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1 L!Emom&& DDR);LW LLP 1 || proofs of claimy filed against Group and its direct and indirect subsidiaries, and (b) financial | 1 ||against the Communications Trustee, which would resuli in higher diswibution to bondholders than
2 %m%mmiﬁﬂﬂw) 2 || information and other business records relaling to Group and its diréct and indirect subsidiarics. 2 ||the proposed seutlement (as much a3 an additionsi six cencs per dollar of claim if the entire $110
3 HPM@' "(!:ﬂ-éf-r:rngm 3 B In my capacity as Group Trustes, one of my primary responsibilities has been to 3 ||miltion in ne1 Verizon Settlement Proceeds were allocated to the Grovp Tmm}.MMnmlmnm
4 [ Fax: 2131 094-1234 4 [} evaluate the proper allocation of funds (the "Verizon Serlement Procesds™), paid by Verizon 4 [[croditors would be delayid by months of years, pends Iy cotng r
3 [ Cowmelfr Micheel M. Leams, omplor? Troalot $ || Communication to E. L the tautice for int C: lons, tnc. $ [ iigion with he Communiction Truste undany sppatetheieo b also by the nosd o wikbold
G 6 || ("Communications") who at the time was alio chaptcr 7 trustee for Group. These funds, net of 6 || distributions pending claims resolution and other sdministrative issues. Accordingly, it is my
! UINTTED STATES BANKRUPICY. COURT. 7 [| paymeats 10 Tenders with lens on the proceeds, otal sbout $110 million. Based on the analysis 7 || business judgmeat that the benefit of a prompt, slbeit discounted, fixed distribution outweighs the
s FOR THE NORTHERN DISTRICT OF CALIFORNIA - ' Jucted by myself and my i it is my position that, under applicable law and the 8 || chance of the potentially higher but delayed recovery if Group pursued litigation rather than
B SAN FRANCISCO DIVISION % Rondariying fucts an R Enaw thom, sl of Sho nmaliiing Vertma Sobfemapt Picosdl dhonld be 9 || settiement. Moreover, while I am confident that Group would prevail in litigation, th outcome of
| - ) T 10 || distributed to Group and not 1o Communications, A detailed description of the basis for my position 10 [l iigation s never cortan,
:; NORTHFOINT COMMUNICATIONS i Chapter 7 (Jointly Adminisiered) 'l: ::‘ﬂ;“::::’:“:;:x::‘:ﬂ”‘:g ;“:"::': :‘:::‘:’ :':"::m“:: : : y m:,, ML:: : :::d setilemeal, the oaly u_m_ma claims asserted against any of the
)} DPECLARATION OF MICHAEL M. i y. ject to substantive consolidation are the claims of holders of bonds.
L 13 Debtor. ; a%;::guml'rr'glhl‘ 2 13 || filed by the Group Trustee (Docked Nos. 1105 and 1120) sccking summary Judgmeal with respect to 2 13 1] {the “Bondholders”) issued by Group. Other proofs of claim that wers filed against Group's
E P ) CONTROVERSIES | oE OF £ i 14]1] s Neotlom v ivs Conenlidaion fied by B. Lynn e chapter 7 trustee for ! i 14 (| ankruplcy estate, and all claims filed agains! all other estates, will be subject 10 the substantive
T ) '}‘ 15 [ Contruadtand ot Travos ) :}; 15 [[ consolidation undor the terms of the proposed seilement. In my capacity as Group Trustoe, 1 hive
}'} 16 } Dae July 18,2000 i [ 16 4. Notwithstanding oy belief that Group would prevail in the litigation against i i 16 uded, in the exerciss of my business judgment, hat it i in the best interests of the Group estato
¢t ; ;;;";f ;f;’ﬁ;-y 23 Floor § ' 17 || Communications, | have been of the view that s global settlensent between the Group Trustes and 1" 17 )as 2 whole to exclude anly the Bondholders (bt not olher creditors that filed claims in the Group
Fow ) SanFranciso, Califomia o jous Trusiee itors of Groop, 8 it would expedite I |
Wl RIS L e 19 i distribution to creditors of Group. Accordingly, the Group T Trustee, 19 7. Thatdistinction is appropriate b nearly all crodilors of the four Deblors” estaics
o 1 MICHAEL M. OZAWA, do hereby declare as follows: 70 sbag wiok thelf repecty . participarn. I s rncclsfioe sctfon be e fo Honouble Dosus 20 [fother than the dealt exclusively with C the operting entity. Although
:: L e R o RO RS O N (GG i: Mm.mfw\allljmalmw that session did Mrmlllmdl:l':::m:“um :2, m“mf‘ef'ﬁ“m.:::mmm_m' et ;”“:::;m'::;;“;“u::;:
was appoinied a8 the trustes for Group (the “Graup Trustee') on Fanuary 6, 200, following an P m, g a7
O i e hia ko ol i il ity sl Toinld 33: [ St soipmeart, oo 50 appeuyal by ity ot 23 {1 ot ooly that thas eredit inea wih C ios, bt o that newly s ofthe
2 competently testify as to the facts se forth hercin f called upon 10 do 0 in & court of w. B % DeeesbostMay38 200 b asstsn stievid § initim wilenst s u % wers in the name of Communications, not Growp. - In conlrsst 1o other
25 B i ki o i T, L s i g B i i 25 || ("Senlement Agreement™), & true and correct copy of which is attached hereto as Bxhibit A. It is my 5 :wdhnwlhfu-u-.wdyﬂubmtddmwpe-mhv-nueamlrmllnmwrm
L PR i ot i i i 26 |{ belief that the proposed setlearent is in the best Interest of the eceditors of Group, who will becebt ) 28 linp ot G o b, i A B i
27 o diect and nditctsubsidaris. Amon the documentstht we reviewed were: () sll afthe L ""“'“"‘“‘““""‘*““““”“’“‘““‘“‘““"“‘"‘““m“mm 27 || bonds. In fact, s an ittustration of that fuct, that th for tha sale and gxchange of the
:u 2 b he . Although | Group would prevail in igation 28" || bonds explicitly and repestodly warned the Bondholders that they did not have any direct recourse
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against C icati its mssers, repsyraent was Group. In
Tight of the foregoing, | have negotiated terms of the Sertlement Agreement pursuant 1 which the
claima of Biondhakders will retain recourse solely agmnat Group and will not be subject lo
‘pubstanaiva consolidation with other ¢|tims wacricd by unsocured creditors that ~ untiks the
Bondholders - appear 10 have relied in whols or part upon the credit of Communications.

