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L INTRODUCTION

The Debtor, Taraz Kooh, LLC, submits this disclosure statement (the “Disclosure
Statement”) pursuant to section 1125 of the Bankruptcy Code to Holders of Claims against and
Interests in the Debtor in connection with (i) the solicitation of acceptances of the Plan of
Reorganization, dated November, 12, 2010 (the “Plan”), and (ii) the hearing to consider
confirmation of the Plan scheduled for [ ] 2011, at [ ].m., (the “Confirmation
Hearing”). Unless otherwise defined herein, all capitalized terms contained herein have the -
meanings ascribed to them in the Plan.

A. Background :

1. In General

The Debtor is the owner of a 294 room hotel property located at 1981 North Central
Expressway, Richardson, Texas 75080 (the “Hotel”). The Hotel operates under the DoubleTree
flag pursuant to a franchise license agreement between the Debtor as licensee and Doubletree
Franchise, LLC, a subsidiary of the Hilton Hotels Corporation, as licensor (“Doubletree License
Agreement”).

The Debtor acquired the Hotel on February 1, 2008 for a purchase price of $20 million.
The purchase price was financed through a secured loan of $16,785,000 from Column Financial,
Inc. and approximately $4.5 million in equity capital provided by the Debtor’s owners. At the
time the Debtor acquired the Hotel, the Hotel was operated under the Radisson flag.

2. Events Leading to Chapter 11 Filing

Since the Debtor’s acquisition of the Hotel, the Debtor has endeavored to improve the t
Hotel’s physical plant and operations. As part of that effort, the Debtor commissioned a :
marketing study of the Hotel and its peer competition in its geographic market. As a result of
that study, the Debtor determined in the early fall of 2008, that in order to preserve and improve t

the value of the Hotel it would be necessary to re-brand the Hotel. Accordingly, the Debtor
began the process that ultimately led to entry into the Doubletree License Agreement. To meet
the Doubletree standards, the Debtor was required to perform certain PIP work on the Hotel. In
order to fund the PIP work, the Debtor obtained loans from its two principal owners.
Approximately 1.5 million dollars was loaned to the Debtor by its principal owners on an
unsecured basis for the improvement of the property necessary to satisfy the PIP requirements
required for the Doubletree License Agreement.

The re-flagging process, and the operational benefits that could be derived from it, were
delayed substantially by the Trustee’s loan servicer, which was very dilatory in considering and
responding to the Debtor’s request for approval to re-flag the Hotel.

Unfortunately, just as the extensive updating, renovations and remodeling in connection
with the re-flagging process commenced, the downturn in the U.S. economy accelerated and
correspondingly, both business and leisure travel suffered precipitous declines. U.S. revpar, a
measure of occupancy and room revenue that is considered a barometer of the lodging industry

1
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health fell 17% in 2009. In that regard, the Hotel, like virtually every hotel in this market, as
well as in other large urban markets in the country, experienced a substantial decrease in
occupancy rates and overall revenues.

In July of 2009, the Debtor was no longer able to generate sufficient revenues to pay debt
service in connection with the first lien debt. In response to the foregoing business conditions,
Debtor’s current management decided to restructure the Debtor’s business operations.

The Debtor filed a voluntary petition for relief under chapter 11 of Title 11 of the United
States Code (the “Bankruptcy Code™) on March 14, 2010 in the United States Bankruptcy Court
for the Northern District Of Texas, Dallas Division (the “Court”), Case No. 10-31814 (the
“Chapter 11 Case”). The Debtor continues to operate its business and manage its affairs as
debtor and debtor-in-possession pursuant to sections 1107(a) and 1108 of the title 11, United
States Bankruptcy Code. No trustee or examiner has been appointed in the Chapter 11 Case.

B. Purpose of this Document

The Bankruptcy Code requires that the party or parties proposing a chapter 11 plan
prepare and file with the Court a document called a “disclosure statement.” THE DOCUMENT
YOU ARE READING IS THAT DISCLOSURE STATEMENT (THE “DISCLOSURE
STATEMENT”) FOR THE PLAN. THIS DISCLOSURE STATEMENT INCLUDES ALL OF
THE EXHIBITS TO THIS DISCLOSURE STATEMENT WHICH ARE INCORPORATED
INTO THIS DISCLOSURE STATEMENT.

This Disclosure Statement summarizes the contents of the Plan and describes certain
information relating to the Plan and the process the Court follows in determining whether to
confirm the Plan. This Disclosure Statement describes the Debtor, its assets, liabilities, and
financial performance, and contains a summary and analysis of the Plan.

On , 2010, after notice and a hearing, the Court signed the Disclosure
Statement Order, a copy of which is attached hereto as Exhibit _, approving this Disclosure
Statement as containing adequate information of a kind and in sufficient detail 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
COURT AS TO THE FAIRNESS OR MERITS OF THE PLAN.

All Holders of Claims and Interests should review this Disclosure Statement and the Plan
before voting to accept or reject the Plan. If there are any inconsistencies between the Plan and
this Disclosure Statement, the Plan provisions will govern.

READ THIS DISCLOSURE STATEMENT CAREFULLY TO LEARN:

(1) WHO CAN VOTE ON OR OBJECT TO THE PLAN;

2) WHAT THE TREATMENT OF YOUR CLAIM OR INTEREST IS (i.e., what
your claim or interest will receive if the Plan is confirmed) AND HOW THIS
TREATMENT COMPARES TO WHAT YOUR CLAIM OR INTEREST
WOULD RECEIVE IN A CHAPTER 7 LIQUIDATION;

2
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(3) THE HISTORY OF THE DEBTOR AND SIGNIFICANT EVENTS DURING
THE BANKRUPTCY;

4) WHAT THE COURT WILL LOOK AT TO DECIDE WHETHER TO
CONFIRM THE PLAN;

(5) THE EFFECT OF CONFIRMATION; AND
(6) WHETHER THE PLAN IS FEASIBLE.

THE DISCLOSURE STATEMENT CANNOT ADVISE YOU ABOUT YOUR
RIGHTS. YOU SHOULD CONSULT YOUR OWN ATTORNEY TO OBTAIN MORE
SPECIFIC ADVICE ON HOW THE PLAN WILL AFFECT YOU AND YOUR BEST
COURSE OF ACTION.

THE COURT HAS NOT YET CONFIRMED THE PLAN. IN OTHER WORDS, THE
TERMS OF THE PLAN ARE NOT YET BINDING ON ANYONE. HOWEVER, IF THE
COURT LATER CONFIRMS THE PLAN, THEN THE PLAN WILL BE BINDING ON ALL
CREDITORS AND INTEREST HOLDERS IN THIS CASE.

C. Holders of Claims or Interests Allowed to Vote

Pursuant to the provisions of the Bankruptcy Code, only Holders of Allowed Claims or
Equity Interests in Classes of Claims or Interests that are impaired and that are in a Class that
will receive a distribution under the Plan are entitled to vote to accept or reject a proposed
chapter 11 plan. Classes of Claims or Equity Interests in which the Holders of Claims or Equity
Interests are unimpaired under a chapter 11 plan are deemed to have accepted the Plan and are
not entitled to vote to accept or reject the Plan. Classes of Claims or Interests that receive no
distribution on account of their Claims or Interests are deemed to have rejected the Plan and are
not entitled to vote to accept or reject the Plan. A listing of the Classes that are entitled to vote is
contained in Section V.A of this Disclosure Statement.

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 in dollar amount and more than one-half in
number of the claims that cast ballots for acceptance or rejection of the plan. Acceptance of a
plan by a class of interests requires acceptance by at least two-thirds of the number of shares in
such class that cast ballots for acceptance or rejection of the plan.

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. Under that section, 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.

D. Deadlines for Voting On and Objecting to The Plan: Date of Plan Confirmation

Hearin
1. Time and Place of the Confirmation Hearing. The hearing at which the
Court will determine whether or not to confirm the Plan will take place on , 2011,
at _ m. in the Courtroom of the Honorable Barbara J. Houser, Chief United States
3
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Bankruptcy Judge for the Northern District of Texas, Dallas Division. The Confirmation
Hearing may be adjourned from time to time by the Court without further notice except for
announcement of the adjournment date made at the Confirmation Hearing or at any subsequent
adjourned Confirmation Hearing.

2. Deadline for Voting For or Against the Plan. If you are entitled to vote, it
is in your best interest to vote timely on the enclosed ballot (the “Ballot”) and return the Ballot in
the enclosed envelope to:

MCGUIRE, CRADDOCK & STROTHER, P.C.
2501 N. Harwood

Suite 1800

Dallas, Texas 75201

Attn: Julia M. Appleton

Your ballot must be received by 5:00 p.m., prevailing Central Time, on
, 2011, or it will not be counted. If you are a Holder of a Claim or Interest
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 procedure for voting on the Plan, please
contact Julia M. Appleton, McGuire, Craddock & Strother, P.C., 2501 N. Harwood, Suite 1800,
Dallas, Texas 75201, ((214) 954-6813).

If you hold Claims in more than one Class entitled to vote on the Plan, you will
receive separate Ballots that must be used for each separate Class of Claims.

3. Deadline for Objecting to Confirmation of the Plan. Objections to the
confirmation of the Plan must be filed with the Court and delivered to (a) Counsel for the Debtor,
J. Mark Chevallier, Esq., and James G. Rea, Esq., McGuire, Craddock & Strother, P.C., 2501 N.
Harwood, Suite 1800, Dallas, Texas 75201 on or before , 2011 at p.m.
(CST).

