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UNITED STATES BANKRUPTCY COURT
DISTRICT OF SOUTH CAROLINA

In re: CHAPTER 11

The Cliffs Club & Hospitality Group, Inc., ef Case No. 12-01220
al.,' d/b/a The Cliffs Golf & Country Club,

Debtors,
Jointly Administered
JOINT CHAPTER 11 PLAN
FILED BY THE DEBTORS AND THE PLAN SPONSOR
MAY 22,2012

MCKENNA LONG & ALDRIDGE LLP LAW OFFICE OF DANA WILKINSON
Gary W. Marsh Déna Wilkinson
J. Michael Levengood 365-C East Blackstock Road
Bryan E. Bates Spartanburg, SC 29301
303 Peachtree Street, Suite 5300 Telephone: (864) 574-7944
Atlanta, Georgia 30308 Facsimile: (864) 574-7531
Telephone: (404) 527-4000 danawilkinson@danawilkinsonlaw.com

Facsimile: (404) 527-4198

Counsel for the Debtots and Debtors in Possession

HOLLAND & KNIGHT NEXSEN PRUET, LLC
John Monaghan Julio E. Mendoza, Jr.

10 St, James Avenue, 11th Floor 1230 Main Street, Suite 700
Boston, MA 02116 Columbia, SC 29201
Telephone: (617) 523-5834 Telephone: (803) 771-8900
Facsimile: (617) 523-6850 Facsimile: (803) 727-1478

Counsel for Cliffs Club Partners, LLC, the Plan Sponsor

' The Debtors, followed by the last four digits of their respective taxpayer identification numbers and

Chapter 11 case numbers, are as follows: The Cliffs Club & Hospitality Group, Inc. (6338) (1201220);
CCHG Holdings, Inc. (1356) (12-01223); The Cliffs at Mountain Park Golf & Country Club, LLC (2842)
(12-01225); The Cliffs at Keowee Vineyards Golf & Country Club, LLC (5319) (1201226); The Cliffs
at Walnut Cove Golf & Country Club, LLC (9879) (1201227); The Cliffs at Keowee Falls Golf &
Country Club, LLC (3230) (12-01229); The Cliffs at Keowee Springs Golf & Country Club, LLC (2898)
(12-01230); The Cliffs at High Carolina Golf & Country Club, LL.C (7576) (1201231); The Cliffs at
Glassy Golf & Country Club, LLC (6559) (12-01234); The Cliffs Valley Golf & Country Club, L1.C
(6486) (12-01236); and Cliffs Club & Hospitality Service Company, LLC (9665 (12-01237).0
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The New Clubs will operate the Clubs and complete the Mountain Park golf course, The
Plan Sponsor pursuant to the Mountain Park Facility will provide funds for that completion,

ALL CREDITORS OF AND HOLDERS OF INTERESTS IN THE DEBTORS ARE
ENCOURAGED TO READ THE PLAN AND THE DISCLOSURE STATEMENT IN THEIR
ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT THE PLAN. SUBJECT TO
CERTAIN RESTRICTIONS AND REQUIREMENTS SET FORTH IN SECTION 1127 OF
THE BANKRUPTCY CODE, BANKRUPTCY RULE 3019 AND THE PLAN, THE DEBTORS
(WITH THE CONSENT OF THE PLAN SPONSOR) RESERVE THE RIGHT TO ALTER,
AMEND, MODIFY, REVOKE OR WITHDRAW THE PLAN PRIOR TO ITS SUBSTANTIAL
CONSUMMATION,

Capitalized terms used herein shall have the meanings set forth in Article I hereof, At the
request of the Debtors, the Bankruptey Court has entered an Order to jointly administer the
Chapter 11 Cases. Accordingly, the Plan is being proposed as a joint plan of the Debtors and the
Plan Sponsor, Claims against, and Interests in, the Debtors (other than the DIP Facility Claim,
Administrative Claims and Priority Tax Claims) are classified in Article II hereof and the
treatment thereof is described in Article IIT hereof.

ARTICLE I
DEFINITIONS, INTERPRETATION AND EXHIBITS

Section 1.01 Definitions. Unless the context requires otherwise, the following terms shall
have the following meanings whether presented in the Plan or the Disclosure Statement with
initial capital letters or otherwise. As used herein:

“Accepting Club Member Claims” means all Club Member Claims held by Members In
Good Standing who indicate on their Ballot an election of the New Club Membership Option,
and, on or before the Effective Date, (i) enter into the New ClubCo Membership Plan, (ii) pay the
applicable Transfer Fee; and (iii) commit to pay the Annual Dues for the first year following the
Effective Date,

“Access Fees” meansy-subjeetto-ndjustnent: a fee charged to any owner of a lot who had

not previously been a Club Member_ IS THIS SUPPOSED TO EXCLUDE A MEMBER OR.
FORMER MEMBER THAT DID NOT PAY AN ACCESS FEE ON THE LOT IN QUESTION

BUT DID PAY A FEE ON A DIFFERENT LOT?], or any purchaser of such a lot, to become a
member of New ClubCo, calculated as 8% of the gross purchase price attributable to the sale of
such lot, provided, however, that as to any lot in which NewCo or any insider or atfiliate of
NewCo holds an interest, payment of Access Fees shall not commence until the Resolution Date,

“Acquired Assets” means all assets of all of the Debtors other than those assets that
constitute Excluded Assets under the Asset Purchase Agreement.

“Adequate Protection Claims” means all liens and claims of the Prepetition Senior
Secured Parties granted pursuant to the Cash Collateral Order or subsequent order of the
Bankruptcy Court.

