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2 = -4RTICLE 1. 

LWTRODUCTION 

A. Ovenriew. 

This Disclosure Statement (the nDiscloswe Statement") has been prepared by Convergent 
Comunications, Inc. ("CCI") and Convergent Communications Services, hc. ("CCSI", and 
together with CCI, the "Debtors") in respect of their Joint Plan of Liquidation dated September 
24,2001, which the Debtors have filed with the Bankruptcy Court. The Debtors filed voIuntary 
petitions for relief under chapter 11 of the Badmptcy Code on April 19,2001 (the 

* "Commencement Date"), commencing the above-captioned cases in the Bankruptcy Court. 

hitially capitalized terms used but not defined herein shall have the  meanings set forth for such 
terms in Article I of the Plan. Initially capitalized terms used in this Disclosure Statement that 
are not defined herein or in the Plan shall have the meaningk assigned to such terms by the 
Bankruptcy Code or the Bankruptcy Rules or, if none, by. common usage. . . . 

B. Purpose Of Disclosure Statement. 

This Disclosure Statement provides information with respect to the Debtors and the Plan and 
seeks to assist Creditors in makrng an informed decision whether to vote for or against the Plan. 
The Debtors are seeking acceptances of the Plan by certain Creditors. 

The Debtors are not soliciting the votes of holders of equity interests in the Debtors. Equity 
interest holders receive nothing under the Plan and are conclusively deemed to have rejected the 
Plan. 

C. Disclaimers. 

E-4CH CREDITOR SHOULD READ THIS DISCLOSW STATEMENT AND THE PLAN 
IN THEIR lWI"?I.' BEFORE VOTING ON THE PLAN. ALL PREVIOUS STATEMENTS 
AND REPRESENTATIONS BY THE DEBTORS ARE EXPRESSLY SUPERSEDED BY 
THTS DISCLOSURE-ST,4T-EMENT. ALL OF T€€E STATEMENTS AND 
REPRESENTATIONS RESPECTING FINlehJCIAL, BUSINESS AND ACCOUNTING DATA 
HEREIN ARE DERIVED FROM RECORDS OF THE DEBTORS, AND THE DEBTORS 
K4VE MADE A REASONABLE EFFORT TO PRESENT ACCURATE WORMATION. 
THE DEBTORS' PROFESSIONALS WHO HAVE ASSISTED IN THE PREPARATION OF 
THIS DISCLOSURE STATEMENT K4VE NOT INDEPEhDENTLY VENHED THE 
hTORMATION SET FORTH EREIN -4XD MAKE NO REPRESENTATION AS TO THE 
.4CCL'KY OF THE S A M E .  NOTHING C O N T m D  HEREIN S H a L  BE DEEMED TO 
BE AN ADMISSION OR A DECLML4TION AGAINST INTEREST BY T€€E DEBTORS OR 
AW OTHER PERSON FOR PLWOSES OF ANY EXISTING OR FUTURE LITIGATION. 

* 

THE STATEMENTS CONTA&TD IN THIS DISCLOSLX STATEMENT ,4RE MADE AS 
OF THE DATE HEREOF, UNLESS AKOTHER 
NTITHER DELIVERY- OF THIS DISCLOS'LIRE STATE" NOR A ?  E X C W G E  OF 
RIGHTS MWE IN CONNECTION WITH THIS DISCLOSURE ST4TEMEW SHALL, 

E SPECIFIED "IN, AND 



h 

'L%DER AhY CRCUMST-LNCES, CRE,$TE AhY IMPLICL4TI05 W 4 T  THERE K4S 
BEEK NO CK4NGE IK THE FACTS SET FORTH HEREIN SINCE THE DATE OF THIS 
DISCLOSURE ST.4TEMEKT -dL'ND THE DATE THE MATERL4LS E L E D  UPON IN 
PREPPJt4TION OF THIS DISCLOSURE STATEMENT WERE CO&WLED. THIS 
DISCLOSURE STATEMEN MAY NOT BE RELIED ON FOR AhX PURPOSE OTHER 
THAN TO DETEkkUNE HOW TO VOTE ON THE PLAN 

SOLICITATION OF VOTES ON THE PLAN M4Y BE MADE EXCEPT PURSUANT TO 
THIS DISCLOSURE STA4TEMENT, A !  NO PERSON K4S BEEN AUTHORIZED TO 
WTLIZE ANY l " U T I O N  CONCEKWG THE DEBTORS OR THEIR BUSINESSES 
OTHER THAN THE DiORh.24TION K " E D  €€EREIN FOR PURPOSES OF 
SOLICITA4TION. 

D. Summary Of The Plan. 

In brief, the Plan provides for the orderly liquidation of the Debtors' estates, and the distribution 
of the separate proceeds thereof, to creditors of CCI and CCSI pursuant to the pri&ties set forth 
in the Plan. The Plan does not substantively consolidate CCI and CCSI but does resolve certain 
inter-company d a h s  and adminisbative expenses, as described below. 

As CCI has filed the largest unsecured claim against CCSI, allegedly for approximately $400 
million (see Article ILA.7.), resolution of that claim is a fundamental benefit of the Plan. The 
Plan provides that, on the Effective Date, CCSI shall pay the Effective Date CCSI Settlement 
Payment in cash Eom CCSI Cash on Hand to the  CCI Liquidating Trust. The Plan m e r  
provides that CCSI shall pay in cash to CCI the Post Effective Date CCSI Settlement Payments 
from liquidation proceeds received after the Effective Date. The Effective Date CCSI Settlement 
Payment and the Post Effective Date CCSI Settlement Pa-mens will settle of all of CCI's claims 
against CCSI, its baduxptcy estate and the CCSI Liquidating Trust as set forth in CCf's proof of 
clairn filed against CCSL The Effective Date CCSI Settlement Payment and the Post Effective 
Date CCSI Settlement Payments resulted from good faith, arm's length negotiations between the 
Debtors and the Committee. The Debtors and the Committee both support the Effective Date 
CCSI Settlement Payment and the Post Effective Date CCSI Settlement Payments as being in the 
best interests of the creditors and a fair and reasonable resolution ofthe claims between CCI and 
CCSI. 

. 

Both Debtors and the Committee reco-pize that a formal process of liquidating and allowing 
CCrs claims against CCSI would entail a detailed investigation of possible equitable 
subordination, equity recharacterization or other similar claims by professionals representing 
CCI and CCSI. Such an investigation would entail formal discovery and might include the 
commencement of motion practice or adversary proceedings. The Debtors and the Committee 
have conducted a prelixninary d o m a l  investigation of the allowable amount of the CCI claim 
against CCSI. The Debtors and the Co"ittee believe that using the Effective Date CCSI 
Settlement Payment and the Post Effective Date CCSI Settlement Payments to resolve all CCI 
claims against CCSI is reasonable and fair under the circumstances. If the Plan incorporating the 

' Effective Date CCSI Settlement Payment and the Post Effective Date CCSI Settlement Payments 
is approved, both CCI and CCSI wiIl save substantial legal expenses, as described above, and- 
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credjtjors of both CCI and CCSI will receive a larse: distribution than if CCI ckaims-allowance 
litigkion were resolved completely in favor of the other estate. 

To settle all of CCT’s claims against CCSI, its bankruptcy estate and the CCSI Liquidating Trust 
as set forth in CCT’s proof of claim filed against CCSI, CCSI shall pay CCI the Effective Date 
CCSI Settlement Payment in an amount equal to eighty percent (80%) of the CCSI Cash on 
Hand. The Debtors estimate the mount  of the Effective Date CCSI Settlement Payment to be 
approximately $12.4 million. After CCS1 makes the Effective Date CCSI Settlement Payment, 
the Debtors expect that CCSI will transfer approximately $2.8 million to the CCSI Liquidating 
Trust. M e r  the Effective Date has passed, the CCSI Liquidating Trustee shall pay eighty 
percent (80%) of all net cash or cash equivalents realized by the CCSI Liquidating Trust after the 
Effective Date in excess of the Remaining CCSI Cash to the CCI Liquidating Trust (the “Post- 
Effective Date SettIement Payments”). However, in calculating the Post-Effective Date 
Settlement Payments, the CCSI Liquidating Trustee shall not include any portion of the 
remaining CCSI Cash on Hand, the proceeds of any Avoidance Actions realized by the CCSI 
Liquidating Trust after the Effective Date, any payments from CCI to CCSI pursuant to section 
2.1.1. of the Plan, or interest earned on any of the foregoing. 

The CCSI Liquidating Trustee will pay all Allowed Administrative Expenses, a11 Allowed 
Priority Tax Claims and all AIlowed Other Priority Claims. The CCI Liquidating Trustee will 
reimburse the CCSI Liquidating Trust for any expenses actually paid after the Effective Date by 
the CCSI Liquidating Trustee that are directly attributable to the payments to professionals 
retained solely by CCI, the CCT Liquidating Trust or the CCI Liquidating Trustee. Furthermore, 
the CCI Liquidating Trustee shall reimburse the CCSI Liquidating Trust for 80% of any 
Administrative Expense Claims actually paid after the Effective Date by the CCSI Liquidating 
Trustee that are directly attributable to payments to a11 of the Committee’s professionals. The 
CCSI Liquidating Trustee will reserve amounts necessary to pay in full any Disputed 
Administrative Expense Claims or Disputed Priority Tax Claims to the extent that they become 
Allowed. Any reserved fiurds remaining after the Bankruptcy Court has ruled on all such 
Disputed Claims and the CCSI Liquidating Trustee has paid all such Disputed Claims to the 
extent that they become Allowed shall be avaiilable for distribution by the CCSI L’ z qui dating 
Trustee. 

The Debtors will transfer all CCT Assets and CCI Causes of -4ction, inchdhg Causes of Action 
against CCI Officers or Directors without regard to whether any payments made by the Debtors 
to the CCI Officers or Directors were made by CCI or CCSI, to the CCI Liquidating Trust to be 
distributed by the CCI Liquidating Trustee to CCI creditors pursuant to the CCI Trust 
Agreement. CCSI will transfer the Effective Date CCSI Settlement Pa-ment to the CCI 
Liquidating Trust to be distributed as a CCI Asset. CCSI will transfer all CCSI &4ssets and CCSI 
Causes of -4ction to the CCSI Liquidating Trust to be distributed by the CCSI Liquidating 
Trustee to CCSI creditors pursuant to the CCST Trust Agreement. e 

Each Liquidating Trustee has the power to liquidate the &sets of its respective Liquidating Trust 
and to prosecute its respective Causes of .4ction in an expeditious, but orderly, fashion and to 
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distribute such proceeds to the respective Beneficiaries of its Trust. Each Liquidating Trustee 

creditors so that such Claims may be paid should any become Allowed- Any funds reserved for 
the benefit of holders of Disputed Claims that do not become Allowed, in whole or in part, shaU 
be distributed pursuant to the respective Trust Agreement. 

?- ir -will reserve the full amounts due on behalf of any Disputed Claims from di.%ibutions to 

THE DEBTORS BELIEVE TH4T THE PLA4W PROVIDES THE BEST POSSIBLE 
RECOVERIES TO CREDITORS. THEREFORE, THE DEBTORS BELIEVE THAT 
ACCEPTANCE OF THE PLAW IS IN THE BEST INTERESTS OF EACH VOTING C M S  
OF CREDITORS A%D RECOMMEND THAT YOU VOTE TO ACCEPT THE PLAN. 

THE DESCRIPTION OF TWE PLAN C O N T m D  IN THXS DISCLOSCrRE STATEMENT E 
INTENDED AS A S L . Y  ONLY AND IS QUALIFIED IN ITS ENTIRETY BY 
REFERENCE TO THE PLAN ITSELF. FOR MORE INFORMATION CONCERNING ?'HE - 
PLAN, PLEASE READ THE PLW IN ITS ENTIRETY. A COPY OF THE PIAN Is 
ENCLOSED HEREWTT'H. 

- 

E. Hearings Regarding the Final ApprovaI of the Disclosure Statement and the 
Confirmation Wearing. 

The Bankruptcy Court (i) has approved t h i s  Disdosure Statement at a hearing held on 

whether the Plan satisfies the confirmation requirements which are set forth in the Bankruptcy 
Code. The confumation hearing will be held on 
the Honorable Judge Elizabeth E. Brown, United States Bankruptcy Court for the District of 
Colorado, U.S. Custom House, 72 1 19th Street, Denver, Colorado, 

,200 I ,  and (ii) has scheduled a confirmation hearing on the PIan to determine 

, 2001, at before 

Any party in interest may object to the conhmation of the Plan. Any objections must be made 
in writing and filed with the Bankruptcy Court, and served on the Debtors' attorneys, the 
Committee's attorneys and the Office of the United States Tmstee, on or before 
2001. 

I 

UNLESS AN OBJECTION TO APPROVAL OF THE DISCLOSURE STATEMENT OR 
CONFIRMATION IS TIMELY SERVED AND FILED, SUCH OBJECTION MAY NOT BE 
CONSJDERED BY THE B A " T C Y  COURT. 

F. Completion of -4dministration. 

The Plan provides that upon completion of administration of the liquidation and the distribution 
ofthe proceeds of the Assets of each of the Debtors, the Liquidating Trust for the relevant 
Debtor may terminate. The Debtors and the Liquidating Trustees are responsible for managing 
and winding up the Debtors, which includes filing tax returns, and paying Administrative 
Expense Claims, Priority Tax Claims and Other Priority Claims. 
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E- D ARTICLE II. ,- J 

GENERkL LYFORMATION 

A. Description Of The Debtors. 

1. In General 

Set forth below is a general description of the Debtors' businesses, history, officers and finkcid' 
condition. In addition, CCI has filed with the Securities and Exchange Commission its &ual 
report (Form 10-K) for the fiscal year ended December 31,1999, its quarterly reports 
(Form 10-Qs) for t he  quarters ended March 3 1,2000, June 30,2000 and September 30,2000, 
and current reports (Form 8-Ks) dated Apnl14,2000, November 1,2000, November 6,2000 
February 12,2001, February28,2001, April 9,2001, April 17,2001 and Apri1.19, 2001. 
Nevertheless, CCI: has not continued to update its SEC filings. The foregoing reports provide 
detailed infoxmation about a11 aspects of the Debtors (including their businesses, prospects, 
financial condition, officers and directors). Copies of any of the foregoing repoh; & well as 
copies of the Debtors' Schedules of Assets and Liabilities and Statements of Financial Affairs 
which were filed with the Bankruptcy Court on May 18,2001, will be provided to any Creditor 
or Equity Interest holder of any of the Debtors, upon request to: 

Th 

2. 

Marilyn Lowrance 
Gibson, Dunn ik Crutcher LL9 
1801 California Street 
Denver, Colorado 80202 
(303) 298-5700 (phone) 
(303) 296-5310 ( f a )  

The Debtors 

Debt rs collectively were a broadband networking and internet services provider wit, fbll- 
service data systems integration capabilities for small and medium sized businesses. The 
Debtors' range of products and services included data networking and professional services, 
internet services, security services, broadband and voice services. Since the Debtors were first 
capitalized in March 1996, the Debtors completed various strategic acquisitions, the most 
si+pificant of which was the 199s acquisition of substantially all of the assets of TIE 
ComrnuniCations. 

On April 19,2001, both Debtors filed voluntary petitions for protection under chapter 1 I of t he  
Bankruptcy Code. For more information on the Debtors chapter 11 banlcruptcy cases, see 
Section D.C. of this Disclosure Statement. 

a. CCI 

CCI was a publicIy traded cornpmy with over 30 million outstanding common shares which are 
held by approximately 5,500 holders of record and 59 brokers (over 11.7 million shares are held 
under street names) and 175,000 Series B Preferred Shares. On April 6,2001, CCI received 
notification fiom Nasdaq that its common shares would be delisted &om trading for no longer 
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meeting Nasdaq's financial criteria. As of April 19, 2001, the Commencement Date, the sale 
price of the Common Stock was $0.03 per share. CCI also issued $160 million worth of 13% 
Senior Kotes on April 2,  1998. CCI has two wholly-owned subsidiaries: CCSI and Convergent 
Capital Corporati on ("CCC 'I). 

b. CCSI 

CCSI is a privately held corporation with 7,500,010 common shares issued and outstanding, all 
of which are held by CCL 

I 

C. ccc 

Convergent Capital Corporation ("CCC") is a non-debtor, wholly owned subsidiary of CCL 
Prior to the Commencement Date, CCC entered into an agreement to sell substantially all of its 
assets. This sale was consummated during the pendency of these bankruptcy cases. Article D.C. 
herein provides m h e r  information regarding CCC. 

3. Officers, Directors and Employees 

The Officers of the Debtors, as of the Commencement Date, were as follows: Joseph R Zell 
held the positions of Presidznt and Chief Executive Officer for the Debtors since April 2000;l 
Emest 3. Sarnpias held the positions of Executive Vice President, Chief Financial Officer and 
Treasurer for the Debtors since November 2000;2 Martin E. Freidel, Executive Vice President, 
General Counsel and Secretary, had been employed by the Debtors since September 1997;3 
D. Randall Hake, Executive Vice President of Human Resources, had been employed by the 
Debtors since Aubgust 1998; Michael Olson had served as Executive Vice President of Sales and 
Sales Support for the Debtors since May 2000; and David R. McNeill had served as Executive 
Vice President of Marketing and Product Management, since June 2000. Joseph R. Zell, Emest 
Sampias, Martin E. Freidel, D. Randall Hake, Michael Olsen and David R. McNeill are hereafter 
referred to as the "CCI Officers." 

The Directors of CCI, as of the Comrnencement Date, were Jeffrey Shaw (who was also 
Chairman of the Board), Richard Boyce, Joseph It Zell and Michael J. Marocco. Joseph R. Zell, 
Ernest J. Sampias, Michael G. Olson, Jeffiey Shaw, Richard Boyce, Michael J. Marocco, Emest . 
J. Sampig, and Michael G. Olson are hereinafter referred to as the "Directors." 

1 Mr. Zell's emplo_vxnent was terminated in May 2001. 

2 Mr. Sampias's employment was terminated in May 2001. 

3 Mr. Freidel resigned h s  position shortly after the Commencement Date. 
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4. Leg %I Pro c e e d i n g s 
P S  

The Debtors are debtors in possession in the Chapter I 1  Cases and are involved in the related 
legal proceedings, as described in Section II.C. of h s  Disclosure Statement (the "Debtors' 
Chapter 11 Cases"). 

. 

Prior to the  commencement of the Chapter 11 Cases, the Debtors were parties to certain other 
legal proceedings such as various nonpayment claims and employment claims. 

5. Taxation 

For a discussion of the federal tax consequences of the Plan to certain holders of Claims, see 
Article V of this DiscIosure Statement ("Certain Federal Income Tax Consequences of the 
P 1 an"). 

6. Equity Ownership 
*- -. 

CCI is the parent company of CCSI. The c o m o n  stock of CCI was traded on the Nasdaq under 
the symbol "CONV". 

The following table sets forth information concerning the ownership of CCI Common Stock by 
persons or groups owning in excess of 5% of the outstanding stock, based on SEC filings made 
by those persons or groups. The information is as of the date of those reports, which is indicated 
below. 
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7. 
:o 

Related Party Transactions 

Through a series of inter-company loans, CCI loaned approximately $400 million to 
CCSI (the "Inter-Company Loan") as of the Commencement Date. On July 18, 2001 , CCI filed 
a proof of Claim against CCSI based on the Inter-Compay Loan. As a result of the hter- 
Company Loan and assuming -4llowed Unsecured Claims in CCSI Class 3 total approximately 
$50,000,000, then CCI holds approximately 90% of the unsecured claims against CCSI. 

B. Factors Leading to the Filing of the Bankruptcy Petitions. 

The principal reason for the filing of these bankruptcy cases has been the lack of hanchg and 
working capital for the Debtors' operations. During the period from November 2000 to April 
2001, the Debtors engaged in substantial efforts to reduce expenses. Despite these efforts,-the 
Debtors simply did not have the funds to continue operating. Furthennore, the Debtors were 
unable to obtain h n d s  in the capital markets despite their engagement of an investment banker 
who sought such funds from potential investors. Therefore, the Debtors filed these bankruptcy 
cases to manage an orderly liquidation of their assets and to use the proceeds to pay their 
Creditors in accordance with the Plan. 

C. The Debtors' Chapter 11 Cases. 

The Debtors filed voluntary petitions for relief under chapter I1  of the Bankruptcy Code on 
April 19,2001 , commencing the above-captioned cases in the BankTuptcy Court. 

Because of the state of the capital markets and questions as to the viability of the Debtors' 
business model given the condition of the telecommunications industry in general, the Debtors 
promptly determined that reorganization was not feasible and that liquidation would be 
necessary. 

The Debtors had substantially reduced most of their remaining work force in the weeks 
preceding the filing. After filing for bankruptcy, the Debtors ody retained those employees 
essential to maintaining operations during the liquidation process. As of the Commencement 
Date, the Debtors had only approximately 180 employees. the Debtors sought and obtained 
approvd of a retention prok- for these employees pursuant to which the employees were 
provided hcentives and were tenninated in phases over the liquidation period. As of the date 
th is  Disclosure Statement, the Debtors have fewer than six employees. . .  

. .  

of 

During the course of these proceedings, the Debtors have liquidated or will iquidate 
substantially all of their operating and non-operating assets. The liquidations were pursuant to 
sales approved by the Bankruptcy Court after review by the Committee. Assets sold included the 
Debtors' long distance, frame relay and private line customer bzses, the Debtors' technical 
equipment reIated to its Enterprise Xetwork Services Agreements or the Enterprise Managed 
Services .4greements and other equipment, furniture and fixtures. In the course of liquidation, 
the Debtors resolved numerous disputes concerning lease rejections, secured claims, tax claims, 
letters of credit and regulatory matters. As a result of the liquidation, a substantial portion of the 
Debtors' estates are now in the form of cash. Nevertheless, many of the asset sales conducted 
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required the Debtors t o  accept deferred payments or carried interests, the amount of which 
depends upof?"futur performance of the buyers. Success in collecting these deferred payments 
will require close monitoring by the Debtors' management. 

In May 2001, CCC, a wholly owned, non-debtor subsidiary of CCI, sold substantially all of its 
assets to  C3 Capital Corporation. The proceeds of t h i s  sale were used to pay a portion of the 
inter-company loan CCC owed to CCSI. CCC has paid $1,050,000 to CCSI from the initial 
proceeds of CCC's asset sale in partial satisfaction of this inter-company loan. CCC has also 
paid CCSI $199,000 of a $400,000 deferred payment receivable &om the  asset sale and expects 
to pay CCSI an additional $1 50,000 when t he  remaining portion of the deferred payment is 
received. Approximately $50,000 of the deferred payment is expected to be held back for certain 
adjustments. Through May 2002, CCC will also receive a percentage of the receivables sold In 
the asset sale. These receipts are expected to be approximately $100,000 and will also be used to 
reduce the inter-company balance due to CCSI. 