4, Administrative Claims Bar Date. As set forth in the Confirmation Hearing
Notice, all applications for allowance or payment of Administrative Claims against the Debtor,
except applications for compensation of professionals retained pursuant to sections 327 or 1103
of the Bankruptcy Code for services rendered and for reimbursement of expenses incurred on or
after the Petition Date and on or before the date of the Confirmation Hearing, including for
substantial contribution under section 503(b)(3)(D) of the Bankruptcy Code, shall be filed not
later than ten (10) days after the Effective Date. ANY SUCH CLAIM NOT FILED WITHIN
THIS DEADLINE SHALL BE FOREVER BARRED.

5. Identity of Persons to Contact for More Information Regarding the Plan.
Any Person desiring further information about the Plan should contact Debtor’s counsel: J.
Mark Chevallier or James G. Rea, McGuire, Craddock & Strother, P.C., 2501 N. Harwood, Suite
1800, Dallas, Texas 75201; Telephone (214) 954-6800; Telecopy (214) 954-6850.

741580v3
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E. Disclaimer.

NOTHING CONTAINED IN THIS DISCLOSURE STATEMENT IS OR
SHALL BE DEEMED TO BE AN ADMISSION OR STATEMENT AGAINST INTEREST BY
THE DEBTOR FOR PURPOSES OF ANY PENDING OR FUTURE MATTER OR
PROCEEDING.

ALTHOUGH THE ATTORNEYS AND OTHER PROFESSIONALS
EMPLOYED BY THE DEBTOR HAVE ASSISTED IN THE PREPARATION OF THIS
DISCLOSURE STATEMENT BASED UPON FACTUAL INFORMATION AND
ASSUMPTIONS PROVIDED BY THE DEBTOR AND OTHERS, THEY HAVE NOT
INDEPENDENTLY  VERIFIED SUCH INFORMATION AND MAKE NO
REPRESENTATIONS AS TO THE ACCURACY THEREOF. THE ATTORNEYS AND
OTHER PROFESSIONALS EMPLOYED BY THE DEBTOR SHALL HAVE NO LIABILITY
FOR THE INFORMATION IN THE DISCLOSURE STATEMENT.

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN
ACCORDANCE WITH SECTION 1125 OF THE BANKRUPTCY CODE AND NOT IN
ACCORDANCE WITH FEDERAL OR STATE SECURITIES LAWS OR OTHER
APPLICABLE NON-BANKRUPTCY LAW. PERSONS HOLDING OR TRADING IN OR
OTHERWISE PURCHASING, SELLING OR TRANSFERRING CLAIMS AGAINST, OR
INTERESTS IN, THE DEBTOR SHOULD EVALUATE THIS DISCLOSURE STATEMENT
IN LIGHT OF THE PURPOSE FOR WHICH IT WAS PREPARED. THIS DISCLOSURE
STATEMENT HAS NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION (“SEC”), NOR HAS THE SEC PASSED UPON THE
ACCURACY OR ADEQUACY OF THE STATEMENTS CONTAINED HEREIN.

THE DEBTOR HAS NOT AUTHORIZED ANY PERSON TO GIVE ANY
INFORMATION OR MAKE ANY REPRESENTATION, OTHER THAN THE
INFORMATION AND REPRESENTATIONS CONTAINED IN THIS DISCLOSURE
STATEMENT AND ANY ACCOMPANYING RECOMMENDATION LETTER,
REGARDING THE PLAN OR THE SOLICITATION OF ITS ACCEPTANCE.

The financial data relied upon in formulating the Plan is based entirely on the
Debtor’s books and records. The liquidation analysis, estimates, and other financial information
referenced in this Disclosure Statement and attached hereto as Exhibits have been developed
with the assistance of the professional advisors employed by the Debtor. Although these
professional advisors assisted in the preparation of this Disclosure Statement, in doing so such
professionals relied upon factual information and assumptions regarding financial, business and
accounting data provided by the Debtor and third parties, much of which information has not
been audited. The professional advisors of the Debtor have not independently verified such
information and, accordingly, make no representations or warranties as to its accuracy.
Moreover, although reasonable efforts have been made to provide accurate information, the
Debtor cannot warrant or represent that the information in this Disclosure Statement, including
any and all financial information, is without inaccuracy or omissions, or that actual values or
distributions will comport with the estimates set forth herein. No entity may rely upon the Plan
or the Disclosure Statement or any of the accompanying Exhibits for any purpose other than to

741580v3
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determine whether to vote in favor of or against the Plan. The Debtor represents that everything
stated in this Disclosure Statement is true to the best of its knowledge.

The discussion in this Disclosure Statement may contain “forward looking
statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Such
statements consist of any statement other than a recitation of historical fact and can be identified
by the use of forward-looking terminology such as “may,” “expect,” “anticipate,” “estimate,” or
“continue,” or the negative thereof, or other variations thereon or comparable terminology. The i
reader is cautioned that all forward looking statements are necessarily speculative and there are
certain risks and uncertainties that could cause actual events or results to differ materially from
those referred to in such forward looking statements. The liquidation analysis, distribution
projections, and other information are estimates only, and the timing and amount of actual
distributions to Holders of Claims or Interests may be affected by many factors that cannot be
predicted.

F. Plan Overview.

THE FOLLOWING IS A SUMMARY OF CERTAIN INFORMATION
CONTAINED ELSEWHERE IN THIS DISCLOSURE STATEMENT. REFERENCE IS
MADE TO, AND THIS SUMMARY IS QUALIFIED IN ITS ENTIRETY BY, THE MORE
DETAILED INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT AND IN
THE PLAN. IN THE EVENT OF ANY INCONSISTENCY BETWEEN THIS SUMMARY
AND THE PLAN, THE PLAN WILL CONTROL. FOR A MORE DETAILED SUMMARY
OF THE PLAN, SEE ARTICLE IV OF THIS DISCLOSURE STATEMENT.

ALL HOLDERS OF CLAIMS AND INTERESTS ARE ADVISED AND H
ENCOURAGED TO READ THIS DISCLOSURE STATEMENT AND THE PLAN IN THEIR
ENTIRETY BEFORE DECIDING WHETHER TO OBJECT TO CONFIRMATION OF THE
PLAN AND WHETHER TO VOTE TO ACCEPT OR REJECT THE PLAN. ALL
SUMMARIES CONTAINED IN AND STATEMENTS MADE IN THIS DISCLOSURE
STATEMENT ARE QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO SUCH
DOCUMENTS, OTHER EXHIBITS HERETO, AND OTHER DOCUMENTS REFERENCED
AS FILED WITH THE COURT. THIS DISCLOSURE STATEMENT WILL NOT BE
UPDATED AFTER COURT APPROVAL AND, SUBSEQUENT TO THE DATE HEREOF,
THERE CAN BE NO ASSURANCE THAT (A) THE INFORMATION AND
REPRESENTATIONS CONTAINED HEREIN ARE MATERIALLY ACCURATE; OR (B)
THIS DISCLOSURE STATEMENT CONTAINS ALL MATERIAL INFORMATION.

1. Plan Summary. The Debtor’s Plan is a Chapter 11 Plan of Reorganization.
Under the Plan, the Reorganized Debtor will continue in business in a form and manner
substantially similar to Debtor’s pre-petition business practices.

Under the terms of the Plan, the Claim of Wells Fargo will be fully satisfied by
the issuance of the New Wells Fargo Note.! There shall be applied and credited against the

! Interest Rate - 5.5% per annum

Monthly Payment - Interest Only
Maturity Date - 3 years following the Effective Date s
Collateral - First Lien Deed of Trust and Security Agreement; Assignment of Rents

6
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Claim of Wells Fargo (i) the escrowed funds held by Wells Fargo in the "Other Escrow" account
in the amount of $258,448 (ii) all "adequate protection" payments made by the Debtor to Wells
Fargo during the pendency of the Chapter 11 Case to the Effective Date of the Plan; and (iii) the
net proceeds from the sale of the outparcel in the amount of $139,000. The New Wells Fargo
Note shall be secured by the collateral which secures the existing Wells Fargo Note, except to
the extent that any such property is remitted to or retained by Wells Fargo under the terms of the
Plan. The Reorganized Debtor will remit to Wells Fargo a monthly amount to be held and used
to pay all ad valorem taxes on the property of the Reorganized Debtor at such time as those taxes
are due and payable under applicable non-bankruptcy law. No other escrows held by Wells
Fargo shall be required. The New Wells Fargo Note shall be subject to a dollar for dollar offset
and credit to the extent of any damages awarded by a final judgment in favor of the Debtor in the
Wells Fargo Adversary. The Reorganized Debtor shall include in the Plan Supplement the New
Wells Fargo Note and other collateral documents necessary to conform and give full legal effect
to the terms, conditions, provisions and purposes of the Plan. The Secured Claims of Chase
Bank and Ford Motor Credit will be paid according to the terms of the pre-petition loan and
security agreements. In addition, unsecured creditors (other than those holding Insider Claims)
will be paid 75% of the allowed amount of their claims, without interest, in eight (8) equal
quarterly installments commencing on the first day of the first month following the Effective
Date. The Insider Claims of Alireza Morirahimi and Parvin Mosavi will be subordinated to
General Unsecured Claims and shall not receive any distributions on account of their Insider
Claims from the Reorganized Debtor until all senior claims are paid pursuant to the terms of the
Plan. Equity Interest Holders shall retain their membership interests in the Reorganized Debtor,
provided, however, that no distribution shall be made on account of such interests until all
payments are made as provided in the Plan. In accordance with section 1123(a)(1) of the
Bankruptcy Code, Administrative Claims and Secured Tax Claims are not classified. 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. A Claim is also placed in a
particular Class for the purpose of receiving distributions pursuant to the Plan only to the extent
that such Claim is an Allowed Claim in that Class and such Claim has not been paid, released, or
otherwise settled prior to the Confirmation Date.

