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December 26, 2006
INTRODUCTION

Gypsy Tea Room, LLC (“Gypsy” or “Debtor”} is hereby submitting this Disclosure Statement (the
"Disclosure Statement”) in connection with the solicitation of acceptances of the Debtor's Plan of
Reorganization (the "Plan of Reorganization” or "Plan”) under chapter 11 of title 11 of the United States Code
(the "Bankruptcy Code") with respect to Claims of the Debtor's Impaired Creditors. A copy of the Plan of
Reorganization is attached hereto as Appendix A. Capitalized terms used in this Disclosure Statement and in
the Plan of Reorganization and not otherwise defined herein are defined in Article | of the Plan, or in Title 11,
United States Code “Bankruptcy Code™).

The purpose of this Disclosure Statement is to enable those creditors of the Debtor whose Claims are
Impaired under the Plan to make an informed decision in exercising their rights to accept or reject the Plan.

On , 2007, after notice and a hearing, the United States Bankruptcy Court for the
Northern District of Texas, Dallas Division (the "Bankruptcy Court"y entered an Order approving this Disclosure
Statement as containing information of a kind and in sufficient detail, adequate to enable creditors whose votes
are heing solicited to make an informed judgment whether to accept or reject the Plan.

Creditors should read this Disclosure Statement in its entirety prior to voting onthe Plan. No solicitation
of votes may be made except pursuant to this Disclosure Statement and section 1125 of the Bankruptcy Code
and no person has heen authorized to utilize any information concerning the Debtor or his business and
properties other than the information contained in this Disclosure Statement. Creditors should not rely on any
information relating to the Debtor and his businesses and properties, other than that contained in this Disclosure
Statement and the Appendices attached hereto.

After carefully reviewing this Disclosure Statement and all Appendices attached hereto, indicate
your vote on the enclosed ballot and return the ballot to John E. Leslie, Esq., the attorney for the
Debtor, at the following address, in the enclosed, postage paid, return envelope by 4:00 p.m., Dallas
Time, not fater than 2007,

Send Ballots to:

John E. Leslie, Esq.
Attorney for Debtor
2340 Interstate 20 West, Suite 218
Arlington, Texas 76017
{817) 505-1291 phone
{817) 4726002 fax

ANY BALLOTS RECEIVED AFTER 4:00 DALLAS TIME ON y 2007
WILL NOT BE COUNTED.
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The Bankruptcy Court has set , 2007 at __:00 _.m., in the Courtroom of the Honorable
Harlan D. Hale, United States Bankruptcy Judge, Federal Building, 1100 Commerce Street, Dallas, Texas
75242 as the date, time and place for a hearing on Confirmation of the Plan, and has ordered that , 2007
is the last date for filing any objections to Confirmation of the Plan. Creditors should refer to the enclosed
"ORDER APPROVING DISCLOSURE STATEMENT, SETTING CONFIRMATION HEARING, AND
DEADLINES FOR TENDERING BALLOTS AND FILING OBJECTIONS TO CONFIRMATION OF DEBTORS'
JOINT PLAN OF REORGANIZATION" for the specific time, place and manner for filing written objections to
Confirmation of the Plan.

OVERVIEW OF THE PLAN

The Plan categorizes into eight (8) classes the Claims against and Interests in the Debtor and the
Debtor's estate which existed on Qctober 14, 2005, the dates that the Debtor filed its voluntary petition under
Chapter 11 of the Bankruptcy Code ("Petition Date"). The Plan also provides that expenses incurred by the
Debtor during its Chapter 11 Case will be paid on the Effective Date or as otherwise as agreed hetween the
Debtor and the claimant and specifies the manner in which the Claims and Interests in each Class are to be
treated. The table helow provides a summary of the classification and treatment of the Claims and Interests
under the Plan;

Type of Claim Treatment of Claim Estimated
Class or lnterest or lnterest Claims
Class 1 Allowed Priority Claims of MNat Impaired. Paid in full $40,000 to Debtor's attorney,
Administrative in chapter 11 case on Effective Date, or John E. Leslie
Claims when Allowed
Class 2 Allowed Priority Tax Claims Not Impaired. Paid over a & year $50,000
Priority Tax of the Internal Revenue Service. petiod in 72 equal monthly {subject to determination
Claims Texas Comptroller, TWC and installments with 5% interest under Bankruptcy Code section
Other tax authorities commencing 30 days after 506 and Debtor's objections to
Effaective Date, or when Allowed claims}
Class 3 Other Allowed Secured Claims Not Impaired. Each Claim treated as MNone estimated to be
Other Secured separate class. To be paid in full 30 Allowed by Debtor
Claims days after Effective Date or when

Allowed or will receive Collateral
in full satisfaction of Allowed

Secured Claim
Class 4 Pre-petition lease claims Claims will be compromised and Unknown
Claim of Westdale settled by Debtor's execution of new
Main, Ltd. 5 year premises lease
Class 5 Allowed Unsecured Claims Impaired. Paid pro-rata share $5,000,000
Unsecured Claims  of Cunniff Claimants $15,000 New Gypsy Tea Room disputed)
of Cunniff from injuries to David Note in 72 monthly instaliments
Claimants Cunniff at Gypsy Tea Room With 8% interest commencing 30
Days after Effective Date
Class 6 Allowed Unsecured Convenience Impaired. Paid 25% of Allowed $10,000
Unsecured Claims of $250 or less or which Convenience Claim 30 days after
Convenience reduce their claim to $250 Effective Date, subject to maximum
Claims Distribution of $3.500 to all Class
&Creditors
Class § Allowed General Unsecured Claims Will be paid pro-rata share of $140,000
Unsecured Claims assets of Creditors Trust and proceeds

from New Gypsy Tea Room Note,

but subordinate in right of payment and
liquidation to all other classes of
Creditors. Estimated distribution
Range is between .15and .20 per
Dallar of Allowed Claim
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LIQUIDATION ANALYSIS

