UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
----------------------------------------------------------------x
In re:
: Chapter 11
:
RCN CORPORATION, et al.,
: Case No. 04-13638 (RDD)
:
Debtors.
: (Jointly Administered)
:
:
----------------------------------------------------------------x

FINAL ORDER (I) AUTHORIZING THE USE OF
LENDERS’ CASH COLLATERAL AND (II) GRANTING ADEQUATE PROTECTION
PURSUANT TO 11 U.S.C. §§ 361 AND 363
Upon the motion (the “Motion”), dated as of May 27, 2004, of RCN Corporation
(“RCN”), TEC Air, Inc. and Hot Spots Productions, Inc. (together, the “Obligors”) and RLH
Property Corporation and RCN Finance LLC (with RCN and the Obligors, each a “Debtor”,
collectively, the “Debtors”), (a) seeking this Court’s authorization, pursuant to Section 363(c) of
Title 11, United States Code, 11 U.S.C. §§ 101 et seq. (as amended, the “Bankruptcy Code”), to
use the Cash Collateral (as defined below) and, pursuant to Sections 361 and 363 of the
Bankruptcy Code, to provide adequate protection to the Lenders (as defined below) with respect
to any diminution in the value of the Lenders’ interests in the Prepetition Collateral (as defined
below), including for the use of the Cash Collateral (as defined below), the use, sale, lease,
depreciation, decline in market price or other diminution in value of the Prepetition Collateral
other than the Cash Collateral, or the imposition of the automatic stay pursuant to Section 362(a)
of the Bankruptcy Code; (b) seeking a preliminary hearing (the “Preliminary Hearing”) on the
Motion to consider entry of an interim order pursuant to Bankruptcy Rule 4001(b) (the “Interim
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Order”) authorizing the Debtors to use the Lenders’ Cash Collateral; and (c) requesting that a
final hearing (the “Final Hearing”, and together with the Preliminary Hearing, the “Hearings”) be
scheduled, and that notice procedures in respect of the Final Hearing be established by this Court
to consider entry of a final order (this “Order”) authorizing on a final basis the Debtors’ use of
the Cash Collateral; and this Court having entered the Interim Order at the conclusion of the
Preliminary Hearing held before this Court on June 2, 2004 authorizing the Debtors to use the
Cash Collateral subject to the terms and conditions of the Interim Order, and granting adequate
protection to the Administrative Agent and the Lenders with respect to any diminution in value
of the Lenders’ interest in the Prepetition Collateral; and due and sufficient notice of the Motion
and the Hearings under the circumstances having been given; and cooperative and National
Cable Television having filed an objection to the Motion (the “Objection”); and the Final
Hearing on the Motion having been held before this Court on June 22, 2004; and upon the entire
record at the Hearings including representatives counsel, and the Objection being denied by the
Court for the reasons stated b the Court on the record at the Final Hearing and this Court having
found good and sufficient cause appearing therefor,
THE COURT HEREBY FINDS THAT:
A.

On May 27, 2004 (the “Petition Date”), the Debtors filed voluntary

petitions for relief under Chapter 11 of Title 11, United States Code, 11 U.S.C. §§ 101 et seq.
(the “Bankruptcy Code”) in the United States Bankruptcy Court for the Southern District of New
York. The Debtors are continuing to operate their businesses and manage their properties as
debtors-in-possession pursuant to Sections 1107(a) and 1108 of the Bankruptcy Code. On June
10, 2004, the United States Trustee appointed an official committee of unsecured creditors (the
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“Committee”) in these Chapter 11 cases. No request has been made for the appointment of a
trustee or examiner.
B.

This Court has jurisdiction over these Chapter 11 cases and the Motion

pursuant to 28 U.S.C. § 157(b) and 1334. Consideration of this Motion constitutes a core
proceeding as defined in 28 U.S.C. § 157(b)(2).
C.

Pursuant to the Credit Agreement dated as of June 3, 1999 (as amended,

supplemented or otherwise modified prior to the Petition Date, the “Credit Agreement”),1 among
RCN, certain subsidiaries of RCN (collectively, the “Borrowers”), the several lenders party
thereto (collectively, the “Lenders”) and JPMorgan Chase Bank, as administrative agent and
collateral agent for the Lenders (in such capacity, the “Administrative Agent”), the Lenders
made loans and other financial accommodations to or for the benefit of RCN and the Borrowers.
All such loans, financial accommodations and other amounts owing by RCN and the Borrowers
to the Administrative Agent under, or in connection with, the Credit Agreement including,
without limitation, the Hedge Obligations (as defined below) and the Cash Management
Obligations (as defined below), and all collateral and ancillary documentation executed in
connection therewith (collectively, the “Loan Documents”), are hereinafter referred to as the
“Prepetition Obligations”.
D.

The Lenders assert that as of the Petition Date the Lenders had made loans

and financial accommodations such that as a result of the Company Guarantee Agreement dated
as of June 3, 1999 (as amended, supplemented or otherwise modified prior to the Petition Date),
RCN and the Obligors were contingently liable (i) to the Lenders in respect of loans made by the
Lenders to the Borrowers pursuant to the Credit Agreement in the aggregate principal amount of
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not less than $432,453,581.65 (plus accrued and unpaid interest thereon), (ii) to the
Administrative Agent and the Lenders in the aggregate face amount of approximately
$15,000,000 on account of the RCN and the Obligors’ reimbursement obligations with respect to
letters of credit issued pursuant to the Credit Agreement which remained outstanding as of the
Petition Date, (iii) to the Administrative Agent and the Lenders for fees and expenses incurred in
connection with such loans and letters of credit as provided in the Credit Agreement, (iv) to
certain of the Lenders in respect of interest rate protection agreements, foreign currency
exchange agreements, commodity price protection agreements or other interest or currency
exchange rate or commodity price hedging arrangement to which RCN or one of the Borrowers
was a party (the “Hedge Obligations”) and (v) to certain of the Lenders in respect of fees and
expenses arising in connection with cash management services for RCN and its subsidiaries and
affiliates (the “Cash Management Obligations”).
E.

The Lenders assert that, pursuant to the (i) Security Agreement, dated as

of June 3, 1999, (ii) the Company Guarantee Agreement, dated as of June 3, 1999, (iii) the
Subsidiary Guarantee Agreement, dated as of June 3, 1999, and (iv) the Indemnity, Subrogation
and Contribution Agreement, dated June 3, 1999 (as each of the foregoing agreements may have
been amended, supplemented or otherwise modified prior to the Petition Date), the Prepetition
Obligations are secured by perfected, valid and enforceable first priority liens and security
interests granted by RCN and the Obligors pursuant to the Loan Documents to the
Administrative Agent for the ratable benefit of the Lenders, upon the following assets and
property of RCN and the Obligors (as such terms are defined in the Loan Documents), which

1

Unless otherwise defined herein, each capitalized term used herein shall have the
meaning assigned thereto in the Credit Agreement.
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includes without limitation, Accounts Receivable, Documents, Equipment, General Intangibles,
Instruments, Inventory, Pledged Interests and Proceeds and other tangible and intangible
personal property and the proceeds thereof (including the setoff rights described in the Loan
Documents and arising by operation of law, collectively the “Prepetition Collateral”). The
Lenders assert that (i) the Prepetition Obligations are not subject to defense, counterclaim or
offset of any kind, and (ii) the Administrative Agent’s liens and security interests have been
properly filed or recorded, as applicable, so as to be perfected in accordance with applicable law.
The Lenders further assert that the cash of RCN and the Obligors, including without limitation,
all cash and other amounts on deposit or maintained at PNC Bank N.A., Account Number
9009700493 (the “Chapter 11 Account”) and any similar account or accounts that currently exist
or may be opened by the Debtors, and any amounts generated by the collection of accounts
receivable, sale of inventory or other dispositions of the Prepetition Collateral constitute
proceeds of the Prepetition Collateral and, therefore, are cash collateral of the Lenders within the
meaning of Section 363(a) of the Bankruptcy Code (the “Cash Collateral”).2 The Lenders have
objected to the use by the Debtors of the Prepetition Collateral, including the Cash Collateral,
except on the terms of this Order (or other order that may be entered by the Court with the
Administrative Agent’s consent). In addition, the Lenders are entitled, pursuant to Sections 361
and 363(e) of the Bankruptcy Code, to adequate protection of their interest in the Prepetition
2