1L BACKGROUND

A. Description of the Debtor and the Debtor’s Business.

1. History and General Overview. The Debtor is the owner of a 294 room
hotel property located at 1981 North Central Expressway, Richardson, Texas 75080 (the
“Hotel”). The Hotel operates under the Doubletree License Agreement.

The Debtor acquired the Hotel on February 1, 2008 for a purchase price of $20
million. The purchase price was financed through a secured loan of $16,785,000 from Column
Financial, Inc. and approximately $4.5 million in equity capital provided by the Debtor’s owners.
At the time the Debtor acquired the Hotel, the Hotel was operated under the Radisson flag.

741580v3
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Since the Debtor’s acquisition of the Hotel, the Debtor has endeavored to improve
the Hotel’s physical plant and operations. As part of that effort, the Debtor commissioned a
marketing study of the Hotel and its peer competition in its geographic market. As a result of
that study, the Debtor determined in the early fall of 2008, that in order to preserve and improve
the value of the Hotel it would be necessary to re-brand the Hotel. Accordingly, the Debtor
began the process that ultimately led to entry into the Doubletree License Agreement. To meet
the Doubletree standards, the Debtor was required to perform certain PIP work on the Hotel. In
order to fund the PIP work, the Debtor obtained loans from its two principal owners.
Approximately 1.5 million dollars was loaned to the Debtor by its principal owners on an
unsecured basis for the improvement of the property necessary to satisfy the PIP requirements
required for the Doubletree License Agreement.

The re-flagging process, and the operational benefits that could be derived from it,
were delayed substantially by the Trustee’s loan servicer, which was very dilatory in considering
and responding to the Debtor’s request for approval to re-flag the Hotel.

Unfortunately, just as the extensive updating, renovations and remodeling in
connection with the re-flagging process had commenced, the downturn in the U.S. economy
accelerated and correspondingly, both business and leisure travel suffered precipitous declines.
U.S. revpar, a measure of occupancy and room revenue that is considered a barometer of the
lodging industry health fell 17% in 2009. In that regard, the Hotel, like virtually every hotel in
this market, as well as in other large urban markets in the country, experienced a substantial
decrease in occupancy rates and overall revenues.

Accordingly, in July of 2009, the Debtor was no longer able to generate sufficient
revenues to pay debt service in connection with the first lien debt.

Key Bank, which was the original servicer under the terms of the CMBS
indebtedness which was used to acquire the Hotel, eventually turned over servicing on the loan
to the special servicer, Midland Financial Services.

In turn, Midland and the Debtor have engaged in extensive discussions to try to
reach terms on a possible work out and restructuring of the Hotel operations. Beginning in
January of 2010, Midland initiated proceedings seeking to have a receiver appointed for the
Hotel. The Debtor and Midland continued in negotiations but ultimately were unable to reach an
agreement and Midland scheduled its Application for Appointment of Receiver for hearing on
March 15, 2010.

Believing that a state court receivership proceeding is simply inadequate for the
purpose of accomplishing an overall restructuring of the Hotel’s capital structure and preserving
the business as a going concern, the Debtor determined that its most prudent course of action was
to initiate this Chapter 11 proceeding. Accordingly, on March 14, 2010, the Debtor filed this
chapter 11 bankruptcy case.
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On May 28, 2010, the Debtor filed its Original Complaint in the Bankruptcy
Court (the “Complaint”) against Wells Fargo,” Key Bank, the master servicer, and Midland, the
special servicer (collectively, the “Defendants”), under Adversary Case No. 10-3147 (the “Wells
Fargo Adversary”). In its Complaint, the Debtor contends that the Defendants unlawfully
delayed and obstructed the Debtor’s efforts to rebrand the Hotel as a DoubleTree hotel. Cowles
& Thompson, P.C. is representing the Debtor as special litigation counsel in the Wells Fargo
Adversary. A copy of the Complaint and any other pleadings in the Wells Fargo Adversary may
be obtained by contacting the Debtor’s counsel, McGuire, Craddock & Strother, P.C., at 214-
954-6813. The Wells Fargo Adversary is currently scheduled for trial docket call on April 5,
2011.

2. Ownership. Debtor is owned by Alireza Morirahimi and Parvin Mosavi
(70%) and Oscar and Soria Bakhtiari (30%).

3. Management. Alireza Morirahimi, Vice President of Farvardeen, Inc.,
Manager of Debtor. Mr. Morirahimi is responsible for overseeing all aspects of the Debtor’s
operation.

B. Financial Overview. The Debtor’s primary assets consist of the Hotel property
and related FF&E described above, and cash on hand of approximately $420,000 (encumbered
by the liens of Noteholder), not including escrow balances held by Wells Fargo.

C. Significant Funded Indebtedness. The Debtor’s main liabilities include: (i)
$16,503,721.21 (as of the Petition Date) in principal plus accrued interest and other charges
arising under the first lien CMBS loan now held by Wells Fargo; (ii) $670,000.00 representing
the approximate gross balance due under two separate five year lease agreements between the
Debtor as lessee and Vendor Capital Group as lessor for furniture and fixtures obtained as part of
the upgrades necessary to obtain the Doubletree license; (iii) approximately $140,000 owed to
Doubletree Franchise, LLC under a May 8, 2009 License Agreement; (iv) approximately
$200,000 in general trade accounts payable and (v) approximately $1,500,000 of insider loans to
pay for part of the PIP requirements and to acquire an unimproved lot adjacent to the Hotel.

I11. SIGNIFICANT EVENTS DURING THE DEBTOR’S CHAPTER 11 CASE

The Debtor filed a voluntary petition for relief under chapter 11 of the United States
Bankruptcy Code on March 14, 2010 (the “Petition Date”). At that point, all actions and
proceedings against the Debtor and all acts to obtain property from the Debtor were stayed under
section 362 of the Bankruptcy Code. The Debtor continues to operate its businesses and manage
its properties as debtor-in-possession pursuant to sections 1107(a) and 1108 of the Bankruptcy
Code. No trustee or examiner has been appointed in the bankruptcy case.

A. First-Day Orders. Shortly after the Petition Date, several orders were entered, as
is typical in medium to large chapter 11 cases, including authorization of: (i) payment of pre-
petition employee compensation, (ii) payment of pre-petition sales and use and hotel occupancy

2 As trustee for the registered holders of Credit Suisse First Boston Mortgage Securities Corp., Commercial

Mortgage Pass-Through Certificates, Series 2008-Cl1, the primary Secured Claimant of the Debtor.

9
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taxes, and (iii) an interim order authorizing the use of cash collateral and granting adequate
protection.

———

B. Advisors to the Debtor. The Debtor retained McGuire, Craddock & Strother, P.C.
as its bankruptcy counsel. The Debtor retained Cowles & Thompson, P.C. as its special
litigation counsel in the Wells Fargo Adversary.

C. Significant Court Orders. Although the Debtor is authorized to operate its
business as debtor-in-possession, it may not engage in transactions outside the ordinary course of
business without approval of the Court after notice and opportunity for a hearing as provided for
in the Code and Bankruptcy Rules. On and after the Petition Date, the Debtor sought and
obtained from the Court certain orders that are of particular importance in the operation of the
Debtor’s businesses during the pendency of the Chapter 11 Case, including orders:

» authorizing the use of cash collateral,

= authorizing the employment and compensation of professionals utilized by the
Debtor in the ordinary course of business;

= authorizing the retention of bankruptcy-related professionals and establishing
payment procedures for such professionals;

» authorizing payments to employees of accrued pre-petition wages, salaries and #
benefits;

= prohibiting utilities from altering, refusing or discontinuing services on
account of pre-petition invoices and establishing procedures for determining |
requests for additional adequate assurance of payment;

= authorizing payment of certain pre-petition sales and use and hotel occupancy
taxes;

» authorizing the sale of a .95 acre unimproved tract of land to MobileComm
Ventures, LLC for $225,000; and

= authorizing the use of approximately $70,000 to fund the construction of a
fitness center at the Hotel.

D. Creditor-Related Activities. On March 22, 2010, the Debtor mailed a Notice of
Chapter 11 Bankruptcy Case, Meeting of Creditors, and Deadlines and Proof of Claim Form to
all known and potential creditors of the Debtor.

E. Filing of Schedules and Statements of Financial Affairs. On April 9, 2010, the
Debtor filed Schedules and Statements of Financial Affairs with the Court, describing the
Debtor’s assets, liabilities, and unexpired leases and executory contracts.

F. Claims Process.

1 #
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1. Claims Bar Date and Proofs of Claim. On March 16, 2010, the Court
established the general deadline for filing proofs of claim against the Debtor (the “Bar Date”) as
July 12, 2010 for prepetition claims not listed on the Debtor’s Schedules or that were listed as
contingent, unliquidated, or disputed. The Debtor estimates the total of Unsecured Claims,
including lease and executory contract rejection claims, will be approximately $200,000. This
estimate takes into account claims listed as contingent, unliquidated, or disputed, but each

creditor with such a claim must file a proof of claim in order to receive any distribution under the
Plan.

2. Claims Objections and Claims Resolution. The Debtor is in the process of
preparing objections to certain Claims. Depending on the outcome of these objections, the actual
ultimate aggregate amount of Allowed Claims may differ from the above estimate. Accordingly,
the amount, if any, of the distribution that will ultimately be received by any particular Holder of
a Claim may be affected by the outcome of the Claims resolution process.

3. Preparation of Claims Estimates. The Debtor has engaged in reviewing
and analyzing the Claims asserted in this case. As a result of these efforts, substantial progress
has been made in (a)reconciling the amount and classification of outstanding Claims and
(b) asserting and prosecuting objections to Claims. In addition, the Debtor has, among other |
things, (i) identified Claims or categories of Claims for future resolution and (ii) identified
existing or potential Claims disputes.