The following is an estimate of the distributions which Creditors may expect to receive if the Debtor's
estate were liquidated under Chapter 7 of the Bankruptcy Code:

Estimated Asset Value Gypsy
on Confirmation Date

Cash $10.000
Accounts Receivable MNone

Furniture, fixtures and equipment
Intangible assets — trade and business

name and goodwill $52,500
Total Assets $62.800
Less: Trustee's Fees (3% of total assets) < 1,884>
Less: Secured Claims of Tax Authorities
Other than IRS $<52,288>
MNet assets available for unsecured
creditors $ 8628
Less: Claims of IRS $=40.829>

Available assets for distribution to
Class 6 and 7 Unsecured Creditors None

The source of the information contained in the foregoing liquidation analysis with respect to the value of
the Debtor's estimate is derived from the general business knowledge of the Debtor concerning its assets and
the estimated net realizable value of the assets on a forced liquidation basis. No independent valuation of the
assets or their liquidation value has or will be obtained by the Debtor, and the liquidation value of the Debtor's
assets which might be ultimately realized by a chapter 7 trustee may be materially different from the values
estimated by the Debtor.

RECOMMENDATION OF THE DEBTOR

The Debtor believes that the Plan is in the best interests of the Debtor, its Creditors and other
constituencies who are interested in the Debtor and its reorganization. The Plan will provide significant
recoveries to all Creditors which, in the judgment of the Debtor, greatly exceed those recoveries
available to Creditors under any other Plan which might be proposed by any other party in interest and
those recoveries which Creditors would receive if the Debtor's assets were liquidated under Chapter 7
of the Bankruptcy Code.

The Debtor recommends that holders of Impaired Claims vote to accept the Plan.
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BACKGROUND AND GENERAL INFORMATION
ABOUT THE DEBTOR

General

The Entertainment Collaborative, Inc. (*The EC") was created in 1998 as a Delaware holding company
for Tree Amigos, Inc. (“Trees”, established in 1989), Green Room (established in 1994) and Gypsy Tea Room
(established in 1997). The formation of the EC was designed to accomplish the following:

- Create a transactional vehicle that involved the cash infusion of $1,000,000.00 from Caraen
Barrett to the companies that would form The EC through a stock rollup

- Roll up exiting shares of Green Room, Trees and Gypsy Tea Room into a single entity, cashing
out certain investors, replacing other outside investors’ shares in Green Room and Gypsy Tea Room with EC
stock and providing a benefit to the founding shareholders by adding weight to their shares in the “transaction
wedge”. It also provided potential transactional possibilities in the future in either an IPO or share for share
exchange with a publicly held company;

- Create a Delaware Holding Company that provided tax benefits from the consolidation of the
three Texas entities;

- Create synergy and opportunity by being able to undertake new ventures without having to
seek additional investors or financing;

- Plan, construct and open two downtown projects—Jeroboam (established in 2001) and
Umilaut; and

- Create a management company to oversee the management of existing operations and the
construction and opening of future projects.

The stock rollup plan was putin place and the transaction was funded in the amount of $500,000.00
and not the $1,000,000.00 originally budgeted, An additional $500,000.00 would be funded by Barrettin 2001 if
certain performance requirements were met. The performance requirements were met; however Barrett
decided not to fund. The legal fees associated with the financing transaction and subsequent unraveling of the
transaction were excessive in light of the size of the investment, making the cost of the invested capital over-
market. The EC was forced to seek outside investors to finance design, construction and opening costs of
Jerohoam and Umlaut.

The EC operated five (3) businesses in the years leading to the filing of their Chapter 11 Cases. Trees,
a live music venue in the Deep Ellum district of Dallas, was first opened in 1989. The Green Room, a “5 star”
restaurant, was opened in 1994, Gypsy Tea Room, Dallas’ premier live music club venue, was openedin 1997,
Green Room and Gypsy Tea Room are also located in Deep Ellum. Jeroboam, a French-themed brasserie,
was opened in the historic Kirby Building on Main Streetin downtown Dallas in 2001, Umlaut, a cocktail lounge
and club in downtown Dallas was opened in 2001; all but 25% of Debtors’ interest in Umlaut was sold in 2004,

On and after September 11, 2001, convention and entertainment business in Dallas, and in particular
the Deep Ellum entertainment district of Dallas (where Green Room (now closed), Gypsy and Trees (also
closed) are located suffered significant declines. Only recently have these husiness shown signs of recovery
from the effects of the “9-11" disasters.

