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DISCLAIMER

THE DEBTORS ARE PROVIDING THE INFORMATION IN THIS DISCLOSURE
STATEMENT (THIS “DISCLOSURE STATEMENT”) TO CERTAIN HOLDERS OF
CLAIMS FOR PURPOSES OF SOLICITING VOTES TO ACCEPT OR REJECT THE
DEBTORS’ JOINT CHAPTER 11 PLAN OF HRI HOLDING CORP. AND ITS DEBTOR
AFFILIATES (THE “PLAN”). NOTHING IN THIS DISCLOSURE STATEMENT MAY BE
RELIED UPON OR USED BY ANY ENTITY FOR ANY OTHER PURPOSE. PRIOR TO
DECIDING WHETHER AND HOW TO VOTE ON THE PLAN, EACH HOLDER ENTITLED
TO VOTE SHOULD CAREFULLY CONSIDER ALL OF THE INFORMATION IN THIS
DISCLOSURE STATEMENT, INCLUDING THE RISK FACTORS DESCRIBED IN
ARTICLE IX HEREIN.

THE DEBTORS URGE EACH HOLDER OF A CLAIM OR AN INTEREST TO
CONSULT WITH ITS OWN ADVISORS WITH RESPECT TO ANY LEGAL, FINANCIAL,
SECURITIES, TAX, OR BUSINESS ADVICE IN REVIEWING THIS DISCLOSURE
STATEMENT, THE PLAN AND ALL OF THE ACTIONS NECESSARY TO EFFECTUATE
THE PLAN. FURTHERMORE, THE BANKRUPTCY COURT’S APPROVAL OF THE
ADEQUACY OF THE INFORMATION CONTAINED IN THIS DISCLOSURE
STATEMENT DOES NOT CONSTITUTE THE BANKRUPTCY COURT’S APPROVAL OF
THE PLAN.

THIS DISCLOSURE STATEMENT CONTAINS, AMONG OTHER THINGS,
SUMMARIES OF THE PLAN, CERTAIN STATUTORY PROVISIONS, CERTAIN EVENTS
IN THE DEBTORS’ CHAPTER 11 CASES, AND CERTAIN DOCUMENTS RELATED TO
THE PLAN THAT ARE INCORPORATED BY REFERENCE HEREIN. ALTHOUGH THE
DEBTORS BELIEVE THAT THESE SUMMARIES ARE FAIR AND ACCURATE, THESE
SUMMARIES ARE QUALIFIED IN THEIR ENTIRETY TO THE EXTENT THAT THEY DO
NOT SET FORTH THE ENTIRE TEXT OF SUCH DOCUMENTS OR STATUTORY
PROVISIONS OR EVERY DETAIL OF SUCH EVENTS. IN THE EVENT OF ANY
INCONSISTENCY OR DISCREPANCY BETWEEN A DESCRIPTION IN THIS
DISCLOSURE STATEMENT AND THE TERMS AND PROVISIONS OF THE PLAN OR
ANY OTHER DOCUMENTS INCORPORATED HEREIN BY REFERENCE, THE PLAN OR
SUCH OTHER DOCUMENTS WILL GOVERN FOR ALL PURPOSES. FACTUAL
INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT HAS BEEN
PROVIDED BY THE DEBTORS’ MANAGEMENT EXCEPT WHERE OTHERWISE
SPECIFICALLY NOTED. THE DEBTORS DO NOT REPRESENT OR WARRANT THAT
THE INFORMATION CONTAINED HEREIN OR ATTACHED HERETO IS WITHOUT
ANY MATERIAL INACCURACY OR OMISSION.

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACCORDANCE
WITH SECTION 1125 OF THE BANKRUPTCY CODE AND BANKRUPTCY RULE 3016(B)
AND IS NOT NECESSARILY IN ACCORDANCE WITH FEDERAL OR STATE
SECURITIES LAWS OR OTHER SIMILAR LAWS.

THIS DISCLOSURE STATEMENT WAS NOT FILED WITH THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE AUTHORITY AND NEITHER THE
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SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE AUTHORITY HAS
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS DISCLOSURE STATEMENT
OR UPON THE MERITS OF THE PLAN.

THIS  DISCLOSURE  STATEMENT CONTAINS FORWARD-LOOKING
STATEMENTS WITHIN THE MEANING OF SECTION 27A AND SECTION 21E OF THE
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”).
SUCH STATEMENTS MAY CONTAIN WORDS SUCH AS “MAY,” “WILL,” “MIGHT,”
“EXPECT,” “BELIEVE,” “ANTICIPATE,” “COULD,” “WOULD,” “ESTIMATE,”
“CONTINUE,” “PURSUE,” OR THE NEGATIVE THEREOF OR COMPARABLE
TERMINOLOGY, AND MAY INCLUDE, WITHOUT LIMITATION, INFORMATION
REGARDING THE DEBTORS’ EXPECTATIONS with respect to FUTURE EVENTS. THE
READER IS CAUTIONED THAT ALL FORWARD-LOOKING STATEMENTS ARE
NECESSARILY SPECULATIVE AND THERE ARE CERTAIN RISKS AND
UNCERTAINTIES THAT COULD CAUSE ACTUAL EVENTS OR RESULTS TO DIFFER
MATERIALLY FROM THOSE REFERRED TO IN SUCH FORWARD-LOOKING
STATEMENTS. THE LIQUIDATION ANALYSIS, DISTRIBUTION PROJECTIONS AND
OTHER INFORMATION CONTAINED HEREIN ARE ESTIMATES ONLY, AND THE
TIMING AND AMOUNT OF ACTUAL DISTRIBUTIONS TO HOLDERS OF ALLOWED
CLAIMS MAY BE AFFECTED BY MANY FACTORS THAT CANNOT BE PREDICTED.
THEREFORE, ANY ANALYSES, ESTIMATES OR RECOVERY PROJECTIONS MAY OR
MAY NOT TURN OUT TO BE ACCURATE.

IN PREPARING THIS DISCLOSURE STATEMENT, THE DEBTORS RELIED ON
FINANCIAL DATA DERIVED FROM THEIR BOOKS AND RECORDS OR THAT WAS
OTHERWISE MADE AVAILABLE TO THEM AT THE TIME OF SUCH PREPARATION
AND ON VARIOUS ASSUMPTIONS REGARDING THE DEBTORS’ BUSINESSES.
ALTHOUGH THE DEBTORS BELIEVE THAT SUCH FINANCIAL INFORMATION
FAIRLY REFLECTS THE FINANCIAL CONDITION OF THE DEBTORS AS OF THE
DATE HEREOF AND THAT THE ASSUMPTIONS REGARDING FUTURE EVENTS
REFLECT REASONABLE BUSINESS JUDGMENTS, NO REPRESENTATIONS OR
WARRANTIES ARE MADE AS TO THE ACCURACY OF THE FINANCIAL
INFORMATION CONTAINED HEREIN OR ASSUMPTIONS REGARDING THE
DEBTORS’ BUSINESSES. THE DEBTORS EXPRESSLY CAUTION READERS NOT TO
PLACE UNDUE RELIANCE ON ANY FORWARD-LOOKING STATEMENTS
CONTAINED HEREIN.

THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE, AND MAY NOT BE
CONSTRUED AS, AN ADMISSION OF FACT, LIABILITY, STIPULATION, OR WAIVER.
THE DEBTORS AND/OR THE PLAN ADMINISTRATOR MAY SEEK TO INVESTIGATE,
FILE AND PROSECUTE CLAIMS AND MAY OBJECT TO CLAIMS AFTER THE
CONFIRMATION OR EFFECTIVE DATE OF THE PLAN IRRESPECTIVE OF WHETHER
THIS DISCLOSURE STATEMENT IDENTIFIES ANY SUCH CLAIMS OR OBJECTIONS
TO CLAIMS.

THE DEBTORS ARE MAKING THE STATEMENTS AND PROVIDING THE
FINANCIAL INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT AS OF
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THE DATE HEREOF, UNLESS OTHERWISE SPECIFICALLY NOTED. ALTHOUGH THE
DEBTORS MAY SUBSEQUENTLY UPDATE THE INFORMATION IN THIS
DISCLOSURE STATEMENT, THE DEBTORS HAVE NO AFFIRMATIVE DUTY TO DO
SO, AND EXPRESSLY DISCLAIM ANY DUTY TO PUBLICLY UPDATE ANY
FORWARD-LOOKING STATEMENTS, WHETHER AS A RESULT OF NEW
INFORMATION, FUTURE EVENTS OR OTHERWISE. HOLDERS OF CLAIMS AND
INTERESTS REVIEWING THIS DISCLOSURE STATEMENT SHOULD NOT INFER
THAT, AT THE TIME OF THEIR REVIEW, THE FACTS SET FORTH HEREIN HAVE NOT
CHANGED SINCE THIS DISCLOSURE STATEMENT WAS FILED. INFORMATION
CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. THE
DEBTORS RESERVE THE RIGHT TO FILE AN AMENDED PLAN AND RELATED
AMENDED DISCLOSURE STATEMENT FROM TIME TO TIME, SUBJECT TO THE
TERMS OF THE PLAN.

NO LEGAL OR TAX ADVICE IS PROVIDED TO YOU BY THIS DISCLOSURE
STATEMENT. THE DEBTORS URGE EACH HOLDER OF A CLAIM OR AN INTEREST
TO CONSULT WITH THEIR OWN ADVISORS WITH RESPECT TO ANY LEGAL,
FINANCIAL, SECURITIES, TAX OR BUSINESS ADVICE IN REVIEWING THIS
DISCLOSURE STATEMENT, THE PLAN AND EACH OF THE PROPOSED
TRANSACTIONS CONTEMPLATED THEREBY. FURTHERMORE, THE BANKRUPTCY
COURT’S INTERIM APPROVAL OF THE ADEQUACY OF THE DISCLOSURES
CONTAINED IN THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE THE
BANKRUPTCY COURT’S APPROVAL OF THE MERITS OF THE PLAN.

CONFIRMATION AND CONSUMMATION OF THE PLAN ARE SUBJECT TO
CERTAIN MATERIAL CONDITIONS PRECEDENT DESCRIBED IN ARTICLE XI OF THE
PLAN. THERE IS NO ASSURANCE THAT THE PLAN WILL BE CONFIRMED OR, IF
CONFIRMED, THAT SUCH MATERIAL CONDITIONS PRECEDENT WILL BE
SATISFIED OR WAIVED. YOU ARE ENCOURAGED TO READ THIS DISCLOSURE
STATEMENT IN ITS ENTIRETY, INCLUDING BUT NOT LIMITED TO THE PLAN AND
ARTICLE IX OF THIS DISCLOSURE STATEMENT ENTITLED “CERTAIN RISK
FACTORS TO BE CONSIDERED BEFORE VOTING,” BEFORE SUBMITTING YOUR
BALLOT TO VOTE TO ACCEPT OR REJECT THE PLAN.

THE DEBTORS HAVE NOT AUTHORIZED ANY ENTITY TO GIVE ANY
INFORMATION ABOUT OR CONCERNING THE PLAN OTHER THAN THAT WHICH IS
CONTAINED IN THIS DISCLOSURE STATEMENT. THE DEBTORS HAVE NOT
AUTHORIZED ANY REPRESENTATIONS CONCERNING THE DEBTORS OR THE
VALUE OF THEIR PROPERTY OTHER THAN AS SET FORTH IN THIS DISCLOSURE
STATEMENT.

IF THE PLAN IS CONFIRMED BY THE BANKRUPTCY COURT AND THE
EFFECTIVE DATE OCCURS, ALL HOLDERS OF CLAIMS AND INTERESTS
(INCLUDING THOSE HOLDERS OF CLAIMS OR INTERESTS WHO DO NOT SUBMIT
BALLOTS TO ACCEPT OR REJECT THE PLAN, OR WHO ARE NOT ENTITLED TO
VOTE ON THE PLAN) WILL BE BOUND BY THE TERMS OF THE PLAN AND ANY
TRANSACTIONS CONTEMPLATED THEREBY.
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THE DEBTORS, THE PREPETITION SECURED LENDERS AND THE
CREDITORS’ COMMITTEE SUPPORT CONFIRMATION OF THE PLAN AND URGE ALL
HOLDERS OF CLAIMS WHOSE VOTES ARE BEING SOLICITED TO ACCEPT THE
PLAN.
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ARTICLE L.

INTRODUCTION

This disclosure statement (this “Disclosure Statement™) provides information regarding
the Joint Chapter 11 Plan of HRI Holding Corp. and Its Debtor Affiliates (as may be amended,
supplemented or otherwise modified from time to time, the “M”),z which the Debtors are
seeking to have confirmed by the Bankruptcy Court. A copy of the Plan is attached hereto as
Exhibit A. The rules of interpretation set forth in Article I of the Plan shall govern the
interpretation of this Disclosure Statement.