The Debtors, through their professionals, have worked closely with the Committee and the 
United States Trustee to prepare th is  Plan and Disclosure Statement. Since June 8, 2001, Craig 
A. Dais has served as the Chief Executive Officer of CCI and CCSI and Glenn Garvey has 
served as Senior Director of Operations of CCSI. 

, 

, 

D. Creditors Committee. 

The United States Trustee appointed an official committee of creditors to represent the interests 
of creditors holding general unsecured C1a.h~. The Creditors' Cornmittee is currently composed 
of five creditors of CCI andor CCSI. 

E. Profession aIs. 

The Debtors have employed the following professionals as their general bankruptcy counsel: 

CONNOLLY ROSANIA & LOFSTEDT, P.C. 
287 Century Circle, Suite 200 
Louisville, CO 80027 

Counsel to Conver,oent Communications Services, Inc. 

GIBSON, D W  & CRUTCHER LLP 
1801 Cahfornia Street 
Denver, CO 80202 

-and- 

GIBSON, DUNN & CRUTCHER LLP 
200 Park Avenue 

Kew Yorlc, hY 10166 

Counsel to Convergent Communications, h c .  

10 



The Committee has engagEd the following professionaIs as its general bankruptcy counsel: 
< d  

BLOCK M W U S  W L L 4 M S  LLC 
1700 Lincoln Street, Suite 3550 
Denver, CO 80203 

ARTICLE ID. 

LIQUIDATION 

k In General. 

The Debtors’ Plan is a liquidating chapter 11 plan. The purpose of the Plan is to liquidate the 
Debtors’ Assets and to distribute t he  proceeds to the Creditors of each Debtor. 

The CoIllmittee, subject to the consent of CCI, will appoint the CCT Liquidating Trustee. CCSI, 
subject to the consent of the Committee, will appoht the CCSI Liquidating Trustee. Each 
Liquidating Trustee will administer (i) t he  payment of Administrative Expense Claims and 
Priority Tax Claims pursuant to the terms of the Plan, (ii) the liquidation of the respective 
Debtor’s Assets, (iii) the prosecution of the respective Causes of Action, (iv) t he  payments of 
proceeds to the respective Creditors and (v) the final administration of the Debtors. 

B. Estimated Puncis AvaiIable to Pay the Claims of Creditors. 

On the Effective Date, funds distributed to the Liquidating Trusts and the remaining Assets of 
the Debtors will be available tu pay the CIaims of the Debtors’ Creditors as summarized below: 

(1) Cash on Hand. 

On the Effective Date, CCI Cash on Hand is expected to total approximately $1.5 
million and CCSI Cash on Hand is expected to total approximately $15.9 miIlion. The 
Effective Date CCSI Settlement Payment, to be made on the Effective Date by CCSI to 
the CCI Liquidating Trust, is expected to total approximately $12.4 million. 

(2) Uncollected Accounts Receivable. 

- On the EEective Date, CCSI estimates the  total uncollected accounts receivable 
proceeds to have an approximate value of $200,000. CCT is not expected to have any 
uncollected accounts receivable. 

(3) Proceeds from Causes of Action. 

CCSI cannot yet estimate the proceeds fiom CCSI Causes of Action. CCI cannot 
yet estimate the proceeds tiom CCI Causes of Action. 

With regard to the -4voidance -4ctions that the Liquidating Trustees may pursue: 



(i) KO Avoidance Action shall be brought against Persons who received 
paymenw from either Debtor in the aggrdgate m o u n t  of $5,000 or less. ' 

Description 

(ii) The Debtors and/or the Committee are also in the process of assessing t he  
recoverability of padments made to insiders within one year of the Filing 
Date. h iders  may have defenses availabIe to them to prevent the 
recovery of these transfers. Joseph R Zell and the CCI Officers were paid 
pursuant to employment agreements $ and$ 3 respectively, in . 
the twelve months prior to the Petition Date. The Debtors do not believe 
any valid ,4voidance Actions exist against these former officers for the 
recovery of all or part of these payments. However, as Insider Causes of 
Action, these potential Avoidance Actions have been assigned to the CCI 
Liquidating Trust. The Cornmittee believes the CCI Liquidating Trustee 
should investigate and possibly prosecute Avoidance Actions against the 
CCI Officers and Directors. 

CCI Estimated Amount CCSI Estimated Amount 

(4) All Other Non-Cash Assets. In the 90 days prior to .filing its petition under 
chapter 11 of the Bankruptcy Code, CCSI paid approximately $59,000,000 to 
trade creditors. CCSI believes that a substantial portion of these payments were 
made in the ordinary course of business or will be subject to other defenses. 
However, CCSI estimates that some portion of these payments will be recoverable 
as avoidable preferences under section 547 of the Bankruptcy Code. 
Furthermore, the Committee or the CCI Liquidating Trust may investigate or 
pursue h i d e r  Causes of Action against CCI Officers or Directors for actions 
taken prior to the Petition Date. The Debtors do not believe any such valid 
Insider Causes of Action exist. 

. 

I Avaitable 

Cash on hand $1,500,000 
Uncollected accounts receivable $ 160,000 
Proceeds from Causes of Action UnkaOWn 

Total $1,740,000 

All other non-cash .4ssets $ 80,000 

Estimated Value of Assets as of the Effective Date 

Available 
. . . $15,900,000 

!l 40,000 
unknown 

$ 20,000 
$15,960,000 
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Est_mated Funds Available for Distribu tiop by Each Liquidating Trust 
G -  :a 

P 

CCI Liquidating Trust 

CCI Cash on Hand $1,5OO,OOO 

Effective Date CCSI: Settlement $12,400,000 
Payment 

Subtotal $13,900,000 
Less: 

Estimated CCI Expense Reimbursement 
$ (300,000) 

Estimated CCI Liquidation Expenses . ...- 
$ (300,000) 

I 

Subtotal %( 6OO,OOO) 
Estimated Post Effective Date CCSI 
Settlement Payments $240,0004 
Net Funds .4vailable for Distribution by 

$13,54O,OOO5 CCI Liquidating Trust 

. .. 

This amount will increase with any recovery on a CCSI Cause of Action except for CCSI 
Avoidance Actions. 

5 This amount will increase with any recovery on a CCI Cause of ~ c t i o n .  
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CCSI Liquidating Trust 1 

C. Claims of Creditors that Must Be Paid from the Debtors' Assets. 

Tables F &d G show the Debtors' estimate of the cash distribution to be made by the respective 
Liquidating Trustee to the Classes to which particular Claims have been assiged under the 
Plan's estimation of the remaining Allowed Claims in each Class as of the Effective Date. 

6 The -4ccouts Receivable estimate has been netted for Post Effective Date CCSI Settlement 
Payments. All recoveries on CCSI Causes of Action will increase distributions. 
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... 

ESTM4TED 
AMOUNT OF 

TOTAL CLAlMS 

d a  

Bet Post-Effective Date Cash Receipts 

Table F 

AGGFEGATE ESTIM- TED 
AMOUNT OF PERCEhTAGE 

DISTRIBUTION RETURN 

$0 nfa 

CLASS 

TOTAL CLAIMS 

- 

CCI Class 2: Secured 
claims 

~ - -  

DISTRIBUTION 

I 

$330,000 

ccr LIQUIDATL~ 

3 3 3 0,000 

DESCRIPTION 

c lass  2 consists of all 
Secured clarms secured by 
CCI Assets 

Class 3 consists of dl 
Unsecured Claims heId 
against CCI, including all 
Bondholder Claims, 
3uaranty Claims and timely 
5led deficiency claims. 

CCI Class 3: Unsecured 
CIaims 

Table G 

5 185,000,OOO $13,460,000 
~ 

! 

7%+ 

CLASS 

CCI Class 1: Other 
Priority Claims 

and 

CCSI Class 1: Other 
Prioritv Claims 

CCSI Class 2: Secured 
Zlaims 

I ESTIMATED AGGREGATE I 

DESCRIPTION I AMCWNTOF 

CCSI Class 3: Unsecured 
Claims 

I 

CCI Chis 1 consists of all 
Other Priority Claims 
against CCI 

CCSI Class 3 consists of all 
Other Priority CIaims 
against CCSI 

a a s s  2 consists of all 
Secured Claims secured by 
CCSI assets 

Class 3 consists of all 
Unsecured Claims held 
against CCSI, includmg 
timejy filed deficiency 
claims 

$45,000,000- 
$60,000,000 $2,4 10,000 

ESTIMATED 
PERCENT.4GE 

RETURN 

100% 

100% 

4%5% 
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The Plan provides that my Claim against CCI based upon CCI's guaranty o f a  CCSI Claim will 
be a CCI Class 3 Claim. The Guar&& Claims against CCI shalI be reduced6y any and all sums 
paid by the CCSI Liquidating Trust on account of such claims against CCSL The aggregate 
effect will be that holders of ,dlllowed Guaranty Claims wiIl be entitled to receive distributions 
from the CCI Liquidating T m t  on the Allowed Amount of such Claims. 

ARTICLE IV. 

ACCEPT.LVCE OF THE PLAN AND VOTING INSTRUCTIONS 

A. Creditors Eligible To Vote. 

Pursuant to section 1126 of the Bankruptcy Code, only the members of those classes whose 
claims are impaired under a plan, and who receive or retain property under t he  plan, are entitled 
to vote for acceptance or rejection of the plan. 

... 

Tables €3 and I below set forth the classes of Claims and Equity Interests under the Plan for each 
of the Debtors, whether those classes are impaired or unimpaired and whether those classes are 
entitled to vote on the Plan. 

. .  
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Class 1 consists of all Other Priorit), Claims 
against CCT I CCI Class I : Other Priority Claims 

I 
CCI Class 2: Secured Claims 

CCI Class 3: Unsecured Claims 

3CI Class 4: Preferred Equity Interests 

X I  Class 5:  Equity Interests 

CLASS I DESCRlPTION 
1 

Class 2 consists of all Secured Claims secured 

by CCI Assets vote 

Class 3 consists of all Unsecured Clams held 
against CCZ, including all Bondholder Claims, 
Guaranty Claims and timely filed deficiency 
claims 

CIass 4 consists of all Preferred Equity Interests 

in CCI the Plan 

Class 5 consists of all Equity Interem in CCI 

Un.impaired-not entitled to 

hpaired--entifled to vote 

Impaired-deemed to reject 

ImpairedAeemed to reject 
t h e  Plan 

CCSI Class 1 : Other Priority Claims 

CCSI Class 2: Secured Claims 

CCSI Class 3: Unsecured Claims 

CCSI Class  4: Equity Interests 

Table 11 

Class 1 consists of all Other Priority Claims 
againstCCSI . vote 

Class 2 consists of all Secured Claims 

secured by CCSI Assets vote 

Class 3 consists of al1 Unsecured Claims 
. held against CCSI, inchding timely fled 
deficiency claims 

Class 4 consists of all Equity htexests in 
CCSI. the Plan 

Unimpaired-not entitled to 

Unimpaired-not entitled to 

Impaired-ntiitled to vote 

h p a i r e d 4 e e m e d  to reject 

Holders of Disputed Claims are not entitled to vote on the Plan unless the Banlauptcy Court, 
pursuant to Bankruptcy Rule 301 8, temporarily allows t h e  particular Claim in an appropriate 
amount for voting on the Plan. 

Pursuant to the Plan, the CCI Liquidating Trustee shall reimburse tbe CCSI Liquidating Trust for 
any A k s t r a t i v e  Expense Claims actually paid after the Effective Date by the CCSI 
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Liquidating Trustee that m e  directly attributable to the payments to professionals retained solely 
by,CCI, the CCI Liquidating Trust, or the CCI Liquidating Trustee. In addition, the CCI 
Liquidating Trustee shall reimburse the CCSI Liquidating Trust for 80% of any Administrative 
Expense Claims actuaI1y paid after t h e  Effective Date by the CCSI Liquidating Trustee that are 
directly attributable to payments to all of t h e  Committee's professionals. 

- == 

The Bankruptcy COW has established the date of the hearing on the adequacy of this Disclosure 
Statement as the Record Date for voting in respect of the Plan. Any Creditor of the Debtors as of 
the Record Date whose Claim is impaired under the Plan is entitled to vote if either (a) the 
Creditor's Claim has been scheduled by the Debtors (and such Claim is not scheduled as 
disputed, contingent, or unliquidated), or (b) the Creditor filed a proof of Claim on or before July 
18,2001, the last date set by the Bankruptcy Court for such filings and no objection to such 
proof of Claim has been filed and the Debtors have not otherwise filed an objection to the proof 
of claim. However, the Bankruptcy Court may temporarily aIlow any Claim in an amount which 
it deems proper for the purpose of accepting or rejecting the Plan upon application by a Creditor 
whose Claim the Debtors have objected. A Creditor's vote may be disregarded if the Bankruptcy 
Court determines, after notice and a hearing, that the Creditor's acceptance or rejection was not 
solicited or procured in good faith or in accordance with the provisions of the Bankruptcy Code. 

8. Voting Instructions. 

1. Ballots and Voting Deadiine 

A ballot to be used for voting to accept or reject the Plan (the "Ballot") is included with this copy 
of the Disclosure Statement for holders of Claims entitIed to vote on the Plan. 

BEFORE COMPLETING YOUR BALLOT, PLEASE READ CAREFULLY THE 
BANKRUPTCY COURT'S VOTING PROCEDURES OlRDER 

PLEASE RETURN YOUR BALLOT IN THE ENVELOPE PROVIDED. ofyou are a 
Bondholder and the enclosed envelope is addressed to your Nominee, please allow additional 
time .) 

TO BE COUNTED, YOUR BALLOT (OR THE MASTER BALLOT SUBMlTTED ON YOUR 
BEHALF) MUST BE RECEIVED BY 500 P.M. EASTERN TIME, ON 
"Voting Deadline"). 

,2001 (the 
I 

The Balloting Agent is: Innisfree M&A Inc. 
501 Madison ,4venue, 20th Floor 
New York, NY 10022 
(877) 750-2689 (General number) 
(212) 750-5833 (I3anks and brokers) 



V o tin g P r p c e,d u res 
7' +- 

2. 

The Debtors are providing copies of t h s  Disclosure Statement, Ballots, and, where appropriate, 
master ballots ("Master Ballots"), to all registered or known holders of Unsecured Claims in CCI 
Class 3 and CCSl Class 3 (the "Impaired Classes"). Such holders may include brokerage firms, 
commercial bank ,  tmst companies, or other nominees. If such entities are not the beneficial 
owners of the debt securities giving r i se  to their respective Claim, they should provide copies of 
this Disclosure Statement and appropriate Ballots to their customers and to beneficial owners. 3 

Any beneficial Owner who has not received a Ballot should contact his or its brokerage fim, 
nominee, or the Trustee. All Persons recei\.ing this Disclosure Statement should refer to the 
terms of the Voting Procedures Order, a copy of which is enclosed, with respect to voting 
procedures. 

For purposes of voting on the Plan, the amount and classification of a Claim that will be used to 
tabulate acceptances and rejections of the Plan shall be exclusively as follows: 

Ifno proof of Claim has been timely filed, t he  amount of a Claim shall be equal to 
the amount listed in respect of such Claim in the Schedules, as and if amended, to 
the extent such Claim is not listed as contin,oent, unliquidated, or disputed, and 
subject to any limitations set forth in the Voting Procedures Order, and the Claim 
shall be placed in the appropriate Class, based upon the Debtors' records, and 
consistent with the Schedules and the Claims registry of  the  Clerk of the 
Bankruptcy Court (the "Clerk"); 

If a proof of Claim has been timely filed, and has not been objected to before the 
expiration of the Voting Deadline, the amount of such Claim shall be as specified 
in the proof of Claim filed with the Clerk (or if unascertainable from the face of 
such proof of CIaim, shall be one dollar ($1.00) for voting amount purposes); 

Subject to (d) below, a Claim that is the subject of an objection filed before the 
Voting Deadline shall be disallowed, for voting purposes, except to the extent band 
in the manner that the Debtors indicate in their objection that the Claim should be 
allowed for voting or other purposes; 

Ea CIaim has been estimated or otherwise allowed for voting purposes by order 
of the Bankruptcy Court, the amount and classification shall be that set by the 
Banlinrptcy court; 

A Claim that, according to the Clerk's records, was not timely filed by July 18, 
2001 and has not been objected to shall be accorded no vote for amount or 
numerosity purposes; and 

If a Claim is deemed Allowed pursuant to the Plan or by order of the Court, such 
Claim shall be temporarily Allowed for voting purposes in the mount deemed 
Allowed. ?-l 
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In addition, the following rules and standards will amlv: 

any Ballot which is properly completed, executed and timely returned to the 
Ballotins Agent that does not indicate an acceptance or rejection of the Plan shall 
not be counted; 

any Ballot which is returned to the Ballot Agent indicating acceptance or rejection 
, of t h e  Plan but which is unsigned shall not be counted; 

whenever a Creditor casts more than one Ballot voting the same Claim prior to t h e  
Voting Deadline, only the last timely Ballot received by the Ballot Agent shall be 
counted; 

if a Creditor casts simultaneous duplicative Ballots voted inconsistently, then such 
BaIlots shall not be counted; 

each Creditor shalf be deemed to have voted the full amount of its'Elaim; 

Creditors shall not split the;: vote within a Class, thus each Creditor shall vote all 
of its Claim w i t h  a particular class either to accept or reject the Plan; 

with the exception of Master Ballots, any Ballots that partialIy reject and partially 
accept the Plan shall not be counted; 

any Ballot received by the Ballot Agent by telecopier, facsimile or other 
electronic communication shall not be counted; 

the Debtors may, in their sole discretion, request that the Voting Agent contact 
Creditors to cure defects in the Ballots prior to the Voting Deadline; and 

any Creditor that has delivered a valid Ballot or Ballot/proxy may withdraw its 
vote by delivering a written notice of withdrawal to the Voting Agent by the . 
Voting Deadline. To be valid, the notice of withdrawal must be (a) signed by the 
party who signed the Ballot or Master Ballot to be revoked, and (b) be received by 
the Voting Agent prior to the Voting Deadline. 

a, Beneficial Owners 

Any beneficial owner as of the Record Date holding a debt security in its own name can vote by 
completing and si-ping the enclosed Ballot and returning it directly to the Balloting Agent (using 
the enclosed self-addressed stamped envelope). For purposes of voting to accept or reject the 
Plan, the  beneficial owners of securities will be deemed to be the "holders" of such Claims 
represented by such debt securities. 

b. Brokerage Firms, Banks, and Other Nominees 

A brokerage firm, bank or other nominee that is the registered holder of Bonds as of the Record 
Date for a beneficid owner, or the a,oent of such brokerage h, bank or other nominee (each a 
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"Nominee"), can vote on behalf of  such beneficial owner by: (i) distributing a copy of t h i s  
Disclosure Statement and all appropriate Ballots to such owner; (ii) collecting all such Ballots; 
and (iii) completing a Master Ballot by compiling the votes and other dormation from the 
Ballots collected and transmitting such Master Ballot to the Balloting Agent. 

In the alternative, a Nominee can arrange for such beneficial owner to vote by executing the 
appropriate Ballot and by distributing a copy of the Disclosure Statement and such executed 
Ballot to such benehial owner, along with a return envelope addressed to the Balloting Agent. 4 

C. Other 

If a Ballot is signed by trustees, executors, administrators, guardians, attorneys-in-fact, oficers 
of corporations, or others acting in a fiduciary or representative capacity, such persons must 
indicate such capacity when si-gning and, upon the request of either Debtor, must submit proper 
evidence satisfactory to the Debtors of the i r  authority to so act. 

3. Waivers of Defects, Irregularities, Etc. 

Unless otherwise directed by the Bankruptcy Court, all questions as to the validity, form, 
eligibility (including time of receipt), acceptance, and revocation or withdrawal of Ballots will be 
determined by the Debtors in their sole discretion, whose determination will be final and binding. 
As indicated below under "Withdrawal of Ballots; Revocation," effective withdrawals of Ballots 
must be delivered to the Debtors prior to the Voting Deadhe. The Debtors reserve the absolute 
right to contest t h e  validity of any such withdrawal. The Debtors also resene the right to reject 
any and d l  Ballots not in proper form, t he  acceptance of which would, in the opinion of the 
Debtors, or their counsel, be unlawhl. The Debtors further reserve the right to waive any 
defects or irregularities or conditiors of delivery as to any particular Balot. The interpretation 
(including the Ballot and the respective instiuctions thereto) by the Debtors, unless otherwise 
directed by the Banhptcy  Court, will be final and binding on all parties. Unless waived, any 
defects or irregularities in connection with deliveries of Ballots must be cured within such time 
as the Debtors (or the Bankruptcy COW) determine. Xeither t he  Debtors nor any other person 
will be under any duty to provide notification of defects or irregularities with respect to 
deliveries of Ballots nor will any of them incur any liability for failure to provide such 
notification. Unless otherwise directed by the Bankruptcy Court, delivery of such Ballots Viill 
not be deemed to have been made until such irregularities have been cured or waived. Ballots 
previously-furnished (and as to which any irregularities have not theretofore been cured or 
waived) Will be invalidated. 

4. Withdrawal of Ballots; Revocation 

Any impaired Creditor who has delivered a valid B a h t  for the acceptance or rejection of the 
Plan may withdraw such acceptance or rejection by delivering a wrirtea notice of withdrawal to 
the Balloting Agent at any time prior to the Voting Deadline. 

-4 notice of withdrawal, to be valid, must (a) contain the description of the debt securities or 
Claims to which i t  relates and f i le asgregate principal amount or " h e r  of shares, as t he  case 
may be, represented by such debt securities or Claims; (b) be signed by the holder of such 
security or other impaired Creditor, as the case may be, in t he  sarne manner its the Ballot; and (c) 
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be received by the Balloting -4gent in a timely manner,$ the address set forth herein. ks 
indicated above, the DeEttrrrs expressly reserve the abklute right to contest the validity of any 
such withdrawals of Ballots. 

Unless otherwise directed by the Bankruptcy Court, a purported notice of withdrawal of Ballot 
whch is not received in a timely manner by the Debtors will not be effective to withdraw a 
previously furnished Ballot. 

Any Creditor who has submitted to the Balloting Agent prior to the Voting Deadline a properly 
completed Ballot may revoke such Ballot and change his or its vote by submitting prior to the 
Voting Deadline to the Balloting Agent a subsequent, properly completed Ballot for acceptance 
or rejection of the Plan. In the case where more than one timely, properly completed Ballot is 
received, only the Ballot that bears the latest date will be counted for purposes of determining 
whether sufficient votes for confumation of the Plan have been cast. 

5. Fees and Expenses 
I- 

The Debtors will pay a11 reasonable costs, fees, and expenses relating to the solicitation of 
Ballots, including, without limitation, customary mailing and handling costs of brokers, dealers, 
commercial banks, the Indenture Trustee, and other nominees. The principal solicitation is being 
made by mail; however, additional solicitations may be made by facsimile, telephone, or in 
person by agents of the Debtors, including the Balloting Agent. Arrangements may also be made 
with brokerage houses and other custodians, nominees, and fiduciaries to forward the 
information regarding the solicitation to the beneficial owners of the securities. The Debtors will 
also pay all costs, fees, and expenses relating to the distributions to be made pursuant to a 
separately filed motion to retain the solicitation agent. 