-3
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“Financing Order” means the Order entered in the Chapter 11 Case on March 6, 2012 at
Docket No. 99 and the Order entered in the Chapter 11 Case on March 16, 2012 at Docket No.
181, entered by the Bankruptcy Court permitting Debtor in possession financing pursuant to
section 364 of the Bankruptcy Code, and any extensions or amendments thereof,

“General Unsecured Claims” means, collectively, Rejection Claims, Rejecting
Non-Contingent Club Member Claims and any other Claim that is not an Administrative Claim,
DIP Facility Claim, Priority Tax Claim, Professional Fee Claim, or an otherwise classified
Claim,

“General Unsecured Claims Fund” means the General Unsecured Claim Plan Sponsor
Funding.

“General Unsecured Claims Plan Sponsor Funding" means the funding provided by the
Plan Sponsor to the Liquidation Trustee for the General Unsecured Claims Fund consisting of a
$953,867 payment on the Effective Date, which shall constitute an Exit Cost, and a $953,867
payment on the first anniversary of the Effective Date as well as a $953,867 payment on the
second anniversary of the Effective Date, bothall of which shall be part of the Equity Infusion.

“Governmental Unit” shall have the meaning set forth in section 101(27) of the
Bankruptcy Code,

“Gross Revenues” shall mean all New ClubCo revenues (including, but not limited to,
Access Fees, net Membership Initiation Fees, Annual Dues (net of Dues Credits), food &
beverage, rental, golf, tennis, wellness, merchandise, and all other revenues).

“Guarantors” means CCHG Holdings, Inc., each of The Cliffs Club & Hospitality Group,
Inc.’s subsidiaries, and James B. Anthony, individually, pursuant to Article X of the Indenture
and the Debtors who are guarantors under any other documents,

“Guaranteed Minimum Lease Payment” means one million dollars ($1,000,000) annually.

“Holder” means an Entity holding a beneficial interest in a Claim or Interest and, when
used in conjunction with a Class or type of Claim or Interest, means a holder of a beneficial
interest in a Claim or Interest in such Class or of such type.

“Impaired” means, when used with reference to a Claim or Interest, a Claim or Interest
that is impaired within the meaning of section 1124 of the Bankruptcy Code.

“Impaired Claim™ means a Claim which is Impaired.

mpaired Intere ns an Interes ich is | ired.
“Ir ed Interest” means an Interest which is Impaired

13-
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“New Clubs” means the wholly owned limited liability companies of New ClubCo
following the Effective Date,

“New Club Membership Option” means the option of the Holder of a Claim arising from
a Membership Deposit Obligation of a Debtor to opt, as indicated on a Ballot, to receive, in full
and final satisfaction of any and all claims (other than a Note Holder Claim) it may have against
any of the Debtors, the treatment set forth in Article 3.13 of the Plan,

“New ClubCo Membership Plan” means that certain Membership Plan relating to
memberships with New ClubCo, and ancillary documents and agreements therewith, including
The Cliffs Clubs Master Membership Plan, The Cliffs Clubs Application and Membership
Agreement For Historic Member, and Historic Member Addendum, that is attached hereto as
Exhibit 2 or will be attached as an Exhibit to a Plan Supplement.

“NewCo” means The Cliffs Club Holdings, LLC.

“Note Holder Claim” means as of the Petition Date the aggregate amount of $73,531,505
owad by the Debtors 10 approximately 535 Note Holders, lus any dues crecht or subordlnated

th& xllM&%ﬁwébLNDIQ Claim as defined. m-_t.mx\i;\:SLLQ Halgral. m«_a‘_lgm;maz tluf Indenture.

Trustee's riphtle e anrool of clmm Lan ummmd amoum and the Debiors’ vight o oblectio

“Note Holders” means, collectively, the holders of the Notes,

“Note Obligations” means the obligations created by the Notes and any of the other Note
Documents, which as of the Petition Date totaled an amount not less than $73,531,505, secured
by the Prepetition Note Collateral.

“Notes” means, collectively, the Series A Notes and the Series B Notes, issued in the
aggregate principal amount of $64,050,000,

“Objection” means any objection, application, motion, complaint or any other legal
proceeding seeking, in whole or in part, to Disallow, determine, liquidate, classify, reclassify or
establish the priority, expunge, subordinate or estimate any Claim (including the resolution of
any request for payment of any Administrative Claim) or Interest other than a Claim or an
Interest that is Allowed.

“Ordinary Course Trade Claims” means all trade accounts payable incurred by the
Debtors after the Petition Date in the ordinary course of business and outstanding as of the
Effective Date.

“Parent” in the case of Debtor CCHG Holdings, Inc, means Cliffs Communities, Inc., in
the case of Debtor The Cliffs Club & Hospitality Group, Inc. means CCHG Holdings, Inc., and
in the case of the remaining Debtors means The Cliffs Club & Hospitality Group, Inc.