The Debtors believe that the Plan is in the best interests of the Debtors’ Estates. As such,
the Debtors recommend that all holders of Claims entitled to vote accept the Plan by returning
their ballots (each, a “Ballot”) so as to be actually received by the Claims, Noticing, and
Solicitation Agent (as defined herein) no later than October 23, 2020 at 11:59 p.m. (prevailing
Eastern Time). Assuming the requisite acceptances to the Plan are obtained, the Debtors will
seek the Bankruptcy Court’s approval of the Plan at the Confirmation Hearing.

A. Overview of the Plan

The Debtors propose to liquidate under chapter 11 of the Bankruptcy Code. Under
chapter 11, a debtor may reorganize or liquidate its business for the benefit of its stakeholders.
The consummation of a chapter 11 plan of liquidation is the principal objective of these Chapter
11 Cases. A chapter 11 plan sets forth how a debtor will treat claims and equity interests.

The primary objective of the Plan is to maximize the value of recoveries to all holders of
Allowed Claims and Allowed Interests and generally to distribute all property of the Estates that
is or becomes available for distribution generally in accordance with the priorities established by
the Bankruptcy Code. The Debtors believe that the Plan accomplishes this objective and is in the
best interest of the Estates.

A bankruptcy court’s confirmation of a chapter 11 plan binds the debtor, any entity or
person acquiring property under the plan, any creditor of or equity security holder in a debtor,
and any other entities and persons to the extent ordered by the bankruptcy court pursuant to the
terms of the confirmed plan, whether or not such entity or person is impaired pursuant to the
plan, has voted to accept the plan or receives or retains any property under the plan. Among
other things (subject to certain limited exceptions and except as otherwise provided in the Plan or
the Confirmation Order), the Confirmation Order will provide for the exclusive treatment of
Claims against the Debtors, terminate all of the rights and interests of pre-bankruptcy equity
security holders and substitute the obligations set forth in the Plan for those pre-bankruptcy
Claims and Interests. Under the Plan, Claims and Interests are divided into Classes according to
their relative priority and other criteria. The Plan contemplates the substantive consolidation of
the Debtors’ Estates for distribution purposes only.

2 Unless otherwise specified herein, terms utilized but not otherwise defined herein have the meanings ascribed to them in the

Plan.
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Generally, the Plan:

e vests the Remaining Estate Assets in the Post-Effective Date Debtors for the
purpose of distribution to holders of Allowed Claims;

e designates a Plan Administrator to winddown the Debtors’ affairs, monetize
certain liquor licenses, reconcile Claims, pay Allowed Claims, and administer the
Plan in an efficacious manner;

e cffectuates the Global Settlement by and among the Debtors, the Creditors’
Committee and the Prepetition Secured Lenders as memorialized in the Plan Term
Sheet; and

e provides for one hundred percent (100%) recoveries for holders of Allowed
Administrative Claims, Allowed Priority Tax Claims, Allowed Secured Tax
Claims, Allowed Other Secured Claims, and Allowed Other Priority Claims.

The Debtors believe that confirmation of the Plan will avoid the lengthy delay and
significant cost of liquidation under chapter 7 of the Bankruptcy Code.

The Plan classifies holders of Claims and Interests according to the type of the holder’s
Claim or Interest, as more fully described below. Holders of Claims in Class 4 (Prepetition
Secured Obligations Claims), Class 5 (General Unsecured Claims) and Class 6 (Prepetition
Secured Obligations Deficiency Claims) are entitled to vote to accept or reject the Plan.

B. The Plan Structure

Pursuant to the Plan, the Debtors, the Post-Effective Date Debtors or the Plan
Administrator will pay or provide for payments of Claims as follows:

o the Debtors or the Post-Effective Date Debtors shall pay Allowed
Administrative Claims, Allowed Priority Tax Claims and Allowed Class 3
Other Priority Claims in full from the Priority Claim Reserve;

e the Debtors shall fund the Professional Fee Escrow Account, which
Professional Fee Escrow Account shall be used to pay Allowed
Professional Fee Claims;

e holders of Allowed Class 1 Secured Tax Claims shall receive, at the
option of the Plan Administrator: (a) payment in full in Cash or (b) equal
semi-annual Cash payments over five (5) years with interest at the
applicable non-default rate under non-bankruptcy law, subject to the
option of the Plan Administrator to prepay the entire amount during such
time period;

e holders of Allowed Class 2 Other Secured Claims shall receive, at the

option of the Plan Administrator: (a) payment in full in Cash; (b) the
collateral securing such holder’s Allowed Other Secured Claim; (c)
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reinstatement of such holder’s Allowed Other Secured Claim; or (d) such
other treatment rendering such holder’s Allowed Other Secured Claim
Unimpaired;

e holders of Allowed Class 4 Prepetition Secured Claims shall receive
payment to the Administrative Agent of: (i) any Residual Cash Reserve
Amounts, (i1) Residual Cash and (iii) the Residual Remnant Liquor
License Proceeds;

e holders of Allowed Class 5 General Unsecured Claims shall receive their
Pro Rata share of Class A and Class B Interests;

e holders of Allowed Class 6 Prepetition Secured Obligations Deficiency
Claims shall receive their Pro Rata share of Class B Interests;

e cxisting Intercompany Interests will be cancelled without any distribution
to the holders of such Interests; and

e existing Interests in Holdco will be cancelled without any distribution to
the holders of such Interests.

The Debtors believe that the Plan is consistent with the Plan Term Sheet and in the best
interest of the Debtors’ Estates and creditors, including holders of Class 4 (Prepetition Secured
Obligations Claims), Class 5 (General Unsecured Claims) and Class 6 (Prepetition Secured
Obligations Deficiency Claims), and urge such holders to vote to accept the Plan.

C. The Adequacy of this Disclosure Statement

Before soliciting acceptances of a proposed plan, section 1125 of the Bankruptcy Code
requires a plan proponent to prepare a written disclosure statement containing information of a
kind, and in sufficient detail, to enable a hypothetical reasonable investor to make an informed
judgment regarding acceptance of a chapter 11 plan. The Debtors submit this Disclosure
Statement in accordance with such requirements. This Disclosure Statement includes, without
limitation, information about:

e the Debtors’ corporate history and structure, business operations,
and prepetition capital structure and indebtedness (Article IV
hereof);

e the events leading to the Chapter 11 Cases (Article V hereof);

e the significant pleadings Filed in the Chapter 11 Cases and certain
relief granted by the Bankruptcy Court in connection therewith
(Article VI hereof);

e the classification and treatment of Claims and Interests under the
Plan, including identification of the holders of Claims entitled to
vote, the procedures for voting on the Plan and projected
recoveries (Articles II, III, VII, and VIII hereof);
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e the method of distribution of any recoveries that may be available
to certain holders of Claims pursuant to the Plan, the process for
resolving Disputed Claims and other significant aspects of the Plan
(Article VII hereof);

e the releases contemplated by the Plan that are integral to the
overall settlement of Claims pursuant to the Plan (Article VII
hereof);

e the statutory requirements for confirming the Plan (Article VIII
hereof);

e certain risk factors that holders of Claims should consider before
voting to accept or reject the Plan and information regarding
alternatives to Confirmation of the Plan (Article IX hereof); and

e certain United States federal income tax consequences of the Plan
(Article X hereof).