Through these various activities, the Debtor has developed estimates of Allowed
Claims in each Class established under the Plan. The Debtor has prepared these estimates based
primarily on the following: (a) the outcome of Claim reconciliations and Claim objections to
date, (b) projections based on anticipated future Claim reconciliations and Claim objections,
(c) the comparison of asserted Claims against the Debtor’s books and records, (d) the Debtor’s
experience in reconciling Claims prior to and following the commencement of the Chapter 11
Case, () the historical experience of the Debtor’s professionals in other chapter 11 cases, (f) an
analysis of the litigation risks associated with Disputed Claims, and (g) other legal and factual
analyses unique to particular types of Claims.

The Debtor’s estimate of Allowed Claims is identified later in this Disclosure
Statement and form the basis of projected recoveries for each Class. Notwithstanding the
Debtor’s substantial efforts in developing its Claims estimates, the preparation of such estimates
is inherently uncertain, and accordingly there is no assurance that such estimates will accurately
predict the actual amount of Allowed Claims in this case. As a result, the actual amount of
Allowed Claims may differ significantly from the Debtor’s claims estimates contained herein.

G. Current Management of the Debtor. The Debtor’s current management is
comprised of Alireza Morihimi, Vice President and Director of Farvardeen, Inc, Manager of the
Debtor. The Debtor anticipates that Alireza Morihimi will continue to act in this role until and
after the Effective Date.

IV.  THE PLAN OF REORGANIZATION

THE DISCUSSION OF THE PLAN SET FORTH BELOW IS QUALIFIED IN ITS
ENTIRETY BY REFERENCE TO THE MORE DETAILED PROVISIONS SET FORTH IN

11
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THE PLAN AND THE OTHER EXHIBITS AND SCHEDULES TO THIS DISCLOSURE
STATEMENT, THE TERMS OF WHICH ARE CONTROLLING. HOLDERS OF CLAIMS
OR INTERESTS AND OTHER INTERESTED PARTIES ARE URGED TO READ THE
PLAN AND THE EXHIBITS AND SCHEDULES TO THIS DISCLOSURE STATEMENT IN
THEIR ENTIRETY SO THAT THEY MAY MAKE AN INFORMED JUDGMENT
CONFIRMING THE PLAN.

A. Summary of Payments to Creditors and Interest Holders.

Under the terms of the Plan, the Claim of Wells Fargo will be fully satisfied by
the issuance of the New Wells Fargo Note. There shall be applied and credited against the Claim
of Wells Fargo (i) the escrowed funds held by Wells Fargo in the "Other Escrow" account in the
amount of $258,448 (ii) all "adequate protection" payments made by the Debtor to Wells Fargo
during the pendency of the Chapter 11 Case to the Effective Date of the Plan; and (iii) the net
proceeds from the sale of the outparcel in the amount of $139,000. The New Wells Fargo Note
shall be secured by the collateral which secures the existing Wells Fargo Note, except to the
extent that any such property is remitted to or retained by Wells Fargo under the terms of the
Plan. The Reorganized Debtor will remit to Wells Fargo a monthly amount to be held and used
to pay all ad valorem taxes on the property of the Reorganized Debtor at such time as those taxes
are due and payable under applicable non-bankruptcy law. No other escrows held by Wells
Fargo shall be required. The New Wells Fargo Note shall be subject to a dollar for dollar offset
and credit to the extent of any damages awarded by a final judgment in favor of the Debtor in the
Wells Fargo Adversary. The Reorganized Debtor shall include in the Plan Supplement the New
Wells Fargo Note and other collateral documents necessary to conform and give full legal effect
to the terms, conditions, provisions and purposes of the Plan. The Secured Claims of Chase
Bank and Ford Motor Credit will be paid according to the terms of the pre-petition loan and
security agreements. In addition, unsecured creditors (other than those holding Insider Claims)
will be paid 75% of the allowed amount of their claims, without interest, in eight (8) equal
quarterly installments commencing on the first day of the first month following the Effective
Date. The Insider Claims of Alireza Morirahimi and Parvin Mosavi will be subordinated to
General Unsecured Claims and shall not receive any distributions on account of their Insider
Claims from the Reorganized Debtor until all senior claims are paid pursuant to the terms of the
Plan. Equity Interest Holders shall retain their membership interests in the Reorganized Debtor,
provided, however, that no distribution shall be made on account of such interests until all
payments are made as provided in the Plan. In accordance with section 1123(a)(1) of the
Bankruptcy Code, Administrative Claims and Secured Tax Claims are not classified. 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. A Claim is also placed in a
particular Class for the purpose of receiving distributions pursuant to the Plan only to the extent
that such Claim is an Allowed Claim in that Class and such Claim has not been paid, released, or
otherwise settled prior to the Confirmation Date.

1. Information in Exhibits to the Plan. All of the information set forth in this
Disclosure Statement and the Exhibits to the Plan is subject to the Disclaimer set forth in Article
LE herein.
12
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The information summarized in Exhibits to the Plan (the “Summary Exhibits”) is
based on financial data from the Debtor’s books and records. The Summary Exhibits reference
the assets and liabilities indicated in the Debtor’s balance sheet as of November, 2010. The
amounts shown for unsecured claims in the Summary Exhibits are based upon the Debtor’s
estimates of such claims. The Summary Exhibits include cash and cash equivalents representing
Cash on hand as of November, 2010.

Included in the Summary Exhibits is the Debtor’s Projected Liquidation Value
Analysis, which estimates the recovery for unsecured creditors should the Estate be liquidated.

2. Distributions. The chart below sets forth the estimated distributions to
holders of Claims and Interests in the event that the Plan becomes effective:

ALTHOUGH THE DEBTOR BELIEVES THAT THE ESTIMATED
PERCENTAGE RECOVERIES ARE REASONABLE AND WITHIN THE RANGE OF
ASSUMED RECOVERY USED IN PREPARATION OF THE PLAN, THERE IS NO
ASSURANCE THAT THE ACTUAL AMOUNTS OF ALLOWED CLAIMS IN EACH CLASS
WILL NOT MATERIALLY EXCEED THE ESTIMATED AGGREGATE AMOUNTS
SHOWN IN THE TABLE BELOW. The actual recoveries under the Plan by a Creditor will be
dependent upon a variety of factors including, but not limited to, whether, and in what amount,
contingent claims against the Debtor become non-contingent and fixed and whether, and to what
extent, Disputed Claims are resolved in favor of the Debtor.

Accordingly, no representation can be or is being made with respect to whether
the estimated percentage recoveries shown in the table below will be realized by the holder of an
Allowed Claim in any particular Class.

Proponent’s
Estimate of Amount
Description of Allowed Claims
Class of Class Impaired Treatment of Claims and Estimated
Percentage Recovery
Class 1 | Secured Claim of Secured Yes The Claim of Wells Fargo will be fully | $16,503,721.21 less

Claim of Wells Fargo, as
trustee for the registered
holders of Credit Suisse
First Boston Mortgage
Securities Corp.,
Commercial Mortgage
Pass-Through Certificates,
Series 2008-C1, the owner
and holder of the February
1, 2008, Promissory Note
executed by Debtor in the
original principal amount
of $16,785,000.00 (the
“Note”), and that certain
Deed of Trust, Security
Agreement and Financing
Statement dated February

1, 2008, and filed of record

in the Official Public

satisfied by the issuance of the New
Wells Fargo Note. There shall be
applied and credited against the Claim
of Wells Fargo (i) the escrowed funds
held by Wells Fargo in the "Other
Escrow" account in the amount of
$258,448 (ii) all "adequate protection"
payments made by the Debtor to Wells
Fargo during the pendency of the
Chapter 11 Case to the Effective Date
of the Plan; and (iii) the net proceeds
from the sale of the outparcel in the
amount of $139,000. The New Wells
Fargo Note shall be secured by the
collateral which secures the existing
Wells Fargo Note, except to the extent
that any such property is remitted to or
retained by Wells Fargo under the
terms of the Plan. The Reorganized

post-petition
payments and credits.
($1,205,740 paid to
Wells Fargo since
Petition Date ((i)
$258,448 (ii) NOI
adequate protection
payments of $808,292
through October 2010
(iii) $139,000).
Debtor anticipates
NOI adequate
protection payments
of an additional
~$200,000 for
November and
December, 2010)

100%

741580v3
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Proponent’s
Estimate of Amount
Description of Allowed Claims
Class of Class Impaired Treatment of Claims and Estimated
Percentage Recovery
Records of Dallas County, Debtor will remit to Wells Fargo a
Texas, Document No. monthly amount to be held and used to
20080035758 (the “Deed pay all ad valorem taxes on the
of Trust”), and an property of the Reorganized Debtor at
Assignment of Leases and such time as those taxes are due and
Rents dated February 1, payable under applicable non-
2008 (the “Assignment of bankruptcy law. No other escrows
Rents™) held by Wells Fargo shall be required.
The New Wells Fargo Note shall be
subject to a dollar for dollar offset and
credit to the extent of any damages
awarded by a final judgment in favor
of the Debtor in the Wells Fargo
Adversary.
Class 2 | Secured Claims of Chase No Paid according to the terms of the pre- $20,483.57
Bank and Ford Motor petition loan and security agreements {Chase Bank)
Credit with Chase Bank and Ford Motor 100%
Credit. Chase Bank and Ford Motor $21,691.24
Credit shall retain their vehicle liens. (Ford Motor Credit)
100%
Class 3 | General Unsecured Claims Yes Unsecured creditors (other than those $200,000
holding Insider Claims) will be paid 75%
75% of the allowed amount of their
claims, without interest, in eight (8)
equal quarterly installments
commencing on the first day of the
first month following the Effective
Date.
Class 4 | Insider Claims of Alireza Yes Subordinated to Claims of General $1,500,000
Morirahimi and Parvin Unsecured Creditors. 0%
Mosavi
Class 5 | Equity Interests No Retained. $0
0%
B. Overview of the Requirements for a Plan Under the Bankruptcy Code.