The term “Cash Collateral” and the authorization to use Cash Collateral pursuant to the
terms of this Order does not include any cash held in demand deposit account no. 323247415 established at the office of the JPMorgan Chase Bank at 270 Park Avenue, New
York, New York 10017 pursuant to the Cash Collateral Agreement dated as of June 20,
2002, made by RFM 2, LLC, a Delaware limited liability company, in favor of JPMorgan
Chase Bank as issuer of various letters of credit (the “Bilateral LCs”), which cash is
maintained by JPMorgan Chase Bank as collateral for the Bilateral LCs (the “LC Cash
Collateral”). Notwithstanding anything to the contrary set forth in this Order, JPMorgan
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Collateral to the extent of the diminution in value, including for the use of the Cash Collateral,
the use, sale, lease, depreciation, decline in market price or other diminution in value of the
Prepetition Collateral other than the Cash Collateral, and the imposition of the automatic stay.
F.

Good cause has been shown for the entry of this Order. The Debtors do

not have sufficient available sources of working capital and financing to carry on the operation
of their businesses without the use of Cash Collateral. Among other things, entry of this Order
will minimize disruption of the Debtors’ businesses and operations and permit them to pay
operating expenses, maintain business relationships with their vendors and retain customer and
vendor confidence by demonstrating an ability to maintain normal operations. The use of the
Cash Collateral is therefore of the utmost significance and importance to the preservation and
maintenance of the going concern value of the Debtors and their estates, and will enhance the
prospects for a successful reorganization of the Debtors under Chapter 11 of the Bankruptcy
Code.
G.

The Administrative Agent and the Debtors have negotiated at arms’ length

and in good faith regarding the Debtors’ use of Cash Collateral to fund the administration of the
Debtors’ estates and continued operation of their businesses. The Administrative Agent and the
Lenders have agreed to permit the Debtors to use Cash Collateral for the period through the
Termination Date (as defined below), all subject to the terms and conditions set forth herein,
including the protection afforded a party acting in “good faith” pursuant to Section 363(m) of the
Bankruptcy Code.

Chase Bank shall continue to maintain the LC Cash Collateral in the above referenced
account.
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H.

The Debtors represent that notice of the Final Hearing and the relief

requested in the Motion has been given to (i) the Office of the United States Trustee, (ii) counsel
to the Administrative Agent, (iii) the Debtors’ largest unsecured creditors as set forth in the
consolidated list accompanying the Debtors’ petitions, (iv) counsel to HSBC Bank USA, as
agent for the lenders under the Commercial Term Loan and Credit Agreement dated as of June 6,
2003, (v) counsel to HSBC Bank USA, as trustee pursuant to the indenture for the Senior
Discount Notes and the Senior Notes issued by RCN, (v) counsel for the Committee, and (vi) all
other parties who have requested service pursuant to Bankruptcy Rule 2002. Based on such
representation, such notice of the Final Hearing satisfies the requirements of Sections 102(1) and
363 of the Bankruptcy Code, Bankruptcy Rules 2002 and 4001(b), the local rules of this District
and the Interim Order.
I.

The terms of the Debtors’ use of the Lenders’ Cash Collateral are fair and

reasonable, and reflect the Debtors’ and their respective directors’ exercise of prudent business
judgment consistent with their fiduciary duties.
J.