-17-
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applications by the required deadline shall be forever barred from asserting such Claims against
the Debtors, the Plan Sponsor, the Liquidation Trustee or the Indenture Trustee, and such
Professional Fee Claims shall be deemed discharged as of the Effective Date. Objections to any
Professional Fee Claims must be filed and served on counsel for the Debtors, counsel for the
Plan Sponsor, counsel for the Committee, counsel for the Indenture Trustee, and the Liquidation
Trustee and the requesting party on or before twenty-one (21) days after the filing and service of
such request,

Section 3.04 DIP Facility Claims. The DIP Facility Claims shall be repaid by the Debtors
in full, in Cash, on the Effective Date in full and final satisfaction, settlement and release of such
DIP Facility Claims,

Section 3.05 Priority Tax Claims. Except as otherwise provided for in the Plan, on (i) the
Initial Distribution Date, if a Priority Tax Claim is Allowed as of the Effective Date, or (ii) the
first Distribution Date after the date such Priority Tax Claim becomes Allowed, each holder of an
Allowed Priority Tax Claim shall receive from the New ClubCo, in full satisfaction, settlement
and release of, and in exchange for, such Allowed Priority Tax Claim, (A) Cash of New ClubCo
equal to the amount of such Allowed Priority Tax Claim, (B) such less favorable treatment as to
which such Debtors (with the consent of the Plan Sponsor), and the holder of such Allowed
Priority Tax Claim shall have agreed upon in writing; or (C) at the option of the Debtors, Cash of
New ClubCo in an aggregate amount of such Allowed Priority Tax Claim payable in installment
payments over a period of not more than five (5) years after the Petition Date, pursuant to section
1129(a)(9)(C) of the Bankruptcy Code.

Section 3.06 Other Priority Claims. Except as otherwise provided for in the Plan, on the
seventh (7%) day following the later of the Closing Date under the Asset Purchase Agreement or
the date on which such Priority Claim is Allowed, the New ClubCo will pay in full, in Cash, all
other Priority Claims.

Section 3.07 Class |: Indenture Trustee — Note Holder Claims.

(a) Classification: Class 1 consists of the Indenture Trustee — Note Holder Claims
against the Debtors,

(b) Tredtrnent Cld‘ﬁ 1 lndenture TlLlStCC - Note Holder Clalms are Impa1red (—)ﬂIb,e_

represented by the Indenture Trustee will be satisfied thr ough a combmatlon of (x) a modification
of the terms of the Notes to provide for repayment of the principal amount of $64,050,000,
without interest, in twenty (20) annual payments beginning on the one year anniversary of the
Effective Date in the amount of the greater of $1 million or 50% of New ClubCo Net Cash Flow
and with a balloon payment of the remaining principal, if any, at maturity, all paid through the
Indenture Trustee to the Note Holders subject to the terms of the Notes and Indenture, as may be

28
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modified and amended, and (y) the modification of the Prepetition Facility Documents, including
without limitation, the Pledge and Security Agreement and the Collateral Trust Agreement to
subordinate the Liens of the Indenture Trustee to the Exit Facility and the Mountain Park
Facility, after which the Debtors will transfer the Real Property Collateral and substantially all
other property of the Debtors to the Plan Sponsor, subject only to the Permitted Liens and
otherwise free and clear of all liens, claims and encumbrances, followed by the Plan Sponsor’s
and/or Indenture Trustee SPE’s execution of the Exit Facility and the Mountain Park Facility,
and then the Plan Sponsor shall contribute these assets to the Indenture Trustee SPE, subject to
the Permitted Liens, in return for a 100% economic and managing membership interest in the
Indenture Trustee SPE (the Indenture Trustee will hold a 0% non-economic membership interest
in the Indenture Trustee SPE), and the Indenture Trustee SPE will assume the modified Notes, all
in satisfaction of the Note Holder Claims against the Debtors and the Guarantors of the Note
Holder Claims, as well as against NewCo or New ClubCo arising under the Notes or the Notes as
modified and amended., Then, the Indenture Trustee SPE will enter into the Lease(s) with New
ClubCo (or its subsidiary entities, at the sole option and in the sole discretion of New ClubCo)
and New ClubCo, in turn, may enter into subleases with its subsidiaries or affiliates. From and
after the Effective Date, the Debtors shall have no liability to the Indenture Trustee or to the Note
Holders, Upon receipt of title to the Acquired Assets—from-the-Debtors, the Indenture Trustee
SPE shall execute such documents as are required to evidence its assumption of the Notes and
underlying security interest(s) as modified pursuant to the Plan and to secure the obligations
thereunder. In the event the Plan Sponsor gr the Indenture Trustee SPE defaults under the Note
Restructuring Agreement subsequent to the Effective Date, the Indenture Trustee will have a
number of remedies, including without limitation, the following: (i) the right to foreclose on the
assets subject to its liens; (if) the right to require deeds in lieu of foreclosure; and (iii) the right to
acquire the 100% economic member interest of the Plan Sponsor in the Indenture Trustee SPE,
The foregoing shall be effectuated and governed by the terms of certain operative documents,
which shall include but shall not be limited to: Note Restructuring Agreement by and between
the Debtors and the Indenture Trustee, Assumption Agreement by and between Cliffs Club
Partners and the Indenture Trustee; Assumption Agreement by and between Indenture Trustee
SPE and the Indenture Trustee; Master Lease by and between Indenture Trustee SPE and Cliffs
Club Partners; Mortgages/Deeds of Trust by and between Indenture Trustee SPE and the
Indenture Trustee; Security Agreement by and between Indenture Trustee SPE and the Indenture
Trustee; Collateral Assignment of IP/License Agreement by and between Indenture Trustee SPE
and the Indenture Trustee; Deeds in Lieu/Escrow Agreement by and between Indenture Trustee
SPE and the Indenture Trustee; Amendment to Indenture; Indenture Trustee SPE Operating
Agreement; Establishment of IT Representative, LLC; and Subleases by and between Cliffs Club
Partners and the golf operating subsidiaries. Each of the Note Holders by voting its Class 1
Claim to accept the Plan is deemed to consent to the use of the Indenture Trustee’s cash collateral
by the Debtors to fund Distributions under the Plan, to the subordination of its Liens to those of
the Exit Facility and the Mountain Park Facility and to all other provisions of the Plan that affect
the Note Holders. By accepting the Plan, the Note Holders and the Indenture Trustee will be
deemed to waive the right: (i) to any dues credits or club credits; (ii) the right to any subordinate
lien securing their Membership Deposit obligations; and (iii) the right to any deficiency claim
against the Debtors and Guarantors of the Note Holder Claims (but not their Membership
Deposit Obligations that are treated under Plan Class 7).