Section 1123 of the Bankruptcy Code provides that a plan of reorganization shall designate
classes of a debtor’s claims and interests. A plan divides the claims and interests into classes and

sets forth the treatment offered each class.

“claim” as:

741580v3

Section 101(5) of the Bankruptcy Code defines

[any] right to payment, whether or not such right is reduced to
judgment, liquidated, unliquidated, fixed, contingent, matured,
unmatured, disputed, undisputed, legal, equitable, secured or
unsecured; or right to an equitable remedy for breach of
performance if such breach gives rise to a right to payment,
whether or not such right to an equitable remedy is reduced to
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judgment, fixed, contingent, matured, disputed, undisputed,
secured or unsecured.

Section 1122 of the Bankruptcy Code requires that each class of claims and interests
contain only claims and interests which are substantially similar to each other. The Debtor
believes that they have classified all Claims and Interests in compliance with the provisions of
Section 1122. The Classes in the Plan take into account the differing nature and, with respect to
certain categories of Classes, priority under the Bankruptcy Code of the various Claims and
Interests. It is possible, although not likely, however, that the Court may find that a different
classification is required for the Plan to be confirmed. In such event, it is the present intent of
the Debtor, to the extent permitted by the Court and applicable law, to modify the classifications
in the Plan as required by the Court and to use any acceptances received for the purpose of
obtaining approval of the Class or Classes of which the accepting holder is a member.

C. Treatment of Unclassified Claims. The Bankruptcy Code provides that certain
types of claims need not be classified as part of a plan. The proposed treatment of such
unclassified claims under the Plan is as follows:

1. Administrative Claims. Administrative Claims consist of any Claim
constituting a cost or expense of administration of the Chapter 11 Case asserted under
Section 503(b) of the Bankruptcy Code, including, without limitation, any actual and necessary
costs and expenses after the Petition Date of operating the business of the Debtor, any
indebtedness or obligations incurred or assumed by the Debtor in connection with the conduct of
its business or for the acquisition or lease of property or the procurement or rendition of services,
any costs and expenses of the Debtor for the management, maintenance, preservation, sale or
other disposition of any assets, the administration and implementation of the Plan, the
administration, prosecution or defense of Claims of or against the Debtor and distributions under
the Plan, any Claims for compensation and reimbursement of expenses arising during the period
from and after the Petition Date and prior to the Confirmation Date or otherwise in accordance
with the provisions of the Plan, and any fees or charges assessed against the Estate of the Debtor
under Section 1930, Chapter 123, Title 28, United States Code. Any Administrative Claim that

is not an ordinary course of business expense of Professional Fee Claim must be filed by the
Administrative Claim Bar Date.

Pursuant to the Plan, except to the extent that an Allowed Administrative Claim
has been paid by the Debtor before the Effective Date or the holder of such Claim agrees to a
different treatment, each holder of an Allowed Administrative Claim against Debtor will be paid
in full in Cash by the Estate on the later of the (i) Effective Date and (ii) the date such
Administrative Claim becomes an Allowed Administrative Claim, or within ten (10) days
thereafter. All Professionals or other Persons requesting compensation or reimbursement of
expenses pursuant to sections 327, 328, 330, 331, 503(b), 506 and 1103 of the Bankruptcy Code
for services rendered on or before the Effective Date (including, without limitation, any
compensation requested by any professional or any other Person for making a substantial
contribution in the Case) shall file and serve on the Debtor and the United States Trustee an
application for final allowance of compensation and reimbursement of expenses not later than 45
days following the Effective Date.

2. Secured Tax Claims.

15
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(a) Allowed Secured Claims of the Tax Authorities (those governmental entities
which hold liens against real or personal property of the Debtor to secure taxes owed by the
Debtor for 2010 and subsequent tax years) shall be paid in the ordinary course of business
without the need for any secured taxing entity to file a claim or request for payment with the
bankruptcy court.

(b)  Notwithstanding anything in the Plan, and Exhibits or Supplements thereto, or the
Confirmation Order, the Tax Authorities shall retain their respective tax liens against the

applicable property or properties until all taxes are paid in full.

D. Treatment of Classified Claims.

I Class 1: Secured Claim of Wells Fargo

The Class 1 Secured Claim of Wells Fargo shall be fully satisfied and
discharged as follows:

1) There shall be applied and credited against the Class 1 Claim (i)
the escrowed funds held by Wells Fargo in the "Other Escrow" account in the amount of
$258,448 (ii) all "adequate protection" payments made by the Debtor to Wells Fargo during the
pendency of the Chapter 11 Case to the Effective Date of the Plan; and (iii) the net proceeds
from the sale of the outparcel in the amount of $139,000.

2) The Class 1 Secured Claim, as reduced by the applications and
credits detailed in sub-paragraph 1 above, shall be satisfied by the issuance of the New Wells
Fargo Note. The New Wells Fargo Note shall be secured by the collateral which secures the
existing Wells Fargo Note, except to the extent that any such property is remitted to or retained
by Wells Fargo under the terms of the Plan. The Reorganized Debtor will remit to Wells Fargo a
monthly amount to be held and used to pay all ad valorem taxes on the property of the
Reorganized Debtor at such time as those taxes are due and payable under applicable non-
bankruptcy law. No other escrows held by Wells Fargo shall be required.

(3)  The New Wells Fargo Note shall be subject to a dollar for dollar
offset and credit to the extent of any damages awarded by a final judgment in favor of the Debtor
in the Wells Fargo Adversary.

(4)  The Reorganized Debtor shall include in the Plan Supplement the
New Wells Fargo Note and other collateral documents necessary to conform and give full legal
effect to the terms, conditions, provisions and purposes of the Plan.

2. Class 2: Secured Claims of Chase Bank and Ford Motor Credit.

Class 2 is unimpaired. This Class consists of the Secured Claims of Chase
Bank and Ford Motor Credit, which claims are secured by a 2009 Nissan van and 2009 Ford van,
respectively. Class 2 Secured Claims will be paid according to the terms of the pre-petition loan
and security agreements. Chase Bank and Ford Motor Credit shall retain their vehicle liens.

16
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3. Class 3: General Unsecured Claims

Class 3 is impaired. Each holder of an Allowed Class 3 General
Unsecured Claim shall receive, in full satisfaction, release and discharge of and in exchange for
such Class 3 General Unsecured Claims, 75% of the allowed amount of their claims, without
interest, in eight (8) equal quarterly installments commencing on the Effective Date. The Debtor
estimates that the total amount of Class 3 Claims will be approximately $200,000 and the
distribution to holders of such claims will total approximately $150,000.

4. Class 4: Insider Claims

Class 4 is impaired. Class 4 consists of the Claims of Alireza Morirahimi
and Parvin Mosavi which arise from personal loans made to the Debtor totaling approximately
$1.5 million. Class 4 Claims shall receive no payments or distribution from the Reorganized
Debtor until all senior claims are paid pursuant to the terms of the Plan. Under section 1126(g)
of the Bankruptcy Code, Class 4 is deemed to reject the Plan, and the votes of such Claimholders
will not be solicited.

3. Class 5: Equity Interests
Class 5 is unimpaired. Class 5 Equity Interest Holders shall retain their
membership interests in the Reorganized Debtor, provided, however, that no distribution shall be

made on account of such interests until all payments are made as provided by the Plan.

E. Miscellaneous Provisions.

1. Modification. The Debtor may propose amendments to or modifications
of the Plan as permitted by section 1127 of the Bankruptcy Code at any time prior to the
Confirmation Date.

2. Corporate Action. All matters and actions provided for under the Plan
involving the corporate structure of the Debtor or corporate action to be taken by or required of
the Debtor shall be deemed to have occurred and be effective as provided herein, and shall be
deemed to be authorized and approved in all respects without any requirement for further action
by the members or manager of the Debtor.

3. Temporary Injunction. Upon Confirmation of the Plan, all creditors of
Debtor having an Allowed Claim shall be temporarily enjoined, pursuant to Section 105 of the
Code, from proceeding against any officer, director, shareholder, employee, or other responsible
person of Debtor, individually, including, but not limited to, Alireza Morirahimi and Parvin
Mosavi, for the collection of all or any portion of their Allowed Claim, said injunction to remain
in effect only for so long as the Debtor complies with the terms of the Plan. Any violation of the
Plan that remains uncured for thirty (30) days after receipt by the Debtor of written notice from
any party affected by such violation, shall automatically and without order of the Court result in
the dissolution of the injunction granted hereunder as to said affected party.
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F. Assumption or Rejection of Executory Contracts and Unexpired Leases.
L. Assumption. Except as otherwise provided herein, any and all leases or

executory contracts not previously rejected by the Debtor, unless specifically rejected pursuant to
order of the Court, shall be deemed assumed by such Debtor on the Confirmation Date, and all
leases or executory contracts so assumed shall remain unaffected by the Plan. A list of the
assumed leases and executory contracts is attached hereto as Plan Exhibit A. The necessary
cure amount will be paid in full, without interest, in four (4) equal quarterly installments ﬂ
commencing on the first day of the first month following the Effective Date. All Claims arising

from rejection of leases or executory contracts pursuant to the Plan must be filed within thirty
(30) days after the Confirmation Date, and all other Claims arising from rejection must be filed
on or prior to such date. Any holder of a Claim arising from rejection of any lease or executory
contract shall have, to the extent such Claim becomes an Allowed Claim, the rights of a holder of
a Class 3 General Unsecured Claim. Any Claim arising from rejection of a lease or executory
contract shall be conclusively deemed to be an Allowed Claim unless prior to one hundred
twenty (120) days after the Confirmation Date either an objection to such Claim has been filed
(including objections based on Section 502(d) of the Bankruptcy Code) or a notice from the
Debtor has been sent to the holder of such Claim evidencing an intention to object to such Claim.