The permission granted herein to use the Lenders’ Cash Collateral is

necessary to avoid immediate and irreparable harm to the Debtors. This Court concludes that
entry of this Order is in the best interest of the Debtors’ estates and creditors.
Based upon the foregoing findings and conclusions, and upon the record made
before this Court at the Hearings, and good and sufficient cause appearing therefor;
IT IS HEREBY ORDERED that:
1. The Motion is granted. The Debtors are hereby authorized to use the Cash
Collateral during the period from the Petition Date through and including the Expiration Date (as
defined below), subject to the earlier occurrence of the Termination Date (as defined below), for
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general corporate purposes and costs and expenses related to these Chapter 11 cases in
accordance with the terms and conditions of this Order; provided that all uses of cash by the
Debtors for the costs and expenses of administering the Chapter 11 cases (a) shall be deemed to
be first from cash that is not Cash Collateral and thereafter from Cash Collateral and (b) shall be
used in accordance with the procedures contained in paragraph 2 of this Order and subject to the
limitations contained in paragraph 15 of this Order and the other conditions contained herein.
The term “Expiration Date” shall mean October 31, 2004 (or such later date if the Administrative
Agent consents, which extension thereof shall be effective without further Court approval).
2. The Debtors shall only use the Cash Collateral for the payment of the costs
and expenses associated with the conduct of their Chapter 11 cases of the types specified for the
Debtors on a Budget (as defined below). The term “Budget” shall mean a thirteen-week rolling
cash flow forecast prepared on a book basis and presented separately for (A) the Debtors, (B) the
Debtors’ non-Debtor subsidiaries and affiliates on a consolidated basis and (C) Debtors and their
subsidiaries on a consolidated basis, and containing weekly minimum cash balances for such
thirteen-week rolling period, prepared by the Debtors and in form and substance acceptable to
the Administrative Agent, substantially in the form of Exhibit A hereto, which shall specify, by
individual line item, each category of expenditures (“Weekly Expenditures”) for operating
disbursements, financial disbursements, capital expenditures and other required disbursements,
as such Budget may be amended, modified or supplemented from time to time without further
Court approval but with the consent of the Administrative Agent. The Debtors shall use (a) Cash
Collateral to make Weekly Expenditures relating to the cost and expenses of conducting their
Chapter 11 cases (the “Chapter 11 Expenditures”) in accordance with the terms of this Order,
and (b) the cash of non-Debtor subsidiaries and affiliates to make Weekly Expenditures that
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relate to the operation of the non-Debtor subsidiaries’ and affiliates’ businesses and that are not
costs and expenses of administering the Debtors’ Chapter 11 cases (the “Operations
Expenditures”) pursuant to any existing contractual arrangements among such non-Debtors and
the Lenders. As to any line item of the Budget, subject to Court approval if required by the
Bankruptcy Code, and subject to the next sentence regarding timing of payments and obligations,
the Debtors may use Cash Collateral to make Chapter 11 Expenditures, in any given week to be
determined on a book basis, in excess of the amount set forth in such line item of the Budget for
such week without the prior approval of the Administrative Agent only if the amount of the
excess per line item is 15% or less, and cumulatively for the Budget period for any line item,
10% or less. Notwithstanding anything to the contrary herein, the Debtors shall be authorized to
pay Chapter 11 Expenditures and incur liabilities at times other than set forth in the Budget
provided that, except as expressly agreed by the Administrative Agent, the timing of such
payments or incurring of such liabilities does not increase the total amount of expenditures
and/or liabilities in the Budget beyond the percentages set forth in the previous sentence. No
later than Wednesday of each week, the Debtors shall prepare and deliver to the Lenders, the
Administrative Agent and its advisors, a report, for the week ending as of the preceding Friday,
of actual receipts and expenditures (on a consolidated basis and separately for the Debtors)
compared to the applicable Budget with a report of any material variances and the reasons
therefor, in a form reasonably satisfactory to the Administrative Agent. To the extent any
additional affiliates of the Debtors become Chapter 11 debtors after the date of entry of this
Order, the Debtors shall file an amended Budget reasonably acceptable to the Administrative
Agent that provides for any additional projected Chapter 11 Expenditures as a result of the filing
of additional Chapter 11 petitions. Except as otherwise provided herein and notwithstanding any
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limitation herein on advances to non-Debtor subsidiaries and affiliates, the Debtors shall
maintain their pre-Petition Date cash management and accounts receivable collection system to
the extent authorized by and subject to the terms of any order of this Court governing the
Debtors’ cash management system. Except as expressly set forth herein, this Order does not
address the disposition of any Prepetition Collateral outside the ordinary course of business or
the Debtors’ use of the Cash Collateral resulting therefrom.
3. (a) As adequate protection for, and to the extent of, any diminution in the
value of the Lenders’ interest in the Prepetition Collateral resulting from (x) the use of the Cash
Collateral pursuant to Section 363(c) of the Bankruptcy Code, (y) the use, sale, lease,
depreciation, decline in market price or other diminution in value of the Prepetition Collateral
(other than the Cash Collateral) pursuant to Section 363(c) of the Bankruptcy Code and (z) the
imposition of the automatic stay pursuant to Section 362(a) of the Bankruptcy Code (the amount
of any such diminution being referred to hereinafter as the “Adequate Protection Obligations”):
(i)
the Administrative Agent and the Lenders are hereby granted (effective as
of the Petition Date and without the necessity of the execution by the Debtors of
mortgages, security agreements, pledge agreements, financing statements or
otherwise), valid and perfected, replacement security interests in, and liens (the
“Replacement Liens”) on all of the right, title and interest of the Debtors in, to
and under all present and after-acquired property of the Debtors of any nature
whatsoever including, without limitation, all cash contained in any account of the
Debtors (collectively, with the proceeds and products of any and all of the
foregoing, the “Postpetition Collateral”). Subject to the Carveout (as defined
below), said Replacement Liens shall be (x) a first priority perfected lien upon all
of the Postpetition Collateral that is not otherwise encumbered by a validly
perfected, non-avoidable security interest or lien on the Petition Date, (y) a first
priority, senior, priming and perfected lien upon (a) that portion of the
Postpetition Collateral that is comprised of the Prepetition Collateral and (b)
Postpetition Collateral subject to a lien that is junior to the liens securing the
Prepetition Obligations and (z) a second priority, junior perfected lien upon all
Postpetition Collateral (other than the portion described in the preceding clause
(y)), which is subject to a validly perfected lien as of the Petition Date; and
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(ii)
to the extent not otherwise paid by the Debtors’ non-debtor subsidiaries
and affiliates, the Debtors are authorized and directed to (a) immediately pay as
adequate protection an amount equal to all accrued and unpaid interest on the
Prepetition Obligations and letter of credit fees at the non-default contract rates
provided for in the Loan Documents, and all other accrued and unpaid fees and
disbursements owing to the Administrative Agent under the Loan Documents and
incurred prior to the Petition Date, (b) on the first business day of each month,
pay as adequate protection an amount equal to all accrued but unpaid interest on
the Prepetition Obligations at a rate per annum equal to ABR plus the Applicable
Spread as of the day immediately prior to the Petition Date, and letter of credit
and agency, administrative and other fees and disbursements, as and when due, all
at the non-default contract rates provided for in the Loan Documents and in full
satisfaction of any claim under the Loan Documents or applicable law for default
or similar interest, and (c) pay as adequate protection any and all scheduled
principal payments pursuant to the terms of the Credit Agreement (collectively,
“Adequate Protection Payments”).
(b) As further adequate protection hereunder, the Debtors shall provide the
following reporting to the Administrative Agent (the “Reporting Requirements”), each of which
must be in form and substance satisfactory to the Administrative Agent: (i) commencing on
Wednesday, June 2, 2004, and within 35 days of the end of every month thereafter, 13-week
rolling cash flow projections, prepared on a book basis and substantially in the form of Exhibit A
hereto, presented separately for (A) the Debtors, (B) the Debtors’ non-Debtor subsidiaries and
affiliates on a consolidated basis and (C) Debtors and their subsidiaries on a consolidated basis
with comparisons to any previously forecasted cash flows or balances for such period, (ii) within
15 days of June 1, 2004, and within 15 days of the end of every month thereafter, a report on the
connections by product (voice, video, data) and market for residential and commercial segments
for the Debtors and their subsidiaries as a whole with comparisons to any previously forecasted
connections for such period, (iii) within 40 days of May 1, 2004, and within 40 days of the end
of every month thereafter, (A) consolidated financial statements (including an income statement,
balance sheet and statement of cash flows) for the Debtors and their subsidiaries as of the end of
the preceding month, all as certified by an officer of the Debtors, with comparisons to the most
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recent business plan delivered to the Administrative Agent or its advisors pursuant to clause
3(b)(vi) hereof or otherwise, and written explanations for any material variances (including
variances for capital expenditures, by major category) and (B) a monthly statement summarizing
all ordinary course asset dispositions effected by the Debtors within the preceding month other
than in respect of inventory, (iv) within 45 days of the end of each fiscal quarter (other than the
fourth fiscal quarter) and within 105 days of the end of each fiscal year, deliver to the
Administrative Agent consolidated financial statements (including an income statement, balance
sheet and statement of cash flows) for the Debtors and their subsidiaries as of the end of the
preceding fiscal quarter or year, as the case may be, together with (x) in each case, a certificate
of an officer of the Debtors attesting that such financial statements fairly reflect the financial
condition of the applicable entity in accordance with GAAP and (y) with respect to the year-end
consolidated financial statements, an audit by PricewaterhouseCoopers LLP or other independent
certified public accountants of nationally recognized standing (which accountant’s retention shall
have been previously approved by this Court) reporting on such financial statements without any
material qualifications other than with respect to the Debtors’ Chapter 11 cases or a going
concern qualification, (v) commencing on or before five (5) business days after June 1, 2004, and
on or before five (5) business days after the end of every month thereafter, monthly updates on
the status of any non-ordinary course asset sales, and (vi) on every anniversary after December
31, 2003, an annual business plan with consolidated financial statements (including an income
statement, balance sheet and statement of cash flows) for the Debtors and their subsidiaries. In
addition, the Debtors shall permit representatives, agents and/ or employees of the
Administrative Agent or the Lenders to have reasonable access to their premises and nonprivileged records during normal business hours (without unreasonable interference with the
