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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF COLUMBIA

In re: *
MWM CARVER TERRACE, LLC, * Case No: 11-00168
Debtor. * (Chapter 11)
* * * * * * * * * * * * * *

DISCLOSURE STATEMENT PURSUANT TO SECTION 1125
OF THE BANKRUPTCY CODE FOR DEBTOR'’S _[FIRST AMENDED
PLAN OF REORGANIZATION

MWM Carver Terrace, LLC, the debtor and debtor-in-possession heten (

“Debtor’), by counsel, hereby submits this Disclosure Statement“Qiselosure Statemef)t

pursuant to § 1125 of title 11 of the United States Code, 11 U.S.C. 88 1$Hqg.dthe

“Bankruptcy Cod®), to all holders of Claims against or Interests in the Delt®@ prerequisite

to soliciting acceptances to the Debtdfisst Amended Plan of Reorganization (the “Pign
which has been filed by the Debtor with the Clerk of the UnitateStBankruptcy Court for the

District of Columbia.
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INTRODUCTION

The purpose of this Disclosure Statemésto furnish information of a kind, and
in sufficient detail, as far as is reasonably practicableght of the nature and history of the
Debtor and the condition of the Debtor's books and records, that would enalethetical
reasonable investor typical of the holders of Claims againstenebis in the Debtor to make an
informed judgment about the Plan.

The Debtor believes that this Disclosure Statement contaigeqgtiate
information”, as that term is defined in § 1125(a)(1) of the Bankru@togte, for holders of
Claims against or Interests in the Debtor as required by § 118%& dankruptcy Code. The
“adequate information” herein provided consists of information of a kind, and in soffaetail,
as far as is reasonably practicable in light of the nature atdrhiof the Debtor and the
condition of the Debtor's books and records, that would enable a hypothetasanable
investor typical of the holders of Claims against or Interesthe Debtor to make an informed
judgment about the Debtor’s Plan dategkil-7~May 24, 2011, and whether to accept or reject
the Plan. The transmittal of this Disclosure Statement doesepmsent, and should not be
interpreted as being, the Bankruptcy Court’s recommendation to either acogptbthe Plan.

Definitions
Unless otherwise defined herein, the capitalized terms imséuis Disclosure

Statement shall be defined as set forth in the Debtor’s Plan.

! The term “Disclosure Statement” as used hereirl gmrompass all exhibits annexed hereto as welthas
Disclosure Statement document itself.
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List of Enclosures

Also accompanying the Disclosure Statement are the follodooyments (the
“Enclosured), each of which is incorporated by reference:

Enclosure 1: The Plan

Enclosure 2: A Ballot

Enclosure 3: Order Approving Disclosure Statement, Setting Hearing on

Confirmation of Plan And Fixing Time For Filing AcceptancesR&jections Of

Plan, Combined With Notice Thereof

Plan Supplement

On or before ten (10) calendar days before the Confirmatioringe#ne Debtor
will file other documents, if any, as may be necessary oogpate to implement the terms and
provisions of the Plan.

Availability of Other Information

The entire Court file on this Bankruptcy Case is availaledview at the Office
of the Clerk, United States Bankruptcy Court for the DistricCofumbia, 333 Constitution
Avenue, NW, Suite 1225, Washington, D.C. 20001, during the Bankruptcy Court’'s regular
business hours. Additionally, certain items may be available orthneugh PACER

http://pacer.psc.uscourts.gov/register.htmlPersons with questions about the Plan or this

Disclosure Statement may contact the Debtor’s counsel, Brestri€kland, Esquire, via e-mail

at bstrickland@wtplaw.corar by telephone at 410-347-8700.

Voting, Disclaimer, and Supremacy of Plan Provisions

After carefully reviewing the Plan, this Disclosure Staat, all of the Exhibits
annexed hereto and all of the Enclosures herewith, please indmate/gte on the enclosed

Ballot and return your Ballot to the Debtor's counsel at the foligwaddress: Brent C.
{PAGE }



Case 11-00168 Doc 72 Filed 05/24/11 Entered 05/24/11 19:10:58 Desc Main
Document  Page 5 of 52

Strickland, Esquire, Whiteford, Taylor & Preston L.L.P., Seven Samil Street, Baltimore,
Maryland 21202-1636.

On 2011, the Bankruptcy Court entered an Order approving this

Disclosure Statement for distribution to creditors (the “Discls@tatement Ord8r
APPROVAL OF THIS DISCLOSURE STATEMENT DOES NOT, HGNER,
CONSTITUTE A DETERMINATION BY THE BANKRUPTCY COURTAS TO THE
FAIRNESS OR MERITS OF THE PLAN.

THE PLAN AND THIS DISCLOSURE STATEMENT ARE NOT RRUIRED
TO BE AND HAVE NOT BEEN PREPARED IN ACCORDANCE WITHFEDERAL OR
STATE SECURITIES LAWS OR OTHER APPLICABLE NONBANKRRICY LAW. NONE
OF THE SECURITIES AND EXCHANGE COMMISSION, ANY STATESECURITIES
COMMISSION OR SIMILAR PUBLIC, GOVERNMENTAL OR REGUATORY
AUTHORITY HAS APPROVED THIS DISCLOSURE STATEMENT, THPLAN OR ANY
SECURITIES OFFERED UNDER THE PLAN, OR HAS PASSED ONE ACCURACY OR
ADEQUACY OF THE STATEMENTS IN THIS DISCLOSURE STATENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

NO REPRESENTATION CONCERNING THE DEBTOR, THE DEBRG
BUSINESS OPERATIONS, THE VALUE OF THE DEBTOR’S PROREY, OR THE PLAN,
ARE AUTHORIZED BY THE DEBTOR UNLESS SET FORTH IN TH DISCLOSURE
STATEMENT. ACCORDINGLY, NO REPRESENTATIONS OR INDUGENTS MADE
TO SECURE ACCEPTANCE OF THE PLAN, OTHER THAN THOSE CONTAINEDTHIS
DISCLOSURE STATEMENT, SHOULD BE RELIED UPON IN EXERGING THE RIGHT

TO VOTE OR NOT TO VOTE ON THE ACCEPTANCE OF THE PNAAND ANY SUCH
{PAGE }
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REPRESENTATION OR INDUCEMENT SHOULD BE REPORTED IMMDIATELY TO
COUNSEL FOR THE DEBTOR.

THIS DISCLOSURE STATEMENT IS QUALIFIED IN ITS ENRETY BY
REFERENCE TO THE PLAN, THE PLAN SUPPLEMENT, AND THEXBIBITS
ATTACHED THERETO, AND THE AGREEMENTS AND DOCUMENTS ESCRIBED
THEREIN. IF THERE IS A CONFLICT BETWEEN THE PLAN ADI THIS DISCLOSURE
STATEMENT, THE PROVISIONS OF THE PLAN WILL GOVERN. QU ARE
ENCOURAGED TO REVIEW THE FULL TEXT OF THE PLAN ANDTHE PLAN
SUPPLEMENT AND TO READ CAREFULLY THE ENTIRE DISCLAOSRE STATEMENT,
INCLUDING ALL EXHIBITS, BEFORE DECIDING HOW TO VOTEWITH RESPECT TO
THE PLAN.

THE FINANCIAL INFORMATION SUBMITTED WITH THE DISQ.OSURE
STATEMENT AND PLAN HAS NOT BEEN SUBJECT TO AUDIT AN ANY ESTIMATES
OF CLAIMS OR INTERESTS IN THIS DISCLOSURE STATEMENWAY VARY FROM
THE FINAL AMOUNTS OF CLAIMS OR INTERESTS ALLOWED BY THE
BANKRUPTCY COURT. FURTHER, ANY ESTIMATES OF RECOVERS IN THIS
DISCLOSURE STATEMENT MAY VARY FROM RECOVERIES ACTUALLY REEIVED.

THE DEBTOR BELIEVES THAT ACCEPTANCE OF THE PLANSIIN THE
BEST INTEREST OF ALL CREDITORS. THE PLAN AND DISCISMRE STATEMENT
ARE COMPLEX INSOFAR AS THEY CONSTITUTE A LEGALLY BIDING
COMMITMENT BETWEEN THE CREDITORS AND THE DEBTOR. AGORDINGLY,
CREDITORS AND PARTIES-IN-INTEREST ARE URGED TO SEHKEGAL COUNSEL IF

UNSURE OF THE EFFECT OF THE PLAN AND DISCLOSURE STATEMENT.
{PAGE }
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THE ABSENCE OF PENDING OBJECTIONS TO CLAIMS OR IREING
AVOIDANCE ACTIONS OR THE ABSENCE OF AN INDICATION HREIN OF
POTENTIAL OBJECTIONS TO CLAIMS OR AVOIDANCE ACTIONS SHALL NOT
SERVE AS A WAIVER OF SUCH RIGHTS, AND ALL CREDITORBND PARTIES-IN-
INTEREST ARE HEREBY EXPRESSLY ON NOTICE THAT THEYH®ULD NOT RELY
ON THE DISCLOSURE STATEMENT OR ABSENCE OF NOTICE @GN OBJECTION OR
POSSIBLE AVOIDANCE ACTION UNDER SECTIONS 542-550 OF THRABKRUPTCY
CODE, AS A DEFENSE TO SUCH FUTURE OBJECTION OR AVOIDANCE ACNO

AS TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS AND
OTHER ACTIONS OR THREATENED ACTIONS, THE DISCLOSURETATEMENT IS A
STATEMENT MADE IN SETTLEMENT NEGOTIATIONS AND SHALL NOT
CONSTITUTE OR BE CONSTRUED AS AN ADMISSION OF ANYAET OR LIABILITY,
STIPULATION OR WAIVER.