29.
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the Closing Date: (i) the Allowed Secured Claims of the Note Holders represented by the
Indenture Trustee will be satisfied through a combination of (x) a modification of the terms of
the Notes to provide for repayment of the principal amount of $64,050,000, without interest, in
twenty (20) annual payments beginning on the one year anniversary of the Effective Date in the
amount of the greater of $1 million or 50% of New ClubCo Net Cash Flow and with a balloon
payment of the remaining principal, if any, at maturity, all paid through the Indenture Trustee to
the Note Holders subject to the terms of the Notes and Indenture, as may be modified and
amended, and (y) the modification of the Prepetition Facility Documents, including without
limitation, the Pledge and Security Agreement and the Collateral Trust Agreement to subordinate
the Liens of the Indenture Trustee to the Exit Facility and the Mountain Park Facility, after which
the Debtors will transfer the Real Property Collateral and substantially all other property of the
Debtors to the Plan Sponsor, subject only to the Permitted Liens and otherwise free and clear of
all liens, claims and encumbrances, followed by the Plan Sponsor’s and/or Indenture Trustee
SPE’s execution of the Exit Facility and the Mountain Park Facility, and then the Plan Sponsor
shall contribute these assets to the Indenture Trustee SPE, subject to the Permitted Liens, in
return for a 100% economic and managing membership interest in the Indenture Trustee SPE (the
Indenture Trustee will hold a 0% non-economic membership interest in the Indenture Trustee
SPE), and the Indenture Trustee SPE will assume the modified Notes, all in satisfaction of the
Note Holder Claims against the Debtors and the Guarantors of the Note Holder Claims, as well
as against NewCo or New ClubCo arising under the Notes or the Notes as modified and
amended, after which the Indenture Trustee SPE will enter into the Lease(s) with New ClubCo
(or its subsidiary entities, at the sole option and in the sole discretion of New ClubCo) and New
ClubCo, in turn, may enter into subleases with its subsidiaries or affiliates; (ii) the DIP Facility
will be repaid by the Plan Sponsor in full, in Cash, on the Effective Date in full and final
satisfaction, settlement and release of such DIP Fagility Claims; (iii) the Allowed Secured Claim
of the Bridge Lender represented by the Indenture Trustee will be satisfied on the Effective Date
by the Plan Sponsor; (iv) the Plan Sponsor will, in conjunction with the Debtors, undertake
commercially reasonable efforts to obtain substantially all other property used by the Debtors in
connection with the operation of the Clubs, receipt of which is a condition to the Plan Sponsor's
obligation to close the transaction contemplated herein, and, upon receipt of title to such assets,
will contribute that title to the Indenture Trustee SPE, subject to the Permitted Liens and
otherwise free and clear of all liens, claims and encumbrances, in accordance with the Asset
Purchase Agreement; and (v) the Liquidating Trust will be formed, and the Plan Sponsor will
transfer to the Liquidation Trustee amounts sufficient to satisfy Allowed Administrative Claims,
Allowed Priority Claims, Allowed Mechanic's Lien Claims and Allowed Administrative
Convenience Claims in full, together with General Unsecured Claims Sponsor Funding (payable
in three annual installments), while the Debtors will transfer to the Liquidation Trustee the
Retained Actions, with such transfers to be free and clear of all liens, claims and encumbrances
for the purpose of making Distributions to Creditors who will be the beneficiaries of the
Liquidating Trust. Upon consummation of the Sale, the Permitted Liens shall no longer be
obligations of the Debtors or their Estates, and any Holder of any claim with respect thereto shall
have no recourse on account of such Claim against the Debtors or their Estates. Notwithstanding.
anyihing else in. ILJiz.ﬁlgi,Ll&:Ql&ng:b‘AmUl@ Statement, or.othersvise, the Notes shall nol be deemed.
satisfied and. ished, but rather restruetred under the termg of this Plan and.related
si,gzg;<1ns,ni.hwk_i_il_lgggumgng},J“!<1msz_¢m1;;%nml.u.;&%&ggmm_gglﬁ,hs&mewg,;wsztnsg‘m&w,. : shall.be,
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deemed a_release of any claims. against_individual cuarantors. which rights are expressly

preserved,
Section 7.02 Substantive Consolidation of the Debtors, The Plan is premised on the

substantive consolidation of all of the Debtors with respect to the treatment of all Claims and
Interests. This Plan shall serve as a request by the Debtors, in lieu of a separate motion, to the
Bankruptey Court, that it grant substantive consolidation with respect to the treatment of all
Claims and Interests as follows: on the Effective Date, (a) all assets and liabilities of the Debtors
will be merged or treated as though they were merged; (b) all guarantees of the Debtors of any
obligation of any of the Debtors and any joint and several liability of any of the Debtors shall be
eliminated; and (c) each and every claim and interest against any of the Debtors shall be deemed
Filed against the consolidated Debtors and all Claims Filed against more than one of the Debtors
for the same liability shall be deemed one Claim against any obligation of the consolidated
Debtors

Section 7.03 Recharacterization of Affiliate Claims as Equity.