G. Objections to Claims and Causes of Action. After the Effective Date, Debtor will
have the sole authority to object to Claims and pursue Litigation Claims.

H. Payment of Fees Under 28 U.S.C. §1930. Any fees due under 28 U.S.C. §1930
after the Effective Date shall be paid from the Debtor’s Estate.

V. CONFIRMATION REQUIREMENTS AND PROCEDURES

The Bankruptcy Court may confirm the Plan only if it determines that the Plan complies
with the technical requirements of chapter 11, including, among other things, that (a) the Plan
has properly classified Claims and Interests, (b) the Plan complies with applicable provisions of i
the Bankruptcy Code, (c) the Debtor has complied with applicable provisions of the Bankruptcy
Code, (d) the Debtor has proposed the Plan in good faith and not by any means forbidden by law,
(e) disclosure of “adequate information” as required by Section 1125 of the Bankruptcy Code has
been made, (f) the Plan has been accepted by the requisite votes of all classes of creditors (except
to the extent that “cramdown” is available under Section 1129(b) of the Bankruptcy Code),
(g) the Plan is in the “best interests” of all holders of Claims or Interests in an Impaired Class,
and (h) all fees and expenses payable under 28 U.S.C. § 1930, as determined by the Bankruptcy
Court at the Confirmation Hearing, have been paid or the Plan provides for the payment of such
fees on the Consummation Date.

A. Who May Vote or Object. In accordance with Sections 1126 and 1129 of the
Bankruptcy Code, the Claims and Interests in Classes 1 and 3 of the Plan are impaired, and the
holders of Claims and Interests in these Classes as of the date of the entry of the Order approving
the Disclosure Statement (the “Voting Record Date”) are entitled to vote to accept or reject the
Plan.

B. Vote Required for Class Acceptance. As to the classes of claims and interests h
entitled to vote on a plan, the Bankruptcy Code defines acceptance of a plan by a class of claims
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as acceptance by holders of at least two-thirds in amount, and more than one-half in number, of
the claims of that class that actually cast ballots for acceptance or rejection of the plan
determined without including any acceptance of the plan by an insider. The Bankruptcy Code
defines acceptance of a plan by a class of interests as acceptance by holders of at least two-thirds
in amount of the allowed interests held by holders of such interests that actually cast ballots for
acceptance or rejection of the plan. The Bankruptcy Code does not require that each claim or
interest holder vote in favor of a plan of reorganization in order for the Court to confirm the plan.
At a minimum, however, the plan must be accepted by the required number of holders of claims
and interests in a class actually voting. :

HOLDERS OF CLAIMS OR INTERESTS WHO FAIL TO VOTE WILL NOT BE
COUNTED AS EITHER ACCEPTING OR REJECTING THE PLAN. TO BE COUNTED,
YOUR BALLOT INDICATING ACCEPTANCE OR REJECTION OF THE PLAN MUST BE
RECEIVED NO LATER THAN 5:00 P.M. (CST), ON [ ] 2011,

C. The Confirmation Hearing; Requirements for Confirmation. The Bankruptcy
Code requires the Court, after notice, to hold a Confirmation Hearing. The Confirmation
Hearing in respect of the Plan has been scheduled for , 2011, at a.m.
before the Honorable Barbara J. Houser, Chief United States Bankruptcy Judge for the Northern
District of Texas, Dallas Division, at the United States Bankruptcy Court, 1100 Commerce
Street, 14" Floor, Dallas, Texas. The Confirmation Hearing may be adjourned from time to time
by the Court without further notice except for an announcement of the adjourned date made at
the Confirmation Hearing. Any party in interest may object to confirmation. Any objection to
confirmation must be made in writing and specify in detail the name and address of the objector,
all grounds for the objection and the amount of the Claim against or the Interest in the Debtor
held by the objector. Any such objection must be filed with the Court and served so that it is
received by the Clerk of the Court at 1100 Commerce Street, Room 1254, Dallas, Texas 75242
and the following persons on or before , 2011, at 5:00 p.m., prevailing
Central time:

McGuire, Craddock & Strother, P.C.
2501 N. Harwood

Suite 1800

Dallas, Texas 75201

Attn: J. Mark Chevallier, Esq.

United States Trustee

1100 Commerce Street, Room 976
Dallas, Texas 75242

Attn: Nancy Resnick, Esq.

Objections to confirmation of the Plan are governed by Bankruptcy Rule 9014.

Even if all classes of claims and interests were to accept a plan, the Court must make
certain findings set forth in section 1129 of the Bankruptcy Code before confirming a plan. At
the Confirmation Hearing, the Court will confirm the Plan only if all of the requirements of
section 1129 of the Bankruptcy Code are met. Among the requirements for confirmation of a
plan are that the plan is (a) accepted by all impaired classes of claims and equity interests or, if
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rejected by an impaired class, that the plan “does not discriminate unfairly” and is “fair and
equitable” as to such class, (b)feasible and (c)in the “best interests” of creditors and
stockholders that are impaired under the plan. Section 1129 of the Bankruptcy Code requires,
among other things, that a plan be in the “best interests” of creditors, which generally requires
that the value of the consideration to be distributed to the creditors under a plan may not be less
than creditors would receive if the debtor were liquidated under a hypothetical liquidation
occurring under chapter 7 of the Bankruptcy Code. A plan must also be “feasible,” which
requires there is a reasonable probability that the debtor will be able to perform the obligations
imposed by the plan, and that the debtor will be able to continue operations without the need for
further financial reorganization. Section 1129 of the Bankruptcy Code additionally requires,
among other things, that a plan comply with the applicable provisions of the Bankruptcy Code
and other applicable law, that the Plan be proposed in good faith, and that at least one impaired
class of creditors has voted to accept the plan. The Debtor believes that the Plan will satisfy all
the applicable requirements of section 1129 of the Bankruptcy Code.

1. Unfair Discrimination and Fair and Equitable Tests. To obtain non-
consensual confirmation of the Plan, it must be demonstrated to the Court that the Plan “does not
discriminate unfairly” and is “fair and equitable” with respect to each impaired, non-accepting
class. The Bankruptcy Code provides a non-exclusive definition of the phrase “fair and
equitable.” The Bankruptcy Code establishes “cramdown” tests for secured creditors, unsecured
creditors, and equity holders, as follows:

(a) Secured Creditors. Either (i) each impaired secured creditor retains its
liens securing its secured claim and receives on account of its secured
claim deferred cash payments having a present value equal to the amount
of its allowed secured claim, (ii) each impaired secured creditor realizes
the “indubitable equivalent” of its allowed secured claim, or (iii) the
property securing the claim is sold free and clear of liens, with such liens
to attach to the proceeds of the sale and the treatment of such liens on
proceeds to be as provided in clause (i) or (ii) of this subparagraph.

(b)  Unsecured Creditors. Either (i) each impaired unsecured creditor receives
or retains, under the plan, property of a value equal to the amount of its
allowed claim or (ii) the holders of claims and interests that are junior to
the claims of the dissenting class will not receive any property under the
plan.

(c) Equity Interests. Either (i) each holder of an equity interest will receive or
retain, under the plan, property of a value equal to the greatest of the fixed
liquidation preference to which such holder is entitled, the fixed
redemption price to which such holder is entitled or the value of the
interest or (ii) the holder of an interest that is junior to the non-accepting
class will not receive or retain any property under the plan.

If the Plan is not accepted by all impaired Classes of Claims and Equity Interests,
the Debtor reserves the right to seek confirmation of the Plan under section 1129(b) of the
Bankruptcy Code. The Debtor believes that the Plan may be confirmed pursuant to the above-
described “cramdown” provisions, over the dissent of certain Classes of Claims and Interests, in
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view of the treatment proposed for such Classes. The Debtor believes that the treatment under
the Plan of the holders of Claims and Interests in Classes 1 and 3 satisfies the “fair and
equitable” test. In addition, the Debtor does not believe that the Plan unfairly discriminates
against any dissenting Class because all dissenting Classes of equal rank are treated equally
under the Plan.

2. Best Interests Test. With respect to each impaired Class of Claims and
Interests, confirmation of the plan requires that each holder of a Claim or Interest against the
Debtor 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 or retain if the
Debtor were liquidated under chapter 7 of the Bankruptcy Code.

o i

The Debtor believes that Unsecured Creditors will receive more under the Plan
than in a chapter 7 liquidation. In fact, the Debtor believes that only Secured Creditors would be
satisfied and that Unsecured Creditors would receive almost nothing in liquidation. The Debtor
has attached hereto as Exhibit 2 the Liquidation Analysis of Debtor (the “Liquidation
Analysis™), which is an estimated calculation of recovery for all classes of creditors in the event
the Estate were liquidated. To prepare the Liquidation Analysis, the Debtor relied on several
points. First, all of Debtor’s real and personal property is encumbered by liens. In addition,
liquidating the Debtor’s Estate pursuant to chapter 7 would require the appointment of a
chapter 7 trustee. The appointment of a chapter 7 trustee, as well as any professionals retained
by the chapter 7 trustee, would increase the operating costs associated with the liquidation of the
Debtor’s Estate. Further, a chapter 7 trustee would not have the benefit of the historical
knowledge of the Debtor to resolve the Disputed Claims efficiently. Therefore, the Debtor
believes that a chapter 7 trustee, on average, would settle Disputed Claims for higher amounts
than would the Debtor. The Debtor also believes that distributions would occur in a shorter time
period pursuant to the Plan than if the Debtor’s Estate was liquidated pursuant to a chapter 7
liquidation. A conversion to chapter 7 would take time. In addition, the chapter 7 trustee, once
appointed, and any professionals hired by the chapter 7 trustee, would need to gain familiarity
with the Debtor and its creditors, thus delaying the initial distribution to creditors.