THE DESCRIPTION OF THE PLAN IN THE DISCLOSURE STEMENT IS
A SUMMARY ONLY, AND CREDITORS AND OTHER PARTIES-INNTEREST ARE
URGED TO REVIEW THIS ENTIRE DISCLOSURE STATEMENT ANITS EXHIBITS,
THE DETAILED DESCRIPTION OF THE PLAN CONTAINED HERE AND THE PLAN

ITSELF, WHICH IS ANNEXED HERETO AS_ENCLOSURE ,1FOR A FULL

UNDERSTANDING OF THE PLAN’'S PROVISIONS.

Il. HISTORY AND BACKGROUND

The Debtor is a limited liability company organized under thes lafsthe District
of Columbia. The Debtor is the owner of a 407 unit multi-famelsidential community located

at 901 21" Street NE, Washington, DC 20002 (the “Prop®rtyThe Property is comprised of the
{PAGE }



Case 11-00168 Doc 72 Filed 05/24/11 Entered 05/24/11 19:10:58 Desc Main
Document  Page 8 of 52

following parcels: (i) 2100-2102 Maryland Avenue and 1109 Rtace, NE; (ii) 1111-1115 %1
Street, NE; (i) 1104-1108 21Place, NE; (iv) 2106-2114 Maryland Avenue, NE; (v) 1109 21
Place, NE; (vi) 900-904 22 Street, NE; (vii) 2110-2114 | Street, NE; (viii) 2104-2108 | Street,
NE; (ix) 901-905 21 Street, NE; (x) 2105-2109 Maryland Avenue, NE; and (xi) 2111-2115
Maryland Avenue, NE, Washington, DC 20002. The Property occupies 5.78 ataes aihd
has approximately 252,000 square feet of enclosed improvements.

As of the Petition Date, approximately 75% of the Property w@=upied
pursuant to various rental leases. The aggregate amount of the mmentklgenerated from the
leases is approximately $198,775.00.

Federal National Mortgage Association (“Fannie Kjas owed in excess of $8
million from the Debtor pursuant to a certain note executed by ¢feoD (the “Not8). Fannie
Mae further has a security interest in the Property anerisl income pursuant to various loan

documents (collectively, the “Loan Documéint® secure the Note. The Note and the Loan

Documents were assigned to Fannie Mae by Citibank NAAlditienalhy,-SiteTec Construction

Co. (“SiteTet) and District Electrical Services, Inc. (“District Ekeical’) also assert

mechanic’s liens on the Property in the principal amounts of $58,052.83 and $1,181.02,

respectively. Additionally, the District of Columbia Water and Sewer Authority (“WASA”)

and Washington Gas have liens on the Property pursuant to thEinal Consent Order (1)

Prohibiting Utility Companies from Altering, Refusing or iBcontinuing Service, (1I) Deeming

Utilities Adequately Assured of Future Performance and (lIEstablishing Procedures for

Determining Additional Adequate Assurance of Paymeantered by the Bankruptcy Court

on May 13, 2011. The Debtor is not aware of any other liens on the Property ddpleeation

Assets. The Debtor expects to pay Fannie Mae, SiteTec, amattCEsectrical in full from the
{PAGE }
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sale proceeds at closion the sale of the Property. Moreover, WASA and Washington Gas

will be paid to the extent of any post-petition indebtednes from the sale proceeds at

Closing on the sale of the Property.

.  EVENTS LEADING TO THE DEBTOR’'S CHAPTER 11 PETITION

In 2010, Carver Terrace began to experience a significant downtuits in
occupancy rate and business income. As of the Petition Date, Bfdperty’'s 407 units, 102
units were vacant. The vacancy rate, coupled with the skyrockatstigof heating oil in the
unseasonably frigid and snowy winter months, exacerbated the Debtor’s tightendvzash

The Debtor began to actively market the Property prepetition to @dtbaoyers
and ultimately signed a letter of intent that included a purcpase in an amount greater than
the outstanding debt on the Note. As a result, however, of the Delataidtdunder the Note,
on December 23, 2010, Fannie Mae filed a four (4) count complaint (tpldin) in the
United States District Court for the District of Columbiaglking,inter alia, recovery of the
unpaid balance allegedly due from Carver Terrace on the Notapploentment of a receiver for
the Property, and injunctive relief. Thereafter, on January 24, 20tadieFRslae filed a Motion
for Appointment of Receiver and Injunctive Relief. In order to maenthe value of the
Property, the Debtor commenced this chapter 11 proceeding.

IV.  BANKRUPTCY PROCEEDINGS

The Petition for Relief

On March 3, 2011, Carver Terrace filed a voluntary petition for frelieer
Chapter 11 of the Bankruptcy Code. The Debtor is authorized to operdtesiness and
manage its properties as a debtor-in-possession pursuant to 88 140d(d)108 of the

Bankruptcy Code.
{PAGE }
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The Employment of Professionals by the Debtor

The Debtor is represented in this bankruptcy case by Whitefoythri& Preston
L.L.P. ("WT&P”). The employment of WT&P as bankruptcy counsel to the Debtor was
approved by the Bankruptcy Court by an Order entered March 28, 2011.

Use of Cash Collateral

On March 4, 2011, the Debtor filed a Motion to use the cash collateFannie

Mae. On March 29, 2011, the Bankruptcy Court entered a Stipulation aled Regarding

Interim Use of Cash Collateral (the “Cash Collateral OG)dauthorizing the Debtor to use cash
collateral pursuant to a budget presented by Debtor to the Bankruptey &hd Fannie Mae.

The Debtor currently has authority to use cash collateral through July 3% 2011.

Motion for Continuation of Utility Service and Approval of Adequate Assurarce of
Payment to Utility Company Under 11 U.S.C. § 366(b)

On March 28 2011, the Debtor filed an Emergency Motion for Einy of
Interim and Final Orders Pursuant to Sections 105(a) and 366 ohé Bankruptcy Code (1)
Prohibiting Utility Companies from Altering, Refusing or Discontinuing Service, (11)

Determining Adequate Assurance of Payment for Future Utity Services, and (lII)

Establishing Procedures for Determining Requests for Addional Adequate Assurance (the

“Utility Motion™). By the Utility Motion, the Debtor requested the entry of an Order (i

determining adequate assurance of payment for future utilityservices, and (iii) establishing

% Because the Debtor has satisfied the conditiongosth in the 14 decretal paragraph of the Cash Collateral
Order, the date through which the Debtor is auttearito use Fannie Mae’s cash collateral has betemaed for a
period of 90 days, from April 4, 2011 to July 3120

{PAGE }
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procedures for determining requests for additional adequateassurance. In the Utility
Motion, the Debtor proposed to provide utility companies with aditional adequate
assurance in the form of a post-petition lien on the Propeyt junior only to the liens of
Fannie Mae, SiteTec, and District Electrical on the Propdy, in addition to any prepetition

deposit held by such utility company.

On April 4, 2011, the Bankruptcy Court entered an Interim Order (I)

Prohibiting Utility Companies from Altering, Refusing or Discontinuing Service, (Il

Deeming Utilities Adequately Assured of Future Performane, (lll) Establishin

Procedures for Determining Additional Adequate Assuranceof Payment, (IV) Setting
April 22, 2011 Deadline for Objections to Order Becoming Final, ad (V) April 27, 2011
Final Hearing (the “Interim Utility Order™). Pursuant to th e Interim Utility Order, the
Bankruptcy Court found that the Debtor had furnished the utility companies with
adequate assurance of payment in compliance with § 366 of thartkruptcy Code for post-

or advance payments paid to the utility companies; and (iii) tb Debtor’s ability to pay for

future services in the ordinary course of business.

On April 22, 2011, Potomac Electric Power Company (“Pepco”) fild an

objection to the Utility Motion. Additionally, while it did not file a formal objection,

WASA raised certain issues it had with respect to the fility Motion with the Debtor.
Thereafter, on May 13, 2011, after the Debtor was able to achieve censual resolutions
with both Pepco and WASA, the Court entered a Final Consen©rder (1) Prohibiting

Adequately Assured of Future Performance and (llI) Establshing Procedures for
{PAGE }
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Determining Additional Adequate Assurance of Payment (the‘Final Utility Order”).

Under the Final Utility Order, WASA and Washington Gas have junor liens on the

Property securing any unpaid post-petition indebtedness of the Debtor

Motion for Authority to Sell Assets Pursuant to
Purchase and Sale Agreement

On March 31, 2011, the Debtor filed a Motion for Approval of (I) Sal&®kedal
Property and Related Assets Free and Clear of Liens and EncusdyréihcAssumption and
Assignment of Certain Executory Contracts and Unexpired Leas@g]IB Related Relief (the

“Sale Motiorf)-, pursuant to which the Debtor sought Bankruptcy Court authority to sell is

interest in the Property and the Operation Assets.

The Sale Motiorseekalso soughtBankruptcy Court approval of thesle-of-the

and

the-assumption and assignmgpursuant to § 365 of the Bankruptcy Code, of certairof the
Assigned Executory Contracts and Unexpired Leasestified-on-the-Sehedule—of-Assigned

conjunction with the operation of the Property as an apartmentomplex, including all of

the tenant leasessubject to the assumption, assignment and cure procedures sen fibreh

Plan. Fhesaleof

At the time the Sale Motion was filed, the Debtor proposetb sell the Property and

the Operation Assets

Operation—Assets to SCD Carver Holdings, LLO*SCD”) for the purchase price of

{PAGE }
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13,500,000, cash at closing. A copy of the Purchase and Sale Agreenbgnind between

the Debtor and SCD (the “SCD Agreement”) was attached as ERbit A to the Sale Mation

and set forth (in addition to the proposed price) all of the terms of thenoposed sale.