On July 28, 2004, a patron of Gypsy, David Cunniff (*Cunniff’}, suffered serious injuries as a result of an
assault by another patron of Gypsy. Cunniff filed suit against Gypsy and its parent company The Entertainment
Collaborative, Inc. (“The EC") to recover damages from this incident. Gypsy's and The EC’s insurer refused to
cover any losses from this incident, and neither Gypsy nor The EC were able to afford the cost of defending
Cunniffs claims. The Green Room, Gypsy Tea Room and Trees also suffered from a general community
perception that the Deep Ellum district was unsafe for patrons of any businesses in the district.

DISCLOSURE STATEMENT ACCOMPANYING PLAN OF REORGANIZATION OF GYPsY TEA ROoM, LLC PAGE 4




In early 2005, aninvestor in The EC, Caron Barrett (“Barrett’), filed suit against The EC and its officers
and directors, alleging, amoang other things, mismanagement of the Debtors and usurpation of corporate
opportunities. While the Debtors believed Barrett's claims to be without merit, the maintenance ofthese claims
was disruptive to Debtors’ businesses and required significant defense costs, which The EC was unable to fund.

Finally, each of The EC, Trees, Green Room, Jeroboam and Gypsy Tea Room suffered from common
shortcomings of lack of adequate capitalization failure to establish adequate internal controls, and inadequate
cash management. Because of the confluence of all of the above factors, the each of these entities determined
that it was in their best interests, and the hestinterests of their creditors, to file chapter 11 petitions on October
14 (Green Room and Gypsy), October 15 (Jeroboam) and December 15 (Rhythm) 2005,

Because of its inahility to come to an agreement with its landlord, Trees closed on New Years weekend
2005. The EC, Jeroboam, Green Room and Gypsy Tea Room filed a Joint Plan of Reorganization which was
set for confirmation before the Court on September 11, 2008. Prior to the confirmation hearing, the Plan was
withdrawn because of the inahility of Jeroboam and Green Room to meet current financial obligations, including
tax obligations to the IRS. The chapter 11 cases of The EC, Rhythm, Jeroboam and Green Room were
dismissed in late September 2008, and their respective businesses were closed in September 2006,

Gypsy Tea Room remains in chapter 11 and in November 2006 reached a tentative agreement with
Westdale Main, Ltd., its landlord, to settle certain pre-petition disputes and to enter intro a new 5 year lease for
its venue location in Deep Ellum. The Plan incorporates this settlement as an integral part of the
reorganization.

SUMMARY OF THE PLAN OF REORGANIZATION

THIS SECTION OF THE DISCLOSURE STATEMENT PROVIDES A SUMMARY OF THE PLAN AND
IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE PLAN. THE REPRESENTATIONS CONTAINED
IN THIS DISCLOSURE STATEMENT INCLUDE SUMMARIES OF THE PROVISIONS CONTAINED IN THE
PLAN AND IN DOCUMENTS REFERRED TO THEREIN, THE REPRESENTATIONS CONTAINED IN THIS
DISCLOSURE STATEMENT DO NOT PURPORT TO BE PRECISE OR COMPLETE REPRESENTATIONS
OF ALL THE TERMS AND PROVISIONS OF THE PLAN OR DOCUMENTS REFERRED TO THEREIN, AND
REFERENCE IS MADE TO THE PLAN AND TO SUCH DOCUMENTS FOR THE FULL AND COMPLETE
STATEMENTS OF SUCH TERMS AND PROVISIONS,

THE PLAN AND THE DOCUMENTS REFERRED TO THEREIN WILL CONTROL THE TREATMENT
OF A HOLDER OF A CLAIM OR EQUITY INTEREST UNDER THE PLAN AND SHALL, UPON THE
EFFECTIVE DATE, BE BINDING UPON A HOLDER OF A CLAIM AGAINST, OR AN EQUITY INTEREST IN,
THE DEBTORS AND OTHER PARTIES IN INTEREST.

General

The following summary is qualified in its entirety by reference to the provisions of the Plan of
Reorganization, a copy of which is annexed to this Disclosure Statement as Appendix A.

In general, a chapter 11 plan of reorganization (i} divides Claims and Interests into separate classes, (i)
specifies the property that each class is to receive under the plan, and (i) contains other provisions necessary
to the reorganization of the debtor. Under the Bankruptey Code, "claims” and "interests” are classified rather
than "creditors” and "owners" or "co-owners") because such entities may hold Claims or interestsin more than
ohe class. For purposes of this Disclosure Statement, the terms "Creditor” and "Interest Holder" refer to the
holder of a "Claim" or "Interest”, respectively, in a particular class under the Plan. The terms "Impaired
Creditor” and "Impaired Interest Holder" refer to Creditors and Interest Holders, respectively, to whom this
Disclosure Statement (and the related Ballots and other materials delivered together herewith) are being
furnished and who are entitled to vote to accept or reject the Plan.

A chapter 11 plan may specify that certain classes of Claims or interests are either to be paid in full
upon the effective date of the plan or are to remain unchanged by the reorganization effectuated by the plan.
Such classes are referred to as "unimpaired” and, because of such favorable treatment, are deemed to accept
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the plan. Accordingly, itis not necessary to solicit votes from the holders of Claims or equity interests in such
classes. A chapter 11 plan also may specify that certain classes will not receive any distribution of property.
Such classes are deemed to reject the plan and, therefore, need not be solicited to vote to accept or rejectthe
plan.

The terms proposed by the Debtor for the payment of Allowed Claims under the Plan of Reorganization
are hased on the Debtor's assessment of its need to reduce debt service requirements and to provide for the
repayment of debt on restructured terms, consistent with the Debtor's need to provide a reasonable cash
operating reserve.