In light of the foregoing, the Debtors believe that this Disclosure Statement contains
“adequate information” to enable a hypothetical reasonable investor to make an informed
judgment about the Plan and complies with all aspects of section 1125 of the Bankruptcy Code.

The Plan and all documents to be executed, delivered, assumed, and/or performed in
connection with the Consummation of the Plan, including the documents to be included in the
Plan Supplement, are subject to revision and modification from time to time prior to the
Effective Date (subject to the terms of the Plan).

ARTICLE II.

TREATMENT OF CLAIMS AND INTERESTS

The following chart provides a summary of the anticipated recovery to holders of
Classified Claims and Interests under the Plan. Any estimates of Claims and Interests in this
Disclosure Statement may vary from the final amounts Allowed by the Bankruptcy Court. Your
ability to receive distributions under the Plan depends upon the ability of the Debtors to obtain
Confirmation and meet the conditions necessary to consummate the Plan.

The recoveries available to holders of Claims are estimates and actual recoveries may
materially differ based on, among other things, whether the amount of Claims actually
Allowed exceeds the estimates provided below. In such an instance, the recoveries available to
holders of Allowed Claims could be materially lower when compared to the estimates provided
below. To the extent that any inconsistency exists between the summaries contained in this
Disclosure Statement and the Plan, the terms of the Plan shall govern.

Except to the extent that the Debtors and a holder of an Allowed Claim or Interest, as
applicable, agree to a less favorable treatment, such holder shall receive under the Plan the
treatment described below in full and final satisfaction, compromise, settlement, and release of
and in exchange for such holder’s Allowed Claim or Interest. Unless otherwise indicated, each
holder of an Allowed Claim or Interest, as applicable, shall receive such treatment on the
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Effective Date or as soon as reasonably practicable thereafter, including after the completion of
any necessary claims reconciliations and the prosecution of claim objections. The timing of
receipt of such treatment shall be subject to the reasonable discretion of the Post-Effective Date
Debtors and the Plan Administrator.

A. Classified Claims

Projected RECIESLE

Amount Plan
Class | Claim/Interest Plan Treatment u Recovery on
of Allowed
Allowed

Ak Claims

1 Secured Tax Unimpaired and deemed to accept the $47,000 100%

Claims Plan. Each holder of Allowed Claims
in this Class will receive:

= payment in full in Cash of such
holder’s Allowed Secured Tax
Claim; or equal semi-annual Cash
payments commencing as of the
Effective Date or as soon as
reasonably practicable thereafter
and continuing for five years, in an
aggregate amount equal to such
Allowed Secured Tax Claim,
together with interest at the
applicable non-default rate under
non-bankruptcy law, subject to the
option of the Plan Administrator to
prepay the entire amount of such
Allowed Secured Tax Claim during
such time period.

2 Other Secured | Unimpaired and deemed to accept the $0 100%

Claims Plan. Each holder of Allowed Claims
in this Class will receive:

= payment in full in Cash of such
holder’s Allowed Other Secured
Claim; the collateral securing such
holder’s Allowed Other Secured
Claim; reinstatement of such
holder’s Allowed Other Secured
Claim; or such other treatment
rendering such holder’s Allowed
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Class

Claim/Interest

Plan Treatment

Projected
Amount
of Allowed
Claims

Projected
Plan
Recovery on
Allowed
Claims

Other Secured Claim Unimpaired.

Other Priority
Claims

Unimpaired and deemed to accept the
Plan. Each holder of Allowed Claims
in this Class will receive:

= payment in full in Cash of such
holder’s Allowed Other Priority
Claim from the Priority Claim
Reserve; or

= such other treatment rendering such
holder’s Allowed Other Priority
Claim Unimpaired.

$4,000

100%

Prepetition
Secured
Obligations
Claims

Impaired and entitled to vote on the
Plan. Each holder of Allowed Claims
in this Class will receive:

= consistent with the Plan Term Sheet
and pursuant to and conditioned
upon the approval of the Global
Settlement by Final Order, payment
to the Administrative Agent of: (i)
any Residual Cash Reserve
Amounts, (ii) Residual Cash and
(ii1) the Residual Remnant Liquor
License Proceeds.

$47,366,373

65%

General
Unsecured
Claims

Impaired and entitled to vote on the
Plan. Each holder of Allowed Claims
in this Class will receive, consistent
with the Plan Term Sheet and
pursuant to and conditioned upon the
approval of the Global Settlement by

$34 million

Approximately
3%

With respect to Class 5 — General Unsecured Claims, the projected amount of Allowed General Unsecured Claims and the

projected Plan recovery on such Allowed Claims is based on the total amount of General Unsecured Claims asserted in the

Chapter 11 Cases prior to any claims reconciliation process.

Additionally, the projected amount of recovery does not

include any proceeds for recoveries on account of Class B Interests as the amount of the Prepetition Secured Obligations
Deficiency Claims presently is unknown as explained below.
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Projected Projected

Amount Plan
Class | Claim/Interest Plan Treatment Recovery on
of Allowed
Allowed

Claims Claims

Final Order, its Pro Rata share of
Class A and Class B Interests, which
shall entitle such holder to its Pro
Rata share after deducting the
expenses of the Plan Administrator of
the following (A) on account of its
Class A Interests: (i) the Residual
Retained Sale Proceeds, (ii) the
Residual Wind Down Amounts and
(i1i1)) the Identified Liquor License
Proceeds and (B) on account of its
Class B Interests: the Residual
Excluded Liquor License Proceeds.

4
6 Prepetition Impaired and entitled to vote on the Unknown Unknown

Secured Plan. Each holder of Allowed Claims
Obligations in this Class will receive:
Deficiency

. = consistent with the Plan Term Sheet
Claims

and pursuant to and conditioned
upon the approval of the Global
Settlement by Final Order, payment
to the Administrative Agent of its
Pro Rata share of Class B Interests
on account of the Allowed
Prepetition Secured Obligations
Deficiency Claim.

7 Subordinated | Impaired and deemed to reject the N/A N/A

Claims Plan. Holders of Subordinated
Claims shall not receive or retain any
property or interest in property under
the Plan on account of such
Subordinated Claims.