On May 5, 2011, the Debtor filed with the Court the First Amadment to the SCD
Agreement (the “SCD Amendment”). Pursuant to the SCD Amedment, SCD,inter alia
reduced the purchase price for the Property and the Opation Assets to $12,500,000 and
extended the closing date on the sale of the Property to émber 23, 2011, with the ability
to further extend the closing date for up to three (3) additional one monthexiods.

On May 17, 2011, the Debtor received a competing offer by William C. Smith & Co.,
Inc. (*Smith”) for the purchase of the Property and the Opemation Assets. A copy of the
Purchase and Sale Agreement submitted by Smith (the “SnhitAgreement”) is attached as

Exhibit A to the Plan. Pursuant to the Smith Agreement, 8ith proposed to purchase the

Property and the Operation Assets for the purchase price d$12,525,000, cash at closing,
with closing to occur between thirty (30) and sixty (60) days &m the Court’'s approval of

the sale of the Property. The Debtor determined in its Usiness judgment that the

competing offer submitted by Smith was the highest and Isé bid on the Property,
compared to the SCD Agreement.

On May 18, 2011, the Bankruptcy Court held a hearing on the Sale MotionAt the
hearing, the Debtor presented the Smith Agreement to th&ankruptcy Court and the
Bankruptcy Court determined that the offer represented ty the Smith Agreement was the
superior offer. The Bankruptcy Court based its decision orboth the higher sale price
represented in the Smith Agreement and the expediencyit which Smith could close on

the sale of the Property and the Operation Assets.
{PAGE }
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At the May 18 hearing, the Court established May 23, 2011 at 12:00 p.m.
EDT as the deadline for objecting to the sale of the Properand the Operation Assets to
Smith and for submitting competing bids for the Property andthe Operation Assets. As
such, the filed and served that certaiiNotice of (A) Additional Purchase Offer in Connection
with Debtor’'s Motion for Approval of (1) Sale of Real Property arRelated Assets Free and
Clear of Liens and Encumbrances, (II) Assumption and Assi of Certain Executory
Contracts and Unexpired Leases and (lll) Related Relief, (B)adine for Submission of

Objection or Higher and Better Offers, and (C) Continued Hemgi on Sale Motion(the

“Notice of Competing Bid Deadline™ upon all parties-in-intaest entitled to receive such

notice. Thereafter, on May 23, 2011, SCD timely filed itModified Offer to Purchase Real
Property (the "SCD Modified Offer”), increasing its offer to purchase the Property and the
Operation Assets from $12,500,000 to $12,750,000, but leaving all other prior rtes and

conditions of the SCD Agreement unaltered.

On May 24, 2011, the Court held another hearing on the Sale Motiomot
determine which offer represented the highest and bebid for the Property and Operation
Assets: the offer represented by the Smith Agreement dhe offer represented by the SCD
Agreement, as modified by the SCD Modified Offer. At theMay 24 hearing, the Court
determined that the Smith Agreement was the highest angest offer. Accordingly, on May

, 2011, the Court entered the Sale Order, approving the sale dfet Property and the
Operation Assets to Smith.
Pendingentry-ofthe Sale-Orderandonfirmation of the Plan, the closing of the

sale of the Property and the Operation Assets to the Purchassuant to the Sale Agreement

(the “Closing) will occur between thirty (30) days—after—theCourtconfirms—thePlan-and
{PAGE }
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fellowing-the-date—of-execution-of-the-Sale-Agreerandtsixty-five (65) days after the Sale

Order becomes a Final Order

V. THE SALE

The Sale Agreement

The Plan contemplates the sale of the Property and the Operasets Athe

assumption and assignment of the Assigned Executory ContractdJrexpired Leases

identified on the Schedule of Assigned Executory Contracts and UedXp@ases, attached as

Exhibit B to the Plan, and the rejection of the remaining execuwtonyracts and unexpired

leases. The Debtor entered into the Sale Agreemektapeh-10-2011—Fhe Sale-Agreement

. 23, 2011, whichis attached as Exhibit £

the Plan. The following is a summary of the Sale Agreementdbes not purport to be

complete. The Debtor urges you to review the Sale Agreement in its entirety.

1.

The Purchaséfhe Purchaser iSCb-CarverHeldings,—LW/illiam C.

Smith & Co., Inc. or its assignee WCS Carver Terrace Limited
Partnership. The Purchaser is not affiliated in any manner with the

Debtor or its principal.

Price The purchase price is-3; ; 2,525,000¢ash at closing.

Executory Contracts and LeasesThe Purchaser’'s purchase of the
Debtor’s executory contracts and leases is included in the parphas.

In accordance with the Sale Agreement, the Purchaser selécse t
executory contracts and unexpired leases it wanted the Debtsuimes
and assign to the Purchaser, which are listed on the Scheduleigrietkss
Executory Contracts and Unexpired Leases, attached as ExhibitHg
Plan. The Sale Agreement provides that the Debtor is resporwiliteef

{PAGE }
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payment of all cure amounts necessary to assume and assigssiheet|
Executory Contracts and Unexpired Leases.

Closmg shaII bebetweenthlrty (30) nd S|xt¥-f|ve (65)days after
theGeu%t—eenﬂ%ms—the—DebtePs—Pla#and—pFewdeSANHﬁenﬁenee@# such

Order becomes a Final Order

6.5. Expenses Generally, the Sale Agreement provides that each party will
bear their own expenses in conjunction with the sale.

The Avoidance Actions

The Purchaser will not be purchasing the causes of action Dfetbi®r under 88

542 through 550 of the Bankruptcy Code (the “Avoidance Act)onghe Debtor does not

presently believe that there are any potential Avoidance Actimisare beneficial to the estate

but whatever those Avoidance Actions may be, they are retainechébyDébtor to be

administered by the Reorganized Debtor on behalf of the Estate if appropriate.

{PAGE }
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VI. PLAN OF REORGANIZATION

Summary

The Debtor believes that the Plan will allow it to efficienityuidate its assets
and make distributions to creditors. The Plan will result in avedlieceiving a greater recovery
than would be available if the Debtor’s assets were liquidated @idgater 7 of the Bankruptcy
Code and distributed in accordance with the statutory scheme avitipsi contained in the
Bankruptcy Code.

THE FOLLOWING IS A SUMMARY OF THE SIGNIFICANT ELEMBETS OF
THE PLAN. THIS SUMMARY IS QUALIFIED IN ITS ENTIRETYBY THE MORE
DETAILED INFORMATION SET FORTH IN THE PLAN AND THEDEBTOR STRONGLY
URGES YOU TO READ THE PLAN IN ITS ENTIRETY.

Provision for Payment of Administrative Claims,
Priority Claims and Priority Tax Claims

Allowed Administrative Expense Claim$Except to the extent that a holder of an

Allowed Administrative Expense Claim agrees to a differeeattnent, holders of Allowed
Administrative Expense Claims will receive Cash equal to theidmgation of such Allowed
Administrative Expense Claim on the later of (a) the EffedDe¢e, (b) the date on which such
entity becomes a holder of such Allowed Administrative ExpensenCta (c) such date as such

entity may agree to with the Debtor, providedwever that Administrative Expense Claims

representing liabilities incurred in the ordinary course of busibgsthe Debtor, as debtor-in-
possession, or liabilities arising under other obligations incurrethéyDebtor, as debtor-in-
possession, whether or not incurred in the ordinary course of businesshesipaid by the

Reorganized Debtor in accordance with the terms and subject torttigians of any orders or

{PAGE }
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agreements governing, instruments evidencing, or other documentgyrédatsuch transactions.
Notwithstanding 8 503(a) of the Bankruptcy Code, any person seeking paywhemt
Administrative Expense Claim under 8§ 503 of the Bankruptcy Code tasitimeurred on or
before the Effective Date but which has not been paid by the Debgll be required to file an
application for the allowance of final payment of said Claim obefore sixty (60) days after
the Effective Date, and any such Claim not filed by that datdl be forever barred and
discharged. Objections to any such application shall be filed witivity (30) days after the
filing of the application. Notwithstanding the foregoing, ProfessioRa&rsons with
Administrative Expense Claims shall comply with the provisions of Section 7.7 ofahe PI

Allowed Priority Claims The holders of Allowed Priority Claims will receive

Cash equal to the unpaid portion of such Allowed Priority Claim, on teedé(a) the Effective
Date, (b) the date on which said entity becomes a holder of slmkedl Priority Claim, or (c)
such date as such entity may agree to with the Debtor.

Allowed Priority Tax Claims Except to the extent that a holder of an Allowed

Priority Tax Claim agrees to a different treatment, atstble option of the Reorganized Debtor,
each holder of an Allowed Priority Tax Claim shall receive,ulh &nd complete settlement,
satisfaction and discharge of its Allowed Priority Tax Claim: (a) Cash an@ount equal to such
Allowed Priority Tax Claim on, or as soon thereafter asasarably practicable, the later of the
Effective Date and the first Business Day after the deateis thirty (30) calendar days after the
date such Priority Tax Claim becomes an Allowed Priority Té&im, or (b) equal annual Cash
payments in an aggregate amount equal to such Allowed PriorityClam, together with
interest at a fixed annual rate, which is consistent with egigk laws or as set by order of the

Bankruptcy Court, over a period not exceeding five (5) years agdpé¢tition Date, which shall
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begin on, or as soon thereafter as is reasonably practicablaethef the Effective Date and the
first Business Day after the date that is thirty (30) caleddss after the date such Priority Tax
Claim becomes an Allowed Priority Tax Claim. Notwithstandimg foregoing, payment terms
for Allowed Priority Tax Claims shall not be less favorablentlthe treatment of General
Unsecured Claims. All Allowed Priority Tax Claims that ast due and payable on or before
the Effective Date shall be paid in the ordinary course of busasessich obligations become
due.