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proper operation of the Debtors’ businesses) and shall cooperate, consult with and provide to
such persons all such non-privileged information as they may reasonably request from time to
time, including periodic updates provided to the Administrative Agent of efforts to obtain third
party financing. The Debtors shall provide the Reporting Requirements to the Committee at the
time and in the same format as delivered to the Administrative Agent.
(c) As additional adequate protection, to the extent not paid by the Debtors’ nonDebtor subsidiaries and affiliates, the Debtors are authorized and directed, within 20 days of the
submission of invoices therefor, to pay or reimburse all reasonable fees, costs and charges
incurred prepetition and postpetition by the Lenders and the Administrative Agent (including,
without limitation, the administration fees payable to the Administrative Agent under the Credit
Agreement and the reasonable fees and out-of-pocket disbursements of Capstone Corporate
Recovery, LLC, Balfour Associates or any successor financial consultants and Simpson Thacher
& Bartlett LLP, or any successor outside counsel advising the Administrative Agent), in each
case, in connection with matters relating to the Credit Agreement, the Prepetition Obligations,
the monitoring of the Debtors’ Chapter 11 cases or the enforcement and protection of the rights
and interests of the Administrative Agent and the Lenders in these Chapter 11 cases. None of the
fees, costs and expenses payable pursuant to this paragraph shall be subject to separate approval
by this Court (but the Court shall resolve any dispute as to the reasonableness of any such fees,
costs and expenses), and no recipient of any such payment shall be required to file any interim or
final fee application with respect thereto. Nothing contained herein shall be deemed to be a
waiver by any party in interest of the right to object to the reasonableness of any fees, costs and
charges incurred by the Lenders or the Administrative Agent. As additional adequate protection,
to the extent not paid by the Debtors’ non-debtor subsidiaries and affiliates, the Debtors are also
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authorized and directed to pay any fees and expenses of JPMorgan Chase Bank arising in
connection with the Bilateral LCs, as required pursuant to the terms of the Bilateral LCs and
related documentation.
(d) Under the circumstances (and consistent with the rights of the Lenders under
section 506(b) of the Bankruptcy Code), and based upon the Lenders’ consent, the adequate
protection provided herein is reasonable and sufficient to protect the interests of the Lenders.
Notwithstanding any other provision hereof, the grant of adequate protection to the
Administrative Agent and the Lenders pursuant hereto is (i) without prejudice to the rights of any
party in interest (other than the Debtors) to assert that the Adequate Protection Payments
constitute repayments of principal on unpaid Prepetition Obligations because such Prepetition
Obligations are not oversecured and (ii) without prejudice to the right of the Administrative
Agent or the Lenders to seek modification of the grant of adequate protection provided hereby so
as to provide different or additional adequate protection, and without prejudice to the right of the
Debtors or any other party in interest to contest any such modification.
4. As used in this Order, “Carveout” means (a) the unpaid fees of the clerk of the
Bankruptcy Court and of the United States Trustee pursuant to 28 U.S.C. § 1930(a) and (b) (the
“Statutory Fees”), (b) following the occurrence of an Event of Default (as defined below), the
payment of allowed professional fees and disbursements (the “Professional Fees and
Disbursements”) incurred by the professionals retained by the Debtors, the Committee, or any
other statutory committee appointed in these Chapter 11 cases not to exceed $2,500,000 in the
aggregate, plus unpaid Professional Fees and Disbursements previously incurred prior to the
occurrence of such Event of Default and (c) costs and administrative expenses permitted to be
incurred by any Chapter 7 trustee pursuant to an order of this Court following any conversion of
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the Debtors’ Cases pursuant to Section 1112 of the Bankruptcy Code in an amount not to exceed
$150,000; provided however that Carveout amounts for Professional Fees and Disbursements
and costs and expenses pursuant to clauses (b) and (c) are subject to the limitations and
restrictions set forth in paragraph 15 herein. So long as no Event of Default shall have occurred
and be continuing, the Debtors shall be permitted to pay without reduction of the Carveout (x)
the Statutory Fees and (y) the Professional Fees and Disbursements, as the same may be due and
payable. Nothing herein shall be construed as a waiver of the right of the Administrative Agent
or any Lender to object to the allowance of any Professional Fees and Disbursements.
5. Subject to the Carveout, the Adequate Protection Obligations shall constitute
expenses of administration under Sections 503(b)(1), 507(a) and 507(b) of the Bankruptcy Code
(the “507(b) Claims”) with priority in payment over any and all administrative expenses of the
kinds specified or ordered pursuant to any provision of the Bankruptcy Code including, without
limitation, Sections 105, 326, 328, 330, 331 and 726 of the Bankruptcy Code, and shall at all
times be senior to the rights of the Debtors, and any successor trustee or any creditor, in these
Chapter 11 cases or, to the extent permitted by applicable law, any subsequent proceedings under
the Bankruptcy Code. Subject to the Carveout, no cost or expense of administration under
Sections 105, 503(b) or 507(b) or otherwise, including those resulting from the conversion of
these Chapter 11 cases pursuant to Section 1112 of the Bankruptcy Code, shall be senior to, or
pari passu with, the 507(b) Claims of the Lenders arising out of the Adequate Protection
Obligations. Notwithstanding anything to the contrary herein, neither the Replacement Liens nor
the 507(b) Claims shall attach to or be paid from any cause of action (or the proceeds thereof)
arising under Sections 544, 545, 547, 548, 549 and 550 of the Bankruptcy Code.
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6. Except as expressly set forth in this Order, the liens granted pursuant to the
Interim Order and this Order shall not be (i) subject to any lien that is avoided and preserved for
the benefit of the Debtors’ estates under Section 551 of the Bankruptcy Code or (ii) subordinated
to or made pari passu with any other lien under Sections 363 and 364 of the Bankruptcy Code.
Subject to the Carveout, the Replacement Liens shall be prior and senior to all liens and
encumbrances of all other secured creditors in and to such Postpetition Collateral granted, or
arising, after the Petition Date (including, without limitation, liens and security interests, if any,
granted in favor of any federal, state, municipal or other governmental unit, commission, board
or court for any liability of the Debtors). The Replacement Liens granted pursuant to the Interim
Order and this Order shall constitute valid and duly perfected security interests and liens, and the
Administrative Agent and the Lenders shall not be required to file or serve financing statements,
notices of lien or similar instruments which otherwise may be required under federal or state law
in any jurisdiction, or take any action, including taking possession, to validate and perfect such
security interests and liens; and the failure by the Debtors to execute any documentation relating
to the Replacement Liens shall in no way affect the validity, perfection or priority of such
Replacement Liens. If, however, the Administrative Agent, in its sole discretion, shall determine
to file any such financing statements, notices of lien or similar instruments, or to otherwise
confirm perfection of such Replacement Liens, the Debtors are directed to cooperate with and
assist in such process, the stay imposed by Section 362(a) of the Bankruptcy Code is hereby
lifted to allow the filing and recording of a certified copy of this Order or any such financing
statements, notices of lien or similar instruments, and all such documents shall be deemed to
have been filed or recorded at the time of and on the date of the Interim Order.
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7. The Debtors’ right to use the Cash Collateral shall terminate (the date of any
such termination, the “Termination Date”) on the earliest to occur of (x) consummation of a plan
of reorganization in these Chapter 11 cases or (y) upon written notice to the Debtors after the
occurrence and continuance of any of the following events (“Events of Default”) beyond any
applicable grace period and subject to the applicable notice periods set forth in paragraph 8
hereof:
a. Failure of the Debtors to make a payment to the Administrative Agent or the
Lenders as and when required by this Order or other failure to comply in any
material respect with the terms of this Order and such failure shall continue
unremedied for more than five business days after written notice thereof;
b. Failure of the Debtors to comply with any other covenant or agreement specified
in this Order (other than those described in clause (a) above) and such failure shall
continue unremedied for more than five business days after written notice thereof;
c. Failure of the Debtors to comply with any covenant or agreement specified in the
Loan Documents (except to the extent modified by this Order, waived pursuant to
any written waiver or amendment to the Credit Agreement, or otherwise
prohibited by the Bankruptcy Code), including provisions relating to payment of
principal, interest, fees and mandatory prepayments (determined without giving
effect to the acceleration of any such amounts arising solely as the result of the
commencement of these Chapter 11 cases), and such failure shall continue
unremedied for more than the applicable grace period set forth in the Loan
Documents (or if no grace period shall be applicable, more than five business
days); provided, however, that during the period covered by the Budget and
during which the Debtors are using Cash Collateral pursuant to this Order, the
restrictions on the use of Net Proceeds of any asset sales set forth in Sections 2.10
and 6.05 of the Credit Agreement, the Side Letter, dated March 10, 2003, with
respect to the NJ Cash Collateral Agreement (as defined therein) and the Side
Letter, dated March 9, 2004, with respect to the Carmel Cash Collateral
Agreement (as defined therein) shall be replaced by the covenants set forth herein
and in the Budget as to the Debtors;
d. On any day of any week, cash and cash equivalents on hand (including Cash
Collateral) at RCN and its Restricted Subsidiaries in the aggregate determined on
a book basis shall be less than the corresponding weekly minimum amounts set
forth in the Budget, as such amounts may be reduced to accommodate payment of
scheduled principal and interest as Adequate Protection Payments as set forth in
the Budget; provided, that the Debtors, on a one-time basis only, shall be
permitted to remedy a deficiency within two business days of the occurrence
thereof if (and only if) such deficiency does not exceed $2 million; provided
509265-0894-08706 -NY01.2397113.3
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further, that proceeds of any post-Petition Date asset sales outside the ordinary
course of business exceeding $1 million shall not be counted in the calculation of
cash on hand for purposes of this requirement;
e. Any representation or warranty made by the Debtors in connection with the
Reporting Requirements (other than with respect to projected financial
information) shall prove to have been incorrect in any material respect when
made;
f. Any of the Chapter 11 cases shall be dismissed or converted to a Chapter 7 case;
or a Chapter 11 Trustee with plenary powers, a responsible officer, or an
examiner with enlarged powers relating to the operation of the businesses of the
Debtors (powers beyond those set forth in Section 1106(a)(3) and (4) of the
Bankruptcy Code) shall be appointed in any of the Chapter 11 cases; provided
that the appointment by the Court of a trustee or other fiduciary of any of the
Debtors’ estates for the limited purpose of investigating, commencing or
prosecuting an Adversary Proceeding on behalf of any of the Debtors’ estates
shall not constitute a default under this subparagraph;
g.