4 As set forth in Article 1.A.80 of the Plan, the Prepetition Secured Obligations Deficiency Claim shall be calculated by the
Plan Administrator in consultation with the Administrative Agent after all distributions have been made to the Prepetition
Secured Lenders on account of their Allowed Class 4 Prepetition Secured Obligations Claims. As such, the projected
amount of the Allowed Claim and the projected Plan recovery on such Allowed Claim presently are unknown.
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Projected Projected

Amount Plan
Class | Claim/Interest Plan Treatment Recovery on
of Allowed
Allowed

Claims Claims

Impaired and deemed to reject the N/A N/A
Plan. Intercompany Interests shall be
canceled, released and extinguished
as of the Effective Date, and will be
of no further force or effect, and
holders of Intercompany Interests will
not receive any distribution on
account of such Intercompany
Interests.

8 Intercompany
Interests

. Impaired and deemed to reject the N/A N/A
9 Interests in . .

Plan. Interests in Holdco will be
Holdco ..
canceled, released and extinguished
as of the Effective Date, and will be
of no further force or effect, and
holders of Interests in Holdco will not
receive any distribution on account of
such Interests in Holdco.

B. Unclassified Claims

In accordance with section 1123(a)(1) of the Bankruptcy Code, Administrative Claims,
Professional Fee Claims and Priority Tax Claims have not been classified and, thus, are excluded
from the Classes of Claims and Interests set forth in Article III of the Plan and summarized
above.’

1. Administrative Claims

Except with respect to Administrative Claims that are Professional Fee Claims and
503(b)(9) Claims, and except to the extent that an Administrative Claim has already been paid
during the Chapter 11 Cases or a holder of an Allowed Administrative Claim and the Debtors
agree to less favorable treatment, each holder of an Allowed Administrative Claim shall receive,
in full and final satisfaction, compromise, settlement, and release of and in exchange for its
Allowed Administrative Claim, payment from the Priority Claims Reserve on or as soon as
practical after the Effective Date.

Except for Professional Fee Claims, and unless previously Filed pursuant to the Bar Date
Order, requests for payment of Administrative Claims must be Filed and served on the Post-

5 The Debtors estimate that the unclassified Allowed Administrative Claims and Allowed Priority Tax Claims total

approximately $75,000 and $80,000 respectively.
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Effective Date Debtors no later than the Administrative Claim Bar Date pursuant to the
procedures specified in the Confirmation Order and the notice of entry of the Confirmation
Order. Objections to such requests must be Filed and served on the Post-Effective Date Debtors
and the requesting party by the Administrative Claim Objection Bar Date. After notice and a
hearing in accordance with the procedures established by the Bankruptcy Code, the Bankruptcy
Rules and prior Bankruptcy Court orders, the Allowed amounts, if any, of Administrative Claims
shall be determined by, and satisfied in accordance with an order that becomes a Final Order of,
the Bankruptcy Court.

Holders of Administrative Claims that are required to File and serve a request for
payment of such Administrative Claims that do not File and serve such a request by the
Administrative Claim Bar Date shall be forever barred, estopped and enjoined from asserting
such Administrative Claims against the Priority Claims Reserve, the Debtors or their property
and the Post-Effective Date Debtors or their property, and such Administrative Claims shall be
deemed satisfied as of the Effective Date without the need for any objection from the Post-
Effective Date Debtors or any notice to or action, order or approval of the Bankruptcy Court or
any other Entity. Notwithstanding the foregoing, no request for payment of an Administrative
Claim need be Filed with respect to an Administrative Claim that is Allowed by Final Order.

The failure to object to Confirmation by a Holder of an Allowed Administrative Claim
shall be deemed to be such Holder’s consent to receive treatment for such Claim that is different
from that set forth in section 1129(a)(9) of the Bankruptcy Code; provided, however, that the
holders of such Claims shall be deemed to consent to the treatment on account of such Claims as
provided herein. Notwithstanding the foregoing, no request for payment of an Administrative
Claim need be Filed with respect to an Administrative Claim that is Allowed by Final Order.

2. Professional Fee Claims

All final requests for payment of Professional Fee Claims for services rendered and
reimbursement of expenses incurred prior to the Effective Date must be Filed by the Professional
Fee Bar Date, unless no final request for payment of such Professional Fee Claims is required
pursuant to an order of the Bankruptcy Court. Holders of Professional Fee Claims that are
required to File a final request for payment of such Professional Fee Claims that do not File such
a request by the Professional Fee Bar Date shall be forever barred, estopped and enjoined from
asserting such Professional Fee Claims against the Professional Fee Escrow Account and the
Debtors or their property and the Post-Effective Date Debtors or their property, and such
Professional Fee Claims shall be deemed satisfied as of the Effective Date without the need for
any objection from the Post-Effective Date Debtors or any notice to or action, order or approval
of the Bankruptcy Court or any other Entity. The Bankruptcy Court shall determine the Allowed
amounts of such Professional Fee Claims after notice and a hearing in accordance with the
procedures established by the Bankruptcy Code, Bankruptcy Rules and prior Bankruptcy Court
orders. The Post-Effective Date Debtors shall pay the amount of the Allowed Professional Fee
Claims owing to the Professionals in Cash from the Professional Fee Escrow Account when such
Professional Fee Claims are Allowed by entry of an order of the Bankruptcy Court.

When all Professional Fee Claims Allowed by the Bankruptcy Court have been paid in
full to the Professionals pursuant to one or more Final Orders of the Bankruptcy Court, any
remaining funds held in the Professional Fee Escrow Account shall promptly be paid to the
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Administrative Agent to be applied toward the Prepetition Secured Obligations Claims until such
claims are paid in full.

3. 503(b)(9) Claims

Pursuant to the Asset Purchase Agreement, the Purchaser assumed the obligation to pay,
among other things, “all Liabilities that are outstanding and unpaid as of the Closing Date in
respect of goods received by [the Debtors] within twenty (20) days prior to the Petition Date that
were sold to [the Debtors] in the ordinary course of business during such twenty (20) days, but
only to the extent that such payables are allowed administrative claims pursuant to Bankruptcy
Code section 503(b)(9).” Asset Purchase Agreement, § 2.3(n). As such, except to the extent that
a 503(b)(9) Claim has already been paid during the Chapter 11 Cases or a holder of an Allowed
503(b)(9) Claim and the Purchaser agree to less favorable treatment, each holder of an Allowed
503(b)(9) Claim shall receive, in full and final satisfaction, compromise, settlement, and release
of and in exchange for its Claim, payment in full from the Purchaser.