1 declure under penalty of perjury under the lrws of the United States of America that the
foregoing is true and correct 1o the best of my knowledge and belef.

Executed this 25th day of June, 2003 st Los Angeles, California.
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= (A Disputes, In ogation

This Sctilement Agroement Betwesa NorthPoint Trustecs (All Disputes, Inchuding

tidati i ion) (thi ament™) is catered into as of May 28,

2003 hm)nwmunmuwhnfmmwmmmmmnﬂw
int Ct

7 estales of ("Comnunications”), NorthPoint

of Virginia, Inc. ("Virgiais), and NorthPeint Intomational, ¢, (“International”); and (¥)
Michacl M, Ozawa, as the trustes (the “Grovp Trasies” nd together with the Communjeations
Tmm“ﬁuwmm-uwnrmmim-otmmmcmm
Oroup, Ine. (“Group”), based upon the following:

BECITALS

A.  On January 16, 2001 (the “Petition Date™), Group, Communications, Virginia snd
International (collectively, the “Deblors™) sach filed with the United States B/ toy Court for
tbe Northern District of Californis, San Franciseo Division (the *Courf"), 8 veluniazy pelition for
relief under the provisions of chapter 11 of the United States Bankrupicy Cods, and an order for
rolief was entered in each of such Debtors” chapter 11 cases on that date.

