the date immediately following the immediately preceding dividend 
payment date to the date of conversion by an initial conversion price of $5.00, which is adjustable upon the 
occurrence of certain events and transactions to prevent dilution.  
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Company’s (a) disposal of all or substantially all of its assets, (b) a merger or consolidation, or 
(c) authorization or issuance of any equity securities, in each case so long as the RCAP Note was 
repaid in connection with the transaction that resulted in net proceeds to the Company of up to 
$80 million.  The Note Purchase and Class B Share Agreement also provided for the issuance of 
the RCAP Note (as discussed above under “—(A)(iii) Promissory Notes”).  The Special 
Committee was prohibited from using its proxy of the Class B common stock in a manner that 
adversely affected the voting right of the Class B common stock (unless the RCAP Note was 
repaid) and could only use the proxy if RCAP Holdings and its affiliates were to be treated in the 
same manner as each other holder of Class A common stock. In accordance with the terms of the 
agreement, the proxy expired on January 31, 2016.

The Company entered into the Note Purchase and Class B Share Agreement to facilitate the 
process being run by Lazard to raise needed capital for the Company or to sell the Company 
(discussed further below in “2.3(c) Retention of Professional Advisors and Evaluation of 
Strategic Alternatives”). The Company believed that obtaining the proxy to vote the Class B 
common stock was critical for Lazard’s process because third parties were unlikely to enter into 
an agreement with the Company so long as RCAP Holdings retained veto power, through its 
Class B common stock voting right, over any proposed restructuring transaction.

Events Leading to the Chapter 11 Cases.2.3

A. Significant Acquisitions and Related Debt Issuances to Fund Acquisitions.(a)

Beginning in early 2014 and through early 2015, the Company acquired 11 retail broker-dealer
subsidiaries in a series of acquisitions with the intent to establish a presence in the retail advice
independent broker-dealer channel and consolidate that sector.  The Company’s strategy focused
on:

creating and expanding its financial advisor base;a.

consolidating the historically fractured and regionally-focusedb.
independent broker-dealer sector;

consolidating IT structures and technology across the Retail Firmsc.
to lay the groundwork for implementation of more advanced
technology and productivity tools for financial advisors;

maintaining independent branding and cultures at the Retail Firmsd.
while simultaneously leveraging economies of scale through
common shared services, back-office, and other support
infrastructure;
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expanding wholesale distribution and investment bankinge.
businesses to new sponsors of direct investment programs and
other investment products;

establishing a “one-stop-shop” financial services institutionf.
(providing research, retail advice, wholesale distribution, and
transaction management services, including transfer agency and
investment banking services) focused on the mass-affluent retail
investor,1820 which management believed was typically
over-looked by “wire house” financial service companies;

maintaining an “open architecture” retail advice platform, wherebyg.
financial advisors and their clients could choose their own menu of
investment products rather than a limited selection of investment
products favored by certain program sponsors; and

diversifying its revenue streams to include more recurring revenueh.
types, including asset management fees, subscription-based
services, and recurring technology revenues.

These major acquisitions included:

Date Acquisition Transaction Consideration

April 29, 2014 Cetera Financial
$1.13 billion in cash.  Substantially all of the acquisition was
financed with the Prepetition Secured Facilities, the Convertible
Notes, and issuance of Series A Preferred Stock.

June 11, 2014 Summit Financial
$57.2 million, with $46.7 million paid in cash and $10.4 million
through Class A common stock issuance.

June 12, 2014 J.P. Turner

$32.7 million, consisting of: $12.8 million cash, $4.9 million of Class
A common stock, and $15.1 million in contingent and deferred
consideration.

On March 4, 2015, the parties amended the J.P. Turner purchase
agreement to settle the remaining consideration.  As part of this
amendment, RCS Capital Corporation paid aggregate consideration
of $9.1 million, consisting of $6.4 million in cash and $2.7 million
worth of Class A common stock.  RCS Capital Corporation also
recorded new deferred consideration of $4.8 million, which was
payable six months from the settlement date to be paid 50% in cash
and 50% in shares of Class A common stock.  As of the Petition
Date, the Debtors have not paid this deferred consideration payable.

June 30, 2014 Hatteras Funds
Aggregate initial purchase price of $40.0 million plus contingent
consideration based on future operating income.  The Company has
paid $30.0 million in cash to date.

As noted above, on January 5, 2016, RCS Capital Corporation sold
1820 “Mass affluent” investors are defined as individuals and households with $100,000 to $1,000,000 of investable 

assets. 
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Date Acquisition Transaction Consideration
100% of the membership units of Hatteras Funds to Raleigh
Acquisition, LLC, a special purpose vehicle controlled by the
then-current management of Hatteras Funds, for $5.5 million and the
assumption of RCS Capital Corporation’s obligations under the
relevant asset purchase agreement for its initial acquisition of
Hatteras Funds, including obligations relating to certain liquidated
damages, deferred payments, and earn-out payments.

June 30, 2014 First Allied

In connection with the First Allied transaction, non-debtor RCAP
Holdings contributed all of its equity interests in First Allied to the
Company.  The effective cost to the Company for the First Allied
acquisition was $271.2 million (including $32.0 million of First
Allied indebtedness) and was paid substantially through Class A
common stock issuances to non-debtor RCAP Holdings.

July 11, 2014 ICH
$52.5 million, consisting of $8.4 million in cash and $44.1 million of
Class A common stock.

July 21, 2014 Trupoly

$2.9 million, consisting of $1.4 million in cash and issuance of $1.5
million in shares of Class A common stock.

On July 21, 2015, the Company paid 50% of the deferred
consideration in shares of Class A common stock and the remainder
in cash.

August 29, 2014 StratCap

$77.5 million, consisting of $67.5 million in cash and $10.0 million
of Class A common stock.  In addition, the Company paid
approximately $10.0 million in cash on December 1, 2014 and is
scheduled to pay earn-out payments in 2016 and 2017 based on the
achievement of certain agreed-upon EBITDA performance targets,
which pursuant to the relevant purchase agreement excludes
StratCap’s securities business.

As noted above, on December 3, 2015, RCS Capital Corporation
signed a letter of intent to sell StratCap to its former owner, Validus
Group Partners, Ltd., for a purchase price of $5.0 million, plus a
working capital adjustment and the waiver of $20 million in
“earn-out” obligations owed to the former owners, 50% of which was
payable in cash and 50% payable in RCS stock.  This transaction
closed on January 29, 2016 for a total cash purchase price of
approximately $8.8 million.

November 21, 2014 Docupace
$42.6 million, consisting of $26.3 million in cash (inclusive of $7.5
million of capital contributions) and issuance of $16.7 million in
shares of Class A common stock.

March 11, 2015 VSR Financial

$66.7 million aggregate consideration, subject to certain adjustments.
The Company paid $26.8 million of the consideration in cash and
issued shares of Class A common stock with a total value of $26.8
million, with the outstanding balance due in deferred compensation
of cash and further stock issuances.

March 18, 2015 Girard
$27.8 million aggregate consideration, subject to certain adjustments,
which is inclusive of the preliminary estimate of amounts payable on
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Date Acquisition Transaction Consideration
the first, second, and third anniversaries of the closing date and
deferred compensation.  On the closing date, the Company paid $14.5
in cash and issued approximately $6.3 million worth of Class A
common stock.

The Company incurred approximately $1.1 billion in debt and preferred stock, and used in
excess of $150 million of cash on hand to fund and finance the acquisitions described above.
The Company’s acquisition plan contemplated the achievement of certain synergies from higher
strategic partner revenues, as well as cost synergies associated with back office management,
technology efficiencies, renegotiation of clearing contracts, elimination of duplicative public
company expense, and other factors.

During the course of 2014 and 2015, the Company experienced a delay in realizing the expected
synergies.  Specifically, strategic partner revenue synergies were not realized in the amounts
originally anticipated due to the effect of proposed regulations and overall market conditions,
which negatively affected transaction volumes.  Cost synergies were not realized in the amounts
and within the timeframe originally anticipated, as the Company lacked sufficient liquidity to
make certain investments required to realize these synergies.

B. Decline in Financial Performance and Anticipated Liquidity Shortfall.(b)

Recently, a number of factors and events contributed to a decline in the
Company’s operating and financial performance, including, but not limited to:

a. ARCP’s accounting errors adversely affected the Company’s 
ability to raise equity capital through its wholesale division on 
behalf of its investment program clients and, as a result, generate 
wholesale revenues.  In addition, the overhang created by the 
accounting errors at ARCP and the historical related-party links 
among the Company, Realty Capital Securities, and the ARC 
Group entities has negatively impacted the Debtors’ reputation and 
business operations.  

a. Recent industry developments have affected financial performance 
and led to industry-wide regulatory and market uncertainty. These 
developments include general market volatility and a low interest 
rate environment. They also include

i. recently announced proposed regulations by the Department of 
Labor affecting the scope of financial advisors’ fiduciary duties to 
customers;

 35

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 40 of 170



ii. recently approved amendments to FINRA rules, which will change 
how investments are required to be disclosed in customer account 
statements and will impose other disclosure obligations; and

iii. the prevalence of recent regulatory enforcement actions against 
broker-dealers.

b. In addition, the termination of the announced transaction between Apollo 
Management and AR Global Investments, LLC met with negative market 
reaction. In particular:

b. i. On August 6, 2015, Apollo Management, agreed to acquire a 60%
stake in AR Global Investments, LLC from AR Capital, LLC, an
entity formerly affiliated with ARCP affiliate, in cash and stock in 
a transaction valued at approximately $378 million. In a related
deal, Apollo Management agreed to acquire the Debtors’
wholesale distribution business for $25 million subject to certain
purchase price adjustments.

c. ii. On November 8, 2015, however, Apollo Management terminated the
agreement to acquire a 60% stake in AR Global Investments, LLC.
In addition, Apollo Management and RCS announced that they
mutually agreed to amend the previously announced sale of the
Debtors’ wholesale distribution business. Under the amended
agreement, the Debtors agreed to sell only the wholesale
distribution business to Apollo Management for $6 million in cash,
subject to certain purchase price adjustments. Ultimately, the
announced sale to Apollo Management was not consummated.

d. The marketplace viewed the termination of the sale transaction as 
negative for RCS Capital Corporation and itsiii. The Class A
common stock plungedof RCS Capital corporation dropped
approximately 46% on The New York Stock Exchange during
trading on November 9, 2015, the day after the announcement of
the Apollo transaction.

e. c. On November 12, 2015, the Massachusetts Securities Division filed an
administrative complaint against Debtor Realty Capital Securities alleging
that it violated the Massachusetts Uniform Securities Act and regulations
thereunder by fraudulently casting shareholder proxy votes in connection
with the operation of its wholesale distribution business.  Subsequently, on
December 2, 2015, RCS Capital Corporation initiated the shutdown of
Realty Capital Securities.  On December 4, 2015, Realty Capital
Securities withdrew from doing business in the Commonwealth of
Massachusetts.
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f. d. Cetera Financial has been susceptible to the financial distress at parent RCS
Capital Corporation and, more recently, has experienced a strain in its
financial advisor network, including with respect to recruitment and
retention of key personnel.  CurrentAs noted above, current industry
headwinds including market volatility, recently announced proposed
regulations by the Department of Labor affecting financial advisor’s
purported fiduciary duties to customers, and a continuing low interest rate
environment have also impacted recent financial performance.

e. The uncertainty created by the accounting restatements at ARCP and the 
historical related-party relationships among the Company, Realty Capital 
Securities, and the ARC Group entities have negatively affected the 
Debtors.

g. f. In addition to the default notices described above, on or about January 14,
2016, the Debtors received a notice of default from VEREIT, Inc. under
the $15.3 million unsecured note.

h. g. As described in further detail in the immediately following paragraph, on
January 5, 2015, The New York Stock Exchange delisted the Company’s
Class A common stock.  That decision became permanent on January 21,
2016 with The New York Stock Exchange’s filing of a Form 25 with the
U.S. Securities and Exchange Commission.

In addition, on January 4, 2016, trading in shares of RCS Capital Corporation’s
Class A common stock was suspended.  The next day, on January 5, 2016, The New York Stock
Exchange (NYSE) notified RCS Capital Corporation that it had determined to commence
proceedings to delist the Class A common stock.  Effective that same day, the Class A common
stock was delisted from The New York Stock Exchange (NYSE) and commenced trading on the
OTC Pink marketplace under the symbol “RCAP.”  Subsequently, on February 1, 2015, the OTC
ticker symbol was changed to “RCAPQ US.”

As a result of the foregoing, the Company had been operating under severe
liquidity constraints prior to the RCS Debtor Affiliate Petition Date and did not have sufficient
projected short-term liquidity to service its amortization and interest payment obligations under
the Prepetition Secured Facilities.  On December 31, 2015, the Company failed to make a $14.4
million amortization payment under the First Lien Credit Facility and $5.1 million in combined
interest payments under the Prepetition Secured Facilities.  Given these liquidity constraints, the
Company’s existing capital structure was no longer sustainable based on $60 million of first-lien
amortization and approximately $60 million of cash interest payments.

C. Retention of Professional Advisors and Evaluation of Strategic Alternatives .(c)

In the third quarter of 2015, recognizing the need to address anticipated liquidity shortfalls and
potentially restructure the Company’s balance sheet, the Executive Committee of the Board of
Directors of RCS Capital Corporation authorized the Company to begin engaging advisors to
assist in evaluating strategic alternatives.  On September 15, 2015, the Company engaged Lazard
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Frères & Co. (“Lazard”) as investment banker to assist the Company in exploring one or more
potential transactions, including a significant junior capital raise.1921  Subsequently, on
November 23, 2015, the Company engaged Zolfo Cooper Management, LLC (“Zolfo Cooper”)
to provide certain management and advisory services relating to cash management, assessment
and implementation of strategic alternatives, and restructuring of certain non-core businesses.
Dechert LLP (“Dechert”) has been acting as the Company’s outside legal counsel since
November 24, 2014.

Immediately following its engagement, Lazard commenced diligence review of the Company’s
financial projections and assisted management in developing a Confidential Information
Memorandum (“CIM”) and constructing an electronic data room.  Lazard held discussions with
over 25 potential investors, ten of whom executed confidentiality agreements for the junior
capital raise.  The CIM and other financial information were provided to, and management
meetings were held with, 10 interested parties.  Initial indications of interest were due on
October 14, 2015 and final bids on November 24, which deadline was subsequently extended to
December 4, 2015.

Only two parties submitted final bids, neither of which was sufficient to pay off the debt
outstanding under First Lien Credit Facility, let alone provide recoveries to more junior
creditors.  Subsequently, the Company received a non-binding proposal from Luxor setting forth
a potential equity investment in RCS Capital Corporation, but Luxor subsequently abandoned
that proposal after reviewing the November actual results.

During this same period, the Company, with the assistance of its advisors, began negotiating
with certain of the Company’s lenders under its First Lien Credit Facility (collectively, the
“First Lien Lenders”), certain of the Second Lien Lenders, and Luxor and certain of its
affiliates on the terms of a balance sheet restructuring.

D. Forbearance Agreement and Restructuring Support Agreement.(d)

As of December 31, 2015, the Company entered into separate forbearance agreements with
requisite numbers of its First Lien Lenders, Second Lien Lenders, and Convertible Noteholders,
as well as certain affiliates of Luxor with respect to their respective holdings of the Senior
Unsecured Notes.  Pursuant to these agreements, the aforementioned lenders agreed to forebear
from exercising rights or remedies with respect to then-existing events of default until January
29, 2016, which permitted the Company to, among other things, forgo a $14.4 million
amortization payment under the First Lien Credit Facility and approximately $5.1 million in
combined interest payments under the Prepetition Secured Facilities, all of which was payable on
December 31, 2015.  In addition, the requisite majorities of First and Second Lien Lenders
agreed to permit the Company to retain the net cash proceeds from the sale of Hatteras Funds
instead of prepaying such lenders as would have otherwise been required under the respective
terms of the First Lien and Second Lien Credit Agreements.

1921  The Company subsequently expanded the scope of Lazard’s engagement to include the negotiation and 
consummation of any Financing Event or Restructuring Transaction, each as defined in that certain 
engagement letter, dated as of November 24, 2015, between RCS Capital Corporation and Lazard. 
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Subsequently, on January 29, 2016, after extensive and arm’s-length negotiations over more than
eight weeks, the Debtors, certain of the Non-Debtor Subsidiaries, certain of the Prepetition
Secured Lenders, and Luxor reached an agreement on the terms of a restructuring to be
implemented through these chapter 11 cases, which was formalized by the RSA.

The RSA is supported by holders of (i) approximately 92.5% of the principal face dollar amount
of the outstanding loans under the First Lien Credit Facility (representing 86% of the number of
holders of First Lien Claims), (ii) approximately 87.6% in principal face dollar amount of the
outstanding loans under the Second Lien Term Facility (representing 74.6% of the number of
holders of Second Lien Claims), and (iii) over $135 million in unsecured claims, representing the
overwhelming majority of the Debtors’ unsecured debt.  Thus, the parties to the RSA meet the
requisite thresholds for acceptance of a plan of reorganization under section 1126(c) of the
Bankruptcy Code.

The RSA contemplates, among other things, that as long as the RSA remains in effect, the
Debtors and the other RSA Parties each agree to support and take all reasonable actions
necessary to implement the restructuring transaction (the “Restructuring Transaction”)
contemplated in the RSA and the term sheet attached thereto (the “Plan Term Sheet”) pursuant
to the pre-arranged Plan.

Securities Litigation.2.4

 Weston Securities Litigation.(a)

The Weston Securities Litigation consists of  a class action pending in the United States 
District Court for the Southern District of New York, brought on behalf of persons who 
purchased or otherwise acquired common stock of RCS Capital Corporation between February 
12, 2014 and December 18, 2014, seeking remedies under sections 11, 12(a)(2), and 15 of the 
Securities Act of 1933 and sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and 
Rule 10b-5 promulgated thereunder (the “Weston Securities Litigation”). 

            In the Corrected Amended Class Action Complaint for Violation of the Federal Securities 
Laws (the “Weston Complaint”) filed in the Weston Securities Litigation on June 30, 2015, the 
court-appointed lead plaintiffs in the Weston Securities Litigation, Oklahoma Police Pension 
Fund and Retirement System and the City of Providence, Rhode Island (the “Weston Lead 
Plaintiffs”) allege, for themselves and on behalf of the putative class, that (among other things) 
Nicholas Schorsch and other defendants who managed and controlled RCS Capital Corporation 
made false and misleading statements touting the strength of RCS Capital Corporation’s’ core 
wholesale distribution and investment banking businesses and their prospects for success.  The 
Weston Lead Plaintiffs further allege that Schorsch and others caused other related businesses 
they controlled to issue fraudulent financial statements that in turn made their statements 
regarding the strength of RCS Capital Corporation’s’ businesses materially false and misleading.  
The Securities Complaint alleges that as a result of these misstatements and the materialization 
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of risks the defendants had concealed, the closing price of RCS Capital Corporation’s common 
stock fell from $19.76 per share on October 28, 2014 to $9.95 on December 18, 2014, causing 
losses to the Weston Lead Plaintiffs and the putative class. The Weston Securities Litigation is 
stayed as against RCS Capital Corporation by operation of the automatic stay but is proceeding 
against the non-Debtor defendants.  The non-Debtor defendants in the Weston Securities 
Litigation have moved to dismiss the Weston Securities Litigation.  Their motions to dismiss are 
fully briefed and scheduled for oral argument on April 5, 2016.

 ARCP Securities Litigation.(b)

The ARCP Securities Litigation consists of a securities litigation class action pending in 
the United States District Court for the Southern District of New York, styled In re: American 
Realty Capital Properties, Inc. Litigation (15-mc-0040-AKH) (“ARCP Securities Litigation”) 
brought on behalf of those who purchased or otherwise acquired American Realty Capital 
Properties, Inc. (n/k/a VEREIT, Inc.) (“ARCP”) securities, including ARCP common stock, 
preferred stock and debt securities, as well as those who traded in option contracts on ARCP 
stock between September 7, 2011 and October 29, 2014, seeking remedies under sections 11, 
12(a)(2), and 15 of the Securities Act of 1933 and sections 10(b) and 20(a) of the Securities 
Exchange Act of 1934 and Rule 10b-5 promulgated thereunder (the “ARCP Securities 
Litigation”).

           In the Second Amended Class Action Complaint for Violation of the Federal Securities 
Laws (the “ARCP Complaint”) filed in the ARCP Securities Litigation on December 18, 2015, 
plaintiffs allege, for themselves and on behalf of the putative class, that (among other things) (a) 
non-Debtor ARCP and certain of its non-Debtor affiliates, (b) Debtors RCS Capital Corporation 
and Realty Capital Securities (collectively, the “Debtor Defendants”), (c) certain of ARCP’s 
current and former officers and directors, (d) certain persons and entities that allegedly possessed 
the power to control and allegedly did control the actions of ARCP, (e) ARCP’s auditor, and (f) 
certain underwriters of ARCP’s securities, violated the federal securities laws in connection with 
certain misstatements and omissions concerning ARCP.  The claims asserted in the ARCP 
Securities Litigation against the Debtor Defendant Realty Capital Securities are limited to claims 
for violations of Section 11 of the Securities Act of 1933 arising out of its role as co-manager of 
the underwriting of one offering of ARCP securities. The claims asserted in the ARCP Securities 
Litigation Claims against the Debtor Defendant RCS Capital Corporation are limited to claims 
for violations of Section 15 of the Securities Act and Section 20 of the Securities Exchange Act 
of 1934 arising out of its alleged control of other defendants.  The ARCP Securities Litigation is 
stayed against the Debtor Defendants by operation of the automatic stay, but is proceeding 
against the non-Debtor defendants.  Pursuant to an Order from United States District Judge 
Alvin K. Hellerstein, the ARCP Lead Plaintiffs have filed a motion in the Bankruptcy Court 
seeking to vacate the automatic stay in order to proceed with the ARCP Securities Litigation 
against the Debtor Defendants.  The non-Debtor defendants in the ARCP Securities Litigation 
have moved to dismiss the ARCP Securities Litigation.  Opposition briefs are due on March 15, 
2016, and reply briefs are due on April 5, 2016.   
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ARTICLE III.

DESCRIPTION OF THE DEBTORS’ CHAPTER 11 CASES

Continuation of the Businesses after the Petition Date.3.1

 General Case Background.(a)

On January 31, 2016, each of the Debtors filed voluntary petitions in the Bankruptcy
Court for relief under chapter 11 of the Bankruptcy Code.  Pursuant to an order of the
Bankruptcy Court dated February 2, 2016, the Chapter 11 Cases are being jointly administered
for procedural purposes under Case Number 16-10223.  The Honorable Mary F. Walrath is
presiding over the Chapter 11 Cases.  The Debtors continue to operate their businesses and
manage their properties as debtors in possession pursuant to sections 1107 and 1108 of the
Bankruptcy Code.  As of the date hereof, no request has been made for the appointment of a
trustee or examiner in these cases.

 Employment and Compensation of Professionals.(b)

To assist them in carrying out their duties as debtors in possession, and to
otherwise represent their interests in the Chapter 11 Cases, the Debtors, subject to Bankruptcy
Court approval, retained:

Dechert as bankruptcy counsel;

Young Conaway Stargatt & Taylor, LLP (“Young Conaway”) as
Delaware local counsel;

Zolfo Cooper as restructuring advisor;

Lazard as investment banker; and

Prime Clerk as claims and noticing agent and administrative advisor; and

KPMG as tax and accounting consultants.

On February 2, 2016, the Bankruptcy Court entered an order approving the retention of
Prime Clerk.  On [DATE],February 23, 2016, the Bankruptcy Court entered orders approving the
retention of Dechert, Young Conaway, Zolfo Cooper, and Lazard.  On [DATE], the Debtors filed 
with the Bankruptcy Court a motion seeking an order authorizing the Debtors to employ and 
retain professionals utilized in the ordinary course of business to assist the Debtors in their 
day-to-day business operations [ECF No.  ●] (the “Ordinary Course Professionals Motion”).  
On [DATE],Lazard.  On March [__], 2016, the Bankruptcy Court entered an order approving the
Ordinary Course Professionals Motionretention of KPMG.

 Customary “First Day” Orders.(c)
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To minimize the possible disruption to the Debtors upon the filing of these Chapter 11
Cases, among other reasons, on the Petition Date, the Debtors filed the following motions with
the Bankruptcy Court:

Debtors’ Motion for an Order, Pursuant to Bankruptcy Rule 1015 anda.
Local Rule 1015-1, Authorizing the Joint Administration of the Debtors’
Chapter 11 Cases;

Debtors’ Application for an Order, Pursuant to 28 U.S.C. § 156(c),b.
Bankruptcy Rule 2002(f), and Local Rule 2002-1(f), Appointing Prime
Clerk LLC as Clams and Noticing Agent, Nunc Pro Tunc to the Petition
Date;

Debtors’ Motion for Entry of an Order, Pursuant to Sections 105(a),c.
363(b), 507(a)(8), 541, 1107(a) and 1108 of the Bankruptcy Code,
Authorizing (I) the Debtors to Pay Certain Prepetition Taxes and Fees and
Related Obligations and (II) Banks to Honor and Process Check and
Electronic Transfer Requests Related Thereto;

Debtors’ Motion for an Order, Pursuant To Sections 105(a), 363 and 364d.
of the Bankruptcy Code, (I) Authorizing (A) Payment of Prepetition
Obligations Incurred in the Ordinary Course of Business in Connection
with Insurance Programs, Including Payment of Policy Premiums, and (B)
Continuation of Insurance Premium Financing Programs; and (II)
Authorizing Banks to Honor and Process Check and Electronic Transfer
Requests Related Thereto;

Motion of Debtors for Entry of an Order Approving (I) the Debtors’e.
Continued Maintenance of Their Existing Bank Accounts and Use of
Their Cash Management System, (II) the Payment of Certain Obligations
Related Thereto, (III) the Continuation of Intercompany Transactions,
(IV) Administrative Expense Status for Postpetition Intercompany Claims,
(V) the Debtors’ Continued Use of Existing Business Forms, and (VI)
Granting the Debtors a Waiver of the Requirements Contained in Section
345(b) of the Bankruptcy Code on an Interim Basis;

Motion of Debtors for an Order Authorizing (I) the Payment of Prepetitionf.
Wages and Salaries, (II) the Payment and Honoring of Prepetition
Employee Policies and Benefits, and (III) the Continuation of Workers’
Compensation Policies;
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Debtors’ Motion for Entry of Interim and Final Orders: (I) Pursuant to 11g.
U.S.C. §§ 105, 361, 362, 363, 364 and 507 Authorizing the Debtors to (A)
Obtain Postpetition Financing, (B) Grant Liens and Superpriority
Administrative Expense Status, (C) Use Cash Collateral of Prepetition
Secured Parties, and (D) Grant Adequate Protection to Prepetition Secured
Parties; (II) Scheduling a Final Hearing Pursuant to Bankruptcy Rules
4001(b) and 4001(c); and (III) Granting Related Relief;

Debtors’ Motion for an Order Granting the Debtors Leave to File Jointh.
Plan of Reorganization for RCS Capital Corporation and Its Affiliated
Debtors Under Chapter 11 of the Bankruptcy Code Without Concurrent
Filing of an Accompanying Disclosure Statement; and

Motion for Entry of Interim and Final Orders (I) Establishing Notificationi.
and Hearing Procedures for Transfers of or Claims of Worthless Stock
Deductions with Respect to Certain Equity Securities and (II) Establishing
a Record Date for Notice for Trading in Claims Against the Debtors’
Estates.

On February 2, 2016 and February 3, 2016, the Bankruptcy Court entered orders granting
the relief requested in each of these motions (certain of which on an interim basis), with certain
modifications.  On [DATE],February 23, 2016, the Bankruptcy Court entered final orders
granting the relief previously approved on an interim basis.

 Appointment of Committee.(d)

Pursuant to section 1102(a)(1) of the Bankruptcy Code, on [DATE],February 11, 
2016, the U.S. Trustee appointed an Official Committee of Unsecured Creditors (the
“Committee”) [ECF No. [ ●]122].  The Committee retained [ ●]Gibson Dunn LLP as its legal
advisor and [ ●]FTI Consulting Inc. as its financial advisor.  The current members of the
Committee are:

Wilmington Savings Fund Society, FSB, as successor indenture trustee to the 
Convertible Notes

VEREIT Operating Partnership, LP

RSM US LLP

Geneos Wealth Management, Inc.

William Mello

 Debtor in Possession Financing.(e)

On the Petition Date, the Debtors filed with the Bankruptcy Court a motion seeking an
order authorizing the Debtors to, among other things, obtain postpetition debtor in possession
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financing, grant adequate protection to the prepetition lenders and use cash collateral [ECF No.
18] (the “DIP Motion”).  Pursuant to the DIP Motion, the Debtors sought, among other things,
authorization for RCS Capital Corporation, as borrower, to obtain senior secured priming and
superpriority postpetition debtor in possession financing, and for each of the other Debtors and
certain Non-Debtor Subsidiaries (collectively, the “DIP Obligors”) to unconditionally guaranty,
jointly and severally, RCS Capital Corporation’s obligations in connection with such
postpetition debtor in possession financing.  On February 3, 2016, the Bankruptcy Court entered
an order granting the DIP Motion and approving the Debtors’ entry into the DIP Facility on an
interim basis.  On February 3, 2016, the Bankruptcy Court entered the interim DIP Order [ECF
No. 87] authorizing the relief requested in the DIP Motion on an interim basis, including
authorizing the Debtors to immediately obtain $25 million of the $100 million in financing
available under the DIP Facility.  On [DATE],February 25, 2016, the Bankruptcy Court entered
an order granting the DIP Motion and approving the Debtors’ entry into the DIP Facility on a
final basis.

Key terms of the DIP Facility were negotiated in concert with, and attached as an exhibit
to, the RSA.  As set forth in more detail therein and in the DIP Motion, the DIP Facility consists
of a senior secured priming and superpriority debtor in possession term loan credit facility made
available to RCS Capital Corporation in an original principal amount of $100 million.  The DIP
Facility is being provided through commitments by certain of the First Lien Lenders and Second
Lien Lenders.  Barclays Bank PLC serves as DIP Agent, collateral agent, sole lead arranger, sole
bookrunner, and sole syndication agent under the DIP Facility.  All amounts outstanding under
the DIP Facility bear interest at rates specified therein.

Obligations under the DIP Facility are secured by, among other things, perfected first
priority security interests in and liens granted by the DIP Obligors on all owned or after-acquired
assets and property of the DIP Obligors (including, without limitation, inventory, accounts
receivable, property, plant, equipment, rights under leases and other contracts, commercial tort
claims, patents, copyrights, trademarks, tradenames and other intellectual property and capital
stock of subsidiaries), and the proceeds thereof, subject to customary exceptions and excluding
assets of deferred compensation plans for financial advisors of retail brokerage entities (the “DIP
Collateral”), excluding the Debtors’ claims and causes of action under sections 502(d), 544,
545, 547, 548, 549 and 550 of the Bankruptcy Code (collectively “Avoidance Actions”) (it
being understood that notwithstanding such exclusion of Avoidance Actions, upon entry of the
final order approving the DIP Facility, to the extent approved by the Bankruptcy Court, such lien
shall attach to any proceeds of the Avoidance Actions, provided that the security interest and lien
on any such proceeds of Avoidance Actions required to be contributed to the Creditor Trust
pursuant to the Plan (as described below) shall be released upon such contribution).

As a condition of the DIP Facility, the Debtors are operating their businesses pursuant to
an agreed-upon budget (subject to certain enumerated variances), the terms of which are set forth
in the definitive documents governing the DIP Facility.  The budget contemplates that the
proceeds of the DIP Facility will be used to (i) provide working capital to the Debtors; (ii) fund
interest, discount, fees and other payments contemplated in respect of the DIP Facility and
provide adequate protection to the First Lien Lenders, First Lien Agent, Second Lien Lenders
and Second Lien Agent in exchange for the use of Prepetition Collateral and the priming of their
liens; (iii) fund advisor retention loans for certain key members of management and advisors of
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Cetera Financial Group up to an aggregate amount of $50 million; (iv) provide funding to each
BD (other than J.P. Turner & Company, LLC) to support compliance with these entities’ net
capital and other regulatory requirements (the “BD Capital Contributions”); and (v) to provide
funding to subsidiaries that are not debtors in the Bankruptcy Cases.  The funding of the Cetera
retention loans and the BD Capital Contributions under the DIP Facility is designed to allow the
Debtors to prevent significant advisor attrition and protect and preserve the Company’s retail
investment services businesses, where the material value of the Debtors’ businesses resides.

In addition, the Debtors must maintain compliance with covenants regarding, without
limitation, disposition of cash collateral and proceeds of the DIP Facility, incurrence of
additional liens senior to pari passu with the liens under the DIP Facility, and provision of
detailed financial deliverables.  The DIP Facility incorporates customary events of default for
debtor in possession facilities.

The DIP Facility reflects and incorporates material improvements requested by the 
Committee, which represents the interests of unsecured creditors. These provisions requested by 
the Committee include a requirement that the DIP Lenders use best efforts to obtain repayment 
from assets other than the proceeds of the Avoidance Actions and Litigation Assets, which the 
Debtors and the Committee believe should ensure those proceeds are available to fund the 
Creditor Trust.

A final hearing on the DIP Motion was held on February [24],24, 2016 and an order
approving the DIP Motion on a final basis was entered on February [ ●],25, 2016.

 Restructuring Support Agreement(f)

After over two months of extensive, good faith negotiations, on January 29, 2016, the
Debtors, the Non-Debtor Subsidiaries, the First Lien Agent, the Second Lien Agent, Luxor and
First Lien Lenders representing approximately 92.5% of the First Lien Claims in Class 2 and
Second Lien Lenders representing approximately 87.6% of the Second Lien Claims in Class 3,
entered into the RSA.  Pursuant to the RSA, Luxor and the First Lien Lenders and Second Lien
Lenders party thereto agreed to support the confirmation of a plan of reorganization consistent
with the terms of the RSA and the Plan Term Sheet attached thereto. The Plan proposed by the
Debtors is consistent with the RSA and Plan Term Sheet and is supported by the parties to the
RSA.

The RSA contains customary terms, including an agreement among the Debtors, the First
Lien Lenders and Second Lien Lenders party thereto, and Luxor to support a plan of
reorganization that is consistent with the RSA and an agreement by the parties to negotiate in
good faith regarding necessary documentation (including, but not limited to, (i) this Disclosure
Statement and any motion seeking the approval hereof, (ii) the order approving the Disclosure
Statement, (iii) the Confirmation Order, (iv) the ballots for voting on the Plan, (v) the motion to
approve the form of the ballots and any solicitation of the Plan, (vi) any documentation relating
to the DIP Facility, the Exit Facility, the New Second Lien Facility and (vii) any documentation
relating to exit financing, post-emergence organizational documents, equity holder-related
agreements or other related documents to be executed on or before the Effective Date), and to
refrain from supporting any plans of reorganization other than the Plan.  In addition, the First
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Lien Lenders’ and Second Lien Lenders’ agreement to provide the Debtors with the DIP Facility
and the consensual use of cash collateral is an integral part of the RSA.

The RSA also requires the Company to timely comply with, among other things, each of
the following milestones (the “Milestones”), which may be extended with the prior written
consent of the Majority RSA Lenders (as defined in the RSA):2022

obtain entry of a final order approving the entry by the Debtors(i)
into the DIP Facility within thirty-five (35) days of the Petition Date;

obtain entry of an order approving the assumption by the Debtors(ii)
of the RSA (the “RSA Assumption Order”) within thirty-five (35) days of the
Petition Date;

obtain entry of an order approving this Disclosure Statement(iii)
within forty (40) days of the Petition Date;

the commencement of prepackaged chapter 11 cases by certain of(iv)
the Non-Debtor Subsidiaries that are not RIAs by March 25, 2016 and the
completion of solicitation of votes with respect to the Prepackaged Plan for such
cases on or before March 15, 2016;

obtain entry of an order confirming the Plan and Prepackaged Plan(v)
on or before May 1, 2016; and

cause the Effective Date of the Plan and Prepackaged Plan to occur(vi)
on or before May 15, 2016;

Failure to comply with the Milestones set forth in the RSA may result in a “Supporting
Party Termination Event” pursuant to which the Required Consenting Lenders may exercise
their rights to terminate the RSA.

The RSA reflects and incorporates material improvements to the RSA requested by the 
Committee, which represents the interests of unsecured creditors. These provisions requested by 
the Committee include a “fiduciary out” provision and a review of the fees incurred by the 
parties to the RSA.

A hearing on the Debtor’s motion to assume the RSA was held on February [24,]March 
16, 2016, and the RSA Assumption Order was entered on [DATE]the same date.

 Protection of Tax Attributes.(g)

2022 In addition to the Milestones set forth above, the RSA required the commencement of these Chapter 11 Cases 
by no later than January 31, 2016, the filing of the Plan and DIP Motion on the Petition Date, entry of the 
Interim DIP Order by no later than two Business Days following the Petition Date, and the filing of this 
Disclosure Statement and a motion seeking approval of this Disclosure Statement by no later than five days 
after of the Petition Date.  Each of these Milestones was either met or extended with the consent of the 

�Majority RSA Lenders. 
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On January 31, 2016, the Debtors filed the Motion Regarding Chapter 11 First Day 
Motions Motion for Interim and Final Orders (I) Establishing Notification and Hearing 
Procedures for Transfers of or Claims of Worthless Stock Deductions with Respect to Certain 
Equity Securities and (II) Establishing a Record Date for Notice for Trading in Claims Against 
the Debtors' EstatesMotion Regarding Chapter 11 First Day Motions Motion for Interim and 
Final Orders (I) Establishing Notification and Hearing Procedures for Transfers of or Claims of 
Worthless Stock Deductions with Respect to Certain Equity Securities and (II) Establishing a 
Record Date for Notice for Trading in Claims Against the Debtors' Estates [ECF No. 11] (the
“WSD Procedures Motion”).  The purpose of the WSD Procedures Motion was to preserve the
flexibility to implement a balance sheet restructuring that maximizes the value of the Debtors’
tax attributes by closely monitoring certain transfers of the equity securities of Holdings and
claims of worthlessness with respect to the equity securities of Holdings.  On February 3, 2016,
the Bankruptcy Court entered an interim order establishing notification and hearing procedures
for transfers of equity securities.  A hearing to consider the relief requested in the WSD
Procedures Motion on a final basis is scheduled for February 24, 2016.

 Potential Claims against RCAP Holdings, LLC and Certain Other Claims.(h)

The Debtors believe that they and/or certain of their subsidiaries have claims against RCAP
Holdings, LLC, its affiliates, partners, and officers, and certain former officers and directors of
the Debtor, based on certain transactions and business activities it caused the Debtors to enter
into for the benefit of RCAP Holdings, LLC, its affiliates, partners, and officers, and certain
former officers and directors of the Debtor at the Debtor’s expense. These claims, among other
claims and causes of action, will be transferred to and vested in the Creditor Trust and pursued
by the Creditor Trust Administrator following the Effective Date.  A non-exhaustive list
disclosing certain of the Claims and Causes of Action transferred to and that may be brought by
the Creditor Trust shall be included as part of the Plan Supplement.  In accordance with the Plan,
the net proceeds of these claims will be distributed to holders of Class A Units and Class B Units
in accordance with the Creditor Trust Distribution Schedule and Section 6.11 of the Plan.

  Luxor’s Prepetition Involvement with the Debtors.(i)

Luxor is a Released Party under the Plan.  A Luxor designee, who is unaffiliated with 
Luxor, has served on Holdings’ board of directors as an independent director since February 
2014 as an independent director.  In addition, at the time the Senior Unsecured Notes were 
issued in November 2015, a Luxor representative was appointed to the board, and the executive 
committee of the board, of RCS Capital Corporation.  The Luxor representative (who is Luxor’s 
Director of Research) resigned from the board on February 4, 2016.  Thus, during the 
negotiations of the Plan and the RSA, which contemplates broad releases for Luxor, its officers 
and directors, and other Luxor-related parties, Luxor had a representative on the board, in 
addition to being one of the Debtors’ largest investors.  Luxor’s representatives, however, 
abstained from participating in all deliberations on, and the vote to approve, the RSA and the 
Plan by the board of RCS Capital Corporation. 

Case Administration.3.2

 Exclusivity.(a)
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Under the Bankruptcy Code, debtors have the exclusive right to file a plan or plans for an
initial period of 120 days from the date on which the debtor filed its bankruptcy petition.  If
debtors file a plan within this exclusive period, then the debtors have the exclusive right for 180
days from the Petition Date to solicit acceptances of their plan.  During these exclusive periods,
no other party in interest may file a competing plan.  A court may extend these periods upon
request of a party in interest and “for cause.”

The Debtors’ initial exclusive filing period expires on May 30, 2016, and the Debtors’
initial exclusive solicitation period expires on July 29, 2016.

 Schedules and Establishment of Bar Date.(b)

On [DATE],February 18, 2016, the Debtors filed their schedules and statements of
financial affairs (collectively, the “Schedules”), which are available for viewing at the Website.

By order of the Bankruptcy Court dated [DATE]February 29, 2016 [ECF No. [ ●]239]
(the “Bar Date Order”), and pursuant to Bankruptcy Rule 3003(c)(3), the Bankruptcy Court
established (a) [DATE]March 31, 2016 at [TIME]5:00 p.m. (Eastern Time) (the “General Bar
Date”) as the deadline by which all persons and entities, other than governmental entities (as
such term is defined in the Bankruptcy Code), must file proofs of Claim with respect to Claims
arising before the Petition Date (including proofs of Claim with respect to Claims for the value
of any goods (not services) received by any of the Debtors in the ordinary course of business
within 20 days before the Petition Date pursuant to section 503(b)(9) of the Bankruptcy Code
(“503(b)(9) Claims”)) against the Debtors’ estates.  The Bar Date Order also established the
later of (i) the General Bar Date, or (ii) [TIME]5:00 p.m. (Eastern Time) on the date that is
thirty-five (3035) days after entry of an order (which may be the order confirming the Plan)
approving the rejection of an executory contract or unexpired lease as the deadline for filing
proofs of Claims based on rejection of such contracts or leases (the “Rejection Bar Date”).  In
accordance with the Bar Date Order, written notice of the General Bar Date and the Rejection
Bar Date was mailed to all known claimants.

Pursuant to Rule 3003(c)(2) of the Bankruptcy Rules, any creditor whose applicable
claim was not scheduled, or was scheduled as disputed, contingent, or unliquidated, and who
failed to file a proof of claim on or before the applicable bar date, will not be treated as a creditor
with respect to the Plan or receive a distribution under the Plan.

 Claims.(c)

The Debtors have estimated the approximate amount of Allowed Claims and have set
forth such estimates in the table set forth in Article I above.

THESE ESTIMATES ARE PRELIMINARY AND TENTATIVE GIVEN THE
LIMITED REVIEW AND ANALYSIS UNDERTAKEN BY THE DEBTORS TO DATE.
THESE AMOUNTS REPRESENT ESTIMATES BY THE DEBTORS BASED ON CURRENT
INFORMATION ONLY.  THE DEBTORS MAKE NO REPRESENTATION AS TO THE
EXTENT THESE ESTIMATES ULTIMATELY PROVE ACCURATE IN LIGHT OF
ACTUAL CLAIMS AND THE RESOLUTION OF CLAIMS DISPUTES.  FOR
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INFORMATION REGARDING THE LIMITATIONS OF AND UNCERTAINTIES
RELATING TO THESE ESTIMATES, SEE ARTICLE XI BELOW (“CERTAIN RISK
FACTORS TO BE CONSIDERED”).

ARTICLE IV.

THE PLAN2123

Overview of Chapter 11.4.1

The commencement of a chapter 11 case creates an estate that comprises all of the legal
and equitable interests of the Debtors as of the Petition Date.  The Bankruptcy Code provides
that the debtor may continue to operate its business and remain in possession of its property as a
“debtor in possession.”

The consummation of a plan is the principal objective of a chapter 11 case.  A plan sets
forth the means for satisfying claims against and interests in a debtor.  Confirmation of a plan by
the bankruptcy court makes the plan binding upon the debtor, any Person acquiring property
under the plan and any creditor or equity interest holder of a debtor.

In general, a chapter 11 plan (a) divides claims and equity interests into separate classes,
(b) specifies the property, if any, that each class is to receive under the plan, and (c) contains
other provisions necessary to the reorganization or liquidation of the debtor and that are required
or permitted by the Bankruptcy Code.  Under section 1124 of the Bankruptcy Code, a class of
claims is “Impaired” under a plan unless the plan (i) leaves unaltered the legal, equitable, and
contractual rights of each holder of a claim in such class, or (ii) provides, among other things, for
the cure of existing defaults and reinstatement of the maturity of claims in such class.