4. Priority Tax Claims

Except to the extent that a holder of an Allowed Priority Tax Claim agrees to less
favorable treatment, in full and final satisfaction, compromise, settlement, and release of, and in
exchange for, each Allowed Priority Tax Claim, each holder of an Allowed Priority Tax Claim
shall receive, in full and final satisfaction, compromise, settlement, and release of and in
exchange for its Claim, payment from the Priority Claims Reserve.

ARTICLE III.
VOTING AND CONFIRMATION

The Bankruptcy Code requires that, in order to confirm the Plan, the Bankruptcy Court
must make a series of findings concerning the Plan and the Debtors, including that (i) the Plan
has classified Claims and Interests in a permissible manner, (ii) the Plan complies with
applicable provisions of the Bankruptcy Code, (iii) the Debtors have complied with applicable
provisions of the Bankruptcy Code, (iv) the Debtors have proposed the Plan in good faith and not
by any means forbidden by law, (v) the disclosure required by section 1125 of the Bankruptcy
Code has been made, (vi) the Plan has been accepted by the requisite votes of creditors (except to
the extent that cramdown is available under section 1129(b) of the Bankruptcy Code), (vii) the
Plan is feasible and confirmation is not likely to be followed by the liquidation or the need for
further financial reorganization of the Debtors, (viii) the Plan is in the “best interests” of all
holders of Claims or Interests in an impaired Class by providing to such holders on account of
their Claims or Interests property of a value, as of the Effective Date, that is not less than the
amount that such holder would receive or retain in a chapter 7 liquidation, unless the Holder has
accepted the Plan, and (ix) all fees and expenses payable under 28 U.S.C. § 1930, as determined
by the Bankruptcy Court at the hearing on Confirmation, have been paid or the Plan provides for
the payment of such fees on the Effective Date.
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A. Classes Entitled to Vote on the Plan

The following are the only Classes entitled to vote to accept or reject the Plan
(the “Voting Classes™):

Class Claim Status
4 Prepetition Secured Obligations Claims Impaired
5 General Unsecured Claims Impaired
Prepetition Secured Obligations :
6 Deficiency Claims Impaired

If your Claim or Interest is not included in the Voting Classes, you are not entitled to vote
and you will not receive a Solicitation Package (as defined herein) or a Ballot. If your Claim or
Interest is included in the Voting Classes, you should read your Ballot and carefully follow the
instructions set forth therein. Please use only the Ballot that accompanies this Disclosure
Statement or the Ballot that the Debtors, or the Notice, Claims, and Balloting Agent on behalf of
the Debtors, otherwise provides to you.

B. Votes Required for Acceptance by a Class

Under the Bankruptcy Code, acceptance of a chapter 11 plan by a class of claims or
interests is determined by calculating the amount and, if a class of claims, the number, of claims
and interests voting to accept, as a percentage of the allowed claims or interests, as applicable,
that have voted. Each Class of Claims entitled to vote on the Plan will have accepted the Plan
if: (a) the holders of at least two-thirds in dollar amount of the Claims actually voting in each
Class vote to accept the Plan and (b) the holders of more than one-half in number of the Claims
actually voting in each Class vote to accept the Plan.

C. Certain Factors to Be Considered Prior to Voting

There are a variety of factors that all holders of Claims entitled to vote on the Plan should
consider prior to voting to accept or reject the Plan, including the following:

e the financial information contained in this Disclosure Statement
has not been audited and is based on an analysis of data available
at the time of the preparation of the Plan and this Disclosure
Statement;

e although the Debtors believe that the Plan complies with all
applicable provisions of the Bankruptcy Code, the Debtors can
neither assure such compliance nor that the Bankruptcy Court will
confirm the Plan;

e the Debtors may request Confirmation without the acceptance of

all Impaired Classes entitled to vote in accordance with section
1129(b) of the Bankruptcy Code; and
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e any delays of either Confirmation or Consummation could result
in, among other things, increased Administrative Claims or
Professional Fee Claims.

While these factors could affect distributions available to holders of Allowed Claims
under the Plan, the occurrence or impact of such factors will not necessarily affect the validity of
the vote of holders within the Voting Class or necessarily require a re-solicitation of the votes of
such holders.

For a further discussion of risk factors, please refer to Article IX hereof, entitled “Certain
Risk Factors to be Considered Before Voting.”

D. Classes Not Entitled to Vote on the Plan

Under the Bankruptcy Code, holders of claims and interests are not entitled to vote if
their contractual rights are unimpaired by the proposed plan, in which case they are conclusively
presumed to accept the proposed plan, or if they will receive no property under the plan, in
which case they are deemed to reject the proposed plan. Accordingly, the following Classes of
Claims and Interests are not entitled to vote to accept or reject the Plan:

Class Claim or Interest Status Voting Rights
1 Secured Tax Claims Unimpaired Presumed to Accept
2 Other Secured Claims Unimpaired Presumed to Accept
3 Other Priority Claims Unimpaired Presumed to Accept
7 Subordinated Claims Impaired Deemed to Reject
8 Intercompany Interests Impaired Deemed to Reject
9 Interests in Holdco Impaired Deemed to Reject
E. Solicitation Procedures

1. Notice, Claims, and Balloting Agent

The Debtors retained Kurtzman Carson Consultants LLC to act, among other things, as
the notice, claims, and balloting agent (the “Notice, Claims, and Balloting Agent”) in connection
with the solicitation of votes to accept or reject the Plan.
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2. Solicitation Package

The Voting Record Date is September 16, 2020. The Voting Record Date is the date on
which it will be determined which holders of Claims in the Voting Classes are entitled to vote to
accept or reject the Plan and whether Claims have been properly assigned or transferred under
Bankruptcy Rule 3001(e) such that an assignee or transferee, as applicable, can vote to accept or
reject the Plan as the Holder of a Claim. Such holders who are entitled to vote to accept or reject
the Plan as of September 16, 2020 will receive appropriate solicitation materials
(the “Solicitation Package”), which will include, in part, the following:

e the appropriate Ballot(s) and applicable voting instructions,
together with a pre-addressed, postage pre-paid return envelope
and

e this Disclosure Statement, including the Plan as an exhibit thereto.

3. Distribution of the Solicitation Package and Plan Supplement

The Debtors will cause the Notice, Claims, and Balloting Agent to distribute the
Solicitation Packages to holders of Claims in the Voting Classes on or before September 23,
2020.

The Solicitation Package (except for the Ballots) may also be obtained: (a) from the
Notice, Claims, and Balloting Agent by (i) visiting http://kccllc.com/hri; (i1) writing to HRI
Holding Corp., et al., Ballot Processing Center, c¢/o Kurtzman Carson Consultants LLC, 222 N.
Pacific Coast Hwy., Ste. 300, El Segundo, CA 90245; and/or (iii) emailing
HoulihansInfo@kcclle.com; or (b) for a fee via PACER at http://www.deb.uscourts.gov.