The Plan provides that the "Effective Date" of the Plan of Reorganization will be the later to occur of (j)
the eleventh (11th) day (calculated under Bankruptcy Rule 9008) following the Confirmation Date and on which
no stay of the Confirmation Order is in effect, or (i} such other date which is no more than sixty (60) days after
the date determined under clause (i} of this sentence, as is fixed by the Debtor by filing a notice with the
Bankruptcy Court.

The Plan further provides that the Closing Date shall occur not less than thirty (30) days after the
Effective Date. Payments to all creditors under the Plan are calculated by reference to the Closing Date, or at
such other time(s) as are provided in the Plan.

The Plan provides that the Debtor shall sell all of its Operating Assets to New Gypsy and that New
Gypsy will issue the New Gypsy Master Note to the Creditor Trust in consideration of the sale of the Operating
Assets. The New Gypsy Master Note will be secured by the stock of New Gypsy and all of its Operating Assets.
All other Assets of the Debtor will be transferred to the Creditor Trust.

Classification and Treatment of Claims and Interests

Only Allowed Claims and Allowed Interests - that is, Claims and Interests which are not (i} in dispute, (ii)
contingent, {jii} unliquidated in amount, or (iv} subject to objection or estimation - are entitled to receive
distributions under the Plan,

Class 1 - Priority Claims arising under Bankruptcy Code Section 507 (Not Impaired)

The Debtor is not aware of any Class 1 claims arising under sections 507(a)(3) through 507(a)(6) of the
Bankruptcy Code other than approximately $40,000.00 in estimated attorneys fees to its chapter 11 counsel,
John E. Leslie ("Leslie™), which are subject to approval of the Bankruptcy Court. The Plan provides that Class 1
Allowed Claims will be paid, in cash and in full, thirty (30) days after the Effective Date, unless the holder of a
Class 1 Claim agrees to less favorable treatment. Class 1 Claims of Leslie will be assumed by New EC as a
co-abligor on the Effective Date.

Class 2 = Priority Tax Claims {Not Impaired)

The Plan provides that the Allowed Priority Tax Claims of the Internal Revenue Service, the Texas
Comptroller, Dallas County and the Texas Workforce Commission will be paid, in the manner set forth in
section 1129(b)(9Hc) of the Bankruptcy Code, from the proceeds of the New EC Note by the Creditor Trustee,
Payments to Class 2 Creditors will he made in equal monthly payments over a six (8) year period, together with
interest at eight (8%) per annum, commencing thirty (30) days after the Effective Date, or at such date as the
Class 2 Claims becomes Allowed Claims. Debtor anticipates filing a Motion for Determination of all Class 2
Claims under the provisions of Bankruptcy Code Section 505, with a hearing on such Motion to occur in
connection with the hearing on Confirmation of the Plan.

The Class 2 Priority Tax Claims, as filed with the Bankruptcy Court, are as follows:

Creditor
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IRS $40,829

Comptroller — Sales Tax 12,064
Comptroller — Mix Beverage 28,000
Dallas County 8,944
TWC 3,280
Total $

The Debtor estimates that, after determination of the Class 2 Claims by the Bankruptcy Court, that the amount
of the Class 2 Claims will not exceed $100,000.

Class 3 - Other Secured Claims {Not Impaired)

The Plan provides that each holder of a Class 3 Allowed Secured Claim, shall be treated as a separate
Class and, atthe sole option of the Creditors Trustee, such holder shall (i} be paid the amount of such holder's
Allowed Secured Claim in one cash payment from the Senior Claim Distribution Reserve on the later of (1)
thirty(30) days after the Effective Date (or as soon as reasonably practicable thereafter) or (2) fifteen (15)
Business Days following the date such Claim becomes an Allowed Other Secured Claim by Final Order or (ii)
receive such holder's Collateral. Alternatively, any holder of an Allowed Class 3 Secured Claim against the
Debtor may agree to a less favorable treatment with the Creditors Trustee. If the Creditors Trustee exercises its
option under subsections (i} or (i) above, upon the receipt of such cash or Collateral, the respective holder of
such Allowed Class 3 Secured Claim shall cause to be released any liens, security interests, or other
encumbrances securing the repayment of any and all Claims held by it against any of the Debtors. The
Creditors Trustee, atits option, may initiate litigation seeking a determination of the amount, extent, validity and
priority of any Liens securing any Class 3 Secured Claim and the extent to which any Creditors Trust Asset is
subject to such lien. Notwithstanding the foregoing, to the extent any such Allowed Other Secured Claim has
been assumed by New Gypsy, the holder of such Other Secured Claim shall look solely to New Gypsy for
payment and shall receive nothing from the Debtor, its Estate or the Creditors Trust. Class 3 Claims are not
Impaired under the Plan.

Class 4 — Claims of Westdale Main, Ltd.

Westdale Main, Ltd. ("Westdale") is the owner of the business premises occupied by Gypsy, which are
located at 2548 Elm Street and 2531 Main Street, in Deep Ellum, Dallas, Texas (the “Business Premises”).
Gypsy occupies the Business Premises as a tenant at will under Texas law. The Plan provides that, for and in
consideration of the Class 4 Claims of Westdale, New Gypsy will enter into a new lease for the Business
Premises, the terms of which are summarized as follows:

- Term, Rental Rates and Late Charges. Lessee agrees to lease and pay forthe Premises for a
term of thirty six (38) months commencing on the Effective Date, and terminating on
December 31, 2009,

- The minimum base rent shall be payable at the rate of $12,500 per month in advance on
the first day of each month for the month’s rental during the term.