Pursuant to section 1125 of the Bankruptcy Code, acceptance or rejection of a plan may
not be solicited after the commencement of the chapter 11 cases until such time as the court has
approved a disclosure statement as containing adequate information.  Pursuant to section 1125(a)
of the Bankruptcy Code, “adequate information” is information of a kind, and in sufficient detail,
to enable a hypothetical reasonable investor to make an informed judgment regarding the plan.
To satisfy applicable disclosure requirements, the Debtors submit this Disclosure Statement to
holders of Claims that are Impaired and not deemed to have rejected the Plan.

Overview of the Plan.4.2

 General.(a)

THE FOLLOWING IS A SUMMARY OF SOME OF THE SIGNIFICANT
ELEMENTS OF THE PLAN.  THIS DISCLOSURE STATEMENT IS QUALIFIED IN
ITS ENTIRETY BY REFERENCE TO THE MORE DETAILED INFORMATION SET
FORTH IN THE PLAN AND THE EXHIBITS AND SCHEDULES THERETO.  YOU
SHOULD READ THE PLAN IN ITS ENTIRETY BEFORE VOTING TO ACCEPT OR
TO REJECT THE PLAN.

2123  This summary is qualified in its entirety by the Plan.  To the extent that any provision of this summary is 
inconsistent with the Plan, the Plan will control.
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The Plan classifies Claims and Interests separately in accordance with the Bankruptcy
Code and provides different treatment for different Classes of Claims and Interests.  The Plan
separates the various Claims (other than those that do not need to be classified) into eight (8)
separate Classes and classifies the Interests into two (2) Classes.  These Classes take into
account the differing nature and priority of Claims against, and Interests in, the Debtors.  Unless
otherwise indicated, the characteristics and amounts of the Claims or Interests in the following
Classes are based on the books and records of the Debtors.

This Section summarizes the treatment of each of the Classes of Claims and Interests
under the Plan, and describes other provisions of the Plan.  Only holders of Allowed Claims —
Claims that are not disputed, contingent, or unliquidated in amount and are not subject to an
objection or an estimation request — are entitled to receive distributions under the Plan.  For a
more detailed description of the definition of “Allowed,” see Section 1.4 of the Plan.  Until a
Disputed Claim becomes Allowed, no distribution of Cash, securities and/or other instruments or
property otherwise available to the holder of such Claim will be made.

The Debtors believe that they and the other parties appointed pursuant to the Plan will be
able to perform their respective obligations under the Plan.  Also, the Debtors believe that the
Plan provides for equitable treatment for the holders of Claims and Interests.

The Confirmation Date will be the date on which the Bankruptcy Court enters the
Confirmation Order.  The Effective Date will be a day, as determined by the Debtors with the
consent of the First Lien Agent, Second Lien Agent and the Required Consenting Lenders that is
the Business Day on or after all conditions to substantial consummation of the Plan have been
satisfied or waived in whole or in part by the Debtors, the First Lien Agent, Second Lien Agent
and the Required Consenting Lenders, as applicable.

Other than as specifically provided in the Plan, the treatment under the Plan of each
Claim and Interest will be in full satisfaction, settlement, release and discharge of all Claims or
Interests.  Except as otherwise provided in the Plan or the Confirmation Order, all consideration
necessary for the Reorganized Debtors to make Cash payments pursuant to the Plan will be
obtained from the existing Cash balances of the Debtors and new loans to be made to the Debtors
upon emergence.

All Claims and Interests, except General Administrative Claims, Professional Fee
Claims, Priority Tax Claims and DIP Claims (if any) (the “Unclassified Claims”), are placed in
the Classes described below and set forth in Section 3 of the Plan.  In accordance with section
1123(a)(1) of the Bankruptcy Code, the holders of the Unclassified Claims are not entitled to
vote on the Plan.  A Claim or Interest is placed in a particular Class only to the extent that the
Claim or Interest falls within the description of that Class and is classified in other Classes to the
extent that any portion of the Claim or Interest falls within the description of such other Classes.

 Purpose and Effects of the Plan.(b)

The overall purpose of the Plan is to restructure the Debtors’ Estates in a manner
designed to efficiently maximize recovery to stakeholders.  The Debtors have sought to achieve
this purpose through a debt for equity restructuring of the Debtors’ balance sheet.
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Time for Filing Administrative Claims and Professional Fee Claims.

General Administrative Claims.1.

Except as otherwise provided in Section 2 of the Plan, unless it has previously filed a
claim with the Bankruptcy Court, the holder of a General Administrative Claim, other than the
holder of:

a General Administrative Claim (i) that has been Allowed by a(1)
Final Order or under the Plan on or before the Effective Date or (ii)
for an expense or liability incurred and payable in the ordinary
course of business by a Debtor;

any Cure Claim related to amounts due and payable in the ordinary(2)
course of business and pursuant to ordinary trade terms;

a General Administrative Claim held by a current officer, director(3)
or employee of the Debtors for indemnification, contribution, or
legal fees in connection with such indemnification or contribution
claims pursuant to (A) any Debtor’s operating agreement,
certificate of incorporation, by-laws, or similar organizational
document or (B) any indemnification or contribution agreement
approved by the Bankruptcy Court;2224

an Administrative Claim arising, in the ordinary course of(4)
business, out of the employment by one or more Debtors of an
individual from and after the Petition Date, but only to the extent
that such Administrative Claim is solely for outstanding wages,
commissions, accrued benefits, or reimbursement of business
expenses; or

a 503(b)(9) Claim (which shall be subject to their own Claims Bar(5)
Date)

will be required to file with the Bankruptcy Court and serve requests for payment of General
Administrative Claims pursuant to the procedures specified in the Confirmation Order and the
notice of entry of the Confirmation Order no later than thirty (30) days after the Effective Date
(the “General Administrative Claims Bar Date”).  Such requests for payment of General
Administrative Claims will need to include at a minimum:  (A) the name of the applicable
Debtor that is purported to be liable for the General Administrative Claim, and if the General
Administrative Claim is asserted against more than one Debtor, the exact amount asserted to be
owed by each such Debtor; (B) the name of the holder of the General Administrative Claim; (C)
the amount of the General Administrative Claim; (D) the basis of the General Administrative
Claim; and (E) supporting documentation for the General Administrative Claim.  HOLDERS
OF GENERAL ADMINISTRATIVE CLAIMS THAT ARE REQUIRED TO, BUT DO
2224 As of the date hereof, the Debtors are not aware of any Administrative Claim held by a current officer, 

director or employee of the Debtors for indemnification, contribution, or legal fees in connection with such 
indemnification or contribution claims as set forth in this Section 4.2(c)(1)(4) of the Disclosure Statement. 
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NOT, FILE AND SERVE A REQUEST FOR PAYMENT OF SUCH GENERAL
ADMINISTRATIVE CLAIMS BY SUCH DATE WILL BE FOREVER BARRED,
ESTOPPED AND ENJOINED FROM ASSERTING SUCH GENERAL
ADMINISTRATIVE CLAIMS AGAINST THE DEBTORS OR THEIR PROPERTY AND
SUCH GENERAL ADMINISTRATIVE CLAIMS WILL BE DEEMED DISCHARGED
AS OF THE EFFECTIVE DATE.  Objections to requests for payment of General
Administrative Claims, if any, must be filed and served on the Reorganized Debtors and the
requesting party no later than one hundred twenty (120) days after the Effective Date.

For the avoidance of doubt, Administrative Claims related to breach of contract, tort or
any other Claim not related to amount due and payable in the ordinary course of business and
pursuant to ordinary trade terms held by any party, including, parties to any Executory Contract
or Unexpired Lease that is not rejected by the Debtors, or any trade creditor or customer, must be
filed by the General Administrative Claims Bar Date set forth in Section 5.13 of the Plan.

Professional Fee Claims.2.

The Plan provides that holders of Professional Fee Claims2325 shall file their
respective final fee applications for the allowance of compensation for services rendered and
reimbursement of expenses incurred from and after the Petition Date through the Effective Date
by no later than the date that is forty-five (45) days after the Effective Date, or such other date
that may be fixed by the Bankruptcy Court.  ANY PERSON THAT FAILS TO FILE SUCH
APPLICATION ON OR BEFORE SUCH DATE WILL BE FOREVER BARRED FROM
ASSERTING SUCH PROFESSIONAL FEE CLAIM AGAINST THE DEBTORS, THE
REORGANIZED DEBTORS OR THEIR PROPERTY AND THE HOLDER THEREOF
WILL BE ENJOINED FROM COMMENCING OR CONTINUING ANY ACTION,
EMPLOYMENT OF PROCESS OR ACT TO COLLECT, OFFSET OR RECOVER
SUCH CLAIM.

Objections to Professional Fee Claims, if any, will be required to be filed and served
pursuant to the procedures set forth in the Confirmation Order no later than sixty-five (65) days
after the Effective Date or on such other date as established by the Bankruptcy Court.

 Description and Treatment of Unclassified Claims.(c)

In accordance with section 1123(a)(1) of the Bankruptcy Code, U.S. Trustee Fees,
Administrative Claims, Professional Fee Claims, Priority Tax Claims and DIP Claims are not
classified under the Plan.  To confirm the Plan, the Unclassified Claims must be paid in full or in
a manner otherwise agreeable to the holders of those Claims.

3. U.S. Trustee Fees.1.

On or before the Effective Date, the Debtors will pay all U.S. Trustee Fees in full in
Cash.  Any U.S. Trustee Fees due after the Effective Date will be paid by the Reorganized
Debtors in the ordinary course until the earlier of the entry of a final decree closing the
2325 As set forth in the Plan, the fees and expenses incurred by professionals and advisors to the DIP Agent, the 

First Lien Agent, the Second Lien Agent, the Required Consenting Lenders, and Luxor, and the Convertible 
Notes Indenture Trustee do not constitute “Professional Fee Claims.”
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applicable Chapter 11 Case, or a Bankruptcy Court order converting or dismissing the applicable
Chapter 11 Case.  Any deadline for filing Administrative Claims or Professional Fee Claims will
not apply to claims for U.S. Trustee Fees.

4. General Administrative Claims.2.

Except to the extent that a holder of an Allowed General Administrative Claim has been
paid by the Debtors prior to the Effective Date or agrees to less favorable or equal, but different,
treatment, each holder of an Allowed Administrative Claim will be paid, in exchange for and in
full satisfaction, settlement, release, and discharge of such Allowed General Administrative
Claim, Cash in an amount equal to the amount of such Allowed Administrative Claim on, or as
soon thereafter as is reasonably practicable, the latest of (i) the Effective Date, (ii) the first
Business Day after such General Administrative Claim becomes Allowed by a Final Order of the
Bankruptcy Court or (iii) the date such General Administrative Claim becomes due and payable
after such General Administrative Claim becomes Allowed by a Final Order of the Bankruptcy
Court; provided, however, that Allowed General Administrative Claims incurred in the ordinary
course of business may be paid in full in the ordinary course of business, at the option of the
Reorganized Debtors, consistent with past practice and in accordance with the terms and subject
to the conditions of any agreements governing, instruments evidencing, or other documents
relating to such transactions.

5. Professional Fee Claims.3.

Allowed Professional Fee Claims will be paid in full in Cash by the Reorganized Debtors
either (a) within five (5) Business Days of the date such Professional Fee Claim is approved by a
Final Order issued by the Bankruptcy Court, or (b) upon such other terms as may be mutually
agreed upon by such holder of an Allowed Professional Fee Claim and the Reorganized Debtors.
Professionals will not be required to seek Bankruptcy Court approval of any fees and expenses
incurred after the Effective Date in connection with the Debtors, Reorganized Debtors or the
Chapter 11 Cases.  Failure to file a final fee application by the deadline set forth above will
result in the relevant Professional Fee Claim being forever barred and disallowed.  Objections to
any Professional Fee Claim must be filed and served on the Reorganized Debtors and the
requesting party no later than sixty-five (65) days after the Effective Date or such other date as
established by the Bankruptcy Court.

6. Priority Tax Claims.4.

Except to the extent that a holder of an Allowed Priority Tax Claim agrees to a less
favorable treatment, each holder of an Allowed Priority Tax Claim will receive, in exchange for
and in full satisfaction, settlement, release, and discharge of its Allowed Priority Tax Claim, at
the election of the Debtors with the consent of the Required Consenting Lenders, (i) Cash in an
amount equal to the amount of such Allowed Priority Tax Claim on, or as soon thereafter as is
reasonably practicable, the later of the (a) Effective Date or (b) fifteenth (15th) Business Day
after the date such Priority Tax Claim becomes an Allowed Priority Tax Claim, or (ii) equal
annual Cash payments in an aggregate amount equal to the amount of such Allowed Priority Tax
Claim, together with interest at the applicable rate under section 511 of the Bankruptcy Code,
over a period not exceeding five (5) years after the Petition Date.  The Reorganized Debtors will
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have the right to prepay an Allowed Priority Tax Claim at any time under this option.  All
Allowed Priority Tax Claims that are not due and payable on or before the Effective Date will be
paid in the ordinary course of business as such obligations become due.

No holder of an Allowed Priority Tax Claim will be entitled to receive any payment on
account of any penalty not representing compensation of an actual pecuniary loss arising with
respect to or in connection with such Allowed Priority Tax Claim.  Any such Claim or demand
for any such penalty will be deemed disallowed and expunged.  The holder of an Allowed
Priority Tax Claim will not assess or attempt to collect such penalty from the Debtors, the
Reorganized Debtors, or their property.

7. DIP Claims.5.

All DIP Claims will be Allowed in full in the amount of the DIP Obligations outstanding
on the Effective Date.  Except as otherwise agreed to by the Debtors, the DIP Agent, the
“Required Lenders” under, and as defined in, the DIP Credit Agreement and the Required
Consenting Lenders, on the Effective Date, each holder of an Allowed DIP Claim shall be paid
in Cash in full from the proceeds of the Exit Facility in accordance with the DIP Credit
Agreement and the Exit Credit Documents.

 Description of Classification and Treatment of Claims and Interests (d)
Pursuant to the Plan.

This Section summarizes the treatment of each of the Classes of Claims against and
Interests in the Debtors under the Plan.  For a more detailed description of the treatment of
each Class of Claims and Interests, please refer to Section 3 of the Plan.

8. Class 1: Other Priority Claims.1.

Class 1 comprises the Other Priority Claims against the Debtors.  Except to the extent
that a holder of an Allowed Other Priority Claim agrees to a less favorable treatment, each
holder of an Allowed Other Priority Claim will receive, in exchange for and in full satisfaction,
settlement, release, and discharge of such Allowed Other Priority Claim, Cash in the full amount
of such Allowed Other Priority Claim on, or as soon thereafter as is reasonably practicable, the
later of the Effective Date or the fifteenth (15th) Business Day after the date such Other Priority
Claim becomes Allowed.

Class 1 is Unimpaired.  Each holder of an Allowed Other Priority Claim in Class 1 is
conclusively presumed to accept the Plan and is not entitled to vote to accept or reject the Plan.
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9. Class 2: First Lien Claims.2.

Class 2 comprises the First Lien Claims against the Debtors.  The First Lien Claims will
be Allowed in the aggregate amount of $556.0 million. 2426  On the Effective Date, (i) in
exchange for and in full satisfaction, settlement, release, and discharge of its Pro Rata share of
$50 million of the aggregate amount of Allowed First Lien Claims, each holder of an Allowed
First Lien Claim will receive its Pro Rata Share of 38.75% of the Reorganized Holdings Equity
Interests, and (ii) in exchange for and in full satisfaction, settlement, release, and discharge of its
Pro Rata share of $500 million of the aggregate amount of Allowed First Lien Claims, each
holder of an Allowed First Lien Claim will receive its Pro Rata share of the New Second Lien
Facility.

Class 2 is Impaired.  Each holder of an Allowed First Lien Claim in Class 2 is entitled to
vote to accept or reject the Plan.

10. Class 3: Second Lien Claims.3.

Class 3 comprises the Second Lien Claims against the Debtors.  The Second Lien Claims
will be allowed in the aggregate amount of $153.2 million, with $50 million of such Allowed
Claims to be treated as Secured Second Lien Claims and $103.2 million to be treated as Second
Lien Deficiency Claims. On the Effective Date:

(i) in exchange for and in full satisfaction, settlement, release, and discharge
of its Pro Rata share of the aggregate Allowed Secured Second Lien
Claims, each holder of an Allowed Second Lien Claim shall receive its
Pro Rata Share of 38.75% of the Reorganized Holdings Equity Interests,
and

(ii) in exchange for and in full satisfaction, settlement, release, and discharge
of its Pro Rata share of the aggregate Allowed Second Lien Deficiency
Claims, each holder of an Allowed Second Lien Claim will receive its Pro
Rata share of Class B Units, entitling the holders thereof to receive a share
of the distributions of the Litigation Asset Proceeds allocated to the
holders of Class B Units pursuant to the Creditor Trust Distribution
Schedule.  For the avoidance of doubt, holders of Allowed Second Lien
Claims will waive all rights to and shall not receive any distributions of
Creditor Assets or the proceeds thereof from the Creditor Trust.

Class 3 is Impaired.  Each holder of an Allowed Second Lien Claim in Class 3 is entitled
to vote to accept or reject the Plan.

2426 Notwithstanding the Allowed amount of the First Lien Claims, solely to the extent of their treatment under 
the Plan, the amount of the First Lien Claims will be deemed to be $550 million. Agreement to this treatment 
under the Plan shall not be deemed a waiver or admission that the holders of First Lien Claims are in any way 
not fully entitled to the full value of their Claims.
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11. Class 4: Other Secured Claims4.

Class 4 comprises the Other Secured Claims against the Debtors.  Unless a holder of an
Allowed Other Secured Claim agrees to a less favorable treatment, in full satisfaction,
settlement, release, and discharge of, and in exchange for, such Allowed Other Secured Claim,
on the Effective Date, each Allowed Other Secured Claim will be Reinstated, or, at the option of
the Debtors or the Reorganized Debtors with the consent of the Required Consenting Lenders,
each holder of an Allowed Other Secured Claim will receive, either (i) Cash in the full amount of
such Allowed Other Secured Claim, including any postpetition interest Allowed pursuant to
section 506(b) of the Bankruptcy Code, (ii) the net proceeds of the sale or disposition of the
collateral securing such Allowed Other Secured Claim to the extent of the value of the holder’s
secured interest in such collateral, (iii) the collateral securing such Allowed Other Secured
Claim, or (iv) such other Distribution as necessary to satisfy the requirements of section 1129 of
the Bankruptcy Code on account of such Allowed Other Secured Claim.

Class 4 is Unimpaired.  Each holder of an Allowed Other Secured Claim in Class 4 is
conclusively presumed to accept the Plan and is not entitled to vote to accept or reject the Plan.

12. Class 5: General Unsecured Claims.5.

Class 5 comprises the Allowed General Unsecured Claims against the Debtors.

On the Effective Date, each holder of an Allowed General Unsecured Claim, in exchange
for and in full satisfaction, settlement, release, and discharge of such Allowed General
Unsecured Claim, shall receive its Pro Rata share of Class A Units, entitling the holders thereof
to receive a share of the Creditor Trust Assets allocated to holders of General Unsecured Claims
in accordance with the Creditor Trust Distribution Schedule and Section 6.11 of the Plan. Each
holder of a General Unsecured Claim shall be permitted to reduce its Claim to $[ ●]2,000 and
receive, in lieu of the Distribution provided to holders of Claims in Class 5, Distribution as if the
Claim is a Class 6 Convenience Class Claim.  Creditor Trust Assets include (i) $12 million in
Cash, (ii) New Warrants and (iii) certain non-released Causes of Action.

Class 5 is Impaired.  Each holder of an Allowed General Unsecured Claim in Class 5 is
entitled to vote to accept or reject the Plan.

13. Class 6: Convenience Class Claims.6.

Class 6 comprises the Convenience Class Claims against the Debtors.  Each holder of an
Allowed Convenience Class Claim will receive in exchange for and in full satisfaction,
settlement, release, and discharge of such Allowed Convenience Class Claim, payment in full in
Cash from the Reorganized Debtors on or as soon as reasonably practicable after the Effective
Date in an amount not to exceed $[ ●].2,000.

Class 6 is Unimpaired.  Each holder of an Allowed Convenience Class Claim in Class 6
is conclusively presumed to accept the Plan and is not entitled to vote to accept or reject the
Plan.
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14. Class 7:  Subordinated Claims.7.

Class 7 comprises the Subordinated Claims against the Debtors, including the Claims 
against the Debtors in the ARCP Securities Litigation.  Each holder of a Subordinated Claim
shall receive no Distribution.

Class 7 is Impaired.  Each holder of a Subordinated Claim in Class 7 is conclusively
presumed to reject the Plan and is not entitled to vote to accept or reject the Plan.

15. Class 8: Intercompany Claims.8.

Class 8 comprises the prepetition Intercompany Claims.  On the Effective Date, each
Intercompany Claim will be reinstated or extinguished in the discretion of the Debtors with the
written consent of the Required Consenting Lenders.

As Debtors or Affiliates of the Debtors, each holder of an Intercompany Claim in Class 8
is conclusively presumed to accept the Plan and is not entitled to vote to accept or reject the
Plan.

16. Class 9: Intercompany Interests.9.

Class 9 comprises the Intercompany Interests.  On the Effective Date, each Class 9
Intercompany Interest will be Reinstated.

Class 9 is Unimpaired.  Each holder of an Allowed Intercompany Interest in Class 9 is
conclusively presumed to accept the Plan and is not entitled to vote to accept or reject the Plan.

17. Class 10: Holdings Equity Interests and Purchase-Related 10.
Claims.

Class 10 comprises the Equity Interests in Holdings and the Claims against Holdings in 
the Weston Securities Litigation, which have the same priority as the common Interests in 
Holdings pursuant to section 510(b) of the Bankruptcy Code.  Each holder of a Holdings Equity
Interest or Claim against Holdings in the Weston Securities Litigation will receive no
Distribution on account of such Equity Interest.  All Holdings Equity Interests will be deemed
cancelled as of the Effective Date.

Class10 is Impaired.  Each holder of a prepetition Holdings Equity Interest or Claim 
against Holdings in the Weston Securities Litigation in Class 10 is conclusively presumed to
reject the Plan and is not entitled to vote to accept or reject the Plan.

 Distributions.(e)
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18. Distribution Record Date.1.

On the Distribution Record Date,2527 the transfer ledgers for holders of Claims or
Interests maintained by the Debtors will be closed, and there will be no further changes in the
record holders of such Claims or Interests for purposes of Distributions hereunder.  The Debtors,
the Reorganized Debtors, the First Lien Agent, the Second Lien Agent, and the Convertible
Notes Indenture Trustee will have no obligation to recognize any transfer of any such Claims or
Interests occurring after the Distribution Record Date and will be entitled instead to recognize
and deal for all purposes under the Plan with only those record holders listed on the transfer
ledgers as of the Distribution Record Date.

19. Date of Distributions.2.

In the event that any payment or act under the Plan is required to be made or performed
on a date that is not a Business Day, then the making of such payment or the performance of
such act may be completed on or as soon as reasonably practicable after the next succeeding
Business Day, but will be deemed to have been completed as of the required date.

20. No Recourse.3.

No holder of a Claim will have recourse to the Reorganized Debtors (or any property of
the Reorganized Debtors) or the Creditor Trust (or any of the Creditor Trust Assets), other than
with regard to the enforcement of rights or Distributions under the Plan, and the transactions
contemplated thereby and by the Definitive Documents.  If and to the extent that there are
Disputed Claims, Distributions on account of any such Disputed Claims will be made pursuant to
the provisions set forth in Section 7 of the Plan.

21. Disputed Identity of Claim Holder.4.

If any dispute arises as to the identity of a holder of an Allowed Claim entitled to receive
any Distribution, the Reorganized Debtors or the Creditor Trust Administrator, as applicable,
may, in lieu of making such Distribution to such Person, make such Distribution into a
segregated account until the disposition thereof will be determined by an order of the Bankruptcy
Court or by written agreement among the interested parties.

Distributions on Account of Obligations of Multiple Debtors.5.

For all purposes associated with Distributions under the Plan, all guarantees by any 
Debtor of the obligations of any other Debtor, as well as any joint and several liability of any 
Debtor with respect to any other Debtor, shall be deemed fully satisfied by a single Distribution 
so that any obligation that could otherwise be asserted against more than one Debtor shall result 
in a single Distribution under the Plan; provided, that, for the avoidance of doubt, this shall not 
affect the obligation of each and every Debtor to pay U.S. Trustee Fees.

25  27   The “Distribution Record Date” means the date to be agreed among the Debtors and the Required 
Consenting Lenders that is no later than two (2) Business Days before the Effective Date; provided, however, 
that the Distribution Record Date will not apply to any publicly traded securities.

 58

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 63 of 170



22. Release of Liens.6.

Except as otherwise provided in the Plan, the Definitive Documents, or in any contract,
instrument, release or other agreement or document entered into or delivered in connection with
the Plan, on the Effective Date, all mortgages, deeds of trust, liens or other security interests
against the property of any Debtor’s Estate will be fully released and discharged, and all of the
right, title and interest of any holder of such mortgages, deeds of trust, liens or other security
interests, including any rights to any collateral thereunder, will revert to the applicable
Reorganized Debtors and their successors and assigns.  As of the Effective Date, the
Reorganized Debtors will be authorized to execute and file on behalf of all applicable creditors
who have had their liens released and discharged pursuant to the foregoing such Uniform
Commercial Code termination statements, mortgage or deed of trust releases or such other forms,
releases or terminations as may be necessary or appropriate to implement the Plan.

23. Disbursing Agents.7.

All Distributions under the Plan to holders of Allowed General Administrative Claims,
Allowed Professional Fee Claims, Allowed Priority Tax Claims and Allowed Other Secured
Claims will be made by the applicable Reorganized Debtor, or their designees, as Disbursing
Agent.  The DIP Agent and/or such other entity as it may designate will be the Disbursing Agent
for the holders of Allowed DIP Claims.  The First Lien Agent and/or such other entity as it may
designate will be the Disbursing Agent for the holders of Allowed First Lien Claims.  The
Second Lien Agent and/or such other entity as it may designate will be the Disbursing Agent for
the holders of Allowed Second Lien Claims, solely with respect to the Distribution of
Reorganized Holdings Equity Interests pursuant to Section 4.3 of the Plan.  Distributions to
holders of Allowed Second Lien Deficiency Claims and Allowed General Unsecured Claims as
beneficiaries of the Creditor Trust will be made by the Creditor Trust Administrator as
Disbursing Agent subject to, as applicable, the terms of the Creditor Trust Agreement and
Sections 4.3, 4.5, 5.17, and 6.11 of the Plan.

Each Disbursing Agent will be empowered to (i) effect all actions and execute all
agreements, instruments and other documents necessary to perform its duties under the Plan, (ii)
make Distributions consistent with the Plan, (iii) employ professionals to represent it with
respect to its responsibilities, and (iii) exercise such other powers as may be vested in the
Disbursing Agent by Order of the Bankruptcy Court, pursuant to the Plan or as deemed by the
Disbursing Agent to be necessary and proper to implement the provisions of the Plan.

Except as provided otherwise in the Plan or ordered by the Bankruptcy Court, the amount
of any reasonable fees and expenses (including without limitation, reasonable attorneys’ fees and
expenses) incurred by any Disbursing Agent other than the Creditor Trust Administrator will be
paid in Cash by the Reorganized HoldingsDebtors.

The DIP Agent, as Disbursing Agent, will administer Distributions to the holders of
Allowed DIP Claims in accordance with the Plan and the DIP Credit Agreement.  Upon delivery
to the DIP Agent of the Cash to be distributed on account of DIP Claims pursuant to Section 2.5
of the Plan, the Reorganized Debtors will be released of all liability with respect to the delivery
of such Distributions.
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The First Lien Agent, as Disbursing Agent, will administer Distributions to the holders of
Allowed First Lien Claims in accordance with the Plan and the First Lien Credit Agreement.
The issuance and Distribution of the Reorganized Holdings Equity Interests to the First Lien
Agent and the execution of the New Second Lien Facility by the Reorganized Debtors and each
of the parties thereto will be deemed Distributions to the respective holders of Allowed First
Lien Claims.  Upon completion of the acts in the immediately preceding sentence, the
Reorganized Debtors will be released of all liability with respect to the delivery of such
Distributions.

The Second Lien Agent, as Disbursing Agent, will administer Distributions to the holders
of Allowed Secured Second Lien Claims in accordance with the Plan and the Second Lien Credit
Agreement, solely with respect to the to the Distribution of Reorganized Holdings Equity
Interests pursuant to Section 4.3 of the Plan.  The issuance and Distribution of the Reorganized
Holdings Equity Interests to the Second Lien Agent will be deemed Distributions to the
respective holders of Allowed Secured Second Lien Claims.  Upon delivery of the Reorganized
Holdings Equity Interests to the Second Lien Agent in accordance with the Plan, the
Reorganized Debtors will be released of all liability with respect to the delivery of Distributions
of Reorganized Holdings Equity Interests pursuant to Section 4.3 of the Plan.

The Creditor Trust Administrator, as Disbursing Agent, will distribute the Class A Units
to holders of Allowed General; Unsecured Claims and Class B Units to the holders of Allowed
Second Lien Deficiency Claims, subject to, as applicable, the terms of the Creditor Trust
Agreement and Sections 4.3, 4.5, 5.17, and 6.11 of the Plan.  Upon completion of the transfers
pursuant to Sections 5.17(d) of the Plan, the Reorganized Debtors will be released of all liability
with respect to the delivery of Distributions to the beneficiaries of the Creditor Trust.

The DIP Agent, the First Lien Agent, Second Lien Agent, and the Creditor Trust
Administrator will be exculpated by all Persons from any and all Claims, Causes of Action, and
other assertions of liability arising out of the discharge of the powers and duties conferred upon
it as Disbursing Agent under the Plan or any order of the Bankruptcy Court pursuant to or in
furtherance of the Plan.  No holder of a Claim or an Interest or other party in interest will have or
pursue any Claim or Cause of Action against the DIP Agent, the First Lien Agent, the Second
Lien Agent, the Creditor Trust Administrator or any of their respective Representatives and
advisors for making payments in accordance with the Plan or for implementing provisions of the
Plan in its capacity as Disbursing Agent.  The foregoing provisions will have no effect on the
liability of any entity that would otherwise result from any such act or omission to the extent that
such act or omission is determined in a Final Order to have constituted fraud, theft or willful
misconduct.

24. Surrender of Securities or Instruments.8.

As a condition to receiving any Distribution or release under the Plan, if requested by the
Debtors or the Reorganized Debtors, as applicable, each holder of a certificated instrument or
note (other than the First Lien Agent, the Second Lien Agent, the Convertible Notes Indenture
Trustee or any First Lien Lender or Second Lien Lender, or holder of a Convertible Note Claim,
each in its capacity as such) will be required to surrender such instrument or note held by it to
the Reorganized Debtors and execute such documents and instruments as the Debtors or the
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Reorganized Debtors require to effectuate and further evidence the terms and conditions of the
Plan.  Any holder of such instrument or note that fails to (i) surrender such instrument or note or
execute such documents and instruments as the Debtors require, or (ii) execute and deliver an
affidavit of loss and/or indemnity reasonably satisfactory to the Reorganized Debtors and furnish
a bond in form, substance, and amount reasonably satisfactory to the Reorganized Debtors before
the first anniversary of the Effective Date, will be deemed to have forfeited all rights, Claims or
releases and may not participate in any Distribution or release hereunder.  Any Distribution so
forfeited will become property of the Reorganized Debtors.

25. Delivery of Distributions; Unclaimed Property.9.

Subject to Bankruptcy Rule 9010, all Distributions to any holder of an Allowed Claim
shall be made by the applicable Disbursing Agent, which shall transmit such Distribution to the
holders of Allowed Claims at:  (a) the address of such holder on the books and records of the
Debtors or their agents; or (b) at the address in any written notice of address change delivered to
the Debtors or the applicable Disbursing Agent, including any addresses included on any filed
proofs of Claim or transfers of Claim filed pursuant to Bankruptcy Rule 3001.  In the event that
any Distribution to any holder is returned as undeliverable, the Disbursing Agent may, but will
not be required to, make efforts to determine the current address of such holder, but no
Distribution to such holder will be made unless and until the Disbursing Agent has determined
the then-current address of such holder, at which time such Distribution will be made to such
holder without interest.

The applicable Disbursing Agent will hold all Unclaimed Property for the benefit of the
holders of Claims entitled thereto under the terms of the Plan.  At the end of six (6) months
following the relevant date on which a Distribution was made, the holders of Allowed Claims
theretofore entitled to Unclaimed Property held pursuant to Section 6.9(b) of the Plan will be
deemed to have forfeited such property, whereupon (i) with respect to all Unclaimed Property for
Allowed Claims other than Allowed General Unsecured Claims and Allowed Second Lien 
Deficiency Claims all right, title and interest in and to such property will immediately and
irrevocably revest in the Reorganized Debtors without the need for any further notice to, or
action of, the Bankruptcy Court or any other party (including such holders), such holders will
cease to be entitled to such Unclaimed Property and any such Unclaimed Property that is Cash
will be property of the Reorganized Debtors, free and clear of any restrictions thereon, and the
Disbursing Agent will transfer such property to Reorganized Holdings, and (ii) with respect to
all Unclaimed Property for Allowed General Unsecured Claims and Allowed Second Lien 
Deficiency Claims, all right, title and interest in and to such property will immediately and
irrevocably revest in the Creditor Trust without the need for any further notice to, or action of,
the Bankruptcy Court or any other party, including such holders, such holders will cease to be
entitled thereto, any such Unclaimed Property that is Cash shall be property of the Creditor
Trust, free and clear of any restrictions thereon.  Any non-Cash consideration not distributed on
account of an Allowed Claim (other than an Allowed General Unsecured Claim) as provided in
the Plan will be cancelled.
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26. Distributions on Account of Allowed Claims Only.10.

Notwithstanding anything to the contrary in the Plan, no Distribution will be made on
account of a Disputed Claim until such Disputed Claim becomes an Allowed Claim.  No 
Distributions shall be made on account of Claims (i) that are either (a) not listed on the 
Schedules or (b) listed on the Schedules as disputed, contingent, or unliquidated and (ii) for 
which no proof of claim was Filed by the applicable Claims Bar Date, and no reserve for such 
Claims (including, without limitation, in the CT Disputed Claims Reserve) shall be made 
pursuant to the Plan.

27. Distributions to Creditor Trust Beneficiaries.11.

Establishment of the CT Disputed Claims Reserve. On or as soon as practicable after the
Effective Date, the Creditor Trust Administrator will establish the CT Disputed Claims Reserve
in accordance with the Creditor Trust Agreement.  The Creditor Trust Administrator will set
aside and reserve in the CT Disputed Claims Reserve, for the benefit of each holder of a
Disputed General Unsecured Claim, the number of Class A Units, together with an amount of
Creditor Trust Assets corresponding thereto, equal to the Distribution from the Creditor Trust to
which the holder of such Disputed General Unsecured Claim would be entitled if such Disputed
General Unsecured Claim were an Allowed General Unsecured Claim, in an amount equal to (i)
the amount of such Claim as estimated by the Bankruptcy Court pursuant to an Estimation
Order, (ii) an amount mutually agreed between the Creditor Trust Administrator and the holder
of such Disputed General Unsecured Claim, or (iii) if no agreement has been reached and no
Estimation Order has been entered with respect to such Disputed Claim, the greater of (Aa) the
amount listed in the Schedules and (Bb) the amount set forth in a proof of claim or application
for payment filed with the Bankruptcy Court, or pursuant to an order of the Bankruptcy Court
entered in the Chapter 11 Cases, in each case with respect to such Disputed General Unsecured
Claim.  The difference between (y) the amount so reserved for each such Disputed General
Unsecured Claim and (z) the amount of federal, state and local taxes paid by the Creditor Trust
Administrator with respect to such Disputed General Unsecured Claim will constitute the
maximum Distribution amount to which the holder of such Disputed General Unsecured Claim
may ultimately become entitled from the Creditor Trust if such holder’s Claim (or a portion
thereof) becomes an Allowed General Unsecured Claim.

Manner of Distributions to Holders of Trust Units.  Subject to the terms of the Creditor
Trust Agreement and the Creditor Trust Assets Distribution Schedule, Distributions to holders of
Trust Units shall be made by the Creditor Trust Administrator as follows:

(1)  As soon as practicable after the Effective Date, the Creditor Trust
Administrator will distribute the Cash constituting Distributable Creditor Assets, Pro
Rata to the holders of Class A Units (including Class A Units held in the CT Disputed
Claims Reserve);

(2) The Creditor Trust Administrator may, in its discretion at the direction of
the Creditor Trust Board, either (i) at any time or from time to time, distribute the New
Warrants constituting Distributable Creditor Assets Pro Rata to the holders of Class A
Units (including Class A Units held in the CT Disputed Claims Reserve), or (ii) retain the
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New Warrants and make a distribution of the New Warrant Proceeds Pro Rata to the
holders of Class A Units (including Class A Units held in the CT Disputed Claims
Reserve) as soon as practicable after the receipt thereof in accordance with the terms of
the Creditor Trust Agreement;

(3) The Creditor Trust Administrator will distribute the Distributable
Litigation Asset Proceeds Pro Rata to the holders of Class A Trust Units and Pro Rata to
the holders of Class B Trust Units, respectively, subject to and in accordance with the
Creditor Trust Assets Distribution Schedule, at such time or times as determined by the
Creditor Trust Administrator.

Distributions from Creditor Trust on Disputed General Unsecured Claims. No
Distributions will be made from the Creditor Trust with respect to a Disputed General Unsecured
Claim until the resolution of such Claim by agreement between the holder of the Claim and the
Creditor Trust Administrator or a Final Order.  On or as soon as reasonably practicable after the
next Distribution date after a Disputed General Unsecured Claim becomes an Allowed Claim,
the Creditor Trust Administrator will distribute from the CT Disputed Claims Reserve to the
holder thereof, the number of Class A Units, together with all Creditor Trust Assets distributed
in respect thereof from and after the Effective Date, that would have been distributed to such
holder in respect of such Claim had such Claim been an Allowed General Unsecured Claim, in
the amount in which it is ultimately Allowed.

Distributions to Trust Units from Disallowed Disputed General Unsecured Claims.  To
the extent all or a portion of a Disputed General Unsecured Claim becomes disallowed or is
reclassified, any Creditor Trust Assets previously reserved for such portion of such Disputed
General Unsecured Claim will become Distributable Assets.  Any Unclaimed Property
distributed to holders of Allowed General Unsecured Claims from the Creditor Trust will revert
to the Creditor Trust and be deemed to be Distributable Assets at the end of one (1) year
following the date on which such Unclaimed Property was initially distributed, and the holders
of Allowed General Unsecured Claims theretofore entitled to such Unclaimed Property will be
deemed to have forfeited such property to the Creditor Trust.

Remaining Creditor Trust Assets in CT Disputed Claims Reserve.  To the extent the
Creditor Trust Administrator determines, at any time, that any portion of the Class A Units in the
CT Disputed Claims Reserve, and the Creditor Trust Assets distributed in respect thereof, are not
necessary for the satisfaction of Disputed General Unsecured Claims, the Creditor Trust
Administrator will cancel such Class A Units, and shall distribute the Creditor Trust Assets
distributed in respect thereof to the holders of Class A Units then outstanding, subject to the
discretion of the Creditor Trust Administrator to retain such Class A Units and Creditor Trust
Assets in the CT Disputed Claims Reserve for the satisfaction of other Disputed General
Unsecured Claims.  Once all Disputed General Unsecured Claims have been resolved, any assets
remaining in the CT Disputed Claims Reserve will be distributed to the holders of Class A Units
then outstanding, and any remaining Class A Units held in the CT Disputed Claims Reserve shall
be cancelled.
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28. Manner of Payment under the Plan.12.

Any Cash payment to be made under the Plan may be made by a check, wire transfer, or
such other commercially reasonable manner as the payor will determine in its sole discretion, or
as otherwise required or provided in applicable agreements.  Except as otherwise specified
therein, Cash payments made pursuant to the Plan will be in U.S. currency; provided, however,
that Cash payments to foreign holders of Allowed Claims may be made in such funds and by
such means as are necessary or customary in a particular foreign jurisdiction.

29. Calculation of Distribution Amounts of Reorganized13.
Holdings Equity Interests and New Warrants.

No fractional shares of Reorganized Holdings Equity Interests or New Warrants will be
issued or distributed under the Plan.  Each Person entitled to receive a Reorganized Holdings
Equity Interest or New Warrants will receive the total number of whole shares of Reorganized
Holdings Equity Interests and New Warrants to which such Person is entitled.  Whenever any
Distribution to a particular Person would otherwise call for Distribution of a fraction of a share
of Reorganized Holdings Equity Interests or of a New Warrant, such number of shares or New
Warrants to be distributed will be rounded down to the nearest whole number.

30. Withholding and Reporting Requirements.14.

In connection with the Plan and all Distributions thereunder, any Person making
Distributions under the Plan, including the Reorganized Debtors, will, to the extent applicable, as
determined in its sole discretion, comply with all tax withholding and reporting requirements
imposed by any federal, state, local, or foreign taxing authority, and all Distributions under the
Plan will be subject to any such withholding and reporting requirements. Any such amounts
withheld shall be treated for purposes of the Plan as a Distribution. Any such amounts withheld
shall be treated for purposes of the Plan as a Distribution. The Debtors and the Reorganized
Debtors will be authorized to take all actions necessary or appropriate to comply with such
withholding and reporting requirements.  All Persons holding Claims will be required to provide
any information necessary to affect information reporting and the withholding of such taxes.
Notwithstanding any other provisions of the Plan to the contrary, (a) each holder of an Allowed
Claim will have the sole and exclusive responsibility for the satisfaction and payment of any tax
obligations imposed by any governmental unit, including income, withholding and other tax
obligations, on account of such Distributions, and (b) no Distribution will be made to or on
behalf of such holder pursuant to the Plan unless and until such holder has made arrangements
satisfactory to the Reorganized Debtors for the payment and satisfaction of such tax obligations.
Any Cash and/or other consideration or property to be distributed pursuant to the Plan will,
pending the implementation of such arrangements, be treated as an Unclaimed Property pursuant
to Section 6.9(b) of the Plan.  Any Person issuing any instruments or making any Distribution
under the Plan has the right, but not the obligation, to not make a Distribution until such holder
has made arrangements satisfactory to such issuing or distributing Person for payment of, or
compliance with, any such tax obligations.  A failure to comply with a request to comply with
reporting requirements for a period of one hundred eighty (180) days from the date of notice will
result in an automatic disallowance of the Claim(s) held by the Person failing to comply.  Any
Cash not distributed on account of a Claim as provided in the Plan will be treated as Unclaimed
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Property in accordance with Section 6.9 of the Plan.  Any non-Cash consideration not distributed
on account of a Claim as provided in the Plan will be treated as Unclaimed Property in
accordance with Section 6.9 of the Plan.

31. Setoffs and Recoupment.15.

The Debtors, the Reorganized Debtors, and the Creditor Trust Administrator may, but
will not be required to, set off or recoup against any Claim (for purposes of determining the
Allowed amount of such Claim on which a Distribution will be made), any claims of any nature
whatsoever that the Debtors, the Reorganized Debtors, or the Creditor Trust (due to its rights in
the Litigation Assets) may have against the holder of such Claim, but neither the failure to do so
nor the allowance of any Claim hereunder will constitute a waiver or release by the Debtors, the
Reorganized Debtors, or the Creditor Trust of any such claim the Debtors, Reorganized Debtors,
or the Creditor Trust may have against the holder of such Claim.  Nothing in the Plan will be
deemed to expand rights to setoff or recoup under applicable non-bankruptcy law.
Notwithstanding the foregoing, the Debtors and the Reorganized Debtors will be deemed to
waive and will have no right of setoff or recoupment against the holders of Allowed DIP Claims,
Allowed First Lien Claims, or Allowed Second Lien Claims.

32. Distributions After Effective Date.16.

Distributions made after the Effective Date to holders of Disputed Claims that are not
Allowed Claims as of the Effective Date but which later become Allowed Claims will be deemed
to have been made on the Effective Date, without any post-Effective Date interest thereon.

33. Allocation of Distributions Between Principal and Interest.17.

To the extent that any Allowed Claim entitled to a Distribution under the Plan is
comprised of indebtedness and accrued but unpaid interest thereon, such Distribution will be
allocated to the principal amount (as determined for federal income tax purposes) of the Claim
first, and then to accrued but unpaid interest.

34. Postpetition Interest on Claims.18.

Except to the extent expressly contemplated in the Plan, no holder of an Allowed Claim
will receive in respect of such Claim any Distribution in excess of the Allowed principal amount
of such Claim.  Except for any First Lien Claims and Other Secured Claims on which
postpetition interest is allowed under section 506 of the Bankruptcy Code or is otherwise
authorized to be paid pursuant to Final Order of the Bankruptcy Court, interest will not accrue on
or after the Petition Date.