At least seven (7) days prior to the earlier of the deadlines (a) to vote on the Plan or (b)
object to confirmation of the Plan, the Debtors intend to file the Plan Supplement. If the Plan
Supplement is updated or otherwise modified, such modified or updated documents will be made
available at http://kccllc.com/hri. The Debtors will not serve paper or electronic copies of the
Plan Supplement; however, parties may obtain a copy of the Plan Supplement (a) from the
Notice, Claims, and Balloting Agent by (i) calling the Debtors’ restructuring hotline for
US/Canada toll free at 877-725-7530; (ii) visiting the Debtors’ restructuring website at:
http://kcclle.com/hri; (iii) writing to HRI Holding Corp., et al., Ballot Processing Center, c/o
Kurtzman Carson Consultants LLC, 222 N. Pacific Coast Hwy., Ste. 300, El Segundo, CA
90245; and/or (iv) email Houlihansinfo@kccllc.com; or (b) for a fee via PACER at
http://www.deb.uscourts.gov.

As described above, certain holders of Claims may not be entitled to vote because they
are Unimpaired or are otherwise presumed to accept the Plan under section 1126(f) of the
Bankruptcy Code. In addition, certain holders of Claims and Interests may be Impaired but are
receiving no distribution under the Plan, and are therefore deemed to reject the Plan and are not
entitled to vote. Such holders will receive only the Confirmation Hearing Notice, a non-voting
status notice and an opt-in election form enabling such holder to opt-in to the Consensual Third
Party Releases. The Debtors are only distributing a Solicitation Package, including this
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Disclosure Statement and a Ballot to be used for voting to accept or reject the Plan, to the holders
of Claims or Interests entitled to vote to accept or reject the Plan as of the Voting Record Date.

F. Voting Procedures

Holders of Classes 4, 5 and 6 as of is September 16, 2020 (the “Record Date™) are
entitled to vote to accept or reject the Plan. If you hold such a Claim, you will receive a
solicitation package which shall include, among other things, a copy of (i) the Confirmation
Hearing Notice, (ii) the Plan (on a disk or flash drive in PDF format), (iii) the Disclosure
Statement (on a disk or flash drive in PDF format), and (iv) a ballot with instructions for how to
vote on the Plan. Failure to follow the voting instructions may disqualify your vote.

1. Voting Deadline

The Voting Deadline is October 23, 2020 at 11:59 p.m., prevailing Eastern Time
(the “Voting Deadline”). To be counted as votes to accept or reject the Plan, all Ballots must be
properly executed, completed and delivered by (i) using the return envelope provided or by
delivery by: (a) first class mail, (b) overnight courier or (c) personal delivery, or (ii) submitting it
via electronic online transmission through a customized online balloting portal on the Debtors’
case website, https://keccllc.net/hri, so that the Ballot is actually received by KCC no later than
the Voting Deadline.

2. Voting Instructions

As described above, the Debtors have retained Kurtzman Carson Consultants LLC to
serve as the Notice, Claims, and Balloting Agent for purposes of the Plan. The Notice, Claims,
and Balloting Agent is available to answer questions, provide additional copies of all materials,
oversee the voting process, and process and tabulate Ballots for each Class entitled to vote to
accept or reject the Plan.

BALLOTS

To be counted, all Ballots must be actually received by the Notice, Claims,
and Balloting Agent by the Voting Deadline, which is October 23, 2020
at 11:59 p.m., prevailing Eastern Time, at the following address:

HRI Holding Corp., et al., Ballot Processing Center,
c/o Kurtzman Carson Consultants LLC
222 N. Pacific Coast Hwy., Ste. 300
El Segundo, CA 90245

If you have any questions on the procedure for voting on the Plan,
please call the Debtors’ restructuring hotline maintained
by the Notice, Claims, and Balloting Agent at: 877-725-7530

More detailed instructions regarding the procedures for voting on the Plan are contained
in the Ballots distributed to holders of Claims that are entitled to vote to accept or reject the Plan.
All votes to accept or reject the Plan must be cast by using the appropriate Ballot. All Ballots
must be properly executed, completed and delivered according to their applicable voting
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instructions by: (i) using the return envelope provided or by delivery by: (a) first class mail, (b)
overnight courier or (c) personal delivery, or (ii) submitting it via electronic online transmission
through a customized online balloting portal on the Debtors’ case website, https://kccllc.net/hri,
so that the Ballot is actually received by KCC no later than the Voting Deadline. Any Ballot
that is properly executed by the holder of a Claim entitled to vote that does not clearly indicate
an acceptance or rejection of the Plan or that indicates both an acceptance and a rejection of the
Plan will not be counted.

Each holder of a Claim entitled to vote to accept or reject the Plan may cast only one
Ballot for each Claim in the Voting Classes held by such holder. By signing and returning a
Ballot, each holder of a Claim entitled to vote will certify to the Bankruptcy Court and the
Debtors that no other Ballots with respect to such Claim have been cast or, if any other Ballots
have been cast with respect to such Claim, such earlier Ballots are superseded and revoked.

All Ballots will be accompanied by postage prepaid return envelopes. It is important to
follow the specific instructions provided on each Ballot, as failing to do so may result in your
Ballot not being counted.

G. Disputed Claims Procedures

The order approving this Disclosure Statement on an interim basis and approving
procedures to solicit the Plan (the “Solicitation Order”) authorizes the Debtors to temporarily
allow Claims against which an objection is pending as of the Voting Record Date in an amount
that the Bankruptcy Court deems appropriate for purposes of permitting the holder of such Claim
to vote to accept or reject the Plan. Pursuant to the Solicitation Procedures, if a Claim in a
Voting Class is subject to an objection other than a “reduce and allow” objection that is Filed
with the Court on or prior to ten (10) days before the Voting Deadline: (i) the Debtors shall
cause the applicable holder to be served with a disputed claim notice; and (ii) the applicable
holder shall not be entitled to vote to accept or reject the Plan on account of such Claim unless a
Resolution Event (as defined below) occurs. The holder of a Claim in a Voting Class that is the
subject of a pending objection on a “reduce and allow” basis shall be entitled to vote such Claim
in the reduced amount contained in such objection.

If a Claim in a Voting Class is subject to an objection other than a “reduce and allow”
objection that is filed with the Bankruptcy Court fewer than ten days before the Voting Deadline,
the applicable Claim shall be deemed temporarily allowed for voting purposes only, without
further action by the holder of such Claim and without further order of the Bankruptcy Court,
unless the Bankruptcy Court orders otherwise.