Failure to substantially consummate by October 31, 2004 or such later date as
may be extended by the Administrative Agent, a plan of reorganization or
liquidation in form and substance satisfactory to the Administrative Agent;

h. The Court shall enter an order granting relief from the automatic stay to the holder
or holders of any security interest to permit foreclosure (or the granting of a deed
in lieu of foreclosure or the like) on any assets of the Debtors which have an
aggregate value in excess of $1,000,000;
i.

An order shall be entered reversing, amending, supplementing, staying for a
period in excess of 3 days, vacating or otherwise modifying this Order without the
consent of the Administrative Agent;

j. Any Debtor shall create, incur or suffer to exist any postpetition liens or security
interests other than (i) those in favor of the Administrative Agent, (ii) carriers’,
warehousemen’s, repairmen’s or other similar liens, (iii) pledges or deposits in
connection with workers’ compensation, unemployment insurance and other
social security legislation and (iv) deposits to secure the payment of postpetition
utilities, the performance of bids, trade contracts (other than for borrowed
money), leases, statutory obligations, surety and appeal bonds, performance bonds
and other obligations of a like nature incurred in the ordinary course of business;
provided that the aggregate value of the liens, pledges or deposits referred to in
clauses (iii) and (iv) above shall not exceed $10,000,000 at any one time; or any
other claim which is pari passu with or senior to the claims of the Administrative
Agent and the Lenders shall be granted in these Chapter 11 cases;
k. Any judgment in excess of $2,000,000 as to any postpetition obligation not
covered by insurance shall be rendered against the Debtors and the enforcement
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thereof shall not be stayed; or there shall be rendered against the Debtors a nonmonetary judgment with respect to a postpetition event which has or could
reasonably be expected to have a material adverse effect on the ability of the
Debtors to perform their obligations under this Order;
l.

A filing by any of the Debtors (or any of their successors and assigns, it being
understood that the Committee shall not be considered a successor or assign of the
Debtors for the purpose of this provision) of (x) any motion or application or
adversary proceeding challenging the validity, enforceability, perfection or
priority of any of the Loan Documents or any such liens and security interests or
any other cause of action against and/or with respect to the Prepetition
Obligations, the prepetition liens securing such Prepetition Obligations, the
Administrative Agent or the Lenders in their respective capacities as such under
the Loan Documents and relating to any of the foregoing matters or (y) any plan
of reorganization not providing for the repayment in full in cash on the effective
date of such plan, of the Prepetition Obligations under the Loan Documents and
otherwise reasonably acceptable to the Administrative Agent; and