3. Feasibility. Section 1129(a)(11) of the Bankruptcy Code requires that
confirmation of the Plan not be likely to be followed by the liquidation, or the need for further
financial reorganization, of the Debtor or any successors to the Debtor under the Plan, unless
such liquidation or reorganization is proposed in the Plan. The financial projections attached in
Exhibit 1 attached hereto demonstrate that Debtor will operate on a positive cash flow basis and
will be able to fund distributions under the Plan. Accordingly, the Debtor believes that the Plan
is feasible and meets the requirements of section 1129(a)(11) of the Bankruptcy Code.

D. Risks Associated with the Plan.

HOLDERS OF CLAIMS AGAINST OR INTERESTS IN THE DEBTOR SHOULD
READ AND CONSIDER CAREFULLY THE INFORMATION SET FORTH BELOW, AS
WELL AS THE OTHER INFORMATION SET FORTH IN THIS DISCLOSURE
STATEMENT (AND THE DOCUMENTS DELIVERED TOGETHER HEREWITH AND/OR
INCORPORATED BY REFERENCE) PRIOR TO VOTING TO ACCEPT OR REJECT THE
PLAN. This information, however, should not be regarded as the only risk involved in
connection with the Plan and its implementation. There is risk that the amount of Allowed
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Claims in the various Classes may be higher than estimated. In addition, in the event that market
conditions change, Debtor may not meet its financial projections. If total Allowed Claims
sufficiently exceed the Debtor’s estimates, holders of Claims could receive less than the
estimates herein.

VI.  EFFECT OF CONFIRMATION OF PLAN

A. General Authority. During the period from the Confirmation Date and up to but
not including the Effective Date, the Court shall retain custody and jurisdiction of the Debtor, its
property and its operations in accordance with the provisions of the Bankruptcy Code.

B. Compromise and Settlement of Certain Class of Controversies. From and after
the Confirmation Date, all controversies pending before any court other than the Court shall
constitute a class of controversies under Rule 9019(b) of the Bankruptcy Rules, and the F

Reorganized Debtor may compromise or settle any controversy in such class without further
approval by the Court.

C. Revesting of Assets. On the Effective Date, all property of the Debtor’s Estate
will revest in Reorganized Debtor.

D. Discharge. In accordance with section 1141 of the Bankruptcy Code,
confirmation of the Plan will discharge the Debtor from any Claim.

or stays provided for in the Chapter 11 Case pursuant to Sections 105 or 362 of the Bankruptcy
Code, or otherwise, and in existence on the Confirmation Date, shall continue permanently, to
the extent permitted by applicable law, as to the Debtor and Reorganized Debtor. The stay of
any act provided by section 362 of the Bankruptcy Code shall also apply to the property of the
Reorganized Debtor.

E. Term of Existing Injunctions or Stays. Unless otherwise provided, all injunctions '

Date, neither the Debtor, Reorganized Debtor, nor the Debtor’s members, manager, employees,
advisors, professionals or agents so serving as of the Petition Date or thereafter (the “Exculpated
Parties”) shall have or incur any liability to any holder of a claim or interest, for any act or
omission in connection with, related to, or arising out of, the Chapter 11 Case of Debtor, the
pursuit of confirmation of the Plan, the consummation of the Plan, the administration of the Plan,
or the property to be distributed under the Plan except for with respect to any such Exculpated
Party:

F. Exculpation of Debtor’s Members, Manager and Others. As of the Effective ﬂ

1. Any indebtedness of such Exculpated Party to the Debtor for money
borrowed by such Exculpated Party;

2. Any setoff or counterclaim the Debtor may have or assert against such
Exculpated Party;

3. The uncollected amount of any claim made by the Debtor (whether in a

filed pleading, by letter or otherwise) prior to the Effective Date against such Exculpated Party;
or
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4, Any claims arising from the fraud, gross negligence or willful misconduct
of such Exculpated Party.
G. Preservation of Rights of Action. Except as otherwise provided in the Plan or in

any contract, instrument, release, or other agreement entered into in connection with the Plan, in
accordance with Section 1123(b) of the Bankruptcy Code, the Reorganized Debtor shall retain
the sole and exclusive authority to enforce any claims, rights and causes of action that the Debtor
or its Estate may hold against any entity.

H. Additional Injunction. Except as provided herein, as of the Effective Date, all
persons are permanently enjoined from commencing or continuing in any manner, any action or
proceeding, whether directly, derivatively, on account of or respecting any claim, debt, right or
cause of action of the Debtor, of which the Debtor retains sole and exclusive authority to pursue
in accordance with the Plan or which has been released by the Debtor in accordance with the
Plan.

I. Retention of Jurisdiction.

The Bankruptcy Court shall retain and have exclusive jurisdiction over the
Chapter 11 Case for the following purposes:

1. to resolve any matters related to the assumption, assumption and
assignment or rejection of any executory contract or unexpired lease to
which the Debtor is a party or with respect to which the Debtor may be
liable and to hear, determine and, if necessary, liquidate, any Claims
arising therefrom;

2. to enter such orders as may be necessary or appropriate to implement or
consummate the provisions of the Plan and all contracts, instruments,
releases, indentures and other agreements or documents created in
connection with the Plan;

3. to determine any and all adversary proceedings, applications and contested
matters with respect to the Debtor.

4, to ensure that distributions to holders of Allowed Claims and Allowed
Interests are accomplished as provided herein;

5. to hear and determine any timely objections to Administrative Claims or
to proofs of claim and equity interests filed, both before and after the
Confirmation Date, including any objections to the classification of any
Claim or Interest, and to allow, disallow, determine, liquidate, classify,
estimate or establish the priority of the secured or unsecured status or any
Claim, in whole or in part;

6. to enter and implement such orders as may be appropriate in the event the
Confirmation Order is for any reason stayed, revoked, modified, reversed
or vacated,
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7. to issue such orders in aid of execution of the Plan, to the extent
authorized by Section 1142 of the Code;

8. to consider any modifications of the Plan, to cure any defect or omission,
or reconcile any inconsistency in any order of the Bankruptcy Court,
including the Confirmation Order;

9. to hear and determine all applications for awards of compensation for
services rendered and reimbursement of expenses incurred prior to the
Effective Date;

10. to hear and determine disputes arising in connection with the
interpretation, implementation, or enforcement of the Plan or the extent of

any entity’s obligations incurred in connection with or released under the
Plan;

11.  to issue injunctions, enter and implement other orders or take such other
actions as may be necessary or appropriate to restrain interference by any
entity with consummation or enforcement of the Plan, except as otherwise
provided herein;

12.  to determine any other matters that may arise in connection with or relate
to the Plan, the Disclosure Statement, the Confirmation Order or any
contract, instrument, release, indenture or other agreement or document
created in connection with the Plan or the Disclosure Statement;

O 1 |

13.  to hear and determine matters concerning state, local and federal taxes in
accordance with sections 346, 505, and 1146 of the Bankruptcy Code;

14.  to hear any other matter or for any purpose specified in the Confirmation
Order that is not inconsistent with the Bankruptcy Code; and

15.  to enter a final decree closing the Chapter 11 Case.

J. Alternatives To Confirmation of the Plan. The Debtor believes that the Plan
affords holders of Claims, as a whole, the potential for the greatest feasible realization from the
Debtor’s assets, and, therefore, is in the best interest of such holders. The Debtor has considered
alternatives to the Plan such as a chapter 7 liquidation. In the opinion of the Debtor, such
alternatives would not afford holders of Claims or Interests a return greater than may be achieved
under the Plan.

If no plan can be confirmed, the Debtor’s chapter 11 case may be converted to a
case under chapter 7 of the Bankruptcy Code, pursuant to which a trustee would be elected or
appointed to liquidate the Debtor’s assets for distribution to creditors in accordance with the
priorities established by the Bankruptcy Code. The Debtor believes that a liquidation under
chapter 7 would result in little or no distribution to Holders of General Unsecured Claims. This
determination is based, in part, upon a consideration of the effects that chapter 7 liquidation
would have on the ultimate proceeds available for distribution to Holders of Allowed Claims and
Interests, including (i) the erosion in value of assets in chapter 7 cases in the context of the
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expeditious liquidation required under chapter 7; (ii) the diminution of liquidation proceeds as a
result of the departure of employees whose services would be required in connection with the
liquidation and in order effectively to handle the Claims objection process; and (iii) the increased
costs and expenses of a liquidation under chapter 7 arising from fees payable on a priority basis w
to a chapter 7 trustee and professional advisors to such trustee.

VII. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN

A. General. A summary description of certain federal income tax consequences of
the Plan is provided below. The description of tax consequences below is for informational
purposes only and is subject to significant uncertainties. Only the principal consequences of the
Plan for the Debtor and for the Holders of Claims or Interests who are entitled to vote to confirm
or reject the Plan are described below. No opinion of counsel has been sought or obtained with
respect to any tax consequences of the Plan, and no tax opinion is given by this Disclosure
Statement. No rulings or determinations of the Internal Revenue Service (“IRS”) or any other
tax authorities have been obtained or sought with respect to the Plan, and the description below
is not binding upon the IRS or such other authorities.

The following discussion of federal income tax consequences is based on the Internal
Revenue Code (the “Code”), regulations promulgated and proposed thereunder, judicial
decisions and published administrative rulings and pronouncements of the IRS as in effect on the
date hereof. Legislative, judicial or administrative changes or interpretations enacted or
promulgated in the future could alter the analyses and conclusions set forth below. Any such
changes or interpretations may be retroactive and could significantly affect the federal income
tax consequences discussed below.