C .  Best Interests Of Creditors. 

Section 1129(a)(7)(ii) of the Bankruptcy Code provides that a plan may not be confirmed if 
recoveries for impaired creditors are not as much as in a chapter 7 liquidation (this is often called 
h e  "best interests of creditors" test). Because the Plan, in effect, provides for the liquidation of 
Assets and the distribution of cash to Creditors consistent with the distribution provisions under 
chapter 7, the Debtors believe that the Plan meets this test. The Debtors believe that the 
Impaired Classes' recoveries in a chapter 7 case would be lower han under the Plan because (1) 
the chapter 7 trustee(s) would have to investigate the Effective Date CCSI Senlement Payment, 
the Post Effective Date CCSI Settlement Payments and the  aspects of the inter-company claim 
between CCI and CCSI, resulting in additional admrrristrative expenses and delay and (2)  the 
chapter 7 trustee would not be familiar with the Debtors' business and affairs which might result 
in delay in resolving these cases, as well as greater expenses in connection with the liquidation of 
remaining assets, the resolution of Causes of Action and Avoidance Actions and the prosecution 
of recovery rights. Under these circumstances, the Debtors believe that the '%est interests of 
creditors" test has been met. 

D. Acceptance. 

As a condition to confrrnation, the Bankruptcy Code requires that each impaired class of claims 
or equity interests accept a plan, with the exceptions described in the following section. The 
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Bankruptcy Code defines acceptance of a plan by a class of claims as acceptance by holdepDf 
two-thirds in dollar amount and a majokk in number of the claims of that C h S J  but for that 
purpose counfs only the vote of those creditors who actually vote to accept or to reject the plan. 
The Bankruptcy Code defines acceptance of a plan by a class of equity interests as acceptance by 
two-thirds of the number of shares, but for th is  purpose counts only shares actually voted. 
Holders of claims or equity interests who faiI to vote are not counted as either accepting or 
rejecting the plan. Here, holders of equity interests, who receive or retain nothing under the 
Plan, are deemed to reject the  Plan. 

Classes af claims and equity interests that are not "impaired" under a plan are deemed as a matter 
of law to have accepted the plan and therefore are not permitted to vote on t h e  plan. Classes of 
claims and equity interests that receive no distributions under a pIan are deemed as a matter of 
law to have rejected the plan, so that it is unnecessary to solicit their votes. The Debtors are 
soliciting acceptances of the Plan only from those persons who hold Claims that are impaired 
under the Plan and who are to receive dxtributions or retain property on account of their 
Allowed Claims. 

* 

A class of claims or equity interests is "impaired" if the legal, equitable, or contractual rights 
attacking to the claims or equity interests of that class are modified in any manner other than 
those specificaIly permitted under the Bankruptcy Code. A list of impaired Classes is set.forth in 
Section W.A. of this Disclosure Statement ("Creditors Eligible to Vote"). 

E. Failure To Gain Acceptance. 

Section 1129(b) of the Bankruptcy Code provides that a plan may be confinned by the 
Bankruptcy Court, even if not accepted by every Impaired Class, if (a) at least one Impaired 
Class has accepted the plan (determined without including any acceptance of the plan by any 
insider), and @) the Bankruptcy Court finds that the plan does not "discriminate unfairly" and is 
"fair and equitable" to the rejecting Class. 

The Debtors expect that at least one impaired Class will accept the Plan. Because the Preferred 
Equity Interests In CCI Class 4, the Equity Interests in CCI Class 5 and the Equity Interests in 
CCSI Class 4 are deemed to reject the Plan, the Debtors will seek c o n f i a t i o n  of the Plan 
pursuant to the cramdown provisions of section 1129(b) of the Bankruptcy Code. T h e  Debtors 
believe that the Plan may be confirmed pursuant to section 1129@) of the Bankruptcy Code. 
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ARTICLE V. 
r' *- 

CERTMK FEDER4.L LVCOTvIE TAX COSSEQUENCES 

A. Generally 

The following discussion summarizes certain of the si-pificant federal income tax 
consequences of the transactions that are described herein and in the Plan to the Debtors and to 
holders of Claims in CCI Class 3 and CCSI Class 3. For purposes of the discussion in this 
Article, unless the context otherwise requires, the term Liquidating Trust refers to the 
Liquidating Trust other than the Disputed Claims reserve. This discussion is for idonnational 
purposes only and is based on the Internal Revenue Code, the Treasury Regulations promulgated 
thereunder, judicial authority interpreting the Internal Revenue Code, and current administrative 
rulings and pronouncements of the IRS, any of which may be altered with retroactive effect, 
thereby chano@g the federa1 income tax consequences discussed below. The following . 
discussion does not address foreip, state or local tax consequences of the Plan, nor does it 
purport to address cIasses of taxpayers (such as S corporations, mutual funds, i"ce 
companies, financial institutions, small business investment companies, foreign companies, 
nonresident alien individuals, regulated investment companies, broker-dealers, taxpayers that 
hold their Claims pursuant to a hedge, conversion transaction, straddle or other risk reduction 
strategy and tax-exempt organizations) who may be subject to special consequences pursuant to 
the Intemal Revenue Code. Except as otherwise noted, t k rs  discussion assumes the holders hold 
their Claims as capital assets within the meaning of the Intemal Revenue Code. 

. a 

Due to the lack of applicable legal precedent, the possibility of changes in law and the 
potential for disputes as to legal and factual matters, the tax consequences described herein are 
subject to siGficant uncertainties. No ruling from the IRS nor opinion of counsel will be 
sought. EA4CH HOLDER OF A CLAIM OR INTEREST IS STRONGLY URGED TO - -  ~~ 

CONSULT WITH ITS OWN TAX ADVISOR REGARDING THE FEDERAL, STATE, 
LOCAL, AYD FOIREIGI11' TAX CONSEQUENCES OF THE PL..hY. 

B.. Creation of the Liquidating Trusts and the Disputed Claims Reserves 

1.  Establishment of the Liquidating Trusts and the Disputed Claims 
Res e w e s  

The Debtors intend to take the position that the kansfer on the Effective Date of the . 
Assets to the Liquidatins Trusts should be treated for federal income tax purposes as a transfer of 
those Assets to holders of Unsecured Claims followed by the contribution of such Assets to the 
respective Liquidating Trust. Accordingly, CCI intends to take the position that for federal 
income tax purposes, actions which occur on the Effective Date to establish the CCI Liquidating 
Trust and discharge .4Ilowed Claims will be treated as if the holders of Allowed Claims against 
CCI surrendered their Claims to CCI in exchange for their pro rata portion of t h e  Assets of the 
CCI Liquidating Trust (including the Effective Date CCSI Settlement Payment and the Post 
Effective Date CCSI Settlement Payments). Likewise, CCSI intends to take the position that for 
federal income tax purposes, actions whch OCCLU on the Effective Date to establish the CCSI 
Liquidating Trust and discharge Allowed Claims will be treated as if the holders of Allowed 
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Claims against CCSI surrendered thqk Claims to CCSI in exchanse for their pro rata portion of 
the ,&sets of the CCSI Liquidating TAst. (See section C and section E of this a4rticle V-for 
discussion of the federal income tax consequences of such decmed transfers to the Creditors and 
Debtors, respectively.) Althou$ not fkee from doubt, the Debtors intend to take the position that 
the establishment of the Disputed Claims reserves will be treated as a drect transfer of the Assets 
thereof to the Disputed Claims reserves by the Debtors. 

2. Characterization of the Liquidating Trusts and the Disputed Claims 
Reserves 

Although not entirely free h m  doubt, the  Debtors believe that the Liquidating Trusts 
generally should be treated as a "grantor" t rusts under the Internd Revenue Code and the 
Treasury Regulations promulgated thereunder. Assuming this treatment is correct, the 
Liquidating Trusts would not be treated as a separate taxable entities. Rather, holders of . . 

Allowed Claims would be treated as the grantors and owners of the respective Liquidating 
Trust's Assets for federal income tax purposes. Further, although not fiee fi-om doubt, the 
Debtors believe that the Disputed Claims reserves would be segregated fiom the Liquidating 
Trusts for federal income tax'purposes and treated as separate trusts subject to taxation as 
separate entities. (See section D of this Article V below for a hller discussion of the 
consequences of the ownership of a beneficial interest in either of the Liquidating Trusts as well 
as discussion of alternative characterizations of the Liquidating Trusts and the Disputed Claims 
res ewes . ) 

C. Federal Income Tax Consequences to Creditors 

Except as otherwise indicated, the discussion below is based on the assumption that the 
transactions creating the Liquidating Trusts and the characterization of the Liquidating Trusts as 
described above will be respected for federal income tax purposes. 

1. Summary of Taxable Events to the Creditors: Receipt of 
Consideration on the Effective Date, Amounts Released or Distributed 
by the Disputed Claims Reserve and Liquidating Trust Income. .* . 

A holder of an Allowed Claim will be treated as receiving certain consideration in respect 
of its !dowed Claim on the Effective Date and should reco_enize gain or loss as  discussed below 
in section C.2.a. of this Article V. Further, when a Disputed Claim (or an outstanding 
Administrative Expense Claim) is wholly or partially disallowed and as a result the cash or other 
property in the Disputed Claims reserve is released, certain Allowed Claim holders may 
recognize additional gain as discussed below in section C.2.a. of this Article V. Although not 
fiee from doubt, holders of Disputed Claims should not recobgnize gain or loss on the Effective 
Date but should recobpize the gain or loss when such Claims become Allowed as discussed 
below in section C.2.a of t h i s  &-tide V. In addition, each holder of a beneficial interest in the 
Liquidating Trust will be required to report on its federal income tax return its allocable share of 
any income, gain, loss, deduction or credit reco*gnized or incurred through the operation of the 
Liquidating Trust as discussed below in section D. 1. of this ,4rticle V. 
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C. 3 

(a) Holders of Allowed Claims 

Amount of Gain or Loss 

On the deemed transfer of Allowed Claims to Debtors for Assets in the Liquidating Trust, 
holders of such Claims should reccgize gain or (subject to the hscussion below in section C.4. 
of this Article V) loss to t h e  extent of the difference between the fair market value of the &sets 
(probably including the fair market value, if any, of the Liquidating Trust's residual interest in 
the Assets held by the Disputed Claims reserve) allocable to such Creditor (other than mounts 
deemed to have been used to discharge accrued interest on the Claims), and (5) the adjusted tax 
basis of the Claims deemed to have been transferred by the holders to the Debtors in exchange 
therefor, except to the extent described in section C.5. of this Article V with respect to accrued 
and unpaid interest. Creditors may be permitted to report a portion of such gain using the 

. installment method under Section 453 of the Internal Revenue Code as  discussed below in 
section C.6. of this Article V The fair market value of the property transferred to the Liquidating 
Trusts will be agreed to by the Debtors and the Liquidating Trustees. For these purposes, the 
Plan provides that the value of the Avoidance Actions transferred to the Liquidat& Tmts shall 
be at least 50% of the aggegate maximum amount which could be recovered pursuant to such 
Avoidance Actions. Were the Liquidating Trust classified in a different manner, the transactions 
treated as occurring on the Effective Date also would differ. 

. 
' 

. 

. 

Although the Debtors believe that holders of Allowed Claims should have a reporting 
position that they will be required to include in their amount realized only their allocable portion 
of the fair market value of the residual interest, if any, in the Disputed Claims reserve and not the 
fair market value of all of the  Assets held or deemed to be heId by it, it is possible that the raS 
could assert that the Disputed Claims and/or outstanding Administrative Expense Clairns are 
contingent Liabilities that cannot reduce the Allowed Claim holders' mount  realized unless and 
until such Claims are Allowed or required to be paid. If the IRS were successhl, holders of 
Allowed Claims would include in. their amount realized their pro rata shares of the sum of the 
cash and the fair market value of the Assets initially dedicated or credited to the Disputed Claims 
reserve. 

If, consistent with the position described above, a holder of an Allowed Claim takes the 
position that its pro rata share of the Assets (except for the Liquidating Trust's residual interests 
in the Disputed Claims reserve) initially dedicated or credited to the holders of the Disputed 
Claims and the outstanding Administrative Expense Claims is not includable in its amount 
realized on the Effective Date, as and when a Disputed Claim (or an outstanding Administrative 
Expense Claim) is wholly or partially disallowed and a s  a result the cash and other property in 
such Disputed Claims reserve is released, such Allowed Claim holder will likely recognize gain 
equal to the amount (or value) of its allocable portion of the released cash and other property. A 
portion of such gain may be taxed as ordinary income as a result of the imputation'of interest on 
deferred payments. I 

The Liquidating Trustees will provide Beneficiaries of the Liquidating Trust with written 
statements indicating the amount of any cash released fiom the Disputed Claims reserve by 
reason of any and all disallowances of Disputed Claims andor outstanding ,4dministrative 
Expense Claims occumng during each calendar year. 
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(b) Holders of Disputed Claims or Outstanding ,4drmnis.trative Expense ; 
Claims 

Althouzb not free from doubt, holders of Disputed Claims or outstandmg Administrative 
Expense Claims on the EEective Date should not recobgize gain or loss on the EEective Date. 
Instead, such holders should reco+&e pain or loss when such Claims become Mowed, to the 
extent of the difference between (i) the sum of (a) t h e  amount of cash, if any, received and (b) 
the fair market value of the Assets, if any, allocable to such holder (other than the amounts 
deemed to have been used to discharge accrued interest on Claims) and (ii) the adjusted-tax basis 
of the Claims deemed to have been exchanged. It is likely that a portion of any'amounts 
received by such holder will be treated as imputed interest income, computed fkom the Effective 
Date, and taxed as ordinary income. 

. .  

( c )  Basis and Holding Period of Property Received in Exchange for Claims 

The tax basis of property received in exchange for a Claim will be the amount that is 
included in the holder's amount realized on the exchange, which in the case of As-sets, should be 
the fair market value of the Assets allocable to a holder of an Allowed Claim as of the date of the 
exchange. The holding period for such property will begin on the day following the exchange. 

3. Character of Gain or Loss 

For holders that hold their Allowed Claims as capital assets, subject to the discussion 
below regarding payments of interest, gain or loss will be capital p i n  or loss, and will be long- 
term capital gain or loss if such Allowed Claim was held for more than one year at the Effective 
Date. It is likely that ori,oinaI holders of trade Claims, such as accounts payable, do not hold 
such Claims as capital assets;'it is possible, depending on their own circumstances and the nature 
of the Claim, that other Creditors do not hold their Claims as capital assets. Each Creditor is 
urged to consult its own tax advisor as to the treatment of gain or loss realized with respect to its 
Claim. 

4. Possible Deferral of Loss Recognition 

It is possible that the recowpition of loss, if any, realized by a holder of an Allowed Claim 
will be deferred because the ultimate pro rata shares of the Assets of holders of the  Allowed 
Claims will not be determinabk on the Effective Date due to the existence of Disputed Claims. 
In general, a loss will be treated as sustained in the taxable year for which there has been a closed 
and completed transaction, and no portion of a loss with respect to which there is a reasonable 
prospect of reimbursement may be deducted until it can be ascertained with reasonable certainty 
whether o r  not such reimbursement will be recovered. ,4lthough not f k e  from doubt, the 
Debtors believe that a holder of an Allowed Claim should have a reporting position that it will 
recopze  gain or loss on the Effective Date, to the extent described above. It is possible, 
however, that the IRS may assert either that (1) gain or loss recognized by a holder of an 
Allowed Claim on the Effective Date must be computed to include the fair market value of the 
cash and -4ssets inirially dedicated to the Disputed Claims resene as well as the fair market 
value of such holder's beneficial interest in the Liquidating Trust or (2) the consideration to be 
received by each holder of an Mlowed Claim does not have an ascertainable fair market value on 
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the Effective Date, and thus, any loss realized by such hslder should not be recognized until a 
later time, such $<the date that the Liquidating Trust makes its final distribution. 

Creditors should consult with their own tax advisors re,oarding t h e  possible deferral of the 
reco+gnition of loss. Because a loss will be allowed as a deduction only for the taxable year in 
which the loss was sustained, a Creditor that claims a loss in the incorrect taxable year risks 
denial of such loss altogether. Im the case of certain Claims, consideration should be given to the 
possible availability of a bad debt deduction under Section I66 of the h e m a l  Revenue Code for 
a period prior to the Effective Date. 

5. Potential Interest Income 

Holders of Claims will reco-pize ordinary income to the extent that they receive any cash 
or property on the Effective Date that is allocable to accrued but unpaid interest that has not 
already been included for federal income tax purposes ip such holder's gross income. A holder 
of a Claim that includes accrued interest that receives consideration which is 1ess.tba.n the 
amount of its Allowed Claim must allocate such consideration between principal and interest for 
federal income tax purposes. Applicable Treasury Regulations appear to require that the 
amounts distributed to holders of Allowed Claims on the Effective Date be allocated first to 
interest, up to the fidl amount of such accrued interest, with only t he  excess, if any, being 
allocated to principal. In connection with the allocation of consideration between principal and 
interest, holders of Claims should consult their own tax advisors to determine the amount of 
consideration received under the Plan that is allocable to interest. 

In the event that the amount of cash and other property alTocabIe to interest on a Claim is 
less than the amount previously included as interest on the Claim in the holder's federal taxable 
income, the unpaid interest may be deducted, generally as a loss or as an adjustment to a reserve 
for bad debts. 

6. Use of the Installment Method 

A holder of an Allowed Claim may be required to report gain on the deemed sale of its 
Allowed Claim in exchange for its allocable share of the Assets in the Liquidating Trust under 

installment method, payment of tax with respect to gain on such deemed sale, to t h e  extent such 
gain is attfibutabIe to an installment obligation, generally will be deferred until payment on the 
installment obligation is received or t h e  installment obligation is disposed of Each such . 

payment received is generally treated as (i) a nontaxable recovery of a portion of the holder's 
basis in its Allowed Claim, (ii) a taxable realization of a portion of the holder's gain, and (iii) 
interest income (either stated or, if not, imputed). The amount of each payment that must be 
reported as income by a holder is determined by multiplying the total amount of payments 
received during the year by the  gross profit percentage the amount o f  gross profit realized. 
on the sale of an Allowed Claim divided by t h e  total fair market value of such holder's allocable 
share of the A4ssets). 

. the installment method, unless the holder elects to report the gab currently. Under the . 

A holder of an Allowed Claim using the installment method may be subject to special 
interest charge rules that apply to certain installment obligations. Under the interest charge rules, 



an interest charge applies to any nondealer ins tahent  obligation in excess of S; 150,0009hich 
arose dufmg th$faxable year and remains outstanding at the close of the taxable year if the face 
amount of all such obli,oations that arose from sales during the year and remain outstanding as of 
the close of the taxable year exceeds $5 million. T h e  interest charse payable by such holder is 
an amount equal to (i) the "applicable percentage" of the "deferred t;tu liability" (which liability 
is defined as the product of (a) the amount of gain with respect to an obligation whch has not 
been reco,c?lized as of the close of  such taxable year and @) the maximum rate of tax potentially 
applicable to the taxpayer for the year) multiplied by (ii) the underpayment rate in effect for the ' 

month in which the taxable year ends. The "applicable percentage" for all obligations ai?sing 
during the taxable year is determined by dividing (i) the portion of the aggregate face amount of 
such obligations outstanding as of the close of such taxable year in excess of $5 million by (ii) 
the aggregate face amount of such obligations-arising in and outstanding at the dose  of the 
taxable year. The interest charge is an additional tax payable for the taxable year md is 
deductible as interest. 

Lfthe Liquidating Trust disposes of one of its Assets that constitutes an installment 
obligation, or if a holder using the installment method disposes of its beneficial interest in the 
Liquidating Trust, the holder will generally be treated as disposing of an installment obligation. 
Such disposition will result in realization of the installment gain inherent in the installment 
obligation. If a beneficial interest in the Liquidating Trust or the Assets are disposed of by sale 
or exchange, the gain or loss is the difference between the holder's basis in the Assets and the 
amount realized upon such disposition. Lfa beneficial interest in the Liquidating Trust or the 
Assets is disposed of in any manner other than by a sale or exchange, the gain or the loss is the 
difference between the holder's basis in the Assets and the fair market value of the Assets at the 
time of the disposition. Gain, if any, in excess of the amount of the installment obligation 
disposed of will be taxed as discussed above in section C.2. of this k i c l e  V. If the Liquidating 
Trust utilizes the Assets as security for a loan or if a Beneficiary pledges its interest as security 
for a loan, the net proceeds &om such loan generally would be treated as a paqnent received on 
the installment obligation to the extent thereof and the applicable gain must be recognized. 

Each holder of an Allowed Claim is urged to consult its own tax advisor regarding the 
treatment of various Assets (e.c., residual interest in the Disputed Claims reserve) as instaIhent 
obligations and as to the application of the instalhent method generally. 

7. .. Information Reporting and Withholding 

The Liquidating Trustees will withhold my amounts required by law to be withheld &om 
payments to holders of Claims. In addition, the holder of a Claim may be required to provide 
certain tax dormation to Debtors and to the Liquidating Tnzsts and the Disputed Claims 
reserves as a condition of receiving distributions under the Plan. 

In general, information reporting requirements will apply to payments on the Effective 
Date and to certain distributions from the Liquidating Trusts or the Disputed Claims reserves in 
respect of interest, and such amounts may be subject to United States backxp withholding tax 
(currently at a rate of 30.5%). The rate of backup withholding is scheduled to be reduced over 
time to  28% in 2006. Back-up withholding tax will not apply to the holder of a Claim who (1) is 
a corporation or comes within certain exempt categories and., when required, demonstrates this 
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fact, or (2)  fughhes a correct taxpayer identification number or certificate of foreign stg- md 
makes certain%her required certifications =-provided by the backup withholding rules. 
Generally, a holder of a Claim will provide such certifications on Form W-9 (Request for 
Taxpayer Identification Number and Certification). A holder of a Claim who does not furnish 
the Liquidating Trustee with h s  or her correct taxpayer identification number may also be 
subject to penalties imposed by the IRS. Backup withholdmg is not an additional tax and may be 
claimed as a refund or a credit against such holder's United States federal income tax liability, 
provided that the required information is h s h e d  to t he  IRS. 

D. Taxation of the Operation of the Liquidating Trusts and the Disputed Claims 
Reserves 

8. Taxation of the Operation of the Liquidating Trusts and the Disputed 
Claims Reserves 

Each Beneficiary of the Liquidating Trust will be requited to report on its federal income 
tax return its allocable share of any income, gain, loss, deduction or credit recoi&zed or incurred 
by the Liquidating Trust, including, but not limited to, interest income earned on bank accounts 
and other investments of the Liquidating Trust. 