 65

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 70 of 170



35. Minimum Distributions.19.

No Disbursing Agent will be obligated to make a Distribution of less than $100.00 on
account of an Allowed Claim to any holder of a Claim.  Any holder of an Allowed Claim entitled
to an aggregate Distribution of less than $100.00 will have its Claim for such Distribution
discharged and will be forever barred from asserting any such Claim against the Debtors, their
Estates, the Reorganized Debtors, the Creditor Trust, or their respective property.  Any Cash not
distributed in accordance with the terms of Section 6.19 of the Plan will be the property of the
Reorganized Debtors or the Creditor Trust, as applicable, free of any restrictions thereon.

Claims Paid by Third Parties.20.

To the extent a holder of a Claim receives a Distribution on account of such Claim and 
receives payment from a party that is not a Debtor or a Reorganized Debtor, as applicable, on 
account of such Claim, such holder shall, within fourteen (14) days of receipt thereof, repay or 
return the Distribution to the applicable Reorganized Debtor to the extent the holder’s total 
recovery on account of such Claim from the third party and under the Plan exceeds the amount 
of such Claim as of the date of any such Distribution under the Plan.  The failure of such holder 
to timely repay or return such Distribution shall result in the holder owing the applicable 
Reorganized Debtor annualized interest at the federal judgment rate in effect as of the Petition 
Date on such amount owed for each Business Day after the fourteen-day grace period specified 
above until the amount is repaid.

Claims Payable by Third Parties.21.

No Distributions under the Plan shall be made on account of an Allowed Claim that is 
payable pursuant to one of the Debtors’ insurance policies until the holder of such Allowed 
Claim has exhausted all remedies with respect to such insurance policy.  Notwithstanding 
anything to the contrary herein, any recoveries against any of the Debtors on account of 
Securities Litigation Claims shall be limited to the proceeds of the Debtors’ insurance policies.  

Applicability of Insurance Policies.22.

Except as otherwise provided in the Plan, Distributions to holders of Allowed Claims 
shall be in accordance with the provisions of any applicable insurance policy.

 Procedures for Resolving Disputed, Contingent, and Unliquidated Claims.(f)

36. Claims Administration1.

The Creditor Trust Administrator shall be responsible for and shall retain responsibility
for administering, disputing, objecting to, compromising, or otherwise resolving all General
Unsecured Claims that were not otherwise resolved prior to the Effective Date.  The
Reorganized Debtors shall be responsible for and shall retain responsibility for administering,
disputing, objecting to, compromising, or otherwise resolving all Claims against, and Interests
in, the Debtors other than General Unsecured Claims, including without limitation all General
Administrative Claims, Professional Fee Claims, Priority Tax Claims and Other Secured Claims.
The Creditor Trust Administrator shall be entitled to compensation for its activities relating to
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Claims administration under this Section solely as provided in the Creditor Trust Agreement, and
the Reorganized Debtors shall have no obligation to provide any funding or compensation for
such Claims administration.

37. Objections to Claims.2.

Any objections to Claims shall be served and filed on or before the later of (i) one year
after the Effective Date, or (ii) such other date as may be fixed by the Bankruptcy Court, after
notice and a hearing, with notice only to those parties entitled to notice in the Chapter 11 Cases
pursuant to Bankruptcy Rule 2002.  All Claims held by (i) any of the Excluded Parties and (ii)
any creditor against which an adversary proceeding has been commenced by the Debtors, the
Reorganized Debtors, the Committee, or the Creditor Trust (whether or not such adversary
proceeding is related to such Claims) shall be deemed Disputed Claims.

38. Payments and Distributions with Respect to Disputed3.
Claims.

Notwithstanding any other provision of the Plan, if any portion of a Claim is a Disputed
Claim, no payment or Distribution provided hereunder will be made on account of such Claim
unless and until such Disputed Claim becomes an Allowed Claim.  Notwithstanding any
authority to the contrary, an objection to a Claim or Interest will be deemed properly served on
the holder of the Claim or Interest if the Reorganized Debtors or the Creditor Trust
Administrator, as the case may be, effect service in any of the following manners: (i) in
accordance with Bankruptcy Rule 3007, (ii) to the extent counsel for a holder of a Claim or
Interest is unknown, by first-class mail, postage prepaid, on the signatory on the proof of claim
filed such holder or other representative identified on the proof of claim or any attachment
thereto (or at the last known addresses of such holders of Claims if no proof of claim is Filed or
if the Debtors and the Creditor Trust Administrator have been notified in writing of a change of
address), or (iii) by first-class mail, postage prepaid, on any counsel that has appeared on behalf
of the holder of the Claim or Interest in the Chapter 11 Cases and has not withdrawn such
appearance.

39. Estimation of Claims.4.

On request of a party in interest, the Bankruptcy Court may estimate any contingent,
unliquidated, or Disputed Claim pursuant to section 502(c) of the Bankruptcy Code or other
applicable law by issuing an Estimation Order, regardless of whether an objection was
previously filed with the Bankruptcy Court with respect to such Claim or whether the 
Bankruptcy Court has ruled on any such objection, and the Bankruptcy Court will retain
jurisdiction to estimate any Claim at any time during litigation concerning any objection to any
Claim, including, without limitation, during the pendency of any appeal relating to any such 
objection.  In the event that the Bankruptcy Court estimates any contingent, unliquidated, or
Disputed Claim pursuant to an Estimation Order, the amount so estimated will constitute either
the Allowed amount of such Claim or a maximum limitation on such Claim, as determined by
the Bankruptcy Court.  If the estimated amount constitutes a maximum limitation on the amount
of such Claim, the Reorganized Debtors or the Creditor Trust Administrator may pursue
supplementary proceedings to object to the allowance of such Claim.  All of the aforementioned
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objection, estimation, and resolution procedures are intended to be cumulative and not exclusive
of one another.  Claims may be estimated and subsequently compromised, settled, withdrawn, or
resolved by any mechanism approved by the Bankruptcy Court.

40. Preservation of Rights to Pursue and Settle Claims.5.

Except with respect to the Company Released Causes of Action, the applicable
Reorganized Debtors (with respect to the Retained Causes of Action and any Causes of Action
arising after the Petition Date) and the Creditor Trust (with respect to the Litigation Assets), in
accordance with section 1123(b) of the Bankruptcy Code, will retain and may enforce, sue on,
settle, or compromise (or decline to do any of the foregoing) all Claims, rights, Causes of Action,
suits, and proceedings, whether in law or in equity, whether known or unknown, that they each
may respectively hold against any Person without the approval of the Bankruptcy Court and the
Reorganized Debtors’ and the Creditor Trust’s rights to commence, prosecute, or settle such
Causes of Action will be preserved notwithstanding the occurrence of the Effective Date, subject
to the terms of Section 7.2 of the Plan, the Confirmation Order and any contract, instrument,
release, indenture, or other agreement entered into in connection therewith.  Except as otherwise
provided in the Plan, nothing contained in the Plan or in the Confirmation Order will be deemed
to be a waiver or relinquishment of any claim, Cause of Action, right of setoff, or other legal or
equitable defense which the Debtors had immediately prior to the Petition Date, against or with
respect to any Claim left Unimpaired by the Plan.  On and after the Effective Date, the
Reorganized Debtors (with respect to the Retained Causes of Action and any Causes of Action
arising after the Petition Date) and the Creditor Trust (with respect to the Litigation Assets) will
have, retain, reserve and be entitled to assert all such claims, Causes of Action, rights of setoff,
and other legal or equitable defenses which the Debtors had immediately prior to the Petition
Date fully as if the Chapter 11 Cases had not been commenced, and all of the Debtors’ and the
Reorganized Debtors’ legal and equitable rights respecting any Claim left Unimpaired by the
Plan may be asserted after the Confirmation Date to the same extent as if the Chapter 11 Cases
had not been commenced.

No Person may rely on the absence of a specific reference in the Plan, the Plan
Supplement, or this Disclosure Statement to any Cause of Action against them as any indication
that the Debtors, the Reorganized Debtors, or the Creditor Trust Administrator, as applicable,
will not pursue any and all available Causes of Action against them.  Except with respect to
Causes of Action as to which the Debtors or Reorganized Debtors have released any Person on
or before the Effective Date (including the Company Released Causes of Action and otherwise),
the Debtors, the Reorganized Debtors, and the Creditor Trust, as applicable, expressly reserve all
rights to prosecute any and all Causes of Action against any Person, except as otherwise
expressly provided in the Plan.  Unless any Causes of Action against a Person are expressly
waived, relinquished, exculpated, released, compromised, or settled in the Plan or a Bankruptcy
Court order, the Reorganized Debtors (with respect to the Retained Causes of Action and any
Causes of Action arising after the Petition Date) and the Creditor Trust (with respect to the
Litigation Assets) expressly reserve all Causes of Action for later adjudication, and, therefore, no
preclusion doctrine, including the doctrines of res judicata, collateral estoppel, issue preclusion,
claim preclusion, estoppel (judicial, equitable or otherwise), or laches, will apply to such Causes
of Action upon, after, or as a consequence of the Confirmation, or effectiveness of the Plan.
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Notwithstanding anything contained in Section 7.5(a) or (b) of the Plan, the Reorganized
Debtors shall be prohibited from commencing or prosecuting any Retained Cause of Action
(other than the RCAP Holdings Setoff Cause of Action28) against any Retained Cause of Action
Party other than for setoff or defensive purposes in any suit or action commenced against any
Reorganized Debtor by any Retained Cause of Action Party.

41. Disallowed Claims.Claims Held by Persons Against Whom 6.
Avoidance Action Has Been Commenced.

All Claims held by Persons against whom or which a proceeding asserting an Avoidance
Action has been commenced (whether before or after the Effective Date) will be deemed
“disallowed”Disputed Claims pursuant to section 502(d) of the Bankruptcy Code.  Claims that
are deemed disallowedDisputed Claims pursuant to Section 7.7 of the Plan will continue to be
disallowedDisputed Claims for all purposes until the Avoidance Action against such Person has
been settled or resolved by Final Order and any sums due from such Person have been paid to
the appropriate party.

42. Post-Effective Date Claims and Amendments to Claims.7.

On or after the Effective Date, (i) a Claim, other than an Unsecured Claim, may not be
filed or amended without prior approval by the Bankruptcy Court or prior written authorization
from the Reorganized Debtors, and (ii) an Unsecured Claim may not be filed or amended
without prior approval of the Bankruptcy Court or prior written authorization of the Creditor
Trust Administrator.  Any such new or amended Claim filed without prior written authorization
or Bankruptcy Court approval will be deemed disallowed in full and expunged without any
further notice to or action, order, or approval of the Bankruptcy Court.  Any Claims filed after
the applicable Claims Bar Date, including, without limitation, any bar date established under the
Plan or the Confirmation Order, will be deemed disallowed and expunged in their entirety
without further notice to or action, order, or approval of the Bankruptcy Court or any action
being required on the part of the Debtors, the Reorganized Debtors, or the Creditor Trust
Administrator unless the person or entity wishing to file such untimely Claim has received
Bankruptcy Court authority to do so.

Means for Implementation of the Plan.4.3

 Restructuring Transactions.(a)

On or as of the Effective Date, the Distributions provided for under the Plan will
be effectuated pursuant to the following transactions:

1. the Debtors will transfer the Creditor Trust Assets to the Creditor Trust
pursuant to Sections 5.17(b) and (c) of the Plan free and clear of all liens,

28  On January 8, 2016, RCAP Holdings notified Debtor RCS Capital Corporation that it was exercising an alleged 
right to offset $1,365,122.98 in Cash and $1,400,633.40 in securities against obligations allegedly owed to 
RCAP Holdings and its affiliates under that certain Note Purchase and Class B Share Agreement, dated as of 
November 8, 2015.  The Debtors maintain that such setoff was improper and are retaining under the Plan the 
“RCAP Holdings Setoff Cause of Action,” which is any Cause of Action in connection with that attempted 
exercise of alleged setoff rights. 
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Claims, encumbrances and Interests, and the Creditor Trust Assets will
vest in the Creditor Trust as of the Effective Date;

2. pursuant to Section 5.17(a) of the Plan, the Debtors will issue and the
Creditor Trust Administrator will distribute (i) the Class A Units to
holders of Allowed General Unsecured Claims, and (ii) the Class B Units
to holders of the Allowed Second Lien Deficiency Claims;

3. all Holdings Equity Interests will be cancelled, discharged, and of no
further force or effect and any right of any holder of Holdings Equity
Interests in respect thereof, including any Claim related thereto, will be
deemed cancelled, discharged and of no force or effect,

4. subject to Section 5.1(b) of the Plan, Reorganized Holdings shall issue (i)
38.75% of the Reorganized Holdings Equity Interests Pro Rata to the
holders of Allowed First Lien Claims (ii) 38.75% of the Reorganized
Holdings Equity Interests Pro Rata to the holders of Allowed Second Lien
Claims, (iii) 13.5% of the Reorganized Holdings Equity Interests to the
parties entitled to the Exit Base Discount pursuant to Section 5.14 of the
Plan, (iv) 4.0% of the Reorganized Holdings Equity Interests to the parties
entitled to the Backstop Exit Discount and (v) 5.0% of the Reorganized
Holdings Equity Interest will be held in reserve to be distributed in
accordance with the Management Incentive Plan as determined by the new
board of Reorganized Holdings;

5. Reorganized Holdings will issue the New Warrants in accordance with the
terms and conditions of the New Warrant Agreement;

6. each certificate representing share(s) of Reorganized Holdings Equity
Interests will bear a legend indicating that the Reorganized Holdings
Equity Interests are subject to the terms and conditions of the New
Corporate Governance Documents and/or the Shareholders’ Agreement,
as applicable;

7. subject to Section 5.1(b) of the Plan, (i) the Reorganized HoldingsDebtors
will continue to own, directly or indirectly, the Interests in itstheir
remaining subsidiaries other than the Dissolving Debtors, and (ii) except
as otherwise provided therein (including, but not limited to, as provided in
Section 5.2 of the Plan), the property of each Debtor’s Estate will vest in
the applicable Reorganized Debtor free and clear of all liens, Claims,
encumbrances and Interests;

8. the Reorganized Debtors will incur the obligations under the Exit Credit
Documents and the New Second Lien Credit Documents; and
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9. the releases, exculpations and injunctions provided for in the Plan, which
are an essential element of Debtors’ restructuring transactions, will
become effective.

In addition to, or instead of the foregoing transactions, the Debtors or the Reorganized
Debtors, subject to the prior written consent of the Required Consenting Lenders, and to the
extent set forth in the RSA or Plan, Luxor, may cause any of the Debtors or the Reorganized
Debtors to engage in additional corporate restructuring transactions necessary or appropriate for
the purposes of implementing the Plan, including, without limitation, converting corporate
entities into limited liability companies, forming new entities within the corporate organizational
structure of the Debtors or Reorganized Debtors, cancelling the existing equity at another of the
Debtor entities and issuing new equity therefrom, consolidating, reorganizing, restructuring,
merging, dissolving, liquidating or transferring assets between or among the Debtors and the
Reorganized Debtors, including Reorganized Holdings.  The actions to effect these transactions
may include (a) the execution and delivery of appropriate agreements or other documents of
merger, consolidation, restructuring, reorganization, transfer, disposition, conversion,
liquidation, or dissolution containing terms that are consistent with the terms of the Plan and that
satisfy the requirements of applicable state law and such other terms to which the applicable
Persons may agree; (b) on terms consistent with the terms of the Plan and having such other
terms to which the applicable Persons may agree, the execution and delivery of appropriate
instruments of transfer, conversion, assignment, assumption, or delegation of any asset, property,
right, liability, duty, or obligation; (c) pursuant to applicable state law, the filing of appropriate
certificates or articles of merger, consolidation, conversion, dissolution, or change in corporate
form; and (d) the taking of all other actions that the applicable Persons determine to be necessary
or appropriate, including (i) making filings or recordings that may be required by applicable state
law in connection with such transactions and (ii) any appropriate positions on one or more tax
returns.

The Effective Date will occur, and the Transactionstransactions contemplated by Section
5 of the Plan will be consummated, simultaneously with and subject to the occurrence of (i) the
“Effective Date” and consummation of the restructuring transactions contemplated by the
Prepackaged Plan and (ii) the RIA Release.

 Transfer of Assets and Dissolution of Dissolving Debtors.(b)

Except as otherwise provided in the Plan, all assets, other than Creditor Trust Assets, of
each of the Dissolving Debtors will be transferred to Reorganized Holdings free and clear of all
Liens, Claims, mortgages, options, rights, encumbrances and interests of any kind or nature
whatsoever and will vest in Reorganized Holdings as of the Effective Date.  Subject to the
Restructuring Transactions, as soon as practicable after the transfer of assets pursuant to the
immediately preceding sentence, each of the Dissolving Debtors will be dissolved upon the filing
of appropriate certificates of dissolution with the appropriate governmental authorities under
applicable law, and all agreements, instruments, and other documents evidencing any equity
Interest in any of the Dissolving Debtors, and any right of any holder of such equity Interest in
respect thereof, including any Claim related thereto, will be deemed cancelled, discharged and of
no force or effect.
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 Corporate Governance.(c)

On the Effective Date, Reorganized Holdings will adopt the New Corporate Governance
Documents in form and substance acceptable to the Required Consenting Lenders.  The
certificates of incorporation and bylaws or other organizational documents of the subsidiaries of
Reorganized Holdings, as of the Effective Date, will be amended and restated or otherwise
modified to be consistent in substance with the New Corporate Governance Documents and
otherwise reasonably acceptable to the Required Consenting Lenders.

 Shareholders’ Agreement; New Warrant Agreement.(d)

The Required Consenting Lenders, in their reasonable discretion, may determine to set
forth certain rights and obligations concerning the Reorganized Holdings Equity Interests in the
Shareholders’ Agreement (which, for the avoidance of doubt, might be a limited company
liability agreement), in lieu of providing such rights and obligations in the New Corporate
Governance Documents, in which case such Shareholders’ Agreement, if any, will become
effective as of the Effective Date and be binding on all holders of Reorganized Holdings Equity
Interests; provided that each recipient of Reorganized Holdings Equity Interests must sign the
Shareholders’ Agreement prior to receiving any Reorganized Holdings Equity Interests. The
New Corporate Governance Documents and/or the Shareholders’ Agreement will provide that
the holders of Reorganized Holdings Equity Interests shall be subject to confidentiality
obligations, restrictions against transfer to competitors, and restrictions against transfer that
would result in the Company becoming subject to reporting requirements of section 12 or 15 of
the Securities Exchange Act of 1934, as amended. Each holder of Reorganized Holdings Equity
Interests will be deemed to be bound to the terms of the Shareholders’ Agreement from and after
the Effective Date even if not a signatory thereto.  To the extent that within six (6) months of the
Effective Date, any Reorganized Holdings Equity Interests are not distributed pursuant to the
Plan as a result of such holder failing to sign the Shareholders’ Agreement, such Reorganized
Holdings Equity Interests will be treated as Unclaimed Property in accordance with Section 6.9
of the Plan.

As a condition to the issuance of the New Warrants, each party entitled to a Distribution
of New Warrants under the Plan shall take any and all actions necessary to be bound by the New
Warrant Agreement.  The New Warrant Agreement shall provide that the holders of New
Warrants shall be subject to confidentiality obligations, restrictions against transfer to
competitors, and restrictions against transfer that would result in the Company becoming subject
to the reporting requirements of sections 12 or 15 of the Securities Exchange Act of 1934, as
amended.

 Corporate Action.(e)

Upon the Effective Date, all matters provided for in the Plan that would otherwise require
approval of the members, managers, stockholders or directors of one or more of the Debtors or
Reorganized Debtors, including, without limitation, (i) adoption or assumption, as applicable, of
any Executory Contracts or Unexpired Leases, (ii) selection of the managers, directors and
officers, as appropriate, for the Reorganized Debtors, (iii) the Distribution of the Reorganized
Holdings Equity Interests and the New Warrants, and (iv) all other actions contemplated by the
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Plan (whether to occur before, on or after the Effective Date) will be deemed to have occurred
and will be in effect from and after the Effective Date pursuant to the applicable general
corporation or other applicable law of the states in which the Debtors and the Reorganized
Debtors are organized, including, without limitation, Section 303 of the Delaware General
Corporation Law, without any requirement of further action by the members, managers,
stockholders or directors of the Debtors or the Reorganized Debtors.

On or (as applicable) prior to the Effective Date, the appropriate officers of each
respective Debtor or Reorganized Debtor (including, any vice-president, president, chief
executive officer, treasurer or chief financial officer of any of the foregoing), as applicable, will
be authorized and directed to issue, execute and deliver the agreements, documents, securities,
and instruments contemplated by the Plan (or necessary or desirable to effect the transactions
contemplated by the Plan) in the name of and on behalf of the applicable Debtor or Reorganized
Debtor, including (i) the organizational documents of the applicable Reorganized Debtor, which
will include, to the extent required by section 1123(a)(6) of the Bankruptcy Code, a provision
prohibiting the issuance of non-voting equity securities, and (ii) any and all other agreements,
documents, securities and instruments relating to the foregoing.  The secretary or assistant
secretary of the appropriate Debtor or Reorganized Debtor, as applicable, will be authorized to
certify or attest to any of the foregoing actions.  The authorizations and approvals contemplated
by Section 5.5 of the Plan will be effective notwithstanding any requirements under
nonbankruptcy law.

 Continued Corporate Existence of Reorganized Debtors.(f)
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Except as provided for in the Plan (including with respect to the Debtors’ right or
obligation to cause any of the Debtors to engage in additional corporate restructuring
transactions necessary or appropriate for the purposes of implementing the Plan pursuant to
Section 5.1 of the Plan), each of the Reorganized Debtors will continue to exist after the
Effective Date with all powers of a corporation or other legal entity, as applicable, under the
applicable state laws and without prejudice to any right to alter or terminate such existence
(whether by merger or otherwise) under applicable law.  The Reorganized Debtors, as
applicable, may pay fees and expenses of their professionals incurred after the Effective Date in
the ordinary course of business without the need for Bankruptcy Court approval.

Except as provided in Section 7.1 of the Plan with respect to General Unsecured Claims,
the Reorganized Debtors will be responsible for all claims administration with respect to all
Claims for which final Distributions are not made on the Effective Date.  Except as otherwise set
forth in the Plan, all Allowed Administrative Claims, Allowed Professional Fee Claims, Allowed
Priority Tax Claims, Allowed Other Priority Claims and Allowed Other Secured Claims (if paid
in Cash) against any Debtor will be paid by the Reorganized Debtor that is the successor to the
Debtor that is the obligor with respect to such Allowed Claim.

 Payment of Certain Fees and Expenses.(g)
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Notwithstanding any provision in the Plan to the contrary, on the Effective Date or as
soon thereafter as agreed to by the Debtors and the Required Consenting Lenders, the Debtors or
the Reorganized Debtors, as applicable, will promptly pay in full in Cash, to the extent not
already paid during the course of the Chapter 11 Cases as required by the RSA and DIP Order,
(i) the reasonable fees and out-of-pocket expenses incurred by the First Lien Agent, including
payment of the accrued, unpaid reasonable, invoiced fees and out-of-pocket expenses of
Shearman & Sterling LLP and Richards, Layton & Finger, PA, (ii) the reasonable fees and
out-of-pocket expenses incurred by the Required Consenting First Lien Lenders, including
payment of the accrued, unpaid reasonable, invoiced fees and out-of-pocket expenses of Jones
Day, Houlihan Lokey, Inc. and Morris, Nichols, Arsht & Tunnell LLP, (iii) the reasonable fees
and out-of-pocket expenses incurred by the Second Lien Agent, including payment of the
accrued, unpaid reasonable, invoiced fees and out-of-pocket expenses of Covington & Burling
LLP and Fox Rothschild LLP, (iv) the reasonable fees and out-of-pocket expenses incurred by
the Required Consenting Second Lien Lenders, including payment of the accrued, unpaid
reasonable, invoiced fees and out-of-pocket expenses of Davis Polk & Wardwell LLP, GLC
Advisors & Co., LLC and Landis Rath & Cobb LLP, (v) the reasonable fees and out-of-pocket
expenses incurred by Luxor, including payment of the accrued, unpaid reasonable, invoiced fees
and out-of-pocket expenses of Kramer Levin Naftalis & Frankel LLP and local Delaware
counsel, and (vi) the reasonable fees and out-of-pocket expenses incurred by the Convertible
Notes Indenture Trustee, including payment of the accrued, unpaid reasonable, invoiced fees and 
out-of-pocket expenses of Pryor Cashman LLP and Sullivan Hazeltine Allinson LLC, and each
of the foregoing parties’ respective Affiliates, in each case, (i) in connection with the
preparation, negotiation, and documentation evidencing and relating to the restructuring of the
Debtors pursuant to the Plan, and (ii) without the need of such parties to file fee applications
with the Bankruptcy Court; provided that each party and its counsel will provide the Debtors’
counsel with summary invoices (redacted for any potentially privileged material) (or such other
documentation as the Debtors may reasonably request) for which it seeks payment on a monthly
basis and provided that the Debtors have no objection to such fees, such fees will be paid within
five (5) Business Days of receipt of such invoices.  To the extent that the Debtors object to any
of the fees and expenses of the parties listed in (i)-(v) above, the Debtors will not be required to
pay any disputed portion of such fees and expenses until a resolution of such objection is agreed
to by the Debtors and such party, balance paid or an order of the Bankruptcy Court upon a
motion by such party.

 Cancellation of Agreements and Securities.(h)
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Except (i) for purposes of evidencing a right to a Distribution under the Plan, (ii) with
respect to Executory Contracts or Unexpired Leases assumed by the Debtors, or (iii) as
otherwise provided in the Plan, all the agreements and other documents evidencing the Claims,
Interests or rights of any holder of an Impaired Claim or prepetition Interest under the Plan will
be cancelled on the Effective Date; provided, however, that notwithstanding Confirmation or the
occurrence of the Effective Date, any such Convertible Notes Indenture or intercreditor
agreement or document that governs the rights of the holder of a Claim, including the First Lien
Credit Agreement, the Second Lien Credit Agreement, the Intercreditor Agreement and the
Convertible Notes Indenture, will continue in effect solely for the purposes of (a) with respect to
the First Lien Credit Agreement and the Second Lien Credit Agreement, any obligations
thereunder governing the relationship between (i) the First Lien Agent and the First Lien
Lenders and (ii) the Second Lien Agent and the Second Lien Lenders (including, but not limited
to those provisions relating to the rights of the First Lien Agent or Second Lien Agent to expense
reimbursement, indemnification and similar amounts) or that may survive termination or
maturity of the First Lien Facility or Second Lien Facility in accordance with the terms thereof,
and (b) with respect to the Convertible Notes Indenture, any obligations governing the
relationship between the Convertible Notes Indenture Trustee and the holders of Convertible
Note Claims (including but not limited to those provisions relating to the Convertible Notes
Indenture Trustee’s rights to expense reimbursement, indemnification and similar amounts) or
that may survive termination or maturity of the Convertible Notes Indenture, and with respect to
all of the First Lien Credit Agreement, the Second Lien Credit Agreement, and the Convertible
Notes Indenture, (x) allowing holders of the First Lien Claims, Second Lien Claims, and
Convertible Note Claims, respectively to receive Distributions under the Plan, (y) allowing the
First Lien Agent, the Second Lien Agent, and the Convertible Notes Indenture Trustee,
respectively to make Distributions under the Plan to the extent provided in the Plan, and (z)
allowing the First Lien Agent, the Second Lien Agent, and Convertible Notes Indenture Trustee
to seek compensation and/or reimbursement of reasonable fees and expenses in accordance with
the terms of the First Lien Credit Agreement, the Second Lien Credit Agreement, and the
Convertible Notes Indenture, respectively, and the Plan, including, without limitation, through
the exercise of any charging lien; provided further, however, that the preceding proviso will not
affect the discharge of Claims or Interests pursuant to the Bankruptcy Code, the Confirmation
Order or the Plan, or result in any expense or liability to the Debtors or Reorganized Debtors,
except to the extent set forth in or provided for under the Plan.  On and after the Effective Date,
all duties and responsibilities of the First Lien Agent, the Second Lien Agent, and the
Convertible Notes Indenture Trustee with respect to the Debtors under the First Lien Credit
Agreement, the Second Lien Credit Agreement, and the Convertible Notes Indenture,
respectively, will be discharged except to the extent required in order to effectuate the Plan.
Notwithstanding the foregoing, the Plan will not impair or alter the rights of the DIP Secured
Parties, the First Lien Secured Parties or the Second Lien Secured Parties with respect to any
liens or security interests they hold in property of Non-Debtor Guarantors.

 Directors and Officers of the Reorganized Debtors.(i)

On the Effective Date, the term of each member of the current board of directors of each
Debtor will automatically expire.  Subject to any requirement of Bankruptcy Court approval
pursuant to section 1129(a)(5) of the Bankruptcy Code, (i) the initial officers of each of the
Reorganized Debtors will consist of the officers of such Debtor immediately prior to the
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Effective Date and, (ii) the initial board of directors of each of the Reorganized DebtorsHoldings
will consist of Holdings’ Chief Executive Officer, three (3) members selected by the Required
Consenting First Lien Lenders and three (3) members selected by the Required Consenting
Second Lien Lenders; provided, however, that  one (1) of the members selected by the Required
Consenting Second Lien Lenders shall be subject to the consent of the Required Consenting First
Lien Lenders, and (iii) the directors for the boards of directors of the Reorganized Debtors other 
than Reorganized Holdings shall be identified and selected by the initial board of directors of 
Reorganized Holdings.  The identities of the initial directors and the nature and amount of
compensation for any member of the new board who is an “insider” under section 101(31) of the
Bankruptcy Code will be disclosed in the Plan Supplement.

 Obligations to Insure and Indemnify Prepetition and Postpetition Directors, (j)
Officers and Employees.

Any and all directors and officers liability and fiduciary insurance or tail policies in
existence as of the Effective Date will be reinstated and continued in accordance with their terms
and, to the extent applicable, will be deemed assumed or assumed and assigned by the applicable
Debtor or Reorganized Debtor, pursuant to section 365 of the Bankruptcy Code and the Plan.
Each insurance carrier under such policies will continue to honor and administer the policies
with respect to the Reorganized Debtors in the same manner and according to the same terms
and practices applicable to the Debtors prior to the Effective Date. The Reorganized Debtors will
obtain insurance policies for run-off coverage for directors and officers liability, errors and
omissions liability, employment practices liability, and fiduciary liability with respect to the
Debtors’ directors and officers on the terms attached hereto as Exhibit 7.

The obligations of each Debtor or Reorganized Debtor to indemnify any Released Party
who is serving or served as one of its directors, officers or employees on or as of the Petition
Date by reason of such person’s prior or future service in such a capacity or as a director, officer
or employee of another corporation, partnership or other legal entity, to the extent provided in
the applicable certificates of incorporation, by-laws or similar constituent documents, by
statutory law or by written agreement, policies or procedures of or with such Debtor, will be
deemed and treated as Executory Contracts that are assumed by the applicable Debtor or
Reorganized Debtor pursuant to the Plan and section 365 of the Bankruptcy Code as of the
Effective Date.

 Sources of Consideration for Plan Distributions.(k)

Except as otherwise provided in the Plan or the Confirmation Order, all funds necessary
to make Distributions pursuant to the Plan will be obtained from the Cash balances of the
Debtors or the Reorganized Debtors on the Effective Date or such subsequent dates on which
Distributions are payable and loan proceeds from the Exit Facility.

 Limited Substantive Consolidation for Voting and Distribution.(l)

The Debtors will be substantively consolidated for the limited purposes of voting on the
Plan and Distributions provided for under the Plan as provided therein.  The Debtors will not be
substantively consolidated for any other purpose.  The Plan will serve as, and will be deemed to
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be, to the extent necessary, a motion for the substantive consolidation to the extent provided for
in the Plan.  Consolidation pursuant to Section 5.12 of the Plan will not affect: (i) the legal and
corporate structures of the Debtors; (ii) pre- and post-Effective Date guarantees, liens and
security interests that are required to be maintained (a) in connection with contracts or leases that
were entered into during the Chapter 11 Cases or Executory Contracts and Unexpired Leases that
have been or will be assumed by the Debtors or (b) pursuant to the Plan (including with respect
to Reinstated Claims); (iii) Intercompany Interests; (iv) distributions from any insurance policies
or proceeds of such policies; or (v) the revesting of assets in the separate Reorganized Debtors.
In addition, such consolidation will not constitute a waiver of the mutuality requirement for
setoff under section 553 of the Bankruptcy Code.

In the event that the Bankruptcy Court does not order limited substantive consolidation of
the Debtors, then except as specifically set forth in the Plan:  (1) nothing in the Plan or this
Disclosure Statement will constitute or be deemed to constitute an admission that one of the
Debtors is subject to or liable for any Claim against any other Debtor; (2) Claims against
multiple Debtors will be treated as separate Claims with respect to each Debtor’s Estate for all
purposes (including distributions and voting), and such Claims will be administered as provided
in the Plan; and (3) the Debtors will not be required to re-solicit votes with respect to the Plan,
nor will the failure of the Bankruptcy Court to approve limited substantive consolidation of the
Debtors alter the distributions set forth in the Plan; provided that a holder’s (a) vote to accept or
reject the Plan; (b) presumed acceptance of the Plan pursuant to section 1126(f) of the
Bankruptcy Code; or (c) deemed rejection of the Plan pursuant to section 1126(g) may be
deemed a vote to accept or reject an applicable subplan (as the case may be) to the extent that
such subplan does not provide such holder with less favorable treatment than such holder would
have received if the Bankruptcy Court had ordered limited substantive consolidation as set forth
therein.

 Solicitation of Debtors.(m)

Notwithstanding anything to the contrary in the Plan, each Debtor that would otherwise
be entitled to vote to accept or reject the Plan as a holder of an Intercompany Claim or
Intercompany Interest will not be solicited for voting purposes, and such Debtor will be deemed
to have voted to accept or reject the Plan, as the case may be.

 Exit Facility.(n)

On the Effective Date, the Reorganized Debtors will enter into the Exit Credit Agreement, a
copy of which will be filed as part of the Plan Supplement, and make distributions to each Exit
Facility Lender and Backstop Party in accordance with the procedures in the Exit Credit
Documents.  The Confirmation Order will provide for approval of the Exit Facility (including the
transactions contemplated thereby) and authorization for the Reorganized Debtors to enter into
and execute the Exit Credit Documents, distribute the Exit Backstop Discount, and distribute the
Exit Base Discount without the need for any further corporate action or without any further
action by the Debtors or the Reorganized Debtors, as applicable.

The proceeds of the Exit Facility will be used to (i) repay (or be deemed to repay) in full all
amounts outstanding under the DIP Facility substantially concurrently with the funding of the
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loans under the Exit Facility; (ii) fund distributions under the Plan, including the funding of the
Creditor Trust, to the extent necessary; (iii) pay all Allowed General Administrative Claims,
Allowed Professional Fee Claims, Allowed Priority Tax Claims, Allowed Other Priority Claims,
Allowed Other Secured Claims, and Convenience Class Claims; and (iv) provide sufficient
working capital to the Reorganized Debtors and their subsidiaries.

 New Second Lien Facility.(o)

On the Effective Date, the Reorganized Debtors will enter into the New Second Lien
Credit Agreement, a copy of which will be filed as part of the Plan Supplement.  The
Confirmation Order will provide for approval of the New Second Lien Facility (including the
transactions contemplated thereby) and authorization for the Reorganized Debtors to enter into
and execute the New Second Lien Credit Documents without the need for any further corporate
action or without any further action by the Debtors or the Reorganized Debtors, as applicable.

 Creditor Trust.(p)

Establishment of Creditor Trust.  On or before the Effective Date, the Debtors or the
Reorganized Debtors, as the case may be, will execute the Creditor Trust Agreement and take all
other necessary steps to establish the Creditor Trust and issue the Class A Units to holders of
Allowed General Unsecured Claims, and the Class B Units to holders of the Allowed Second
Lien Deficiency Claims.  In the event of any conflict between the terms of the Plan and the terms
of the Creditor Trust Agreement, the terms of the Creditor Trust Agreement will govern.  Any
attorney-client privilege, work-product privilege, or other privilege or immunity attaching to any
documents or communications (whether written or oral) associated with the Litigation Assets
shall be transferred to the Creditor Trust and shall vest in the Creditor Trust Administrator and
its representatives.  The Debtors or the Reorganized Debtors, as the case may be, and the
Creditor Trust Administrator are authorized to take all necessary actions to effectuate the transfer
of such privileges.  The Confirmation Order shall provide that the Creditor Trust Administrator’s
receipt of transferred privileges shall be without waiver in recognition of the joint and/or
successorship interest in prosecuting claims on behalf of the Debtors’ Estates.

Purpose of the Creditor Trust.  The Creditor Trust shall be established for the sole
purpose of making distributionsDistributions of Cash constituting Distributable Creditor Assets;
making distributionsDistributions of New Warrants or New Warrant Proceeds; prosecuting the
Litigation Assets and making distributionsDistributions of Distributable Litigation Asset
Proceeds received in respect thereof; and reconciling (and, if appropriate, objecting to or
settling) General Unsecured Claims, in accordance with Treasury Regulation Section
301.7701-4(d), with no objective to continue or engage in the conduct of a trade or business.

Funding Expenses of the Creditor Trust.  The Creditor Trust Administrator may, in its
discretion, establish and fund the Creditor Trust Administrative Expense Reserve in accordance
with the Creditor Trust Agreement for purposes of funding the Creditor Trust Costs and the
Creditor Trust Liabilities.  After the transfer of the Creditor Trust Assets to the Creditor Trust,
none of the Debtors or Reorganized Debtors will have any further obligation to provide any
funding with respect to the Creditor Trust.
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Transfer of Assets.  As of the Effective Date, the Debtors or the Reorganized Debtors, as
the case may be, the Non-RCS Affiliates, and the Registered Investment Advisors will assign
and transfer to the Creditor Trust all of their rights, title and interest in and to the Creditor Trust
Assets and the RIA Causes of Action, as applicable, for the benefit of the holders of Allowed
General Unsecured Claims (whether Allowed on or after the Effective Date) and, except with
respect to the Creditor Assets, the holders of Allowed Second Lien Deficiency Claims.  Each
such transfer will be exempt from any stamp, real estate transfer, mortgage reporting, sales, use
or other similar tax, and will be free and clear of any liens, claims and encumbrances, and no
other entity, including the Debtors or Reorganized Debtors (other than as provided for in the
Creditor Trust Distribution Schedule), will have any interest, legal, beneficial, or otherwise, in
the Creditor Trust or the Creditor Trust Assets upon their assignment and transfer to the Creditor
Trust (other than as provided in the Plan or in the Creditor Trust Agreement).  To the extent that
any Creditor Trust Assets cannot be transferred to the Creditor Trust because of a restriction on
transferability under applicable non-bankruptcy law that is not superseded or preempted by
section 1123 of the Bankruptcy Code or any other provision of the Bankruptcy Code, such
Creditor Trust Assets will be deemed to have been retained by the Reorganized Debtors and the
Creditor Trust Administrator will be deemed to have been designated as a representative of the
Reorganized Debtors pursuant to section 1123(b)(3)(B) of the Bankruptcy Code to enforce and
pursue such Creditor Trust Assets on behalf of the Reorganized Debtors.  Notwithstanding the
foregoing, all net proceeds of such Creditor Trust Assets will be transferred to the Creditor Trust
to be distributed in accordance with the Plan.

Trust Implementation.  On the Effective Date, the Creditor Trust shall be established and
become effective for the benefit of the holders of Class A Units and Class B Units.  The Creditor
Trust shall be governed by the Creditor Trust Agreement and administered by the Creditor Trust
Administrator at the direction of the Creditor Trust Board.  All parties (including the Debtors or
the Reorganized Debtors, as the case may be, the Creditor Trust Administrator, and holders of
Allowed Second Lien Deficiency Claims, and Allowed General Unsecured Claims) shall execute
any documents or other instruments as necessary to cause title to the applicable assets to be
transferred to the Creditor Trust.

Appointment of the Creditor Trust Administrator.  The operations of the Creditor Trust
will be conducted by the Creditor Trust Administrator, who will be acceptable to Luxor and the
Debtors, identified prior to the approval of the Disclosure Statement, and approved in connection
with confirmation of the Plan.  In the event the Creditor Trust Administrator dies, is terminated,
or resigns for any reason, a successor will be designated by the Creditor Trust Board.

Retention of Professionals by the Creditor Trust Administrator. The Creditor Trust
Administrator may retain and reasonably compensate counsel and other professionals, as
applicable, to assist in its duties as Creditor Trust Administrator on such terms as the Creditor
Trust Administrator deems appropriate, without Bankruptcy Court approval, subject to the prior
approval of the Creditor Trust Board, and provided that any liabilities or obligations incurred in
connection with such retentions shall be Creditor Trust Costs satisfied from the Creditor Trust
Assets.

Fiduciary Duties; Exculpation and Indemnification. The Creditor Trust Board and the
Creditor Trust Administrator will each act in a fiduciary capacity on behalf of the Creditor Trust
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and all holders of Creditor Trust Units. The Creditor Trust Agreement will provide that the
Creditor Trust Board and the Creditor Trust Administrator will each be indemnified and
exculpated by the Creditor Trust, except for gross negligence and willful misconduct. The
Creditor Trust will obtain customary insurance for the benefit of the Creditor Trust Board and
the Creditor Trust Administrator.

Compensation of the Creditor Trust Administrator. The terms of the Creditor Trust
Administrator’s employment, including the Creditor Trust Administrator’s duties and
compensation, to the extent not set forth in the Plan, will be as determined by the Creditor Trust
Board. The compensation of the Creditor Trust Administrator will be reasonable and customary,
and will constitute a Creditor Trust Cost to be paid from the Creditor Trust Assets.

The Creditor Trust Board.  The Creditor Trust Administrator will take direction from the
“Creditor Trust Board,” which shall initially consist of one (1) trustee selected by Luxor, one (1)
trustee selected by the Convertible Notes Indenture Trustee, one (1) trustee selected by the
Committee, if appointed in the Chapter 11 Cases, and if an official committee is not appointed,
then by Luxor.  The identity of the individuals serving (or if applicable to be nominated to serve)
on the Creditor Trust Board will be set forth in the Plan Supplement.  Any vacancy on the
Creditor Trust Board shall be filled as provided in the Creditor Trust Agreement.

Any fees and expenses of individuals serving on the Creditor Trust Board shall be
Creditor Trust Costs.

In all circumstances, the Creditor Trust Board shall act in the best interests of all holders
of Trust Units and in furtherance of the purpose of the Creditor Trust.

Litigation; Responsibilities of Creditor Trust Administrator.  In furtherance of and
consistent with the purpose of the Creditor Trust and the Plan, the Creditor Trust Administrator,
upon direction by the Creditor Trust Board and in the exercise of their collective reasonable
business judgment, shall, in an expeditious but orderly manner, liquidate and convert to Cash the
Litigation Assets, make timely distributionsDistributions, and not unduly prolong the duration of
the Creditor Trust.  The Creditor Trust Administrator shall have the power to (i) prosecute for
the benefit of the Creditor Trust all Litigation Assets (whether such Litigation Assets are brought
in the name of the Creditor Trust or otherwise) and (ii) otherwise perform the functions and take
the actions provided for or permitted herein or in any other agreement executed by the Creditor
Trust Administrator pursuant to the Plan.  The liquidation of the Creditor Trust Assets may be
accomplished either through the prosecution, compromise and settlement, abandonment, or
dismissal of any or all Litigation Assets.  The Creditor Trust Administrator, upon direction by
the Creditor Trust Board, shall have the absolute right to pursue or not to pursue any and all
Litigation Assets as it determines is in the best interests of the holders of Trust Units, and
consistent with the purposes of the Creditor Trust, and shall have no liability for the outcome of
its decision except for any damages caused by willful misconduct or gross negligence.  The
Creditor Trust Administrator may incur any reasonable and necessary expenses in liquidating
and converting the Creditor Trust Assets to Cash and shall be reimbursed in accordance with the
provisions of the Creditor Trust Agreement.  Any and all proceeds generated from the Creditor
Trust Assets shall be the property of the Creditor Trust.
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Cooperation of Reorganized Debtors. The Reorganized Debtors will (i) cooperate with
the Creditor Trust with respect to the transfer to the Creditor Trust of the Litigation Assets and
the channeling to the Creditor Trust of all General Unsecured Claims, including by providing
copies of all books and records of the Reorganized Debtors in connection therewith, and (ii) will
reasonably cooperate with the Creditor Trust as reasonably requested regarding the Litigation
Assets, including by providing documentation, access to employees for interviews and testimony
and/or other evidence.  Such cooperation will be without charge to the Creditor Trust, except that
the Creditor Trust will reimburse the Reorganized Debtors for their reasonable out-of-pocket
expenses.