- On the Effective Date, New Gypsy will pre-pay rent in the amount of $50,000, an amount equal
to four (4) months minimum base rental charges, in consideration of Westdale's Class 4
Claim.

In addition to the minimum base rent under the lease, New Gypsy shall be obligated to pay Westdale one
hundred per cent (100%) of all increases in property taxes and insurance charges related to the Business
Premises above the amount of property taxes and insurance charges in 2007. Class 4 Claims are Impaired
under the Plan,

Class 5 - Unsecured Claims of the Cunniff Creditors (Impaired)

Class 6 consists of the Allowed Claims of any creditors who claim damages or losses resulting from the
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injuries sustained by David Cunniff at Gypsy on July 26, 2004. The Plan provides that Holders of Class 5
Allowed Secured Claims of Cunniff Creditors shall receive a pro-rata undivided interest in the New Gypsy
Cunniff Note, which is an unsecured promissory note issued by New Gypsy on the Closing Date in the original
principal amount of $13,000.040, bearing interest at 8 percent (8%) per annum, maturing seventy-two (72)
months after the Closing Date, and payable in seventy-two (72) monthly installments of $262.96. Class 5
Claims are Impaired by the Plan.

Class 6 — Allowed Convenience Claims {Impaired)

Treatment. The Plan provides that each holder of an Allowed Convenience Claim shall be paid,
subject to the following paragraph, either (1) 25% of the amount of such holder’s Allowed Claim in one Cash
payment from the Senior Claim Distribution Reserve on the later of (A) thirty (30) days after the Effective Date
(or as soon as reasonably practicable thereafter) or (B) fifteen (15) Business Days following the date such
Claim becomes an Allowed Claim by Final Order or (2) such other less favorable treatment that may he agreed
upon in writing by the Creditors Trustee and such holder; provided, however, the aggregate amount payable to
alt holders of the Allowed Convenience Claims in Class 6 shall not exceed $3,500. If the aggregate amount
payable to all holders of Allowed Convenience Claims in Class 6 exceeds $3,500, each holder of an Allowed
Convenience Claim shall receive its Pro Rata share of $3,500.

Election to be Treated as Convenience Claim. By checking the appropriate box on a timely cast
Ballot, the holder of an Allowed General Unsecured Claim in an amount greater than $250.00 may elect to
reduce the amount of such holder’s Allowed Unsecured Claim to $250.00 and receive treatment as an Allowed
Convenience Claim. Such an election shall constitute a waiver of the right to collect, and a release of, the
amount of the Allowed Unsecured Claim in excess of $250.00, and the holder of such Allowed Convenience
Claim shall be deemed to have released the Debtors, Estates, the Creditors Trustee, the Creditors Trust, and
Creditors Trust Assets from any and all liahility for such excess amount. The holder of an Allowed General
Unsecured Claim that timely elects to reduce the amount of its Allowed Claim shall be deemed to be the holder
of an Allowed Convenience Claim for classification, voting, and all other purposes under this Plan.

Class 7 = All Other Unsecured Claims against the Debtors (Impaired)

The Plan provides that holders of all unsecured claims that are not Class 5 Claims or Class 8 Claims
shall receive their pro rata share of all proceeds from the Creditors Trust Assets and the New Gypsy Master
Note after payment of Class 1 Priority Claims, Class 2 Priority Tax Claims, Class 3 Secured Claims and Class 6
Allowed Convenience Claims, with such payments to be made, as funds are available, from the Creditor Trust
Assets not less often than semi-annually, so long as the Creditors Trust is in existence.

The Plan provides that the New Gypsy Master Note is a promissory note issued by New Gypsy to the
Creditors Trust on the Closing Date in the original principal amount of $125,000.00, bearing interest at eight
percent (8%) per annum, maturing seventy-twao (72) months after the closing Date and payable in seventy two
(72) monthly installiments of $2,191.60, secured by the stock and Operating Assets of New Gypsy . On the
Closing Date, and in exchange for the New Gypsy Master Note, the Creditor Trustee will convey all of the
Operating Assets of the Debtor to New Gypsy free and clear of all liens, claims and encumbrances except for
those liens, claims or encumbrances created in connection with the New Gypsy Master Note or otherwise
preserved in this Plan. The interest of Class 7 Creditors in the New Gypsy Master Note and in the collateral
securing the note will be junior subordinated to the interest of Class 2 Creditors in the New Gypsy Master Note
and the collateral securing the note.

The Debtor estimates that Creditors Trust Assets available to holders of Class 8 Claims will be inthe
range of $15,000 to $30,000, which will resultin an estimated distribution to holders of Class 8 Allowed Claims
of $.15 to $.20 per dollar of Allowed Claim.