. 

If' a Trust Asset is sold or otherwise disposed of by the Liquidating Trust in a transaction 
in which gain or loss is recognized for federal income tax purposes, each holder of a beneficial 
interest in the Liquidating Trust will be required to report on its tax return gain or loss equal to 
the difference between (i) its pro rata share of the amount of cash and/or the fair market value of 
any property received in exchange for the Asset so sold or otherwise disposed of and (ii) its 
initid tax basis in its pro rata share of such Asset, as subsequently adjusted. The character and 
amount of any such Sain or loss will be determined by reference to the character of the Asset 
sold or otherwise disposed of in the hands of each holder of a beneficial interest in the 
Liquidating Trust and by reference to whether the  transaction in which such Asset was disposed 
of constitutes a sale or exchange for federal income tax purposes. - 

Each holder's obligation to report its share of any trust income or gain upon an Asset 
disposition is not dependent on t h e  Liquidating Trust distributing any cash or other proceeds of 
such disposition. Accordingly, a holder of a may incur a tax liability as a result of owning a 
beneficial .interest in the Liquidating Trust in advance of receipt of cash with respect thereto. 

The Disputed Claims reserve should be treated for federal income tax purposes as a 
separate trust. As such the Disputed Claims reserve will be subject to federal income tax on its 
taxable income at special tax rates applicable to t r us ts  (currently the maximum rate is 39.1% for 
trust taxable income in excess of $7,500). In general, in computing its taxable income, the 
Disputed Claims reserve should be entitled to deductions for its expenses and for dxtributions 
made to beneficiaries up to  the amount of "distributable net income" ("DNI"), as defined in the 
Internal Revenue Code. 

A holder of a beneficial interest in the Liquidating Trust will be required to include in 
income the amount of any distributions received by the Liquidating Trust fiom the Disputed 
Claims resenre in a taxable year, up to the  m o u n t  of its proportionate share of the Disputed 
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Claims reserve's DhT for that year. Such distribution is characterized by reference to the 
character of items included in Dhq @, capital gains, interest income). The treatment of 
distributions made by complex t rusts? such as the Disputed Claims reserves, in excess of DNI is 
uncles and therefore each holder of a Clalm is urged to consult its own tax advisor as to the 
treatment of such distributions and the t m i n g  of recovery of tax basis in its interest. 

r 

As a result of the foregoing rules, t h e  application of which can be very compIicated and, 
in some respects, uncertain, the taxable income, if any, of the Disputed Claims reserve should be 
subject to only one level of federal income taxation. 

It is possible, however, that all or a part of the Disputed Claims reserve may be treated as 
a "qualified settlement fimd" ("Qualified Settlement Fund") as defined in the applicable Treasury 
Replations to the extent that any ofthe Disputed Claims meets all of the requirements set forth 
therein. For federal income tax purposes, a Qualified Settlement Fund is treated as a separate 
taxable corporate entity subject to tax under Section l(e) of the Tax Code OD its modified gross 
income and is entitled to deductions for its administrative and incidental expenses.- However, 
amounts distributed to claimants are not deductible. Recipients of distributions f?om a Qualified 
Settlement Fund must treat the distribution a s  taxable or excludable fiom income in the  same 
manner as would have been the case if the payment had been received directly kom the 
transferor. 

.. . 

Further, 011 February 1, Z 999, proposed Treasury repiations (the "Proposed 
ReguIations") were promulgated which set forth rules relating to the tax treatment of certain' . 
escrow funds which constitute "disputed ownership funds" ("Disputed Ownershp Fund"). In 
c general, a Disputed Ownership Fund is an escrow account, trust or fund that is not a Qualified - 
Settlement Fund and is established to hold money or property subject to conflicting Claims, is 
subject to continuing jurisdiction of a court, and the money or property of which cannot be paid 
or distributed to the claimants or transferor without approval of the court. For federal income tax 
purposes, a Disputed Ownership Fund generally is treated as the owner of the assets it holds. It 
is treated as a Qualified Settlement Fund, as described above, if all of the assets transferred to the 
fund by or on behdf of the transferors are passive assets, such as cash or cash equivalents, stock 
or debt obligations; otherwise it is treated as a corporation. The Proposed Regulations are 
proposed to be effective for Disputed Ownership Funds established afier the date the regulations 
are published as final in the Federal Register. With respect to a Disputed Ownership Fund 
established after Au3wt 16, 1986, but on or before the date of publication of final regulations in 
the Federal Register, the 1Rs will not challenge a reasonable, consistently applied method of 
taxation for income earned by the fund, transfers to the fund, and distributions made by the fund. ' 

At h s  time it is uncertain whether these Proposed Regulations will be finalized in their current 
form and, if so finalized, how they will be interpreted and applied, although it is possible that the 
Proposed Regulations will, as finalized, apply to the Disputed Claims reserve. Kthe Proposed 
Regulations were finalized in their current form, the Debtors believe that the above-described 
method of taxation of the Disputed Claims reserve would be treated as reasonable. 

It is possible that the IRS could succeed in requiring a different characterization of either 
t h e  Liquidating Trusts or the Disputed Claims resswes, or both, or that t he  Proposed Replations 
governing Disputed Ownerslxp Funds will be finalized and be applicable to the Disputed Claims 
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reserves, which could result in a different and possibly greater tax liability to the Liquidating 
Trusts, Disputed C l a d  ;reserves, the Creditors and/or the Debtors than that described herein. 

9. TasReporting 

The Liquidating Trusts will file Form 1041 (US. Income'Tu Retum for Estates and 
Trusts), on which the items of income, deduction and credit attributed to each holder of a 
beneficial interest in the respective Liquidating Trust will be reported on an attached separate 
schedule. Each holder of a beneficial interest in the respective Liquidating Trust will receive a . 

copy of such retum and the schedule relating to it and will be required to report on its fed& 
income tax retum its allocable shares of such items. The Liquidating Trustees shall be - I 

responsible for filing informational returns on behalf of the Liquidating Trusts and distributing 
information statements to each holder of a beneficial interest in the Liquidating Trusts, setting 
forth each holder's respective allocable share of the income, gain, loss, deduction, or credit of the 
respective Liquidating Trust. The Liquidating Trusts shall determine their income or loss based 
on the assumption that each holder of a beneficial interest in the Liquidating Trusts has a taxable 
year that is a calendar year and accordingIy shall compute such holder's income or'loss on a 
calendar year basis. 

The Liquidating Trustees shall be responsible for filing the annual tax returns on a 
calendar year basis for the Disputed Claims Reserves, and shall pay tax in accordance with such 
returns. , .  

,E. Federal Income Tax Consequences to the Debtors 

10. Discharge of Indebtedness Income of the Debtors . . .  

Subject to several exceptions, a taxpayer generally is required to include an amount in 
gross income upon a satisfaction of its indebtedness for less than the amount that the taxpayer 
received on issuance of the debt. Accordingly, in an exchange transaction, if the amount "paid" 
in cancellation of the old debt is less than the adjusted issue price of -the old debt ('is., the amount 
paid for the old debt when originally issued plus accruals of original issue discount, if any, on the 
old debt to the date of discharge, minus payments other than payments of qualified stated 
interest), the taxpayer generally is required to include t h e  difference in gross income for the year 
of the discharge. One of t h e  exceptions to this rule provides that gross income does not include 
amounts attributable to a discharge of indebtedness pursuant to a plan of reorganization that is 
approved by a court in a title 11. case (the "Bankruptcy. Discharge Exception"). 

As noted above in section B. 1. of t h i s  Article V, CCI intends to take the position that for 
federal income tax purposes, actions which occur on the Effective Date to establish the 
Liquidating Trust and discharge Allowed Claims will be treated as if the holders of Allowed 
Claims against CCI surrendered their Claims to CCI in exchange for the allocable portion of the 
Assets of t h e  CCI Liquidating Trust. To the extent that the adjusted issue price of an Allowed 
Claim, plus the mount  of interest accrued thereon that has been previously deducted but not 
paid by CCI, exceeds the sum of the cash and the fair market value of other Assets allocable to 
such Allowed Claims, CCI intends to take the position that such excess will constitute discharge 
of indebtedness income. Such discharge of indebtedness income realized by the Debtors as a 
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-;esult - of the exchanses will be excluded from their ~ O S S  income under the Barilcsuptcy 
F- 

Discharge Exception.' 

Furfhennore, as noted above b section B. 1. of t k s  Article V, CCSI intends to take the 
position that for federal income tax purposes, actions which occur on the Effective Date to 
establish t he  Liquidating Trust and discharge Allowed CTaims will be treated as if the holders of 
Allowed Claims against CCSI surrendered their Claims to CCSI in exchange for t he  allocable 
portion of the Assets of the CCSI Liquidating Trust. To the extent that the adjusted issue price 
of an Allowed Claim, plus the amount of interest accrued thereon that has been previously 
deducted but not paid by CCSI, exceeds the s u m  of the cash and the fair market value of other 
Assets allocable to such .illowed Claims, CCSI intends to take the position that such excess will 
constitute discharge of indebtedness income. Such discharge of indebtedness income realized by 
the Debtors as a result of the exchanges will be excluded from their gross income under the 
Bankruptcy Discharge Exception. 

e 

Holders of Disputed Claims on the Effective Date against Debtors which become 
Allowed Claims will receive payments in discharge of such Claims from t h e  Disputed Claims 
reserve. Although not free from doubt, the Debtors intend to take the position that the transfer of 
the Assets to the Disputed Claims reserve will not give r ise to discharge of indebtedness income 
with respect to Disputed Claims for federal income tax purposes. The Debtors' position, in part, 
is based on authority holding that no discharge results from the forgiveness of a contingent 
liability in cases in which it is clear that no increase in the taxpayer's assets (and no federal 
income tax benefit) was derived from the incurrence of the contingent liability. Even if 
discharge of indebtedness does result ffom the Disputed Claims, it should be excluded fiom 
gross income by the Bankruptcy Discharge Exception noted above. 

11. Gain or Loss on Transfer of Assets to the Liquidating Trusts and 
Issuance of Beneficial Interests in the Liquidating Trusts 

Although not fiee 6om doubt, the Debtors intend to take the position that they will 
recobpix gain or loss to the extent that the'fair market value of each of the Assetsis greater or 
less than the adjusted tax basis of such asset in the hands of the Debtors, and that they will be 
required to include such gain or loss in the calculation of gross income upon the distribution of 
t h e  Assets to holders of the Allowed Claims or to the Disputed Claims reserve. 

AS.FNDICATED ABOVE, THE FOREGODIG IS INTENDED TO BE A 
SUMMARY OhTY .hYD IS NOT A SUBSTITUTE FOR CAREFUL TAX 
P L A " G  WITH -4 TAX PROFESSIONAL. THE FEDERkL, STATE, LOCAL 
kYD FOREIGN TAX CONSEQUENCES OF THE PL-4N ARE COMPLEX, AND, 
IN 
CLMM OR EQUITY ISTEREST IS STRONGLY URGED TO CONSULT M'ITH 
ITS OVCW TAX ADVISOR EC.4RDIXC; SUCH T.43 CONSEQUENCES. 

AFEA4S, WKCERTAXY. PICCORDINGLY, EACH HOLDER OF A 
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ARTICLE VI- 

ADDITIONAL PL-LY PROV~SIONS 

k Means For Execution Of The Plan 

Upon entry of t he  Confirmation Order by the Court, the Plan will be implemented-and the 
following actions will occur in the following order: 

1. On t h e  Confinnation Date, the Plan will become, in effect, an order of the Court 
and its terms will be binding on all Creditors, Equity Interest holders and all other parties in 
interest. 

2. Between the Confixmation Date and the Effective Date, the Debtors' estates will 
continue to be administered by the respective Debtor. 

3. On the Effective Date, subject to Article X of the Plan (concerning the Effective 
Date CCSI Settlement Payment and the Post Effective Date CCSI Settlement Payments) and 
section 2.1.1 of the Plan (concerning CCrs reimbursement of Administrative Expense Claims 
paid by the CCSI Liquidating Trustee on behalf of CCI, the CCI Liquidating Trust or the CCI 
Liquidating Trustee) all of the CCI. Assets shall vest in the CCI Liquidating Trust and all of the 
CCSI Assets will vest in the CCSI Liquidating Trust, which shall be a liquidating trust created 
for purposes of making distributions on Allowed Claims and Interests in accordance with the 
Plan. 

4. The Liquidating Trustees will administer their respective Liquidating Trusts and 
will hold and dispose of the Assets in their respective Liquidating Trusts in accordance with the 
Plan. 

5. After all Estate Assets have been distributed, assigned or abandoned according to 
the Plan, the Liquidating Trustees shall terminate their respective Liquidating Trust. 

€3. Executory Contracts. 

The Plan provides that, as authorized by Bankruptcy Code 5 1123@)(2), any executory 
contract or unexpired lease of the Debtors that (i) if not listed on Exhibit D to the Plan 
Supplement, (ii) has not been approved by the Bankruptcy Court prior to the Confirmation Date 
for assumption or assignment by the Debtors, (iii)has not been rejected by the Debtors, and 
(iv) is not the subject of a pendmg motion to assume at the Confinnation Date, shall be deemed 
to have been rejected by the Debtors. The Debtors do not expect to seek approval for assumption 
of any contracts or leases pursuant to the Plan. The Plan shall constitute a motion to reject such 
executory contract or unexpired lease, and the Liquidating Trusts shall have no liability 
thereunder except as is specifically provided in the Plan. Entry of the Confirmation Order by the 
clerk of the Bankruptcy Court shall constitute approval of such rejcctiun pursuant to sections 
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365(a) and 1123(b)(2) of the Bankruptcy Code and a finding by the Bankruptcy Court that each 
such rejected executov contract or unexpired lease Is burdensome and that the  rejection thereof 
is in the best interest of the Debtors, their estates, and all parties in interest in the Chapter 11 
Cases, 

ysp, 

Claims created by the rejection of executory contracts or unexpired leases or the 
expiration or termination of any executory contract or unexpired lease prior to the Confixmation 
Date must be filed and served in accordance with the Plan, no later than b r t y  (30) days after the 
Confirmation Date, or (iii) in the case of an executory contract or unexpired lease that isrejected 
by the Debtors after the C o b a t i o n  Date, withm t h t y  (30) days after the entry of an order of 
the Bankruptcy Court authorizing and approving such rejection. Any claims for which a proof of 
claim is not filed and served w i t h  such time will be forever barred and shall not be enforceable 
against the Debtors, their estates, assets, properties, or interests in property, or the Liquidating 
Trusts. Unless otherwise ordered by the Bankruptcy Court, all such Claims that are timely filed 
as provided herein shall be treated as Unsecured CIaims under t h e  Plan. 

.- 
C .  Retention Of Jurisdiction. 

The Plan envisions retention of jurisdiction by the Court after confirmation of the Plan. 
The Plan provides that the Court shall retain exclusive jurisdiction over the Liquidating Trusts 
and the Plan. The Court will retain jurisdiction to (i) resolve all issues relating to the Assets in 
the Liquidating Trusts; (ii) adjudicate any and all adversary proceedings, applications, motions 
and contested or litigated matters that may be pending on the Effective Date or that, pursuantto 
the Plan, may be instituted by the Liquidating Trusts after the Effective Date; (iii) adjudicate 
Claims objections and t h e  time for filing objections to Claims; (iv) enter and implement such 
orders as may be appropriate in the event the Confumation Order is for any reason stayed, 
revoked, modified, or vacated; (v) issue such orders in aid of execution of the Plan as may be 
necessary or appropriate to carry out its intent and purpose or implement the Plan to the extent 
authorized or contemplated by section 1 142 of the Bankruptcy Code; (vi) consider any 
modifications to the Plan, cure any defect or omission, or reconcile any inconsistency in any 
order of the Bankruptcy Court; (vi;) adjudicate all applications for compensation and 
reimbursement of expenses of professionals; (viii) adjudicate disputes arising in connection with 
the interpretation, implementation, or enforcement of the Plan and all Exhibits to t h e  Plan and 
Plan Supplements; (ix) enforce any order, judgment, injunction or ruling entered or made in the 
Chapter I E Cases; (x) resolve any tax disputes for which the Debtors in Possession, the 
Liquidating Trustees or the Liquidating Trusts may be liable; (xi) determine such other matters 
that may be set forth in the Plan, the Confirmation Order, the Trust Agreements or that may arise 
in connection with the same; (xii) enter fmd decree closing the Chapter I1  Cases; (xiii) resolve 
dl matters regarding rejection of executory contracts and unexpired leases; including 
dete-g any and all Claims arising therefrom; (xiv) enter orders on the allowance of 
Administrative Clahs;  and (xv) resolve conDoversies arising out of the administration of the 
Liquidating Trust. 

D. Unclaimed Distributions. 

Tlie Plan provides that any returned distribution on an Allowed CIaim that is not claimed 
within 90 days after t he  date such distribution is made shall become part of the cash held by the 
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respective Liquidating Trustee and all rights to such distribution and to any further dissibution 
shall be forfeited. #o*further distributions shall Bemade on such Mowed Claim unless and until 
the respective Liquidating Trustee is notified of a c m m t  address. 

E. Claim Objections. 

After the Effective Date, the CCI Liquidating Trustee shall have the exclusive right to 
object to Claims against CCl, and t h e  CCSI Liquidating Trustee shall have the exclusive right to I 

objection to Claims against CCSI. 

ARTICLE VII. 

FEASIBILITY AND RISK FACTORS 

k General Feasibility Analysis. 

Pursuant to Bankruptcy Code fj 1 129(a)( 1 l), one of the requirements for c-onfirmation of 
a plan of reorganization is a determination by the Court that the Plan is feasible, that is, that 
confirmation of the Plan is not likely to be followed by the liquidation or the need for further 
financial reorganization unless such liquidation or reorganization is proposed under the Plan. 
This requirement is often referred to as the "feasibility" requirement. Since the Plan provides for 
liquidation as permitted by section 1 129(a)( 1 l), the feasibility requirement is satisfied. 

€3. Risk Factors. 

With any Chapter I1  plan, certain factors create a risk that anticipated results will not be 
achieved. However, these factors cannot always be anticipated. Some events may develop in 
ways that are unforeseen, and some or all of t he  assumptions, which have been used in t h i s  
Disclosure Statement and the  PIan, may not be realized exactly as assumed. The results in these 
Cases does not depend upon projected future revenues; however, the estimated CCI Cash on 
Hand and CCSI Cash on Hand on the Effective Date is contingent on the proceeds to be derived 
ffom hture Asset sales. 

On the Effective Date, substantially all of the Assets should be liquidated and reduced to 
cash and t he  Liquidating Trustees' main objectives are to make distributions of such c&h on 
Allowed Ckims in the respective Liquidating Trusts as provided in the Plan. Nevertheless, the 
timing and amount of distributions to the various classes of the Liquidating Trusts may be 
affected by the following factors: 

1. The Plan is subject to approval by the holders of Allowed General Unsecured 
Claims in CCI Class 3 and CCSI Class 3, which are the only Classes entitled to vote on the Plan. 
The Preferred Equity Interests in CCI Class 4 and the Equity Interests in CCZ Class 5 and CCSI 
Class 4 are deemed to have rejected the Plan. NO assurance can be given that the Plan will be 
accepted by the voting classes or conf i ied  by t h e  Court. Failure of voting classes to vote in 
favor of the Plan or n o n - c o h a t i o n  by the Court could lead to delay and additional 
administrative expenses. 
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2. "he estimated percentage return on Allowed Claims set forth 
Statement are only estimates. Any increase% estimatedxlowed Clahns or decrease in the 
estimated proceeds from the sale of Assets used to calculate t he  estimated percentage return will 
reduce the corresponding actual percentage return. 

this Disclosure 

3. Distributions to the holders of disputed Claims may occur over a longer period of 
t ime  than anticipated because of litigation over the validity and amount of such Claims. 

The foregoing risks are inherent in any liquidation, including that by a chapter 7 trustee. 

1-. 
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(303) 66 1-9292 
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tom@.crlpc . com 
j oli @crlpc .com 

Counsel to Convergent Communications Services, Inc. 

GIBSON, D U "  & CRUTCHER LLP 
George B. Curtis (# 1 1729) 
Jeffiey E. Oraker (#26893) 
1801 California Street 
Denver, CO 80202 
(303) 298-5700 
(303) 296-5310 fax 
gcurtis@gibsondunn.com 
joraker@gibsondunn.com 

-and- 

GIBSON, DUNN & CRUTCHER LLP 
James P. Ricciardi, P.C. 

,200 Park Avenue 
New York, NY 10166 

(212) 351-5223 fax 
(212) 351-4000 

jricciardi@gibsondunn.com 

Counsel to Convergent Communications, hc. 
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UNITED STATES EANKRL%”Y COURT 
;FOR “HE DISTRICT OF COLORADO 

Bankruptcy Judge Elizabeth E. Brown 

In re: 

CONVERGENT COMMUMCATIOXS, 
INC., 
BN: 84-1337265 

Debtor. 

In re: 

CONVERGENT COMMUNICATIONS 

EJN 841387594 
SERVICES, mc., . 

Debtor. 

1 
1 
1 
1 
1 Bankruptcy CaseNo. 01-15488 EEE 
) chaptall 
1 
1 
1 
1 
1 
) 
) chapter 11 
1 

Banlauptcy Cue ND. 01-15489 EEB 

) (Jointly AdmiPhtcred Under 
) BanLrupky CUC 30-01-1S488 EEB) 

NOTiCE OF HEARlNG ON ADEQUACr‘ OF FIRST RNlSED 
DISCLOSURE STATEMENT 

TO THE OEBTOR(SJ. ITS CREDITORS, EQUlM HOLDERS. AND OTHER PARnSiN-lNTERW 

NOTICE IS HEREBY GIVEN mat a fint Rwiwd Dlsclorun Strtrmrnt was tilad by &a D e b ”  on 
Oaober 26.2001. Punurn; to Order d the Coua 8 h8sring will be held on me sdquacy of iuch Flm RIV iHd 
Dlsclosur~ S-M on Monday, Oecombsr 17,2001, at 2:M) P.m. in C o u m m  F, U S  Bsnkrugtcy Courr. 
U.S. C u i t m  Hcun, 721 1 Bth S t m t  DWU, color ad^ 80202-2508. 

Pumm 10 h i  Binkruutcy Rulr 717, any obJ&ona to the Flm Rcvloed Dl9dosurcS”f ohall 
br midm in miline and thr orlplnai of the objoaion mall ba R I d  with the burr rnd a copy omd on tho 
atromeyr for thr pmponantr of ba First Amrndd Jomt Ran. and counrd )or the Cwitum‘ Commitma nut lrm 
man Un 1101 dlvr prlor to drr hesflng on the idsqusoy ot the Fltst Rovvloed Oladwurc Srsrrmrnt O~J&ON 
chill dearly fipacify tha grounds uwn which they are bred. lndudlng tho Madon d supporting legal aumwity, 
if any, and rdarincsr to tho psrtiwlst panions of the Ntftmbnf to wtich Objnr[onr an made. CenorPl 
obpaons will not be mnridcrpd by !he Court 

The hearing may be contmued from time TO time by Order made tn Open C o w  without furrher wrrtten 
notice to crediiors. 