Registry of Beneficial Interests.  Trust Units will be issued in registered form, without
certificates, on the books and records of the registrar for the Trust Units.  The Creditor Trust
Administrator will serve as the initial registrar.  Trust Units will be deemed issued under Section
1145 of the Bankruptcy Code and will be freely transferable, except that affiliates of the Creditor
Trust will be subject to restrictions on transfer under applicable securities law.  The Creditor
Trust Agreement will contain customary limitations such that the Creditor Trust will not become
subject to the reporting requirements of the Securities Exchange Act of 1934 or the provisions of
the Investment Company Act of 1940.

Investment Powers.  The rights and powers of the Creditor Trust Administrator to invest
the Creditor Trust Assets, the proceeds thereof, or any income earned by the Creditor Trust shall
be limited to the right and power to invest such assets (pending periodic
distributionsDistributions in accordance with Section 6.11 of the Plan) only in Cash and
Government securities as defined in section 2(a)(16) of the Investment Company Act of 1940, as
amended; provided, however, that (a) the scope of any such permissible investments shall be
further limited to include only those investments that a liquidating trust, within the meaning of
Treasury Regulation Section 301.7701-4(d), may be permitted to hold, pursuant to the Treasury
Regulations, or any modification in the IRS guidelines, whether set forth in IRS rulings, other
IRS pronouncements, or otherwise, and (b) the Creditor Trust Administrator may expend the
assets of the Creditor Trust (i) as reasonably necessary to meet contingent liabilities and
maintain the value of the Creditor Trust Assets during liquidation, (ii) to pay reasonable
administrative expenses (including, but not limited to, any taxes imposed on the Creditor Trust
or reasonable fees and expenses in connection with litigation), and (iii) to satisfy other liabilities
incurred or assumed by the Creditor Trust (or to which the assets are otherwise subject) in
accordance with the Plan or the Creditor Trust Agreement.

Valuation of Assets.  As soon as reasonably practicable after the creation of the Creditor
Trust, the Creditor Trust Administrator will make a good faith determination of the value of the
assets transferred to the Creditor Trust, and the Creditor Trust Administrator will apprise the
holders of Trust Units of such valuation.  The valuation will be used consistently by all parties
(including the Debtors, the Reorganized Debtors, the Creditor Trust Administrator, and the
holders of the Trust Units) for all federal income tax purposes.

Tax Treatment; Reporting Duties.  Creditor Trust Assets Treated as Owned by Creditors.
For all federal income tax purposes, all parties (including, without limitation, the Debtors, the
Reorganized Debtors, the Creditor Trust Administrator, and the beneficiaries of the Creditor
Trust) will treat the transfer of the Creditor Trust Assets to the Creditor Trust for the benefit of
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the beneficiaries of the Creditor Trust, whether their Claims are Allowed on or after the Effective
Date, as (a) a transfer of the Creditor Trust Assets directly to those holders of Allowed Claims
receiving Trust Units (other than to the extent allocable to Disputed Claims), followed by (b) the
transfer by such Persons to the Creditor Trust of the Creditor Trust Assets in exchange for
beneficial interests in the Creditor Trust (and in respect of the Creditor Trust Assets allocable to
the CT Disputed Claims Reserve, as a transfer by the relevant Debtors to the CT Disputed
Claims Reserve).  Accordingly, those holders of Allowed Claims receiving Trust Units will be
treated for federal income tax purposes as the grantors and owners of their respective shares of
the Creditor Trust Assets (other than Creditor Trust Assets that are allocable to the CT Disputed
Claims Reserve or, to the extent set forth in the Creditor Trust Agreement, in respect of the
interest retained by Reorganized Holdings in accordance with the Creditor Trust Distribution
Schedule).  The foregoing treatment also will apply, to the extent permitted by applicable law,
for state and local income tax purposes.

Tax Reporting.  The Creditor Trust Administrator will file returns for the Creditor Trust
as a grantor trust pursuant to Treasury Regulation section 1.671-4(a) and in accordance with
Section 11.9(a)(ii) of the Plan.

Allocations of Creditor Trust taxable income among the holders of the Creditor Trust
Units will be determined by reference to the manner in which an amount of Cash equal to such
taxable income would be distributed (without regard to any restrictions on distributions
described in the Plan) if, immediately prior to such deemed distribution, the Creditor Trust had
distributed all of its other assets (valued at their tax book value) to the holders of the Creditor
Trust Units, in each case up to the tax book value of the assets treated as contributed by such
holders, adjusted for prior taxable income and loss and taking into account all prior and
concurrent distributionsDistributions from the Creditor Trust.  Similarly, taxable loss of the
Creditor Trust will be allocated by reference to the manner in which an economic loss would be
borne immediately after a liquidating distribution of the remaining Creditor Trust Assets.  The
tax book value of the Creditor Trust Assets for this purpose will equal their fair market value on
the Effective Date, adjusted in accordance with tax accounting principles prescribed by the Tax
Code, and applicable tax regulations, and other applicable administrative and judicial authorities
and pronouncements.

The Creditor Trust Administrator will be responsible for payments, out of the Trust
Assets, of any taxes imposed on the Creditor Trust or its assets.

The Creditor Trust Administrator may request an expedited determination of taxes of the
Creditor Trust under section 505(b) of the Bankruptcy Code for all returns filed for, or on behalf
of, the Creditor Trust for all taxable periods through the dissolution of the Creditor Trust.

The Creditor Trust shall (i) treat the CT Disputed Claims Reserve as a “disputed
ownership fund” governed by Treasury Regulation section 1.468B-9 by timely making an
election, (ii) file such tax returns and pay such taxes as may be required consistent with such
treatment, and (iii) to the extent permitted by applicable law, report consistently with the
foregoing for state and local income tax purposes.
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Dissolution.  The Creditor Trust Administrator, the Creditor Trust Board, and the
Creditor Trust will be discharged or dissolved, as the case may be, at such time as (i) the
Creditor Trust Administrator, at the direction of the Creditor Trust Board, determines that the
pursuit of additional Litigation Assets is not likely to yield sufficient additional Litigation Asset
Proceeds to justify further pursuit of such claims and (ii) all distributions of assets, including
New Warrants, New Warrant Proceeds, and Litigation Asset Proceeds required to be made by
the Creditor Trust under the Plan and the Creditor Trust Agreement have been made, but in no
event will the Creditor Trust be dissolved later than five (5) years from the Effective Date unless,
on or prior to the date that is ninety (90) days prior to such fifth (5th) anniversary (and, in the
event of further extension, at least (90) days prior to the end of the preceding extension), the
Bankruptcy Court, upon motion determines that a fixed period extension (not to exceed three (3)
years, together with any prior extensions, without a favorable letter ruling from the IRS that any
further extension would not adversely affect the status of the Creditor Trust as a liquidating trust
for federal income tax purposes) is necessary to facilitate or complete the recovery on and
liquidation of the Creditor Trust Assets.

Net Creditor Trust Recovery.  Notwithstanding anything contained in the Plan to the
contrary, in the event that a defendant in a litigation brought by the Creditor Trust Administrator
for and on behalf of the Creditor Trust (i) is required by a Final Order to make payment to the
Creditor Trust (the “Judgment Amount”) and (ii) is permitted by a Final Order to setoff under
sections 553, 555, 556, 559, 560, and 561 of the Bankruptcy Code or applicable non-bankruptcy
law against the Judgment Amount (a “Valid Setoff’), (y) such defendant will be obligated to pay
only the excess, if any, of the amount of the Judgment Amount over the Valid Setoff and (z)
none of the Creditor Trust or the holders or beneficiaries of the Creditor Trust Units will be
entitled to assert a claim against the Debtors or the Reorganized Debtors with respect to the
Valid Setoff.

 Management Incentive Plan(q)

On the Effective Date, 5.0% of the Reorganized Holdings Equity Interests will be
reserved for distribution to members of management of Reorganized RCSHoldings in
accordance with the Management Incentive Plan, the terms of which shall be developed by the
Board of Reorganized RCSHoldings.  Any Reorganized Holdings Equity Interests provided to
management in excess of the reserved 5.0% will dilute all holders of Reorganized Holdings
Equity Interests pro rata.

Retention Program(r)

On the Effective Date, the Reorganized RCSDebtors will adopt the Retention Program.
Consistent with industry practice, retention loans will be provided under the Retention Program
to the independent financial advisors engaged in the Independent Retail Advice business in a
proactive effort to keep the Debtors’ network of financial advisors intact.  Most of the Debtors’
enterprise value is generated through the Independent Retail Advice business, and the
maintenance and growth of that business depends upon its financial advisor network.

Indemnity(s)
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As set forth in the Indemnification Agreement, Reorganized Holdings and its subsidiaries
who are guarantors under the DIP Facility will indemnify the Indemnified Parties in connection
with certain actions taken by the First Lien Agent and the Second Lien Agent (in their capacities
as such) prior to the Effective Date in order to implement the restructuring of the Debtors and,
the restructuring ofNon-RCS Affiliates, and the Non-Debtor Guarantors and the other
transactions contemplated by the Plan and the Restructuring Support Agreement.  The indemnity
set forth in the Indemnification Agreement (including, without limitation, any rights and Claims
thereunder) (i) is in addition to, and not in lieu of, all other rights of the Indemnified Parties
under the First Lien Credit Agreement, the Second Lien Credit Agreement, each Loan Document
(as defined in the First Lien Credit Agreement or the Second Lien Credit Agreement, as
applicable), the Restructuring Support Agreement, the RSA Assumption Order, the DIP Facility,
DIP Order, the Plan, the Prepackaged Plan, the Confirmation Order or an order confirming the
Prepackaged Plan, including all rights to assert a General Administrative Claim in the Chapter
11 Cases or the chapter 11 cases of the Non-RCS Affiliates and (ii) shall not be released,
discharged or dischargeable by the Plan, the Prepackaged Plan, the Confirmation Order or any
order confirming the Prepackaged Plan.

D&O Tail Policy.(t)

The Reorganized Debtors shall maintain one or more insurance policies reasonably
acceptable to the Required Consenting Lenders that provides run-off coverage for prepetition
directors and officers of the Debtors on the terms set forth on Exhibit 7 hereto.

Executory Contracts and Unexpired Leases.4.4

 Debtors’ Executory Contracts and Unexpired Leases.(a)

Pursuant to sections 365(a) and 1123(b) of the Bankruptcy Code, all Executory Contracts
and Unexpired Leases will be deemed assumed as of the Effective Date, other than any
Executory Contract or Unexpired Lease that: (i) has been rejected pursuant to an order of the
Bankruptcy Court entered prior to the Effective Date and for which the motion was filed prior to
the Confirmation Date; (ii) as to which a motion for approval of the rejection of such Executory
Contract or Unexpired Lease has been filed and served prior to the Confirmation Date and
remains pending before the Bankruptcy Court on such date; or (iii) that is specifically designated
as an Executory Contract or Unexpired Lease to be rejected on the “Schedule of Rejected
Executory Contracts and Unexpired Leases” to be included in the Plan Supplement, which
will be in form and substance acceptable to the Debtors and the Required Consenting Lenders;
provided, howeverthat, notwithstanding anything to the contrary in the Plan, that the Debtors
shall have the right, on or prior to the Effective Date, with the prior written consent of the
Required Consenting Lenders, (i) to amend the Schedule of Rejected Executory Contracts and
Unexpired Leases to delete any Executory Contract or Unexpired Lease therefrom or add any
Executory Contract or Unexpired Lease thereto, in which event such Executory Contract or
Unexpired Lease will be deemed to be, respectively, assumed or rejectedshall be deemed 
rejected or (ii) to file a pleading seeking to delete any Executory Contract or Unexpired Lease 
from the Schedule of Rejected Executory Contracts and Unexpired Leases, in which event, such 
Executory Contract or Unexpired Lease shall be assumed if, after providing at least twenty-four 
(24) days’ notice to the counterparty to such Executory Contract or Unexpired Lease, such 
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assumption is approved by an order of the Bankruptcy Court.  The Debtors will provide notice of
any amendments to the Schedule of Rejected Executory Contracts and Unexpired Leases to the
parties to such contracts that are affected thereby.  The listing of a document on the Schedule of
Rejected Executory Contracts and Unexpired Leases will not constitute an admission by the
Debtors that such document is an Executory Contract or an Unexpired Lease or that the Debtors
have any liability thereunder.

Entry of the Confirmation Order will, subject to and upon the occurrence of the Effective
Date, constitute (i) the approval, pursuant to sections 365(a) and 1123(b)(2) of the Bankruptcy
Code, of the rejection of the Executory Contracts and Unexpired Leases rejected pursuant to
Section 8.1 and 8.2(c) of the Plan; and (ii) the approval, pursuant to sections 365(a) and
1123(b)(2) of the Bankruptcy Code, of the assumption of the Executory Contracts and Unexpired
Leases assumed pursuant to Section 8.1 of the Plan.

 Cure of Defaults.(b)

Except to the extent that different treatment has been agreed to by the non-Debtor party
or parties to any Executory Contract or Unexpired Lease to be assumed or assumed and assigned
pursuant to Section 8.1 of the Plan, the Debtors will, pursuant to the provisions of sections
1123(a)(5)(G) and 1123(b)(2) of the Bankruptcy Code and consistent with the requirements of
section 365 of the Bankruptcy Code, not later than twenty-one (21) days before the Confirmation
Hearing, File and serve a pleading with the Bankruptcy Court listing the amounts of any Cure
Claims for each Executory Contract and Unexpired Lease to be assumed or assumed and
assigned under the Plan and serve such pleadings by overnight courier on the counterparties to 
such Executory Contracts and Unexpired Leases.  The counterparties to such Executory
Contracts and Unexpired Leases to be assumed will have until seven (7) days prior to the
Confirmation Hearing to object to (i) the amounts of the Cure Claims listed by the applicable
Debtor seeking assumption or assumption and assignment or (ii) the applicable Debtors’ ability 
to provide adequate assurance of future performance.  If there are any objections filed, the
Bankruptcy Court may hold a hearing, which may be the Confirmation Hearing, to determine
such Cure Claim amounts or other issues pertaining to the assumption or assumption and
assignment of such Executory Contract or Unexpired Lease.  Until the Effective Date, the
Debtors, subject to the prior written consent of the Required Consenting Lenders, will retain the
right to reject any of the Executory Contracts or Unexpired Leases, including such contracts or
leases that are subject to a dispute concerning amounts necessary to cure any defaults.  Any party
that fails to object to the applicable Cure Claims for each Executory Contract and Unexpired
Lease to be assumed or assumed and assigned under the Plan shall be forever barred, estopped
and enjoined from disputing the Cure Claim and/or from asserting any Claim against the
applicable Debtor arising under section 365(b)(1) of the Bankruptcy Code except as set forth on
the pleading filed by the Debtors.

The Reorganized Debtors will be responsible for the payment of any Cure Claims due
under section 365 of the Bankruptcy Code with respect to the Executory Contracts and
Unexpired Leases assumed by the Debtors.  Except to the extent that less favorable treatment has
been agreed to by the non-Debtor party or parties to each such Executory Contracts and
Unexpired Leases assumed by the Debtors, any Cure Claims with respect to the Executory
Contracts and Unexpired Leases assumed by the Debtors shall be satisfied, pursuant to section
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365(b)(1) of the Bankruptcy Code, by payment of the amount of the Cure Claim in Cash on the
later of thirty (30) days after: (i) the Effective Date; or (ii) the date on which any Cure Dispute
relating to the amount of such Cure AmountClaim has been resolved (either consensually or
through judicial decision).

In the event of a dispute (each, a “Cure Dispute”) regarding: (i) the Cure Claim; (ii) the
ability of the applicable Reorganized Debtor or third party to provide “adequate assurance of
future performance” (within the meaning of section 365 of the Bankruptcy Code) under the
Executory Contract or Unexpired Lease to be assumed or assumed and assigned under the Plan;
or (iii) any other matter pertaining to the proposed assumption or assumption and assignment,
the cure payments required by section 365(b)(1) of the Bankruptcy Code shall be made
following the entry of a Final Order resolving such Cure Dispute and approving the assumption
and assumption and assignment, as applicable.  To the extent a Cure Dispute relates solely to the
Cure Claim, the applicable Debtor may assume and/or assume and assign the applicable
Executory Contract or Unexpired Lease prior to the resolution of the Cure Dispute provided that
such Debtor reserves Cash in an amount sufficient to pay the full amount asserted as the required
cure payment by the non-Debtor party to such contract or lease (or such smaller amount as may
be fixed or estimated by the Bankruptcy Court or otherwise agreed to by such non-Debtor party
and the Reorganized Debtors).  To the extent the Cure Dispute is resolved or determined
unfavorably to the applicable Debtor or Reorganized Debtor, as applicable, such Debtor or
Reorganized Debtor, as applicable, may reject the applicable Executory Contract or Unexpired
Lease after such determination.

Assumption of any Executory Contract or Unexpired Lease pursuant to the Plan or
otherwise shall result in the full release and satisfaction of any Claims or defaults, whether
monetary or nonmonetary, including defaults of provisions restricting the change in control or
ownership interest composition or other bankruptcy-related defaults, arising under any assumed
Executory Contract or Unexpired Lease at any time before the date that the Debtors assume such
executory contract or unexpired lease.  AnyPrior to the deadline to objection to Claims set forth 
in Section 7.2 of the Plan, the Reorganized Debtors will file a notice of satisfaction or other 
appropriate pleading(s) to disallow any proofs of Claim filed with respect to an Executory
Contract or Unexpired Lease that has been assumed shall be deemed Disallowed and expunged, 
without further notice to, or action of, the Bankruptcy Court or any other partyand with respect 
to which any Cure Claim has been pad.

 Bar Date for Rejection Claims and Turnover of Security.(c)

Claims arising out of the rejection of an Executory Contract or Unexpired Lease pursuant
to the Plan must be filed with the Bankruptcy Court and served upon the Reorganized Debtors no
later than thirty (30) days after the effective date of such rejection (which may be the
Confirmation Date, the date on which the Debtors reject the applicable contract or lease as
provided in Section 8.2(a) of the Plan, or pursuant to an order of the Bankruptcy Court).  All
Claims arising from the rejection by any Debtor of any Executory Contract or Unexpired Lease
pursuant to section 365 of the Bankruptcy Code may be objected to in accordance with the
provisions of Section 7.2 of the Plan and the applicable provisions of the Bankruptcy Code and
Bankruptcy Rules.  All such Claims not filed within such time shall be (i) forever barred from
assertion against the Debtors, their Estates, the Reorganized Debtors, the Creditor Trust, and
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their property, (ii) not permitted to vote to accept or reject the Plan, and (iii) not permitted to
participate in any Distribution in the Chapter 11 Cases on account of such Claims, and such
Claim shall be deemed fully satisfied, released, settled, and compromised, and be subject to the
permanent injunction set forth in Section 10.7 of the Plan, notwithstanding anything in the
Schedule of Rejected Contracts and Unexpired Leases or a proof of claim to the contrary.

Any counterparty to a rejected Executory Contract or Unexpired Lease holding any
security for any of the Debtors’ obligations thereunder (including but not limited to any security
deposits, escrow funds, reserves, receivables or letter of credit proceeds) must, within five (5)
days after filing any Claim arising out of the rejection, or such other time as agreed to by the
Reorganized Debtors: (i) return to the Reorganized Debtors all security; or (ii) File a motion
seeking authorization to setoff and/or exercise other rights to apply the security toward
satisfaction of the counterparty’s Claim, to which motion the Reorganized Debtors shall have
thirty (30) days to object.

 Restrictions on Assignment Void.(d)

Any Executory Contract or Unexpired Lease assumed or assumed and assigned will
remain in full force and effect to the benefit of the transferee or assignee in accordance with its
terms, notwithstanding any provision in such Executory Contract or Unexpired Lease (including
those of the type described in section 365(b)(2) of the Bankruptcy Code) that prohibits, restricts,
or conditions such transfer or assignment, including based on any change of control provision.
Any provision that prohibits, restricts, or conditions the assignment or transfer of any such
Executory Contract or Unexpired Lease, terminates or modifies such Executory Contract or
Unexpired Lease or allows the counterparty to such Executory Contract or Unexpired Lease to
terminate, modify, recapture, impose any penalty, condition renewal or extension, or modify any
term or condition thereof (including on account of any change of control provision) on any such
transfer or assignment, constitutes an unenforceable anti-assignment provision and is void and of
no force or effect.

No sections or provisions of any executory contract or unexpired lease that purport to
provide for additional payments, penalties, charges, rent acceleration, or other financial
accommodations in favor of the non-debtor third party thereto will have any force and effect
with respect to the transactions contemplated hereunder, and such provisions constitute
unenforceable anti-assignment provisions under section 365(f) of the Bankruptcy Code and are
otherwise unenforceable under section 365(e) of the Bankruptcy Code.

 Workers’ Compensation and Insurance Programs.(e)

(i) All applicable workers’ compensation laws in states in which the Reorganized Debtors
operate and (ii) all of the Debtors’ written contracts, agreements, agreements of indemnity,
self-insurer workers’ compensation bonds and any other policies, programs and plans regarding
or relating to workers’ compensation, workers’ compensation insurance, and all other forms of
insurance are treated as executory contracts under the Plan and on the Effective Date will be
assumed pursuant to the provisions of sections 365 and 1123 of the Bankruptcy Code, with a
cure amount of zero dollars.
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Retention of Jurisdiction by the Bankruptcy Court.4.5

Notwithstanding the entry of the Confirmation Order and the occurrence of the Effective
Date, on and after the Effective Date, the Bankruptcy Court will retain jurisdiction over the
Chapter 11 Cases and all matters arising in, arising under, and related to the Chapter 11 Cases
and the Plan for, among other things, the following purposes:

to determine any motion, adversary proceeding, application, contested
matter, other litigated matter, and any other matters, and grant or deny any
applications involving a Debtor or the Creditor Trust that may be pending
on or commenced after the Confirmation Date;

to ensure that Distributions to holders of Allowed Claims are
accomplished as provided in the Plan and to adjudicate any and all
disputes arising from or relating to Distributions under the Plan;

to allow, disallow, determine, subordinate, liquidate, classify, estimate or
establish the priority or secured or unsecured status of any Claim or
Interest, including the resolution of any request for payment of any
Administrative Claim and the resolution of any objections to the secured
or unsecured status, priority, amount or allowance of Claims or Interests, 
provided, however, that nothing herein shall impact the rights of the lead 
plaintiffs in the Securities Litigation to seek to withdraw the reference 
with regard to any Claim;

to resolve any matters related to (a) the assumption, assumption and
assignment or rejection of any Executory Contract or Unexpired Lease to
which any Debtor is party or with respect to which any Debtor or
Reorganized Debtor may be liable in any manner, including, to hear,
determine, and, if necessary, liquidate any Claims arising therefrom,
including Claims arising from the rejection or cure of such agreements and
cure Claims arising from the assumption of such agreements pursuant to
section 365 of the Bankruptcy Code; (b) any matter relating to the terms
and conditions of any such Executory Contract or Unexpired Lease as
assumed or assumed and assigned, or the obligation of any party to
perform thereunder, and any potential contractual obligation under any
Executory Contract or Unexpired Lease that is assumed; (c) the
Reorganized Debtors amending, modifying, or supplementing, after the
Effective Date any Executory Contracts or Unexpired Leases to the
Schedule of Rejected Executory Contracts and Unexpired Leases; and (d)
any dispute regarding whether a contract or lease is or was executory or
expired;

to resolve disputes as to the ownership of any Claim or Interest;
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to enter, implement, or enforce such orders as may be appropriate in the
event the Confirmation Order is for any reason stayed, reversed, revoked,
modified, or vacated;

to issue such orders in aid of execution of the Plan, to the extent
authorized by section 1142 of the Bankruptcy Code;

to issue injunctions, enter and implement other orders, and take such other
actions as may be necessary or appropriate to restrain interference by any
Person with the consummation, implementation, or enforcement of the
Plan, the Confirmation Order, or any other order of the Bankruptcy Court;

to hear and determine any matters relating to the Creditor Trust, including
to hear and determine any actions brought by the Creditor Trust
Administrator, including any adversary proceeding, action or other dispute
relating to the Litigation Assets, the Creditor Assets, or the Distributions
to be made by the Creditor Trust under the Plan;

to hear and determine any application to modify the Plan in accordance
with section 1127 of the Bankruptcy Code, to remedy any defect or
omission or reconcile any inconsistency in the Plan, the Disclosure
Statement, or any order of the Bankruptcy Court, including the
Confirmation Order, in such a manner as may be necessary to carry out
the purposes and effects thereof;

to hear and determine all applications under sections 330, 331, and 503(b)
of the Bankruptcy Code for awards of compensation for services rendered
and reimbursement of expenses incurred prior to the Effective Date;

resolve any cases, controversies, suits, disputes, or Causes of Action with
respect to the repayment or return of distributionsDistributions and the
recovery of additional amounts owed by the holder of a Claim for amounts
not timely repaid;

to determine requests for the payment of Claims and Interests entitled to
priority pursuant to section 507 of the Bankruptcy Code;

to hear and determine disputes arising in connection with the
interpretation, implementation, or enforcement of the Plan, the
Confirmation Order, any transactions or payments contemplated hereby,
or any agreement, instrument, release, indenture, or other document
governing or relating to any of the foregoing;

to take any action and issue such orders as may be necessary to construe,
enforce, implement, execute, and consummate the Plan or to maintain the
integrity of the Plan following consummation;
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to resolve any cases, controversies, suits, disputes, or Causes of Action
with respect to the settlements, compromises, releases, injunctions,
Exculpations, and other provisions contained in Section 10 of the Plan and
enter such orders as may be necessary or appropriate to implement such
releases, injunctions, and other provisions, including to adjudicate any and
all claims or Causes of Action (i) against any Person granted a release
under Section 10.510.6 of the Plan or exculpation pursuant to Section
10.610.7 of the Plan, (ii) relating to the Debtors, the Plan, the
Distributions, the Reorganized Holdings Equity Interests, the Chapter 11
Cases, the transactions contemplated by the Plan to effectuate the Plan, or
any contract, instrument, release, agreement or document executed and
delivered in connection with such transactions and the Plan, and (iii)
brought by the Debtors (or any successor thereto) or any holder of a Claim
or an Interest;

to determine such other matters and for such other purposes as may be
provided in the Confirmation Order;

to hear and determine matters concerning state, local, and federal taxes in
accordance with sections 346, 505, and 1146 of the Bankruptcy Code
(including any requests for expedited determinations under section 505(b)
of the Bankruptcy Code);

to hear and determine any other matters related to the Plan and not
inconsistent with the Bankruptcy Code and title 28 of the United States
Code;

to enter a final decree closing any or all of the Chapter 11 Cases;

to enforce, clarify or modify all orders, judgments, injunctions, releases,
exculpations, indemnifications and rulings entered in connection with the
Chapter 11 Cases;

to recover all assets of the Debtors and property of the Debtors’ Estates,
wherever located; and

resolve any cases, controversies, suits, disputes, or Causes of Action that
may arise in connection with or under the RSA, Intercreditor Agreement,
First Lien Credit Agreement and related documents, Second Lien Credit
Agreement and related documents, and the Convertible Notes Indenture
and related documents, in each case, except for cases, controversies, suits,
disputes or Causes of Action between or among holders of Claims under
the First Lien Credit Agreement, Second Lien Credit Agreement or
Convertible Notes Indenture and related documents and not involving any
Debtor; and

to hear and determine any rights, claims, or Causes of Action held by or
accruing to the Debtors, the Reorganized Debtors, the Creditor Trust, or
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the Creditor Trust Administrator pursuant to the Confirmation Order, any
other order of the Bankruptcy Court, the Bankruptcy Code, or any other
federal statute or legal theory; provided, however, that nothing contained 
in subparagraph (x) of the Plan shall be deemed to constitute, as to any 
Person, a consent to, or pre-determination of the jurisdiction of the 
Bankruptcy Court over any Person, nor a waiver of any objection by any 
Person to the Bankruptcy Court’s jurisdiction respecting such rights, 
claims, defenses, or Causes of Action, with any such objection being fully 
preserved.

Miscellaneous Provisions.4.6

  Entire Agreement.(a)

Except as otherwise indicated, on the Effective Date, the Plan supersedes all previous and
contemporaneous negotiations, promises, covenants, agreements, understandings, and
representations with respect to the subject matter of the Plan, all of which will have become
merged and integrated into the Plan on the Effective Date.

 Governing Law.(b)

Except to the extent that the Bankruptcy Code or other federal law is applicable, or to the
extent an exhibit in the Plan or the Plan Supplement provides otherwise, the rights, duties, and
obligations arising under the Plan will be governed by, and construed and enforced in
accordance with, the laws of the State of New York, without giving effect to the principles of
conflict of laws thereof.  To the extent a rule of law or procedure is supplied by federal
bankruptcy law, the Bankruptcy Code, the Bankruptcy Rules, and the decisions and standards of
the United States Supreme Court, the United States Court of Appeals for the Third Circuit, the
United States District Court for the District of Delaware, and the Bankruptcy Court, as
applicable, will govern and control.

 Time.(c)

In computing any period of time prescribed or allowed by the Plan, unless otherwise set
forth herein or determined by the Bankruptcy Court, the provisions of Bankruptcy Rule 9006
shall apply.

 Reference to Monetary Figures.(d)

All references in the Plan to monetary figures shall refer to currency of the United States
of America, unless otherwise expressly provided herein.

 Reservation of Rights.(e)

Except as expressly set forth in the Plan, the Plan will have no force or effect until the
Bankruptcy Court has entered the Confirmation Order and the Effective Date has occurred.
Neither the Plan, any statement or provision contained in the Plan, nor any action taken or not
taken by any Debtor with respect to the Plan, the Disclosure Statement, the Confirmation Order,
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or the Plan Supplement will be or will be deemed to be an admission or waiver of any rights of
the Debtors, the First Lien Agent, the Second Lien Agent Luxor, or the Required Consenting
Lenders with respect to the holders of Claims or Interests prior to the Effective Date.

 Binding Effect.(f)

The Plan shall be binding on and inure to the benefit of the Debtors, the holders of
Claims and Interests, and each of their respective successors and assigns, including, without
limitation, the Reorganized Debtors or the Creditor Trust, and all other parties in interest in the
Chapter 11 Cases.  The rights, benefits, and obligations of any entity named or referred to in the
Plan or the Confirmation Order shall be binding on, and shall inure to the benefit of any heir,
executor, administrator, successor or assign, Affiliate, officer, director, manager, agent,
representative, attorney, beneficiaries, or guardian, if any, of each entity.

 Plan Supplement and Additional Documents.(g)

On or before the Voting Deadline, the Debtors may File with the Bankruptcy Court such
agreements and other documents as may be necessary or appropriate to effectuate and further
evidence the terms and conditions of the Plan which such agreements and documents will be in
form and substance reasonably acceptable to the Required Consenting Lenders, the First Lien
Agent, the Second Lien Agent and Luxor in accordance with the terms of the RSA; provided,
however that notwithstanding anything to the contrary in the Plan, the Shareholders’ Agreement
will be in form and substance acceptable to the Required Consenting Lenders in their respective
good faith discretion and the Creditor Trust Agreement and the Warrant Agreement shall be in
form and substance acceptable to Luxor in its good faith discretion.  The Debtors and all holders
of Claims or Interests receiving Distributions pursuant to the Plan and all other parties in interest
will, from time to time, prepare, execute, and deliver any agreements or documents and take any
other actions as may be necessary or advisable to effectuate the provisions and intent of the Plan.
Except as otherwise provided in the Plan, all documents included in the Plan Supplement will be
filed with the Office of the Clerk of the Bankruptcy Court at least five (5) Business Days before
the deadline to submit votes to accept or reject the Plan.  The Debtors, with the consent of the
Required Consenting Lenders and Luxor, to the extent provided for in the RSA, reserve their
rights to amend the Plan Supplement from time to time and to file any such amendments with the
Bankruptcy Court.

ARTICLE V.

CONDITIONS PRECEDENT

Conditions Precedent to Confirmation.5.1

Confirmation of the Plan is subject to the satisfaction or waiver of the following
conditions precedent:

Entry of the RSA Assumption Order;

the Bankruptcy Court will have entered a Final Order approving the
Disclosure Statement as containing adequate information within the
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meaning of section 1125 of the Bankruptcy Code (the “Disclosure 
Statement Order”) on or before the date that is forty (40) days from the
Petition Date;

the Debtors shall consult with the Committee with respect to the form of 
the proposed Confirmation Order, and each of the proposed Confirmation
Order, the Disclosure Statement Order, the RSA Assumption Order, and
the DIP Order will be in form and substance acceptable to the Debtors, the
DIP Agent, the DIP Lenders, the First Lien Agent, the Second Lien Agent,
the Required Consenting Lenders and Luxor to the extent set forth in the
RSA; and

each of the Non-RCS Affiliates will have filed chapter 11 petitions with
the Bankruptcy Court on or before March 25, 2016.

Conditions Precedent to the Effective Date.5.2

The occurrence of the Effective Date of the Plan, and the consummation of the Plan, is
subject to the satisfaction or waiver in whole or in part by the Debtors, the First Lien Agent, the
Second Lien Agent, the Required Consenting Lenders, and, as set forth in the RSA, Luxor of the
following conditions precedent:

the Bankruptcy Court has entered the Confirmation Order in form and
substance reasonably acceptable to the Debtors, the Required Consenting
Lenders, and to the extent set forth in the RSA, the First Lien Agent, the
Second Lien Agent, and Luxor, and the Confirmation Order is a Final
Order;

all conditions precedent to the effectiveness of, and the initial borrowings
under the Exit Facility are be satisfied or waived, in each case in
accordance with the terms and conditions of the Exit Credit Documents,
and the “Closing Date” under the Exit Credit Documents have occurred;

all conditions precedent to the effectiveness of the New Second Lien
Facility have been satisfied or waived, in each case in accordance with the
terms and conditions of the New Second Lien Credit Documents, and the
“Closing Date” under the New Second Lien Credit Documents has
occurred;

the Reorganized Holdings Equity Interests have been issued and delivered,
as applicable, and all conditions precedent to the consummation of the
transactions contemplated therein have been waived or satisfied in
accordance with the terms thereof and the closing of the transactions
contemplated by such agreements have occurred;

the New Warrants have been issued and delivered, as applicable, and all
conditions precedent to the consummation of the transactions
contemplated therein have been waived or satisfied in accordance with the
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terms thereof and the closing of the transactions contemplated by such
agreements will have occurred;

the Debtors have entered into the Creditor Trust Agreement establishing
the Creditor Trust, and the Debtors, the Non-RCS Affiliates, and the
Registered Investment Advisors, as applicable, shall have transferred and
assigned the Creditor Trust Assets to the Creditor Trust;

the Debtors have received all regulatory approvals (including, without
limitation, from Financial Industry Regulatory Authority and the
Securities Exchange Commission) necessary to continue operating
substantially in the ordinary course of business from and after the
Effective Date, if any;

(i) the Bankruptcy Court has entered an order confirming the Prepackaged
Plan, which order shall be acceptable to the Debtors, the Non-RCS
Affiliates, the First Lien Agent, Second Lien Agent, Required Consenting
Lenders and Luxor to the extent set forth in the RSA, and is a Final Order
and (ii) the “Effective Date” of such Prepackaged Plan has occurred or is
occurring simultaneously with the Effective Date of the Plan;

the RIA Release has occurred;

all Definitive Documents, including, but not limited to, the New Corporate
Governance Documents and the Plan Supplement, unless a different
approval standard is specified in the Plan, are in form and substance
reasonably acceptable to the Debtors and the Required Consenting
Lenders, and to the extent set forth in the RSA, the First Lien Agent, the
Second Lien Agent, and Luxor, and are deemed to be valid, binding and
enforceable in accordance with their terms;

all documents and agreements necessary to implement the Plan have (a)
been tendered for delivery, and (b) been effected or executed by all
Persons party thereto, or will be deemed executed and delivered by virtue
of the effectiveness of the Plan as expressly set forth therein, and all
conditions precedent to the effectiveness of such documents and
agreements will have been satisfied or waived pursuant to the terms of
such documents and agreements; and

the RSA is in full force and effect.

Effect of Failure of Conditions to Effective Date.5.3

If each of the conditions to the Effective Date is not satisfied or duly waived in
accordance with Section 9.4 of the Plan, then upon motion by the Debtors made before the time
that each of such conditions has been satisfied or duly waived and upon notice to such parties in
interest as the Bankruptcy Court may direct, the Confirmation Order may be vacated by the
Bankruptcy Court; provided, however, that, notwithstanding the Filing of such motion, the
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Confirmation Order may not be vacated if each of the conditions to the Effective Date is either
satisfied or duly waived before the Bankruptcy Court enters an order granting such motion.  If
the Confirmation Order is vacated pursuant to Section 9.3 of the Plan, the Plan will be null and
void in all respects.

Waiver of Conditions.5.4

Each of the conditions set forth in Sections 9.1 and 9.2 of the Plan may be waived in
whole or in part by the Debtors in consultation with the Committee and with the prior written
consent of the First Lien Agent, the Second Lien Agent, and the Majority Consenting Lenders,
without any notice to other parties in interest or the Bankruptcy Court and without a hearing;
provided, however that, notwithstanding anything herein to the contrary, the waiver of
conditions set forth in Section 9.2(a), (e), (f), and (j) of the Plan (to the extent applicable to
Luxor) shall also require the consent of Luxor.

ARTICLE VI.

MODIFICATION, REVOCATION, OR WITHDRAWAL OF THE PLAN

Modification and Amendments.6.1

Prior to the Confirmation Date, the Plan, including exhibits thereto and the Plan
Supplement, may be amended, modified, or supplemented by the Debtors, in consultation with 
the Committee and subject to the prior written consent of the Required Consenting Lenders, the
First Lien Agent, and the Second Lien Agent in accordance with the RSA, in the manner
provided for by section 1127 of the Bankruptcy Code or as otherwise permitted by the Plan or
law without additional disclosure pursuant to section 1125 of the Bankruptcy Code.

Subject to the prior written consent of the Required Consenting Lenders, the First Lien
Agent and the Second Lien Agent, and Luxor, each to the extent provided for in the RSA and
Plan, and, to the extent affecting Distributions to General Unsecured Creditors, the Committee,
unless terminated by its terms, the Plan may be amended, modified or supplemented at any time
after the Confirmation Date and before substantial consummation, provided that the Plan, as
amended, modified or supplemented, satisfies the requirements of section 1122 and 1123 of the
Bankruptcy Code, and the Bankruptcy Court, after notice and hearing, confirms the Plan as
modified, under section 1129 of the Bankruptcy Code and the circumstances warrant such
amendment, modification or supplement.  Any holder of a Claim that has accepted the Plan prior
to any amendment, modification or supplement will be deemed to have accepted the Plan, as
amended, modified or supplemented, if the proposed amendment, modification or supplement
does not materially and adversely change the treatment of such holder’s Claim.  Prior to the
Effective Date, the Debtors, in consultation with the Committee and with the consent of the
Required Consenting Lenders  and Luxor, to the extent provided in the RSA, Luxor, which shall
not be unreasonably withheld, may make appropriate technical adjustments and modifications to
the Plan without further order or approval of the Bankruptcy Court.  After the Effective Date, the
Debtors, and the Reorganized Debtors may institute proceedings in the Bankruptcy Court to
remedy any defect or omission or reconcile any inconsistencies in the Plan or the Confirmation
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Order, with respect to such matters as may be necessary to carry out the purposes and effects of
the Plan.

Effect of Confirmation on Modifications.6.2

Entry of a Confirmation Order will result in all modifications or amendments to the Plan
occurring after the solicitation thereof being approved pursuant to section 1127(a) of the
Bankruptcy Code and do not require additional disclosure or resolicitation under Bankruptcy
Rule 3019.

Revocation, Withdrawal, or Non-Consummation of the Plan.6.3

The Debtors reserve the right to revoke or withdraw the Plan unless terminated by its
terms, in consultation with the Committee and subject to the prior written consent of the
Required Consenting Lenders and Luxor, to the extent provided in the RSA, Luxor at any time
prior to the Confirmation Date and to file other plans of reorganization; provided, however, that
any such revocation or withdrawal of the Plan would constitute a Supporting Party Termination
Event under Section 6(a) of the RSA, which could result in the termination of the RSA.  If the
Debtors revoke or withdraw the Plan in accordance with the preceding sentence, or if the
Confirmation Order is not entered or consummation of the Plan does not occur, then (i) the Plan
will be null and void in all respects, (ii) any settlement or compromise embodied in the Plan
(including the fixing or limiting to an amount any Claim or Class of Claims), assumption or
rejection of Executory Contracts or Unexpired Leases effected by the Plan, and any document or
agreement executed pursuant to the Plan will be deemed null and void, and (iii) nothing
contained in the Plan, and no acts taken in preparation for consummation of the Plan, will (a)
constitute or be deemed to constitute a waiver or release of any Claims by or against, or any
Interests in, the Debtors or any other Person, (b) prejudice in any manner the rights of the
Debtors or any Person in any further proceedings involving the Debtors, or (c) constitute an
admission of any sort by the Debtors or any other Person.
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Severability.6.4

If, prior to the entry of the Confirmation Order, any term or provision of the Plan is held
by the Bankruptcy Court to be invalid, void, or unenforceable, the Bankruptcy Court will have
the power to alter and interpret such term or provision to make it valid or enforceable to the
maximum extent practicable, consistent with the original purpose of the term or provision held to
be invalid, void, or unenforceable, and such term or provision will then be applicable as altered
or interpreted.  Notwithstanding any such holding, alteration, or interpretation, the remainder of
the terms and provisions of the Plan will remain in full force and effect and will in no way be
affected, impaired, or invalidated by such holding, alteration, or interpretation.  The
Confirmation Order will constitute a judicial determination and will provide that each term and
provision of the Plan, as it may have been altered or interpreted in accordance with the
foregoing, is: (1) valid and enforceable pursuant to its terms; (2) integral to the Plan and may not
be deleted or modified without the reasonable consent of the Debtors, the First Lien Agent, the
Second Lien Agent the Required Consenting Lenders, and Luxor, each as provided in the RSA;
and (3) nonseverable and mutually dependent.

ARTICLE VII.

EFFECT OF CONFIRMATION

Vesting of Assets.7.1

Except as otherwise provided in the Plan, on the Effective Date, pursuant to sections
1141(b) and (c) of the Bankruptcy Code, (i) all property of the Debtors’ Estates (including, all
Retained Causes of Action which may be asserted by or on behalf of the Debtors but excluding
the Creditor Trust Assets) will be vested in the Reorganized Debtors and (ii) all Creditor Trust
Assets shall be vested in the Creditor Trust, in each case free and clear of all Claims, liens,
encumbrances, charges, and other interests.  After the Effective Date, the Reorganized Debtors
will not have any liability to holders of Claims or Interests other than as expressly provided for
in the Plan.  As of the Effective Date, each of the Reorganized Debtors will be deemed to have
incurred the Exit Facility Obligations and the New Second Lien Facility Obligations pursuant to
the Exit Credit Agreement and the New Second Lien Credit Agreement, respectively.  As of the
Effective Date, the Reorganized Debtors may operate their businesses and may use, acquire, and
dispose of property free of any restrictions of the Bankruptcy Code or the Bankruptcy Rules and
in all respects as if there were no pending cases under any chapter or provision of the
Bankruptcy Code, except as provided in the Plan.

Settlement of Certain Intercreditor Issues.7.2

To the extent applicable, pursuant to Bankruptcy Rule 9019, and in consideration for the
classification, Distribution and other benefits provided under the Plan, the provisions of the Plan
will constitute a good faith compromise and settlement of all Claims, Interests, and controversies
resolved pursuant to the Plan, including, without limitation, all Claims arising prior to the
Petition Date, whether known or unknown, foreseen or unforeseen, asserted or unasserted, by or
against any Released Party, arising out of, relating to or in connection with the business or affairs
of or transactions with the Debtors.  The entry of the Confirmation Order will constitute the

 98

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 103 of 170



Bankruptcy Court’s approval of each of the foregoing compromises or settlements, and all other
compromises and settlements provided for in the Plan, and the Bankruptcy Court’s findings will
constitute its determination that such compromises and settlements are in the best interests of the
Debtors, the Estates, creditors and other parties in interest, and are fair, equitable and within the
range of reasonableness.  The provisions of the Plan, including, without limitation, its release,
injunction, exculpation and compromise provisions, are mutually dependent and non-severable.

Discharge of Claims Against the Debtors and Termination of Interests.7.3

Except as otherwise provided in the Plan or the Confirmation Order, upon the
Effective Date and in consideration of the rights afforded in the Plan and the payments and
Distributions to be made hereunder, each holder (as well as any trustees and agents on behalf
of each holder) of a Claim against the Debtors or an Interest in the Debtors will be deemed
upon receipt of its respective distributions provided for in the Plan to have forever waived,
released and discharged such Claim or Interest.  On the Effective Date, all holders of such
Claims and Interests will be forever precluded and enjoined, pursuant to section 524 of the
Bankruptcy Code, from prosecuting or asserting any such discharged Claim or Interest
against the Debtors, their Estates, the Reorganized Debtors, the Released Parties, the Creditor
Trust, the Creditor Trust Administrator, the Creditor Trust Board, or any of their assets or
properties based on any act or omission, transaction, or other activity of any kind or nature
that occurred prior to the Effective Date, whether or not such holder has filed a proof of
Claim or proof of Interest.