Payments to Class 7 Creditors holding Allowed Claims shall commence not earlier than (1) thirty (30
days after the Effective Date or (2) the date such Class 7 Claim hecomes an Allowed Claim by Final Order.
Distributions of Available Cash on account of such Class 7 Claims shall be as further provided in Article VIl of
the Plan, and shall be subject to other applicable terms of the Plan and the Creditors Trust Agreement. A copy
of the Creditors Trust Agreement is annexed hereto as Exhibit C. Notwithstanding the foregoing, to the extent
any such Allowed General Unsecured Claim in Class 8 or Class 7of the Plan has been assumed by New
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Gypsy, the holder of such Claim shall look solely to New Gypsy for payment and shall receive nothing from the
Debtor or the Creditors Trust,

Class 8 = All Interests in the Debtors (Impaired)

The Plan provides that all Interests in the Debtors shall be cancelled as of the Effective Date. Holders
of any Interests in the Debtors shall receive no distributions or other consideration under the Plan.,

Identification of Impaired Claims and Interests;
Acceptance or Rejection of the Plan

The Plan provides that Class 4, 5, 6 and 7 Claims and Class 8 Interests are impaired under the Plan.
The Plan further provides that, in the event a controversy arises as to whether any Claims or Interests or any
Class of Claims or Interests are impaired under the Plan, the Bankruptcy Court shall, after notice and hearing,
determine such controversy.

The Plan provides, as required by the Bankruptcy Code, that each impaired Class of Claims or Interests
shall be entitled to vote separately to accept or reject the Plan, and that any unimpaired Class of Claims or
Interests will not be entitled to vote to accept or reject the Plan.

The Plan additionally provides, as required by the Bankruptcy Code, that a Class of Claims shall have
accepted the Plan if (i) the holders (other than any holder designated under subsection 1126(e) of the
Bankruptcy Code) of at least two-thirds in amount of the Allowed Claims actually voting in such Class have
voted to accept the Plan and (ii} more than one-half in number of the holders (other than any holder designated
under subsection 1126(e) of the Bankruptcy Code) of such Allowed Claims actually voting in such Class have
voted to accept the Plan.

In the event that any impaired Class of Claims shall fail to accept the Plan in accordance with section
1128(a) of the Bankruptcy Code, the Plan provides that the Debtor reserves the right to request that the
Bankruptcy Court confirm the Plan in accordance with subsection 1129(h)(8) of the Bankruptcy Code. The
provisions of section 1129(a) (8) of the Bankruptcy Code, together with the provisions of section 1129(h) ofthe
Bankruptcy Code, are commonly referred to as the "cram down" provisions applicable in bankruptcy
proceedings.

Effectiveness of the Plan

Conditions to Confirmation. The Plan provides that the only condition precedent to Confirmation of
the Plan is entry of the Confirmation Order in a form satisfactory to the Debtor.

Conditions Precedent to Effectiveness. The Plan provides that the following are conditions
precedent to the occurrence of the Effective Date, and the requirement of the Debtor to fund or pay any of its
ohligations under the Plan;

(a) the Confirmation Order, in form and substance reasonably satisfactory to the Debtors, shall have
been entered by the Bankruptcy Court and shall not be subject to a stay;

(b) the Cash held by the Estates is in an amount that is reasonably anticipated to satisfy the obligations
of the Creditors Trust payable within ninety (90) days after the Effective Date, including, but not limited to,
amounts payable to holders of Allowed Administrative Claims, Allowed Professional Fee Claims, U.S. Trustee
Fees, Allowed Priority Claims, Allowed Other Secured Claims, Allowed Convenience Claims, and the costs and
expenses relating to the administration of the Creditors Trust Assets;

(c) the Creditors Trustee shall he appointed by the Court;

(d) the Creditors Trust Assets shall be transferred to the Creditors Trust;

(e) the Bankruptcy Court shall have determined that the Creditors Trustee is duly authorized to
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take the actions contemplated in the Plan and the Creditors Trust Agreement which approval and
authorization may be set forth in the Confirmation Order;

f) the Creditors Trust Agreement shall be executed and the Creditors Trust shall he established
and become effective; and

fs)) all other agreements contemplated by, or entered into pursuant to, the Plan shall have been
duly and validly executed and delivered by the parties thereto and all conditions to their effectiveness
shall have been satisfied or waived.

Creation of the Creditors Trust

General. On the Effective Date, the Creditors Trust shall be formed pursuant to the Plan and the
Creditors Trust Agreement and the Creditors Trust Assets shall be transferred to and vestin the Creditors Trust
pursuant to the terms of the Creditors Trust Agreement. In accordance with the Plan and the Creditors Trust
Agreement, the Creditors Trustee shall (a) pay or provide for payments required by the Plan to he made to
holders of Allowed Administrative Claims, Allowed Professional Fee Claims, and U.S. Trustee Fees and to
holders of Allowed Claims in Classes 1, 2, 3, 4, 5, 6 and 7 and (h) distribute any remaining Creditors Trust
Assets to the holders of Allowed Claims in Class 7.