In addition to the presence of intercompany payables and receivables among the Debtors,
the books and records of the parent of Debtor CCHG Holdings, Inc. also reflect intercompany
payables and receivables among the Debtors, on the one hand, and Affiliates of the Debtors, on the
other hand. These books and records are prepared on a consolidated basis. Intercompany payables
on the books reflect that the Debtors owe to the DevCo Affiliates the total sum of $44,817,112
while the DevCo Affiliates owe to the Debtors the total sum of $87,051,437, leaving a net balance
due to the Debtors by the DevCo Affiliates of $42,234,325. The Plan shall serve as a request by the
Debtors, in lieu of a separate motion, to the Bankruptcy Court to recharacterize intercompany
payables by the Debtors to the DevCo Affiliates as equity. While the Bankruptcy Code does not
expressly provide for the recharacterization of debt to equity, most of the appellate courts that have
considered the issue, including the Fourth Circuit Court of Appeals, have determined that the
bankruptey courts have the power to recharacterize debt to equity based on their equitable authority
under Bankruptcy Code Section 105 in a manner consistent with the priority scheme for the
distribution of the debtor’s assets found in section Bankruptcy Code Section 726.

Effective Date as a separate legal entity, with all of the powers of a corporation or limited
liability company, as applicable, under applicable law in the jurisdiction in which it is
incorporated or otherwise formed and pursuvant to its certificate or articles of incorporation,
formation or organizational documents and by-laws, operating agreement or other organizational
documents in effect prior to the Effective Date, without prejudice to the right of any Debtor to
dissolve (subject to its obligations under this Plan) under applicable law and file a certificate of
dissolution (or its equivalent) with the secretary of state or similar official of the jurisdiction of
incorporation after the Effective Date. Nevertheless, because of the substantive consolidation
provided in section 7.02 of the Plan, immediately following the Effective Date, the Chapter 11
Cases of all of the Debtors except that of The Cliffs Club & Hospitality Group, Inc. shall be
Closed, without prejudice to the rights of the Liquidation Trustee to pursue any of the Retained
Actions relating to any of the Debtors in the lead Chapter 11 Case,

4)-
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€3] the transactions contemplated in the Asset Purchase Agreement, as well as the_

subsequent transfer to the Indenture Trustee SPE have been consummated_(which condition may
not be waived without the express consent of the Indenture Trustee);

(g)  the Bankruptcy Court shall have entered an order (contemplated to be part of the
Confirmation Order) authorizing and directing the Debtors to take all actions necessary or
appropriate to enter into, implement, and consummate the documents created, amended,
supplemented, modified or adopted in connection with the Plan;

(h) all authorizations, consents and regulatory approvals required, if any, in
connection with the Plan’s effectiveness shall have been obtained;

) the Debtors shall have appointed the Liquidation Trustee, the Liquidating Trust
Agreement and the other Liquidating Trust Documents shall have been executed, and the
Liquidating Trust shall have received the General Unsecured Creditors Fund, the Administrative
Convenience Claims Fund, the Rejecting Club Members Fund, the Post-Effective Date Plan
Sponsor Funding from the Plan Sponsor, and an assignment from the Debtors of the Retained
Actions; and

§)) no order of a court shall have been entered and shall remain in effect restraining
the Debtors from consummating the Plan,

Section 9.03 Waiver of Conditions. The conditions to consummation in Section 9.02
(other than 9.02(a), (b) and (f)) may be waived at any time by a writing signed by an authorized
representative of each of the Debtors and the Plan Sponsor without notice or order of the
Bankruptey Court or any further action other than proceeding to consummation of the Plan.

Section 9.04  [iffeet_of Failure or Absence of Waiver of Conditions Precedent to_the
Effective Date of the Plan. In the event that one or more of the conditions specified in Section
9.02 of the Plan have not occurred (or been waived), upon notification submitted by the Debtors
to the Bankruptey Court; (a) the Confirmation Order, automatically and without further order of
the Bankruptcy Court, shall be, and shall be deemed, vacated, null and void, with no force or
legal effect whatsoever; (b) no Distributions under the Plan shall be made; (¢) all Property of the
Estate shall revest in the Debtors’ Estates; (d) the Debtors and all Holders of Claims and Interests
shall be restored to the status quo ante as of the day immediately preceding the Confirmation
Date as though the Confirmation Date never occurred; (¢) the Asset Purchase Agreement shall
become null and void; and (f) the Debtors” obligations with respect to the Claims and Interests
shall remain unchanged and nothing contained herein shall constitute or be deemed a waiver or
release of any Claims or Interests by or against the Debtors or any other Person or Entity or to
prejudice in any manner the rights of the Debtors or any Person or Entity in any further
proceedings involving the Debtots.

ARTICLE X
EFFECTS OF CONFIRMATION

Section 10.01 Injunction.