DATED. November i, 2001. 

PLAN PROPONENTS: 

Convergent Communrcatlons Services, Inc. 

Louisvrtle. CO 80027 
(303) 661-9292 

1801 California St. 
Denver, CO 80202 
(303) 298-5700 

-and- 
Gibson, Dunn B Crutcher. LLP 
James P. Ricciardi, P.C 
200 Park Avenue 
New York. NY 1 0 166 
(212) 351-4000 

Copies of Objections should also be served on. 

United States Trustee 
72 1 19‘” Street. P408 
Denver, CO 80202 

Convergent Creditors‘ Comminee 
do Block Markus Williams LLC 
James T Markus. Esq. 
17CO Lncoln St.. #355@ 
Denver, CO 80203 
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LY THE UNITED STATES BA!?KRUPTCY COLXT 
FOR THE DISTRICT OF COLORmO 

In re: 

CONVERGENT COh4M"ICA4TIONS, ) Chapter 1 I 
INC. 

1 

1 
1 
1 
1 
1 

Case No. 01 15488 EEB E N :  84-1337265 

Debtor. 
In re: 

1 

SERVICES, NC. 1 
1 

CONVERGENT COMM-LrNICA4TIONS ) Chapter 11 

EN:  84-1387594 ) CaseNo. 01 15489 EEB 

Debtor. 1 (Jointly Administered under Case No. 01 
15488 (EEB)) 

FIRST .AMELWED JOLW PLAN OF LIQUIDATION OF THE DEBTORS 
UNDER C W T E R  11 OF THE BAVKRUPTCY CODE 

Dated: October 26,2001 



IN THE LPilTED STATES BGIKRUPTCY COURT 
FOR THE DISTRICT OF COLORADO 

1 In re: 
) 

1 
CONVERGENT COMMUNICATIONS, ) Chapter 11 
INC. 

EN: 84-1337265 ) 
1 .  

Case No. 01 15488 EEB 

1 
1 

Deb tor. 
h re: 

1 

1 
CONVERGENT C O m C A 4 T I O N S  ) Chapter 11 
SERVICES, NC. 

EIN: 841387594 

Deb tor. 

) CaseNo. 01 15489ABC 

) (Jointly Administered under Case No. 01 
15488 (EEB)) 

FIRST AMEXDED JOINT PLAN OF LIQUIDATION OF THE DEBTORS 
Ul\'DER CHAPTER 11 OF THE BANKRUPTCY CODE 

Convergent Communications, Inc., and Convergent Communications Services, Inc., by and 
through their attorneys, hereby propose the foIIowing joint plan of liquidation pursuant to section 
1123@)(4) of titIe 1 I of the United States Code. In support of the Plan, Debtors respectfi~lly state 
as follows: 

I. 

DEFINITIONS AND CONSTRUCTION OF TERMS 

1.1. De~izitions. As used herein, the following terms have the respective 
meanings specified below, unless the context otherwise requires: 

1.1.1, Administrative Expense Claim means any claim under sections 
503@) and 507(a)( I )  of the Bankruptcy Code, includmg, without limitation, (a) any actual 
and necessary expenses of preserving the Debtors' estates; @) any actual and necessary 
expenses of operating the Debtors' business during the pendency of the Chapter 11 Cases; 
(c) all compensation or reimbursement of expenses allowed by the Bankruptcy Court under 
section 503 of the Bankruptcy Code; and (d) any fees or charges assessed against the 
Debtors' estates under section 1930 of chapter 123 of title 28 of the United States Code. 

1.1.2. Alhwed m e m ,  with respect to any Claim or Administrative Expense 
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I .' 
Claim, any such Claim or Administrative Expense Claim (a) proof of which was timely and 
properly filed and as to which no objection to the allowance thereof has been timely made; 
(b) if no proof of claim was filed, which has been or hereafter is listed by the relevant 
Debtor on its Schedules as liquidated in amount and not disputed or contingent, and as to 
whch no objection to the allowance thereof has been timely made; (c) to the extent allowed 
pursuant to the Plan, a Final Order, or settlement or compromise pursuant to the terms I 

provided hereh, or (d) as to an A4dministrative Expense Claim, an A d " t i v e  Expense 
Claim that was incurred in the ordinary c o m e  of the Chapter 1 1 Cases or an 
Adrmnistrative Claim that has been allowed by a Final Order. Unless otheMrise specified 
herein or by order of the Bankruptcy Court, "Allowed Claim" and "Allowed Adrmnistrative 
Expense Claim" shall not, for purposes of computation of distributions under the Plan, 
include interest on such Claim or Administrative Expense Claim from and after the 
Commencement Date. 

I. 1.3. Assets means all of the right, title, and interest of the Debtors or in 
and to any and aII assets and property wherever located and by whomever held, whether 
tangible, intanejble, real, or personal, that constitute property of the Debtors' estates within 
the purview of section 541 of the Bankruptcy Code, including, without limitation, 
Avoidance Actions and any and all claims, Causes of Action, or rights of the Debtors under 
federal or state law. 

1. I .4. Avoidance ,4ctions means all adversary proceedings or other actions 
by or on behalf of any Debtor under sections 542,543, 544,535, 547,548, 549,550, 55 1, , 

553 of the Bankruptcy Code, including, without limitation, the Debtors' rights of setoff, 
recoupment, contribution, reimbursement, subrogation or indemnity (as those terms are 
defined by the nonbankruptcy law of any relevant jurisdiction) and any other indirect claim 
of any kind whatsoever, whenever and wherever arising or asserted. 

1.1.5. Bankruptcy Code means title I 1 of the United States Code, as 
amended from time to time, as applicable to the Chapter 11 Cases. 

1.1.6. Banhp tcy  Court means the United States B a n h p t c y  Court for the 
District of Colorado, or any other court, having jurisdiction over the Chapter 11 Cases and, 
to the extent of any reference made under section 157 of title 28 of the United States Code, 
the unit of such District Court under section 151 of title 28 of the United States Code. 

1.1.7. B a n h p t q  Rules means the Federal Rules of Bankruptcy Procedure, 
as amended %om time to time, as applicable to the Chapter 11 Cases, including the local 
rules and general orders of the Bankruptcy Court. 

1.1.8. Bar Daze means the applicabIe deadline by which a proof of claim or 
motion for allowance of a Claim must have been or must be filed, as established by h s  
PIan or an order of the Banknptcy Court. 

1 .I .9. Beneficiaries means hoIders of -4Ilowed Unsecured Claims in CCI 



1' , 

.- r' 

Class 3 or CCSI Class 

1 .I .lo. 

1.2.1 1. 

3.1.12. 

. .' 
3. 

Bonds means the senior notes issued pursuant to the Indenture. 

Bondholders means the holders of the Bonds. 

Bondholder CIaim means the Unsecured Claim of (a) any 
Bondholder that is based upon or arises from the Indenture, including, without limitation, 
principal, accrued and unaccrued interest and other charges and (b) the Indenture Trustee 
under the Indenture. 

1.1.13. Bondholder Distribufion Record Date means the date and time on 
which the Bondholders entitled to receive distributions under the Plan are determined, 
which shall be the day on which the hearing to consider confirmation of the Plan is 
commenced, at 5:OO P.M. Mountain Time. 

1.1.14. Business Day means any day other than a Saturday, Sunday or any 
other day on which commercia1 banks in CoIorado are required or authorized to close. 

1.1.15. Bylaws means the respective Bylaws of each of the Debtors in 
effect as of the Confirmation Date. 

1.1.16. Cash EquivaZents means equivalents of cash in the form of readily 
marketable securities or instnunents constituting (i) readily marketable direct obligations 
of, or obligations saranteed by, the United States of America having matunties of not 
more than one hundred eighty (1 SO) days, or shares of mutual funds invested primarily in 
such government obligations, (ii) commercial paper of domestic corporations carrying a 
Moody's Rating of "A" or better, or equivalent rating of any other nationally recognized 
rating service, or (iii) interest-bearing certificates of deposit or other similar obligations of 
domestic banks or other financial institutions having a shareholders' equity or equivalent 
capital of not less than Two Hundred Million Dollars ($200,000,000), having maturities of 
not more than one hundred eighty (1 80) days, at the then best generally available rates of 
interest for like amounts and like periods. 

1.1.17. Causes uf-4ction means any and all actions, claims, rights, defenses, 
third-party claims, cross-claims, counterclaims, suits, causes of action, choses in action, 
controversies, agreements, promises, ri&ts to legal remedies, r i gh ts  to equitable remedies, 
rights to payment and claims, whether known, unknown, reduced to judgmenty not reduced 
to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, 
undisputed, secured or unsecured, and whether asserted or assertable directly or indirectly 
or derivatively, at law, in equity or othenvise, accruing to or for the benefit of the Debtors 
or the Debtors in Possession or their estates, including, but not limited to, the Avoidance 
Actions. 

I - I .  1 8. CCI means Convergent Communications, h c .  
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1. I .  19. CCI.4hwed CZaims means any and all Claims against CCI whch 
have become Allowed. 

1.120. CCI Causes ofA4ction means any and all Avoidance Actions or 
Causes of Action which CCI has or may have as of the Effective Date, including without 
limitation Insider Causes of Action. 

1.1 21.  CCI Cash on Hand means CCrs cash on hand, including Cash 
Equivalents, on the Effecrive Date. 

1.1.22. CCILiqxidution Expenses means a11 costs and expenses associated 
or incurred in connection wi:h the administration of the CCI Liquidating Trust, inchding 
without limitation, the cornpensarion payable to the CCI Liquidating Trustee and those 
professionals retained by The CCI Liquidating Trustee and all costs and expenses of 
(a) taking possession of, holding, maintaining, liquidating or distributing CCI -4ssets that 
shall be transferred ta, and vested in, the CCI Liquidating Trustee, and (b) prosecuting, 
defending, settling or otherwise resolving any disputes regarding the CCI Assets or CCI 
Claims objections that shall be pending after the Effective Date, and (c) estimated post- 
confirmation quartsrly fces owing by the CCI Liquidating Trust to the United States 
Trustee Proz- pursuant to 28 U.S.C. 4 1930 (as amended under Public Law 10499 
signed into law on Januap 27, 1999). 

I. 1.23. CCI Liquidating T"st means the liquidating trust formed under 
Colorado law, which shall be formed on the Effective Date in accordance with the 
provisions of Article VI of the Plan and pursuant to the CCI Trust Agreement. 

1.124. CCILiguidating Trustee means the person or finn selected by the 
Committee and approved by the Debtors to be the trustee ofthe CCI Liquidating Trust for 
a11 purposes set forth in the Plan. 

I .  1.25. CCI T m t  Agreement means the CCI Liquidating Trust agreement 
executed by CCI and the CCI Liquidating Trustee that governs the CCI Liquidating Trust, 
substantially in the form of Exhbit B to the Plan Supplement. 

1.126. CCSImeans Convergent Communications Services, h c .  

1.1.27. CCSIAZZowed CZaims means any and all Claims against CCST 
which have become Allowed. 

1.128. CCSX Causes of Action means my and all Avoidance Actions or 
Causes of .4ction whch CCSI has or may have as of the Effcctive Date, which are not CCI 
Causes of -4ction or Insider Causes of  Action. 

1.1.29. CCSI Cash on Hand means CCSI's cash on hand, including Cash 
Equinlents, on the Effectke Date. 
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I .  1. .30. CCSLLiquidation Expenses means all costs and expenses associated 
or incurred in connection with the administration of the CCSI Liquidating Trust, including 
without limitation, the compensation payable to the CCSI Liquidating Trustee and those 
professionals retained by the  CCSI Liquidating Trustee and all costs and expenses of (a) 
takrng possession of, holdmg, maintaining, liquidating or distributing CCSI Assets that 
shall be transferred to, and vested in, the CCSI Liquidating Trustee, and (b) prosecuting, 
defending, settling or otherwise resolving any disputes regarding the CCSI Assets and any ' 

CCSI Claims objections that shall be pending after the Effective Date and (c) esh-ated 
post-confirmation quarterly fees owing by the CCSI Liquidating Trust to the United States 
Trustee Program pursuant to 28 U.S.C. 5 1930 (as amended under Public Law 104-99 
signed into law on January 27, 1999). 

1.1.3 1. CCSI Liquidating Trust means the liquidating trust formed 
Colorado law, which shall be formed on the Effective Date in accordance with the 
provisions of Article vi of the Plan and pursuant to the CCSI Trust Agreement. 

under 

1.1.32. CCSILiquidating Trustee means the person or firm selected by 
CCSI and approved by the Committee to be the trustee of the CCSI Liquidating Trust for 
all purposes set forth in the Plan. 

1 .1.33. CCSI T m t  Agreement means the CCSI Liquidating Trust 
agreement executed by CCSI and the CCSI Liquidating Trustee that governs the CCSI 
Liquidating Trust, substantially in the form of Exhibit B to the Plan Supplement. 

1.1.34. Certificates of Incorporation means the respective Certificates of 
Incorporation of each of the Debtors in effect as of the Confirmation Date. 

1.1 3. Chapter I I Cases means the cases under chapter 1 1 of the 
Bankruptcy Code commenced by the Debtors, as Jointly Administered Chapter 11 Case 
Nos. 01-15488 EEB and 01-15489 EEB, and-currentlypending in the Bankruptcy Court. 

1. t .36. CIaim means claim as defined in section 101 (5 )  of the B h p t c y  
Code and including, without limitation, any rights under sections 502(g), 502(h), and 502(i) 
of the Bankruptcy Code, whether or not asserted, and whether the facts of or - theretor are known or unknown. 

1 .  Z .37. Commencement Date means April 19,200 1, the date 
Debtors commenced the Chapter 11 Cases. 

legal bases 

on which the 

1 .  I .3 S. Committee means the committee of unsecured creditors appointed 
by the United States Trustee in the Chapter 1 I Cases under section 1 102 of the Banhp tcy  
Code. 

1.1.39. Conzmation Date means the date on which the Clerk of the 
Bankruptcy Court enters the Confirmation Order. 
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1.1.40. Confirmation Order means the order of the Bankruptcy Court 
conGrming the Plan pursuant to section 1129 of the Bankruptcy Code. - 

I. I .4 1. Creditor means m y  Entity that holds a Claim against the Debtors. 

1.1.42. Debtors means, collecthely, Convergent Communications, h c .  and 
Convergent Communications Services, Inc., as debtors in possession in the Chapter 11 
Cases. 

1.1.43, DiscZosure Siatement means the disclosure statement relating to the 
Plan, as approved by the Bankruptcy Court under section 1 125 of the Bankruptcy Code. 

I. I .44. Disputed Claim means a Claim or Administrative Expense Claim 
that is not an Allowed Claim or an Allowed Administrative Expense Claim or that has not 
been disallowed by Final Order. 

1.1.45. Dispursd Claim Amount means the Estimated Amount of a 
Disputed Claim or, if no Estimated Amount exists, the entire amount of the Disputed 
Claim. 

I. 1.46. Distribution means the payment or distribution under the Pian of 
property or interests in propeq  to the holders of Allowed Claims or Allowed 
Administrative Expense Claims. 

1.1.47. Efective Date means the first Business Day on which all of the 
conditions to the effective date shall have been satisfied or waived in accordance with 
section 7.8. 

I .  I .48. Erective Date CCSI Settlement Payment means the cash payment 
from CCSI to CCI as defined in section 10.1.1 of the Plan. 

1.1.49. Encumbrance means, with respect to any Asset, any mortgage, lien, 
pledge, charge, security, interest, assignment, or encumbrance of any kind or nature in 
respect of such Asset, including, without express or implied limitation, any conditional sale 
or other title retention ageement, any security agreement, and the filing of, or agreement to 
gve, any financing statement under the Uniform Commercial Code or comparabIe Iaw of 
any jurisdiction. 

1.1 -50. Enrity means an individual, corporation, partnership, association, 
joint stock company, joint venture, estate, trust, unincorporated organization, or 
govemment or any political subdivision thereof, or other person or entity. 

1.1.5 1. Equip Interest means tile equity securities of either Debtor 
authorized, issued and outstanding prior to the Effective Date, and any option, warrant, or 
other agreement requiring the issuance of any such Equity Interest other than a Preferred 
Equity Interest. 
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1.1.52. Estimated Amount means the estimated dollar value of a Disputed 
Claim pursuant to section 502(c) of the Bankruptcy Code. 

I. 1.53. Final Order means an order of the  Bankruptcy Court as to which 
the time to appeal, petition for cerriorari, or move for reargument or rehearing has expired 
and as to which no appeal, petition for certiorari, or other proceedings for reargument or . 
rehearing shall then be pending or as to which any right to appeal, petition for certiorari, 
reargue, or rehear shall have been waived in writing in form and substance satisfactory to 
the Debtors or, in the event that an appeal, writ of certioran', or reargument or rehearing 
thereof has been sought, such order of the Bankruptcy Court shaIl have been determined by 
the highest court to which such order was appealed, or certiorari, rear-ment or rehearing 
shall have been denied and the time to take any M e r  appeal, petition for ce~ioran' or 
move for rear-pnent or rehearing shall have expired. 

. 

1.1.54. Guaranty Claims means any Claim against CCI as a result of CCrs 
guarantee of, or co-liability for, CCSrs indebtedness as to which CCSI is the principal 
obligor and which Claim is not a Secured Claim. 

I. f -55 .  Indenture means that certain indenture, dated as of April 2,1998, 
between Convergent Communications, Inc. and Nonvest Bank Colorado, N.A., as Trustee. 

1.1.56. Indenture Trustee means HSBC Bank USA, or any successor 
thereto, as indenture trustee pursuant to the Indenture or any other replacement trustee 
serving as indenture trustee under the Indenture as of the Effective Date. 

1.1.57. h i d e r  Causes of Action means any and all Avoidance Actions or 
Causes of Action which either CCI or CCSI has or may have against any person or entity 
who is or was an insider (3s that term is defined in the Bankruptcy Code) without regard to 
whether the pa-ments were made by CCI or CCSI, including all Causes of Action relating 
to the Debtors arising from or relating to actions or omissions of any person or entity who 
is or was an "insider" as that term is defined in the Bankruptcy Code. 

1.1.58. Interest means the rights of the holders of the shares of equity 
securities of any Debtor authorized, issued, and outstanding, as of the Effective Date. 

1.1.59. Internal Revenue Code means the Internal Revenue Code of 1986, 
as amended. 

1.1.60. IRS means the United States lntemal Revenue Service. 

1.1.6 1. Liquidating Tncst means either the CCI Liquidating Trust or tbe 
CCSI Liquidating Trust, as applicable. 

2.1.62. Liquidaring Tmts means the CCI Liquidating Trust and the CCST 
Liquidating Trust, collectively. 
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1.1.6;. Liquidating Trustee means either the CCI Liquidating Trudee or the 
CCSI Liquidating Trustee, as applicable. 

1. I .64. Liquidating Trustees means the CCI Liquidating Trustee and the 
CCSI Liquidating Trustee, collectively. 

1.1.65. Other Priority Claim means any Claim to the extent such claim is 
entitled to priority in right of payment under section 507(a) of the Bankruptcy Code, other 
than an Administrative Expense Claim or Priority Tax Claim. 

' 

1.1.66. Plan means this chapter I1 liquidating plan, either in its present 
form or as it may be altered, amended, or modified from time to time. 

1.1.67. Plan Commitfees means the two committees formed to supervise 
and direct the Liquidating Trustees as defined in section 7.7 of the Plan. 

1.1.68. PZan SuppZement means the volume containing certain 
implementation documents as provided for in section 1 1.1 of the Plan. 

1.1.69. Post Effective Date CCSI Settlement Payments means the cash 
payments from CCSI to CCI as defined in section 10.12 of the Plan. 

1. I .70. Preferred Equity Interest means the preferred equity securities of 
CCI authorized, issued and outstanding prior to the Effective Date, and any option, warrant, 
or other agreement requiring the issuance o f  any such Equity Interest. 

1.1.7 1. Prior$ Tax Claim means a Claim of a governmental unit of the 
kind specified in sections 502(i) and 507(a)(8) of the Bankruptcy Code against either 
Debtor. 

1.1.72. Pro Rata means proportionate, so that the ratio of the consideration 
distributed on account of an Allowed Claim in a class to the amount of such Allowed 
Claim is the same as the ratio of the amount of the consideration distributed on account of 
all ,411owed Claims in such class to the amount of all Allowed Claims in such Class. 

1.1.73. Remaining CCSI Cash means the CCSI cash remaining after the 
Effective Date CCSI Settlement Payment as defined in section 6.1 of the Plan. 

1.1.74. Schedules means the schedules of assets and liabilities and the 
statement of financial f l i i r s  filed by the Debtors as required by section 2- '31 ofthe 
Bankruptcy Code and Barkuptcy Rule 1007, and all amendments made fkom time to time 
in accordance with Bankruptcy Rule 1009. 

1 . 1 3 .  Secured CZcim means a Claim that is (a) secured by an 
Encumbrance on an Asset which Encumbrance is valid, perfected and enforceable under 
appiicable law or by reason of a Find Order and whch Encumbrance is not subject to 
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avoidance but only to the extent of the value of any Debtors' interest in the -4sset securing 
such C1ai.m pursuant to Bankruptcy Code 5 506(a); (b) that is subject to set-off under 
Bankruptcy Code 5 553 but only to the extent of the amount subject to set-oe or (c) 
Allowed under the Plan as a secured Claim. 

1.1.76. Unsecured Claim means any Claim that is not a Secured Claim, 
Administrative Expense Claim, Priority Tax Claim, or Other Priority Claim, including any . 
deficiency claims. 

1. I .77. Voting Procedures Order means an order of the Bankruptcy Court 
approving procedures relating to the solicitation and tabulation of votes with respect to the 
Plan. 

I .  1.78. Voting Record Date means the date and t h e  on which the hexing 
to consider the Disclosure Statement is commenced at 5:OO P.M. Mountain Time. 

1.2. Other Terms. A term used herein that is not defined herein shall have the 
meaning ascribed to that term, if any, in the Bankruptcy Code. 

1.3. Corzsiruction of Certaiii Terms. 

1.3.1. The words "herein," "hereof," "hereto," "hereunder," and others of 
similar import refer to the Plan as a whole and not to any particular section, subsection, or 
clause contained in the Plan. 

1.3.2. Wherever &om the context it appears appropriate, each term stated in 
either the singular or the plural shall include the singular and the plural and pronouns stated 
in the masculine, feminine or neuter gender shalI include the masculine, the feminine and 
the neuter. 

II. 

ADMINISTRATIVE EXPENSE CLAIMS AND PRTORIIY TAX CLAIMS 

* The Administrative Expense CJaims and the Priority Tax Claims are not designated 
as a class pursuant to Bankruptcy Code tj 1123(a)( 1). Accordingly, the holders of the 
Administrative Expense Claims and Priority Tax Claims are not entitled to vote on the Plan. 