Designation of Classes of Claims and Interests

For purposes of the Plan, Claims and Interests are classified as follows:
“Class 1 Claimi shall consist of the Allowed Secured Claim of the District of
Columbia Office of Tax and Revenue, Real Property Tax Administration.
“Class 2 Claim shall consist of the Allowed Secured Claim of Fannie Mae.
“Class 3 Claim shall consist of the Allowed Secured Claim of SiteTec.
“Class 4 Claim shall consist of the Allowed Secured Claim of District Electrical.

“Class 5 Claimsshall consist of the Allowed Other Secured Claims.

“Class 6 Claimsshall consist of the General Unsecured Claims.

“Class 7 Interestsshall consist of any Interests held in the Debtor, including

without limitation, any and all issued and outstanding membershigstdem MWM Carver
Terrace, LLC.
Treatment of Claims and Interestsdrderunder the Plan
Claims and Interests shall receive the following treatment under the

Plan:
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Class 1 Claim (District of Columbia Office of Tax and Reverfeeal Property

Tax Administration) Class 1 is impaired by the Plan. In full and complete faatisn,

discharge and release of the Class 1 Claim, the holder of lih&edl Class 1 Claim shall receive
Cash equal to one hundred percent (100%) of its Allowed Secured,Qhim interest as

provided by applicable law, paid pursuant to the Plan and at Closing eal¢hef the Property.

The holder of the Allowed Class 1 Claim shall continue to retaileih on and security interest
in, if any, the Property until Closing on the sale of the Pitgpat which time the Allowed Class
1 Claim will be paid in full.

Class 2 Claim (Fannie Mae Secured Clai®lass 2 is impaired by the Plan. In

full and complete satisfaction, discharge and release of the @l&aim, the holder of the

Allowed Class 2 Claim shall receive cash equal to one hundred p€t©886) of its Allowed

Secured Clainplus—interest-as—provided-by—apphecable-|lgyaid pursuant to the Plan and at
Closing on the sale of the Propertgcluding payment of unpaid principal balance, non-
default and default interest, vield maintenance, and othecharges required under the loan
documents, including Fannie Mae’s costs and expenses, umdihg reasonable attorneys’
fees incurred prior to the Petition Date and during thisChapter 11 Case in enforcing its
rights under the loan documents; provided, however, that any dmited amounts claimed
by Fannie Mae shall be paid into escrow at Closing and releasesly upon agreement of

the Debtor and Fannie Mae or upon Final Order of the Court The holder of the Allowed

Class 2 Claim shall continue to retain its lien on and secuitigyast inif-any, the Property until
Closing on the sale of the Property, at which time the Allo@kds 2 Claim will be paid in full

except as provided in § 4.2 B. of the Plan
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Class 3 Claim (SiteTec Secured Clain@lass 3 is impaired by the Plan. In full

and complete satisfaction, discharge and release of the Cldas3 the holder of the Allowed
Class 3 Claim shall receive cash equal to one hundred percent (0% )Allowed Secured
Claim plus interest as provided by applicable law, paid pursuant to the Plan aodiagy Gh the
sale of the Property. The holder of the Allowed Class 3 Claat sontinue to retain its lien on
and security interest in, if any, the Property until Closinghendale of the Property, at which
time the Allowed Class 3 Claim will be paid in full.

Class 4 Claim (District Electrical Secured ClaimElass 4 is impaired by the

Plan. In full and complete satisfaction, discharge and releabe @flass 4 Claim, the holder of
the Allowed Class 4 Claim shall receive cash equal to one hundrednpgd00%) of its
Allowed Secured Claim plus interest as provided by applicable daid, pursuant to the Plan
and at Closing on the sale of the Property. The holder of tleevédl Class 4 Claim shall
continue to retain its lien on and security interest in, if anyPtioperty until Closing on the sale
of the Property, at which time the Allowed Class 4 Claim will be paid in full.

Class 5 Claims (Other Secured Claims§)lass 5 is impaired by the Plan. In full

and complete satisfaction, discharge and release of the Cladairbs, on or as soon as
reasonably practicable after the later of the Effective Date or am Sticared Claim is Allowed,
each holder of an Allowed Other Secured Claim shall receivheaition of the Debtor, either

(i) Cash in an amount equal to one hundred percent (100%) of the Allowed Other Secuned Clai
(ii) the proceeds of the sale or disposition of the Collateralrsersuch Allowed Other Secured
Claim to the extent of the value of the holder’'s secured interesich Collateral, net of the
costs of disposition of such Collateral, (iii) such other distribuiemecessary to satisfy the

requirements of the Bankruptcy Code, including the surrender of ahyGuoitateral; or (iv)
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such other treatment as the Debtor and such holder of an Othee®€&taim may agree. The
holders of Allowed Class 5 Claims shall continue to retain @amslon the Collateral which
secured such claims on the Petition Date to the extent saldteZal has not been sold or
otherwise liquidated prior to the date of the Confirmation Order.

Class 6 Claims (General Unsecured ClaimS)ass 6 is impaired by the Plan. In

full and complete satisfaction, discharge and release of the €l&@&sims, the holders of the
Allowed Class 6 Claims shall receive cash equal to one hundred percent (100ét) Alldlved
Claims, plus interest at the federal judgment rate in etiscof the Petition Date from the
lattedater of the Petition Date or the date that the Claim becanuédited through the date on
which the Claim is paid in full, paid pursuant to the Plan andlasi®®y on the sale of the
Property.

Class 7 Interests (MWM Carver Terrace Membership IntdrestSlass 7 is

impaired by the Plan. The holder of the Class 7 Interests igtalh her 100% ownership
inrteresinterests in the Reorganized Debtor. Upon the payment in full of all Alloweas€b
Claims, any remaining Cash on hand shall be distributed to the Reorganized Debtor.

Liquidation of the Debtor’s Estate

Distribution Account The proceeds of the Sale, the Reorganized Debtor’'s Cash

and the Reorganized Debtor's accounts receivable will fund theildbigbn Account. The
Distribution Account will be used by the Reorganized Debtor to magkeagrats required under

the Plan in accordance with the priorities set forth in Article IV hereof.
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MeansefOf Execution eftheOf The Plan

Authority of Reorganized Debtor By confirmation of the Plan, the

Reorganized Debtor is authorized to carry out its duties under the Racarrying out such
duties, the Reorganized Debtor shall comply with all applicable laws.

Rights, Duties and Obligations of Reorganized Debén the Effective Date, the

Reorganized Debtor alone shall have the following rights, duties and obligationgJiater
a. to use, sell or lease any or all of the property of the Estate;
b. to distribute funds to holders of Allowed Claims and Allowed

Interests consistent with the terms of the Plan;

C. to maintain the Distribution Account created pursuant to the Plan;

d. to file a final report and move to close the Debtor's Chalter
Case; and

e. any other duties of a debtor consistent with the Bankruptcy Code,

payment to holders of Claims, and to implement the Plan.

Claim Objections  On the Effective Date, the Reorganized Debtor shall have

the right, duty and obligation to review the Debtor's Schedules an€lamys or Interests filed
in this Chapter 11 Case and to object to any such Claims or Interests.

Sale of Assets The Confirmation Order shall incorporate by reference the Sale
Order and authorize the Debtor to take all actions required to cen@liesing on the Property
and the Operation Assets The sale of th@roperty and the Operation Assetsnd-the-Property
pursuant to thésset-PurchaSale Agreement and the Plan in all respects shall be deemed a sale
pursuant to 88 105 and 363 of the Bankruptcy Code and an assumption and assignment of

executory contracts and unexpired leases pursuant to 8 365 of the Bank@gute, in
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accordance with and under the provisions of 8 1123 of the Bankruptcy Cquteyaked for in
the Plan, confirmed pursuant to 8 1129 of the Bankruptcy Code, effectuasedupuio § 1141
of the Bankruptcy Code, and in accordance with § 1146 of the Bankruptcy ©Ooskdl alithe

Property and the Operation Assets free and clear of all liens. If agmewho (i) asserts a lien

with respect toany—othe Property or the Operation Assets or (ii) is a party to an Assigned

Executory Contract or Unexpired Lease, does not object to the Plan, such pelidmn ddamed

to have consented to the salesettthe Property and the Operation Assets free and clear of

such person’s asserted lien, to the assignment of any such dddigrecutory Contract or
Unexpired Lease, including the Debtor's proposed cure amount relatthg ssssumption and
assignment of any executory contract or unexpired lease, draéoconsented to the treatment
provided for such person under the Plan.

Closing under thésset PurchaS8ale Agreement and Consummation of the Plan

On and after the Confirmation Date, the Debtor shall take essanable actions
necessary to consummate and implement the Plan, including thectiams@rovided for in the
Asset-Purcha8ale Agreement and will execute and deliver any related agreeptgaaisments
or other instruments. Without limiting the generality of the doreg, theAssetPurchas8ale
Agreement and any related documents, agreements or other inssumaytbe modified,
amended or supplemented by the parties thereto in accordance widrntisethereof without
further order of the Bankruptcy Court; provided, that any such modifircaimendment or
supplement does not have a material adverse affect on the Estate or Creditors.

' ailure to Achieve Effective Date In the

event that the Sale Agreement is terminated or the transaa@riemplated in such Sale

Agreement do not occur for any reasém-Debtor-shall-have-aperiod-of-180-daysfrom the
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the Effective Date does not otherwise occur, the Debtor shdlave the right to modify the

Plan pursuant to § 1127 of the Bankruptcy Code and all credita, including, but not

limited to, Fannie Mae expressly reserve the right to supporior oppose such Plan

modification.

Vesting of Assets  On the Effective Date, by virtue of the Confirmation of the
Plan, the assets of the Estate shall vest in the Reorganitd#drDieece and clear of all liens,
claims or encumbrances except as set forth in the Plan, andther farder of court shall be
required for the Reorganized Debtor to sell, convey, loan, or encuimd&rdperty or the
Operation Assets in any manner.