m. There shall occur any condition or event after the Petition Date that could
reasonably be expected to have a material adverse effect on the property,
business, condition (financial or otherwise) or prospects of the Debtors taken as a
whole.
The Debtors shall promptly provide notice to the Administrative Agent (with a copy to counsel
for the Committee and any other statutory committee appointed in these Chapter 11 cases and the
United States Trustee) of the occurrence of any Event of Default.
8. On the Termination Date, upon five (5) business days’ written notice to the
Debtors (with a copy to counsel for the Committee and any other statutory committee appointed
in these Chapter 11 cases and the United States Trustee) (i) the Administrative Agent may
terminate the Debtors’ right to use the Cash Collateral, (ii) the Adequate Protection Obligations
shall become immediately due and payable, (iii) the Administrative Agent and each Lender may
setoff amounts in any account of the Debtors maintained with the Administrative Agent or each
Lender, respectively and (iv) the Administrative Agent and the Lenders may exercise the rights
and remedies available under the Loan Documents, this Order or applicable law, including,
without limitation, foreclosing upon and selling all or a portion of the Prepetition Collateral or
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Postpetition Collateral in order to collect the Adequate Protection Obligations. The actions
described in clauses (iii) and (iv) above may be taken without further order of or application to
the Court as the Administrative Agent or the Lenders shall, in its discretion, elect, and the
automatic stay is hereby deemed modified and vacated to the extent necessary to permit such
actions, provided that no order prohibiting such action is entered by this Court during the abovereferenced five (5) business day period. The Administrative Agent and the Lenders shall be
entitled to apply the payments or proceeds of the Prepetition Collateral in accordance with the
provisions of the Loan Documents, and in no event shall the Administrative Agent or any of the
Lenders be subject to the equitable doctrine of “marshaling” or any other similar doctrine with
respect to any of the Prepetition Collateral, Postpetition Collateral or otherwise.
Notwithstanding the occurrence of the Termination Date or anything herein, all of the rights,
remedies, benefits and protections provided to the Administrative Agent and the Lenders under
this Order shall survive the Termination Date. Notwithstanding anything to the contrary
contained herein, upon the occurrence of any of the Events of Default set forth in subsections (a),
(d), (f), (j) and (m) of paragraph 7, the Debtors’ right to use Cash Collateral hereunder shall
terminate immediately.
9. The provisions of this Order and any actions taken pursuant hereto shall
survive entry of any order which may be entered (a) confirming any plan of reorganization in
these Chapter 11 cases; (b) converting any of these Chapter 11 cases to Chapter 7 cases; or (c)
dismissing any of these Chapter 11 cases. If an order dismissing these Chapter 11 cases under
Section 1112 of the Bankruptcy Code or otherwise is at any time entered, such order shall
provide (in accordance with Sections 105 and 349 of the Bankruptcy Code) that (a) the
Replacement Liens granted pursuant to this Order to the Administrative Agent and the Lenders
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shall continue in full force and effect, shall remain binding on all parties in interest
notwithstanding such dismissal until the obligations secured thereby shall have been paid and
satisfied in full and (b) this Court shall retain jurisdiction, notwithstanding such dismissal, for the
limited purposes of enforcing such Replacement Liens.
10. The Debtors and any of their successors in interest (including, without
limitation, any trustee appointed or elected in any of these Chapter 11 cases or following the
conversion of any of these cases to cases under Chapter 7 or any representative(s) of the Debtors’
estates appointed pursuant to Section 1123(b)(3) of the Bankruptcy Code or otherwise) shall be
deemed to have waived and released, on behalf of themselves and their estates, all claims and
causes of action under Sections 544, 545, 547 or 548 of the Bankruptcy Code seeking to recover
or avoid any liens granted to, transfers to or for the benefit of, or other obligations incurred in
favor of the Administrative Agent or any Lender, as well as any objection or defense to, the
validity, perfection, priority, extent or enforceability of any amount due under the Loan
Documents (collectively, the “Adversary Proceedings”) and (a) the Prepetition Obligations shall
constitute allowed claims, not subject to defense, counterclaim, offset of any kind or
subordination for all purposes in these Chapter 11 cases and any subsequent Chapter 7 cases, (b)
the liens and security interests of the Administrative Agent for the ratable benefit of the Lenders
upon the Prepetition Collateral shall be deemed legal, valid, binding, enforceable, perfected and
unavoidable and (c) the Administrative Agent and the Lenders shall not be subject to any other
or further claims or causes of action by any party in interest seeking to exercise the rights of the
Debtors’ estates, except to the extent (and only to the extent) of any claims or causes of action
that are the subject of an adversary proceeding or contested matter commenced by the Debtors or
any other party authorized or permitted under applicable law to do so (including any statutory
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committee appointed in these Chapter 11 cases), against the Administrative Agent or any Lender
no later than October 8, 2004, without prejudice to the rights of parties in interest to be heard
with respect to extensions of the deadline referred to in this paragraph.
11. Entry of this Order shall be without prejudice to any and all rights, remedies,
claims and causes of action which the Administrative Agent or the Lenders may have against the
Debtors or third parties, and without prejudice to the right of the Administrative Agent and the
Lenders to seek relief from the automatic stay in effect pursuant to Bankruptcy Code
Section 362, or any other relief in the Chapter 11 cases, and the right of the Debtors to oppose
any such relief. The provisions of this Order shall be binding upon and inure to the benefit of the
Administrative Agent, the Lenders, the Debtors, and their respective successors and assigns,
including any trustee or other fiduciary hereafter appointed in these Chapter 11 cases as a legal
representative of the Debtors or the Debtors’ estates.
12. (a) In order to facilitate the processing of claims, to ease the burden upon the
Court and to reduce any unnecessary expense to the Debtors’ estates, the Administrative Agent is
authorized to file a master proof of claim on behalf of itself and the Lenders on account of their
claims arising under the Loan Documents and hereunder against the Obligors (the “Master Proof
of Claim”) to the extent the Lenders are required to file a proof of claim on account of such
claims, and the Administrative Agent shall not be required to file a verified statement pursuant to
Rule 2019 of the Federal Rules of Bankruptcy Procedure.
(b) Upon the filing of the Master Proof of Claim against the Obligors, the
Administrative Agent and each Lender, and each of their respective successors and assigns, shall
be deemed to have filed a proof of claim in the amount set forth opposite its name therein in
respect of its claims against each of the Obligors arising under the Loan Documents, and the
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claim of the Administrative Agent and each Lender (and each of their respective successors and
assigns), named in the Master Proof of Claim shall be allowed or disallowed as if such entity had
filed a separate proof of claim in each applicable Chapter 11 case in the amount set forth
opposite each name in the Master Proof of Claim; provided that the Administrative Agent may
but shall not be required to amend the Master Proof of Claim from time to time to, among other
things, reflect a change in the holders of claims set forth therein or a reallocation among such
holders of the claims asserted therein resulting from any transfer of any such claims.
(c) The provisions set forth of this paragraph and the Master Proof of Claim are
intended solely for the purpose of administrative convenience and, except to the extent set forth
herein or therein, neither the provisions of this paragraph nor the Master Proof of Claim shall
affect the substantive rights of the Debtors, any statutory committee appointed in these Chapter
11 cases, the Administrative Agent or the Lenders or any other party in interest or their
respective successors in interest including, without limitation, the right of each Lender (or their
successors in interest) to vote separately on any plan of reorganization proposed in the Debtors’
Chapter 11 cases.
13. Pursuant to Sections 105, 361 and 363 of the Bankruptcy Code, the
Administrative Agent and the Lenders are hereby found to be entities that have acted in “good
faith” in connection with the negotiation and entry of this Order, and each is entitled to the
protection provided to such entities under Section 363(m) of the Bankruptcy Code.
14. Except on the terms of this Order, the Debtors shall be enjoined and
prohibited from at any time (i) using the Cash Collateral, or (ii) using the Postpetition Collateral.
Notwithstanding any provision in other “first day” orders entered by this Court authorizing the
Debtors to make payments in respect of prepetition obligations, the provisions in this Order
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conditioning the payment of such amounts or limiting the amount of such payments are
controlling. Except for the Carveout, no expenses of administration of these Chapter 11 cases or
any future proceeding or case which may result therefrom, including (without limitation)
liquidation under Chapter 7, shall be charged pursuant to Section 506(c) of the Code against the
Prepetition Collateral or the Postpetition Collateral without the prior written consent of the
Administrative Agent and the Lenders, and no such consent shall be implied from any action,
inaction or acquiescence by the Administrative Agent or the Lenders or otherwise.
15. Notwithstanding anything herein to the contrary, neither the Cash Collateral
nor the Carveout may be used to (a) object, contest or raise any defense to, the validity,
perfection, priority, extent or enforceability of any amount due under the Loan Documents, or
the liens or claims granted under this Order or the Loan Documents (but may be used for the
investigation in connection with the Loan Documents), (b) assert any claims, counterclaims,
defenses or causes of action against the Administrative Agent or the Lenders or their respective
affiliates, (c) prevent, hinder or otherwise delay the Administrative Agent’s foreclosure on the
Cash Collateral, the Prepetition Collateral or the Postpetition Collateral in accordance with the
Loan Documents or this Order (but may be used solely to contest whether an Event of Default
hereunder shall have occurred); or (d) seek to modify any of the rights granted to the
Administrative Agent or the Lenders hereunder or under the Loan Documents, in each of the
foregoing cases without such parties’ prior written consent (it being understood that this clause
(d) shall not apply to any actions by the Debtors or the Committee to contest, pursuant to
paragraph 3(d) of this Order, any requested modification by the Administrative Agent or the
Lenders of the grant of adequate protection provided to them under this Order).
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16. Except as specifically amended, supplemented or otherwise modified hereby,
all of the provisions of the Interim Order shall remain in effect and are hereby ratified by this
Order. In the event of any inconsistency between the terms of this Order and the terms of the
Interim Order, the terms of this Order shall govern.
Dated: June 22, 2004
New York, New York
/s/Robert D. Drain
The Honorable Robert D. Drain
United States Bankruptcy Judge
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Consolidated U.S. Operations
Interim Period Cash Flow Budget
Re: Cash Flow Summary - Expanded
Updated, May 25, 2004

1
Forecast
5/23/2004
to
5/29/2004

2
Forecast
5/30/2004
to
6/5/2004

3
Forecast
6/6/2004
to
6/12/2004

4
Forecast
6/13/2004
to
6/19/2004

5
Forecast
6/20/2004
to
6/26/2004

6
Forecast
6/27/2004
to
7/3/2004

7
Forecast
7/4/2004
to
7/10/2004

8
Forecast
7/11/2004
to
7/17/2004

9
Forecast
7/18/2004
to
7/24/2004

10
Forecast
7/25/2004
to
7/31/2004

11
Forecast
8/1/2004
to
8/7/2004

OPERATING CASH FLOW
Operating Receipts:
Trade Receivables Collections
Sublease Cash Receipts
StarPower Reimbursement
Other Receipts (net)

10,124,379
518,303
602,930
147,082

10,124,379
339,161
139,500

10,124,379
1,660,248
(202,500)

10,124,379
125,812
(1,431,000)

10,124,379
518,303
147,082

10,124,379
339,161
139,500

10,124,379
1,300,000
(202,500)

10,124,379
125,812
(1,431,000)

10,124,379
518,303
147,082

10,124,379
339,161
139,500

10,021,879
1,300,000
(99,999)