To fund the Creditors Trust, by operation of the Confirmation Order, the Creditors Trustee shall be in
possession of, and have title to, all the Creditors Trust Assets as of the Effective Date. The Creditors Trustee
shall be substituted as the plaintiff in all lawsuits pending in which the Debtor is the plaintiff as of the Effective
Date. The conveyances of all Creditors Trust Assets shall be accomplished pursuant to the Plan and the
Confirmation Order and shall he effective upon the Effective Date, without the need of further documentation or
instruments of conveyance, other than the Plan and the Confirmation Order. Upon the Effective Date, the
Creditors Trust shall also be deemed to have taken (a) an assignment of all Causes of Action against third
parties for obligations or claims existing on or created by virtue of the Effective Date, unless expressly released
herein, (b) assignments of bank accounts containing Cash in the possession of the Debtors and the Estates,
and {c¢) an assignment, bill of sale, deed and/or release covering all other Creditors Trust Assets, The Creditors
Trust shall hold the Creditors Trust Assets free and clear of any Liens, Claims, encumbrances, or interests in
such property of any other Person except as provided in the Plan. The Creditors Trustee may present such
Orders to the Bankruptcy Court as may he necessary to require third parties to accept and acknowledge such
conveyance to the Creditors Trust. Such Orders may be presented without further notice other than as has been
given in the Plan. The transfer and assignment of the Creditors Trust Assets to the Creditors Trust on the
Effective Date shall he made pursuant to the terms of the Plan and to the fullest extent permitted by law, shall
be exempt from all stamp taxes and similar taxes within the meaning of Bankruptcy Code § 1146(c).

The Creditors Trustee. The Creditors Trustee shall retain and have all the rights, powers and duties
necessary to carry out its responsibilities under the Plan and Creditors Trust Agreement, and as otherwise
provided in the Confirmation Order. The Creditors Trustee shall be the exclusive trustee of the Creditors Trust
Assets for the purposes of 31 U.8.C. § 3713(b) and 28 U.S.C. § 8012(b) (3), as well as the representative of the
Estates appointed pursuant to Bankruptey Code § 1 123(b) (3) (B). Subject to the Bankruptcy Court's approval
and appointment of the selection of the Creditors Trustee at the Confirmation Hearing, Peter J. Collumb of
Plano, Texas shall initially serve as the Creditors Trustee. Matters relating to the appointment, removal and
resignation of the Creditors Trustee and the appointment of any successor Creditors Trustee shall be set forth
in the Creditors Trust Agreement. The Creditors Trustee shall be required to perform its duties as set forth in the
Plan and the Creditors Trust Agreement. No bond shall be required of the Creditors Trustee.,

Retention of Professionals. The Creditors Trustee shall have the right to retain the services of
attorneys, accountants, and other agents that, in the discretion of the Creditors Trustee, are necessary to assist
the Creditors Trustee in the performance of its duties. The reasonable fees and expenses of such Professionals
shall be paid by the Creditors Trust upon the monthly submission of statements to the Creditors Trustee. The
payment of the reasonable fees and expenses of the Creditors Trustee’s retained Professionals shall be made
in the ordinary course of business from the Creditors Trust and shall not be subject to the approval of the
Bankruptcy Court. Professionals of the Debtors and the Committee in these Cases shall be eligible for retention
by the Creditors Trustee.
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Compensation of the Creditors Trustee. The Creditors Trustee's compensation, on a post-Effective
Date basis, shall be determined by the Bankruptcy Courtin the amount disclosed in the Plan. The payment of
the fees of the Creditors Trustee and any Professionals retained by the Creditors Trustee shall be made in
accordance with the Creditors Trust Agreement.

Creditors Trust Expenses. Subject to the provisions of the Creditors Trust Agreement, all costs,
expenses and obligations incurred by the Creditors Trustee in administering this Plan or the Creditors Trust, in
any manner connected, incidental or related thereto, in effecting distributions from the Creditors Trust
hereunder {including the reimbursement of reasonable expenses) shall be a charge againstthe Creditors Trust
Assets remaining from time to time in the hands of the Creditors Trustee. Such expenses shall be paid as they
are incurred without the need for Bankruptcy Court approval.

Liability; Indemnification. Neither the Creditors Trustee, nor any of its Professionals, nor any duly
designated agent or representative of the Creditors Trustee, or their respective employees, shall be liable for
the act or omission of any other designee, agent or representative of the Creditors Trustee, other than acts or
omissions resulting from such Person’s misconduct, negligence or fraud. The Creditors Trustee may, in
connection with the performance of its functions, and in its sole absolute discretion, consult with attorneys,
accountants and agents, and shall not be liable for any act taken, omitted to be taken, or suffered to be done in
accordance with advice or opinions rendered by such Professionals. Notwithstanding such authority, the
Creditors Trustee shall be under no obligation to consult with attorneys, accountants or its agents, and its
determination to not do so should not result in imposition of liability on the Creditors Trustee unless such
determination is based on misconduct, negligence or fraud. The Creditors Trust shall indemnify and hold
harmless the Creditors Trustee and its agents, representatives, Professionals, and employees from and against
and in respect to any and all liabilities, losses, damages, claims, costs and expenses, including, but not limited
to attorneys’ fees and costs arising out of or due to their actions or omissions, or consequences of such actions
or omissions, with respectto the Creditors Trust or the implementation or administration of the Plan; provided,
however, that no such indemnification will be made to such Persons for such actions or omissions as a result of
misconduct, negligence or fraud.