Plan Funding The sources for funding of the Plan shall include, but shall not be
limited to, the sale of thBroperty and the Operation Assets pursuant to thesetPurchaSale
Agreementand the Plan

Transfer of Property Holders of Claims and Interest holders shall be paid in

accordance with their priorities set forth in the Bankruptcy Cattk the terms set forth in the
Plan. Upon confirmation of the Plan, the Debtor shall be designatadchptite § 1142(b) of the
Bankruptcy Code to execute or deliver any instrument requiredféot ea transfer of any
property dealt with by the Plan and to perform any act tha¢dégssary for the consummation of
the Plan.

Provisions Governing Distributions
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Distributions Commencing on the Effective Dabe as otherwise provided in
the Plan, the Reorganized Debtor shall make payments, in Cash, to the holddir&\ibdwed
Claims and Interests in accordance with the terms and conditidghe 8lan. The Reorganized
Debtor may pre-pay, in full or in parts, any payments under tAe Rithout penalty. The
Reorganized Debtor shall act as disbursing agent for the purposekofg those distributions
provided under the Plan.

Distributions of Cash At the option of the Reorganized Debtor, any Cash

payment to be made by the Reorganized Debtor pursuant to the Plamenmagde by check
drawn on a domestic bank or by wire transfer.

Delivery of Distributions and Undeliverable DistributionsDistributions to

holders of Allowed Claims shall be made at the address ofathholder as set forth on the
Schedules filed with the Bankruptcy Court unless superseded by thessddr set forth on the
proofs of Claim filed by such holders or other writing notifying tbebtor (or, after the
Effective Date, the Reorganized Debtor) of a change of a&ldiésany holder’s distribution is
returned as undeliverable, the holder of any such Claim or Intgralitnot be entitled to any
other or further distribution under the Plan on account of such Claim enesttunless the
Debtor is notified of a new address within thirty (30) days of Dedtor's receipt of such
returned distribution.

Withholding and Reporting Requirementd$n connection with the Plan and all

documents executed in connection therewith and distributed thereon, dhgafeed Debtor

shall comply with all applicable withholding and reporting requiresh@nposed by any federal,
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state or local taxing authority, and all distributions under tlam Bhall be subject to any such
withholding or reporting requirements.

Time Bar to Cash Payment€hecks issued by the Reorganized Debtor in respect

of Allowed Claims or Interests shall be null and void if not negediavithin forty-five (45)
days after the date of issuance thereof. Requests for reisaiamecheck shall be made to the
Reorganized Debtor by the holder of the Allowed Claim or Intet@stvhom such check
originally was issued. On the last distribution date, all disinbatfor which checks were not
requested to be reissued shall be used to satisfy the costs afistehiing and fully
consummating the Plan and the holder of any such Claim or Ingtras not be entitled to any
other or further distribution under the Plan on account of such Claim or Interest.

Setoffs The Reorganized Debtor may, in accordance with § 553 of the
Bankruptcy Code and applicable non-bankruptcy law, set off againstlewed Claim and the
distributions to be made pursuant to the Panaccount of such Claim (before any distribution
is made on account of such Claim), the claims, rights and cauaesaof of any nature that the
Debtor or the Reorganized Debtor may hold against the holder of $iogved Claim;_provided
however that neither the failure to effect such a setoff nor the allowaf any Claim hereunder
shall constitute a waiver or release by the Debtor, the Dabfossession, or the Reorganized
Debtor of any such claims, rights and causes of action thatebi the Debtor-in-Possession,

or the Reorganized Debtor may possess against such holder; and pfoxtigexdhowevey that

any claims of the Debtor arising before the Petition Datdl firet be setoff against Claims

against the Debtor arising before the Petition Daléne Debtor does not assert any such

claims against Fannie Mae.
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Professional Persons with Administrative Expense Claimtwithstanding 8

503(a) of the Bankruptcy Code, each Professional Person or finmeckt&ith approval by order
of the Bankruptcy Court requesting compensation in this Chapter 11pGeseant to 88 330 or
503(b) of the Bankruptcy Code for any fees for services renadersdmbursement of expenses
incurred on or before the Effective Date, shall be required tatilapplication for the allowance
of final payment of said fees and expenses on or before sixty §§6)atfter the Effective Date,
and any such claim not filed by that date shall be forever barmédlischarged. Objections to
any such application shall be filed within thirty (30) days atterfiling of the application. The
provisions of this paragraph are not intended to limit or expand theyadiliProfessional
Persons to receive compensation for services performed or reimamtsr expenses incurred
post-Effective Date to facilitate the consummation of the Rlad the performance by the
Reorganized Debtor of its duties under the Plan. The Reorganized Dehyjtqray any fees and
expenses of Professional Persons incurred after the Effectieevitaout further order of the
Bankruptcy Court. Each Secured Creditor seeking payment or reimlamserh fees for
services rendered by a Professional Person in respect @hhser 11 Case and pursuant to 8
506(b) of the Bankruptcy Code, shall be required to file an applicaticdhdaxllowance of final
payment of said fees within thirty (30) days of its receiphatice from the Debtor that the
Debtor believes such fees to be unreasonable. In the event tRslitoe determines that such
Professional Person’s fees, incurred by a Secured Creditor gumelsted in accordance with 8§
506(b) of the Bankruptcy Code are not reasonable, the Debtor shallsplattelisputed funds
into the-Distribution-Accotigscrow upon Closing, pendinggreement of the parties orthe

Bankruptcy Court’s entry of a Final Order resolving the allowancdisallowance of such fees
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Any remaining non-disputed amounts of an Allowed Secured Clai shall be paid at

Closing as set forth in the Plan

Transactions on Business Day$ the date on which a transaction is scheduled to

occur under the Plan falls on a day that is not a Businesstiixafransactions contemplated by
the Plan to occur on such day may instead occur on said day or the next Business Day.

Procedures for Resolving and Treating Disputed
Claims and Interests

No Distribution Pending AllowanceNotwithstanding any other provision of the

Plan, the Reorganized Debtor is not required to distribute Cash orpotperty under the Plan

on account of any Disputed Claim or Interest, unless and until such @ldnterest becomes an

Allowed Claim or Interest Any non-disputed portions of such Claims or Interests sil be

paid in accordance with the Plan

Resolution of Disputed Claims or Interest&fter the Confirmation Date, unless

otherwise ordered by the Bankruptcy Court after notice and @ngeéne Reorganized Debtor
shall have the right to make and file objections to Claims ordsiterand shall serve a copy of
each objection upon the holder of the Claim or Interest to which thetioijés made as soon as
practicable, but in no event later than forty-five (45) days dlfterEffective Date. From and
after the Confirmation Date, all objections shall be litigated Final Order except to the extent
the Reorganized Debtor elects to withdraw any such objection or the ReedyBabtor and the
claimant elect to compromise, settle or otherwise resolveacty objection, in which event they
may settle, compromise or otherwise resolve any Disputed Claim oedhtethout the approval

or order of the Bankruptcy Court.
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Estimation The Reorganized Debtor may, at any time, request that the
Bankruptcy Court estimate any Disputed Claim or Interest pursteari 502(c) of the
Bankruptcy Code regardless of whether the Reorganized Debtor &etiter has previously
objected to such Claim or Interest, and the Bankruptcy Court stal yarisdiction to estimate
any Claim or Interest at any time, including during litigaticoncerning any objection to such
Claim or Interest. In the event that the Bankruptcy Court esisnany Disputed Claim or
Interest, that estimated amount may constitute either the Adlameount of such Claim or
Interest or a maximum limitation on such Claim or Interestjeiermined by the Bankruptcy
Court. If the estimated amount constitutes a maximum limitadn such Claims or Interests,
the Reorganized Debtor may elect to pursue any supplemental girgse¢o object to any
ultimate payment of such Claim or Interest. All of the af@etoned Claims or Interests
objection, estimation and resolution procedures are cumulative and natardgesxclusive of
one another. On and after the Confirmation Date, Claims or $tdandich have been estimated
subsequently may be compromised, settled, withdrawn or otherwisevedsaithout the
approval or order of the Bankruptcy Court.

Allowance of Disputed Claims|f, on or after the Effective Date, any Disputed

Claim becomes an Allowed Claim, the Reorganized Debtor shall, before the last Business
Day of the first month following the month in which the Claim becorae Allowed Claim,
distribute to the holder of such Allowed Claim the amount of Caslstlddt holder would have
been entitled to receive under the Plan if such Claim had beenl@amed Claim on the
Effective Date.

Treatment of Executory
Contracts and Unexpired Leases
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Executory Contracts and Unexpired Leasém the Effective Date, all executory

contracts and unexpired leases that exist between the ReotyBaktor and any person shall
be deemed rejected as of the Effective Date, except fagxaoutory contract or unexpired lease
that (i) is the subject ahoetiors motion to assume or reject pending on the Confirmation Date;

(i) was assumed or rejected before the Confirmation Datg;iqilisted on the Schedule of

Assigned Executory Contracts and Unexpired Ledsesuch-list-of-executory—contracts—and

becomes the subject of a dispute over the amount or manner of cure.