47.-
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any non-debtor Affiliates he directly or indirectly owns or controls; (i) waive and release any and
all claims of any kind against the Debtors; (ii) transfer and convey all real property, personal
property and other assets used by the Debtors, or necessary to operate the businesses of the
Debtors, or which is necessary to satisfy any condition precedent under the Plan or the Asset
Purchase Agreement; and (iii) fully cooperate with the transfer of the Acquired Assets, the Sale
and the orderly transition of the Debtors’ businesses to the Plan Sponsor.,

(b)  Releases by Holders of Claims and Interests. Effective as of the Effective Date,

and except as otherwise provided in the Plan or the Confirmation Order, to the fullest extent
permitted under applicable law, in consideration for the obligations of the Persons set forth
below under the Plan and, if applicable, the Cash, securities, contracts, releases and other
agreements or documents to be delivered in connection with the Plan, each Holder of a Claim or
Interest who votes in favor of the Plan or is presumed to have voted in favor of the Plan pursuant
to section 1126(f) of the Bankruptcy Code shall be deemed to have forever waived and released
(i) the Debtors, (ii) the Liquidation Trustee, (iii) the Liquidating Trust, (iv) the Releasees, and (v)
the D&O Releasees from any and all claims, obligations, suits, judgments, damages, demands,
debts, rights, Causes of Action and liabilities (other than the rights of such Holders of Allowed
Claims under the Plan to enforce the Plan and the contracts, instruments, releases, indentures and
other agreements or documents delivered thereunder), whether for tort, contract, violations of
federal or state securities laws, or otherwise, whether liquidated or unliquidated, fixed or
contingent, matured or unmatured, known or unknown, foreseen or unforeseen, then existing or
thereafter arising, in law, equity or otherwise that are based in whole or part on any act, omission,
transaction, event or other occurrence, including actions in connection with indebtedness for
money borrowed by the Debtors, taking place on or prior to the Effective Date in any way
relating to the Debtors, the Chapter 11 Cases, or the Plan; provided, however, that this Section
10.03(b) shall not release any Releasees or the D&O Releasees from any Causes of Action held
by a Governmental Unit existing as of the Effective Date based on (i) any criminal laws of the
United States or any domestic state, city or municipality or (il) sections 1104-1109 and 1342(d)
of ERISA. For the avoidance of doubt, James B. Anthony is not being released by this Plan Section
10.03(b) unless: (a) he becomes a D&O Releasee; and (b) he and any non-debtor Affiliates he
directly or indirectly owns or controls: (i) waive and release any and all claims of any kind
against the Debtors; (ii) transfer and convey all real property, personal property and other assets
used by the Debtors, or necessary to operate the businesses of the Debtors, or which is necessary
to satisfy any condition precedent under the Plan or the Asset Purchase Agreement; and (iii) fully
cooperate with the transfer of the Acquired Assets, the Sale and the orderly transition of the
Debtors’ businesses to the Plan Sponsor.

Section 10.04 Other Doeuments and Actions. The Debtors are authorized to execute such
documents and take such other action as is necessary to ¢ffectuate the transactions provided for
in the Plan, provide such actions and documents are reasonably acceptable in form and substance
to the Plan Sponsor,

Section 10.05 Term of Injunctions or Stays. Unless otherwise provided herein or in the
Confirmation Order_or other court order, all injunctions or stays provided for in the Chapter 11
Cases under sections 105(a) or 362 of the Bankruptcy Code, or otherwise, and in existence on the
Confirmation Date, shall remain in full force and effect until the Effective Date,
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF SOUTH CAROLINA

In re: CHAPTER 11
The Cliffs Club & Hospitality Group, Inc,, ef
al.,! d/b/a The Cliffs Golf & Country Club,

Debtors,

Case No. 12-01220

Jointly Administered

DISCLOSURE STATEMENT TO ACCOMPANY
JOINT CHAPTER 11 PLAN
FILED BY THE DEBTORS AND THE PLAN SPONSOR

MAY 22,2012
MCKENNA LONG & ALDRIDGE LLP LAW OFFICE OF DANA WILKINSON
Gary W, Marsh Déna Wilkinson
J. Michael Levengood 365-C East Blackstock Road
Bryan E. Bates Spartanburg, SC 29301
303 Peachtree Street, Suite 5300 Telephone: (864) 574-7944
Atlanta, Georgia 30308 Facsimile: (864) 574-7531
Telephone: (404) 527-4000 danawilkinson@danawilkinsonlaw.com

Facsimile: (404) 527-4198

Counsel for the Debtors and Debtors in Possession

THIS IS NOT A SOLICITATION OF ACCEPTANCE OF THE PLAN. ACCEPTANCES
MAY NOT BE SOLICITED UNTIL THIS DISCLOSURE STATEMENT HAS BEEN
APPROVED BY THE BANKRUPTCY COURT. THIS DISCLOSURE STATEMENT IS
BEING SUBMITTED FOR APPROVAL BUT HAS NOT YET BEEN APPROVED BY THE
BANKRUPTCY COURT.

Y The Debtors, followed by the last four digits of their respective taxpayer identification numbers and Chapter 11

case numbers, are as follows: The Cliffs Club & Hospitality Group, Inc, (6338) (1201220); CCHG Holdings, Inc,
(1356) (12-01223); The Cliffs at Mountain Park Golf & Country Club, LLC (2842) (12:01225); The Cliffs at
Keowee Vineyards Golf & Country Club, LL.C (5319) (1201226); The Cliffs at Walnut Cove Golf & Country
Club, LLC (9879) (12-01227); The Cliffs at Keowee Falls Golf & Country Club, LLC (3230) (1201229); The
Cliffs at Keowee Springs Golf & Country Club, LLC (2898) (1201230); The Cliffs at High Carolina Golf &
Country Club, LLC (7576) (12-01231); The Cliffs at Glassy Golf & Country Club, LLC (6559) (1201234); The
Cliffs Valley Golf & Country Club, LLC (6486) (12:01236); and Cliffs Club & Hospitality Service Company,
LLC (9665) (12-01237).00
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Class

Designation

Impaired

Entitled
to Vote

Treatment of Allowed Claims

Estimated
Recovery?