Except as otherwise provided in the Plan or in the Confirmation Order, all Persons
who have held, now hold or may hold Claims against any of the Debtors or Interests in any of
the Debtors and all other parties in interest, along with their respective present and former
Representatives, are permanently enjoined, from and after the Effective Date, from: (a)
commencing or continuing in any manner any action or other proceeding of any kind with
respect to such Claim or Interest against the Debtors, their Estates, the Reorganized Debtors,
the Released Parties, the Creditor Trust, the Creditor Trust Administrator, or the Creditor
Trust Board (b) the enforcement, attachment, collection or recovery by any manner or means
of any judgment, award, decree or order against the Debtors, their Estates, the Reorganized
Debtors, the Released Parties, the Creditor Trust, the Creditor Trust Administrator, or the
Creditor Trust Board with respect to such Claim or Interest; (c) creating, perfecting or
enforcing any encumbrance of any kind against the Debtors, their Estates, the Reorganized
Debtors, the Released Parties, the Creditor Trust, the Creditor Trust Administrator, or the
Creditor Trust Board, or against the property or interests in property of the Debtors, their
Estates, the Reorganized Debtors, the Released Parties, the Creditor Trust, the Creditor Trust
Administrator, or the Creditor Trust Board with respect to such Claim or Interest; or (d)
asserting any right of setoff, subrogation, or recoupment of any kind against any obligations
due from the Debtors, their Estates, the Reorganized Debtors, the Released Parties, the
Creditor Trust, the Creditor Trust Administrator, or the Creditor Trust Board, with respect to
such Claim or Interest.  Such injunction will extend to any successors of the Debtors, their
Estates, the Reorganized Debtors, the Released Parties, the Creditor Trust, the Creditor Trust
Administrator, the Creditor Trust Board and their respective properties and interest in
properties.
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Term of Injunctions or Stays.7.4

Unless otherwise provided, all injunctions or stays arising under or entered during the
Chapter 11 Cases under section 105 or 362 of the Bankruptcy Code, or otherwise, and in
existence on the Confirmation Date, will remain in full force and effect until the closing of the 
respective Chapter 11 CasesEffective Date.

Injunction Against Interference with the Plan.7.5

Upon the entry of the Confirmation Order, all holders of Claims and Interests and
other parties in interest, along with their respective present or former employees, agents,
officers, directors, or principals, will be enjoined from taking any actions to interfere with the
implementation or consummation of the Plan.

Releases.7.6

Without limiting any other applicable provisions of, or releases contained in, the Plan,
effective as of the Confirmation Date, but subject to the occurrence of the Effective Date, for
good and valuable consideration, including the Distributions to be made hereunder, the
Debtors and the Reorganized Debtors, on behalf of themselves and their Affiliates, the Estates
and their respective Representatives, 29 successors, assigns and any and all entities who may
purport to claim by, through, for or because of them willshall forever release, waive and
discharge all Causes of Action that they have, or had against any Released Party (the
“Company Released Causes of Action”) except with respect to any obligations arising under
the Plan, the Definitive Documents that by their terms survive the Effective Date, and any
applicable orders of the Bankruptcy Court or other court of competent jurisdiction in the
Chapter 11 Cases; provided, however, that the foregoing provisions willshall have no effect on
the liability of any entity that would otherwise result from any such act or omission to the
extent that such act or omission is determined in a Final Order to have constituted fraud, theft
or willful misconduct.

As of the Effective Date, in consideration for the obligations of the Debtors and the
Reorganized Debtors under the Plan and the Cash, contracts, instruments, releases,
agreements or documents to be entered into or delivered in connection with the Plan, each
holder of a Claim (solely in its capacity as such) (i) whose Claim is Unimpaired by the Plan,
(ii) that has not voted to rejectaccept the Plan, or (iii) that has voted to reject the Plan but has
not checked the box on the applicable ballot indicating that they opt not to grant the releases
provided in the Plan, (provided that the each of the parties to the RSA are and shall be deemed
to elect to grant the releases provided in the Plan if the RSA has not terminated in accordance
with its terms), will be deemed to forever release, waive and discharge all Causes of Action in
any way relating to a Debtor, the Chapter 11 Cases, the Estates, the Plan, the exhibits to the
Plan, the Plan Supplement, the Disclosure Statement, the RSA and the Term Sheets, the First
Lien Facility, the Second Lien Facility or the Convertible Notes Indenture that such Person
29   The term “Representatives” means, with respect to any Person and its Affiliates, such Person’s or Affiliates’ 

respective Affiliates, predecessors, successors, and assigns (whether by operation of law or otherwise), and with 
respect to any of the foregoing any officers, directors, principals, employees, subsidiaries, members, partners, 
managers, agents, attorneys, advisors, investment bankers, financial advisors, accountants or other professional 
of such Person or Affiliate, in each case in such capacity.
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has, had or may have against any Released Party or their representatives or any employees,
agents or partners of the Debtors (which release will be in addition to the discharge of Claims
provided in the Planherein and under the Confirmation Order and the Bankruptcy Code),
except with respect to any obligations arising under the Plan, the New Term Loan 
AgreementExit Credit Documents, the New Second Lien Credit Documents, or any of the
Definitive Documents that by their terms survive the Effective Date, or any act, event, injury,
omission, transaction, or agreement arising after the Effective Date (other than Causes of
Action relating to such act, event, injury, omission, transaction or agreement first arising or
occurring prior to the Effective Date); provided, however, that the foregoing provisions will
have no effect on the liability of any entity that would otherwise result from any such act or
omission to the extent that such act or omission is determined in a Final Order to have
constituted fraud, theft or willful misconduct.  For the avoidance of doubt, the foregoing 
release shall not release or enjoin the claims and causes of action asserted, or that could be 
asserted, against any non-Debtor in the Securities Litigation.

Entry of the Confirmation Order will constitute the Bankruptcy Court’s approval,
pursuant to section 363 of the Bankruptcy Code and Bankruptcy Rule 9019, of the releases in
Sections 10.510.6(a) and (b) of the Plan, which includes, by reference, each of the related
provisions and definitions contained thereinherein and, further, will constitute the Bankruptcy
Court’s finding that such releases are (i) in exchange for the good and valuable consideration
provided by the Debtors and the other Released Parties, representing a good faith settlement
and compromise of the Claims released thereinherein, (ii) in the best interests of the Debtors
and all holders of Claims, (iii) fair, equitable, and reasonable, (iv) approved after due notice
and opportunity for hearing, and (v) a bar to any of the releasing parties asserting any Claim
released by the releasing parties against any of the Debtors or the other Released Parties or
their respective property.

Each Person to which Sections 10.510.6(a) and/or (b) of the Plan apply willshall be
deemed to have granted the releases set forth in those Sections notwithstanding that such
Person may hereafter discover facts in addition to, or different from, those which it now
knows or believes to be true, and without regard to the subsequent discovery or existence of
such different or additional facts, and such Person expressly waives any and all rights that it
may have under any statute or common law principle which would limit the effect of such
releases to those claims or causes of action actually known or suspected to exist at the time of
execution of the release.

Exculpation.7.7

From and after the Effective Date, the Exculpated Parties, will neither have nor incur
any liability to any entity, and no holder of a Claim or Interest, no other party in interest and
none of their respective Representatives, will have any right of action against any Exculpated
Party, for any act taken or omitted to be taken in connection with, related to or arising out of
the Chapter 11 Cases or the consideration, formulation, preparation, dissemination,
implementation, confirmation or consummation of the Plan, the exhibits to the Plan, the Plan
Supplement, the Disclosure Statement, any transaction proposed in connection with the
Chapter 11 Cases or any contract, instrument, release or other agreement or document
created or entered into or any other act taken or omitted to be taken, in connection therewith;
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provided, however, that the foregoing provisions will have no effect on: (a) the liability of any
entity that would otherwise result from the failure to perform or pay any obligation or liability
under the Plan or any contract, instrument, release or other agreement or document to be
entered into or delivered in connection with the Plan or (b) the liability of any entity that
would otherwise result from any such act or omission to the extent that such act or omission is
determined in a Final Order to have constituted fraud, gross negligence or willful misconduct.

Injunction.7.8

Except as otherwise expressly provided in the Plan or the Confirmation Order, as of
the Confirmation Date, but subject to the occurrence of the Effective Date, all Persons who
have held, hold or may hold Claims against or Interests in the Debtors or the Debtors’ Estates
are, with respect to any such Claims or Interests, permanently enjoined after the Confirmation
Date from: (i) commencing, conducting or continuing in any manner, directly or indirectly,
any suit, action or other proceeding of any kind (including, without limitation, any proceeding
in a judicial, arbitral, administrative or other forum) against or affecting the Debtors, the
Reorganized Debtors, the Creditor Trust Administrator, the Creditor Trust, the Creditor Trust
Board, the Creditor Trust Assets, the Debtors’ Estates or any of their property, or any direct or
indirect transferee of any property of, or direct or indirect successor in interest to, any of the
foregoing Persons or any property of any such transferee or successor; (ii) enforcing, levying,
attaching (including, without limitation, any pre-judgment attachment), collecting or
otherwise recovering by any manner or means, whether directly or indirectly, any judgment,
award, decree or order against the Debtors, the Reorganized Debtors, the Creditor Trust
Administrator, the Creditor Trust, the Creditor Trust Board, the Creditor Trust Assets, or the
Debtors’ Estates or any of their property, or any direct or indirect transferee of any property
of, or direct or indirect successor in interest to, any of the foregoing Persons, or any property
of any such transferee or successor; (iii) creating, perfecting or otherwise enforcing in any
manner, directly or indirectly, any encumbrance of any kind against the Debtors, the
Reorganized Debtors, the Creditor Trust Administrator, the Creditor Trust, the Creditor Trust
Board, the Creditor Trust Assets, or the Debtors’ Estates or any of their property, or any direct
or indirect transferee of any property of, or successor in interest to, any of the foregoing
Persons; (iv) acting or proceeding in any manner, in any place whatsoever, that does not
conform to or comply with the provisions of the Plan to the full extent permitted by applicable
law; and (v) commencing or continuing, in any manner or in any place, any action that does
not comply with or is inconsistent with the provisions of the Plan; provided, however, that
nothing contained in the Plan shall preclude such Persons from exercising their rights, or
obtaining benefits, pursuant to and consistent with the terms of the Plan, provided further, 
however, that nothing in the Plan shall (a) enjoin or otherwise impact the continued 
prosecution of the claims and causes of action asserted or that could be asserted against any 
non-Debtor in the Securities Litigation; (b) preclude the lead plaintiffs in the Securities 
Litigation from conducting discovery of the Reorganized Debtors, including seeking 
production of documents from the Reorganized Debtors through a third-party subpoena with 
respect to any documents in the possession, custody, or control of the Reorganized Debtors or 
their agents; or (c) preclude the lead plaintiffs and/or the putative classes in the Securities 
Litigation from seeking any required relief from the Bankruptcy Court authorizing recovery 
on account of their Securities Litigation Claims from the Debtors and/or from any insurance 
company providing coverage to the Debtors, solely to the extent of available insurance 
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coverage and any proceeds thereof.  Nothing herein shall alter the Bankruptcy Court’s 
reservation of jurisdiction pursuant to Section 12.1 of the Plan.  For the avoidance of doubt,
any recoveries on account of such Securities Litigation Claims against the Debtors shall be 
limited to, and any payments or settlements shall only be provided by available insurance 
coverage, if any, and no action shall be taken to collect any portion of any settlement, 
judgment, or other costs from the assets or properties of the Debtors or the Reorganized 
Debtors. For the further avoidance of doubt, the Confirmation Order shall permanently enjoin
the commencement or prosecution by any Person, whether directly, derivatively or otherwise,
of any Claims, obligations, suits, judgments, damages, demands, debts, rights, Causes of
Action or liabilities discharged pursuant to Section 10.3 of the Plan, released pursuant to
Section 10.510.6 of the Plan, or exculpated pursuant to Section 10.610.7 of the Plan.

Worthless Stock Deduction Procedures7.9

Unless otherwise ordered by the Bankruptcy Court or consented to by the Reorganized
Debtors, and notwithstanding anything to the contrary contained in any order entered by the
Bankruptcy Court as contemplated by the WSD Procedures Motion, on and after the Effective
Date, each “50% Shareholder” (as such term is defined in WSD Procedures Motion) shall be
required to file upon the Court, and serve upon counsel to the Debtors, an advance written
declaration (the Declaration of Intent to Claim a Worthless Security Deduction, in the form of
Schedule E of Exhibit 1 attached to the WSD Procedures Motion), before (i) filing any federal or
state tax return, (ii) filing any amendment to such a return, or (iii) distributing any K-1 or other
information statement, if any, to its partners or members, in each case claiming or reflecting any
deduction for worthlessness or abandonment of a Holdings Equity Interest, for a tax year ending
on or before the Effective Date.  For the avoidance of doubt, Section 13.5 of the Plan shall not be
construed to enjoin any “50% Shareholder” from taking or causing to be taken any such action
with respect to a tax year ending after the Effective Date.

To the extent any 50% Shareholder is a partnership or other pass-through entity for
federal or state income tax purposes, prior to filing any federal or state tax return, or any
amendment to such a return, then unless otherwise ordered by the Bankruptcy Court, each
partner or other owner of such 50% Shareholder will be required to file upon the Court, and
serve upon counsel to the Debtors, an advance written declaration (the Declaration of Intent to
Claim a Worthless Security Deduction), before filing a tax return claiming or otherwise
reflecting any deduction for worthlessness of a Holdings Equity Interest for a tax year ending on
or before the Effective Date.  For the avoidance of doubt, Section 13.5 of the Plan will not be
construed to enjoin any partner or owner of such 50% Shareholder from taking or causing to be
taken any such action with respect to a tax year ending after the Effective Date.

Setoff.7.10

Notwithstanding anything hereinin the Plan, in no event willshall any holder of a Claim
be entitled to setoff or recoup any Claim against any claim, right, or Cause of Action of the
Debtors, the Reorganized Debtors, or the Creditor Trust, as applicable, unless such holder
obtains an order from the Bankruptcy Court authorizing such setoff by motion Filed on or before 
the Confirmation Date, and notwithstanding any indication in any proof of claim or otherwise
that such holder asserts, has, or intends to preserve any right of setoff pursuant to section 553 of
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the Bankruptcy Code or otherwise.  Except as otherwise agreed by the Debtors, any Person 
seeking such an order must File a motion on or before the Confirmation Date.

Exemption from Certain Transfer Taxes.7.11

Pursuant to, and to the fullest extent permitted by, section 1146(a) of the Bankruptcy
Code, (a) the issuance, transfer or exchange (or deemed issuance, transfer or exchange) of a
security, including the issuance of the Reorganized Holdings Equity Interests and the New
Warrants, (b) the creation of any mortgage, deed of trust, Lien, pledge or other security interest,
including pursuant to the Exit Facility or the New Second Lien Facility, (c) the making or
assignment of any lease or sublease, (d) the assignment and transfer of the Creditor Trust Asset
to the Creditor Trust as provided in the Plan, or (e) the making or delivery of any deed or other
instrument of transfer under, in furtherance of, or in connection with the Plan (including, without
limitation, any merger agreements, agreements of consolidation, restructuring, disposition,
liquidation, dissolution, deeds, bills of sale and transfers of tangible property), including the
restructuring transactions contemplated by the Plan, will not be subject to any stamp tax,
recording tax, personal property tax, real estate transfer tax, sales tax, use tax, transaction
privilege tax (including, without limitation, such taxes on prime contracting and owner-builder 
sales), privilege taxes, or other similar taxes, and the appropriate state or local government
officials or agents will, and will be directed to, forgo the collection of any such tax, recordation
fee or government assessment and to accept for filing and recordation any of the foregoing
instruments or other documents without the payment of any such tax, recordation fee or
government assessment.  Unless the Bankruptcy Court orders otherwise, all sales, transfers and
assignments (including, without limitation, any transfers or assignments for collateral purposes)
of owned and leased property approved by the Bankruptcy Court on or prior to the Effective
Date will be deemed to have been in furtherance of or in connection with the Plan.

Issuance of New Securities and Plan-Related Documentation.7.12

The issuance under the Plan of (i) the Reorganized Holdings Equity Interests to the
holders of Allowed First Lien Claims, Allowed Second Lien Claims, the Backstop Parties, and
the parties entitled to receive the Exit Base Discount and Exit Backstop Discount and (ii) the
New Warrants to the Creditor Trust and the subsequent distribution of the New Warrants from
the Creditor Trust to the holders of Class A Units,  if the Creditor Trust Administrator at the
direction of the Creditor Trust Board determines to make such distribution, and any subsequent
sales, resales, transfers or other Distributions of such Reorganized Holdings Equity Interests or
New Warrants (including Reorganized Holdings Equity Interests issuable upon exercise of any
New Warrants) will be exempt from any federal or state securities law registration requirements
(and all rules and regulations promulgated thereunder) to the fullest extent permitted by section
1145 of the Bankruptcy Code and applicable non-bankruptcy law.

Upon the Effective Date, all documents, agreements and instruments entered into and
delivered on or as of the Effective Date contemplated by or in furtherance of the Plan, and any
other agreements or documents related to or entered into in connection with same, will become,
and will remain, effective and binding in accordance with their respective terms and conditions
upon the parties thereto, in each case without further notice to or order of the Bankruptcy Court,
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act or action under applicable law, regulation, order or rule or the vote, consent, authorization or
approval of any Person (other than as expressly required by such applicable agreement).

SEC Enforcement.7.13

Notwithstanding anything to the contrary contained in the Disclosure Statement, Plan or 
Confirmation Order, no provision shall preclude the U.S. Securities and Exchange Commission 
from enforcing its police or regulatory powers; and provided further, notwithstanding any 
language to the contrary contained in the Disclosure Statement, Plan or Confirmation Order, no 
provision shall release any nondebtor from liability in connection with any legal action or claim 
brought by the U.S. Securities and Exchange Commission.

Preservation of Documents.7.14

Notwithstanding anything to the contrary in the Plan or in the Confirmation Order, the 
Debtors, the Reorganized Debtors, and/or any transferee of their books and records (including 
books, records, documents, files, electronic data in whatever format (including native format), 
and tangible objects) relevant or potentially relevant to the Securities Litigation (collectively, 
“Books and Records”) shall preserve and maintain such Books and Records in a manner 
consistent with the applicable provisions of the Private Securities Litigation Reform Act, 15 
U.S.C. § 78u(b)(3)(C), and Federal Rules of Civil Procedure 26 and 34 as if the Debtors or the 
Reorganized Debtors, as applicable, were parties to the Securities Litigation and subject to a 
continuing request for the production of documents with respect thereto, until the earlier to occur 
of (a) entry of a final and nonappealable order of judgment or settlement with respect to all 
defendants in the Securities Litigation and (b) entry of an order of the Bankruptcy Court or the 
court in which the Securities Litigation is pending authorizing the destruction of certain Books 
and Records.  Any motion seeking the order referenced in subparagraph 13.6(b) of the Plan shall 
be on reasonable notice to counsel of record for all plaintiffs and defendants in the Securities 
Litigation with an opportunity to be heard.

ARTICLE VIII.

CONFIRMATION OF THE PLAN

Confirmation Hearing.8.3

Section 1128(a) of the Bankruptcy Code requires the Bankruptcy Court, after appropriate
notice, hold a hearing on confirmation of a plan.  The Bankruptcy Court has established May [●],
2016 at [TIME] (Eastern Time) as the date and time of the Confirmation Hearing.  The
Confirmation Hearing may be adjourned or continued from time to time by the Debtors or the
Bankruptcy Court without further notice except for an announcement of the adjourned or
continued date made at the Confirmation Hearing or any subsequent adjourned or continued
Confirmation Hearing.

Section 1128(b) of the Bankruptcy Code provides that any party in interest may object to
confirmation of a plan.  Any objection to confirmation of the Plan must be in writing, must
conform to the Bankruptcy Rules, must set forth the name of the objector, the nature and amount
of Claims or Interests held or asserted by the objector against the particular Debtor or Debtors,
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the basis for the objection and the specific grounds therefor, and must be filed with the
Bankruptcy Court, with a copy to chambers, together with proof of service thereof, and served
upon: (i) the Chambers of the Honorable Mary F. Walrath,United States Bankruptcy Judge, 824
Market Street N, Wilmington, Delaware 19801; (ii) counsel to the Debtors, Dechert LLP, 1095
Avenue of the Americas, New York, New York  10036, Attn: Michael J. Sage, Shmuel Vasser,
Stephen M. Wolpert and Andrew C. Harmeyer; (iii) Andy Vara, United States Trustee, U.S.
Department of Justice, Office of the U.S. Trustee, 844 King Street, Suite 2207, Lockbox 35,
Wilmington, DE 19801, Attn: Linda Casey; (iv) counsel to the Official Committee of Unsecured
Creditors (if appointed), [ ●], Gibson Dunn & Crutcher LLP, 200 Park Avenue, New York, NY 
10166, Attn: Matthew Kelsey, David Feldman, (v) counsel to the First Lien Agent, Shearman &
Sterling LLP, 599 Lexington Avenue New York, NY 10022, Attn: Joel Moss, (vi) counsel to the
Second Lien Agent, Covington & Burling LLP, The New York Times Building 620 Eighth
Avenue
New York, NY 10018 Attn: Ronald Hewitt, (vii) counsel to the Required Consenting First Lien
Lenders, Jones Day LLP, 222 East 41st Street, New York, New York  10017, Attn: Scott
Greenberg and Stacey L. Corr-Irvine, (viii) counsel to the Required Consenting Second Lien
Agent, Davis Polk & Wardwell LLP, 450 Lexington Avenue, New York, NY 10017, Attn:
Timothy Graulich (ix) counsel to Luxor, Kramer Levin Naftalis & Frankel LLP, 1177 Avenue of
the Americas, New York, New York 10036, Attn: Rachel Ringer, and (x) all other parties who
have filed a notice of appearance and request for service of documents.

Bankruptcy Rule 9014 governs objections to confirmation of the Plan.  UNLESS AN
OBJECTION TO CONFIRMATION IS TIMELY SERVED AND FILED, IT MAY NOT BE
CONSIDERED BY THE BANKRUPTCY COURT.

Confirmation.8.4

At the Confirmation Hearing, the Bankruptcy Court will determine whether the
requirements of section 1129(a) of the Bankruptcy Code have been satisfied with respect to the
Plan.

 Confirmation Requirements.(a)

Confirmation of a plan under section 1129(a) of the Bankruptcy Code requires, among
other things, that:

the plan complies with the applicable provisions of the Bankruptcy Code;

the proponent of the plan has complied with the applicable provisions of
the Bankruptcy Code;

the plan has been proposed in good faith and not by any means forbidden
by law;

any plan payment made or to be made by the proponent under the plan for
services or for costs and expenses in, or in connection with, the chapter 11
case, or in connection with the plan and incident to the case, has been
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approved by, or is subject to the approval of, the Bankruptcy Court as
reasonable;

the proponent has disclosed the identity and affiliations of any individual
proposed to serve, after confirmation of the plan, as a director, officer, or
voting trustee of the debtor, an affiliate of the debtor participating in the
plan with the debtor, or a successor to the debtor under the plan.  The
appointment to, or continuance in, such office by such individual must be
consistent with the interests of creditors and equity security holders and
with public policy and the proponent must have disclosed the identity of
any insider that the debtor will employ or retain, and the nature of any
compensation for such insider;

with respect to each Impaired class of claims or interests, either each
holder of a claim or interest of such class has accepted the plan, or will
receive or retain under the plan, on account of such claim or interest,
property of a value, as of the effective date of the plan, that is not less than
the amount that such holder would receive or retain if the debtor were
liquidated on such date under chapter 7 of the Bankruptcy Code;

each class of claims or interests has either accepted the plan or is not
Impaired under the plan;

except to the extent that the holder of a particular claim has agreed to a
different treatment of such claim, the plan provides that allowed
administrative expenses and priority claims will be paid in full on the
effective date (except that if a class of certain types of priority claims has
voted to accept the plan, holders of such claims may receive deferred cash
payments of a value, as of the effective date of the plan, equal to the
allowed amounts of such claims and that holders of priority tax claims
may receive on account of such claims, regular installment payments in
cash (i) of a total value, as of the effective date, equal to the allowed
amount of such claim, (ii) over a period not exceeding five (5) years after
the petition date, or (iii) in a manner not less favorable than the most
favored nonpriority unsecured claim provided for by the plan (other than
cash payments made to a class of creditors under section 1122 of the
Bankruptcy Code);

if a class of claims is Impaired, at least one (1) Impaired class of claims
has accepted the plan, determined without including any acceptance of the
plan by any insider holding a claim in such class;

confirmation of the plan is not likely to be followed by the liquidation, or
the need for further financial reorganization, of the debtor or any
successor to the debtor under the plan, unless such liquidation or
reorganization is proposed in the plan; and
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all fees payable to the applicable United States Trustee’s office, pursuant
to section 1930 of title 28, have been paid or the plan provides for
payment of such fees on the effective date of the plan.

Subject to satisfying the standard for any potential “cramdown” of Classes deemed to
reject the Plan, the Debtors believe that:

the Plan satisfies all of the statutory requirements of chapter 11 of the
Bankruptcy Code;

the Debtors have complied or will have complied at the time of
confirmation with all of the requirements of chapter 11 of the Bankruptcy
Code; and

the Plan has been proposed in good faith.

Set forth below is a summary of certain relevant statutory confirmation requirements.

(a)  Acceptance.(b)

A class is “Impaired” under a plan unless, with respect to each claim or interest of such
class, the plan (i) leaves unaltered the legal, equitable and contractual rights to which the claim
or interest entitles the holder of such claim or interest; or (ii) notwithstanding any contractual
provision or applicable law which entitles the holder of such claim or interest to demand or
receive accelerated payment on account of a default, cures any default, reinstates the original
maturity of the obligation, compensates the holder for any damages incurred as a result of
reasonable reliance on such provision or law and does not otherwise alter the legal, equitable or
contractual rights of such holder based upon such claim or interest.  A class that is not Impaired
under a plan is deemed to have accepted the plan and, therefore, solicitation of acceptances with
respect to such class is not required.

Classes 2, 3 and 5 are Impaired under the Plan and are entitled to vote to accept or reject
the Plan.  Classes 1, 4, 6, 8 and 9 are Unimpaired and, therefore, are conclusively presumed to
have voted to accept the Plan pursuant to section 1126(f) of the Bankruptcy Code.  Classes 7 and
10 are Impaired and not receiving any property under the Plan, and thus are deemed to have
rejected the Plan.

Because certain Classes are deemed to have rejected the Plan, the Debtors will request
confirmation of the Plan under section 1129(b) of the Bankruptcy Code.  The Debtors reserve the
right, with the consent of the Required Consenting Lenders and subject to the RSA, to alter,
amend, modify, revoke or withdraw the Plan or any Plan Exhibit, Schedule, or Plan Supplement,
including amending or modifying it to satisfy the requirements of section 1129(b) of the
Bankruptcy Code, if necessary.  The Debtors believe that the Plan will satisfy the “cramdown”
requirements of section 1129(b) of the Bankruptcy Code with respect to Classes 7 and 10 which
are deemed to reject the Plan and will set forth such arguments in a brief in support of
confirmation filed in advance of the Confirmation Hearing.

(b)  Feasibility; Valuation and Financial Projections.(c)
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Section 1129(a)(11) of the Bankruptcy Code requires that confirmation should not be
likely to be followed by the liquidation, or the need for further financial reorganization, of the
Debtors or any successor to the Debtors unless such liquidation or reorganization is proposed in
the Plan.   If the Plan is confirmed, the Allowed Claims that may be paid in full in Cash are the
General Administrative Claims, Professional Fee Claims, Priority Tax Claims, DIP Claims (if
any), Priority Claims and Other Secured Claims.  The Debtors have estimated the total amount of
such payments and expect sufficient liquidity from Cash on hand to fund these payments.

In addition, annexed as Exhibit 5 hereto are the Financial Projections (the “Financial
Projections”), which were prepared by the Debtors, with the assistance of its advisers, and
detail, among other things, the financial feasibility of the Plan and the Reorganized Debtors’
ability to service their obligations, including under the Exit Facility or New Second Lien
Facility.  The Financial Projections indicate it is expected that the Reorganized Holdings’
Adjusted EBITDA will be approximately $68 million in 2016, $90 million in 2017, $120 million
in 2018, $152 million in 2019, and $168 million in 2020 which earnings will be used, among
other things, to service the Exit Facility and New Second Lien Facility.  Please see Article XI,
“Certain Risk Factors to be Considered,” for a discussion of some of the risks that could affect
the Debtors’ ability to pay its post-Effective Date indebtedness, including its ability to achieve
its projected financial results as further described in the risk factor set forth in Section 11.3(a) of
this Disclosure Statement.

The Financial Projections are based on the assumption that the Plan will be confirmed by
the Bankruptcy Court and, for projection purposes, that the Effective Date under the Plan will
occur on or prior to May 16, 2016.

THE FINANCIAL PROJECTIONS, INCLUDING THE UNDERLYING
ASSUMPTIONS, SHOULD BE CAREFULLY REVIEWED IN EVALUATING THE PLAN.
WHILE THE DEBTORS BELIEVE THE ASSUMPTIONS UNDERLYING THE FINANCIAL
PROJECTIONS, WHEN CONSIDERED ON AN OVERALL BASIS, WERE REASONABLE
WHEN PREPARED IN LIGHT OF CURRENT CIRCUMSTANCES AND EXPECTATIONS,
NO ASSURANCE CAN BE GIVEN THAT THE FINANCIAL PROJECTIONS WILL BE
REALIZED.  THE DEBTORS MAKE NO REPRESENTATION OR WARRANTY AS TO
THE ACCURACY OF THE FINANCIAL PROJECTIONS.  THE FINANCIAL PROJECTIONS
ARE SUBJECT TO A NUMBER OF RISKS, UNCERTAINTIES AND ASSUMPTIONS,
INCLUDING THOSE DESCRIBED BELOW IN ARTICLE XI.   IN THE LIGHT OF THESE
RISKS AND UNCERTAINTIES, ACTUAL RESULTS COULD DIFFER MATERIALLY
FROM THOSE ANTICIPATED IN THE FINANCIAL PROJECTIONS.

The Debtors prepared the Financial Projections based upon certain assumptions that they
believe to be reasonable under the circumstances.  Those assumptions considered to be
significant are described in notes to the Financial Projections.  The Financial Projections have
not been examined or compiled by independent accountants.  The Debtors make no
representation as to the accuracy of the projections or their ability to achieve the projected
results.  Many of the assumptions on which the projections are based are inherently subject to
significant economic and competitive uncertainties and contingencies beyond the control of the
Debtors and their management, and are subject to significant incremental uncertainty as a result
of the scope and potential duration of the current economic recession underway both in the
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United States and abroad.  Inevitably, some assumptions will not materialize and unanticipated
events and circumstances may affect the actual financial results.  Therefore, the actual results
achieved throughout the period of the Financial Projections may vary from the projected results
and the variations may be material.  All holders of Claims that are entitled to vote to accept or
reject the Plan are urged to examine carefully all of the assumptions on which the Financial
Projections are based in connection with their evaluation of the Plan.

In addition, in connection with the Plan, Lazard performed an analysis of the estimated
value of the Reorganized Debtors on a going-concern basis, attached hereto as Exhibit 6 (the
“Valuation Analysis”).

Specifically, in preparing the Valuation Analysis, Lazard, among other things: (i)
reviewed certain recent publicly available financial results of the Debtors; (ii) reviewed the
Financial Projections; and (iii) discussed with certain senior executives the current operations
and prospects of the Debtors and Non-Debtor Affiliates, as well as key assumptions related to
the Financial Projections.

THE VALUATION ANALYSIS SET FORTH IN EXHIBIT 6 IS BASED UPON A
NUMBER OF ESTIMATES AND ASSUMPTIONS THAT ARE INHERENTLY SUBJECT TO
SIGNIFICANT UNCERTAINTIES AND CONTINGENCIES BEYOND THE CONTROL OF
THE DEBTORS OR THE REORGANIZED DEBTORS. ACCORDINGLY, THERE CAN BE
NO ASSURANCE THAT THE RANGES REFLECTED IN THE VALUATION ANALYSIS
WOULD BE REALIZED IF THE PLAN WERE TO BECOME EFFECTIVE, AND ACTUAL
RESULTS COULD VARY.

THE VALUATION ANALYSIS REPRESENTS A HYPOTHETICAL VALUATION
OF THE REORGANIZED DEBTORS, WHICH ASSUMES THAT SUCH REORGANIZED
DEBTORS AND THE NONDEBTOR AFFILIATES CONTINUE AS AN OPERATING
BUSINESS. THE ESTIMATED VALUE SET FORTH IN THE VALUATION ANALYSIS
DOES NOT PURPORT TO CONSTITUTE AN APPRAISAL OR NECESSARILY REFLECT
THE ACTUAL MARKET VALUE THAT MIGHT BE REALIZED THROUGH A SALE OR
LIQUIDATION OF THE REORGANIZED DEBTORS, THEIR SECURITIES OR THEIR
ASSETS, WHICH MAY BE MATERIALLY DIFFERENT THAN THE ESTIMATE SET
FORTH IN THE VALUATION ANALYSIS. ACCORDINGLY, SUCH ESTIMATED VALUE
IS NOT NECESSARILY INDICATIVE OF THE PRICES AT WHICH ANY SECURITIES OF
THE REORGANIZED DEBTORS MAY TRADE AFTER GIVING EFFECT TO THE
TRANSACTIONS SET FORTH IN THE PLAN. ANY SUCH PRICES MAY BE
MATERIALLY DIFFERENT THAN INDICATED BY THE VALUATION ANALYSIS.

(c)  Creditors’ Estimated Recovery Rates.(d)

CREDITORS’ ESTIMATED RECOVERY RATES SET FORTH IN THIS
DISCLOSURE STATEMENT ARE BASED ON A HYPOTHETICAL ANALYSIS OF THE
DEBTORS’ FINANCIAL PROJECTIONS AND THE VALUATION ANALYSIS, WHICH
ASSUMES THAT THE REORGANIZED DEBTORS CONTINUE AS OPERATING
BUSINESSES.  THE ESTIMATED RECOVERY RATES SET FORTH IN THE DISCLOSURE
STATEMENT DO NOT PURPORT TO CONSTITUTE A VALUATION OF THE DEBTORS
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OR AN APPRAISAL OF THE DEBTORS’ ASSETS OR CLAIMS, AND THE ESTIMATED
RECOVERY RATES SET FORTH HEREIN DO NOT REFLECT THE ACTUAL MARKET
VALUE THAT MIGHT BE REALIZED THROUGH A SALE OR LIQUIDATION OF THE
REORGANIZED DEBTORS, THEIR SECURITIES OR ASSETS OR CLAIMS, WHICH
VALUE MAY BE SIGNIFICANTLY HIGHER OR LOWER THAN THE ESTIMATED
RECOVERY RATES SET FORTH IN THE DISCLOSURE STATEMENT.

The Debtors have been advised by their financial advisor, Zolfo Cooper with respect to
the estimated ranges of recovery rates.  Zolfo Cooper assisted by estimating the range of value
available for distribution to holders of Allowed Claims pursuant to the Plan.  The estimated
ranges of recovery rates for purposes of the Plan is based on the Financial Projections provided
by the Debtors’ management for the years 2016 through 2019, and the Valuation Analysis, and
takes into consideration the variability depending on the business strategy ultimately pursued.

Based on the Financial Projections and the Valuation Analysis subject to the disclaimers
herein and solely for purposes of the Plan, Zolfo Cooper estimates that the ranges recovery rates
for creditors under the Plan are as presented in this Disclosure Statement.

THE ESTIMATED RECOVERIES WERE DERIVED FROM ANALYSIS
PERFORMED BY ZOLFO COOPER ON THE BASIS OF INFORMATION AVAILABLE TO
ZOLFO COOPER AS OF THE PETITION DATE.  ALTHOUGH SUBSEQUENT
DEVELOPMENTS MAY AFFECT ZOLFO COOPER'S CONCLUSIONS, NEITHER ZOLFO
COOPER NOR THE DEBTORS HAVE ANY OBLIGATION TO UPDATE, REVISE OR
REAFFIRM THE ESTIMATE.

The estimated recoveries and the Valuation Analysis assume that the Financial
Projections were reasonably prepared by management of the Debtors in good faith and on a basis
reflecting the Debtors’ most accurate currently available estimates and judgments as to the future
operating and financial performance of the Reorganized Debtors, and assume the Reorganized
Debtors will achieve their Financial Projections in all material respects.  If the business performs
at levels below or above those set forth in the Financial Projections, such performance may have
a materially negative or positive impact, respectively.  In conducting its analysis, Zolfo Cooper:
(a) reviewed certain historical financial information of the Debtors; (b) reviewed certain internal
financial and operating data of the Debtors; (c) discussed the Debtors' operations and future
prospects with the senior management team of the Debtors and third-party advisors; (d) reviewed
certain publicly available financial data for public companies that Zolfo Cooper deemed
generally comparable to the operating business of the Reorganized Debtors; (e) considered
certain economic and industry information relevant to the operating businesses; (f) conducted
such other studies, analyses, inquiries and investigations as it deemed appropriate; and (g) the
Valuation Analysis.  Zolfo Cooper assumed and relied on the accuracy and completeness of all
financial and other information furnished to it by the Debtors' management as well as third
parties and publicly available information.

In addition, Zolfo Cooper did not independently verify the Financial Projections or the
Valuation Analysis in connection with preparing any analysis, and no independent appraisals of
the Debtors were sought or obtained in connection herewith.  The ranges of recovery estimates
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were developed solely for purposes of confirmation of the Plan, and to provide “adequate
information” pursuant to section 1125 of the Bankruptcy Code.

The estimated recovery ranges do not constitute a recommendation to any holder of
Allowed Claims as to how such person should vote or otherwise act with respect to the Plan.
Zolfo Cooper and the Debtors’ other advisors have not been asked to and do not express any
view as to what the value of the Reorganized Debtors' securities would be on issuance at any
time.  The estimated recovery ranges do not constitute an opinion as to fairness from a financial
point of view to any person of the consideration to be received by such person under the Plan or
of the terms and provisions of the Plan.

THE SUMMARY SET FORTH ABOVE DOES NOT PURPORT TO BE A
COMPLETE DESCRIPTION OF THE ANALYSES PERFORMED BY THE DEBTORS,
LAZARD, OR ZOLFO COOPER.  THE PREPARATION OF RECOVERY RATES
ESTIMATES INVOLVES VARIOUS DETERMINATIONS AS TO THE MOST
APPROPRIATE AND RELEVANT METHODS OF FINANCIAL ANALYSIS AND THE
APPLICATION OF THESE METHODS IN THE PARTICULAR CIRCUMSTANCES AND,
THEREFORE, SUCH AN ESTIMATE IS NOT READILY SUITABLE TO SUMMARY
DESCRIPTION.  IN PERFORMING THESE ANALYSES, ZOLFO COOPER, LAZARD, AND
THE DEBTORS MADE NUMEROUS ASSUMPTIONS WITH RESPECT TO INDUSTRY
PERFORMANCE, BUSINESS AND ECONOMIC CONDITIONS AND OTHER MATTERS.
THE ANALYSES PERFORMED BY THE DEBTORS, LAZARD, ZOLFO COOPER AND
ANY OTHER ADVISOR ARE NOT NECESSARILY INDICATIVE OF ACTUAL VALUES
OR FUTURE RESULTS, WHICH MAY BE SIGNIFICANTLY MORE OR LESS
FAVORABLE THAN SUGGESTED BY SUCH ANALYSES.

(d)  Standards Applicable to Releases.(e)

Article 10.510.6 of the Plan provides for releases of certain claims against non-Debtors in
consideration of services provided to the Estates and valuable compromises made by the
Released Parties.  The non-Debtor released parties are, collectively and individually, (a) the
employees of the Debtors (other than directors and officers) who are employed as of the Petition
Date and do not voluntarily relinquish their positions as of a date prior to the Effective Date
without the consent of the Company (b) the officers and directors of the Debtors who are
employed or serving in such capacity as of the Effective Date, (c) officers and directors of the
Debtors who are employed or serving in such capacity at any time following the Petition Date
and terminated without cause prior to the Effective Date, (d) (i) Barclays Bank PLC, as the First
Lien Agent, and (ii) the First Lien Lenders, (e) (i) Bank of America, N.A., as former Second
Lien Agent, (ii) Wilmington Trust, National Association as successor Second Lien Agent, and
(iii) the Second Lien Lenders, (f) Luxor and its officers, directors, agents, and principals,
including in their capacity as officers and/or directors of the Debtors (to the extent employed as
officers or directors as of the Petition Date), (g) the Convertible Notes Indenture Trustee, (h) the
DIP Agent and DIP Secured Parties, (i) the Committee and its members (solely in their
capacities as such), and (j) Representatives of each of the parties listed in clauses (a) through (j);
provided, however, that Released Parties shall not include Excluded Parties and parties subject to
Non-Released Causes of Action.  As set forth in the Plan, the releases are given by each holder
of a Claim (solely in its capacity as such) that is (i) Unimpaired by the Plan, (ii) have not voted
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to rejectaccept the Plan, or (iii) have voted to reject the Plan but have not checked the box on the
applicable ballot indicating that they opt not to grant the releases provided in the Plan.  The
released claims are limited to those Causes of Action that relate to a Debtor, the Chapter 11
Cases, the Estates, the Plan, the exhibits to the Plan, the Plan Supplement, the Disclosure
Statement, the First Lien Facility, the Second Lien Facility or the Convertible Notes Indenture.

The Debtors believe that the releases set forth in the Plan are appropriate because, among
other things, the releases are narrowly tailored to the Debtors’ restructuring proceedings, and
each of the Released Parties has provided significant value to the Debtors, aided in the
reorganization process, and facilitated the Debtors’ ability to propose and pursue confirmation of
the Plan.  Specifically, in an effort to ensure the Debtors’ reorganization can be completed in a
consensual, expeditious and timely manner and in a way that minimizes the impact of these
Chapter 11 Cases on the Debtors’ businesses, the First Lien Lenders were willing to agree to
substantial compromises to their recoveries in order to facilitate recoveries for more junior
creditors.  Further, as DIP Lenders and Exit Facility Lenders, the vast majority of the First Lien
Lenders and Second Lien Lenders are contributing new money to the Debtors to fund these
Chapter 11 Cases and meet the Debtor’s liquidity needs post-emergence.  In addition, Luxor, as 
the largest unsecured creditor of Holdings, played an integral part in developing the restructuring 
embodied in the RSA. In addition to garnering the concessions from the First and Second Lien 
Lenders to provide unsecured creditors with recoveries under the Plan, Luxor’s participation in 
the negotiation process and support for the RSA provided the Company’s business operations 
with the necessary stability prior to filing the Chapter 11 Cases.  Absent this support, instability 
in the Company’s businesses would have had a significant and detrimental impact on value for 
all of the Debtors’ and the RCS Debtor Affiliates’ constituents.  The Debtors believe that each of
the Released Parties has played an integral role in formulating the Plan and has expended
significant time and resources analyzing and negotiating the issues presented by the Debtors’
prepetition capital structure.  Finally, each of the non-debtor Released Parties will continue to
play a substantial role in formulating, negotiating, and consummating the Plan and in the
transactions contemplated thereunder. Absent the support and participation of the Released
Parties, the Debtors could not have filed for chapter 11 protection with a path to reorganization
and emergence. Accordingly, the Debtors contend that the circumstances of the Chapter 11
Cases satisfy the requirements for such releases.

(e)   Best Interests Test.(f)

With respect to each Impaired Class of Claims and Interests, confirmation of the Plan
requires that each holder of a Claim or Interest either (a) accept the Plan or (b) receive or retain
under the Plan property of a value, as of the Effective Date, that is not less than the value such
holder would receive if the Debtors were liquidated under chapter 7 of the Bankruptcy Code.
See the Liquidation Analysis annexed as Exhibit 2 hereto, which demonstrates that the Plan
satisfies the “best interests” test.

In determining whether this test is satisfied, the first step is to determine the dollar
amount that would be generated from the liquidation of each of the Debtors’ assets and
properties in a chapter 7 liquidation case.  The gross amount of Cash available in such a
liquidation would be the sum of the proceeds from the disposition of such Debtor’s assets and
the Cash held by such Debtor at the time of the commencement of the chapter 7 case.  This gross
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amount would be reduced by the amount of any Allowed Claims secured by such assets, the
costs and expenses of the liquidation, and such additional administrative expenses and priority
claims that may result from the termination of the applicable Debtor’s business and the use of
chapter 7 for the purposes of liquidation.  Any remaining net Cash would be allocated to
creditors and shareholders of the applicable Debtor in strict accordance with the order of priority
of claims contained in section 726 of the Bankruptcy Code.