Approval of Assumption or RejectionEntry of the Confirmation Order as of the

Effective Date shall constitute: (i) the approval, pursuant to 8a3@B(the Bankruptcy Code, of
the assumption by the Reorganized Debtor and assignment to the Buwh#se executory
contracts and unexpired leases listed on the Schedule of Assigeedt&y Contracts and

Unexpired Leases, pursuant to the terms and conditions of the Salenfgtdor,—H—the

Buyerand the Plan (ii) the approval of the assignment to theyeiPurchaser of the executory

contracts and unexpired leases assumed by the Debtor prior to then@boh Date pursuant to
the terms and conditions of thessetPurchaS8ale Agreementand the Plan and (iii) the
approval, pursuant to 8 365(a) of the Bankruptcy Code, of the rejectioneoéxecutory
contracts and unexpired leases rejected pursuant to the Plan erisghguring the Chapter 11
Case or not assigned pursuant to the terms and conditions/dsbePurchaSale Agreement.
Notwithstanding anything contained herein to the contrary, up to the @atifan Date, the

Debtor (with the concurrence of thryeiPurchaser shall have the right to add to or delete
{PAGE }



Case 11-00168 Doc 72 Filed 05/24/11 Entered 05/24/11 19:10:58 Desc Main
Document  Page 32 of 52

from the Schedule of Assigned Executory Contracts and Unexpieases, any executory
contract or unexpired lease. The Schedule of Assigned ExedOtoriacts and Unexpired
Leases is attached to the Plartasibit B.

Cure of DefaultsThe Reorganized Debtor shall cure any defaults respectihg eac

executory contract or unexpired lease assumed pursuant to Sectodtb@2Plan upon the latest
of: (i) the Effective Date or as soon thereafter as prauiic (i) such dates as may be fixed by
the Bankruptcy Court or agreed upon by the parties includin@diyeiPurchaser, or as soon
thereafter as practicable; or (iii) the tenth”()LtBusiness Day after the entry of a Final Order
resolving any dispute regarding (a) a cure amount; (b) the abilitye Reorganized Debtor to
provide (or to caus&uyeiPurchaser to provide) “adequate assurance of future performance”
under the executory contract or unexpired lease assumed pursuan®lantie accordance with

8 365(b)(l) of the Bankruptcy Code, or (c) any matter pertainirggsomption or the cure of a
particular executory contract or an unexpired lease; provided,ltisaich cure obligations shall
be completed prior to or at or about the Closing of the transactionsngolated by thé\sset
PurchasBale Agreement unlesBuyePurchaser agrees otherwise. The Schedule of Assigned

Executory Contracts and Unexpired Leases sets forth the Deptopssed cure amounts for

each of the Assigned Executory Contracts and Unexpired Lebsdse-event-thatthe-Operation

Leoocpocion pelnc o s bae an S n s e

Objection to Proposed Cure AmountNon-Debtor parties to the Assigned

Executory Contracts and Unexpired Leases listed on the SchedwWessaned Executory
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Contracts and Unexpired Leases, attached to the Pldixlasit B, that disagree with the
Debtor’s proposed cure amount set forthEormibit B, shall file an objection to the Plan by the
Plan Objection Deadline. If a non-Debtor party to an Assigned ExgoGbntract or Unexpired
Lease falls to file an objection to the Plan by the Plan Obje&eadline, such non-Debtor party
shall be deemed to consent to the Debtor's assumption and assigarttexBdreiPurchaser

and to the Debtor’'s proposed cure amount, and shall be forever barreddjeeting thereto.

Bar Date All proofs of Claim with respect to Claims arising from tlgection of

any executory contract or unexpired lease shall be filedtivgiBankruptcy Court no later than
thirty (30) days after the entry of the Confirmation Ordeny &£laim not filed within such time

shall be forever barred.

Effectiveness of the Plan

Conditions Precedent to the Effective DateThe following are conditions

precedent to the Effective Date of the Plan:
{SEQ 5_2 \* alphabetic \r}1 The Bankruptcy Court shall have
entered an order confirming the Plan in form and substance satisfactory to the Debt
(b) All documents, instruments and agreements,

in form and substance satisfactory to the Debtor, provided for undecessary to implement
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the Plan shall have been executed and delivered by the partiet® thimless such execution or
delivery has been waived by the parties benefited thereby; and

(© The Closing on the sale of tReoperty and the Operation Assets

under theAsset-PurchaSale Agreementbr-in-accordance-with-section-6-6_tlie Sale Order,

and the Plan.
Within fourteen (14) days after the occurrence of the EffectiateDthe
Reorganized Debtor shall file a pleading entitled “Certifmanf Occurrence of Effective Date”

with the Court in which it shall state the date upon which the Effective Date acurre
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Effect of Confirmation

Release of AssetsUntil the Effective Date, the Bankruptcy Court shall retain

jurisdiction of the Debtor and the Estate Assets. Theregftesdliction of the Bankruptcy Court
shall be limited to the subject matters set forth in ArtKleof the Plan, and the Reorganized
Debtor shall perform its affairs as provided in the Plan.

Binding Effect Except as otherwise provided in 8§ 1141(d)(3) of the Bankruptcy
Code, on and after the Confirmation Date, the provisions of the Pldrbsithlny holder of a
Claim against, or Interest in, the Debtor and its respectiveessors and assigns, whether or not
the Claim or Interest of such holder is impaired under the Plan hather or not such holder
has accepted the Plan.

Term of Injunctions or StaysUnless otherwise provided, all injunctions or stays

provided for in the Chapter 11 Case pursuant to 8 105 of the Bankruptcy Coderoniss, and
in existence on the Confirmation Date, shall remain in full force and effatallmbligations of
the Reorganized Debtor under the Plan have been performed and the Ch#&}dee Iihs been
closed.
Discharge Except as otherwise provided in the Plan or the Confirmation Order

effective on the Effective Date, the Plan shall discharge andrnate all liability for any debt of
or Claim against the Debtor that arose before the EffeDtate, and any debt or claim of a kind
specified in 88 502(g), 502(h), or 502(1) of the Bankruptcy Code, whether or not:

€)) a proof of Claim based on such debt or Claim was filed, anelge
filed, under 8§ 501 of the Bankruptcy Code;

(b) such Claims are Allowed or Disallowed under § 502 of the

Bankruptcy Code;
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(© such Claim was properly scheduled, if such claim holder had
notice of this Chapter 11 Case before the Effective Date; or
(d) the holder of such Claim has accepted or rejected the Plan.

Release and Injunction On the Effective Date, the Debtor, in its individual

capacity and as a debtor-in-possession, for and on behalf of tte,Ese Reorganized Debtor
and each holder of a Claim against and Interest in the Debtdryheskeases and discharges,
absolutely, unconditionally, irrevocably and forever: (a) any and all Cafigegion against any
current or former officer, director, member or agent of the Debtoe{resentativy, in their
capacity as such, from any Claim or Cause of Action (i) ragi$ifom the beginning of time
through the Confirmation Date related to acts or omissions tonatiding, but not limited to,
any Claims or Causes of Action arising out of any allegghatiary or other duty), or (ii) which
might at any time after the Confirmation Date arise out atlate, directly or indirectly, to any
pre-Confirmation Date acts or omissions; and (b) any and all €afséction against any
Representative arising from or related to such Represensatieés or omissions to act in the
Chapter 11 Case, except that Representatives shall not beedeleam any liability relating to
acts or omissions to act of gross negligence or willful misconduia. the fullest extent
permitted by applicable law, each holder of a Claim (whether oAllmived) against or Interest
in the Debtor, the Estate or the Reorganized Debtor shall be ehjsor@ commencing or
continuing any action, employment of process or act to collect,taffseecover and shall be
deemed to release any Claim against (i) any current oefoofficer, director, member or agent
of the Debtor arising from the beginning of time through the Confiamd@ate or which might
at any time after the Confirmation Date arise out of tatee directly or indirectly, to any pre-

Confirmation Date acts or omissions related to his or her acmissions to act (including, but
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not limited to, any claims arising out of any alleged fiduciaryother duty), or (ii) any
Representative arising from or related to such Represensatieés or omissions to act in the

Chapter 11 CaseThis provision is not intended, and shall not constitute, aelease of any

claims by Fannie Mae against the Carver Terrace Member, in hecapacity as quarantor of

the Debtor’s obligations under the loan documents.

Retention of Jurisdiction

Jurisdiction of Bankruptcy Court The Bankruptcy Court shall retain exclusive

jurisdiction of all matters arising under, arising out of, oatesd to, the Chapter 11 Case and the
Plan pursuant to, and for the purposes of, 88 105(a) and 1142 of the Bankruptan@dde
among other things, the following purposes:

({SEQ 5_2 \* alphabetic \r}1 To hear and determine any motions for the
assumption or rejection of executory contracts or unexpired leaséshe allowance of any
rejection Claims resulting therefrom;

({SEQ 5_2 \* alphabetic Ypn To determine any and all pending adversary
proceedings, applications, and contested matters;

({SEQ 5_2 \* alphabetic }in To hear and determine any objection to any Claims

or Interests;

({SEQ 5_2 \* alphabetic }) To enter and implement such orders as may be
appropriate in the event the Confirmation Order is for any reasgedtrevoked, modified, or
vacated,

({SEQ 5_2 \* alphabetic }n To issue such orders in aid of execution of the Plan

to the extent authorized by § 1142 of the Bankruptcy Code;
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({SEQ 5_2 \* alphabetic }in To consider any modifications of the Plan, to cure
any defect or omission, or reconcile any inconsistency in atgr af the Bankruptcy Court,
including, without limitation, the Confirmation Order;

({SEQ 5_2 \* alphabetic Yp To hear and determine all applications for

compensation and reimbursement of expensgsraibssionalBrofessional Personsunder 88

330, 331, and 503(b) of the Bankruptcy Code;

({SEQ 5_2 \* alphabetic }in To issue injunctions, enter and implement other
orders, and take such other actions as may be necessary or iapptopestrain interference by
any person with the consummation, implementation, or enforcement of ldre the
Confirmation Order, or any other order of the Bankruptcy Court;

) To hear and determine disputes arising in connection with the
interpretation, implementation, or enforcement of the Plan, the Cotiform&rder, any
transactions or payments contemplated hereby, or any agreemeonmenrd, or other document
governing or relating to any of the foregoing;

0) To take any action and issue such orders as may be ngcessanstrue,
enforce, implement, execute, and consummate the Plan, including aageredr injunction
provisions set forth herein, or to maintain the integrity of the Plan following constimnma

(k) To recover all assets of the Debtor and property of thee:stéterever
located;

()] To hear and determine matters concerning state, locafedachal taxes in
accordance with 88 346, 505, and 1146 of the Bankruptcy Code (including anytseigues

expedited determinations under § 505(b) of the Bankruptcy Code filed, or fitedhewith
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respect to tax returns for any and all taxable periods endiagthé Petition Date through, and
including, the last distribution date);

(m) To hear and determine any other matters related heretb not
inconsistent with the Bankruptcy Code, title 28 of the United Statefe and other applicable
law;

(n) To enter a final decree closing the Chapter 11 Case; and

(o) To determine such other matters and for such other purposes dsmay
provided in the Confirmation Order.