2.1. Admirristrative Expense Claims. 

2.1.1. Puyment of Administrative Expense Claims. Each holder of an 
Allowed Administrative Expense Claim against either Debtor shall be paid by the CCSI 
Liquidating Tmtee  the Allowed Amount of its Administrative Expense Claim in hll, on 
the later of (i) the Effective Date, (ii) ten (10) days after which an Administrative Expense 
Claim becomes an Allowed .4dministrative Expense Claim; or (iii) any date mutually 
agreeable to the holder of the Ad."sDative Expense Claim and the CCSI Liquidating 
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Trustee. The CCT Liquidating Trustee shall reimburse the CCSI Liquidating Trust for any 
Administrative Expense Claims actually paid after the Effective Date by the CCSI 
Liquidating Trustee that are directly attributable to the payments to professionals retained 
solely by CCI, Ae CCI Liquidating Trust, or the CCI Liquidating Trustee. In addition, the 
CCI Liquidating Trstee shall reimburse the CCSI Liquidating Trust for 80% of any 
Administrative Expense Claims acrually paid after the Effective Date by the CCSI 
Liquidating Trustee that are directly attributable to payments to all of the Committee's 
professionals. 

2.12. Time for Filing Administrative Expense Claims. Any request for 
payment of an Administrative Expense Claim, other than a liability incurred in the ordinary 
course of Debtors' buiness and other than the quarterly fees owing to the United States 
Trustee Pro&pm arising on or before the Effective Date, must be filed with the Bankruptcy 
Court no later than sixty (60) days afier the Effective Date. Prior to the Effective Date, any 
request for the allowance of an 44dministrative Expense Claim shall be filed &d served in 
accordance with the Bankruptcy Code and Bankruptcy Rules. After the Effective Date, 
such request shall be served on the Liquidating Trustees, their counsel, the Plan 
Committees and all parties requesting notice after the Confirmation Date. 

2.1.3. Request fur Adminisiralive Expense Claim. The request for the 
allowance of an Adminisnaive Expense Claim shall state, at a m i n i " ,  (a) the name of 
the pany asserting the Adrmnistrative Expense Claim, (b) the amount of the Adminismtive 
Expense Claim, and (c) a detailed explanation of the basis of the Administrative Expense 
Claim, with all pertinent documents attached, provided however, that a request for payment 
made by a person seekng an award of compensation for services rendered or 
reimbursement of expenses incurred under sections 503@)(3), 503(b)(3), 503(b)(4), 
503(b)(S), or 506(b) of the Bankruptcy Code shall be in the form of an application and shall 
comply with the applicable provisions of tlie Bankruptcy Code and Bankruptcy Rules 
governing applications for compensation and reimbursement. 

, 

2.1.4. Failure io TimeIy File Request. The failure to file and serve, timely 
and properly, the notice, request for pa,ment, or application for compensation and 
reimbursement of an Adrmnistrative Expense Claim shall constitute a waiver of such 
Administrative Expense Claim and such Administrative Expense Claim shall be forever 
barred. 

2.2. Ubjectiuns to Asserted Administrative Expense Claims. After the Effective 
Date, objections to any .4dxnimstrative Expense CIaims as to which a request is timely and 
properly senled shall be filed and senred within the later of sixty days afier the Effective Date or 
twentythree (23) days afier the filing and senice of notice of such Administrative Expense CIaim. 
Ifan objection is filed within such time period, the A4dministrative Expense Claim shall become an 
Allowed A4dm~strat ive Expense C!aim only to the extent allowed by a Final Order of the 
Bankruptcy court. 

2.3. PrioriF T u  Claims. Each holder of an Allowed Priority Tax Claim 
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against either Debtor shall be paid, by the CCSI Liquidating Trustee from the CCSI Liquidating 
Trust, the Allowed !mount of its Priority Tax Claim in full on the later of (i) the Effective Date, 
(ii) ten (1 0) days after which a Priority Tax Claims becomes an Allowed Priority Tax Claim (iii) 
any date mutually agreeable to the holder of the Priority Tax Claim and the CCSI Liquidating 
Trustee. 

CLASSIFICATION OF CL.4IMS AND EQUITY INTERESTS 

3.1 Claims, other than A4dministrative Expense Claims and Priority Tax 
Claims, are classified for all purposes, including voting, confirmation, and distribution pursuant to 
the Plan, as follows: 

I CLASS 

CCI Class 1 : Other Priority Claims 

CCI Class 2: Secured Claims 

CCI Class 3: Unsecured Claims s 
CCI Class 3: Preferred Equity 
Interests 

CCI Class 5 :  Equity Interests 

DESCRIPTION 

Class I consists of all Other Priority 
Claims against CCI 

Class 2 consists of all Secured Claims 
secured by CCI Assets 

Class 3 consists of all Unsecured 
Claims held against CCI, including 
without limitation a11 Bondholder 
Claims, Guaranty Claims and timely 
filed deficiency claims 

Class 4 consists of all Preferred 
Equity Interests in CCI. 

Class 5 consists of all Equity Interests 
in ccr. 

- 

IMPAIRMENT 

Unimpaired-not 
entitled to vote 

Unimpaired-not * 

entitled to vote 

Imp aired-entitled to 
vote 

Impaired-deemed to 
reject the Plan 

hpaired-deemed to 
reject the Plan 

I CL-4SS ! DESCEUPTION I 
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CCSI Class I : Other Prioriry Claims 

CCSI Class 2: Secured Claims 

Class 1 consists of all Other Priority Unimpaired-not 
Claims asahst CCSI entitled to vote 

Class 2 consists of all Secured Claims Unimpaired-not 
secured by CCSI assets entitled to vote 

CCSI Class 3: Unsecured Claims 

CCSI Class 4: Equity Interests 

Class 3 consists of all Unsecured 
Claims held against CCSI, including 
timely filed deficiency claims 

Class 4 consists of all Equity Interests 
in CCSI. reject the Plan 

ImpairedAntitled to 
vote 

Impaired-deemed to 

w. 
TREATMEN' OF CLAIMS AND INTERESTS 

4.1. CCI Cluims 

4.1 - 1. CCI Class 1 - Other Priority Claims. 

4.1.T.a. Impairment and Voting. CCI Class 1 is not impaired by the 
Plan. CCI Class 1 shall include Allowed Other Priority Claims against CCI. 
Holders of Allowed Other Priority Claims in CCI Class 1 are concfusively 
presumed to have accepted the Plan and are not entitled to vote to accept or reject 
the Plan. 

4.1.1 .b. CCI Class I Distributions. Each holder of an Allowed 
Other Priority Claim in CCI Class 1 shall be paid by the CCSI Liquidating Trustee 
from the CCSI Liquidating Trust, the Allowed amount of its Other Priority Claim in 
full, on the later of (i) the Effective Date, (ii] the tenth (1 0) day after which such 
Other Priority Claim becomes an Allowed Other Priority Claim, or (E) any date 
mutually agreeable to the holder of the Other Priority Claim and the CCSI 
Liquidating Trustee. 

-. 
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4.1.2. CCI Class 2 - Secured Claims 

4.1.2.a. Impairment and Voting. CCI Class 2 is not impaired by the 
Plan. CCI Class 2 shall include Allowed Secured Claims against CCI. Holders of a 
Secured Claim in CCI Class 2 are conclusively presumed to have accepted the Plan 
and are not entitled to vote to accept or reject the Plan. 

4.1 2.b. CC. Class 2 Distributions. On the Effective Date, each 
holder of an Allowed Secured Claim h CCI Class 2 shall retain its legal, equitabIe 
and contractual rights with respect to its lien on any CCI Asset securing such Claim 
subject to any Avoidance Actions and shall be granted relief from the automatic . 
stay to recover any collateral securing its respective Allowed Secured Claim. The 
holder of an Allowed Secured Claim in CCI Class 2 shall receive nothing M e r  
under the Plan. 

4.1.3. CCI Class 3 - Unsecured Claims. 

4.1.3.a. AZZowance uf Claims. Notwithstanding anything herein to 
the contrary, the Bondholder Claims shall be deemed to be Allowed Claims in 
CCI Class 3 in the aggregate amount of the outstanding principal and interest due 
under the Indenture on the Commencement Date, and such Allowed Bondholder 
Claims shall not be subject to disallowance, avoidance, subordination, setoff or 
reduction for any reason. 

.4.1.3.b. Impaim” and Voting. CCI Class 3 is impaired by the 
Plan. CCI Class 3 shall include Allowed Unsecured Claims against CCI. Each 
holder of an Allowed Unsecured Claim in CCI Class 3 as of the Voting Record 
Date is entitled to vote to accept or reject the PIan. 

4.1.3.c. CCI CZm 3 Distribuiions. The CCI Liquidating Trustee 
shall distribute cash from the CCI Liquidating Trust to each hoIder of an Allowed 
C k n  in CCI Class 3 in accordance with each holder’s Pro Rata share of all 
distributions the CCI Liquidating Trustee pays to holders of Unsecured Claims in 
CCI Class 3. The CCI Liquidating Trustee shall make distributions at such times 
and in such amounts as the CCI Liquidating Trustee shall determine with the initial 
distribution being made as soon as practicable after the Effective Date and in 
accordance with the CCI Trust -4greement. 

- 

4.1.3.d. CCI CZuss 3 Guaranty Claims. The Guaranty Claims 
which constitute a portion of the Class 3 Unsecured Claims shall be reduced by any 
and all s u m s  paid on account of such Claims against CCSI. All Avoidance Actions 
and Causes of .4ctions relating to Guaranty Claims are expressly transferred and 
assigned to the CCI Liquidating Trust and CCI Liquidating Trustee and shall be 
presewed for the benefit of the CCI Creditors. 

4. T .3 .e. 

13 



4.1.4. CCI Class 4 -Preferred Equig Interests. CCI Class 4'is impaired 
by the Plan. CCI Class 4 shall include Preferred Equity Interests against CCI. The holders 
of Preferred Equity htzrests in CCI Class 4 shall not receive any distributions on accomt 
of such Preferred Equity Interests. On the Effective Date, all Preferred Equity Interests 
shall be extinguished. Each holder of a Preferred Equity Interest in CCI Class 4 is 
conclusively presumed to have rejected the Plan as a holder of a Preferred Equity Interest in 
CCI CIass 4 and is not entitled to vote to accept or reject the Plan. 

4.1.5. CCI Class 5 - Equity Interests. CCI Class 5 is impaired by the 
Plan. CCI Class 5 shdI include Equity Interests against CCI. The holders of Equity 
Interests in CCI Class 5 shall not receive any distributions on account of such Equity . 

Interests. On the Effective Date, all Equity Interests shalI be extinguished. Each holder of 
an Equity Interest in CCI Class 5 is conclusively presumed to have rejected the Plan as a 
holder of an Equity Interest in CCI Class 5 and is not entitled to vote to accept or reject the 
DlQll & 

A A C U A .  

4.2. CCSI Claims 

4.2.1. CCSI CIass I - Other Friurity Claims. 

4.2.1 .a. Impairment and Voiing. Impairment and Voting. CCSI 
Class 1 is not impaired by the Plan. CCSI Class 1 shall include Allowed Other 
Priority Claims against CCSI. Holders of an AlIowed Claim in CCSI Class 1 are 
not entitled to vote to accept or reject the Plan. 

4.2.1 .b. CCSI CZas I Distributions. Each holder of an Other 
Priority Claim in CCSI Class 1 shall be paid, by the CCSI Liquidating Trustee from 
the CCSI Liquidating Trust, the Allowed amount of its Other Priority Claim in full, 
on the later of (i) the EEective Date, (ii) the tenth (1 0) day after which such Other 
Priority Claim becomes an Allowed Other Priority Claim, or (iii) any date mutually 
agreeable to the holder of the Allowed Other Priority Claim and the CCSI 
Liquidating Trustee. 

. 
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4.2.2. CCSI Class 2 - Secured Claims 

4.2.2.a. Impairment and Voting. CCSI Class 2 is not impaired by 

the Plan. CCSI Class 2 shall include Allowed Secured Claims a, wimt CCSL Holders of a Secured Claim in CCSI Class 2 are conclusively presumed to have 
accepted the Plan and are not entitled to vote to accept or reject the Plan. 

4.2.2.b. CCSI CZms 2 Distributions. On the Effective Date, each 
holder of an Allowed Secured Claim in CCSI Class 2 shall retain its legal, equitable 
and contractual rights with respect to its lien on any CCSI Asset securing such 
Claim subject to any Avoidance Actions. To the extent the lien of any holder of an 
Allowed Secured Claim has been by order of the Bankruptcy Court transferred to 
and continued in proceeds whch are CCSI Cash on Hand, each holder of such 
AIIowed Secured Claim in CCSI Class 2 shall be paid, by the CCSI Liquidating 
Tmstee from the CCSI Liquidating Trust, the Allowed Amount of its Secured 
Claim in h l l  on the later of (i) the Effective Date, (ii) the tenth (1 0) day after which 
such Other Priority Claim becomes an AIlowed Other Priority Claim, or (iii) any 
date mutually agreeable to the holder of the Allowed Other Priority Claim and the 
CCSI Liquidating Trustee. With respect to Collateral other than CCSI Cash on 
Hand each holder of an Allowed Secured Claim in CCSI Class 2 shall be granted 
relief from the automatic stay to recover any collateral securing its respective 
Allowed Claim. The holder of an Allowed Secured Claim in CCSI Class 2 shall 
receive nothmg further under the Plan. 

4.2.3. CCSI Class 3 - Uizsecured Claims. 

4.2.3.a. Impairment and Voting. CCSI Class 3 is impaired by the 
Plan. CCSI Class 3 shall indude Allowed Unsecured Claims against CCSI. Each 
holder of an Allowed Unsecured Claim in CCSI Class 3 is entitled to vote to accept 
or reject the Plan. 

4.2.3.b. CCSI Class 3 Distn'butions. The CCSI Liquidating Trustee 
shall distribute cash &om the CCSI Liquidating Trust to each holder of an Allowed 
Claim in CCSI Class 3 in accordance with each holder's Pro Rata share of all 
distributions the CCSI Liquidating Tmtee  pays to holders of Unsecured Claims in 
CCSI Class 3. T h e  CCSI Liquidating Trustee shall make distributions at such times 
and in such amounts as the CCSI Liquidating Trustee shall determine with the 
initial distribution being made as soon as practicable after the Effective Date and in 
accordance with the CCSI Trust A4greement. 

- 

4.2.4. CCSI CIass 4 -Equity Interests. CCSI Class 4 is impaired by the 
Plan. CCSI Class 4 shall include Equity Interests against CCSI. The holders of Equity 
Interests in CCSI Class 4 shall not receive any distributions OR account of such Equity 
Interests. On the Effective Date, all Equity Interests in CCSI Class 3 shall be extinaguished. 
Each holder of an Equity hterest in CCSI Class 3 is conclusively presumed to have 
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rejected the Plan as a holder of a CCSI Class 4 Equity Interest and is not entitled to vote to 
accept or reject the Plan. 

V, 

PROVISIONS REGARDING VOTING, DISTRIBUTIONS AND 
TREATMEST OF DISPUTED, CONTINGENT, AND UNLIQLKDATED - 

ADMIhqSRATD’E E,XPENSE CLAIMS AND CLAIMS 

5.1. Voting of Claims. Each holder of a Claim in an impaired Class of Claims 
shall be entitled to vote separaiely to accept or reject the Plan as provided in the order entered by 
the Bankruptcy Court establishing certain procedures with respect to the solicitation and tabuIation 
of votes to accept or reject the Plan. For purposes of calculating the number of Allowed Claims in 
a Class of CIaims held by holders of Allowed Claims in such Class that have voted to accept or 
reject the Plan under section 1 126(c) of the Bankruptcy Code, all Allowed Claims in such Class 
held by one Entity (as def ied  in the Securities Act of 1933, as amended, and the rules and 
regulations promulgated thereunder) shall be agregated and treated as one Allowed Claim in such 
Class. 

5.2. Controversy Corrrerning Impairme~rt In the event of a controversy as to 
whether my class of CIaims or Equity Interests is impaired under the Plan, the Bankruptcy Court 
shall, after notice and a hearing, determine such controversy prior to the Confirmation Date. 

5.3. Nonconsemual Confirmation. 

5.3.1. Acceptance Requirements. An impaired class of Claims shall have 
accepted the Plan if votes in favor of rhe Plan have been cast by at least two-thirds in 
amount and more than one-half in number of the Allowed Claims in such class that have 
voted on the Plan. 

5.3.2. The Debtors shall seek confinnation of the Plan in accordance with 
the provisions of section 1 E9@) of the Bankruptcy Code with respect to the classes of 
Preferred Equity Interests and Equity Interests under the Plan. 

5.3.3. If any class of Claims entitled to vote to accept or reject the Plan 
votes to reject the PIan or othenvise objects to the Plan, the Debtors reserve the right to 
seek confirmation of the PIan in accordance with the provisions of section I129(b) of the 
Bankruptcy Code with respect to such class. 

5.4. Method of Distributions Under the Plan. 

5.3.1. Distributions of Carh. Any payment of cash made pursuant to the 
Plan shall be made by check drawn made on a domestic bank, or as otherwise required or 
provided in any applicabIe docuiients, and payment shall be deemed made when the check 
is transmitted. 
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5.4.2. Timing of Distributions. 

5.3.2.a. Any pa-ment or distribution required to be made under the 
Plan on a day other than a Business Day shall be due on the next succeeding 
Business Day. 

5.4.2.b. Any distribution required under the Plan to be made on a 
particular day on or after the Effective Date may be made within a reasonable 
period of time after that date. 

5.4.2.c. No party may assert a default in the payment or 
performance of any distribution under the Plan until such party has provided the 
respective Liquidating Trustee written notice of the alleged default and such default 
remains uncured for a period of sixty days. 

5.4.2.d. Distributions shall be made no less frequently than 
annually. 

5.4.3. Unclaimed Distributions. Any money or property that is payable 
under this Plan to a holder of an Allowed Claim will be sent by first class United States 
mail, postage prepaid, to the address of the holder of the Allowed Claim. If any money or 
property is retumed to or by the United States Postal Service undelivered and is not 
claimed by the holder of the Allowed Claim within ninety (90) days from the date the 
distribution was made, such money will revest in the respective Liquidating Trust and 
become available for distribution fiee and clear of any claim by such holder and the 
Liquidating Trustee’s obligation to make that payment of money or property will be 
deemed satisfied in full. KO further distributions shall be made on such Allowed CJaim 
unless and until the respective Liquidating Trustee is notified of a current address. Further, 
if any check mailed to a holder of an Allowed Claim is not cashed, deposited or otherwise 
negotiated within n ine ty  (90) days of its mailing, the check will be void, the funds on 
deposit to cover that check will become cash available for distribution in the respective 
Liquidating Trust &ee and clear of any claim by the holder of such N o w e d  Claim, and the 
Liquidating Trustee’s obligation to make the payment represented by that check will be 
satisfied in hll. No hrther distributions shaIl be made or reserves held on such Allowed 
Claim unless and until the respective Liquidating Trustee is notified of a current address. 

5.4.4. Wiihholding and Reporting Requirements. In connection with the 
Plan and all instruments issued in connection therewith and distributions thereon, the 
Debtors shall comply with all withholding and reporting requirements imposed by any 
federal, state, local, or foreign taxing authority and all distributions hereunder shdl be 
subject to any such withholding and reporting requirements. 

5.4.5. Release of Foreign Claims. . b y  holder of a Claim that (a) is subject 
to the jurisdiction of the B d p t c y  Court, or (b) either (i) appears in the Chapter Z 1 Cases 
in person or by witing or (ii) casts a ballot to accept or reject the Plan shall be deemed to 
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have released any claim, cause of action, demand, or suit it may have against the Debtors 
under the laws of any foreign jurisdiction arising prior to the Confinnation-Date. 

5.4.6. Delivery of Distributions. With the exception of Bondholder 
Claims, all distributions to be made under the Plan shall be made to holders of Claims (a) if 
any such holder has filed a proof of claim, at the address of such holder as set forth in the , 

proof of claim, (b> if any such holder has not filed a proof of claim, at the last known 
address of such holder as set forth in the Debtors' books and records, or (c) at the address 
set forth in wrinen notices of address changes delivered to the respective Liquidating 
Trustee. All disn-ibutions with respect to Bondholder Claims shall be made to the holders 
of such CIaims at the addresses set forth on the transfer ledger maintained by the Indenture 
Trustee as of the Bondholder Distribution Record Date. 

5 4.7. Bondlzolder Distribution Record Date. For purposes of distributions 
under the Plan, the Debtors, the CCI Liquidating Trustee and the Indenture Trustee shall 
have no obligations to recognize any transfer of Bonds occurring after the Bondholder 
Distribution Record Date. The Debtors, the CCI Liquidating Trustee and the Indenture 
Trustee, or any asents employed by them, shall be entitled to recognize and deal with for 
all purposes herein, as Bondholders, only those Bondholders of record stated on the transfer 
ledger maintained by the Indenture Trustee as of the Bondholder Distribution Record Date. 

5.3.8. SeroflRighls. The Liquidating Trustees may, but shall not be 
required to, setoff against or recoup from any Claim and the distributions to be made 
pursuant to the Plan in respect of such Claim (other than the Bondholder Claims), any 
claims of any nature whatsoever that the Liquidating Trusts may have against the holder of 
the Claim, but neither the failure to do so nor the allowance of any Claim hereunder shall 
constitute a waiver or release by the Liquidating Trusts of any such claim it may have 
against the holder. 

5.5. Dispuied Claims. 

5 S. 1. Objections to Claims; Prosecution of Disputed Claims. Prior to 
the Effective Date, objections to Claims may be filed pursuant to Bankruptcy Code 9 502. 
M e r  the Effective Date, objections to Claims in CCI Classes 2 and 3 shall be made only 
by the CCI Liquidating Trustee and objections to Claims and Equity Interests in CCSI 
Classes 2 and 3 shall be made only by the CCSI Liquidating Trustee. After the EEective 
Date, the Liquidating Trustees or the Cormnittee may object to requests for the allowance 
of Adminktrative Expense Claims, Priority Tax Claims and Other Priority Claims against 
either of the Debtors or their respective Liquidating Trusts. After the Effective Date, the 
respective Liquidating Trustee shall be substituted in as the real party in interest to pursue 
any pending Claims objections filed by the Debtors with the Bankruptcy Court prior to the 
Effective Date. All objections that are filed and prosecuted as provided herein shall be 
Iitigated to Final Order or compromised and settled in accordance with the Plan. Unless 
otherwise provided herein or ordered by the Bankruptcy Court, all objections to Claims 
shall be served and filed with the Bankruptcy Court no later than one hundred eighty (180) 
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days after the Effective Date. The period within which to file objections to claims may be 
extended with Court approval. Notwithstanding the foregoing, the Liquidating Trustees 
may object to or otherwise contest any tax claims asserted by any govemmental unit 
against the Debtors or the Liquidating Trusts, as their interests appear. 