Subtotal Operating Receipts

11,392,695

10,603,040

11,582,127

8,819,192

10,789,765

10,603,040

11,221,879

8,819,192

10,789,765

10,603,040

(8,183,643)
(227,840)
(329,612)
(93,503)
(769,810)
(1,056,616)
(10,661,024)

(6,557,783)
(2,871,000)
(8,159)
(736,280)
(769,810)
(1,325,827)
(12,268,859)

(2,383,643)
(227,840)
(1,000,642)
(236,646)
(769,810)
(1,433,511)
(6,052,092)

(2,383,643)
(227,840)
(972,151)
(1,581,125)
(1,433,511)
(6,598,270)

(4,183,643)
(227,840)
(4,639,394)
(769,810)
(1,433,511)
(11,254,198)

(8,557,783)
(2,871,000)
(1,813,350)
(769,810)
(1,498,358)
(15,510,301)

(4,183,643)
(227,840)
(213,397)
(769,810)
(1,572,003)
(6,966,692)

(2,383,643)
(227,840)
(439,870)
(1,581,125)
(1,572,003)
(6,204,480)

(2,383,643)
(227,840)
(2,721,078)
(769,810)
(1,572,003)
(7,674,373)

(9,057,783)
(2,871,000)
(895,180)
(222,000)
(769,810)
(1,572,003)
(15,387,776)

12
Forecast
8/8/2004
to
8/14/2004

13
Forecast
8/15/2004
to
8/21/2004

14
Forecast
8/22/2004
to
8/28/2004

7,993,379
125,812
250,002

10,068,379
518,303
203,085

10,013,879
339,161
250,004

139,341,311
3,807,292
4,863,178
(1,804,160)

11,221,880

8,369,194

10,789,768

10,603,044

146,207,620

(4,183,643)
(227,840)
(213,397)
(769,810)
(1,261,148)
(6,655,838)

(2,383,643)
(227,840)
(439,870)
(769,810)
(1,261,148)
(5,082,311)

(2,383,643)
(227,840)
(2,721,078)
(1,581,125)
(1,261,148)
(8,174,834)

(9,057,783)
(227,840)
(895,180)
(222,000)
(769,810)
(1,261,148)
(12,433,761)

(68,267,560)
(11,119,244)
(15,489,008)
(3,323,779)
(13,211,279)
(19,513,937)
(130,924,808)

(2,999,818)
(1,607,025)
(4,606,843)

(20,998,726)
(11,299,172)
(32,297,898)

Cumulative
5/23/2004
to
8/28/2004

Operating Disbursements:
Operating Expenses
Rents / Leases / Property Costs
Taxes
Insurance/Legal/Other
Other Expenses (Temp./Prof./Benefits)
Inventory & Capital Expenditures

Payroll Disbursements:
Salaries & Wages
Taxes & Other

Subtotal Operating Disbursements
Subtotal Operating Cash Flow

RESTRUCTURING CASH FLOW
Professional Fees
Operations and Other
Subtotal Restructuring Cash Flow
Total Net weekly Cash Inflow / (Outflow)
Cash Total (net of float and fully restricted)
Debt (Repayments) / Draws
Less: Weekly Cash Inflow / (Outflow)
Ending Cash Balance
**Minimum Monthly Cash Floor:

(10,661,024)

(2,999,818)
(1,657,025)
(4,656,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(16,925,701)

(6,052,092)

(11,205,112)

(11,254,198)

(20,117,144)

(6,966,692)

(10,811,323)

(7,674,373)

(19,994,618)

(6,655,838)

(9,689,153)

(8,174,834)

(17,040,604)

(163,222,705)

(6,322,661)

5,530,036

(2,385,921)

(464,433)

(9,514,103)

4,255,187

(1,992,131)

3,115,391

(9,391,578)

4,566,043

(1,319,960)

2,614,934

(6,437,560)

(17,015,085)

(3,886,000)
(2,075,615)
(5,961,615)

(12,000,000)
(12,000,000)

(10,000,000)
(10,000,000)

(14,500,000)
(14,500,000)

(2,000,000)
(2,000,000)

(2,684,000)
(1,000,000)
(3,684,000)

(5,229,944)

(18,322,661)

(4,469,964)

(16,885,921)

(2,464,433)

(13,198,103)

4,255,187

(1,992,131)

2,320,725

(15,391,578)

3,771,376

(1,319,960)

1,820,268

(6,437,560)

(73,544,700)

223,850,414
(5,229,944)
218,620,470

218,620,470
(17,919,078)
(18,322,661)
182,378,730

182,378,730
(4,469,964)
177,908,766

177,908,766
(16,885,921)
161,022,845

161,022,845
(2,464,433)
158,558,412

158,558,412
(13,198,103)
145,360,309

145,360,309
4,255,187
149,615,496

149,615,496
(1,992,131)
147,623,364

147,623,364
2,320,725
149,944,089

149,944,089
(15,391,578)
134,552,511

134,552,511
3,771,376
138,323,887

138,323,887
(1,319,960)
137,003,928

137,003,928
1,820,268
138,824,195

138,824,195
(6,437,560)
132,386,635

223,850,414
(17,919,078)
(73,544,700)
132,386,635

180,000,000

152,080,922

152,080,922

132,080,922

132,080,922

122,080,922

122,080,922

122,080,922

122,080,922

122,080,922

122,080,922

122,080,922

122,080,922

122,080,922

731,671

-

** - Minimum Cash Floor per the most recent waiver agreement (amounts have been adjusted for Principal and Interest payments)

5/27/2004
Consolidated

-

(794,667)
(794,667)

(6,000,000)
(6,000,000)

(794,667)
(794,667)

-

(794,667)
(794,667)

-

(8,954,000)
(47,575,615)
(56,529,615)

Debtors U.S. Operations
Interim Period Cash Flow Budget
Re: Cash Flow Summary - Expanded
Updated, May 25, 2004

1
Forecast
5/23/2004
to
5/29/2004

2
Forecast
5/30/2004
to
6/5/2004

3
Forecast
6/6/2004
to
6/12/2004

4
Forecast
6/13/2004
to
6/19/2004

5
Forecast
6/20/2004
to
6/26/2004

6
Forecast
6/27/2004
to
7/3/2004

7
Forecast
7/4/2004
to
7/10/2004

8
Forecast
7/11/2004
to
7/17/2004

9
Forecast
7/18/2004
to
7/24/2004

10
Forecast
7/25/2004
to
7/31/2004

11
Forecast
8/1/2004
to
8/7/2004

12
Forecast
8/8/2004
to
8/14/2004

13
Forecast
8/15/2004
to
8/21/2004

14
Forecast
8/22/2004
to
8/28/2004

Cumulative
5/23/2004
to
8/28/2004

OPERATING CASH FLOW
Operating Receipts:
Trade Receivables Collections
Sublease Cash Receipts
StarPower Reimbursement
Other Receipts (net)

-

5,000,000

-

-

-

-

-

-

-

-

-

-

-

-

5,000,000

Subtotal Operating Receipts

-

5,000,000

-

-

-

-

-

-

-

-

-

-

-

-

5,000,000

Operating Disbursements:
Operating Expenses
Rents / Leases / Property Costs
Taxes
Insurance/Legal/Other
Other Expenses (Temp./Prof./Benefits)
Inventory & Capital Expenditures

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Subtotal Operating Disbursements

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Subtotal Operating Cash Flow

-

-

-

-

-

-

-

-

-

-

-

-

-

5,000,000

-

-

-

(1,574,000)
(720,000)
(2,294,000)

-

-

(397,333)
(397,333)

-

(397,333)
(397,333)

-

(397,333)
(397,333)

-

(2,766,000)
(720,000)
(3,486,000)

-

-

-

(2,294,000)

-

-

(397,333)

-

(397,333)

-

(397,333)