Acceptance or Rejection of the Plan

Voting of Claims Each holder of an Allowed Claim or Interest in an impaired

Class of Claims or Interests shall be entitled to vote to accept or rejédathe

Acceptance by a Class of CreditorSonsistent with § 1126(c) of the Bankruptcy

Code and except as provided for in 8§ 1126(e) of the Bankruptcy CodessadTlereditors shall
have accepted the Plan if it is accepted by at least two-thirds in dollanbamslmore than one-
half in number of the holders of Allowed Claims or Interests of €lleks that have timely and
properly voted to accept or reject the Plan.

Cram Down The Debtor shall utilize the provisions of § 1129(b) of the
Bankruptcy Code to satisfy the requirements for confirmation of klwe &ver the rejection, if
any, of any Class entitled to vote to accept or reject the Plan.

Miscellaneous Provisions

Effectuating Documents and Further TransactiohBe Reorganized Debtor shall

be authorized to execute, deliver, file, or record such contractyymesits, releases and other
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agreements or documents and take such actions on behalf of the Reard2etizor as may be
necessary or appropriate to effectuate and further evidence the teramditns of the Plan.

Payment of U.S. Trustee FeeAll outstanding U.S. Trustee Fees, as determined

by the Bankruptcy Court on the Confirmation Date, shall be paid on oeltbimiEffective Date.
Any U.S. Trustee Fees accruing after the Confirmation Bla#dl be paid by the Reorganized
Debtor.

Default If the Reorganized Debtor substantially defaults on any payohentax
or obligation due to any governmental unit under the Plan, then afiigenwmnotice of such
default and the failure of the Reorganized Debtor to cure such defdhilt thirty (30) days the
entire tax debt still owed to such any governmental unit shalbrbecdue and payable
immediately, and any such governmental unit may proceed withreamgdies otherwise
available to it under Federal and state law, including, but not tnte the administrative
collection provisions of the Internal Revenue Code and state tax collection pexcedur

Exemption from Transfer TaxeRursuant to 8§ 1146(a) of the Bankruptcy Code:

() the issuance, distribution, transfer or exchange of Interestther Estate property; (ii) the
creation, modification, consolidation or recording of any deed of trusther security interest,
the securing of additional indebtedness by such means or by othes mdartherance of or in
connection with the Plan, the Confirmation Order, and any related @ndsingiii) the making,
assignment, modification or recording of any lease or subl@aséhe sale or transfer of assets,
including without limitation the Propertgr the Operation Assets shall be deemed exempt
from all taxes arising from such sale or transfer which wouldretise be imposed at the time of
transfer or sale, which are determined by consideration for or \@lube property being

transferred, or as a percentage thereof, including taxes impodée Bystrict of Columbia or
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other applicable law, or (v) the making, delivery or recording déed or other instrument of
transfer under, in furtherance of, or in connection with, the PlanCtmfirmation Order, any
related documents or any transaction contemplated above, or anyctiomssarising out of,

contemplated by or in any way related to the foregoing, includitigout limitation the Property

and the Operation Assets shall not be subject to any document recording tax, stamp tax,

conveyance fee, intangibles or similar tax, mortgage tax, statnpr real estate transfer tax,
mortgage recording tax or other similar tax or governmentassisgmt and the appropriate state
or local government officials or agents shall be, and hereby aeetedirto forego the collection
of any such tax or assessment and to accept for filing ordatcmm any of the foregoing
instruments or other documents without the payment of any such tagssessment. Any
subsequent transfer of the Property made by the Reorganized ébiartwo (2) years after
the Effective Date shall be deemed a transfer by the De&dattine purposes of this section of the
Plan and shall enjoy the same exemption from taxation as otherwise providéd 44(8) of the
Bankruptcy Code.

Modification of Plan The Debtor reserves the right, in accordance with the

Bankruptcy Code and the Bankruptcy Rules, to amend or modify the Plan at anyidinte {hre
entry of the Confirmation Order. After the entry of the Caonéition Order, the Debtor (and
after the Effective Date, the Reorganized Debtor) may uporr afdthe Bankruptcy Court,
amend or modify the Plan, in accordance with § 1127(b) of the Bankruptcy @adenedy any
defect or omission or reconcile any inconsistency in the Plaru¢ch snanner as may be
necessary to carry out the purpose and intent of the Plan. A holder Alowed Claim or

Interest that is deemed to have accepted the Plan shall beddeeimee/e accepted the Plan as
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modified if the proposed modification does not materially and adyecthange the treatment of
the Claim or Interest of such holder.

Withdrawal or Revocatian The Debtor may withdraw or revoke the Plan at any

time prior to the Confirmation Date. If the Debtor revokes ohdvaws the Plan prior to the
Confirmation Date, or if the Confirmation Date does not occur, therPtan shall be deemed
null and void. In such event, nothing contained herein shall be deemed fitut®asivaiver or
release of any Claim by or against the Debtor or any qitreson or to prejudice in any manner
the rights of the Debtor or any other person in any further proceedings involviDgbhar.

Courts of Competent Jurisdiction If the Bankruptcy Court abstains from

exercising, or declines to exercise, jurisdiction or is otlsswithout jurisdiction over any
matter arising out of the Plan, such abstention, refusal or falujarisdiction shall have no
effect upon and shall not control, prohibit or limit the exerciseiagdgiction by any other court
having competent jurisdiction with respect to such matter.

Notices Any notices to or requests of the Reorganized Debtor by pamties
interest under or in connection with the Plan shall be in writingsanged either by (i) certified
mail, return receipt requested, postage pre-paid, (ii) hand deliverii) reputable overnight
delivery service, all charges prepaid, and shall be deemed to havegibere when received by
the following parties:

The Reorganized Debtor

901 21st Street, N.E., #J
Washington, D.C. 20002

Fax: (202) 399-1896

Attention: Corbett P. McClure, Jr.

With a copy to:
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Brent C. Strickland, Esquire

Paul M. Nussbaum, Esquire
Whiteford, Taylor & Preston L.L.P.
Seven Saint Paul Street
Baltimore, Maryland 21202
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The U.S. Trustee

Office of the U.S. Trustee

101 W. Lombard Street, Suite 2625

Baltimore, Maryland 21201

Severability In the event that the Bankruptcy Court determines, prior to the

Confirmation Date, that any provision of the Plan is invalid, voiduoenforceable, the
Bankruptcy Court shall, with the consent of the Debtor, have the powdtetcand interpret
such term or provision to make it valid or enforceable to the maxirmaxt@nt practicable,
consistent with the original purpose of the term or provision helhetanvalid, void or
unenforceable, and such term or provision shall then be applicableesed ait interpreted.
Notwithstanding any such holding, alteration or interpretation, thainelfar of the terms and
provisions of the Plan shall remain in full force and effect dmall Sh no way be affected,
impaired or invalidated by such holding, alteration or interpretatione Qonfirmation Order
shall constitute a judicial determination and shall provide thdt &ae and provision of the
Plan, as it may have been altered or interpreted in accordaticéhes foregoing, is valid and

enforceable pursuant to its terms.

Governing Law Except to the extent the Bankruptcy Code or Bankruptcy Rules

are applicable, the rights and obligations arising under the $tlalh be governed by, and
construed and enforced in accordance with, the laws of the D@ti@olumbia, without giving
effect to the principles of conflicts of law thereof.

Other Documents On or before ten (10) calendar days preceding the

commencement of the hearing on the Confirmation of the Plan, uhles8ankruptcy Court
orders otherwise, the Debtor and/or any party-in-interest, skealvith the Bankruptcy Court

such agreements and other documents as may be necessary or appropfédctuate and
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further evidence the terms and conditions of the Plan, including withoitation the Plan
Supplement.

Withdrawal by ProponentThe Debtor reserves the right to withdraw the Plan at

any time prior to the entry of the Confirmation Order.

Exculpation None of the Debtor, the Reorganized Debtor or any of their
respective members, officers, directors, employees or Repa&ses shall have or incur any
liability to any holder of a Claim or Interest for any actoomission in connection with, related
to, or arising out of, the Chapter 11 Case, the pursuit of confomaif the Plan, the
consummation of the Plan or the administration of the Plan or therfyrdpebe distributed
under the Plan, except for willful misconduct or gross negligence, ianal] respects, the
Debtor, the Reorganized Debtor and each of their respective nendiécers, directors,
employees, advisors, professionals and agents shall be entitédd tipon the advice of counsel
with respect to their duties and responsibilities under the Plan.

Injunction Against Interference With PlanUpon the entry of the Confirmation

Order, all holders of Claims and Interests and other partieseirest, along with their respective
present or former affiliates, employees, agents, professionéitsrsf directors, or principals,
shall be enjoined from taking any actions to interfere with th@ementation or consummation
of the Plan.

VIl.  LIQUIDATION ANALYSIS UNDER CHAPTER 7

The Plan proposes to pay all creditors in full. In a chaptequidition, the
Debtor would cease operations, which would likely reduce the value Qfgbration Assets and

jeopardize the pending sale of the Property. Any reduction in the gerphiae, together with
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chapter 7 trustee commissions and related costs, would diministopepts that creditors will
be paid in full.