the Debtors, counsel to the Debtors, the United States
Trustee, counsel for the Indenture Trustee, counsel to the
Committee, counsel to the Plan Sponsor, the Liquidation
Trustee, and such other entities who are designated by the
Bankruptey Rules, the Confirmation Order or other order
of the Bankruptcy Court, prior to the end of the
Administrative Claim Bar Date for Professional Fee
Claims, which is sixty (60) days after the Effective Date,
unless such date is otherwise modified by order of the
Bankruptcy Court. Holders of Professional Fee Claims
that are required to file and serve applications for final
allowance of its Professional Fee Claims and that do not
file and serve such applications by the required deadline
shall be forever barred from asserting such Claims against
the Debtors, the Plan Sponsor or the Indenture Trustec,
and such Professional Fee Claims shall be deemed
discharged as of the Effective Date. Objections to any
Professional Fee Claims must be filed and served on
counsel for the Debtors, counsel for the Plan Sponsor,
counsel for the Committee, counsel for the Indenture
Trustee, and the Liquidation Trustee and the requesting
party on or before twenty-one (21) days after the filing
and service of such request,

Priority Tax
Claims

(estimated at
$1,943,000)

No

No
(deemed
to
accept)

Except as otherwise provided for in the Plan, on (i) the
Initial Distribution Date, if a Priority Tax Claim is
Allowed as of the Effective Date, or (i) the first
Distribution Date after the date such Priority Tax Claim
becomes Allowed, each holder of an Allowed Priority
Tax Claim shall receive from the New ClubCo, in full
satisfaction, settlement and releasc of, and in exchange
for, such Allowed Priority Tax Claim, (A) Cash of New
ClubCo equal to the amount of such Allowed Priority Tax
Claim, (B) such less favorable treatment as to which such
Debtors (with the consent of the Plan Sponsor), and the
holder of such Allowed Priority Tax Claim shall have
agreed upon in wriling; or (C) at the option of the
Debtors, Cash of New ClubCo in an aggregate amount of
such Allowed Priority Tax Claim payable in installment
payments over a period of not more than five (5) years
after the Petition Date, pursuant to section 1129(a)(9)(C)
of the Bankruptey Code.

100%

Class

Indenture
Trustee — Note
Holder Claims
(estimated at
$73,532,000)

Yes

Yes

The Indenture Trustee shall have an Allowed Claiin in the
amount of $64,050,000 which shall be treated as follows.,

On the Effective Date, (i) the Allowed Secured Claims of
the Note Holders represented by the Indenture Trustee
will be satisfied through a combination of (X) a
modification of the terms of the Notes to provide for
repayment of the principal amount of $64,050,000,
without interest, in twenty (20) annual payments
beginning on the one year anniversary of the Effective

< 87%

Lthis shouid,
actual return]
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Class

Designation

Impaired

Entitled
to Vote

Treatinent of Allowed Claims

Estimated
Recovery?

Date in the amount of the greater of $1 million or 50% of
New ClubCo Net Cash Flow and with a balloon payment
of the remaining principal, if any, at maturity, all paid
through the Indenture Trustee to the Note Holders subject
to the terms of the Notes and Indenture, as may be

modified and amended, and (y) the modification of the
Prepetition  Facility Documents, including without
limitation, the Pledge and Security Agreement and the
Coliateral Trust Agreement to subordinate the Liens of
the Indenture Trustee to the Exit Facility and the
Mountain Park Facility, after which the Debtors will
transfer the Real Property Collateral and substantially all
other property of the Debtors to the Plan Sponsor, subject
only to the Permitted Liens and otherwise free and clear
of all liens, claims and encumbrances, followed by the
Plan Sponsor's and/or Indenture Trustee SPE’s execution
of the Exit Facility and the Mountain Park Facility, and
then the Plan Sponsor shall contribute these assets to the
Indenture Trustee SPE, subject to the Permitted Liens, in
return for a 100% economic and managing membership
interest in the Indenture Trustee SPE (the Indenture
Trustee will hold a 0% non-economic membership
interest in the Indenture Trustee SPE), and the Indenture
Trustee SPE will assume the modified Notes, all in
satisfaction of the Note Holder Claims against the
Debtors and the Guarantors of the Note Holder Claims, as
well as against NewCo or New ClubCo arising under the
Notes or the Notes as modified and amended. Then, the
Indenture Trustee SPE will enter into the Lease(s) with
New ClubCo (or its subsidiary entities, at the sole option
and {n the sole discretion of New ClubCo) and New
ClubCo, in turn, maysghall enter into subleases with its
subsidiaries or affiliates. From and after the Effective
Date, the Debtors shall have no liability to the Indenture
Trustee or to the Note Holders, Upon recsipt of title to
the Acquired Assets from the Debtors, the Indenture
Trustee SPE shall exeeute such documents as ate required
to evidence its assumption of the Notes and underlying
security interest(s) as modified pursuant to the Plan and to
secure the obligations thereunder. In the event the Plan
Sponsor defaults under the Note Restructuring Agreement
subsequent to the Effective Date, the Indenture Trustee
will have a number of remedies, including without
limitation, the following: (i) the right to foreclose on the
assets subject to its liens; (ii) the right to require deeds in
lieu of foreclosure; and (iii) the right to acquire the 100%
economic member interest of the Plan Sponsor in the
Indenture Trustee SPE. Each of the Note Holders by
voting its Class I Claim to accept the Plan is deemed to
consent to the use of the Indenture Trustee’s cash
collateral by the Debtoys to fund Distributions under the
Plan, to the subordination of its Liens fo those of the Exit
Facility and the Mountain Park Facility and to al] other
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Class