As further described in Exhibit 2, underlying the Liquidation Analysis are a number of
estimates and assumptions that, although developed and considered reasonable by the Debtors’
management, are inherently subject to significant economic and competitive uncertainties and
contingencies beyond the control of the Debtors and their management.  The Liquidation
Analysis is also based on assumptions with regard to liquidation decisions that are subject to
change and significant economic and competitive uncertainties and contingencies beyond the
control of the Debtors and their management.  Inevitably, some assumptions will not materialize
and unanticipated events and circumstances may affect the results of a chapter 7 liquidation of
the Debtors.  Accordingly, the values reflected might not be realized if the Debtors were, in fact,
to be liquidated under chapter 7.  All holders of Claims that are entitled to vote to accept or
reject the Plan are urged to examine carefully all of the assumptions on which the Liquidation
Analysis is based in connection with their evaluation of the Plan.

The Debtors have determined, as discussed in the Liquidation Analysis attached as
Exhibit 2 hereto, that confirmation of the Plan will provide each holder of Claims and
Interests with a recovery that is not less than it would receive pursuant to a liquidation of
the applicable Debtor under chapter 7 of the Bankruptcy Code.  See the Liquidation
Analysis annexed as Exhibit 2 hereto for a further discussion of how the Plan satisfies the “best
interests” test.

(f)  Classification of Claims and Interests.(g)

The Debtors believe that the Plan meets the classification requirements of the Bankruptcy
Code which require that a plan of reorganization place each claim or interest into a class with
other claims or interests that are “substantially similar.”

 Cramdown.8.5

The Bankruptcy Code contains provisions for confirmation of a plan even if the plan is
not accepted by all Impaired classes, as long as at least one Impaired class of claims has accepted
the Plan.  The “cramdown” provisions of the Bankruptcy Code are set forth in section 1129(b) of
the Bankruptcy Code.  Under the “cramdown” provisions, upon the request of a plan proponent,
the bankruptcy court will confirm a plan despite the lack of acceptance by all Impaired classes if
the bankruptcy court finds that (i) the plan does not discriminate unfairly with respect to each
non-accepting Impaired class, (ii) the plan is fair and equitable with respect to each
non-accepting Impaired class, and (iii) at least one Impaired class has accepted the plan.  These
standards ensure that holders of junior interests cannot retain any interest in the debtor under a
plan that has been rejected by a senior class of Impaired claims or interests unless holders of
such senior Impaired claims or interests are paid in full.
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As used by the Bankruptcy Code, the phrases “discriminate unfairly” and “fair and
equitable” have narrow and specific meanings unique to bankruptcy law.  A plan does not
discriminate unfairly if claims or interests in different classes but with similar priorities and
characteristics receive or retain property of similar value under a plan.  By establishing separate
Classes for the holders of each type of Claim and by treating each holder of a Claim in each
Class identically, the Plan has been structured so as to satisfy the “no unfair discrimination” test
of section 1129(b) of the Bankruptcy Code.

The Bankruptcy Code sets forth different standards for establishing that a plan is “fair
and equitable” with respect to a dissenting class, depending on whether the class is comprised of
secured or unsecured claims or interests.  In general, section 1129(b) of the Bankruptcy Code
permits confirmation, notwithstanding non-acceptance by an Impaired class, if that class and all
junior classes are treated in accordance with the “absolute priority” rule, which requires that the
dissenting class be paid in full before a junior class may receive anything under the plan.  Case
law surrounding section 1129(b) of the Bankruptcy Code requires that no class senior to a
non-accepting Impaired class receives more than payment in full on its claims.  This will not
occur here.  Although the Intercompany Interests are preserved, this is done for administrative
convenience only for the purpose of preserving the Debtors’ corporate structure.

The Debtors intend to seek “cramdown” of the Plan on Classes 7 and 10, which are
deemed to reject the Plan pursuant to section 1126(g) of the Bankruptcy Code by virtue of
receiving no Plan distributions, and against any other Impaired Class which does not accept the
Plan.

Consummation.8.6

On the Effective Date, the Plan will be deemed to be substantially consummated under
sections 1101 and 1127(b) of the Bankruptcy Code.  For a more detailed discussion of the
conditions precedent to Plan consummation and the consequences of the failure to meet such
conditions, see Section 9 of the Plan.

The Plan is to be implemented pursuant to its terms, consistent with the provisions of the
Bankruptcy Code.

ARTICLE IX.

ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF THE PLAN

If the Plan is not consummated, the Debtors believe that much of the success reached by
the parties to the RSA in their negotiations and their long-standing efforts to reach consensual
resolutions could very well be squandered.  Accordingly, if the Plan is not confirmed and
consummated, the alternatives include:

Liquidation under Chapter 7 of the Bankruptcy Code.9.1

The Debtors could be liquidated under chapter 7 of the Bankruptcy Code.  A discussion
of the effect a chapter 7 liquidation would have on the recoveries of the holders of Claims is set
forth in Article VIII of this Disclosure Statement.  The Debtors believe that such a liquidation
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would result in lower aggregate distributions being made to creditors than those provided for in
the Plan, which is demonstrated by the Liquidation Analysis described in Article VIII herein and
attached as Exhibit 2 to this Disclosure Statement.

Alternative Plan(s) of Liquidation or Reorganization.9.2

The Debtors believe that failure to confirm the Plan would lead inevitably to more
expensive and protracted Chapter 11 Cases.  In formulating and developing the Plan, the Debtors
have explored numerous other alternatives and engaged in an extensive negotiating process with
the First Lien Agent, the Second Lien Agent, the Required Consenting Lenders and Luxor.

The Debtors believe that not only does the Plan fairly adjust the rights of various Classes
of Claims, but also that the Plan provides superior recoveries to Classes 2, 3, and 5 over any
alternative capable of rational consideration (such as a chapter 7 liquidation), thus enabling
many stakeholders to maximize their returns.  Rejection of the Plan in favor of some alternative
method of reconciling the Claims and Interests will require, at the very least, an extensive and
time consuming process (including the possibility of protracted and costly litigation) and will not
result in a better recovery for any Class of Claims or Interests.

Further, as noted above, in an effort to ensure a consensual and efficient chapter 11
process that limits damage to the Debtors’ businesses, the Debtors’ secured creditors are making
significant concessions to provide holders of General Unsecured Claims with recoveries to
which  holders of such Claims may not otherwise be entitled  The First Lien Lenders and Second
Lien Lenders may be unwilling to make similar concessions in the context of an alternative
chapter 11 plan, and, further, may be unwilling to provide the Debtors’ with access to
post-chapter 11 financing in the form of the Exit Facility if an alternative plan was proposed.

THE DEBTORS BELIEVE THAT CONFIRMATION OF THE PLAN IS
PREFERABLE TO ANY ALTERNATIVE BECAUSE THE PLAN MAXIMIZES THE
AMOUNT OF DISTRIBUTIONS TO ALL HOLDERS OF CLAIMS AND INTERESTS AND
ANY ALTERNATIVE TO CONFIRMATION OF THE PLAN WILL RESULT IN
SUBSTANTIAL DELAYS IN THE DISTRIBUTION OF ANY RECOVERIES AND
ADDITIONAL ADMINISTRATIVE EXPENSES ASSOCIATED WITH LITIGATION.
THEREFORE, THE DEBTORS RECOMMEND THAT ALL HOLDERS OF IMPAIRED
CLAIMS ENTITLED TO VOTE ON THE PLAN VOTE TO ACCEPT THE PLAN.

ARTICLE X.

SUMMARY OF VOTING PROCEDURES

This Disclosure Statement, including all Exhibits hereto and the related materials
included herewith, is being furnished to the holders of Claims in Classes 2, 3 and 5, which are
the only Classes entitled to vote on the Plan.

All votes to accept or reject the Plan must be cast by using the Ballot enclosed with this
Disclosure Statement.  No other votes will be counted.  Consistent with the provisions of
Bankruptcy Rule 3018, the Debtors have fixed [DATE] as the Voting Record Date.  Ballots must
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be RECEIVED by the Voting Agent no later than [TIME] (Eastern Time) on [DATE], unless the
Debtors, at any time, in their sole discretion, extend such date by oral or written notice to the
Voting Agent, in which event the period during which Ballots will be accepted will terminate at
[TIME] (Eastern Time) on such extended date.  Notwithstanding the foregoing, each holder of a
Claim in Classes 2, 3 and 5 may revoke or amend such holder’s Ballot in the event the Debtors
modify the Allowed amount of such holder’s Claim under the Plan.

Solely for purposes of voting to accept or reject the Plan and not for the purpose of the
allowance of, or distribution on account of, a Claim, each holder of a Claim within a Class of
Claims entitled to vote to accept or reject the Plan will be entitled to vote the amount of such
Claim as set forth on the Schedules or, if such holder has timely filed a proof of claim, the
amount of such Claim as set forth in such proof of claim.

If a Claim is listed on the Schedules as contingent, unliquidated, disputed, undetermined
in amount, or in an amount equal to zero dollars and a proof of claim was not (i) filed by the Bar
Date for the filing of proofs of claim, or (ii) deemed timely filed by an order of the Court prior to
the Voting Deadline, such Claim is disallowed for voting purposes and for purposes of allowance
and distribution pursuant to Bankruptcy Rule 3003(c), unless the Debtors consent in writing.  If a
Claim for which a proof of claim has been timely filed is, by its terms, unknown, undetermined,
contingent, unliquidated, or disputed, or if the Claim is deemed disputed under the Plan, such
Claim is temporarily allowed at $1.00 solely for purposes of satisfying the numerosity
requirement of section 1126(c) of the Bankruptcy Code, and not for purposes of allowance or
distribution.

To the extent any inconsistency exists between the voting procedures summarized above
and the voting procedures set forth in the order approving the Disclosure Statement, the voting
procedures set forth in such order shall control.

ARTICLE XI.

CERTAIN RISK FACTORS TO BE CONSIDERED

HOLDERS OF CLAIMS AGAINST THE DEBTORS SHOULD READ AND
CONSIDER CAREFULLY THE FACTORS SET FORTH BELOW, AS WELL AS THE
OTHER INFORMATION SET FORTH IN THIS DISCLOSURE STATEMENT (AND THE
DOCUMENTS DELIVERED TOGETHER HEREWITH AND/OR INCORPORATED HEREIN
BY REFERENCE), PRIOR TO VOTING TO ACCEPT OR REJECT THE PLAN.  THESE
RISK FACTORS SHOULD NOT, HOWEVER, BE REGARDED AS CONSTITUTING THE
ONLY RISKS INVOLVED IN CONNECTION WITH THE PLAN AND ITS
IMPLEMENTATION.

Certain Bankruptcy Considerations.11.1

 General.(a)

If the Debtors are unable to obtain confirmation of the Plan on a timely basis
because of a challenge to confirmation of the Plan or a failure to satisfy the conditions to
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consummation of the Plan, the probability and the magnitude of the potentially adverse effects
described herein would be increased.

 Failure to Receive Requisite Acceptances.(b)

Classes 2, 32 and 53 are the only Classes that are entitled to vote to accept or
reject the Plan.  If the Requisite Acceptances for at least one Impaired Class are not received, the
Debtors may seek to obtain acceptances to an alternative plan of reorganization, which alternate
plan may not have broad based support, or seek liquidation for one or more of the Debtors.
There can be no assurance that the terms of any such alternative restructuring arrangement or
liquidation would be similar to or as favorable to the Debtors’ creditors as those proposed in the
Plan.  As noted above, the creditor parties to the RSA have committed to vote in favor of the
Plan.  Therefore, absent the termination of the RSA, the Debtors expect to receive the Requisite
Acceptances for the Classes 2 and 3.  In addition, if a liquidation or protracted reorganization
were to occur, further administrative expenses would cause a substantial erosion of the value of
the Debtors’ assets.  Additional Claims may also arise by reason of a liquidation or protracted
reorganization.

 Failure to Confirm the Plan.(c)

Certain parties in interest may file objections to the Plan in an effort to persuade the
Bankruptcy Court that the Debtors have not satisfied the confirmation requirements with respect
to the Plan.  Even if all Classes entitled to vote accept the Plan, the Plan might not be confirmed
by the Bankruptcy Court.  The Debtors believe that the Plan satisfies all of the requirements for
confirmation of a plan under the Bankruptcy Code.  There can be no assurance, however, that the
Bankruptcy Court will also conclude that the requirements for confirmation of the Plan have
been satisfied. If the Bankruptcy Court determines that the requirements for confirmation have
not been satisfied, the Debtors have reserved the right to amend the Plan in such a manner so as
to satisfy the requirements of the Bankruptcy Code.

The Committee has just begun its investigation and analysis of the Plan.  Until the 
Committee has concluded its investigation to its satisfaction, the Committee reserves all of its 
rights and remedies under the Bankruptcy Code, including, but not limited to, the right to object 
to confirmation of the Plan. The Committee could object to confirmation of the Plan based on the 
Plan’s treatment of unsecured creditors or other considerations.

 Failure to Consummate the Plan.(d)

There can be no assurance that even if the Plan is confirmed, the other conditions
to consummation will be satisfied or waived.  Although the Debtors believe that the Effective
Date will occur soon after the Confirmation Date, there can also be no assurance as to the timing
of the Effective Date.  If the conditions precedent to the Effective Date set forth in Section 9 of
the Plan and those described in section 5.26.2 above have not occurred and have not been
waived, the Confirmation Order will be vacated, in which event, no Plan distributions will be
made.  Were this to occur, the Debtors may seek to obtain acceptances to an alternative plan of
reorganization, which alternate plan may not have broad based support, or seek liquidation for
one or more of the Debtors.  There can be no assurance that the terms of any such alternative
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restructuring arrangement or plan would be similar to or as favorable to the Debtors’ creditors as
those proposed in the Plan.  In addition, if a liquidation or protracted reorganization were to
occur, further administrative expenses would cause a substantial erosion of the value of the
Debtors’ assets.  Additional Claims may also arise by reason of a liquidation or protracted
reorganization.

Accordingly, even if the Plan is confirmed by the Bankruptcy Court, there can be 
no assurance that the Plan will ultimately be consummated.

 Termination of the Restructuring Support Agreement.(e)

The RSA contains a number of termination events, upon the occurrence of which
certain parties to the RSA may terminate such agreement. If the RSA is terminated, each of the
parties thereto will be released from their obligations in accordance with the terms of the RSA.
Such termination may result in the loss of support for the Plan, which could adversely affect the
Debtors’ ability to confirm and consummate the Plan.  If, as a result, a liquidation or protracted
reorganization were to occur, further administrative expenses would cause a substantial erosion
of the value of the Debtors’ assets.  Additional Claims may also arise by reason of a liquidation
or protracted reorganization. 

Objections to Classification of Claims.(f)

Section 1122 of the Bankruptcy Code provides that a plan may place a claim or an
interest in a particular class only if such claim or interest is “substantially similar” to the other
claims or interests in such class.  The Debtors believe that the classification of Claims and
Interests under the Plan complies with the requirements set forth in the Bankruptcy Code.
However, there can be no assurance that the Bankruptcy Court will reach the same conclusion.

Actual recoveries may differ materially from the estimated recoveries set forth11.2
in this Disclosure Statement.

The recoveries listed in this Disclosure Statement are estimates based on assumptions
made by the Debtors.  Such recoveries are dependent on a variety of factors, including the
factors described below.

(a)  Allowance of Unsecured Claims May Substantially Dilute the Recovery to 
Holders of Other Unsecured Claims under the Plan.The Debtors currently are in 
the process of reviewing, analyzing and reconciling the scheduled and filed Claims.  
Therisks that (i) the aggregate amount of Claims that will ultimately be Allowed is 
not determinable at present, and the Debtors expect that the claims resolution process 
will not be completed until after the Effective Date.  The projected distributions and 
recoveries set forth in this Disclosure Statement and the Liquidation Analysis are 
based on the Debtors’ estimates of Allowed Claims.  However, there can be no 
assurance that the Debtors’ estimates will prove accurate.  If estimates of the Claims 
are inaccurate, it may materially adversely affect the Reorganized Debtors’ financial 
condition.
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Thus, the estimates set forth in this Disclosure Statement cannot be relied upon by any 
creditor whose Claim is subject to a successful objection.  Any such creditor may not 
receive the estimated Plan distributions set forth herein.

(b)  Litigation Risks.There is, or may be in the future,ultimately Allowed could 
exceed the Debtors’ estimates, and (ii) certain litigation that could result in a material
judgment against the Reorganized Debtors and/or their assets.  Such litigation and 
anyIn the event the aggregate amount of Allowed Claims materially exceeds the 
Debtors’ estimates, the projected distributions and recoveries set forth herein may be 
adversely affected.  Further, any litigation and judgment in connection therewith
could have a material negative effect on the Reorganized Debtors and their respective
values, assets, and future operations.

Risks Relating to the Exit Facility, the New Second Lien Facility and the11.3
Reorganized Holdings Equity Interests

 Variances From Financial Projections.(a)

The Financial Projections included as Exhibit 57 to this Disclosure Statement
reflect numerous assumptions concerning the anticipated future performance of the Reorganized
Debtors, as well as assumptions with respect to the prevailing market, economic and competitive
conditions, which are beyond the control of the Reorganized Debtors and which may not
materialize, particularly given the current difficult economic environment.  These assumptions
may or may not prove accurate.

If the Reorganized Debtors do not achieve the Financial Projections or other 
assumed results, the Reorganized Debtors may lack sufficient liquidity to continue operating as 
planned, which could have an adverse impact on the value of the Reorganized Holdings Equity 
Interests.

Substantial Indebtedness.(b)

Although the Reorganized Debtors will have less indebtedness than the Debtors, 
the Reorganized Debtors will still have substantial indebtedness. On the Effective Date, after 
giving effect to the transactions contemplated by the Plan, certain of the Reorganized Debtors 
will, on a consolidated basis, have approximately $650 million in secured indebtedness under the 
Exit Facility and New Second Lien Facility. The amount of the Reorganized Debtors 
indebtedness could have important consequences because it could affect Reorganized Holdings’ 
ability to satisfy its obligations under the Exit Facility and New Second Lien Facility.

(b)  Obligations Under the Exit Facility and New Second Lien Facility.(c)

The obligations of the Exit Facility Parties under the Exit Facility Credit
Agreement and the New Second Lien Facility Parties under the New Second Lien Credit
Agreement will be secured by a first lien and a second lien, respectively, on substantially all
assets of the Debtors, including (i) accounts, (ii) equipment, goods, inventory, and fixtures, (iii)
documents, instruments, and chattel paper, (iv) letters of credit and letter of credit rights, (v)
securities collateral, (vi) investment property, (vii) intellectual property collateral, (viii) certain
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commercial torts claims, (ix) general intangibles, (x) money and deposit accounts, (xi)
supporting obligations, (xii) books and records relating to the foregoing, (xiii) other personal
property; and (xiv) all proceeds and products of each of the foregoing and all accessions to,
substitutions and replacements for, and rents, profits, and products of, each of the foregoing, any
and all proceeds of any insurance, indemnity, warranty, or guaranty payable from time to time
with respect to any of the foregoing.  The Debtors have also pledged 100% of the equity interests
they hold in each domestic subsidiary to the First Lien Agent and Second Lien Agent.  If the
there is a default under the Exit Facility or New Second Lien Facility, and payment on any
obligation thereunder is accelerated, the lenders under the Exit Facility or New Second Lien
Facility, respectively, would be entitled to exercise the remedies available to a secured lender
under applicable law, including foreclosure on the collateral that is pledged to secure the
indebtedness thereunder, and they would have a claim on the assets securing the obligations
under the Exit Facility and New Second Lien Facility, as applicable.  As a result, the assets of
the Reorganized Debtors would not be available for distribution to any Holder of Reorganized
Holdings Equity Interests.

(c)   Uncertain Trading Value.Restrictive Covenants.(d)

The Exit Facility Credit Agreement and New Second Lien Facility Credit 
Agreement will contain various covenants that may limit the discretion of certain Reorganized 
Debtors’ management by restricting such Reorganized Debtors’ ability to, among other things: 
incur additional indebtedness; incur liens; merge, dissolve, liquidate and/or sell or dispose of all 
or substantially all of their assets; consummate certain asset sales; pay dividends or make certain 
restricted payments; amend material contracts; or enter into certain transactions with affiliates.  
As a result of these covenants, the Reorganized Debtors will be limited in the manner in which 
they conduct business and may be unable to engage in favorable business activities or finance 
future operations or capital needs.

Any failure to comply with the restrictions of the Exit Facility Credit Agreement 
or New Second Lien Facility Credit Agreement or any other subsequent financing agreements 
may result in an event of default. An event of default may allow the creditors to accelerate the 
related debt as well as any other debt to which a cross-acceleration or cross-default provision 
applies. If the Exit Facility or New Second Lien Facility are not repaid when due, the lenders 
thereunder could, subject to the terms of the Exit Facility Credit Agreement or New Second Lien 
Facility Credit Agreement, respectively, seek to foreclose on the collateral that is pledged to 
secure the indebtedness outstanding under such facility

Uncertain Trading Market and Uncertain Value.(e)

The Debtors have no present intention to register the Reorganized Holdings
Equity Interests under the SecuritiesExchange Act, nor to apply to list the Reorganized Holdings
Equity Interests on any national securities exchange.  ThereIt is anticipated that there will be no 
active trading market for the Reorganized Holdings Equity Interests, and there can be no
assurance as to the liquidity of any market that may develop for the Reorganized Holdings 
Equity Interests.  securities.  Any lack of liquidity may adversely affect the price at which 
Reorganized Holdings Equity Interests may be sold, if at all.  Furthermore, holders of 
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Reorganized Holdings Equity Interests may have difficulty selling or obtaining timely and 
accurate quotations with respect to such securities.

The Reorganized Debtors will not be required to file periodic reports with the
SEC or otherwise provide any other financial or other information to the public which may
further impair liquidity and prevent brokers or dealers from publishing quotations.  Furthermore, 
the lack of liquidity may adversely affect the price at which Reorganized Holdings Equity 
Interests may be sold, if at all.

There cannot be any assurances as to the degree of price volatility in any market 
that develops for the Reorganized Holdings Equity Interests. Some holders who receive 
Reorganized Holdings Equity Interests may not elect to hold equity on a long-term basis. Sales 
by future shareholders of a substantial number of shares after the Effective Date could 
significantly reduce the market price of the Reorganized Holdings Equity Interests. Moreover, 
the perception that these shareholders might sell significant amounts of the Reorganized 
Holdings Equity Interests could depress the trading price of the shares for a considerable period. 
Sales of the Reorganized Holdings Equity Interests, and the possibility thereof, could make it 
more difficult for Reorganized Holdings to sell equity, or equity-related securities, in the future 
at a time and price that they consider appropriate. 

The valuation of the Reorganized Debtors is not intended to represent the trading
value of the Reorganized Holdings Equity Interests in public or private markets.  Such trading
value may or may not be consistent with the Valuation Analysis described herein. 

(d)  Restrictions on Transfer.(f)

Holders of Reorganized Holdings Equity Interests who are deemed to be “underwriters” 
as defined in section 1145(b) of the Bankruptcy Code will be restricted in their ability to transfer 
or sell their securities.  These Persons will be permitted to transfer or sell such securities only 
pursuant to (a) “ordinary trading transactions” by a holder that is not an “issuer” within the 
meaning of section 1145(b), (b) an effective registration statement under the Securities Act, or 
(c) following a holding period, the provisions of Rule 144 under the Securities Act, if available, 
or another available exemption from the registration requirements of the Securities Act.  The 
Reorganized Debtors have no current plans to register at a later date, post-emergence, any of 
their securities under the Securities Act or under equivalent state securities laws such that the 
recipients of the Reorganized Holdings Equity Interests would be able to resell their securities 
pursuant to an effective registration statement.  Moreover, the Reorganized Debtors do not 
currently nor in the future intend to make publicly available the information required by Rule 
144, thereby limiting the ability of holders of Reorganized Holdings Equity Interests to avail 
themselves of Rule 144 following the applicable holding period.

In addition to the “Uncertain Trading Market” described above, the Shareholders’
Agreement and/or the New Corporate Governance Documents will contain certain restrictions on
transfers, including with respect to compliance with applicable securities laws, and transfers the
result of which would require the Company to become subject to the reporting requirements of
the Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All certificates for
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shares of Reorganized Holdings Equity Interests will conspicuously bear legends with respect to
the restrictions on transfer in respect thereof.

For additional information regarding restrictions on resale of the Reorganized
Holdings Equity Interests, see Article XII (“Securities Law Matters”) below.

(e)  The Equity Value of Reorganized Holdings May Never Equal or (g)
Exceed the Strike Price Under the New Warrants.

The equity value of Reorganized Holdings may never equal or exceed the strike price
under the New Warrants.

Significant Stockholders.(h)

If holders of a significant number of shares of Reorganized Holdings Equity 
Interests were to act as a group, such holders could be in a position to control the outcome of 
actions requiring stockholders approval and could be in a position to cause a sale of the 
Reorganized Debtors. This concentration of ownership could also facilitate or hinder a 
negotiated change of control of the Reorganized Debtors and, consequently, have an impact upon 
the value of the Reorganized Holdings Equity Interests.

In addition, out of Reorganized Holdings’ seven directors initially appointed to 
the new board as of the Effective Date, three will have been selected by the Required Consenting 
First Lien Lenders and three will have been selected by the Required Consenting Second Lien 
Lenders; provided, however, that one of the members selected by the Required Second Lien 
Lenders shall be subject to the consent of the Required Consenting First Lien Lenders.  Although 
these rights to select board members will not continue after selection of the new board at the 
Effective Date, the Required Consenting First Lien Lenders and the Required Consenting 
Second Lien Lenders are expected to continue to hold a significant amount of Reorganized 
Holdings Equity Interests. Thus, certain holders of Reorganized Holdings Equity Interest may 
have significant influence or control over the operations of Reorganized Holdings and matters 
presented to the shareholders of Reorganized Holdings.

Dividend Policies.(i)

It is expected that the Company’s cash flow will be required to be used in the 
foreseeable future (a) to make payments under the Exit Facility Credit Agreement and New 
Second Lien Facility Credit Agreement, (b) to fund the Reorganized Debtors’ other obligations 
under the Plan, and (c) for working capital and capital expenditure purposes. Accordingly, the 
Reorganized Debtors and Reorganized Holdings Debtor Affiliates do not anticipate paying 
dividends on the Reorganized Holdings Equity Interests in the foreseeable future.

(f)  Future Issuances and Dilution.(j)

In the future, the Company may grant equity securities to its employees,
consultants and directors under certain stock option and incentive plans.  Furthermore, the
Company may issue equity securities in connection with future investments, acquisitions or
capital raising transactions. Such grants or issuances could constitute a substantial portion of the
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then-outstanding common stock, which may result in substantial dilution in ownership of the
Reorganized Holdings Equity Interests, including Reorganized Holdings Equity Interests issued
pursuant to the Plan.

Risks Relating to Tax Consequences of the Plan.11.4

The federal income tax consequences of the Plan are complex and are subject to
significant uncertainties.  In addition, the alternate structures under consideration for
consummating the Plan could have materially different tax consequences to the Debtors or a
creditor.  The Debtors currently do not intend to seek any ruling from the IRS on the tax
consequences of the Plan.  Even if the Debtors decide to request a ruling, there would be no
assurance that the IRS would rule favorably or that any ruling would be issued before the
Effective Date.  In addition, in such case, there would still be issues with significant
uncertainties, which would not be the subject of any ruling request.  Thus, there can be no
assurance that the IRS will not challenge the various positions the Debtors have taken, or
intend to take, with respect to the tax treatment in the Plan, or that a court would not
sustain such a challenge.

For additional information regarding the federal income tax consequences of the
Plan, see Article XIII (“Certain United States Federal Income Tax Consequences of the Plan”),
below.

Risks Associated with the Business.11.5

 General Business Risks.(a)

The Debtors’ business is subject to a variety of business risks.  The Debtors
compete with many others in the market for investment services which may result in lower prices
for their services, reduced operating margins and an inability to maintain or increase their market
share.

 Growth of the Business and Customer Retention.(b)

The Company’s ability to remain competitive and sustain and grow
profitable operations is dependent on the willingness of both existing and new customers to use
the Company’s investment services.  Many of the Company’s existing customer relationships are
terminable at will, as customers are free to move their customers’ accounts to competing
broker-dealers on short notice.  Although the Company’s core retail investment services
businesses are conducted by BDs and RIAs that will not be debtors in chapter 11 cases, their
mere association with the Debtors carries significant risks, as customers may be reluctant to
maintain securities business with subsidiaries of bankrupt entities or entities emerging from
bankruptcy.  If a significant number of customers were to terminate or materially change their
relationships with the Company, or if the Company cannot attract new customers, the Debtors
could have significantly decreased revenue, which would harm their business, operating results
and financial condition.

 Independent Financial Advisors.(c)

124

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 129 of 170



The Company’s investment services are provided through a network of
independent financial advisors, most of which are independent contractors.  The independent
financial advisors maintain customer relationships and have unique expertise in meeting the
needs of their customers.   The Company’s operations and future success are dependent upon the
retention of a substantial portion of its network of independent financial advisors.  Although the
Company intends to implement the Retention Program, there is a significant risk of attrition of
many independent financial advisors, as such advisors may be concerned that their customers
will be reluctant to do business with an advisor associated with a bankrupt entity or an entity
emerging from bankruptcy.  In addition, a number of high-producing independent financial
advisors are entitled to deferred compensation payments.  In the event that these payments are
not made, there is an increased risk of attrition of those advisors.  If a significant number of 
investment advisors, or certain high-producing advisors, were to terminate their relationships 
with the Company, the Debtors could have significantly decreased revenue, which would harm 
their business, operating results and financial condition.

The market for experienced and productive financial advisors is also highly 
competitive, and significant resources must be devoted to attracting and retaining the most 
qualified financial advisors. If the Company is not successful in retaining highly qualified 
financial advisors, it may not be able to retain their clients or recover the expense associated with 
attracting and training financial advisors. It also may be unable to recruit suitable replacements. 
A loss of a materially large group of financial advisors (measured based on either number of 
financial advisors or assets under administration) could have a material adverse effect on the 
Company’s results of operations.  It is also a condition precedent to the effectiveness of the Exit 
Facility and the New Second Lien Facility that financial advisor attrition not exceed a specified 
level.

 Key Employees.(d)

The Company’s operations and future success are also dependent upon the
expertise of certain key employees.  The professionals and senior marketing personnel of the 
Company’s operating subsidiaries have direct contact with clients, financial advisors and retail 
broker-dealers, and with other key individuals, and the loss of these personnel could jeopardize 
those relationships and result in the loss of managed accounts. If the Company loses the services 
of any key personnel, it may not be able to manage and grow its operations effectively, or enter 
new markets.  The loss of services of any of these individuals for any reason or inability to
attract suitable replacements would have a material adverse effect on the financial condition of
the Debtors’Company’s business and operations.

Potential Damage to Reputation.(e)

The Company’s ability to attract and retain clients, investors, employees and 
financial advisors is highly dependent upon external perceptions of the Company and its 
businesses. Damage to the Company’s reputation could cause significant harm to its business 
and prospects and may arise from numerous sources, including litigation or regulatory actions, 
failing to deliver acceptable standards of service and quality, compliance failures, any perceived 
or actual weakness in the Company’s financial strength or liquidity, unethical behavior and the 
misconduct of the Company’s employees, executive officers, financial advisors, sponsors of 

125

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 130 of 170



financial products the Company offers or distributes and other third parties the Company relies 
on or partners with to conduct its businesses. Negative perceptions or publicity regarding these 
matters could damage the Company’s reputation among existing and potential clients, investors, 
employees and financial advisors. Adverse developments with respect to the Company’s industry 
may also, by association, negatively impact the Company’s reputation or result in greater 
regulatory or legislative scrutiny or litigation against the Company.

Ability to Attract Qualified Professionals.(f)

The Company depends on the skills and expertise of qualified professionals. As 
discussed above, the Company’s success depends on its ability to retain existing professionals. 
The Company also anticipates that it will be necessary to hire additional professionals. 
Competition for employees with the requisite qualifications is intense and the Company may not 
be successful in its efforts to recruit the required personnel. The Company’s ability to attract 
such personnel will depend heavily on the amount of compensation it can offer. Compensation 
levels in the securities industry are highly competitive. Consequently, the Company’s 
profitability could decline as it competes for personnel. An inability to recruit qualified 
personnel could affect the Company’s ability to provide appropriate levels of service to clients 
and hinder its ability to attract new clients, each of which could have a material adverse effect on 
the Company’s business.

Risks Associated with the Securities Industry.(g)

The Company is subject to uncertainties that are common in the securities 
industry. These uncertainties include but are not limited to:

• the volatility of domestic and international financial, bond and stock markets;

• extensive governmental and industry regulation;

• litigation;

• exposure to significant legal liability;

• intense competition;

• substantial fluctuations in the volume and price level of securities; and

• dependence on the solvency of various third parties.

As a result, revenues and earnings may vary significantly from quarter to quarter 
and from year to year. In periods of low volume, profitability is impaired, because certain 
expenses remain relatively fixed. In the event of a market downturn, the Company’s business 
could be adversely affected in many ways. The Company’s revenues are likely to decline in such 
circumstances and, if the Company is unable to reduce expenses at the same pace, its profit 
margins would erode.

Volatility in Financial Markets.(h)
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The Company’s business is materially affected by conditions in the financial 
markets and economic conditions generally, both in the United States and elsewhere around the 
world. Many factors or events could lead to a breakdown or deterioration in the financial markets 
including war, terrorism, political uncertainty, natural catastrophes and other types of disasters, 
rising interest rates, the rate of inflation, currency exchange rates, changes in the regulatory 
environment or other factors or events. These types of events could cause people to begin to lose 
confidence in the financial markets and their ability to function effectively. If the financial 
markets are unable to effectively prepare for these types of events and ease public concern over 
their ability to function, the Company’s revenues are likely to decline and its operations are 
likely to be adversely affected. Difficult market and economic conditions, the level and volatility 
of interest rates, investor sentiment and political events have in the past adversely affected and 
may in the future adversely affect the Company’s business and profitability in many ways.

A downturn in market conditions could lead to a decline in the volume of 
transactions that the Company’s financial advisors execute on behalf of their clients and, 
therefore, to a decline in the revenues the Company receives from commissions and spreads. 
Lower securities price levels may also result in a reduced volume of transactions and lower 
levels of assets under management and assets under administration, any of which could 
adversely affect the Company’s business and profitability.

Competition from Other Financial Firms.(i)

The Company competes directly with national and regional full-service 
broker-dealers and a broad range of other financial services firms, including banks, asset 
management companies, investment advisers, insurance companies and brokerage and 
investment banking firms. Competition has increased as smaller securities firms have either 
ceased doing business or have been acquired by or merged into other firms. Mergers and 
acquisitions have increased competition from these firms, many of which have significantly 
greater financial, technical, marketing and other resources than the Company does. Many of 
these firms offer their clients more products and services than the Company does. These 
competitors may be able to respond more quickly to new or changing opportunities, technologies 
and client requirements. These competitors may have lower costs or provide more services, and 
they may offer their clients more favorable commissions, fees or other terms than those offered 
by the Company.

Exposure to Legal Liability.(j)

The Company faces significant legal risks in connection with its businesses and, 
in recent years, the volume of claims and amount of damages sought in litigation and regulatory 
proceedings against financial services businesses have been increasing. The Company faces 
potential liability under securities and other laws resulting from, among other things, alleged and 
actual errors and omissions, breach of fiduciary or other duties owed to clients, misconduct in 
effecting securities transactions, rendering investment advice or placing insurance, and criminal 
misconduct.

Bases for such legal liability could include, but are not limited to:
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• recommending transactions that are not suitable for the client or in the client’s best 
interests;

• engaging in unauthorized or excessive trading to the detriment of clients;

• engaging in “reverse churning” by placing clients who trade infrequently in 
fee-based rather than commission-based accounts;

• engaging in fraudulent or otherwise improper activity;

• binding the Company to transactions that exceed authorized limits;

• hiding unauthorized or unsuccessful activities, resulting in unknown and 
unmanaged risks or losses;

• theft, bribery or other criminal activities, improperly using or disclosing 
confidential information;

• failure, whether negligent or intentional, to effect securities transactions on behalf 
of clients;

• failure to perform reasonable diligence on a security, product or strategy; failure to 
supervise a financial advisor: failure to provide insurance earners with complete 
and accurate information; or otherwise not complying with regulatory requirements 
or control procedures.

It is not always possible to deter employee misconduct, and the precautions the 
Company takes to detect and prevent this activity may not be effective in all cases. If the 
Company’s employees engage in misconduct, its ability to attract and retain clients could be 
impaired and subjecting the Company to significant legal liability and reputational harm.

There can be no assurance that indemnities and other provisions to limit the 
Company’s exposure to legal claims relating to the Company’s services will protect the 
Company or be enforceable in all cases. As a result, the Company may incur significant legal 
and other expenses in defending against litigation and may be required to pay substantial 
damages for settlements and adverse judgments.

Substantial legal liability or significant regulatory action against any of the 
Company’s businesses could harm the Company’s results of operations or its reputation, which 
could adversely affect the Company’s business and prospects.

Security Breaches.(k)

The Company’s businesses involve the storage and transmission of its clients’ and 
financial advisors’ clients proprietary information. The secure storage and transmission of 
confidential information over public networks is a critical element of the Company’s operations. 
Cyber-attacks on the Company’s systems or the systems of its financial advisors or third-party 
service providers could expose the Company to a risk of misappropriation of this information, 
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leading to litigation and possible liability. If the Company’s security measures are breached as a 
result of third-party action, employee error, malfeasance or otherwise, and, as a result, someone 
obtains unauthorized access to confidential information, the Company’s reputation could be 
damaged, its business may suffer and it could incur significant liability. Any such breach could 
compromise the Company’s networks and the information stored there could be accessed, 
publicly disclosed, lost or stolen. Because techniques used to obtain unauthorized access or to 
sabotage computer systems change frequently and generally are not recognized until launched 
against a target, the Company may be unable to anticipate these techniques or to implement 
adequate preventive measures.

A cyber-attack or security breach on the Company’s system or that of a financial 
advisor or a third-party service provider could manifest in different ways and could lead to any 
number of harmful consequences, including but not limited to:

• misappropriation of financial assets, intellectual property or sensitive information 
belonging to us, the Company’s clients or financial advisors, the financial advisors’ 
clients, or the Company’s third-party service providers;

• corruption of data or causing operational disruption through computer viruses or 
phishing; and

• denial of service attacks to prevent users from accessing the Company’s platform.

The Company’s remediation costs and lost revenues could be significant if it falls 
victim to a cyber-attack. The Company may be required to expend significant resources to repair 
system damage, protect against the threat of future security breaches or to alleviate problems, 
including reputational harm, loss of clients and revenues and litigation, caused by any breaches. 
Security breaches could also result in and could subject the Company to significant liability or 
loss that may not be covered by insurance, actions by regulators, damage to the Company’s 
reputation, or a loss of confidence in the Company’s security measures, which could harm the 
Company’s business. The Company also may be found liable for any stolen assets or 
misappropriated confidential information. Although the Company intends to continue to 
implement industry-standard security measures, there can be no assurance that those measures 
will be sufficient.

Decrease in Assets Under Management or Administration.(l)

The results of operations of the Retail Advice Business depend on level of assets 
under management and administration. Assets under management and assets under 
administration balances are impacted by both the flow of client assets in and out of accounts and 
changes in market values. Poor investment performance by financial products and financial 
advisors could result in reduced levels of assets under management or administration or a loss of 
managed accounts and could result in reputational damage that could make it more difficult to 
attract new investors.  If the Company’s Independent Retail Advice business experiences a 
reduction in assets under administration or assets under management, its revenues may decline.

Competition for Clients.(m)
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Poor service by the Company’s financial advisors, or poor performance of 
financial products offered by such financial advisors, could result in the loss of managed 
accounts. In addition, the Company must monitor the pricing of services and financial products 
offered in relation to competitors and periodically may need to adjust commission and fee 
schedules to remain competitive. Competitive pressures on the pricing of services or products 
can cause clients to shift their accounts and investments to a different financial advisor or 
financial product. The development and increased adoption of alternatives to the services 
provided by financial advisors, such as automated or computerized wealth management services 
that provide asset allocation strategies and other financial advice, could also exert competitive 
pricing pressure on the Company and affect the demand for the services provided by its financial 
advisors. If the Company experiences losses of managed accounts for any reason, or fails to 
attract new ones, its revenues would decline.

Relationships with Sponsors of Financial Products.(n)

The Company has relationships with most of the leading industry sponsors of 
financial and insurance products pursuant to selling agreements, including strategic partnership 
arrangements that may be terminated upon notice. These relationships are driven by many 
factors, such as the Company’s ability to facilitate sufficient sales volume through the its 
distribution networks, and can be damaged for many reasons.

Any loss or damages to a relationship with a product sponsor for any reason, 
resulting in termination of a selling agreement or otherwise, could adversely affect the Company.

Maintenance of Technologies.(o)

Highly specialized and, in many cases, proprietary technologies are required to 
support certain of the Company’s essential operational functions, including portfolio 
management, client service, accounting and internal financial processes and controls, and 
regulatory compliance and reporting. These technology platforms also are necessary to enable 
the Company to serve the needs of, and attract, financial advisors and enable them to serve the 
needs of their clients. Moreover, the effective use of technology increases efficiency and should 
enable the Company to reduce costs. There can be no assurance that the Company will be able to 
effectively adopt or develop new or adapt existing technologies to meet client, industry and 
regulatory demands made upon the Company, and any failure to do so could materially and 
adversely affect the Company’s results of operations.

Moreover, the Company might be required to make significant capital 
expenditures to maintain competitive technology and retain skilled information technology 
employees, although there can also be no assurance that the Company will retain such skilled 
information technology employees or that its investments in staff and technology will 
successfully meet the needs of financial advisors and their clients. Additionally, if the emergence 
of new industry standards and practices render the Company’s existing systems obsolete or 
uncompetitive, any upgrades or expansions may also require significant expenditures of funds 
and may also cause the Company to suffer system degradations, outages and failures. If the 
Company’s technology systems were to fail and it was unable to recover in a timely way, the 
Company might be unable to fulfill critical business functions, which could lead to a loss of 
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financial advisors and their clients and could harm the Company’s business reputation. A 
technological breakdown could also interfere with the Company’s ability to comply with 
financial reporting and other regulatory requirements, exposing the Company to disciplinary 
action and to liability to financial advisors and their clients.

There can be no assurance that the Company will be able to establish or maintain 
a competitive advantage based on its technology.

Independent Contractor Status of Financial Advisors.(p)

The Company relies on the treatment of financial advisors as independent 
contractors. Financial advisors operate from their own offices and are responsible in large part 
for the costs and expenses involved in their operations. A determination that the financial 
advisors are not independent contractors or the enactment of any legislation that would affect the 
eligibility requirements for independent contractor status could have a significant effect on the 
Company’s business model and lead to additional costs and expenses, which could have a 
material adverse effect on the Company’s results of operations.

Dependence on Pershing LLC.(q)

A majority of the Company’s financial advisors rely on Pershing LLC to provide 
clearing services, as well as other operational and support functions that they cannot provide 
internally, pursuant to an agreement the Company entered into with Pershing LLC in September 
2014. If this agreement were terminated, there can be no assurance that the functions previously 
provided could be replaced on comparable economic terms and, depending on the circumstances, 
the Company could be required to pay a termination fee to Pershing LLC, which could be 
substantial. The Company also has agreements with other third-party clearing brokers which 
provide similar clearance and custody services. Furthermore, in accordance with industry 
practice, these agreements require the Company’s broker-dealer subsidiaries acting as 
introducing brokers to indemnify Pershing LLC and other third-party clearing brokers against 
losses from unsettled securities transactions by customers. Because the Company is liable to the 
extent of the net losses on any unsettled trades, it is required to post a clearing deposit with 
Pershing LLC and other third-party clearing brokers. However, there can be no assurance that 
the amount of any indemnified loss would not exceed the amount of any clearing deposit. 
Furthermore, in periods of extreme market volatility, it is possible that there could be an increase 
in the number of unsettled trades, which could cause the loss of any clearing deposit as well as 
additional amounts.