B. On June 12, 2001, the Court orderod the conversion of cach of tha Debiors’
chaptor |1 cases lo a case under chapler 7 of the Code, and E. Lynn Sch
was appointed as the trustee of the chapter 7 estates of each of the Deblars.

C On Oclober 23, 2002, Ma, Schoanmana resigned as trustoo of Gmp'xdg:m?
estate, but remxined trusiee of the chapler 7 cslstes of Communlcations, Virginia ad
sonal. Tho Ui T inted

'mmmm-smnmof
auw;mm(uw-nomnpm.«),udwnms.zm-mqmor
creditors was beld to clect & permanent tuics. On Decamber 31, 2002, the Unitod Staies
Tmtuanmﬂmmiumﬂwﬁwalmu.Mulimg{
the Group estats, On January 7, 2003, the United States Trusice led notice of Mr. Ozawa’s
qualification as the Group Trustee.

D.  OnNovember 26, 2002, the Interim Group Trusteo filed  proof of claim against
the estate of Commusications, seoking payment of AB amauni in excess of 548,000,000 ba
upon abgary of subtogation (the “Subrogation Clairs’).

E Tha deadlines for the filing of all prepstition gencral unsecured claims agsinst
each of the Deblors” estates expired prior hereto. Prior to such deadlines, proofs af genors!
unsecured claims have been nldudma!umhnlwnmianqqd
312 biltlon. OF that amounl, spproximately $421,474,434 of claims (net of duplications) wrise
out of eertsin 13 /8% Senjor Subordinated Notes Duo 2010 {the “Notea™) dsrued byove_w
February 3, 1000 in the aggregats amount of 540,000,000 {ooliectively, the *Nota Claime).
Those claims, ariring from the aforemeationed bond Itsamnces, s diteot, written, contrictal
obligations of Group. The indenturs frustes appointed with Tespect 1o soch bond (suances,
pursuant (o a8 Indenture dated as of February 8, 2000, is The Bank of New York (the “Indentwrs
Trustes™).

S ddae

F.  On Decomber 16, 2002, tw Communications Trustes Sled a motion secking
substantive consalidation of the estalos of all four Debtors (the “Consolidation Motion”). On
qums,hmmmﬁunmmhwiﬁmtm'ﬁw
Opposition™ to the Cossolidation Motion. In sddition, other parties have filed opposing and
‘supporting bricfs with respect o the Consotdation Motios. )

G.  lIssues raised in the Consolidation Motion, the Group Opposition and later briefs
filed by sach trustco In support of thels respective positions includo: () the propriety of
substantive consolidstion; (b) the allocation emong the Deblors' estates of certain funds derived
from a prior settlement (the “Verizon Setlement”) with Bell Atlastic Corporation, doing
business &3 Verizop Communicstions, sod related companics; and (<) arguments and claims
asserted by the Group Trustes under the doctrines of exoneration and rubrogation.

H.  On March 6, 2003, the Court lssuod its scheduling order with respect to the
Consciidstion Motien sod Ube Group Opposition. Among tthae things, with the purtics’
encouragoment, the Court ordered that the parties sagage In scitledaent negotistions befors
commaosing formal discovery. In addition, the Court directed that all discovery and bricfing.
commesce after April 3, 2003, 4ad that en evidentimy bearing of the Consolidation Motion be
conducled on Juge 17, 2003,

L On or sbout Aprl ldumms.mmmnmmmmm
Initially secking parfial summary judgment and subsequently soeking full summary judgment,
with respest 1o the Coosolidation Maotion (collectively, the "Summuary Judgment Motlons™), both
of which wers scheduled for bearing on May 23, 2003, [n sddition, both trusices initisted
mwmdmﬂdmdﬁmﬂwmmbmﬂlolwzm.