Designation

Impaired

Entitled
to Vote

Treatment of Allowed Claims

Estimated

Recovery?

provisions of the Plan that affect the Note Holders, By
accepting the Plan, the Note Holders and the Indenture
Trustee will be deemed to waive the right: (i) to any dues
credits or club credits; (ii) the right to any subordinate
lien securing their Membership Deposit obligations; and
(iii) the right to any deficiency claim against the Debtors
and Guarantors of the Note Holder Claims {but not their
Membership Deposit Obligations that ave treated under
Plan Class 7)._Notwithstanding anvthing else in the Plan,
this Disclosure Statement, or_otherwise, the Notes shall
%mgtmiﬁmwh‘@g Lather.

restryetured under the terms of this Plan and related
Mmm_m_@gﬁing&wﬁmﬂm&
M_MMMMMRMLM&M
of any claims again third parties, inc
g&@;ﬂwmwwm&;m@ﬁ_L
preserved,

Class
2

Indenture
Truslee — Bridge
Loan Claim
(estimated at
$2,292,000)

No

No

The Bridge Lender as the Holder of the Allowed Class 2
Indenture Trustee - Bridge Loan Claim shall receive in
full satisfaction, settlement, release, and extinguishment
of such Claim, and of any lien securing such Claim, Cash
equal to the amount of such Allowed Bridge Loan Claim,
including all interest acerued thereon as and to the extent
provided by the Bridge Loan Documents, on or as soon as
practicable after the Effective Date.

100%

Class

Mechanic’s Lien
Claims
(estimated at
$1.5 million)

Yes

Yes

Each Holder of an Allowed Class 3 Claim shall receive,
in  full satisfaction, settlement, release, and
extinguishment of such Claim, and of any lien securing
such Claim, and as a condition precedent thereto, the
following treatment:

: Payment in full, in Cash, without interest, costs
or fees, by New ClubCo directly to all holders of Claims
that are Allowed and that are secured by Mechanic’s
Liens on the Effective Date.

90%

Class
4

Other Senior
Secured Party
Claims
(estimated at
$75,000)

Yes

Yes

Bach Holder of an Allowed Class 4 Other Senior Secured
Party Claim shall receive, at the election of the Debtors
(with the consent of the Plan Sponsor), in full satisfaction,
settlement, release, and extinguishment of such Claim: (a)
Cash equal to the amount of such Allowed Other Senior
Secured Party Claim on or 4s soon as practicable afler the
later of (i) the Effective Date, (ii) the date that such Other
Senior Secured Party Claim becomes Allowed, and (iii) a
date agreed to by the Debtors and the Holder of such
Class 4 Other Senior Secured Party Claim; (b) Cure and
Reinstatement of one or more equipment leases with such
Other Senior Secured Party but not any guaranty that
gives rise to such Allowed Other Senior Secured Party
Claim; (¢) the Equipment that is the subject of one or
more leases with such Other Senior Secured Party
securing such Other Senior Secured Party Claim without

100%
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equity for nontax putrposes, including regulatory, rating agency, or financial accounting
purposes.

The Debtors have treated the Notes as constituting “debt” for federal income tax
purposes and the Debtors currently intend to also treat the modified Notes as “debt” as
well.  The Debtors also understand that New ClubCo intends to treat the modified
Notes as “debt” for tax purposes (for New ClubCo to do otherwise would mean it could
not include the Section 1274 “issue price” of the modified Notes in its tax basis for the
Acquired Assets).

However, no opinion of counsel will be issued that the modified Notes are
“debt” for federal income tax purposes. There can be no assurance given to Holders of
Claims that the IRS will not challenge the Debtors® and New ClubCo’s treatment of the
modified Notes as “debt” for tax purposes.

The tax consequences of this “debt” versus “equity” treatment of the modified
Notes with respect to Holders of Class 1 Claims is discussed in the applicable instances
below. The Indenture Trustee as well as each Holder of a Class 1 Claim are each
strongly urged to consult with their own tax advisors regarding whether the modified
Notes should be treated as “debt” or “equity” for federal income tax purposes.

mwmmL nol Imw t.ommncl hmm ar mmmm shaH be dumul i m, ¢ nl any

claims againstany third pacties,. including claims against the Guarantors, yhich rights,
are ex DE‘C,‘SIV m‘cscrved

b) Cancellation of Indebtedness Income.

A debtor generally must recognize income from the cancellation of debt (“COD
Income”) in the event that its debt is discharged for consideration to a creditor for an
amount that is less than the amount of such debt. However, Section 108(a) of the Code
provides that COD income is not required to be recognized, and is excluded from gross
income, if the debtor is under the jurisdiction of a bankruptcy court in a case under
Chapter 11 and the discharge is granted or is effectuated pursuant to a plan confirmed
by the court (the “Bankruptcy Exception™). If the Bankruptey Exception applies, the
debtor is required to reduce certain of its tax attributes — such as net operating loss
(“NOL™) carryforwards, current year NOLs capital loss carryforwards, tax credits and
tax basis in assets — by the amount of COD income created pursuant to the plan
(collectively, “Attribute Reduction”), For taxpayers outside bankruptcy, COD income
from the cancellation of debt is not recognized by an insolvent debtor to the extent of
insolvency (the “Insolvency Exception™). For this purpose, “insolvency” is defined as
the excess of liabilities over the fair market value (the “FMV™) of assets, both of which
are to be calculated immediately before the exchange.
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