Broker-Dealer Regulations.(r)

Broker-dealer and other financial services firms are subject to extensive 
regulatory requirements under federal and state laws and regulations and self-regulatory 
organization (“SRO”) rules. The Company’s broker-dealer subsidiaries are registered with the 
SEC as broker-dealers under the Exchange Act and in the states in which they conduct securities 
business and are members of FINRA and other SROs. Some of the Company’s broker-dealers 
also conduct business involving commodities, futures and/or insurance, in which case they may 
also be registered or licensed with or members of the Commodity Futures Trading Commission 
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(the “CFTC”), the National Futures Association (the “NFA”), and/or state insurance regulatory 
authorities. The Company’s broker-dealer subsidiaries are subject to regulation, examination and 
disciplinary action by the SEC, FINRA and state securities regulators, as well as other 
governmental authorities and SROs with which they are registered or licensed or of which they 
are members.

The regulations applicable to broker-dealers cover all aspects of the securities 
business, including, among other things, sales practices, fee arrangements, disclosures to clients, 
capital adequacy, use and safekeeping of clients’ funds and securities, recordkeeping and 
reporting and the qualification and conduct of officers, employees and independent contractors. 
As part of this regulatory scheme, broker-dealers are subject to regular and special examinations 
by the SEC and FINRA intended to determine their compliance with securities laws, regulations 
and rules. Following an examination’s conclusion, a broker-dealer may receive a deficiency 
letter identifying potential compliance or supervisory weaknesses or rule violations which the 
firm must address.

The SEC, FINRA and other governmental authorities and SROs may bring 
enforcement proceedings against firms and place other limitations on firms subject to their 
jurisdiction, as well as their officers, directors, employees and independent contractors, whether 
arising out of an examination or otherwise, for violations of the securities laws, regulations and 
rules. Sanctions can include cease-and-desist orders, censures, tines, civil monetary penalties and 
disgorgement, limitations on a firm’s business activities, suspension, revocation of FINRA 
membership or even expulsion of the firm from the securities industry. Criminal actions are 
referred to the appropriate criminal law enforcement agency. Any such proceeding against one of 
the Company’s broker-dealers, or any of their associated persons could harm the Company’s 
reputation, cause the Company to lose clients or fail to gain new clients and adversely affect the 
Company’s results of operations and financial condition.

Financial services firms are subject to numerous conflicts of interest or perceived 
conflicts of interest. The SEC, FINRA, DOI, and other governmental authorities and SROs have 
increased their scrutiny of potential conflicts of interest. The Company has adopted, and 
regularly reviews and updates, policies, procedures and controls designed to address or limit 
actual or perceived conflicts, but there can be no assurance of the effectiveness of these 
protocols. Addressing conflicts of interest adequately is complex and difficult and the 
Company’s reputation could be damaged if it fails, or appears to fail, to identify and successfully 
manage these conflicts of interest. The development and implementation of policies, procedures 
and controls to address or limit actual or perceived conflicts may also result in increased costs. 
Failure to identify and successfully manage conflicts of interest procedures could subject the 
Company to disciplinary sanctions or litigation or could harm its reputation.

Financial services firms are also subject to rules and regulations relating to the 
prevention and detection of money laundering. The USA PATRIOT Act of 2001 (the “PATRIOT 
Act”) mandates that financial institutions, including broker-dealers and investment advisers, 
establish and implement anti-money laundering (“AML”) programs reasonably designed to 
achieve compliance with the Bank Secrecy Act of 1970 and the rules thereunder.  Financial 
services firms must maintain AML policies, procedures and controls, designate an AML 
compliance officer to oversee the firm’s AML program, implement appropriate employee 
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training and provide for annual independent testing of the program.  The Company has 
established AML programs but there can be no assurance of the effectiveness of these programs. 
Failure to comply with AML requirements could subject the Company to disciplinary sanctions 
and other penalties.

Financial services firms must also comply with applicable privacy and data 
protection laws and regulations, including SEC Regulation S-P and applicable provisions of the 
1999 Gramm-Leach-Bliley Act, the Fair Credit Reporting Act of 1970 and the 2003 Fair and 
Accurate Credit Transactions Act. Any violations of laws and regulations relating to the 
safeguarding of private information could subject the Company to fines and penalties, as well as 
to civil action by affected parties.

The Company’s ability to comply with applicable laws, rules and regulations is 
largely dependent on the Company’s establishment and maintenance of compliance, supervision, 
recordkeeping and reporting and audit systems and procedures, as well as the Company’s ability 
to attract and retain qualified compliance, audit and risk management personnel. While the 
Company has adopted policies and procedures it believes are reasonably designed to comply 
with applicable laws, rules and regulations, these systems and procedures may not be fully 
effective, and there can be no assurance that regulators or third parties will not raise material 
issues with respect to the Company’s past or future compliance with applicable regulations.

Investment Advisor Regulation.(s)

Investment advisers are also subject to extensive regulation. Depending on factors such 
as assets under management and geographic location, investment advisers are primarily 
regulated by the SEC or state securities regulators. The SEC oversees the activities of its 
registered investment advisers under the Investment Advisers Act of 1940 (the “Advisers Act”). 
State-registered advisers are regulated by the applicable state regulatory authority. Certain of the 
Company’s entities are registered as investment advisers either with the SEC or state securities 
regulators, and they and their associated persons are subject to the requirements of the Advisers 
Act and state securities laws, as applicable, including examination and enforcement authority. 
Those investment advisers are subject to laws and regulations related to, among other things, 
fiduciary duties to clients, performance fees, maintaining an effective compliance program, 
solicitation arrangements, conflicts of interest, advertising, limitations on agency cross and 
principal transactions between the adviser and advisory clients, recordkeeping and reporting 
requirements, disclosure requirements and general anti-fraud provisions.

Failure to comply with the Advisers Act or other federal and state regulations could lead 
to regulatory investigations and enforcement proceedings which could result in monetary 
penalties, cease and desist orders or even termination of an adviser’s registration. Criminal 
actions are referred to the appropriate criminal law enforcement agency. Any such proceedings 
against one of the Company’s investment advisers, or any of their associated persons could harm 
the Company’s reputation, cause it to lose clients or fail to gain new clients and adversely affect 
the Company’s results of operations and financial condition.

Additionally, the Company’s investment adviser entities have fiduciary obligations that 
require their financial advisors to act in the best interests of their retail clients. The Company’s 
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investment adviser entities and/or their financial advisors may face liability for actual or alleged 
breaches of duties owed to their clients including their fiduciary duty, the suitability of the 
financial products they recommend, the investment advice they provide and the adequacy of 
disclosure, including with respect to conflicts of interest, among other things.

Regulatory Investigations.(t)

Certain of the Company’s broker-dealer and investment adviser subsidiaries and/or their 
financial advisors are subject to civil investigations or proceedings.

For example, during March 2014, a broker-dealer subsidiary of ICH Holdings entered 
into a Letter of Acceptance, Waiver, and Consent with FINRA. Without admitting or denying the 
findings, the broker-dealer subsidiary of ICH Holdings accepted and consented to FINRA’s 
findings that: (i) from about June 2009 through April 2011, the broker-dealer subsidiary of ICH 
failed to provide prospectuses to customers who purchased exchange-traded funds (“ETFs”), (ii) 
the broker-dealer subsidiary of ICH Holdings tailed to establish, maintain and enforce an 
adequate supervisory system, including WSPs, concerning the sale of ETFs and its obligations to 
provide ETF prospectuses to customers, and (iii) by reason of the foregoing, the broker-dealer 
subsidiary of ICH acted in contravention of Section 5(b)(2) of the Securities Act and thereby 
violated FINRA Rule 2010, and also violated NASD Conduct Rule 3010. The broker-dealer 
subsidiary of ICH also consented to a censure and a $100,000 fine.

Such proceedings can require the expenditure of significant resources. Predicting the 
outcome of such matters is inherently difficult, particularly when investigations are at an early 
stage. While the Company maintains insurance designed to lessen the cost of defending and/or 
settling covered matters (including certain regulatory actions) and paying fines which may be 
imposed, such insurance policies have limitations and deductibles, do not cover all matters and 
do not fully insulate the Company’s businesses from the costs and other adverse consequences of 
covered matters. There can be no assurance that the findings of a governmental authority or SRO 
will not result in disciplinary action against the Company’s broker-dealer or investment adviser 
subsidiaries and/or their officers, directors, employees and independent contractors, including 
fines, censures, limitations on activities or other civil or criminal sanctions. Any such 
disciplinary action could cause reputational harm and adversely affect the Company’s results and 
financial condition.

Retail Regulation.(u)

The Independent Retail Advice business is a highly regulated business in which the 
Company had not been engaged prior to April 2014. This business involves servicing retail 
clients through networks of financial advisors that operate through multiple separate branch 
offices. The Company is responsible for the conduct of a network of independent retail firms, 
including the management and supervision of branch office operations and the supervision of 
retail activities. The Company’s broker-dealer subsidiaries and investment adviser subsidiaries 
and their officers, directors, employees and independent contractors, have significant obligations 
to their clients and are subject to laws, regulations and rules, governmental authorities and SROs 
to which the Company had not previously been subject.  Engaging in this business has increased 
the Company’s exposure to claims, litigation and regulatory proceedings resulting from, among 
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other things, alleged and actual errors and omissions, breaches of fiduciary or other duties owed 
to clients, misconduct in effecting securities transactions, rendering investment advice or placing 
insurance, and criminal misconduct.

Net Capital Requirements.(v)

The SEC’s uniform net capital rule requires each of the Company’s broker-dealer 
subsidiaries to maintain a specified minimum amount of net capital at all times. The net capital 
rule focuses on liquidity and is designed to protect securities customers, counterparties and 
creditors by requiring that broker-dealers have sufficient liquid resources on hand at all times to 
satisfy claims promptly. The rule also limits the ability of broker-dealers to pay dividends, make 
payments on certain indebtedness, such as subordinated debt, or make unsecured loans to related 
persons if any such payment would reduce the firm’s net capital below a specified threshold. 
Broker-dealers are expected to be able to demonstrate moment-to-moment compliance with the 
net capital rule. In addition to the minimum net capital requirements, the SEC and FINRA have 
established early warning levels of capital that exceed a broker dealer’s minimum capital 
requirement. A broker-dealer whose capital falls below the early warning level must notify the 
SEC and FINRA. If the broker-dealer’s net capital falls below its minimum net capital 
requirement, the SEC or FINRA can require the firm to cease operations. The Company’s 
broker-dealer subsidiaries may not be able to maintain adequate levels of net capital, or their net 
capital may fall below the requirements established by the SEC and FINRA, which may subject 
them to disciplinary action in the form of fines, suspension or expulsion. Even in circumstances 
where a broker-dealer does not violate its applicable early warning level or minimum net capital 
requirements, if there is an unusually large charge against one of the Company’s broker-dealer 
subsidiary’s net capital, operations that are capital intensive may be limited. A large operating 
loss or other charge against net capital could limit the affected broker-dealer subsidiary’s ability 
to expand or even maintain its present levels of business, which could adversely affect the 
Company’s results of operations and financial condition. The Company may not be able to 
predict the amount of regulatory capital its broker-dealer subsidiaries may require and there can 
be no assurances that the sources of funding it has in place to manage their regulatory capital 
requirements will always be sufficient.

Fiduciary Risks.(w)

Fiduciary risk is the potential for financial or reputational loss-through breach of 
fiduciary duties to a client. The Company’s investment adviser subsidiaries and their financial 
advisors have a fiduciary duty to act in the best interests of their retail clients when providing 
personalized investment advice. As a result of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act of 2010 (the “Dodd-Frank Act”), a fiduciary standard may also be 
imposed on broker-dealers when they provide personalized advice to retail investors. Also, 
certain of the Company’s subsidiaries are subject to the Employee Retirement Income Security 
Act (“ERISA”) and Section 4975 of the Tax Code, and to regulations promulgated thereunder. 
ERISA and applicable provisions of the Code impose duties on persons who are considered 
fiduciaries with respect to benefit plan clients. ERISA and applicable provisions of the Tax Code 
also prohibit specified transactions involving benefit plan clients, including, with respect to 
ERISA, employee benefit plans and, with respect to the Tax Code, individual retirement 
accounts and Keogh plans, and impose monetary penalties, including excise taxes, for violations 
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of these duties and restrictions. The Department of Labor (the “DOL”) is considering 
re-proposal of a regulation under ERISA that would expand the scope of those who become 
fiduciaries to capture more of the current services of 401(k) and IRA providers. Any failure to 
comply with current or expanded fiduciary duties could result in significant liabilities, and 
potentially limit or restrict the ability of the Company’s subsidiaries to act as fiduciaries for any 
plans.

12b-1 Fees.(x)

“12b-1” fees are fees paid by a mutual fund out of fund assets (thus, indirectly by 
investors) to cover distribution expenses and shareholder servicing expenses. 12b-1 fees get their 
name from the SEC rule that authorizes a fund to pay them. During the year ended December 31, 
2014, the Company received $250.0 million in 12b-1 fees. In 2010, the SEC proposed new rules 
and disclosure requirements that, if adopted, would significantly change the existing regulatory 
framework governing distribution and servicing fees, and ongoing sales charges. The proposal 
could have significant implications for the mutual fund industry, including broker-dealers and 
investment advisers that sell mutual fund shares. If adopted, the new rules could result in the 
Company’s broker-dealer subsidiaries receiving reduced 12b-1 fees, which could negatively 
impact the Company’s revenues and earnings and have an adverse effect on its business. The 
DOL has also proposed changes that would eliminate third-party incentive payments, such as 
12b-1 and other revenue sharing fees on mutual funds held in IRA accounts. If adopted, the 
proposal would also adversely affect the Company’s results of operations and financial 
condition.

Changes in Regulations.(y)

The financial services industry is subject to extensive and frequently changing regulatory 
requirements under federal and state laws and regulations and SRO rules. Such regulation 
continues to grow more extensive and complex, and regulatory proceedings continue to become 
more frequent and sanctions more severe. The SEC, FINRA, the Municipal Securities 
Rulemaking Board (“MSRB”), national securities exchanges and other governmental authorities 
and SROs continue to propose new regulatory initiatives which may result in the adoption of 
new or revised regulations, as well as changes to interpretations of existing regulations. The 
Company may be adversely affected by new regulations, changes in regulatory interpretations, or 
more rigorous enforcement of applicable regulations, any of which could limit the Company’s 
business activities, increase its costs, adversely affect its results of operations and financial 
condition and harm its reputation.

Regulatory changes that may have an adverse impact on the Company’s business include 
potential new regulations resulting from the Dodd-Frank Act. These may include the 
development of alternative standards of conduct for broker-dealers and investment advisers 
when providing personalized investment advice about securities to retail investors, including the 
imposition of a fiduciary standard on broker-dealers. The SEC is also considering the potential 
harmonization of certain other aspects of the regulation of broker-dealers and investment 
advisers.
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Additionally, in April 2015 the DOL proposed regulations under ERISA to expand the 
scope of those who become fiduciaries to capture more of the current services of 401(k) and IRA 
providers and, among other things, could affect the Company’s advisors’ ability to receive 
certain fees or commissions from investments in such retirement plans, unless an exemption is 
available. Among other things, the DOL proposed regulations would prohibit certain forms of 
compensation (such as commissions) to be paid in connection with recommendations as to 
certain types of investments currently distributed by the Company to 401(k) and IRA plans, 
including non-traded REITs and other illiquid investments.  The public hearings and the 
comment periods with respect to the proposed regulations have been completed.  Accordingly, 
there may be modifications before the final regulations, which are expected in the near future, 
are adopted.  The adoption of any such SEC or DOL regulations could require changes to certain 
business practices and require the Company to invest significant management attention and 
resources to evaluate and make necessary changes, which could impact its business and financial 
results. Additionally, the SEC has approved amendments to the FINRA and NASD rules that 
address values of certain direct investment programs referred to as direct participation programs 
(“DPPs”) and unlisted REIT securities. The amendments, which will become effective in 2016, 
modify the requirements for inclusion of per share estimated values of DPP and REIT securities 
in customer account statements and make corresponding changes to the requirements applicable 
to participation by broker-dealers in public offerings of DPP and REIT securities. These rule 
amendments may result in changes to the values of DPP and REIT securities which appear on 
customer account statements. If investors or financial advisors react negatively to the new 
disclosure regime, the demand for these products could he reduced, which could harm the 
Company’s results of operations.

Risks Related to the Creditor Trust11.6

 Control Over the Creditor Trust.(a)

The Creditor Trust will be managed by the Creditor Trust Administrator under the
direction of the Creditor Trust Board.  The Creditor Trust Administrator and the members of the
Creditor Trust Board will be appointed initially as provided under the Plan and thereafter may be
removed and replaced, and any vacancies may be filled, in accordance with the Creditor Trust
Agreement, which will generally pose the authority for these purposes in the Creditor Trust
Board.  Holders of Trust Units will not have any voting rights under the Creditor Trust
Agreement.  In particular, the holders of Trust Units will have no power to remove and/or
replace the Creditor Trust Administrator or members of the Creditor Trust Board, even if a
majority of the holders of Trust Units would otherwise wish to do so.

Information with Respect to the Creditor Trust.(b)

The Trust Units will not be registered with the Securities and Exchange Commission, and
the Creditor Trust will have no obligation to file public reports with the Commission.  Also, the
Creditor Trust Agreement will not require the Creditor Trust Administrator to provide periodic
reports to the holders of Trust Units.  Thus, while the Creditor Trust will file reports with the
Bankruptcy Court as required by law, and the Creditor Trust Administrator may in its discretion
provide reports to holders of Trust Units, the information available to holders of Trust Units
concerning the operations of the Creditor Trust is likely to be limited.
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Absence of a Market for the Trust Units.(c)

The Plan provides that the Trust Units will be freely tradable to the extent permitted
under applicable securities laws.  However, the Creditor Trust is prohibited from facilitating a
market in the Trust Units.  The ownership of the Trust Units, at least initially, will be highly
concentrated and trading in the Trust Units will be limited so as to prevent the Creditor Trust
from having to register the Trust Units under the Securities Exchange Act of 1934.  Thus, there
is no assurance that a market for the Trust Units will develop, that holders of the Trust Units will
otherwise be able to dispose of them or of the price that a holder may receive for the Trust Units
if it desires and is able to sell them.

Uncertainty in the Value of the Litigation Assets(d)

The Creditor Trust Assets include the Litigation Assets, which consist of claims and
causes of action that the Debtors believe that they have or may have against third parties and
which will be transferred to the Creditor Trust on or about the Effective Date.  Holders of Class
A Units will share in any recoveries realized by the Creditor Trust on the Litigation Assets, in
addition to receiving a portion of the Cash contributed to the Creditor Trust by the Debtors at or
about the Effective Date and the New Warrants, if distributed by the Creditor Trust, and New
Warrant Proceeds, if any are realized by the Creditor Trust.  Holders of Class B Units will also
share in any recoveries realized by the Creditor Trust on the Litigation Assets, but only if
distributions with respect to the Litigation Assets exceed $30 million, and will receive no other
distributions from the Creditor Trust.  While the Debtors believe that there is merit to the
litigation claims and causes of action that will be transferred to the Creditor Trust, the defendants
against whom these claims and causes of action will be asserted can be expected to raise various
defenses.  There can therefore be is no assurance that the Creditor Trust will be successful in
prosecuting the litigations asserting these claims and causes of action, or of the amount of the
recoveries, if any, that the Creditor Trust will realize and that will be available for distribution to
holders of Trust Units.  Also, even if the Creditor Trust is successful in realizing value from the
Litigation Assets, litigation activity can be prolonged, and there can be no assurance as to the
time frame during which distributions in respect of the Litigation Assets will be made.
Accordingly, the Debtors expressly disclaim any estimate of the value of the Litigation Assets,
or the amount of distributions, if any, that will in the future be made on account of these assets,
and no such estimate is being provided.

The New Warrants. (e)

The Reorganized Debtors will be issuing to the Creditor Trust New Warrants to acquire
10% of the Reorganized Holdings Equity Interests (pro forma for the exercise of the New
Warrants).  The Creditor Trust Board can elect to hold the New Warrants in the Creditor Trust or
to distribute the New Warrants pro rata to the holders of the Class A Units, in its discretion.  If
the Creditor Trust Board determines not to distribute the New Warrants, holders of the Class A
Units will not be able to realize any value on the New Warrants, unless and until there is a
monetization event that generates New Warrant Proceeds available for distribution to the holders
of the Class A Warrants.  Even if the Creditor Trust were to distribute the New Warrants to the
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holders of the Class A Units, the value that the holders of the Class A Units could realize from
the New Warrants, whether through exercise or disposition, is uncertain.  One reason for this is
the likely absence of a public market for the Reorganized Holdings Equity Interests, at least
initially, which will make the New Warrants difficult to value.  If the Creditor Trust does not
distribute the New Warrants, the Creditor Trust Board will have sole discretion whether to hold
the New Warrants, exercise the New Warrants, dispose of the New Warrants to a third party for
cash proceeds or await a business combination or similar transaction in which the New Warrants
will be “in the money.” There is no assurance that any such transaction will materialize during
the period when the New Warrants are exercisable, or of the amount of New Warrant Proceeds
that the Creditor Trust may realize, and have available for distribution following any such
transaction.

Holders of Class B Units will have no interest in the New Warrants and will receive no
distributions of, or on account of, the New Warrants.

Expenses of the Creditor Trust.(f)

  The Debtors will have no obligation, and have no intention, to make contributions to the
Creditor Trust, other than the contribution of Creditor Trust Assets to be made on or about the
Effective Date.  A portion of the Cash included in the Creditor Trust Assets will be set aside to
fund the expenses of the Creditor Trust, including the expenses of litigation expected to be
incurred in connection with the Litigation Assets, and will therefore not be distributed to the
holders of Class A Units.  If the Cash that is initially set aside for expenses is insufficient to fund
the expenses of the Creditor Trust in later periods, particularly with respect to the litigation
which could be prolonged and costly, the Creditor Trust could take various steps to raise
additional funds.  These steps may include borrowing against the Creditor Trust Assets or selling
certain Creditor Trust Assets, including some or all of the New Warrants, if the New Warrants
continue to be held by the Creditor Trust, or interests in the Litigation Assets.  Alternatively, the
Creditor Trust could utilize New Warrant Proceeds or recoveries realized from certain of the
Litigation Assets for these purposes, rather than distributing  these proceeds to holders of the
Trust Units.  These determinations will be made in the sole discretion of the Creditor Trust
Board.

 Luxor’s Rights with Respect to Creditor Trust.(g)

Luxor has significant rights over the appointment of the Creditor Trust Administrator and 
the composition of the Creditor Trust Board. Pursuant to Section 5.17 of the Plan, the individual 
appointed as Creditor Trust Administrator must be acceptable to Luxor and Luxor has the right 
to appoint one trustee of the three-trustee Creditor Trust Board.  With respect to the appointment 
of the other two trustees, one is appointed by the Convertible Notes Indenture Trustee and the 
other by the Committee. At present, Luxor is the sole holder of the Convertible Notes issued 
under the Convertible Notes Indenture; thus the Convertible Notes Indenture Trustee currently 
represents Luxor’s economic interests with respect to Luxor’s Convertible Note Claims.  In 
addition, the Convertible Notes Indenture Trustee is the largest claimant on the five-member 
Committee.  Accordingly, Luxor has the ability to influence the appointment of the Creditor 
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Trust Administrator and the trustees of the Creditor Trust. Members of the Creditor Trust Board, 
once appointed, owe fiduciary duties to all beneficiaries of the Creditor Trust.

ARTICLE XII.

SECURITIES LAW MATTERS

General.12.1

The Plan provides for Reorganized Holdings to issue Reorganized Holdings Equity
Interests to (i) the First Lien Lenders on account of the Allowed First Lien Claims pursuant to
Section 4.2 of the Plan, (ii) Second Lien Lenders on account of the Allowed Second Lien Claims
pursuant to Section 4.3 of the Plan, and (iii) the Exit Facility Lenders and Backstop Parties
pursuant to Section 5.15 of the Plan.

The Plan also provides for the issuance of New Warrants to the Creditor Trust for the
benefit of the holders of Class A Units, and for the issuance by the Creditor Trust of (i) Class A
Units to the holders of Allowed General Unsecured Claims and (ii) Class B Units to the holders
of Allowed Second Lien Claims.

 The Debtors believe that the Reorganized Holdings Equity Interests, the New Warrants,
the Class A Units and Class B Units constitute “securities,” as defined in Section 2(a)(1) of the
Securities Act, section 101 of the Bankruptcy Code and applicable state securities laws.  
Furthermore, the Debtors believe that the offer and sale of the Reorganized Holdings Equity 
Interests, the New Warrants, Reorganized Holdings Equity Interests issuable upon exercise of 
the New Warrants, the Class A Units and the Class B Units pursuant to the Plan will be exempt 
from federal and state securities registration requirements under various provisions of the 
Securities Act and the Bankruptcy Code, other than with respect to Persons deemed 
“underwriters,” as discussed below.  

THE ISSUANCE OF REORGANIZED HOLDINGS EQUITY INTERESTS, THE NEW
WARRANTS, THE CLASS A UNITS AND THE CLASS B UNITS UNDER THE PLAN
RAISES CERTAIN SECURITIES LAW ISSUES UNDER THE BANKRUPTCY CODE AND
FEDERAL AND STATE SECURITIES LAWS WHICH ARE DISCUSSED IN THIS
ARTICLE.  THE INFORMATION CONTAINED IN THIS ARTICLE SHOULD NOT BE
CONSIDERED APPLICABLE TO ALL SITUATIONS OR ALL CREDITORS RECEIVING
HOLDINGS REORGANIZED EQUITY INTERESTS UNDER THE PLAN.  CREDITORS
SHOULD CONSULT THEIR OWN LEGAL COUNSEL CONCERNING THE FACTS AND
CIRCUMSTANCES WITH RESPECT TO THE TRANSFER OF SUCH INTERESTS OR
WARRANTS IN EACH PARTICULAR CASE.
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Issuance of Reorganized Holdings Equity Interests, New Warrants, Class A12.2
Units and Class B Units pursuant to Section 1145 of the Bankruptcy Code.

The Debtors believe that the offer and sale of the Reorganized Holdings Equity Interests,
the New Warrants, Reorganized Holdings Equity Interests issuable upon exercise of the New
Warrants, the Class A Units and the Class B Units pursuant to the Plan will be exempt from
federal and state securities registration requirements under various provisions of the Securities
Act and the Bankruptcy Code, other than Persons deemed “underwriters,” as discussed below.
Section 1145 of the Bankruptcy Code provides that Section 5 of the Securities Act and any state
law requirements for the offer and sale of a security do not apply to the offer or sale of stock,
options, warrants or other securities by a debtor if (a) the offer or sale occurs under a plan of
reorganization, (b) the recipients of the securities hold a claim against, an interest in, or claim for
administrative expense against, the debtor, and (c) the securities are issued in exchange for a
claim against or interest in a debtor or are issued principally in such exchange or partly for cash
and property.  The Debtors believe that the offer and sale of the Reorganized Holdings Equity
Interests, the New Warrants, Reorganized Holdings Equity Interests issuable upon exercise of
the New Warrants, the Class A Units and the Class B Units in exchange for the Claims described
above satisfy the requirements of section 1145 (a) of the Bankruptcy Code.  Accordingly, no
registration statement will be filed under the Securities Act or any state securities laws.

The exemptions provided for in section 1145(a) do not apply to an entity that is deemed
an "underwriter" as such term is defined in section 1145(b) of the Bankruptcy Code. Section
1145(b) provides that, with specified exemptions and except with respect to "ordinary trading
transactions" of an entity that is not an "issuer," an entity is an "underwriter" if the entity:

purchases a claim against, an interest in, or a claim for administrative expense
against the debtor with a view to distributing any security received in exchange
for such a claim or interest ("accumulators");

offers to sell securities offered under a plan for the holders of such securities
("distributors");

offers to buy securities under a plan from the holders of such securities, if the
offer to buy is with a view to distributing such securities and (b) made under a
distribution agreement; and

who is an "issuer" with respect to the securities, as the term "issuer" is defined in
section 2(a)(11) of the Securities Act.

Under section 2(a)(11) of the Securities Act, an "issuer" includes any "affiliate" of the
issuer, which means any person directly or indirectly controlling, controlled by or under
common control with the issuer.
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Subsequent Transfers of Securities Issued Under Section 1145 of the12.3
PlanBankruptcy Code.

Securities Law Restrictions.

Securities issued pursuant to section 1145(a) are deemed to have been issued in a public
offering pursuant to section 1145(c) of the Bankruptcy Code.  In general, the Debtors further
believe that resales of and subsequent transactions in the Reorganized Holdings Equity Interests,
New Warrants, Reorganized Holdings Equity Interests issuable upon exercise of the New
Warrants, Class A Units and Class B Units will be exempt from registration under the Securities
Act pursuant to section 4(a)(1) of the Securities Act, unless the holder thereof is deemed to be an
"issuer," an "underwriter" or a "dealer" with respect to  such securities.  For these purposes, an
"issuer" includes any "affiliate" of the issuer, defined as a person directly or indirectly
controlling, controlled by or under common control with the issuer. "Control," as defined in Rule
405 of the Securities Act, means the possession, directly or indirectly, of the power to direct or
cause the direction of the management and policies of a person, whether through the ownership
of voting securities, by contract or otherwise.   A "dealer," as defined in section 2(a)(12) of the
Securities Act, is any person who engages either for all or part of his or her time, directly or
indirectly, as agent, broker or principal, in the business of offering, buying, selling or otherwise
dealing or trading in securities issued by another person.

In addition, for any "affiliate" of an issuer deemed to be an underwriter, Rule 144 under
the Securities Act provides a safe-harbor from registration under the Securities Act for certain
limited public resales of unrestricted 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% of the number of outstanding
securities of the issuer or the average weekly trading volume in the securities of the issuer during
the four calendar weeks 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 availability of current public information regarding
the issuer.  However, the Reorganized Debtors do not intend to make publicly available the
requisite information regarding the Reorganized Debtors and the Creditor Trust does not intend
to make such information available regarding the Creditor Trust, and, as a result, after the
holding period, Rule 144 will not be available for resales of Reorganized Holdings Equity
Interests, New Warrants, Reorganized Holdings Equity Interests issuable upon exercise of the
New Warrants, Class A Units and Class B Units by Persons deemed to be underwriters or
otherwise.

Whether any particular Person would be deemed to be an “underwriter” (including
whether such Person is a “controlling person”) would depend upon various facts and
circumstances applicable to that Person.  Accordingly, the Debtors express no view as to whether
any Person would be deemed an “underwriter.”  In view of 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 freely resell Reorganized Holdings Equity Interests, New
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Warrants, Reorganized Holdings Equity Interests issuable upon exercise of the New Warrants,
Class A Units and Class B Units.

In addition, holders of Class A Units and Class B Units who are deemed to be
“controlling persons” of the Creditor Trust may be subject to restrictions on resale of their Trust
Units applicable to “affiliates” under Rule 144.

Accordingly, the Debtors recommend that potential recipients of Reorganized
Holdings Equity Interests, New Warrants, Class A Units and Class B units consult their
own counsel concerning how they may freely trade such securities in compliance with the
federal and state securities laws or an exemption therefrom.  In addition, these securities will 
not be registered under the Exchange Act or listed on any national securities exchange. See 
“Certain Risk Factors to be Considered – Uncertain Trading Market and Uncertain 
Value.”

Issuance of Exit Facility Shares and Backstop Shares.12.4

Reorganized Holdings Equity Interests are being issued to the Exit Facility Lenders and 
Backstop Parties pursuant to an exemption from the registration requirements provided by 
Section 4(a)(2) of the Securities Act.  As a result, these securities are not subject to federal 
securities registration. 

Subsequent Transfers of Exit Facility Shares and Backstop Shares.12.5

The Exit Facility Shares and Backstop Shares have not been registered under the 
Securities Act or any other applicable securities law.  Accordingly, such securities will be 
"restricted securities" within the meaning of Rule 144 promulgated under the Securities Act and 
may not be offered, sold or otherwise transferred except in compliance with the registration 
requirements of the Securities Act or any other applicable securities law, or pursuant to an 
exemption therefrom or in a transaction not subject thereto. 

As these shares have not been registered under the Securities Act, each holder of Exit 
Facility Shares and Backstop Shares should proceed on the assumption that the economic risk of 
the investment must be borne for an indefinite period, since the securities may not be resold 
unless they are subsequently registered under the Securities Act or an exemption from such 
registration is available.

Certificates evidencing Exit Facility Shares and Backstop Shares will bear a legend 
substantially in the form below:

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE 
"SECURITIES ACT"), OR ANY SECURITIES LAWS OF ANY STATE AND MAY NOT BE 
TRANSFERRED WITHOUT REGISTRATION UNDER THE SECURITIES ACT OR OTHER 
APPLICABLE LAW EXCEPT FOR TRANSFERS THAT ARE EXEMPT FROM THE 
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REGISTRATION REQUIREMENTS OF THE SECURITIES ACT OR OTHER APPLICABLE 
LAW."

Any holder of a certificate evidencing Exit Facility Shares and Backstop Shares bearing 
such legend may present such certificate to Reorganized Holdings’ transfer agent for exchange 
for one or more new certificates not bearing such legend or for transfer to a new holder without 
such legend at such times as (a) such shares are sold pursuant to an effective registration 
statement under the Securities Act or (b) such holder delivers to Reorganized Holdings an 
opinion of counsel reasonably satisfactory to Reorganized Holdings to the effect that the shares 
are no longer subject to the restrictions pursuant to an exemption under the Securities Act and 
such shares may be sold without registration under the Securities Act, in which event the 
certificate issued to the transferee will not bear such legend.

Accordingly, the Debtors recommend that potential recipients of Exit Facility 
Shares and/or Backstop Shares consult their own counsel concerning how they may freely 
trade such securities in compliance with the federal and state securities laws or an 
exemption therefrom.

12.4 Shareholders’ Agreement; New Warrant Agreements.12.6

The Required Consenting Lenders, in their reasonable discretion, may determine to set
forth certain rights and obligations concerning the Reorganized Holdings Equity Interests in the
Shareholders’ Agreement (which, for the avoidance of doubt, might be a limited liability
company agreement), in lieu of providing such rights and obligations in the New Corporate
Governance Documents, in which case such Shareholders’ Agreement, if any, will become
effective as of the Effective Date and be binding on all holders of Reorganized Holdings Equity
Interests; provided that each recipient of Reorganized Holdings Equity Interests must sign the
Shareholders’ Agreement prior to receiving any Reorganized Holdings Equity Interests.  Each
holder of Reorganized Holdings Equity Interests will be deemed to be bound to the terms of the
Shareholders’ Agreement from and after the Effective Date even if not a signatory thereto.  To
the extent that within six (6) months of the Effective Date, any Reorganized Holdings Equity
Interests are not distributed pursuant to the Plan as a result of such holder failing to sign the
Shareholders’ Agreement, such Reorganized Holdings Equity Interests will be treated as
Unclaimed Property in accordance with Section 6.9 of the Plan.

The Shareholders’ Agreement containswill contain certain restrictions on transfers,
including with respect to compliance with applicable securities laws, and prohibitions on
transfers the result of which would require the Company to become subject to the reporting
requirements of the Exchange Act.  All book-entry forms or certificates for shares of
Reorganized Holdings Equity Interests will conspicuously bear legends with respect to the
restrictions on transfer in respect thereof, including under applicable securities laws.

The Creditor Trust, as the holder of the New Warrants, will execute the New Warrant
Agreement at or prior to the time of the issuance of the New Warrants under the Plan to the
Creditor Trust.  The New Warrant Agreement may contain certain restrictions on transfer of the
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New Warrants similar to those contained in the Shareholders’ Agreement with respect to the
Reorganized Holdings Equity Interests.

THE FOREGOING SUMMARY DISCUSSION IS GENERAL IN NATURE AND HAS
BEEN INCLUDED IN THIS DISCLOSURE STATEMENT SOLELY FOR
INFORMATIONAL PURPOSES.  THE DEBTORS MAKE NO REPRESENTATIONS
CONCERNING, AND DO NOT PROVIDE, ANY OPINIONS OR ADVICE WITH RESPECT
TO THE REORGANIZED HOLDINGS EQUITY INTERESTS, NEW WARRANTS, CLASS A
UNITS, CLASS B UNITS OR THE BANKRUPTCY MATTERS DESCRIBED IN THIS
DISCLOSURE STATEMENT.  IN LIGHT OF THE UNCERTAINTY CONCERNING THE
AVAILABILITY OF EXEMPTIONS FROM THE RELEVANT PROVISIONS OF FEDERAL
AND STATE SECURITIES LAWS, THE DEBTORS ENCOURAGE EACH RECIPIENT OF
REORGANIZED HOLDINGS EQUITY INTERESTS, NEW WARRANTS, CLASS A UNITS
AND CLASS B UNITS TO CONSIDER CAREFULLY AND CONSULT WITH ITS OWN
LEGAL ADVISOR WITH RESPECT TO ALL SUCH MATTERS.  BECAUSE OF THE
COMPLEX, SUBJECTIVE NATURE OF THE QUESTION OF WHETHER A PARTICULAR
HOLDER MAY BE AN UNDERWRITER, THE DEBTORS MAKE NO REPRESENTATION
CONCERNING THE ABILITY OF A PERSON TO DISPOSE OF THE REORGANIZED
HOLDINGS EQUITY INTERESTS, NEW WARRANTS, CLASS A UNITS OR CLASS B
UNITS.

ARTICLE XIII.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE 
PLAN

The following discussion summarizes certain U.S. federal income tax consequences of
the Plan to U.S. holders and non-U.S. holders (as defined below) of certain Claims.  The analysis
contained herein is based upon the Tax Code, the Treasury Regulations promulgated and
proposed thereunder (the “Regulations”), judicial decisions and published administrative rulings
and pronouncements of the Internal Revenue Service (the “IRS”) as in effect on the date hereof.
Legislative, judicial or administrative changes or interpretations hereafter enacted or
promulgated could alter or modify the analysis and conclusions set forth below.  Any such
changes or interpretations may be retroactive and could significantly affect the federal income
tax consequences discussed below.  The federal income tax consequences of the Plan are
complex and are subject to significant uncertainties.  This summary does not generally address
state, local gift, estate or non-U.S. tax consequences of the Plan, nor does it purport to address
the federal income tax consequences of the Plan to special classes of taxpayers (such as broker
dealers, banks, mutual funds, insurance companies, financial institutions, small business
investment companies, regulated investment companies, tax-exempt organizations, partnerships
and other pass-through entities, and investors in pass-through entities).  Accordingly, the
following summary of certain federal income tax consequences is for informational purposes
only and is not a substitute for careful tax planning and advice based upon the individual
circumstances pertaining to a holder of a Claim.

For purposes of this discussion, a “U.S. holder” is a beneficial owner of a Claim that is,
for U.S. federal income tax purposes:
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an individual who is a citizen or resident of the United States; �

a corporation, or other business entity treated as a corporation for U.S. federal income�
tax purposes, created or organized in or under the laws of the United States, any state
of the United States or the District of Columbia;

an estate, if its income is subject to U.S. federal income taxation regardless of its�
source; or

a trust, if (1) a U.S. court can exercise primary supervision over the trust’s�
administration and one or more U.S. persons (within the meaning of the Tax Code)
have the authority to control all of its substantial decisions or (2) the trust has a valid
election in effect under applicable Regulations to be treated as a U.S. person.

For purposes of this discussion, a “non-U.S. holder” is a beneficial owner of Claims that
is neither a partnership (or other entity or arrangement treated as a partnership for U.S. federal
income tax purposes) nor a U.S. holder.

If a partnership or other entity or arrangement treated as a partnership for U.S. federal
income tax purposes holds Claims, the tax treatment of a partner in such partnership will
generally depend on the status of the partner and on the activities of the partnership. Partners of
partnerships holding Claims are encouraged to consult their independent tax advisors regarding
the tax consequences to them of thisthe Plan.

THE TAX CONSEQUENCES TO HOLDERS OF CLAIMS MAY VARY BASED
UPON THE INDIVIDUAL CIRCUMSTANCES OF EACH HOLDER.  MOREOVER, THE
TAX CONSEQUENCES OF CERTAIN ASPECTS OF THE PLAN ARE UNCERTAIN DUE
TO THE LACK OF APPLICABLE LEGAL PRECEDENT AND THE POSSIBILITY OF
CHANGES IN THE LAW.  NO RULING HAS BEEN APPLIED FOR OR OBTAINED FROM
THE IRS WITH RESPECT TO ANY OF THE TAX ASPECTS OF THE PLAN AND NO
OPINION OF COUNSEL HAS BEEN REQUESTED OR OBTAINED WITH RESPECT
THERETO.  THIS DISCUSSION DOES NOT CONSTITUTE TAX ADVICE OR A TAX
OPINION CONCERNING THE MATTERS DESCRIBED.  THERE CAN BE NO
ASSURANCE THAT THE IRS WILL NOT CHALLENGE ANY OR ALL OF THE TAX
CONSEQUENCES DESCRIBED HEREIN, OR THAT SUCH A CHALLENGE, IF
ASSERTED, WOULD NOT BE SUSTAINED.  ACCORDINGLY, EACH HOLDER OF A
CLAIM IS STRONGLY URGED TO CONSULT WITH ITS OWN TAX ADVISOR
REGARDING THE FEDERAL, STATE, LOCAL, FOREIGN OR OTHER TAX
CONSEQUENCES OF THE PLAN.

13.1 Federal Income Tax Consequences to the Debtors.13.1

The Debtors are Holdings, various corporate subsidiaries and entities disregarded as
separate from Holdings or its subsidiaries for United States federal income tax purposes.
Holdings is the common parent of an affiliated group of corporations that files a consolidated tax
return for federal income tax purposes (the “RCS Group,” which also includes for purposes of
this discussion, as the context may require, any similar group after the Effective Date of which

146

Case 16-10223-MFW    Doc 327-1    Filed 03/16/16    Page 151 of 170



RCS Capital Corporation is a member).  As discussed below, in connection with the
implementation of the Plan, the amount of the RCS Group’s currently existing net operating loss
(“NOL”) carryforwards and certain other attributes may be reduced or eliminated.  In addition,
the RCS Group’s subsequent utilization of any NOL carryforwards remaining, and possibly
certain other tax attributes, may be restricted following the consummation of the Plan.  The
determination of whether any of the RCS Group’s NOL carryforwards (or other tax attributes)
will be limited as a result of the consummation of the Plan is complex and depends on many
different factors, including the precise nature of the transactions effectuated to consummate the
Plan.

Except to the extent described below, and assuming the Restructuring Transactions take
place as provided for above in Section 4.3(a)(1) through 4.3(a)(9) (and not including any
different or additional transactions requiring the consent of the Required Consenting Lenders as
described in Secton 4.3(a) (second paragraph)), the Debtors do not expect to recognize any
income, gain or loss on the Plan transactions.

Cancellation of Indebtedness and Reduction of Tax Attributes.(a)

Generally, gross income for United States federal income tax purposes includes the
amount of any cancellation of debt (“COD”) income.  The amount of the COD income generally
equals the amount by which the adjusted issue price of the indebtedness discharged exceeds the
sum of (i) the amount of cash paid, (ii) the issue price of any new debt issued, and (iii) the fair
market value of any other consideration given in exchange for such indebtedness, subject to
certain statutory or judicial exceptions that can apply to limit the amount of COD income (such
as where the payment of the cancelled debt would have given rise to a tax deduction).

COD income is excluded from gross income of a debtor in a case under chapter 11 of the
Bankruptcy Code if the discharge of indebtedness is granted by the bankruptcy court or pursuant
to a plan of reorganization approved by the bankruptcy court. Instead the debtor must reduce
certain tax attributes by the amount of excluded COD income in the manner prescribed by
section 108(b) of the Tax Code.  In general, tax attributes will be reduced in the following order:
(a) NOLs and NOL carryovers; (b) general business credit carryovers; (c) minimum tax credit
carryovers; (d) capital losses and capital loss carryovers; (e) tax basis in assets (but not below the
amount of liabilities to which the debtor remains subject immediately after the discharge); (f)
passive activity loss and credit carryovers; and (g) foreign tax credits carryovers.  The reduction
in tax attributes occurs only after the taxable income (or loss) for the year of the debt discharge
has been determined.  A debtor with COD income may elect first to reduce the basis of its
depreciable assets pursuant to section 108(b)(5) of the Tax Code.  If a debtor with excluded
COD income is a member of a consolidated group, the Regulations address the application of the
rules for the reduction of tax attributes.  If the debtor is a member of a consolidated group and is
required to reduce its basis in the stock of another group member, a “look-through rule”
generally requires a corresponding reduction in the tax attributes of the lower-tier member.  If
the amount of a debtor’s excluded COD income exceeds the amount of attribute reduction
resulting from the application of the foregoing rules, certain other tax attributes of the
consolidated group may also be subject to reduction.  Any excess COD Income over the amount
of available tax attributes is not subject to U.S. federal income tax.
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The RCS Group expects that it will realize significant COD income as a result of the
consummation of the Plan.  The extent of such COD income and resulting tax attribute reduction
will depend, in part, on the value of the Reorganized Holdings Equity Interests that are
distributed to holders of Claims and the precise nature of the transactions effectuated to
consummate the Plan.