5.5.2. Avoidance Actions. M e r  the Effective Date, the Liquidating 
Trustees shall have the exclusive right to commence all Avoidance Actions and Causes of 
Actions belonging to their respective Liquidating Trusts. 

5.5.3. Claims and Causes of Action Settlement Guidelines. 
Notwithstanding any requirements that may be imposed pursuant to Bankruptcy Rule 9019, 
fkom and after the Effective Date all Claims and all other claims that either the Debtor or 
the Liquidating Trustees have asserted asahst other parties including any Avoidance 
Actions or Causes of Action may be compromised and settled by the respective Liquidating 
Trustee according to the following procedures: 

5.5.3 .a The following settlements or compromises do not 
require the review or approval of the Bankruptcy Court, the other Liquidating 
Trustee, either Plan Committee or any other party in interest: 

5 S.3 .a 1. The settlement or compromise by a 
Liquidating Trustee of a Claim pursuant to which such Claim is Allowed in 
an amount of $SO,OOO or less; 

5.5.3 . a 2  The settlement or compromise of a Claim 
by a Liquidating Trustee where the difference between the amount of the 
Claim listed on the Schedules or on the proof of claim and the amount of the 
Claim proposed to be allowed under the settlement is $50,000 or less; and 

5.5.3.a.3. The settlement or compromise of a claim or 
Cause of Action, including any Avoidance Action, asserted by the Debtor or 
the Liquidating Trustees against a party where the difleerence between the 
amount sought to be recovered and the amount to be paid under the 
proposed settlement is $50,000 or less. 

5.5.3.b. The following settlements or compromises shall be 
permitted eleven (1 1) days after the date written notice of such settlement or 
compromise is mailed, by U.S. First Class mail, postage prepaid, by the respective 
Liquidating Trustee to the respective Plan Committee and ail persons specifically 
requesting such notice followin,o the Confirmation Date: 

5.5.3.b.1. Any settlement or compromise not described 
in section 5 A.3 .a hereoc and 

5.5.3.b.2. Any settIement or compromise of a Claim or 
a claim asserted by the Debtor or the Liquidating Trustee that ~ v o l v e s  an 
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"insider," as defined in section 101(3 1) of the Bankruptcy Code, 

5.5.3 .c. Any  objection to the settlement or compromise 
pursuant to t h i s  section shaIl be made by the Entities receiving notice of such 
settlement or compromise within ten (1 0) days from the date such notice was 
mailed by the respective Liquidating Trustee (the "Objection Deadline"). The 
written notice shall clearly set forth the last day to object to such settlement-or 
compromise. If on or before the Objection Deadline, the respective Liquidating 
Trustee has not received a written objection to the proposed settlement, such 
settlement shall be conclusively approved. a written objection to the proposed 
setttlernent is submitted to the Liquidating Trustee before the Objection Deadline, 
the Liquidating Trustee shall confer with the objecting party in an effort to reach a 
consensual resolution of the dispute. Zfno resolution is reached within a reasonable 
period of time, the Liquidating Trustee shall file an application with the BanJsruptcy 
Court to approve the settlement and the settlement shall be subject th approva1 by 
the Bankruptcy Court in accordance with Rule 9019 of the Federal Rules of 
Bankruptcy Procedure. 

5.5.4. Distributiom Relating to Dispuied Claims. 

5.5.3.a. Cash shall be distributed to a holder of a Disputed 
Administrative Expense Claim, Disputed Priority Tax Claim, Disputed Other 
Priority Claim, or Disputed Claim only when, and to the extent that, such Disputed 
Administrative Expense Claim, Disputed Priority Tax Claim, Disputed Other 
Priority Claim, or Disputed Claim becomes an Allowed Admiistrative Expense 
Claim, Allowed Priority Tax Claim, AlIowed Other Priority Claim, or Allowed 
Claim pursuant to a Final Order or by settlement or compromise in accordance with 
the Plan. Each distribution on account of a Disputed Adrmnistrative Expense 
Claim, Disputed Priority Tax Claim, Disputed Other Priority Claim, or Disputed 
Claim shall be made in accordance with the treatment specified for such claim in 
the Plan. 

5.5.4.b. The Debtors shall withhold from the distributions to 
- be made to the holders of Disputed Unsecured Claims in CCI Class 3 and in CCSI 

Class 3 in an amount equal to the distributions to which all holders of Disputed 
CIaims in such Class would be entitled under the Plan if such Disputed Unsecured 
Claims were Allowed Unsecured CIaims in the full asserted amount of the Disputed 
Unsecured Claims according to section 6.8 herein. 

5.5.3.c. Estimation of Disputed Claims. A n y  Disputed Claim 
may be estimated by the Bankruptcy Court at any time, regardless of whether such 
Claim has been Mowed by the Bankruptcy Court or mother court, and regardless 
of whethcr anyjudbment or order with respect to such Claim is on appeal, for 
purposes of m d m g  distributions or holding funds in reserve under the Plan. 
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THE LIQLTIDATITVG ESTITZES 

6.1. Liquidating Trusts. On the Effective Date, CCSI shall pay the Effective 
Date CCSI Sectlement Payment from CCSI Cash on Hand to the CCI Liquidating Trust pursuant to 
Article X of the Plan. All remaining CCSI Cash on Hand (the "Remaining CCSI Cash on Hand") ' 

shall be transferred to the CCSI Liquidating Trust, and all GCI Cash on Hand, including the Post 
Effective Date CCSI Settlement Payments, shaIl be transferred to the CCI Liquidating Trust. On 
the Effective Date, each Debtor shall assign and transfer all its right, title, and interest in and to all 
non-cash Assets and Causes of Action, including any Avoidance Actions, to its respective 
Liquidating Trust. Notwithstanding anything in the Plan to the contrary, Causes of Action against 
CCI oacers and directors shall be assigned to the CCI Liquidating Trust without regard to whether 
any payments made by the Debtors to any of the CCI officers or directors were made by CCI or 
CCSI. Such transfers shall be free and clear of any Claims, Interests, or Encumbrances, except the 
rights of the Beneficiaries of the respective Liquidating Trust hereunder and under the respective 
Trust Agreement and except as expressly provided in the Plan. 

On the Effective Date, the CCI Trust Ageement and the CCSI Tmst Agreement 
shali become effective and form the Liquidating Trusts, desigating the Liquidating Trustees as 
trustees according to section 6.2 herein. The Liquidating Trustees shall thereupon be authorized to 
take all other steps necessary to complete the formation of the Liquidating Trusts. The Trust 
Agreements shall ~011,tai.n provisions customary for trust ageements in the State of Colorado 
utilized in comparable circumstances, including, but not limited to, any and all provisions 
necessary to ensure the continued treatment of the Liquidating Trusts (except for the portion of 
their respective assets reserved for Disputed Claims) as a grantor trust for federal income tax 
purposes. The Liquidating Trusts shall have all duties, powers, standing, and authority necessary 
to implement the Plan and to adrmnister and Iiquidate the -4ssets for the benefit o f  the Beneficiaries 
of the Liquidating Trusts, including but not limited to the following: (i) to investigate, institute, 
compromise, dismiss, or pursue in litigation any and all Causes of ,4ction (except claims or Causes 
of Action released under the Plan) existing at the Effective Date (whether or not pending in 
litigation), including but not limited to Avoidance Actions and Causes of Actions against the 
Debtors' officers and directors; (ii) to retain professionals; and (E) to object to or seek to 
subordinate claims against the Debtors' estates. 

On the Effective Date, each holder of an Mowed Unsecured CIaim in CCT Class 3 
or in CCSI Class 3 shall, by operation of the Plan: (i) become a Beneficiary of the respective 
Liquidating Trust; and (ii) become bound by the respective Trust Agreement. Upon the 
assi&ment and transfer of the Assets to the respective Liquidating Tmts, no other Entity, 
including the Debtors, shall have any legal, beneficial, or other interest in the Liquidating Tmts or 
the -4ssets except as expressly provided in the Plan. 

6.2. Liquidatirtg Trustees. On or before the date of the approval of the 
Disclosure Statement, CCSI, subject to the reasonable consent of the Committee, shaIl designate 
and appoint a representative or representatives for the purpose of implementing and admhstering 
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the CCST Liquidating Tlwt (the "CCSI Liquidating Trustee"), and the Committee, subject to fhe 
reasonable consent of CCI, shall designate and appoint a representative or representatives for the 
purpose of implementins and administering the CCI Liquidating Trust (the "CCI Liquidating 
Trustee"). The Liquidating Tmstees shall be required to disclose any past or present reIationships 
with the Debtors, credims, other prties in interest, or the United States Trustee. 

The Liquidark: Trustees, together with their representatives and professionals, 
shall be entitled to reasonable compensation. The CCI Liquidating Trustee shdl be entitled to 
compensation for his services at a rate reflecting actual time billed by the CCI Liquidating Trustee, 
professional or person on an hourly bask at the standard billing rates in effect at the time of 
service. The CCSI Liquidating Trustee shall be entitled to compensation for his services in an 
amount equal to three percent (3?6) of all amomts distributed f?om the CCSI Liquidating Trust. h 
calculating the compensation to be paid to the CCSI Liquidating Trustee, the Effective Date CCSI 
Sertlement Payment shall not be deemed a distribution from the CCSI Liquidating Trust, but the 
Post Effective Date CCSI Settlement Padments shall be considered such a distribution. All 
reasonable out-of-pocket expenses incurred by the Liquidating Trustees or any other professional 
or person retained by the Liquidating Trustees shall be reimbursable as an expense of the 
respective Liquidating Trust. 

With rezard to the respective Liquidating Trust, each Liquidating Trustee sha11 (i) 
have the same duties, powers, standing, and authority as the Liquidating Trusts as delineated in 
section 6. I herein; (ii) have the power to prosecute for the benefit of the respective Liquidating 
Trust all claims, rights, and Causes of Action transferred to the Liquidating Trusts (whether such 
suits are brou&t in the name of the Liquidating Trusts or otherwise); (iii) have the power to 
Iiquidate the assets in the respective Liquidating Trust; (iv) have the power to perform othenvise 
the hnctions and take the actions provided for or permitted herein or in any other agreement 
executed by the Liquidating Trustee pursuant to the Plan; and (v) serve as trustee of the respective 
Liquidating Trust. Any  and all proceeds generated from such claims, rights, Avoidance Actions 
and Causes of Action shall be the property of the respective Liquidating Trust. 

~ 

6.3. Purpose of the Liquidating Trusts. The Liquidating Trusts shall be 
established for the sole purpose of liquidating the Assets in fiiutherance of the Plan for the sole 
benefit of their respective Beneficiaries with no objective to continue or to engage in the conduct 
of a trade or  business. The Liquidating Trusts shall be deemed to be separate legal entities kom 
the Debtors and only the assignees of the Assets and representatives of the estates within the 
meaning of section 1123@)(3) of the Bankruptcy Code. 

6.3. Tax Treatment of Transfer of Assas. For dl federal income tax purposes, 
all parties (including, without limitation, the Debtors, the Liquidating Trustees and Beneficiaries of 
the Liquidating Trusts) shall treat the transfer of assets to the Liquidating Trusts in accordance with 
the terms of the Plan as a transfer to holders of NJowed Unsecured Claims in the respective Class 
3 foJlowed by a transfer by such holders to the respective Liquidating Trust. 

6.5.  Yaluaiion of Assers. A s  soon as possible after the Effeaive Date (and as 
soon as possible after any larer date that addtional assets are transferred to the Liquidating Trusts), 



but in no event later than t?uty (30) days thereafter, the Debtors and the Liquidating Trustees shall 
mutually determine, 
Trusts under the Plan. The valuation shall be available from the Liquidating Trustees upon written 
request of its Beneficiaries or the Debtors. For purposes of such valuation, the Avoidance ,4ctions 
shaI1 be valued at no less than fifty percent (50%) of the aggregate maximum amount which could 
be recovered pursuant to such Avoidance Actions. 

good faith, the value of the non-cash Assets transferred to the Liquidating 

6.6. Liquidation uf Assets; Responsibility of Liquidating Trusiees. 

6.6.1. The Liquidating Trustees shall, in an expeditious but orderly 
manner, liquidate and convert to cash the Assets of their respective Liquidating Trust, make 
timely distributions, and not unduly prolong the duration of the Liquidating Trusts. In so 
doing, the Liquidating Trustees shall exercise reasonable business judgment in liquidating 
their respective ,4ssets to maximize recoveries. The liquidation of such Assets may be 
accomplished either through the sale of assets (in whole or in combination, knd including 
the sale of any claims, rights, or Causes of Action) or through the prosecution, compromise 
and settlement, abandonment or dismissal of any or all claims, rights, Avoidance Actions, 
Causes of Action, or otherwise. The Liquidating Trustees shall consult with their 
respective Plan Committees to determine whether to pursue or not to pursue any and all 
claims, rights, Avoidance Actions or Causes of Action as the Liquidating Trustees 
determine are in the best interests of the Beneficiaries of the Liquidating Trusts, consistent 
with the purposes of the Liquidating Trusts, and the Liquidating Trustees shall have no 
liability for the outcome of the decisions in this regard. The Liquidating Trustees may 
incur any reasonable and necessary expenses in liquidating and converting the Assets in the 
Liquidating Trusts to cash. 

. 

, 

6.6.2. The Liquidating Trustees shall be named in the Confirmation Order 
and in the Trust Agreements and shall have the powers delineated in section 6.2 herein. 

6.6.3. Notwithstanding the foregoing, to the extent the CCSI Liquidating 
Trustee intends to seI1 any Nortel Networks equipment that was sold to CCSI pursuant to 
the Distributorship Agreement dated July 27,1998, the CCSI Liquidating Trustee shal1 sell 
such Nortel Networks equipment and the license to use such equipment only to the extent 
that the acquker executes a sofnvare license agreement with Nortel Networks (which 
Nortel Networks shaIl grant without charge) on terms that are coxnmerciaTiy reasonable and 
consistent with the software licenses previously granted to CCSI by Nortel in connection 
with the software. 

6.7. Inwstmerrt Powers. The right and power of the Liquidating Trustees to 
invest the Assets transferred to the Liquidating Trusts, the proceeds thereof, or any income earned 
by the Liquidating Trusts shall be limited to the right and power to invest such assets @ending 
periodic distributions in accordance with section 6.8 of the Plan) in Cash Equivalents, provided 
however, that (i) each Liquidating Trustee may expend the Assets of its respective Liquidating 
Trust (a) as reasonably necessary to meet contingent liabilities and to maintain the value of the 
assets of the respective Liquidating Trust during liquidation; (b) to pay CCI or CCSI Liquidation 
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Expenses; and (c )  to satisfy other liabilities incurred or assumed by the respective Liquidating 
Trust (or to which the Assets are otherwise subject) in accordance with the Plan of the Trust 
Agreements; and (ii) each Liquidating Trustee may, but shall not be required to, invest any funds 
held by the Liquidating Trustee or the respective Liquidating Trust (pending distributions pursuant 
to the Plan) in investments that are exempt fiom federal, state, and local taxes. 

6.8. D istrrib d o n  s; With h olding. 

6.8.1. Disiriburions un Allowed (i) Administrative Expense Claim, (io 
Prioriv Tax Chims and (iii) Other Priori@ Claims. 

6.8.1 .a. Subject to the provisions of section 2.1. I, the CCSI 
Liquidating Trustee shall be responsibIe for making all distributions to the holders 
of ,4llowed (i) Administrative Expense Claims, (ii) Priority Tax Claims, (iii) Other 
Priority Claims in CCI Class 1, and (iv) Other Priority Claims in CCSI CIass 1, as 
well as to the Allowed Unsecured Claims in CCSI Class 3. 

6.8.1 .b. After payment of the Allowed (i) Administrative 
Expense Claims, (ii) Priority Tax Claims and (iii) Other Priority Claims, the CCSI 
Liquidating Triscee shall establish, within his discretion, a cash reserve for the 
padment of Dis?uted (a) Administrative Expense Claims, (b) Priority Tax Claims 
and (c )  Other Priority Claims. This reserve shall be referred to herein as the 
“Liquidation Resene”. As and when the Claims listed in t h i s  section become 
Allowed Claims, the CCSI Liquidating Trustee shall pay such Claims h m  the 
Liquidation Reserve within ten (10) days fiom the date such Claims become 
Allowsd Claims. Any excess funds in the Liquidation Reserve above the Allowed 
amount ofthe Claims listed above shall revest in the CCSI Liquidating Trust. 

6.8.2. Liquidution ,Expenses. Upon formation of the Liquidating Trusts, 
the Liquidating Trustees shall establish, withm their discretion, a cash resenre for the payment of 
the CCI Liquidation Expenses and CCSI Liquidation Expenses. The CCI Liquidation Expenses 
and the CCSI Liquidation Expenses are priority claims asainst the Assets of the respective 
Liquidating Trust. 

6.8.3. Distributions on Unsecured Claims. The Liquidating Trustees shall 
make distributions, to the extent deemed practicable by the Liquidating Tnrstees, Pro Rata in cash 
to the Beneficiaries of the respective Liquidating Trust to the extent of each Beneficiary‘s 
respective Allowed Claim with the initial distribution being made as soon as practicable after the 
Effective Date. The Liquidating Trclstees shall hold adequate reserves to allow for equal pro rata 
treatment of Disputed Claims if. and to the exrent that, such claims may become .Mlowed Claims 
and shall adjust each Beneficiary’s Pro Rata distribution to account for Disputed Claims that have 
been resolved finally in the prelious quarter. Upon resolution of a Disputed CCI Class 3 
Unsecured Claim or a Disputed CCSI Class 3 Unsecured Claim, by either compromise and 
settlement or by Final Order, the rsspxtive Liquidating Trustee shall promptly distribute to the 
holder of such Allowed Claim its P;o Rata share of distributions. For any excess funds reserved 
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for such Disputed Claim above, the excess mount  o f  such Claim shall revest in the respective 
Liquidating Trust. The Liquidating Trustees may withhold from amounts distributable to any 
Entity any and all amounts, determined in the Liquidating Trustees' reasonable, sole discretion, to 
be required by any law, regulation, rule, ruling, directive, or other governmental requirement. 
Distributions shalI be made no less frequently than annually. 

6.9. Reporting Duties. 

6.9.1. Tax Status. The Liquidating Trusts (except for the portion of their 
respective assets reserved for Disputed Claims) will be treated a s  grantor tmsts for federal 
tax purposes and, to the extent permitted under applicable law, for state and local income 
tax purposes, The Beneficiaries of the Liquidating Trusts wiIl be treated as grantors and 
owners of the allocable portion of the respective Liquidating Trust for federal income tax 
purposes. The Liquidating Trustees shall be responsible for filing informational returns on 
behalf of the respective Liquidating Trust and distributing information statements to the 
Beneficiaries of the Liquidating Trusts, setting forth each Beneficiary's respective allocable 
share of the income, gain, loss, deduction, or credit of the Liquidating Trusts.. The 
Liquidating Trusts sball determine their income or loss based on the assumption that each 
Beneficiary has a taxable year that is a calendar year and accordingly shall compute their 
income or loss on a calendar year basis. 

6.9.2. Allocations uf Liquidating Tnists' TaxabLe Income or Loss. For 
federal income tax purposes, the respective Liquidating Trust's taxable income (or loss) 
shall be allocated among the Beneficiaries of the respective Liquidating Trust in a manner 
consistent with applicable Treasury Regulations taking into account such Beneficiaries' 
relative economic interests in the respective Liquidating Trust. Each Beneficiary of the 
respective Liquidating Trust will be required to take into account its allocabIe share of the 
income, gain, loss, deduction, or credit of the respective Liquidating Trust in determining 
its taxable income for federal income tax purposes. 

6.9.3. Other. The Liquidating Trustees shall file (or cause to be filed) any 
other statements, retums, or disclosures relating to the respective Liquidating Trust that are 
required by any governmental unit or applicable law. 

6.10. Termiization. The Liquidating Trusts will terminate after the liquidation, 
administration, and distribution of the Assets in accordance with the Plan and its h l l  performance 
of all other duties and hc t ions  set forth herein or in the Trust Agreements. Unless earlier 
terminated pursuant to the foregoing provisions of this section 6. IO or section 1.12 of the Trust 
Agreements, the Liquidating Trusts shall terminate on December 3 1,2006; provided, however, that 
the Plan Committee, by majority vote fiom time to time, may extend the term of the Liquidating 
Trusts for up to five years after such date of termination. 
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7.1. 
Effective Date, the Debtors shall: 

Debtors' Post-Confirmation Role. On or as soon as practicable after the 

7.1.1. Expedized Tax Return. Complete and file within one hundred and 
twenty (1 20) days after the Effective Date (or such longer period as authorized by the 
Bankruptcy Court for cause) their final federal, state, foreign, and local tax returns, and 
pursuant to I1  U.S.C. $505(b) request an expedited delemination of any unpaid tax 
liability of the Debtors or their estates for all taxable periods of the Debtors ending after the 
C ornmencem en t Date. 

w 

7.1.2. In furtherance thereof, the Debtors and the Liquidating Trustees 
shall execute any documents or other instruments as necessary to evidence the transfer of 
title to the Assets to the respective Liquidating Trusts. 

7.2. Transfers to the Liquidating Trusts. On the Effective Date, all of each 
Debtor's n&t, title, and interest in and to the Assets including the CCI Causes of Action and the 
CCSI Causes of Action shal1 be transferred and assigned absolutely and unconditionally to the 
respective Liquidating Trust pursuant to the Plan. 

7.3. Books and Records. Upon the Effective Date, each Debtor shall transfer 
and assign to the respective Liquidating Trust full titIe to, and the Liquidating Trusts shall be 
authorized to take possession of, all of the books and records of the Debtors relating to or 
supporting the Assets. The Liquidating Trusts shall have the responsibility of storing and 
maintaining books and records transferred hereunder until the Liquidating Trusts dissoIve. Each 
Debtor shall cooperate with its respective Liquidating Trustee to facilitate the delivery and storage 
of its books and records in accordance herewith. Books and records of the Debtors which do not 
relate to or support the Assets shall not be transferred to the Liquidating Trusts, and the Liquidating 
Trusts shall not have any duty or responsibility to store, preserve, or handle such books and 
records. The Debtors (as well as their current and former officers and directors) shall be entitled to 
reasonable access to any books and records transferred to the Liquidating Tmts  for a11 necessary 
corporate purposes, including, without limitation, defending or prosecuting litigation, determining 
insurance coverage, filing tax returns, and addressing personnel matters. For the purpose of this 
section, books and records include computer generated or computer maintained books and records 
and computer data, as we!l as electronicaIly senerated or maintained books and records or data, 
along with books and records of the Debtors maintained by or in possession of third parties and all 
of the claims and rights of the Debtors and Debtors in Possession in and to their books and records, 
wherever located. Each Liquidating Trust shall succeed to alI attorney client information of their 
respective Debtor. Each Liquidating Trust shali share all information, books, records and any 
attorney client information t5at existed prior to the Effective Date as reasonably requested by the 
other Liquidating Trust; prwided however, that notlung herein is intended to waive the attorney 
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client privilege with regard to any tlurd party. 