VIIl. AVOIDANCE ACTIONS

Because the Plan will pay all creditors in full, the Debtor determined that
pursuing the Avoidance Actions will not be appropriate or necessary.

IX. TAX CONSEQUENCES FOR THE DEBTOR

The Debtor’s projections provide for no income tax liability in 2011. Dhabtor
believes its estimate of zero tax liability in 2011 is reas@nbbked on estimated remaining net
operating loss carry forwards after 2010 being more than the projected tacaipheiin 2011.

Tax Consequences to Creditors

THE DISCUSSION OF FEDERAL INCOME TAX CONSEQUENCES SET
FORTH BELOW IS LIMITED TO THE GENERAL TAX CONSEQUENC ES
EFFECTING CREDITORS AS A RESULT OF THE DISCHARGE OF INDEBTEDNESS
WITHOUT PAYMENT UNDER THE PLAN. EACH CREDITOR OR INT EREST
HOLDER SHOULD CONSULT THEIR OWN TAX ADVISOR TO DETE RMINE THAT
THE TREATMENT AFFORDED THEIR RESPECTIVE CLAIMS OR | NTERESTS BY
THE PLAN UNDER FEDERAL TAX LAW, THE TAX LAWS OF THE VA RIOUS
STATES AND LOCAL JURISDICTIONS OF THE UNITED STATES AND THE LAWS
OF FOREIGN JURISDICTIONS.

BECAUSE OF CONTINUAL CHANGES BY THE CONGRESS, THE
TREASURY DEPARTMENT, AND THE COURTS WITH RESPECT TO T HE
ADMINISTRATION AND INTERPRETATION OF THE TAX LAWS, N O ASSURANCE

CAN BE GIVEN THAT THE FOLLOWING INTERPRETATIONS WILL  NOT BE
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CHALLENGED BY THE INTERNAL REVENUE SERVICE, OR, IF C HALLENGED,
THAT SUCH INTERPRETATIONS WILL BE SUSTAINED.

NO STATEMENT IN THIS DISCLOSURE STATEMENT SHOULD BE
CONSTRUED AS LEGAL OR TAX ADVICE. THE DEBTOR AND IT S COUNSEL DO
NOT ASSUME ANY RESPONSIBILITY OR LIABILITY FOR THE TAX
CONSEQUENCES OF A CREDITOR WHICH MAY OCCUR AS A RESULT OF THE
TREATMENT AFFORDED THEIR CLAIM OR INTEREST UNDER THE PLAN.

The principal income tax consequences for a creditor of the Dedbde to the
ability to deduct a portion of its claim against the Debtor indhent the creditor does not
receive full payment of the Allowed Amount of its Claim as comglated under the Plan.
Section 166 of the Internal Revenue Code of 1986, as amended (“‘IRGI)in@geto the
deductibility of bad debts), generally provides as follows:

1. totally worthless business bad debt is deductible only in thgetar in
which it becomes worthless;

2. partially worthless business bad debt is deductible in an amount not in
excess of the part charged off on the taxpayer’s books within the taxablengkar, a

3. in the case of a taxpayer other than a corporation, a non-business bad debt
which becomes completely worthless during the taxable year is deductibhad-term capital
loss and is subject to the limitations imposed on the deductibility of such losses.

For purposes of IRC § 166, a “non-business debt” means a debt othej than (i
created or acquired in connection with the taxpayer-creditor'e tadusiness or (ii) the loss
from the worthlessness of which was incurred during the operatitineafaxpayer-creditor’s

trade or business.
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Pursuant to Treas. Reg. 8 1.166-2(c), as a general rule, bankrugecyerally an
indication of the worthlessness of at least a part of an unseancedinpreferred debt. In
bankruptcy cases, a debt may become worthless before settlemsrhe instances; and in
others, only when a settlement in bankruptcy has been reachedheincaise, the mere fact that
bankruptcy proceedings instigated against a Debtor are termimatadlater year, thereby
confirming the conclusion that the debt is worthless, shall not auththiz shifting of the
deduction under IRC § 166 to such year. Pursuant to Treas. Reg. 8§ {d)1@j-(ii), only the
difference between the amount received in distribution of asbat®ankrupt and the amount of
the claim may be deducted under IRC § 166 as a bad debt.

Generally, taxpayers are entitled to a bad debt deduction sjikaketo accounts
receivable only if the taxpayer has recognized as incomecttmuiats receivable in the year in
which the bad debt deduction is claimed or a prior taxable year., badslebt deductions for
worthless or partially worthless accounts receivable are ngrnaakilable only to accrual
method taxpayers. Likewise, worthless debts arising from unpsgesy salaries, fees, rents and
similar items of taxable income are not allowed as a deducti@nbed debt unless the income
such items represent has been included in the return of incontbefgrear for which the
deduction as a bad debt is claimed or for a prior taxable year.

Further, the availability of the bad debt deduction under IRC § id66ot
available for losses governed by IRC § 165, including, without limitalosses incurred on a
bond, debenture, note or certificate or other evidence of indebtednesd,igsaieorporation or
by a government or political subdivision thereof, with interest coupons wmgistered form.
The deductibility of losses for debts evidenced by a “secuasytefined in IRC 8§ 165(g), is

governed by IRC § 165.
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Business bad debts deductible under IRC 8§ 166 may generally beetkedsiciy
either the specific charge-off method or, if certain stringeguirements are met, the
nonaccrual-experience method. Under the specific charge-dfohespecific business bad
debts that become either partially or totally worthless duringathgear may be deducted in the
manner permitted by IRC § 166.

If a deduction is taken for a bad debt which is recovered in velngdart in a later
tax year, the taxpayer may have to include in gross incomertberd recovered, except, under
limited circumstances, the amount of the deduction that did not redmes in the year
deducted.

X. CRAM DOWN

Section 1129(b) of the Bankruptcy Code permits the Bankruptcy Coyrptove
the Plan even if one or more classes of impaired claimseyesis do not accept the Plan. This
is referred to as a cram down. Under § 1129(b), the Bankruptcy @ayriconfirm the Plan
only if it finds that certain circumstances exist. First, i@ must be accepted by at least one
impaired class and must not discriminate unfairly against, andibearfd equitable to, all non-
accepting impaired classes. Second, unless all members of acemitay, impaired class
receive payment in full of their Allowed Claims, no class tgunior in priority to the non-
accepting impaired class may receive anything under the FfaliNY CLASS REJECTS THE
PLAN, THE DEBTOR WILL SEEK TO CONFIRM THE PLAN PURSANT TO THE CRAM
DOWN METHOD PROVIDED BY SECTION 1129(b). THE TREATMENTF&ORDED
CREDITORS IN EACH CLASS IN THE EVENT OF A “CRAM DOW’ WILL BE AS
INDICATED HEREIN. Any effort by the Debtor to confirm tidan pursuant to the cram down

method will likely involve complex litigation which, regardless bé& toutcome, may impose
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substantial additional administrative expenses on the Debtor'e.essaich expenses would be
paid ahead of any distribution on Unsecured Claims.

XI. VOTING ON THE PLAN AND ACCEPTANCE

In order for the Plan to be accepted under the Bankruptcy Cod&ldahehas to be
accepted by each class of creditors and interest holders whlotseare impaired under the Plan.
Each class of claims will be deemed to have accepted tineifAlais accepted by creditors
holding at least two thirds in amount and more than one-half in number of the Allowed Gtaims
Interests of such class of claims that actually vote. | thalrequirements of confirmation of the
Plan under the Code are satisfied, except that the Plan is eptestby each class of creditors,
the Bankruptcy Court may confirm the Plan without acceptance dftarg under the cram
down provisions of 8§ 1129(b) described in Section XI above. Each creditomishes to
exercise the right to vote must do so by executing a ballot &muthireg the same to counsel for
the Debtor, Whiteford, Taylor & Preston L.L.P., Seven Saint PagakGtBaltimore, Maryland
21202-1636, Attention: Brent C. Strickland, Esquire, within the time periescpbed by the
Bankruptcy Court. An official ballot accompanies the Disclosure Statement.

Xll.  RISK FACTORS

The Debtor’s Plan, as with virtually any plan, contains cerialhfactors. However, to
the extent possible, the risk to unsecured creditors has been greatly reduced.

The Debtor may modify the Plan at any time prior to the Cmiafion Date, but may not
modify the Plan so that the Plan as modified fails to meetehuirements of 88 1122 and 1123
of the Bankruptcy Code.

After the Confirmation Date or in the Confirmation Order, the Debtith the approval

of the Bankruptcy Court, and subject to the restrictions set forgh1ih27 of the Bankruptcy
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Code, may remedy and defect or omission, or reconcile any intanses in the Plan or amend

the Plan in such a manner as may be necessary to carry quirploses and effect of the Plan.

The Debtor reserves the right to revoke or withdraw the Plan pritvetConfirmation Date. |If

the Debtor revokes or withdraws the Plan, or if confirmation does awoir,othe Plan shall be

null and void in all respects and nothing contained in the Plan (&h)atbnstitute a waiver or

release of any claims by or against the Debtor, or (b) pegudiany manner the rights of the

Debtor.

Dated: Apri-#May 24,2011

1954974

Respectfully Submitted by,
MWM CARVER TERRACE, LLC

By:  /s/ Myrl Wire Mulligan
Sole Member

WHITEFORD, TAYLOR & PRESTON L.L.P.

/s/ Brent C. Strickland

Brent C. Strickland, D.C. Bar No. 452880
Paul M. Nussbaum, Esquire

Seven Saint Paul Street

Baltimore, Maryland 21202-1636

(410) 347-8700

Counsel for the Debtor,
MWM Carver Terrace, LLC
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