Section 382.(b)

Under Section 382 of the Tax Code, if a corporation (or consolidated group) undergoes
an “ownership change,” the amount of its pre-change losses that may be utilized to offset future
taxable income generally is subject to an annual limitation (a “Section 382 Limitation”).
Typically, consummation of a chapter 11 plan of reorganization results in an ownership change.
The section 382 limitation also may apply to certain losses or deductions that are “built-in” (i.e.,
economically accrued but unrecognized) as of the date of the ownership change and that are
subsequently recognized.

The Debtors estimate that their U.S. federal income tax NOL carryforwards are
approximately $325 million as of December 31, 2015 (some of which the Debtors believe are
subject to one or more pre-existing Section 382 Limitations as a result of prior ownership
changes), and they believe they have incurred additional NOLs since then.  Subject to the
Restructuring Transactions and the discussion above regarding reduction of tax attributes for
COD income, the Debtors expect that when Reorganized Holdings Equity Interests are issued to
creditors pursuant to the Plan, the RCS Group may be able to carry forward NOLs, which, unless
an exception applies, would be subject to certain limitations under Section 382 of the Tax Code.
The discussion below summarizes certain of the aforementioned limitations that could apply
under such circumstances.

1. General Section 382 Limitation.10.

In general, the amount of the annual limitation to which a corporation (or consolidated
group) would be subject is equal to the product of (i) the fair market value of the stock of the
corporation (or, in the case of a consolidated group, the common parent) immediately before the
ownership change (with certain adjustments) multiplied by (ii) the “long term tax exempt rate” in
effect for the month in which the ownership change occurs (e.g., 2.65% for an ownership change
occurring in February 2016).

2. Built-In Gains and Losses.11.

If a loss corporation (or consolidated group) has a net unrealized built-in loss
immediately before an ownership change (taking into account most assets and items of “built-in”
income and deductions), then generally built-in losses recognized during the following five years
(up to the amount of the original net unrealized built-in loss) will be treated as pre-change losses
and will be subject to the same annual limitation as the NOL carryforwards. Conversely, if the
loss corporation (or consolidated group) has a net unrealized built-in gain immediately before the
ownership change, any built-in gains recognized during the following five years (up to the
amount of the original net unrealized built-in gain) generally will increase the annual limitation
in the year recognized, such that the loss corporation (or consolidated group) would be permitted
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to use its pre-change losses against such built-in gain income in addition to its regular annual
allowance. Although the rule applicable to net unrealized built-in losses generally applies to
consolidated groups on a consolidated basis, certain corporations that join the consolidated group
within the preceding five years may not be able to be taken into account in the group
computation of net unrealized built-in loss. Such corporations would nevertheless still be taken
into account in determining whether the consolidated group has a net unrealized built-in gain.
Thus, a consolidated group can be considered to have both a net unrealized built-in loss and a net
unrealized built-in gain. In general, a loss corporation’s (or consolidated group’s) net unrealized
built-in gain or loss will be deemed to be zero unless it is greater than the lesser of (i)
$10,000,000 or (ii) 15% of the fair market value of its assets (with certain adjustments) before
the ownership change.

The determination of whether the RCS Group will, as a whole, be in a net unrealized
built-in gain or loss position immediately before the Effective Date is complex and depends on
many different factors.  Whether the RCS Group will, as a whole, be in a net unrealized built-in
gain position or loss position on the Effective Date also depends upon the precise nature of the
transactions effectuated to implement of the Plan.

3. Chapter 11 Exceptions.

An exception to the foregoing annual limitation rules generally applies when so-called
“qualified creditors” of a debtor corporation in a chapter 11 proceeding receive, in respect of
their Claims, at least 50% of the vote and value of the stock of the reorganized debtor (or a
controlling corporation if also in the relevant chapter 11 proceeding) pursuant to a confirmed
chapter 11 plan (the “382(l)(5) Exception”). Under the Tax Code, a qualified creditor is a holder
of a Claim that (i) was held by such holder since the date that is 18 months before the date on
which the debtor first filed its petition with the bankruptcy court or (ii) arose in the ordinary
course of business and is held by the person who at all times held the beneficial interest in such
claim. In determining whether the 382(l)(5) Exception applies, certain holders of Claims that
would own a de minimis amount of the reorganized debtor’s stock pursuant to the debtor’s plan
are presumed to have held their Claims since the origination of such claims. In general, this de
minimis rule applies to holders of Claims who would own directly or indirectly less than 5% of
the total fair market value of the debtor’s stock pursuant to the plan.

Under the 382(l)(5) Exception, a debtor’s pre-change losses are not limited on an annual
basis but, instead, the debtor’s NOLs are required to be reduced by the amount of any interest
deductions claimed during any taxable year ending during the three (3) year period preceding the
taxable year that includes the effective date of the plan of reorganization, and during the part of
the taxable year prior to and including the effective date of the plan of reorganization, in respect
of all debt converted into stock in the reorganization. If the 382(l)(5) Exception applies and the
debtor undergoes another ownership change within two years after consummation, then the
debtor’s pre-change losses effectively would be eliminated in their entirety for all periods after
the second ownership change. In addition, under the Regulations, the use of NOLs may be
eliminated upon consummation of the plan of reorganization, despite the 382(l)(5) Exception, if
the debtor does not carry on more than an insignificant amount of an active trade or business
during and subsequent to the bankruptcy proceeding. The requirement of carrying on more than
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an insignificant amount of an active trade or business may be met even though all trade or
business activities temporarily cease for a period of time to address business exigencies.

Where the 382(l)(5) Exception is not applicable to a corporate debtor in a chapter 11
proceeding (either because the debtor does not qualify for it or the debtor elects not to utilize the
382(l)(5) Exception), a second special rule under section 382(l)(6) of the Tax Code will apply
with respect to the calculation of the section 382 limitation (the “382(l)(6) Exception”). When
the 382(l)(6) Exception applies, a debtor corporation that undergoes an ownership change
generally determines the fair market value of its stock as the lesser of (1) the value of its stock
immediately after the ownership change or (2) the gross value of its assets before the ownership
change. This generally has the effect of taking into account the increase in value resulting from
any surrender or cancellation of creditors’ Claims in the chapter 11 proceeding, but not taking
into account any cash or other property contributed to a debtor or exchanged for stock of a
debtor. This differs from the general rule under section 382 that requires the fair market value of
a corporation that undergoes an ownership change to be determined immediately before the
ownership change. The 382(l)(6) Exception also differs from the 382(l)(5) Exception in that the
debtor corporation is not required to reduce its NOLs by interest deductions in the manner
described above, and the debtor may undergo a change of ownership within two years without
triggering the elimination of its pre-change losses (although the debtor corporation would be
subject to the general rule under section 382 imposing an annual limitation on the use of its
NOLs following such subsequent ownership change). In addition, if the 382(l)(5) Exception is
inapplicable, section 382(c) of the Tax Code provides that the debtor must continue the business
enterprise of the debtor for two (2) years following the ownership change or its NOLs will be
reduced to zero (0) as of the date of the ownership change.

It is not clear whether the Debtors will satisfy the requirements for the 382(l)(5)
Exception or, if they do, if they will avail themselves of its provisions.

4. Alternative Minimum Tax.

The Tax Code provides that, for any taxable year, a corporation’s federal income tax
liability equals the greater of (i) the regular tax computed at the regular corporate tax rate
(generally 35%) on taxable income and (ii) the alternative minimum tax (“AMT”) computed at a
lower tax rate (20%) but on a broader income base (alternative minimum taxable income
(“AMTI”)).  For purposes of computing a corporation’s regular federal income tax liability, all
of the income recognized in a taxable year may be offset by available NOLs and other tax
carryovers (to the extent permitted under, inter alia, sections 382 and 383 of the Tax Code).  By
contrast, for purposes of computing AMTI, NOLs (as determined for AMT purposes) and other
tax carryovers generally are taken into account, but typically do not offset more than 90% of the
pre-NOL AMTI.  Thus, a corporation that is currently profitable for AMT purposes generally
will be required to pay federal income tax at an effective rate of at least 2% of its pre-NOL
AMTI (10% of the 20% AMT tax rate).

Any AMT that a corporation pays generally will be allowed as a nonrefundable credit
against its regular federal income tax liability in future years when the corporation is not subject
to the AMT.  Any unused credit may be carried forward indefinitely.
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13.2 Federal Income Tax Consequences to U.S. Holders of Claims13.2

In General.(a)

Generally, in the event of a taxable exchange as described below, a U.S. holder of a
Claim will recognize gain or loss equal to the difference between the “amount realized” by such
U.S. holder in exchange for its Claim and such U.S. holder’s adjusted tax basis in the Claim.

The character of any recognized gain or loss (e.g., ordinary income, or short-term or
long-term capital gain or loss) will depend upon the status of the U.S. holder, the nature of the
Claim in the U.S. holder’s hands, the purpose and circumstances of its acquisition, the U.S.
holder’s holding period of the Claim, and the extent to which the U.S. holder previously claimed
a deduction for the worthlessness of all or a portion of the Claim.  If the Claim is a capital asset
in the U.S. holder’s hands, any gain or loss realized will generally be characterized as capital
gain or loss, and will constitute long-term capital gain or loss if the U.S. holder has held such
Claim for more than one year.  There are limitations on the deduction of capital losses by both
corporate and non-corporate taxpayers.

U.S. HOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS CONCERNING
THE RECOGNITION OF GAIN OR LOSS, FOR FEDERAL INCOME TAX PURPOSES, ON
THE SATISFACTION OF THEIR CLAIMS.

Allocation of Consideration to Accrued Interest.(b)

A portion of the consideration received by a U.S. holder in satisfaction of a Claim
pursuant to the Plan may be allocated to the portion of such Claim (if any) that represents
accrued but unpaid interest.  If any portion of the distribution were required to be allocated to
accrued interest, such portion would be taxable to the U.S. holder as interest income, except to
the extent the U.S. holder has previously reported such interest as income.  A U.S. holder will
generally recognize a loss to the extent that any accrued interest was previously included in the
U.S. holder’s gross income and is not paid in full.

Pursuant to the Plan, all Plan distributions in respect of any Claim will be allocated first
to the principal amount of such Claim, as determined for United States federal income tax
purposes, and then, to the extent the consideration exceeds such amount, to any portion of such
Claim representing accrued but unpaid interest.  However, there is no assurance that the IRS
would respect such allocation for United States federal income tax purposes.

In the event that a portion of the consideration received by a U.S. holder of a Claim
represents accrued but unpaid interest, such consideration would not be included in the “amount
realized” by such holder in exchange for its Claim.

Market Discount.(c)

A U.S. holder that acquires a debt instrument with market discount generally is required
to treat any gain realized on the disposition of the instrument as ordinary income to the extent of
accrued market discount not previously included in gross income by the U.S. holder.  In general,
a debt instrument is considered to have been acquired with market discount if it is acquired other
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than on original issue and if the U.S. holder’s adjusted tax basis in such instrument is less than
(i) the sum of all remaining payments to be made on the debt instrument, excluding “qualified
stated interest,” or (ii) in the case of a debt instrument issued with “original issue discount”
(“OID”), its adjusted issue price, in each case, by at least a de minimis amount (equal to the
product of 0.25% of the sum of all remaining payments to be made on the debt instrument,
excluding qualified stated interest, and the number of remaining whole years to maturity). To the
extent that the debt instruments that were acquired with market discount are exchanged for other
property in a corporate reorganization within the meaning of Section 368 of the Tax Code, any
market discount that accrued on such debt instruments (i.e., up to the time of the exchange) but
was not recognized by the U.S. holder is carried over to the property received and any gain
recognized on the subsequent sale, exchange, redemption or other disposition of such property is
treated as ordinary income to the extent of such accrued, but not recognized, market discount.

Treatment of U.S. Holders of First Lien Claims.(d)

Pursuant to the Plan and in satisfaction of their Claims, each of the U.S. holders of the
Allowed First Lien Claims would receive its Pro Rata Share of (i) 38.75% of the Reorganized
Holdings Equity Interests, and (ii) the New Second Lien Facility (the “Exchange”).  Depending
upon the precise nature of the transactions effectuated to consummate of the Plan, it is possible
that, if each of the debt underlying the First Lien Claims and New Second Lien Facility Credit
Agreement is treated as a “security” for United States federal income tax purposes, the Exchange
would be treated as a “recapitalization” (or, possibly, some other type of partially tax-free
reorganization) and the U.S. holders of the First Lien Claims would generally not recognize any
gain or loss on the Exchange. Alternatively, if only the debt underlying the First Lien Claims is
treated as a “security” for United States federal income tax purposes, gain (but not loss) would
be recognized, but only to the extent of the fair market value of the New Second Lien Facility
received.  Finally, if the debt underlying the First Lien Claims is not treated as a “security” for
United States federal income tax purposes, the Exchange would be a fully taxable transaction.

The term “security” is not defined in the Tax Code or in the Regulations and has not been
clearly defined by judicial decisions or IRS administrative guidance. The determination of
whether a particular debt constitutes a “security” depends on an overall evaluation of the nature
of the debt. One of the most significant factors considered in determining whether a particular
debt is a security is its original term. In general, debt obligations issued with a weighted average
maturity at issuance of less than five years do not constitute securities, whereas debt obligations
with a weighted average of ten years or more constitute securities. It has not yet been determined
whether the debt underlying the First Lien Claims or the New Second Lien Facility will be
treated as a “security” for United States federal income tax purposes.  Therefore, it is possible
the Exchange may be a partially or fully taxable, or tax-free, exchange.  No ruling has been or
will be applied for or obtained from the IRS with respect to this issue and no opinion of counsel
has been or will be requested or obtained with respect thereto.  In addition, if the Exchange were
deemed to be a contribution of property to a corporation governed by Section 351 of the Tax
Code, U.S. holders of the First Lien Claims generally would not recognize loss, and would only
recognize gain to the extent of the fair market value of the New Second Lien Facility received.

If the Exchange is fully taxable, a U.S. holder of a Claim will generally recognize gain or
loss equal to the difference between the “amount realized” by such U.S. holder in exchange for
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its Claim and such U.S. holder’s adjusted tax basis in the Claim.  Any such gain would be treated
as ordinary income to the extent attributable to any market discount such U.S. holder had
accrued with respect to its Claim, unless the U.S. holder has elected to include market discount
in income currently as it accrues.

A U.S. holder’s amount realized generally will depend on whether the New Second Lien
Facility or the debt underlying the First Lien Claims being exchanged are deemed to be “traded
on an established market” within the meaning of section 1273 of the Tax Code.  The New
Second Lien Facility or the debt underlying the First Lien Claims will be treated as traded on an
established market only if the debt is traded on an established market during the 31-day period
ending 15 days after the exchange date.  Pursuant to applicable Regulations, an “established
market” need not be a formal market.  The New Second Lien Facility or the debt underlying the
First Lien Claims will be considered traded on established market if (i) there is a price for an
executed purchase or sale of the New Second Lien Facility or the debt underlying the First Lien
Claims, as applicable, that is reasonably available within a reasonable period of time after the
sale; (ii) there is at least one price quote for the New Second Lien Facility or the debt underlying
the First Lien Claims, as applicable from at least one reasonably identifiable broker, dealer or
pricing service, which price quote is substantially the same as the price for which the person
receiving the quoted price could purchase or sell the New Second Lien Facility or the debt
underlying the First Lien Claims, as applicable (a “Firm Quote”); or (iii) there is at least one
price quote for the New Second Lien Facility or the debt underlying the First Lien Claims, as
applicable, other than a Firm Quote, available from at least one such broker, dealer, or pricing
service. Where the principal amount of a debt instrument underlying a First Lien Claim does not
exceed $100 million on the date of the Exchange, the debt underlying the First Lien Claims will
not be deemed to be traded on an established market on such date. With respect to the debt
underlying the First Lien Claims, price quotes for each date beginning on the pricing date are
available on Bloomberg Finance.

If neither the New Second Lien Facility nor the debt underlying the First Lien Claims
being exchanged are deemed to be traded on an established market, then a U.S. holder’s amount
realized would generally be equal to the sum of the stated principal amount of the New Second
Lien Facility and the fair market value of the Reorganized Holdings Equity Interests (“New
Equity FMV”) issued to such U.S. holder in the Exchange.  A U.S. holder’s basis in the New
Second Lien Facility, and the issue price of such loan for purposes of determining the amount of
any OID thereupon (discussed below), would generally be the stated principal amount of such
loan, and a U.S. holder’s basis in the Reorganized Holdings Equity Interests would generally be
an amount equal to the New Equity FMV.  However, the tax consequences to a U.S. holder could
be materially different if either the New Second Lien Facility or the First Lien Claims being
exchanged therefor are deemed to be traded on an established market.

If the debt underlying the First Lien Claims is deemed to be traded on an established
market, but the New Second Lien Facility is not, then (i) the U.S. holder’s aggregate amount
realized in the Exchange generally would be an amount equal to the fair market value of the First
Lien Claims (“Old Debt FMV”), (ii) a U.S. holder’s basis in, and the issue price of, the New
Second Lien Facility would be an amount equal to the Old Debt FMV minus the New Equity
FMV and (iii) a U.S. holder’s basis in the Reorganized Holdings Equity Interests would be the
New Equity FMV. If the New Second Lien Facility is deemed to be traded on an established
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market for these purposes (regardless of whether the debt underlying the First Lien Claims is
also treated as such), then (i) the U.S. holder’s aggregate amount realized in the Exchange
generally would be an amount equal to the sum of the New Equity FMV and the fair market
value of the New Second Lien Facility (the “New Loan FMV”), (ii) a U.S. holder’s basis in, and
the issue price of, the New Second Lien Facility would be an amount equal to the New Loan
FMV and (iii) a U.S. holder’s basis in the Reorganized Holdings Equity Interests would be the
New Equity FMV.

The treatment of the Exchange is subject to the discussions above regarding allocation of
consideration to accrued interest, and market discount.  The treatment of the Exchange is not free
from doubt and depends on the application of complex rules to facts that are not clearly
addressed by such rules.  U.S. holders should consult with their tax advisors regarding the tax
consequences of the Exchange with respect to their particular circumstances.

Treatment of U.S. Holders of Second Lien Claims.(e)

Pursuant to the Plan and in satisfaction of their Claims, each U.S. holder of the Allowed
Second Lien Claims would receive its Pro Rata Share of: (i) 38.75% of the Reorganized
Holdings Equity Interests and (ii) the Class B Trust Interests (entitling the U.S. holders to
receive a share of the distributions of the Litigation Asset Proceeds allocated to the U.S. holders
of Class B Trust Interests pursuant to the Creditor Trust Distribution Schedule) (the “Second
Lien Exchange”).  Depending upon the precise nature of the transactions effectuated to
consummate the Plan, it is possible that, if the debt underlying the Second Lien Claims is treated
as a “security” for United States federal income tax purposes, the Second Lien Exchange would
be treated as a “recapitalization” (or, possibly, some other type of partially tax-free
reorganization) and the U.S. holders of the Second Lien Claims would generally recognize gain
(but not loss), but only to the extent of the fair market value of the assets represented by the
Class B Trust Interests (“Class B Trust FMV”) received.

It has not yet been determined whether the debt underlying the Second Lien Claims will
be treated as a “security” for United States federal income tax purposes.  Therefore, it is possible
the Second Lien Exchange may be a partially or fully taxable exchange.  No ruling has been or
will be applied for or obtained from the IRS with respect to this issue and no opinion of counsel
has been or will be requested or obtained with respect thereto.  In addition, if the Second Lien
Exchange were deemed to be a contribution of property to a corporation governed by Section
351 of the Tax Code, U.S. holders of the Second Lien Claims generally would not recognize
loss, and would only recognize gain to the extent of the Class B Trust FMV received.

If the Second Lien Exchange is fully taxable, a U.S. holder of a Claim will generally
recognize gain or loss equal to the difference between the “amount realized” by such U.S. holder
in exchange for its Claim and such U.S. holder’s adjusted tax basis in the Claim.  Any such gain
would be treated as ordinary income to the extent attributable to any market discount such U.S.
holder had accrued with respect to its Claim, unless the U.S. holder has elected to include market
discount in income currently as it accrues.  A U.S. holder’s ability to claim and/or utilize a loss
may be limited.  U.S. holders are urged to consult their own tax advisors concerning their ability
to claim and/or utilize a loss.
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A U.S. holder’s amount realized generally will equal the sum of the New Equity FMV
and the Class B Trust FMV issued to such U.S. holder in the Second Lien Exchange.  A U.S.
holder’s basis in the Reorganized Holdings Equity Interests generally would equal the New
Equity FMV, and a U.S. holder’s basis in the Class B Trust Interests generally would equal the
Class B Trust FMV.

The treatment of one Second Lien Exchange is subject to the discussions above regarding
allocation of consideration to accrued interest, and market discount.  The treatment of the Second
Lien Exchange is not free from doubt and depends on the application of complex rules to facts
that are not clearly addressed by such rules.  U.S. holders should consult with their tax advisors
regarding the tax consequences of the Second Lien Exchange with respect to their particular
circumstances.

Treatment of General Unsecured Claim U.S. Holders.(f)

As described above, each U.S. holder of a General Unsecured Claim (including
Convertible Note Claims) will receive such U.S. holder’s pro rata share of the Class A Trust
Interests (entitling it to receive its share of the Trust Assets allocated to U.S. holders of General
Unsecured Claims in accordance with the Creditor Trust Distribution Schedule and Section 6.11
of the Plan).   General Unsecured Claim U.S. holders generally will recognize gain or loss equal
to the difference between the “amount realized” by such U.S. holders in exchange for their
Claims and such U.S. holders adjusted tax basis in their Claims.  The “amount realized” will
equal the fair market value of the assets represented by the Class A Trust Interests received, as
determined pursuant to the Plan. The treatment of an exchange by a U.S. holder of a General
Unsecured Claim is subject to the discussions above regarding allocations of consideration to
accrued interest, and market discount.

Ownership and Disposition of the New Second Lien Facility by U.S. Holders.(g)

Stated Interest. The stated interest on the New Second Lien Facility generally will be
taxable as ordinary interest income in accordance with the U.S. holder’s regular method of
accounting at the time such payments are accrued or received.

Original Issue Discount. The amount of OID with respect to the New Second Lien
Facility will be equal to the excess of the “stated redemption price at maturity” of the debt (i.e.,
generally, the face amount of the New Second Lien Facility) over its “issue price” as described
above.  PIK interest on the New Second Lien Facility will be considered OID.

For United States federal income tax purposes, each U.S. holder (regardless of its
accounting method) generally must include in gross income a portion of any OID in each taxable
year during which the New Second Lien Facility is held in an amount equal to any such OID that
accrues during such period, determined using a constant yield to maturity basis. This means that
each U.S. holder may be required to include amounts in gross income without a corresponding
receipt of cash attributable to such income. A U.S. holder’s tax basis in the New Second Lien
Facility will be increased by the amount of OID includible in the U.S. holder’s gross income as it
accrues.
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Acquisition Premium or Amortizable Bond Premium on the New Second Lien Facility. If
a U.S. holder’s initial tax basis in the New Second Lien Facility is greater than its issue price and
less than or equal to its stated redemption price at maturity, the New Second Lien Facility will be
considered to have been issued to such U.S. holder at an “acquisition premium.” Under the
acquisition premium rules, the amount of OID that a U.S. holder must include in income with
respect to the New Second Lien Facility for any taxable year will be reduced by the portion of
the acquisition premium properly allocable to that year. If a U.S. holder’s initial tax basis in its
share of the New Second Lien Facility is greater than its stated redemption price at maturity, a
U.S. holder will be considered to have acquired the New Second Lien Facility with “amortizable
bond premium” and a U.S. holder will not be required to include any OID in income. A U.S.
holder generally may elect to amortize the premium over the remaining term of the New Second
Lien Facility on a constant yield method as an offset to interest when includible in income under
a U.S. holder’s regular accounting method. If a U.S. holder does not elect to amortize the
premium, that premium will decrease the gain or increase the loss a U.S. holder would otherwise
recognize on disposition of the New Second Lien Facility.

Sale or Other Disposition of the New Second Lien Facility. When a U.S. holder sells or
otherwise disposes of its share of the New Second Lien Facility in a taxable transaction, the U.S.
holder will generally recognize gain or loss for United States federal income tax purposes in an
amount equal to the difference, if any, between (1) the amount realized on the disposition, less
any amount attributable to accrued interest, which will be taxable as such; and (2) the U.S.
holder’s adjusted tax basis in the New Second Lien Facility. The U.S. holder’s adjusted tax basis
in the New Second Lien Facility generally equals the issue price of such U.S. holder’s share of
the New Second Lien Facility increased by any accrued OID or market discount with respect to
the New Second Lien Facility and decreased by payments on the New Second Lien Facility other
than payments of “qualified stated interest.”  Such gain or loss will generally be capital gain or
loss.

U.S. holders should consult with their tax advisors regarding the tax consequences of the
ownership and disposition of the New Second Lien Facility with respect to their particular
circumstances.

Ownership and Disposition of the Reorganized Holdings Equity Interests by (h)
U.S. Holders.

Distributions. A distribution paid in respect of the Reorganized Holdings Equity Interests
generally will constitute a dividend for United States federal income tax purposes to the extent
the distribution is paid out of current or accumulated earnings and profits, as determined under
United States federal income tax principles.  The gross amount of any such dividend to a U.S.
holder will be included in the income of the U.S. holder, as ordinary dividend income.  In
general, distributions in excess of current or accumulated earnings and profits will not be taxable
to a U.S. holder to the extent that such distributions to the U.S. holder do not exceed the U.S.
holder’s adjusted tax basis in the Reorganized Holdings Equity Interests with respect to which
the distribution is paid, but rather will reduce the U.S. holder’s adjusted tax basis in such
Reorganized Holdings Equity Interests (but not below zero). To the extent that distributions
exceed current and accumulated earnings and profits as well as the U.S. holder’s adjusted tax
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basis in the Reorganized Holdings Equity Interests, such distributions generally will be taxable
as capital gain realized in respect of the Reorganized Holdings Equity Interests.

Under current United States federal income tax law, dividends paid to certain
non-corporate U.S. holders, including individuals, generally will constitute qualified dividend
income currently eligible for preferential rates of United States federal income tax, with a
maximum rate of twenty percent (currently 20%), provided certain conditions and requirements
are satisfied, such as minimum holding period requirements. U.S. holders that are corporations
may be eligible for a partial dividends-received deduction with respect to dividend distributions
that are paid in respect of the Reorganized Holdings Equity Interests, subject to certain
conditions and requirements, such as minimum holding period requirements. The earnings and
profits of Reorganized Holdings generally will be increased by the amount of COD income
realized by Holdings pursuant to the Plan to the extent that such COD income does not reduce
basis in assets of the RCS Group.

Sale or Other Disposition of Reorganized Holdings Equity Interests. In general, a U.S.
holder will recognize gain or loss upon the sale or other taxable disposition of the Reorganized
Holdings Equity Interests in an amount equal to the difference between the sum of the fair
market value of any property and the amount of cash received in such disposition and such U.S.
holder’s adjusted tax basis in the Reorganized Holdings Equity Interests at the time of the
disposition. Such gain or loss will generally be capital gain or loss.

U.S. holders should consult with their tax advisors regarding the tax consequences of the
ownership and disposition of the Reorganized Holdings Equity Interests with respect to their
particular circumstances.

Ownership and Disposition of the New Warrants by U.S. Holders.(i)

Generally speaking, a U.S. holder who receives the New Warrants will recognize capital
gain or loss upon the sale, exchange, redemption or other taxable disposition of the New
Warrants equal to the difference between the amount realized and the U.S. holder’s basis in the
New Warrants. Upon exercise of the New Warrants, a U.S. holder exercising the New Warrants
through a cash exercise should generally recognize no gain or loss on the exercise.  However, the
exercise of New Warrants through a cashless exercise may be treated as a taxable exchange of
the New Warrants causing the exercising U.S. holder to recognize taxable gain.  The holding
period of a U.S. holder in Reorganized Holdings Equity Interests obtained through exercise of
the New Warrants generally will begin on the date of exercise.

If a holder sells the warrants or they expire unexercised such holder would recognize
capital gain, or loss, upon the date of the sale or the expiration of the warrants, reflecting the
amount by which the consideration allowed, or the fair market value of the warrants exceeds, or
is less than, such holder’s tax basis in the warrants.
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Ownership and Disposition of the Class A Trust Interests and Class B Trust (j)
Interests.

For further information on the tax treatment of the ownership and disposition of the Class
A Trust Interests and Class B Trust Interests, see Section 4.3(p) (Creditor Trust).

Medicare Tax.(k)

Certain U.S. holders that are individuals, estates or trusts are required to pay an
additional 3.8% tax on, among other things, gains from the sale or other disposition of capital
assets and income generated by certain capital assets such as interest and dividends generally for
taxable years beginning after December 31, 2013. U.S. holders that are individuals, estates or
trusts should consult their tax advisors regarding the effect, if any, of this tax provision on their
exchange and the receipt, ownership and disposition of any consideration to be received under
the Plan.

Information Reporting and Backup Withholding.(l)

In general, a U.S. holder (other than certain exempt holders) will be subject to
information reporting requirements with respect to (i) payments made in connection with the
Plan, (ii) payments of principal, premium, and interest (including OID) paid in respect of, and
the proceeds from a sale, redemption or other disposition before maturity of, the New Second
Lien Facility, (iii) dividends and other taxable distributions paid in respect of, and the proceeds
from a sale or other disposition of, the Reorganized Holdings Equity Interests, (iv) payments and
distributions to the holders of Class A Trust Interests and Class B Trust Interests, and (v)
proceeds from a sale or other disposition of the New Warrants.  In addition, such a U.S. holder
may be subject to backup withholding (currently at a rate of 28%) on such payments if the U.S.
holder (i) fails to provide an accurate taxpayer identification number to the payor; (ii) has been
notified by the IRS of a failure to report all interest or dividends required to be shown on its
United States federal income tax returns; or (iii) in certain circumstances, fails to comply with
applicable certification requirements.  Backup withholding is not an additional tax.  Taxpayers
may use amounts withheld as a credit against their federal income tax liability or may claim a
refund of any excess amounts withheld by timely filing an appropriate claim for refund with the
IRS.  Certain persons are exempt from backup withholding, including, in certain circumstances,
corporations and financial institutions.

 (m) Bad Debt and/or Worthless Securities Deduction.

A holder who, under the Plan, receives in respect of a Claim an amount less than the
holder’s tax basis in the Claim may be entitled in the year of receipt (or in an earlier or later
year) to a bad debt deduction in some amount under section 166(a) of the Tax Code or a
worthless securities deduction under section 165 of the Tax Code. The rules governing the
character, timing and amount of bad debt or worthless securities deductions place considerable
emphasis on the facts and circumstances of the holder, the obligor and the instrument with
respect to which a deduction is claimed. Holders of Claims, therefore, are urged to consult their
tax advisors with respect to their ability to take such a deduction.
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13.3  Federal Income Tax Consequences to non-U.S. Holders of Claims

(a)  In General.

Subject to the discussions below regarding accrued and unpaid interest, backup
withholding and FATCA, a non-U.S. holder generally will not be subject to U.S. federal income
or withholding taxes with respect to any gain recognized on (i) the exchange of Allowed First
Lien Claims for its Pro Rata Share of 38.75% of the Reorganized Holdings Equity Interests and
the New Second Lien Facility, (ii) the exchange of Second Lien Claims for its Pro Rata Share of
38.75% of the Reorganized Holdings Equity Interests and the Class B Trust Interests, or (iii) the
exchange of General Unsecured Claims for its Pro Rata Share of the Class A Trust Interests
unless:

  •  the gain is effectively connected with the non-U.S. holder’s
conduct of a trade or business in the United States (and, if required by an applicable income tax
treaty, is attributable to a U.S. permanent establishment that such non-U.S. holder maintains or,
in the case of an individual, a fixed base in the U.S.), in which case the gain will be subject to tax
as discussed below under “—(f) Income Effectively Connected with a U.S. Trade or Business;”

  •  the non-U.S. holder is an individual present in the United States
for 183 days or more during the taxable year of the exchange and certain other conditions are
met, in which case the gain generally will be subject to tax at a rate of 30%; or

  •  in the case of holders of Convertible Note Claims (or other
options, warrants and equity interests) the non-U.S. holder meets certain ownership requirements
and the  Holdings had been a “United States real property holding corporation” (a “USRPHC”),
for U.S. federal income tax purposes at any time during the five-year period ending on the date
of the exchange or, if shorter, the non-U.S. holder’s holding period with respect to its Claims. If
Holdings was a USRPHC, such gain would be subject to tax at generally applicable U.S. federal
income tax rates. In addition, a non-U.S. holder would be subject to U.S. withholding tax at a
rate of 15% on the gross amount paid to such non-U.S. holder in respect of Convertible Note
Claims (or other options, warrants and equity interests). Holdings will be classified as a
USRPHC if the fair market value of its “United States real property interests” equals or exceeds
50% of the sum of the fair market value of its worldwide real property interests plus its other
assets used or held for use in a trade or business, as determined for U.S. federal income tax
purposes.  Holdings believes that it was not a USRPHC in 2014 or 2015 and, based on current 
business plans and operations, it should not become a USRPHC in the future.

(b)  Accrued and Unpaid Interest.

A portion of the consideration received by a non-U.S. holder in satisfaction of a Claim
pursuant to the Plan may be allocated to the portion of such Claim (if any) that represents
accrued but unpaid interest as discussed alone with respect to U.S. holders in “—(b) Allocation
of Consideration to Accrued Interest.”  To the extent an amount is treated as interest, it will be
subject to tax in the same manner as interest as described below under “—(c) Ownership and
Disposition of the New Second Lien Facility by non-U.S. Holders.”
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(c)  Ownership and Disposition of the New Second Lien Facility by non-U.S. 
Holders.

Interest and OID.  Stated interest on, and OID accrued with respect to, the New Second
Lien Facility constitute income from U.S. sources.  Except as discussed below under “—(g)
FATCA” and/or “—(h) Backup Withholding and Information Reporting,” a non-U.S. holder
generally will not be subject to U.S. federal income or withholding tax on any amount treated as
interest (including OID), if the interest is not effectively connected with a U.S. trade or business
(or, if required by an applicable income tax treaty, is not attributable to a U.S. permanent
establishment or, in the case of an individual, a fixed base), provided that the non-U.S. holder:

  •  does not actually or constructively own 10% or more of the total
combined voting power of all classes of the Reorganized Holdings Equity Interests entitled to
vote;

  •  is not a controlled foreign corporation that is related to
Reorganized Holdings (directly or indirectly) through stock ownership;

  •  is not a bank receiving interest on a loan entered into in the
ordinary course of its trade or business; and

  •  certifies to its non-U.S. status on a properly completed and
executed IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable.

If a non-U.S. holder cannot satisfy the requirements described above, payments treated as
interest made to the non-U.S. holder will be subject to a 30% U.S. federal withholding tax,
unless the non-U.S. holder establishes its eligibility for a reduced rate of withholding, or is able
to claim a valid exemption, under an applicable income tax treaty generally by providing a
properly completed and executed IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable,
upon which the non-U.S. holder certifies, under penalties of perjury, its status as a non-U.S.
person and its entitlement to the lower treaty rate or exemption from tax with respect to such
payments. A non-U.S. holder that is eligible for a reduced rate of U.S. withholding tax under a
tax treaty may also obtain a refund of any amounts withheld in excess of that rate by filing a
timely refund claim with the IRS.  For purposes of providing a properly completed and executed
IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable, special procedures are provided
under applicable Regulations for payments through qualified foreign intermediaries or certain
financial institutions that hold customers' securities in the ordinary course of their trade or
business.

Interest paid to a non-U.S. holder that is effectively connected with its conduct of a trade
or business within the United States will not be subject to U.S. federal income or withholding
tax, as described above, generally if the non-U.S. holder provides a properly completed and
executed IRS Form W-8ECI. Instead, such interest payment generally will be subject to U.S.
federal income tax as further discussed below under “—(f) Income Effectively Connected with a
U.S. Trade or Business.”
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Sale or Other Disposition.  Except as discussed below under “—(g) FATCA” and/or
“—(h) Backup Withholding and Information Reporting,” a non-U.S. holder generally will not be
subject to U.S. federal income or withholding tax with respect to any gain recognized on the
sale, redemption or other disposition of its share of the New Second Lien Facility in a taxable
transaction unless:

  •  the gain is effectively connected with the non-U.S. holder’s
conduct of a trade or business in the United States (and, if required by an applicable income tax
treaty, is attributable to a U.S. permanent establishment that such non-U.S. holder maintains or,
in the case of an individual, a fixed base in the U.S.), in which case the gain will be subject to tax
as discussed below under “—(f) Income Effectively Connected with a U.S. Trade or Business;”
or

  •  the non-U.S. holder is an individual present in the United States
for 183 days or more during the taxable year of the sale, redemption or other disposition and
certain other conditions are met, in which case the gain generally will be subject to tax at a rate
of 30%.

(d) Ownership and Disposition of the Reorganized Holdings Equity Interests by 
non-U.S. Holders.

Distributions.  In general, any distribution paid in respect of the Reorganized Holdings
Equity Interests to a non-U.S. holder that constitutes a dividend for U.S. federal income tax
purposes will be subject to a 30% U.S. federal withholding tax, unless the non-U.S. holder
establishes its eligibility for a reduced rate of withholding under an applicable income tax treaty
generally by providing an IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable, upon
which the non-U.S. holder certifies, under penalties of perjury, its status as a non-U.S. person
and its entitlement to the lower treaty rate or exemption from tax with respect to such payments.
A distribution paid in respect of the Reorganized Holdings Equity Interests will generally
constitute a dividend for U.S. federal income tax purposes to the extent the distribution is paid
out of current or accumulated earnings and profits, as determined under U.S. federal income tax
principles.  Any distribution not constituting a dividend will be treated first as reducing the
adjusted basis in the non-U.S. holder’s Reorganized Holdings Equity Interests and thereafter as
gain from the sale or exchange of Reorganized Holdings Equity Interests.

Dividends paid to a non-U.S. holder that are effectively connected with its conduct of a
trade or business within the United States will not be subject to U.S. federal income or
withholding tax, as described above, generally if the non-U.S. holder provides a properly
completed and executed IRS Form W-8ECI. Instead, such dividends generally will be subject to
U.S. federal income tax as further discussed below under “—(f) Income Effectively Connected
with a U.S. Trade or Business.”

Sale or Other Disposition of Reorganized Holdings Equity Interests. Except as discussed
below under “—(g) FATCA” and/or “—(h) Backup Withholding and Information Reporting,”
non-U.S. holders will generally not be subject to U.S. federal income or withholding tax on gain
recognized on the sale, exchange, redemption or other taxable disposition of Reorganized
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Holdings Equity Interests unless certain exceptions apply, as described above under “—(a) In
General.”

(e)  Ownership and Disposition of the New Warrants by non-U.S. Holders.

Except as discussed below under “—(g) FATCA” and/or “—(h) Backup Withholding and
Information Reporting,” non-U.S. holders generally will not be subject to U.S. federal income or
withholding tax on gain recognized on the sale, exchange, redemption or other taxable
disposition of New Warrants unless certain exceptions apply, as discussed above under “—(a) In
General.”

(f)   Income Effectively Connected with a U.S. Trade or Business.

If a non-U.S. holder is or was engaged in a trade or business in the United States and
interest, dividends or gain with respect to the Claims, New Second Lien Facility, Warrants, Class
A Trust Interests, Class B Trust Interests, or Reorganized Holdings Equity Interests is or was
effectively connected with the conduct of the non-U.S. holder’s trade or business, or, where a
U.S. income tax treaty applies, the non-U.S. holder maintains a U.S. permanent establishment
(or, in the case of an individual, a fixed base) to which the interest, dividends or gain is
attributable, the non-U.S. holder generally will be subject to U.S. federal income tax on a net
income basis on such interest, dividends or gain in the same manner as a U.S. holder, as
described above under “13.2 Federal Income Tax Consequences to U.S. Holders of Claims.” In
addition, if a non-U.S. holder is a corporation, the non-U.S. holder may be subject to a U.S.
branch profits tax with respect to its effectively connected earnings and profits attributable to
such interest, dividends or gain at a rate of 30%, unless a lower rate applies to the non-U.S.
holder under an applicable income tax treaty. Such interest or dividends will generally be exempt
from U.S. federal withholding tax if the non-U.S. holder claims the exemption by providing a
properly completed and executed IRS Form W-8ECI to the payer on or before the relevant
payment date.

(g)   FATCA.

In addition, Sections 1471 to 1474 of the Tax Code (“FATCA”) generally impose
withholding of 30% on certain payments to certain foreign entities (including financial
intermediaries), unless various U.S. information reporting, diligence, and certain other
requirements have been satisfied. Such payments will ultimately include U.S. source interest and
dividends, as well as gross proceeds (including principal payments) from the sale or other
disposition of debt or equity securities that can produce, respectively U.S. source interest or
dividends. FATCA withholding generally applies to payments of dividends and interest made
after June 30, 2014, and payments of gross proceeds made after December 31, 2018. If
withholding is required under FATCA on payments made to a holder, the holder likely will not
be entitled to receive any additional amounts with respect to any amounts withheld. Foreign
holders should consult their tax advisors regarding the possible implications of this legislation to
their particular circumstances.

(h)   Backup Withholding and Information Reporting.
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A non-U.S. holder not subject to U.S. federal income tax may nonetheless be subject to
backup withholding and information reporting with respect to interest paid on the Claims or New
Second Lien Facility, or dividends paid on the Reorganized Holdings Equity Interests and with
respect to amounts realized on the disposition of the Claims, New Second Lien Facility,
Warrants, Class A Trust Interests, Class B Trust Interests, or Reorganized Holdings Equity
Interests unless the non-U.S. holder provides the withholding agent with the applicable IRS
Form W-8.  Non-U.S. holders should consult their independent tax advisors as to their
qualifications for an exemption from backup withholding and the procedure for obtaining such
an exemption.

THE FOREGOING SUMMARY HAS BEEN PROVIDED FOR INFORMATIONAL
PURPOSES ONLY.  ALL HOLDERS OF CLAIMS ARE URGED TO CONSULT THEIR TAX
ADVISORS CONCERNING THE FEDERAL, STATE, LOCAL AND OTHER TAX
CONSEQUENCES APPLICABLE UNDER THE PLAN.

ARTICLE XIV.

RECOMMENDATION AND CONCLUSION

Chapter 11 of the Bankruptcy Code provides that, unless the terms of section 1129(b) of
the Bankruptcy Code are satisfied, for the Bankruptcy Court to confirm the Plan as a consensual
plan, the holders of Impaired Claims against the Debtors in each Class of Impaired Claims must
accept the Plan by the Requisite Acceptances set forth in the Bankruptcy Code.

The Debtors recommend that all holders of Claims entitled to do so, vote to accept the
Plan.  The boards of directors of each of the Debtors (collectively, the “Company Boards”), the
Debtors’ officers have reached this decision after considering available alternatives to the Plan
and their likely effect on the Debtors’ creditors, such as liquidation of the Debtors under chapter
7 of the Bankruptcy Code.  The Debtors determined, after consulting with their legal and
financial advisors, that the Plan, if consummated, will maximize the value of these Debtors’
estates for stakeholders, and such recovery will exceed any recovery under a hypothetical
chapter 7.   For all of these reasons, the Debtors’ officers and boards of directors support the Plan
and urge the holders of Claims entitled to vote on the Plan to accept and support it.

The Debtors believe that confirmation and implementation of the Plan is preferable to
any of the alternatives described herein because it will provide the greatest recovery to holders of
Claims.  Other alternatives would involve significant delay, uncertainty and substantial
administrative costs and are likely to reduce any return to creditors who hold Claims.  Further,
concessions the Debtors’ secured creditors are willing to make to provide recoveries to junior
creditors may not be available in an alternative plan structure.  The Debtors urge the holders of
Impaired Claims in Classes 2 , 3 and 5 who are entitled to vote on the Plan, to vote to accept the
Plan and to evidence such acceptance by returning their Ballots to the Voting Agent so that they
will be received not later than [●] (Eastern Time) on [●].  Please be reminded that the Voting
Agent must have original signatures on all Ballots; and that the Voting Agent will not accept
Ballots delivered by email or facsimile.
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[Signature Page follows.]
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Dated: February 9,March 16, 2016
New York, New York

Respectfully submitted,

RCS CAPITAL CORPORATION, on behalf of
itself and its affiliated Debtors

By: /s/ David Orlofsky  
David Orlofsky
Chief Restructuring Officer

DECHERT LLP

1095 Avenue of the Americas
New York, NY 10036
(212) 698-3500

YOUNG CONAWAY STARGATT & TAYLOR, LLP

Rodney Square
1000 North King Street
Wilmington, DE 19801
(302) 571-6600

Proposed Attorneys for the Debtors and
Debtors in Possession

[Signature Page to Disclosure Statement]
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