7.4. Tinring of Distributions Under the Plan. Any Distributions to be made 
pursuant to the Plan shall be deemed to have been timely made if made w i h  twenty (20) 
Business Days after the time therefor specified in the Plan. 

7.5. Professional Expenses Iiicurred on or Afier the Effective Date .The 
Liquidating Trustees may retain and compensate professionals, including, without limitation, any 
professionals retained in the Chapter 1 1 Cases, as  their counse1 and compensate and reimburse the 
expenses of such professionals for services rendered on or after the Effective Date, including, 
without limitation, sewices in connection with the implementation and consummation of the Plan, 
without further order of the Bankruptcy Court. Professional fees and expenses incurred by the 
Debtors after the Effective Date in connection with the effectuation of ~e Plan shall be paid in the 
ordinary course of business by the CCI Liquidating Trustee from the CCI Liquidating Trust for 
CCI's professionals and by the CCSI Liquidating Trustee from the CCSI Liquidating Trust for 
CCSFs professionals, in accordance with the respective Trust Agreement. 

7.6. Periodic Reports by Liquidating Trustees. The Liquidating Trustees shall 
provide on at least a semiannual basis a report detailing all receipts and disbursements from the 
respective Liquidating Trust, all contingent and accrued liabilities incurred by the Liquidating 
Trustees or the Liquidating Trusts, the available cash balances of the Liquidating Trusts, and a 
narrative summary describing the status of the liquidation of the Assets and any litigation relating 
thereto. The Liquidating Trustees shall fUrnish a copy of this report to the other Liquidating 
Trustee, counsel for such Liquidating Trustee, the Plan Committees and to any Beneficiaries of the 
Liquidating Trusts who submit a written request for a copy of the report after the Confirmation 
Date. 

7.7. PZarz Committees. Two Plan Committees shall be established to supervise 
and direct the Liquidating Trustees in the performance of their duties. The CCI Plan Committee 
shall consist of three holders of Claims in CCI Class 3. The CCSI Plan Committee shall consist of 
three holders of Claims in CCSI Class 3. 

. 7.8. Occurrence of the Effective Dale. The "effective date of the plan," as 
used in section 1 129 of the Bankruptcy Code, shall not occur, and the Plan shall be of no force and 
effect, until the Effective Date. The occurrence of the Effective Date is subject to satisfaction of 
the following conditions precedent: 

7.8.1. Fifteen (1 5) Business days shall have passed since the Confirmation 
Date; and 

7.8.2. No stay shaIl be in effect with respect to the  Confirmation Order. 
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8.1. Assumption or Rejection of Executoty Contracts and Unexpired Leases, 
Pursuant to sections ?65(a) and 1123@)(7): 

8.1.1. Rejection of Executoly Contracts and Unexpired Leases. Any 
executory contract or unexpired lease of the Debtors that (i) is not listed on Exhibit D to the 
Plan Supplement, (ii) has not been approved by the Banlauptcy Court prior to the 
Confirmation Date for assumption or assignment by the Debtors, (iii) has not been rejected 
by the Debtors, and (iv) is not the subject of a pending motion to assume at the 
Conhnation Date, shall be deemed to have been rejected by the Debtors. The Plan shall 
constitute a motion to reject such executory contract or unexpired lease, and the 
Liquidating Trusts shall have no liability thereunder except as is specifically provided in 
the Plan. Entry of the Comkxation Order by the clerk of the Bankruptcy Court shall 
constitute approval of such rejection pursuant to sections 365(a) and 1123@)(2) of the 
Bankruptcy Code and a fmding by the Bankruptcy Court that each such rejected executory 
contract or unexpired l e s e  is burdensome and that the rejection thereof is in the best 
interest of the Debtors, heir estates: and all parties in interest in the Chapter I 1  Cases. 

0.1.2. Claims Arisingfrum Rejecrion or Termination. Claims created by 
the rejection ofexecutory contracts or unexpired leases or the expiration or terrnination of 
any executory contract or unexpired lease prior to the Confirmation Date must be filed with 
the Bankruptcy Court and served on the Debtors (i) in the case of an executory contract or 
unexpired lease that (a) was terminated or expired by its terms prior to the Confirmation 
Date, or (b) is deemed rejected pursuant to section 8. I .  1 of the Plan, no later than thirty (30) 
days after the Confirmation Date, or (iii) in the case of an executory contract or unexpired 
lease that is rejected by the Debtors after the C o n h a t i o n  Date, within thrty (3Q) days 
after the entry of an order of the Bankruptcy Court authorizing and approving such 
rejection. Any claims for which a proof of claim is not filed and served w i h n  such time 
will be forever barred and shall not be enforceable against the Debtors, their estates, assets, 
properties, or interests in property, or the Liquidating Trusts. Unless otherwise ordered by 
the'Bankruptcy Court, all such Claims that are timely filed as provided herein shall be 
treated as Cnsecured Claims under the Plan. 

8 -2. Compensutiun arid Benefit Programs. All employment and severance 
policies and all compensation and benefit plans, policies, and programs of the Debtors, including 
without limitation all savings plans. retirement plans, health care plans, disability plans, severance 
benefit plans, incentive plans, and life, accidental death, and dismemberment insurance plans, shall 
be deemed to be terminated by the Debtors as of the Effective Date and to the extent any of them 
are executory contracts such contrac:~ shall be deemed to be rejected by the Debtors pursuant to 
sections 365(a) and 1123@)(2) of the Bankruptcy as of the Effective Date. 
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8 3. Insurance Policies. Each of the Debtors' insurance policies and any 
ageements, documents, or instruments relating thereto (the "Insurance Policies") &e treated as 
executory contracts under the Plan, and the Plan shaIl constitute a motion to assume the Insurance 
Policies and, if applicable, to assign to the respective Liquidating Trust as designated in t h e  Plan 
Supplement. Subject to the occurrence of the Effective Date, the entry of the Confinnation Order 
by the Clerk of the Bankruptcy Court shall constitute approval of such assumption pursuant to , 

sections 365(a) and 1123@)(2) of the Bankruptcy Code and a fmding by the Bankruptcy Court that 
such assumption is in the best interest of the Debtors, their estates, and all parties in interest in the 
Chapter I1 Cases. Notwithstanding the foregoing, distributions under the Plan to any holder of a 
Claim covered by any of such insurance policies and related agreements, documents or instruments 
that are assumed hereunder, shall be in accordance with the treatment provided under Article IV of 
the Plan. Unless otherwise d e t e d e d  by the Bankruptcy Court pursuant to a Final Order or 
agreed to by the parties thereto prior to the Effective Date, no payments are required to cure any 
defaults of the Debtors existing as of the Confirmation Date. To the extent that the Bankruptcy 
Court determines otherwise as  to any of the Insurance Policies, the Debtors reserve the right to 
seek rejection of such insurance policy or other available relief. Nothing contained in this Section 
8.3 of the Plan shall constitute or be deemed a waiver of any Cause of Action or claim that the 
Debtors may hold against any entity, including, without limitation, the insurer under any of the 
Debtors' policies of insurance. 
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RETENTION OF JURISDICTION 

9.1, The Banhptcy  Court shall have exclusive jurisdiction of all matters 
arising out of, and related to, the Chapter 1 1 Cases and the Plan pursuant to, and for the purposes 
of, sections 1 O5(a) and 1 142 of the Bankruptcy Code and for, among other things, the following 
purposes: 

. 

9.1.1. To liquidate the Assets and to hear, adjudicate and determine any 
and a13 Avoidance Actions and Causes of Action concerning the Assets; 

9.1.2. To hear and determine pending applications for the assumption or 
rejection of executory contracts or unexpired leases, if any are pending, and the allowance 
of Claims resulting therefrom; - 

9.1.3. To determine any and all adversary proceedings, applications, 
motions, and contested 3r litigated matters that may be pending on the Effective Date or 
that, pursuant to the P!m, may be instituted by the Liquidating Trusts after the Effective 
Date, including without limitation any Avoidance Action or Causes of Action; 

9.1.4. To hear and determine any objections to the allowance of Claims, 
whether filed, asserted, or made before or after the Effective Date, including without 
limitation to hear and determine any objections to the classification of any Claim and to 
allow or disallow any Disputed Claim in whole or in part; 

a 

9.1.5. To enter and implement such orders as may be appropriate in the 
event the Confinnation Order is for any reason stayed, revoked, modified, or vacated; 

9.1.6. To issue such orders in aid of execution of the Plan as may be 
necessary or.appropriate to carry out its intent and purpose or implement the Plan to the 
extent authorized or contemplated by section 1 142 of the Bankruptcy Code; 

9.1.7. 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, 
without limitation, the ConfirInation Order; 

9.1.8. To hear and determine all applications for compensation and 
reimbursement of expenses of professionals under sections 330,33 1, and 503(b) of the 
Bankruptcy Code; 

9.1.9. To hear and determine disputes arising in connection with the 
interpretation, implementation, or enforcement of the Plan (and all Exhibits to the Plan 
Supplement), including my and all disputes concerning the Debtors' cure obligations under 
section 8.1.2 of the Plan, any release, waiver, d i schqe ,  or injunction with respect to the 
Debtors or any other person under the Plan, and any and all disputes arising under ArticIe 
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V of the Plan; P - - ,  

, 

. -  

9. I .lo. To enforce any order, judgment, injunction or ruling entered or 
made in the Chapter 11 Cases; 

9.1.1 1. To hear and determine matters conceming federal, state, foreign, 
and local taxes, fines, penalties, or additions to taxes for which the Debtors, the Debtors in 
Possession, the Liquidating Trustees, or the Liquidating Trusts may be liable, directly or 
indirectly, in accordance with sections 346, 505, and 1 146 of the Banhp tcy  Code; 

’ 

9.1.12. To determine such other matters that may be set forth in the Plan, 
the Confinnation Order, the Trust Agreements, or that may arise in connection with the 
Plan, the Confirmation Order, or the Trust Agreements; and 

9.1.13. To enter a final decree closing the Chapter 1 1 Cases. 

X. 

PROPOSED SETTLElMENT AND COMPROMISE OF CCI’S CLAIMS 

10. I .  CCSI and CCI have agreed to a proposed comprehensive settlement and 
compromise under the Plan, as permitted under section 1123(b)(3) of the Bankruptcy Code, of all 
of CCI’s claims against CCSI, its bankruptcy estate and the CCSI Liquidating Trust as set forth in 
CCI’s proof of claim filed against CCSI shall be deemed satisfied and settled as follows: 

10.1, I .  TJw Effctivc Dute CCSISetilement Payment. CCSI shall pay and 
CCI shall receive a cash settlement payment (the “Effective Date CCSI Settlement 
Payment”) in an amount equal to eighty percent (80%) of the CCSI Cash on Hand after 
reserving any amounts for disputed and estimated Administrative Expenses. 

10.1.2. The Post-Effeciive Date CCSISettlemerit Payments. In addition to 
the Effective Date CCSI Settlement Payment, the CCSI Liquidating Trustee shall pay to the 
CCI Liquidating T m t  eighty percent (80%) of any unused portion of the amounts reserved 
for Administrative Expenses pursuant to section 10. I. I .  of the Plan and eighty percent 
(8Q%) of all net cash or cash equivalents realized by the CCSI Liquidating Trust after the 
Effective Date in excess of the amounts required to make post-Effective Date payments OR 
Administrative Expense CIaims and Other Priority Claims in CCI Class 1 (the “Post- 
Effective Date CCSI Settlement Padynents”). In calculating the Post-Effective Date CCSI 
Settlement Payrnents, mounts “realized” by the CCSI Liquidating Trustee shall not 
include any portion of the remaining CCSI Cash on Hand, the proceeds of any Avoidance 
Actions realized by the CCSI Liquidating Trust after the Effective Date, any payments 
fiom CCI to CCSI pursuant to section 2. I .  1. of the Plan or interest earned on any of the 
foregoing. The Post-Effective Date CCSI Settlement Payments shall be remitted w i h  30 
days from receipt. 

10.1.3. Entry of the Confirmation Order shall constitute the approval and 
authorization of the settlement and compromise between CCI and CCSI as set forth in 
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section 10.1 abovi and the payment of the settlement payments described in sections 10.1.1 
and 10.1 2. 
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MISCELLANEOUS PROVISIONS 

1 1.1. Plan Supplement. Prior to approval of the Disclosure Statement, the 
Debtors shall file with the Bankruptcy Court in the Plan Supplement such agreements and other 
documents as may be necessary or appropriate to effectuate and hrther evidence the terms and ' 

conditions of the Plan. Such documents shall include the CCI Liquidating Trust Agreement, the 
CCSI Liquidating Trust Agreement, the list of non-cash assets transferred to the Liquidating 
Trusts, and the list of assumed executory contracts and unexpired leases. Upon the filing of the 
Plan Supplement with the Court, (i) the Debtors will s e n e  copies of the Plan Supplement to the 
Office on the United States Trustee and counsel to the Creditors Committee and (ii) the Plan 
Supplement may be inspected in the office of the Clerk of the Bankruptcy Court during normal 
court hours. Holders of Claims or Equity Interests may obtain a copy of the Plan Supplement 
upon written request to the Debtors' counsel. 

1 1.2. Payment of Statutoty Fees. All fees payable pursuant to section 1930 of 
title 2s of the United States Code, as determined by the Bankruptcy Court at the hearing on 
confirmation of the Plan, shall be paid by the Debtors on or before the Effective Date. 

1 1.3. E'ectuathg Docu~nertts and Further Transactions. Each of the officers 
of each of the Debtors is authorized in accordance with their authority under the resolutions of the 
respective Boards of Directors of the Debtors to execute, deliver, file, or record the respective 
Liquidating Trust Agreement. 

I 1.4. Exenzption from Transfer Taxes. Pursuant to section 1 146(c) of the 
Bankruptcy Code, the issuance, transfer or exchange of notes or equity securities under the Plan, 
the creation of any mortgage, deed of trust or other security interest, the making or assignment of 
any lease or sublease, or the malung or delivery of any deed or other instrument of transfer under, 
in furtherance of, or in connection with the Plan, including any merger agreements or agreements 
of consolidation, deeds, bills of sale or assi-ments executed in connection with any of the 
transactions contemplated under the Plan shall not be subject to any stamp, real estate transfer, 
mortgage recording, or other similar tax. 

1 1.5. Ewu@ation. Neither the Committee, the Liquidating Trustees, the 
Liquidating Trusts, Craig A. Dais nor Glenn Garvey nor any of their attorneys shall have or hcu 
any Iiability to any Entity for any act or omission in connection with or arising out of the pursuit 
confirmation of the Plan, the consurnmation of the Plan, or the administration of the Plan or the 
property distributed under the Plan, except for goss  negligence or willhl misconduct, and in dII 
respects shall be entitled to rely upon the advice of counsel with respect to their duties and 
responsibilities under the Plan. 

lr 

of 
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11.6. Committee. On the Effective Date, the Committee shall be released and 
discharged of and from all M e r  authority, duties, responsibilities, and obligations relating to and 
arising &om and in connection with the Chapter 1 1 Cases provided, however, (a) in the event that 
the Effective Date occurs before the Confirmation Order becomes a Final Orda, the Committee 
may, at its option, continue to serve and h c t i o n  for the sole purpose of participating in any appeal 
of the Confirmation Order until such t h e  as the Confirmation Order becomes a Final Order; or 
@) the Committee shall expressly retain the right to review and object and prosecute any such I 

objection to any and all a4dmi-Lis~tive Expense Claims, Priority Tax Claims and Other Priority 
Claims as provided in the Plan. 

11.7. Revocatiorz or Witlidrawal of the Plan. The Debtors reserve the right to 
revoke or withdraw the Plan prior to the Confirmation Date. V the Debtors revoke or withdraw the 
Plan prior to the C o d h a t i o n  Date, then the Plan shall be deemed nul1 and void. In such event, 
nothing contained herein shall be deemed to constitute a waiver or release of any claims by or 
against the Debtors or any other person or to prejudice in any manner the rights of the Debtors or 
any person in any fiuther proceedings invoIving the Debtors. 

11.8. MoiiiJ?cariorz of the Plan. The Debtors may alter, amend, or modi@ the 
PIan under section 1 127(a) of the Bankruptcy Code at any time prior to the Confirmation Date so 
long as the PIan, as modified, meets the requirements of sections 1122 and 1123 of the Bankruptcy 
Code. After the C o n h a t i o n  Date and prior to the Effective Date, the Debtors may alter, amend, 
or modify the Plan in accordance with section 1127(b) ofthe Bankruptcy Code. 

11.9. Anzerzdttrenf of Plan Docunzents. From and after the Effective Date, the 
authority to amend, modify, or supplement the Exhibits to the Plan Supplement and any documents 
attached to such Exhbits shall be as provided in such Exhibits and their respective attachments. 

1 1.10. Binding Effect. All Entities shall be precluded and forever barred from 
asserting against the Committee, the Liquidating Trustees and the Liquidating Trusts, or their 
assets, properties, or interests in property, any other or further claims or liability based upon any 
act or omission, transaction, or other activity of any kind to be taken under or in connection with 
the Plan or in connection with the Chapter 11 Cases or the administration of the Debtors during the 
Chapter 11 Cases. Pursuant to section 1 141(d)(3) of the Bankruptcy Code the Debtors shall not 
receive a discharge of the Claims and Equity Interests upon confirmation of the Plan. 
Nevertheless, on and after the Effective Date, the terms of the Plan shall bind all holders of Claims 
and Equity Interests, whether or not such hoIders voted to accept the Plan. 

11.1 1. CCIRights of Action. A n y  of CCrs rights, claims and CCI Causes of 
Action as of the Effective Date shall be transferred to the CCI Liquidating Trust and to the extent 
necessary to effectuate the foregoing, CCSIjoins in any such transfer. From and after the transfer 
of all such r ights  to the CCI Liquidating Trust, pursuant to section 1123@)(3) of the Bankruptcy 
Code, the CCI Liquidating Trustee shall be deemed the appointed representative to, and may 
pursue, Iitigate, and compromise and settle any such ri&ts, claims, or Causes of Action in ~~ 

accordance with the best interests of and for the benefit of the Beneficiaries of the CCI Liquidating 
Trust. 
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11.12. CCSIRights of Action. Any of CCSI's right& claims and CCSI Causes of 

Action as of the Effective Date shall be transferred to the CCSI Liquidating Trust and to the extent 
necessary to effectuate the foregoing, CCI joins in any such transfer. From and after the transfer of 
d l  such r ights to the CCSI Liquidating Trust, pursuant to section I123(b)(3) of the Bankmptcy 
Code, the CCSI Liquidating Trustee shall be deemed the appointed representative to, and may 
pursue, litigate, and compromise and settle any such rights, claims or Causes of Action in 
accordance with the best interests of and for the benefit of the Beneficiaries of the CCSI 
Liquidating Trust. 

11 -13. Third Party Agreements. The Distributions to the various classes of * 

Claims hereunder and to the Liquidating Trusts shall not affect the right of any Entity to levy, 
garnish, attach, or employ any other legal process with respect to such Distributions by reason of 
any claimed subordination rights or othenvise. All of such rights and any agreements relating 
thereto shall remain in full force and effect. 

1 1.14. Title tu Assets. Except as otherwise provided in the Plan, oh the Effective 
Date title to all Assets shall vest in the Liquidating Trusts free and clear of all Claims, Equity 
Interests, Encumbrances 

1 1.15. Notices. Any notice required or permitted to be provided under the Plan 
shall be in writing and served by either (a) certified mail, return receipt requested, postage prepaid, 
(b) hand delivery, or (c)  reputable overnight delivery service, freight prepaid, to be addressed as 
follows: 

If to the CCI Liquidating Trusts, to: 

CCI Liquidating Trust 
c/o the CCI Liquidating Trustee 
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I-f to the CCSI Liquidating Trusts, to: 

CCSI Liquidating Trust 
c/o the CCSI Liquidating Trustee 

If to the Debtors, to: 

Convergent Communications, hc. 
1746 Cole Blvd 
Suite 225 
Golden, CO 8040 1-32 10 
Attn: Mr. Craig A. Dais 
Fz: (730) 489-1306 

and 

Convergent Communications Services, hc. 
1746 Cole BIvd 
Suite 225 
Golden., CU 60401-3210 
Attn: Mr. Craig A. Dais 
Fax: (720) 489-1306 
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with copies to: 

..’ 

Gibson, Dunn & Crutcher L;Lp 
200 Park Avenue 
New York, New York 10 166 
Atfn: James P. Ricciar& P.C. 
F a :  (212) 351-4035; 

Gibson, Dunn & Crutcher LLP 
I801 California Street 
Denver, CO 80202 
Attn: Jeffrey Oraker 
Fax: (303) 313-2816; a d  

Connolly, Rosania & Lofstedt, P.C. 
287 Century Circle, Suite 200 
Louisville, CO 80027 
Attn: Tom Connolly 
F a :  (303) 66 1-9555 
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11.17. Heuding~. Headings are u s d  iu the Plan for convenience 
only, and shall not comtitute 3 part of thc Plan for my other p~rposc. 

I 1. '1 8. Scvcrczb;lits: At the option of the  Dcbtors acting in their sulc discrc5on; 
any provisiou of the Ph, the ConGnnation Order, or m y  of dic Exhibits to Plan Supple"[ 
is prohibited unciiforceable, or invalid shall, m to myju+dictiun in which such provision is 
pfolfibited, unzilforceablc, or invalid, bc ineffective to the e x k n l  of' such prohibition, 
uciiforcenbility, or invalidation without invalidating the remaining provisions of the Plm, 
c o n h a t i o n  @der, ind E.xhibits to the Plan Supylenient or afyechg thc validity or enforceahili ty 
of  such provisions ki my 'othcr jurisdiction. 

11.19. PIun Supplements. On or btlforc the Effective Date, UI~: Dcbtors slid1 file 
with the B-&uptcy COUE such agecnzcl~ts and oher documcats as may be necasafy or 
appropriate tu cEectrrate and f h c r  cvidence the terms anrl conditions of the P l w  

1 1.20. Erpcdited 3 k x  Defenninatiuns. The .Liquidatins TWWS are berehy 
authorized to request an expedited dctcrxnhion under section 505@) or' h e  Bankruptcy Code for 
all tax ret- fiied for or on hehall' of the Liquidating Trusts for all taxable p e r i d  throu~Ji. the 
te-iation o f  ~ h c  ~ i q i r i h i n g  RU~S. 

Dated; October 26.2001 . 

C 0 W . R  GENT C 0MMUNTC.A TTONS , LN C. 
COWERGENT CO-CATIONS Slil<VICES, 
LNC. 

By: 
ais, an authorized officer of each of 
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