This discussion does not address foreign, state or local tax consequences of the Plan, nor
does it purport to address the federal tax consequences of the Plan to special classes of
taxpayers (such as foreign entities, nonresident alien individuals, S corporations, mutual funds,
insurance companies, financial institutions, small business investment companies, regulated
investment companies, broker/dealers and tax-exempt organizations). Furthermore, estate and
gift tax issues are not addressed herein.

No representations are made regarding the particular tax consequences of the Plan to
any Holder of a Claim or Interest. Each Holder of a Claim or Interest is strongly urged to
consult its own tax advisor regarding the federal, state, local and foreign tax consequences of
the transactions described herein and in the Plan.

B. Federal Income Tax Consequences to the Debtor.

1. Regular Federal Income Tax. Federal income taxes, like many other
taxes, are priority claims. Accordingly, such claims must be satisfied before most other claims
may be paid. With the possible exception of alternative minimum tax, the Debtor does not
believe that any federal income taxes have accrued with respect to taxable years ending after the
Petition Date because the Debtor has not had positive taxable income for those periods.

Generally, the discharge of a debt obligation by debtor for an amount less than the
adjusted issue price (in most cases, the amount the debtor received on incurring the obligation,
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with certain adjustments) gives rise to cancellation of debt (“COD”) income, which must be
included in a debtor’s income. The Debtor should be able to utilize a special tax provision which
excludes from income debts discharged in a Chapter 11 case. If debts are discharged in a
Chapter 11 case, however, certain tax attributes otherwise available must be reduced, in most
cases by the principal amount of the indebtedness forgiven. Tax attributes subject to reduction
include net operating losses (“NOLs”) and NOL carryforwards. If the Debtor has COD income
as a result of the Plan, the Debtor’s NOLs would first be available to offset any gains recognized
on the liquidation of the Debtor’s assets. Accordingly, it is not expected that the Debtor will owe
regular federal income tax with respect to taxable years ending after the Petition Date. If,
however, the IRS were to prevail in assessing federal income tax for any of these years,
payments of such taxes would reduce the amounts otherwise available for distribution under the
Plan. Any remaining NOLs would then be reduced as a result of the excluded COD income to
the extent of such COD income.

2. Alternative Minimum Tax. A corporation or a consolidated group of
corporations may incur alternative minimum tax liability even where NOL carryovers and other
tax attributes are sufficient to eliminate its taxable income as computed under the regular
corporate income tax. It is possible that the Debtor will be liable for the alternative minimum
tax.

C. Federal Income Tax Consequences to Holders of Claims. Holders of Claims or
Interests should generally recognize gain (or loss) to the extent the amount realized under the
Plan in respect of their Claims exceeds (or is exceeded by) their respective tax bases in their
Claims or Interests. The amount realized for this purpose will generally equal the amount of
cash received under the Plan in respect of their respective Claims or Interests.

The tax treatment of Holders of Claims or Interests and the character and amount of
income, gain or loss recognized as a consequence of the Plan and the distributions provided for
by the Plan will depend upon, among other things, (i) the manner in which a holder acquired a
Claim or Interest; (ii) the length of time a Claim or Interest has been held; (iii) whether the Claim
or Interest was acquired at a discount; (iv) whether the Holder has taken a bad debt deduction in
the current or prior years; (v) whether the Holder has previously included accrued but unpaid
interest with respect to a Claim or Interest; (vi) the method of tax accounting of a Holder, and
(vii) whether a Claim or Interest is an installment obligation for federal income tax purposes.
Therefore, HOLDERS OF CLAIMS OR INTERESTS SHOULD CONSULT THEIR OWN
TAX ADVISORS FOR INFORMATION THAT MAY BE RELEVANT TO THEIR
PARTICULAR SITUATION AND CIRCUMSTANCES AND THE PARTICULAR TAX
CONSEQUENCE TO SUCH HOLDERS AS A RESULT THEREOF.

D. Information Reporting and Backup Withholding. Certain payments, including the
payments of Claims or Interests pursuant to the Plan, are generally subject to information
reporting by the payor (the Debtor or Reorganized Debtor) to the IRS. Moreover, such
reportable payments are subject to backup withholding under certain circumstances. Under the
Code’s backup withholding rules, a Holder of a Claim or Interest may be subject to backup
withholding with respect to distributions or payments made pursuant to the Plan, unless the
Holder: (a) comes within certain exempt categories (which generally include corporations) and,
when required, demonstrates this fact or (b) provides a correct taxpayer identification number
and certifies under penalty of perjury that the taxpayer identification number is correct and that

26

741580v3




PRSI e e—— e e ¢ - -

Case 10-31814-bjh1l Doc 124 Filed 11/12/10 Entered 11/12/10 16:09:26 Desc
Main Document  Page 31 of 39

the taxpayer is not subject to backup withholding because of a failure to report all dividend and
interest income.

E. Importance of Obtaining Professional Tax Assistance.

THE FOREGOING DISCUSSION IS INTENDED ONLY AS A SUMMARY OF
CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN AND IS NOT A
SUBSTITUTE FOR CAREFUL TAX PLANNING WITH A TAX PROFESSIONAL. THE
ABOVE DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT TAX
ADVICE. THE TAX CONSEQUENCES ARE IN MANY CASES UNCERTAIN AND MAY
VARY DEPENDING ON A HOLDER’S INDIVIDUAL CIRCUMSTANCES. ACCORDING-
LY, HOLDERS ARE URGED TO CONSULT WITH THEIR TAX ADVISORS ABOUT THE
FEDERAL, STATE, LOCAL AND FOREIGN INCOME AND OTHER TAX CONSE-
QUENCES OF THE PLAN.

VIII. CONCLUSION AND RECOMMENDATION

The Debtor believes that confirmation and implementation of the Plan is preferable to
other alternatives because it will result in the greatest recovery to Holders of Claims against the
Debtor. Other alternatives would involve significant delay, uncertainty, and substantial
administrative costs.

Consequently, the Debtor urges all Holders of Claims entitled to vote to accept the Plan
and to evidence their acceptance by duly completing and returning their Ballots so that they are
received on or before 5:00 p.m., prevailing Central Standard Time, on , 2011.

[Signature Page Follows - Remainder of Page Intentionally Left Blank]
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Dated: November 12, 2010
Respectfully submitted,

TARAZ KOOH, LLC, a Texas limited liability
company

By: Farvardeen, Inc., a Texas corporation,
Its Sole Manager

/s/ Alireza Morirahimi (11/12/10)
Alireza Morirahimi
Its: Vice President

COUNSEL.:

By: /s/ J. Mark Chevallier (11/12/10)
J. Mark Chevallier
State Bar No. 04189170
David L. Woods
State Bar No. 24004167
James G. Rea
State Bar No. 24051234
McGuire, Craddock & Strother, P.C.
2501 N. Harwood
Suite 1800
Dallas, Texas 75201
Telephone: (214) 954-6800 |
Facsimile: (214) 954-6850
Counsel to the Debtor and Debtor-in-
Possession l
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TARAZ KOOH, LLC
Case No. 10-31814-BJH-11
Chapter 7 Liquidation Analysis

ASSETS
Casl (encumbered by liens of Wells Fargo) $  420,000.00
Hotel $14,000,000.00 *
2009 Nissan Van <20,483.57 *
2009 Ford Van <21,591.24 *
TCTAL ASSETS (*Foreclosure/Liquidation Value after costs of sale) $14,462,974.81
Estimated
Claims
Secured Claims
Wells Fargo Bank, N.A. re: Hotel $16,503,721.21
Chase Bank re: 2009 Nissan Van $ 20,483.57
Ford Motor Credit re: 2009 Ford Van $ 21,691.24
Total Secured Claims $16,545,896.02
Administrative and Priority Claims
Professional fees through Effective Date, unfunded (estimate) $ 50,000.00
Other administrative expense/tax items through Effective Date 10,000.00
Total Administrative and Priority Claims $ 60,000.00
Unsecured Claims
Trade and other miscellaneous claims $ 370,000.00
Insider Claims 1,500,000.00
Total General Unsecured Claims $ 1,870,000.00
Proceeds available to Unsatisfied General Unsecured Claims $0.00
Proceeds available to Equity Interests $0.00
Proceeds available to Unsatisfied administrative claims $0.00

and priority claims

EXHIBIT
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Inre Taraz Kooh, LLC
ASSUMED LEASES AND EXECUTORY CONTRACTS

Doubletree License. The Debtor seeks to assume its License Agreement
with Doubletree Franchise, LLC (“Doubletree™) dated May 8, 2009 (the “License
Agreement”). The amount necessary to cure the License Agreement is $142,237.51 (the
“Doubletree Cure Amount™). The Doubletree Cure Amount will be paid in full, without
interest, in four (4) equal quarterly installments commencing on the first day of the first
month following the Effective Date.

Vendor Capital Group Lease. The Debtor seeks to assume its Equipment
Lease Agreement with Vendor Capital Group (“Vendor Capital’) dated March 30, 2009
(the “Equipment Lease Agreement”). The amount necessary to cure the Equipment
Lease Agreement is $17,934.00 (the “Vendor Capital Cure Amount”). The Vendor
Capital Cure Amount will be paid in full, without interest, in four (4) equal quarterly
instaliments commencing on the first day of the first month following the Effective Date.

Farvardeen, Inc. Management Agreement. The Debtor seeks to assume its
Hotel Management Agreement with Farvardeen, Inc. (“Farvardeen™). The amount
necessary to cure the Farvardeen Management Agreement is $0.

PLAN EXHIBIT A
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In re Taraz Kooh, LLC
REJECTED LEASES AND EXECUTORY CONTRACTS

NONE

PLAN EXHIBIT B
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