1 Pursuant to an order of the Court dated April 3, 2003, the Court scheduled a
m1mmmummumnmmmu.wmam 14, 2003 the
NorthPaint Trostaes end theit raspectivo poolatslonals agpearsd befors Jodge Montali st & full-

substantia) progress during the settlomeat confereace, and setlement discassions confiued
between the NorthPoint Trustess subsequent to the completion of the settlemont conforence. At
& 1esult of the setiferncnt conference und those subsequent pegotiations, the NorthPoint Trustoes
have now reachod a pettloment agreement, the forms and conditions of which are set forth in this
Agreement.

K. OnMay8, 2003, at the roquest of (ho paytics bersto and in order to facilitate such
further discussions, the Court issued an order ruspending litigstion of the Consolidation Motlon,
mhm.m.mmw‘-mmuqu,mmdmmw
JMMM'&DMI1.2mmﬂmwidﬁmenmm
heduled y (incloding depositions), peoding further order of the Court. -

L Al presenl, the Communications Trustes is in pomession-of funds in (ho
mmmmntanlmm.mmmummmmmmm
Communications Travtes claim ownership and entit In sddifion, the feati

ulﬂynrhﬁmmmdmmmﬂmhm?mmof&wﬂm
mdwmummﬂliﬁﬁﬁhmﬁﬂiwﬁhﬂawofﬁl
Agreement. Upon the full disbursement by the Group Trustss of the $86,000,000 (piue any
interest payment by the Tr

with the rules spplicsble therelo, Without lirmiting the generslity of any of the foregoing: @
neither (o Consolidated Estals, nor the trusive hereol, nor any of e funds or other asiehi
consolidated within Cass No, 01-30125-C7, shall be lisble or mubject to aay of the clims,
linhhu'uuobﬁudmuﬂdhmmﬁuwuwnw:md&)ndwmm
eatate, not e Groop Trastes, net sy of the $86,000,000 it funds 10 ba didbureed by the Groug
Trustes, shall be lisble or subject 1o any of the claims, liabilities or obligations that aro rubjed 1o
substantive consolidetion within Case No, 01-30125-CT.

6. Disburrements By Orosp Tnatgs. Disburssments ¢hall be made by the Gioup
Trustes, solely from the funds not held la the Consoliduted Estato, only for the following
purposes:

A Farﬂlllplmormmmofﬂwlﬁlﬂkﬂﬂﬂ.lhhwhﬂl
incomo tax isbilities of sny of the Debtors for the year 2002, subject 1o the provisions of
m1mw(mmmmmmm-mmmmm
discretion ﬁmwmmml&;hﬂlﬁmwﬂmmﬂlwuud
mmnmnlmummumwﬂduhmmwﬂn
Ce Trustes, the Ce d Estale and all asvets barmiess,
and (ndemnify the sams, from any soch tax lisbitities);

B.  For full payment or reservs, 0ot 1o excesd tho sum of §150,000, oo
mwurmquammuwbyomphhmo!mmwp-ﬂﬁ
time prios 1o the Bffective Date, subject o tho provisions of paragraph no. 7 below,

provided that the Grovp Trustes's ‘obligation i pay sny sich tutes sball nol
‘sxceed the armount of §150,000, and eny laxes paysble in sucosa wich amount shall be.
the responuibility of the Consolidated Eatate;

C. PwMIpmummnoflﬂhu-dqn-nlhmdhw_nf
the Indrien Group Trusies o the Group Trustes, &2 well 33 cuch of thelr respectivs
atomeys, and other pi e ox x thvely, with the
Toteim Grovp Trostes and the Grovp Treviss, the "Group Trasice Profossionals™, a4
mmwmw;-—uu,m&--rmuum.arum
swmmmnmmdmnvw-.mu
mumalmmhwdﬂmdq—ﬁﬂhm’n

Grovp with tho coneent of (e Grovp Trusies
mmuwmuu&wmmmm-mwm
-indumkmmﬁw“ndhmdmmm
Eatats, the trustes thereof of assols thereln;

D, FxMWumoflu‘uddeMmul

mlndmmnmnn.uwllummnmm-am
i or 4 wifh the Endenture Trustes, the “Tndenture

SIS b

Trustes holda other sssets, lnctuding without limitation avoidance cleims under the provirions of
Seclion $47 of the United Ststes Bankruptcy Code.