-

1,514,000

Payroll Disbursements:
Salaries & Wages
Taxes & Other

RESTRUCTURING CASH FLOW
Professional Fees
Operations and Other
Subtotal Restructuring Cash Flow
Total Net weekly Cash Inflow / (Outflow)
Cash Total (net of float and fully restricted)
Debt (Repayments) / Draws
Less: Weekly Cash Inflow / (Outflow)
Ending Cash Balance

-

5,000,000

-

-

5,000,000

-

5,000,000
5,000,000

5,000,000
5,000,000

5,000,000
5,000,000

5,000,000
5,000,000

5,000,000
(2,294,000)
2,706,000

2,706,000
2,706,000

5/27/2004
Debtors

2,706,000
2,706,000

2,706,000
(397,333)
2,308,667

2,308,667
2,308,667

2,308,667
(397,333)
1,911,333

1,911,333
1,911,333

1,911,333
(397,333)
1,514,000

1,514,000
1,514,000

1,514,000
1,514,000

Non-Debtors U.S. Operations
Interim Period Cash Flow Budget
Re: Cash Flow Summary - Expanded
Updated, May 25, 2004

1
Forecast
5/23/2004
to
5/29/2004

2
Forecast
5/30/2004
to
6/5/2004

3
Forecast
6/6/2004
to
6/12/2004

4
Forecast
6/13/2004
to
6/19/2004

5
Forecast
6/20/2004
to
6/26/2004

6
Forecast
6/27/2004
to
7/3/2004

7
Forecast
7/4/2004
to
7/10/2004

8
Forecast
7/11/2004
to
7/17/2004

9
Forecast
7/18/2004
to
7/24/2004

10
Forecast
7/25/2004
to
7/31/2004

11
Forecast
8/1/2004
to
8/7/2004

OPERATING CASH FLOW
Operating Receipts:
Trade Receivables Collections
Sublease Cash Receipts
StarPower Reimbursement
Other Receipts (net)

10,124,379
518,303
602,930
147,082

10,124,379
339,161
(4,860,500)

10,124,379
1,660,248
(202,500)

10,124,379
125,812
(1,431,000)

10,124,379
518,303
147,082

10,124,379
339,161
139,500

10,124,379
1,300,000
(202,500)

10,124,379
125,812
(1,431,000)

10,124,379
518,303
147,082

10,124,379
339,161
139,500

10,021,879
1,300,000
(99,999)

Subtotal Operating Receipts

11,392,695

5,603,040

11,582,127

8,819,192

10,789,765

10,603,040

11,221,879

8,819,192

10,789,765

10,603,040

(8,183,643)
(227,840)
(329,612)
(93,503)
(769,810)
(1,056,616)
(10,661,024)

(6,557,783)
(2,871,000)
(8,159)
(736,280)
(769,810)
(1,325,827)
(12,268,859)

(2,383,643)
(227,840)
(1,000,642)
(236,646)
(769,810)
(1,433,511)
(6,052,092)

(2,383,643)
(227,840)
(972,151)
(1,581,125)
(1,433,511)
(6,598,270)

(4,183,643)
(227,840)
(4,639,394)
(769,810)
(1,433,511)
(11,254,198)

(8,557,783)
(2,871,000)
(1,813,350)
(769,810)
(1,498,358)
(15,510,301)

(4,183,643)
(227,840)
(213,397)
(769,810)
(1,572,003)
(6,966,692)

(2,383,643)
(227,840)
(439,870)
(1,581,125)
(1,572,003)
(6,204,480)

(2,383,643)
(227,840)
(2,721,078)
(769,810)
(1,572,003)
(7,674,373)

(9,057,783)
(2,871,000)
(895,180)
(222,000)
(769,810)
(1,572,003)
(15,387,776)

12
Forecast
8/8/2004
to
8/14/2004

13
Forecast
8/15/2004
to
8/21/2004

14
Forecast
8/22/2004
to
8/28/2004

7,993,379
125,812
250,002

10,068,379
518,303
203,085

10,013,879
339,161
250,004

139,341,311
3,807,292
4,863,178
(6,804,160)

11,221,880

8,369,194

10,789,768

10,603,044

141,207,620

(4,183,643)
(227,840)
(213,397)
(769,810)
(1,261,148)
(6,655,838)

(2,383,643)
(227,840)
(439,870)
(769,810)
(1,261,148)
(5,082,311)

(2,383,643)
(227,840)
(2,721,078)
(1,581,125)
(1,261,148)
(8,174,834)

(9,057,783)
(227,840)
(895,180)
(222,000)
(769,810)
(1,261,148)
(12,433,761)

(68,267,560)
(11,119,244)
(15,489,008)
(3,323,779)
(13,211,279)
(19,513,937)
(130,924,808)

(2,999,818)
(1,607,025)
(4,606,843)

(20,998,726)
(11,299,172)
(32,297,898)

Cumulative
5/23/2004
to
8/28/2004

Operating Disbursements:
Operating Expenses
Rents / Leases / Property Costs
Taxes
Insurance/Legal/Other
Other Expenses (Temp./Prof./Benefits)
Inventory & Capital Expenditures

Payroll Disbursements:
Salaries & Wages
Taxes & Other

Subtotal Operating Disbursements
Subtotal Operating Cash Flow

RESTRUCTURING CASH FLOW
Professional Fees
Operations and Other
Subtotal Restructuring Cash Flow
Total Net weekly Cash Inflow / (Outflow)
Cash Total (net of float and fully restricted)
Debt (Repayments) / Draws
Less: Weekly Cash Inflow / (Outflow)
Ending Cash Balance

(10,661,024)

(2,999,818)
(1,657,025)
(4,656,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(2,999,818)
(1,607,025)
(4,606,843)

-

(16,925,701)

(6,052,092)

(11,205,112)

(11,254,198)

(20,117,144)

(6,966,692)

(10,811,323)

(7,674,373)

(19,994,618)

(6,655,838)

(9,689,153)

(8,174,834)

(17,040,604)

(163,222,705)

(11,322,661)

5,530,036

(2,385,921)

(464,433)

(9,514,103)

4,255,187

(1,992,131)

3,115,391

(9,391,578)

4,566,043

(1,319,960)

2,614,934

(6,437,560)

(22,015,085)

(3,886,000)
(2,075,615)
(5,961,615)

(12,000,000)
(12,000,000)

(10,000,000)
(10,000,000)

(14,500,000)
(14,500,000)

(2,000,000)
(2,000,000)

(1,110,000)
(280,000)
(1,390,000)

(5,229,944)

(23,322,661)

(4,469,964)

(16,885,921)

(2,464,433)

(10,904,103)

4,255,187

(1,992,131)

2,718,058

(15,391,578)

4,168,710

(1,319,960)

2,217,601

(6,437,560)

(75,058,700)

223,850,414
(5,229,944)
218,620,470

218,620,470
(17,919,078)
(23,322,661)
177,378,730

177,378,730
(4,469,964)
172,908,766

172,908,766
(16,885,921)
156,022,845

156,022,845
(2,464,433)
153,558,412

153,558,412
(10,904,103)
142,654,309

142,654,309
4,255,187
146,909,496

146,909,496
(1,992,131)
144,917,364

144,917,364
2,718,058
147,635,422

147,635,422
(15,391,578)
132,243,844

132,243,844
4,168,710
136,412,554

136,412,554
(1,319,960)
135,092,594

135,092,594
2,217,601
137,310,195

137,310,195
(6,437,560)
130,872,635

223,850,414
(17,919,078)
(75,058,700)
130,872,635

731,671

-

5/27/2004
Non-Debtors

-

(397,333)
(397,333)

(6,000,000)
(6,000,000)

(397,333)
(397,333)

-

(397,333)
(397,333)

-

(6,188,000)
(46,855,615)
(53,043,615)