Plan is Motion to Transfer Creditors Trust Assets and to Sell Operating Assets to New EC free
and clear of liens. This Plan shall be considered a motion pursuant to Bankruptcy Code §363(b) and {f) and
365 to transfer any and all of the Creditors Trust Assets as of the Effective Date to the Creditors Trust free and
clear of liens, claims and encumbrances, except as otherwise provided in this Plan. The Plan shall also be
considered a motion pursuant to Bankruptcy Code §363(b) and (f) and 365 to transfer all of the Operating
Assets to New Gypsy or its designee free and clear of liens, claims and encumbrances, except as otherwise
provided in the Plan. New Gypsy shall issue the New Gypsy Master Note in the original principal amount of
$125,000.00 in consideration of such transfer. The Plan provides that any objections to such transfers
miists be made as an objection to Confirmation of the Plan to be heard at the Confirmation Heariny.
After the Effective Date, the Creditors Trustee may present an Order or Orders to the Bankruptcy Court,
suitable for filing in the records of every county or governmental agency where property of the Debtors is
located, which provide that such property is conveyed to the Creditors Trust and New Gypsy free and clear of all
liens, claims, and encumbrances. The Order or Orders may designate all liens, claims, and encumbrances
which appear of record and/or from which the property is being transferred free and clear. The Plan shall be
conclusively deemed to be adequate nofice that such lien, claim, or encumbrance is being extinguished, and no
notice, other than by the Plan, shall be given prior to the presentation of such Order. Any Person having a lien,
claim, or encumbrance against any Creditors Trust Assets or Operating Assets shall be conclusively deemed to
have consented to the transfer of such property to the Creditors Trust and New Gypsy free and clear of such
lien, claim, or encumbrance by failing to object to confirmation of this Plan.

Execution and Implementation of the Plan

Revesting of Assets. The Plan provides that the property of the Debtor’s Estates other than Operating
Assets transferred to New Gypsy shall vest in the Creditors Trust free and clear of liens, claims, and
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encumbrances, except those liens, claims or encumbrances created continued under the Plan. New Gypsy
may operate its business and may use any of the Operating Assets free of any restrictions of the Bankruptcy
Code.

Disbursing Agent. The Plan provides that the Creditor Trustee shall serve as the disbursing agent for
all distributions under the Plan,

Modification of the Plan

The Plan provides that the Debtor may alter, amend, or modify the Plan under section 1127 of the
Bankruptcy Code at any time prior to the Confirmation Date. After the Confirmation Date, and prior to
substantial consummation of the Plan, the Debtor may, so long as it does not adversely affect the treatment of
holders of Claims or Interests under the Plan, institute proceedings in the Bankruptcy Court to remedy any
defect or omission or reconcile any inconsistencies in the Plan, the Disclosure Statement, or the Confirmation
Order, and such matters as may be necessary to carry out the purposes and effects of the Plan; provided,
however, that prior notice of such proceedings is served in accordance with Bankruptcy Rules 2202 and 9014,

Retention of Jurisdiction

The Plan provides that the Bankruptcy Court shall have exclusive jurisdiction of all matters arising out
of, and related to, the Chapter 11 Case and the Plan pursuant to, and for the purposes of, sections 105(a) and
1142 of the Bankruptcy Code.

Revocation or Withdrawal

The Plan provides that the Debtor will reserve the right to revoke or withdraw the Plan prior to the
Confirmation Date. If the Debtor revokes or withdraws the Plan prior to the Confirmation Date, or if the
Confirmation Date or the Effective Date do not occur, then the Plan shall be deemed null and void. In such
event, nothing contained herein shall be deemed to constitute a waiver or release of any Claims by or against
the Debtor or any other person or to prejudice in any manner the rights of the Debtor or any person in any
further proceedings involving the Debtor.

No Discharge

Except as otherwise provided in the Plan, pursuant to Bankruptcy Code § 1141, the Confirmation of the
Plan will not discharge the Debtors of any debts. The Plan does, however, Contain an injunction and certain
release provisions in section 15.4.

Moratorium, Injunction and Limitation of Recourse for Payment

Except as otherwise provided in the Plan or by subsequent Order of the Bankruptcy Court, the
Confirmation Order shall provide, among other things, that from and after the Effective Date, all Persons who
have held, hold, or may hold Claims against, or Equity Interests in, the Debtor are permanently enjoined from
taking any of the following actions against the Estates, the Debtor, the Creditors Trustee or the Creditors Trust,
or any of their respective officers, directors, attorneys or financial advisors or any of their respective property or
other assets on account of any such Claims or Equity Interests: (a) commencing or continuing, in any manner or
in any place, any action or other proceeding; (b} enforcing, attaching, collecting or recovering in any manner
any judgment, award, decree or order; (¢} creating, perfecting or enforcing any Lien or encumbrance; (d)
asserting a setoff, right of subrogation or recoupment of any kind against any debt, liability or obligation due to
the Debtor or the Creditors Trust; and (&) commencing or continuing, in any manner or in any place, any action
that does not comply with or is inconsistent with the provisions of the Plan; provided, however, nothing contained
herein or in the Confirmation Order shall preclude (x) such Persons from (i) exercising their rights pursuant to
and consistent with the terms of the Plan and (ii) asserting claims or causes of action against any other Person
(other than the Debtor, the Estates or the Creditors Trust and their respective property and assets) provided that
such claims or causes of action are not property of any of the Estates or the Creditors Trust, are personal and
direct, and are not derivative in nature; and (y) the Creditors Trust or the Creditors Trustee from exercising their
rights and remedies pursuant to and consistent with the terms of the Plan or the Creditors Trust Agreement,
including, but not limited to, the pursuit of all Causes of Action.
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