M.  The parties” discussions have reaulted in & full, consensusl resolution of all
disputes betwoon the Growp Trusteo and the Communications Trusice upon the fomns and
conditions set forth bolow, Without conceding the positions, allegtlions, defeases and other
contentions af cach other.

AGREEMENT

'NOW, THEREPORE, FOR GOOD AND VALUABLE CONSIDERATION RECEIVED
AND HEREBY ACKNOWLEDGED, BACH OF THB PARTIES HERETO AGREES,
TFROMISES, COVENANTS, REPRESENTS, WARRANTS AND STIPULATES ui follows:

. Raibia. Bach of the forogoing rechaly forms 3 materiad pan of thia Agreaement
o in ngorporated hercia by Teference.

2. . The cifectivensss of this Agreement is expresaly conditioned
wmmunmamwmwmwwhrmmhh
mTa—dcﬂﬂﬂlmmhhmmn!lvln!ﬂl!(!)nl’lh!ednl
nmunmmmmwmmmummm
providing for substantive and
‘balaw. The partiss hercio shall each scek entry of the Approval Orders 43 soon & practicabla.
This Agreement shall becoms effective on the date (the “Effectivé Date") that is tho cleventh
{L1%) day following satry of the Approval Orders or such later dala a5 may bo ordered by the
Court or mutually scceptable In writing to the pasties hereto.

3. Pavmel to Growp Trusies. On the Effective Date, the Communications Trusiee
mummmmmmmmumw,mm«mdmm«mim
:“l:nﬂls,mmmhthNdeilewaTM‘fﬂﬂllmmm

4 Wilhdasal of Subrogation Clsim. As of the Bffective Dato, and expressly
wmingmlupoewwm&memorlhmots%.mmumMiupmw
3 above, the Group Trustee thall bo deemed to havs fully and finally withdrswn the Subrogation
Claim, with prejudice.

5. Substantive Consolidation of Atssts and Lisbilities. A1 of the Bifective Daie, and
menhwmmntmm\m"ummm:m-.
-mf@-—m:dlmﬁmrmwD&w-,mqmupmlywmmh-pmm
4, shall be substantively consolidated within Cass No. 01-30125-C7, and E. Lyna Schoenntann
Mmuswiwl-nflkmnﬁdmmndliﬂliﬁuhmuu(h
' Betate). Ouly the following sssets and Habikties of the Deblors shall not be
nMﬂumﬂnmmmmawummmm.wlmm-m-(m
Grobip estato: (no..mmoaupddhu-&nqmmmpwsmm
(2) each of the elaims and labilitios for which the Group Trustes shall make the disbursements
described [n pangraph 6 blow, With respect (o tho assels and labilities that are not
nmhﬂyunnundwnwhﬂﬁ:muh!ndummbhmil-dlhbil.in'u

fE YT

Trustse Profeasionals”), ribject 1o the provisions of paragraph no. 7 balow, provided that
{ho Indeature Trustes Professionals shall not be entithed to seek payment of sny amounts
owed 1o any of them from the Consoliduted Estats, the trustes thorof or assets thervin;
wd

tho Coasolidated Bsiats, the trusice thereof or any asscts therein on account of wny
Clabm % sy wxicnt, and shall instead be stitled o payment therefor only from funds
hald by the pndenturs Trustes,

Deblors and ostate, beneficlaries, axccessors and sasigns, shall and hersby do abeolutely,
mconditionally, and imevocably Teleass and forever dischargs sach clber, Diclr respestive
estales, benoficlaries, micsessors and wssigns and any agents, sitomeys, sccountants, financial
advisort or repressatatives of the Group Trustes or the Communications Truslos (the

contro promises, sums of money, sceounls,

any aad all other claims, jms, defonses, rights of yet-off, domands and libilities
whatsosver of svery kind And nature o the Debtors of thd administration of any of the
‘Deblors’ bankrupicy cascs or catates, kmown or unknowd, fuspected or

unguspected,
both at Lw snd in equity, which such raleasing party may now of hereaRer bold, have or claim 1o
nuwnm-o.uu:ﬁmrmmww of time until the date of tjs

= etelnabove,
plesded by any of the Reléasees a3 a (il and complets defonss and may be produced by such
Releasccs a3 8 basid for an injunction sgainst any sction, relt or cleim o7 other proceeding which
by TiTuied, prosccated or atampied in treach of the of woch Teiowse. Bach of
Ioleasing partiea hersby scknowledges that it s fumilias with Section 1542 of the Civil Cods
of the Stats of Californis, wnd aay simila7 fedoral or slats statute, which provides s follows:

*A GENERAL RELEASE DOES EXTEND TO CLAIMS WHICH THR

WMWWWMBWMEWWBYW'
mmm_wmmmmamcrmmsswrmmwnﬂm

£3

wubjeot maller of this raloase or this bt that It Is each releasing party's intention
hersby 1o soitlo and robesss fully, fnally snd foraver all claims, disputes snd diffcreaces, knawn
or unknown, suspeoisd of U pected, &3 st forth hervinabove, dovery
o exisience of any mch sdditional or i facts,

Mo Admission Of Lisbility. This Apreerneal s not intsoded to, and does not,
constitute any sdmieclon of evidance of sy liabilily whatssever by cither of tho partles boroto
with respoct 1o any of the metiers released hercunder, and shall pot b eonstrysd, offered of



muvedLnM!lnunnmdmumﬂnu[wlmlﬁ-wmﬂnmhrmﬂ
m“mnwmmyntmm

Binding Bifec. This Agresment shal be binding upon, and Inure ko the benefit
oumum;mmmmmﬁnm-ﬂmhﬂm‘.mm

trustes ap: uploy .

4. Counterparts. mmmmu-mhwmdm
but all such counterparts shall together constitule but oo snd thé same Agreament.. In muking
mtolmmltunﬂh necsssary o peoduce or sccoun! for more than one
counterpart thércof signad by sach of the parties therelo, This Agreement may be sxocuied and
uummhymyﬂmmmmmmuulrhmnmwu
dthvl'!dﬂml-pl'l.

Molicts. Except as otherwise provided, all motices, reqiostd and demaids
Pumud.lhﬂh: (-Jmummmnhmuhmﬂmum
Ty writian potics to the

upaa receipl; if by overnight

certified mail, five (5) lllyl.nnnmilu
Authority. Each of the persons signing this Agrecment represent and warrnt o

ul pmi- |nIM|Mun-I mkwﬂmumwmyhmﬂmﬁr

Agreement, nd

sk forth I
Omhumm

Further Assurances. The partios hereto agres that they shall, from tima lo time,
umwdmvuuyudmmmwmmﬂhmhm
mudﬂumnwykmnﬂ&ylmudnhhb:ﬂwlmowofwl
Agreement and th

Msrgor. This Agreament s the result of 8 full and complele negotistion at arms.
lmglhbynllwu-. No prior drafts or memoranda prepared by any parties shall be vsed to
muwmwmmmradwdﬂbmuﬁ!wwm
erelo b considered the “drafler” of Awn-lumywhmmmmnl
construing the lcrras, conditions and obligations st forth herein or thersin.

.

19. Eotie Agresmspt This Agresmend ists forth the emlire agrecornl and
Wiuo{hpﬂuw{hwb nﬁmmmtmwuy-dd
prior agreaments and understandlngs of the partios herets with respect to the forogoing, eod this

cannol be chunged, modifis ld.unld-umumdumhm'ﬂngnmlw
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Email;

Fith a copy to:

Marlo C. Meyor, Baq.
Goldberg, Stinnstt, Meysrs & Davia
A Professional

“ Street, Suite 2900 °

41 Prancisco, CA 94104
Tllqhun. (4135) 362-5045
Faceimile: (415) 362-2392
Email: 00m
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