A “Resolution Event” means the occurrence of one or more of the following events no
later than two (2) Business Days prior to the Voting Deadline: (i) an order of the Bankruptcy
Court is entered allowing such Claim pursuant to section 502(b) of the Bankruptcy Code, after
notice and a hearing; (i1) an order of the Bankruptcy Court is entered temporarily allowing such
Claim for voting purposes only pursuant to Bankruptcy Rule 3018 after notice and a hearing; (iii)
a stipulation or other agreement is executed between the holder of such Claim and the Debtors
resolving the objection and allowing such Claim in an agreed upon amount; or (iv) the pending
objection is voluntarily withdrawn by the objecting party. No later than one (1) Business Day
following the occurrence of a Resolution Event, the Debtors shall cause the Notice, Claims, and
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Balloting Agent to distribute via email, hand delivery or overnight courier service, at the
Debtors’ discretion, a Solicitation Package and a pre-addressed, postage pre-paid envelope to the
relevant holder.

H. Confirmation Hearing

Assuming the requisite acceptances are obtained for the Plan, the Debtors intend to seek
Confirmation of the Plan at the Confirmation Hearing. The Solicitation Order scheduled the
Confirmation Hearing to commence on November 2, 2020, at[ :  .m.] (prevailing Eastern
Time), before the Honorable Mary F. Walrath, United States Bankruptcy Judge, in Courtroom
No. 4 of the United States Bankruptcy Court for the District of Delaware, 824 North Market
Street, 5th Floor, Wilmington, Delaware 19801. The Confirmation Hearing may be continued
from time to time without further notice other than an adjournment announced in open court or a
notice of adjournment Filed with the Bankruptcy Court and served on the entities who have Filed
objections to the Plan, without further notice to other parties in interest. The Bankruptcy Court,
in its discretion and before the Confirmation Hearing, may put in place additional procedures
governing the Confirmation Hearing. The Plan may be modified, if necessary, before, during or
as a result of the Confirmation Hearing, without further notice to parties in interest.

ARTICLE IV.
BUSINESS DESCRIPTION

A. Corporate History

1. Introduction

HRI Holding Corp. (together with its Debtor and non-Debtor affiliates, the “Company”),
was formed in September 1992 under the name “Gilbert/Robinson, Inc.,” and was headquartered
in Leawood, Kansas. As of the Petition Date, the Company owned and operated forty-seven (47)
restaurants in fourteen (14) states (Connecticut, Florida, Illinois, Indiana, Kansas, Michigan,
Missouri, Nebraska, New Jersey, New York, Ohio, Pennsylvania, Texas, and Virginia). The
Company’s restaurants operated under five (5) banners: (1) Houlihan’s Restaurant + Bar (
“Houlihan’s”), (2) J. Gilbert’s Wood-Fired Steak + Seafood (“J. Gilbert’s”), (3) Bristol Seafood
Grill (“Bristol”), (4) Devon Seafood Grill (“Devon”), and (5) Make Room for Truman
(“MRFT”).

(a) Corporate Structure

The Company’s organizational structure as of the Petition Date includes thirty-nine (39)
separate entities that ultimately are 93.4% owned by certain affiliates of York Capital
Management (such affiliates, collectively, the “Sponsor”).® HRI Holding Corp. (“HRI
Holding”), a Delaware corporation that is the lead Debtor in these Chapter 11 Cases, is the 100%
shareholder of Houlihan’s Restaurant’s, Inc. (“HRI”), a Delaware corporation that is the 100%

6 The Sponsor holds 93.4% of the equity in Holdco, a holding company that owns 100% of HRI Holdings. The balance (6.6%)
of Holdco’s equity is held by (i) 23 individuals who in the aggregate own 3.1% of the equity of Holdco and (ii) Michael
Archer, the Company’s former Chief Executive Officer and member of the board, along with two (2) independent directors,
of Holdco at 3.5%.
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owner of the Debtors’ other operating and non-operating subsidiaries.” HRI is the Debtors’ main
operating entity, employing and paying substantially all of the Debtors’ employees, contracting
with vendors and operating the Debtor’s owned restaurants.

(b)  The Company’s Business Operations

On the Petition Date, the Company operated (i) thirty-four (34) Houlihan’s, which were
leaders in the “polished casual” dining space, offering a unique, made from scratch menu and
energetic bar scene; (ii) six (6) J. Gilbert’s offering a modern twist on the classic American
steakhouse, crafting high-quality, wood-fired steaks in an upscale yet rustic and warm
environment; (iii) six (6) seafood restaurants (three (3) Bristol and three (3) Devon featuring high
quality ocean fare delivered with simplicity in an elegant, approachable fine dining setting; and
(iv) one (1) MRFT offering classic, time-honored recipes prepared with modern techniques,
served in an authentic atmosphere. The Company also had twenty-three (23) franchised
locations consisting of twenty-one (21) Houlihan’s and two (2) Bristol and Devon, in California,
Georgia, Illinois, Indiana, lowa, Kansas, Maryland, Minnesota, Missouri, Pennsylvania, Texas,
and Virginia.

Through its Company-owned and franchised locations, Houlihan’s pursued a strategy of
growth and development by concentrating on local markets. Across its portfolio, Houlihan’s
focused on consistency of brand image, serving top quality food and beverages with honest,
Midwestern hospitality.

B. Prepetition Capital Structure

As of the Petition Date, the Debtors had assets with a book value totaling approximately
$79.8 million (exclusive of goodwill) and consolidated outstanding liabilities totaling
approximately $76.9 million, consisting primarily of secured and unsecured obligations
described further below.

1. Secured Debt

HRI Holding and HRI and certain other Debtor borrowers and guarantors are parties to
that certain Credit and Guaranty Agreement dated December 17, 2015 (as subsequently amended
or modified, the “Credit Agreement”) with CIT Bank, N.A. as Administrative Agent (the
“Administrative Agent”) and the lender parties thereto (collectively, the “Prepetition Secured
Lenders”), pursuant to which the Prepetition Secured Lenders made certain revolving loans, term
loans and financial accommodations available to the Debtors. The Credit Agreement provided
for a term loan commitment of $42,171,000 (the “Term Loan”), a revolving credit commitment
of up to $3,000,000 (the “Revolving Loan”) and a delayed-draw term loan commitment of
$7,500,000 (the “Delayed-Draw Term Loan” and, together with the Revolving Loan and the
Term Loan, the “Loans”). The Credit Agreement also provided for the issuance of certain
standby and commercial letters of credit in an aggregate undrawn face amount of up to

7 As of the Petition Date, HRI also owned a 30% interest in Winghaven Restaurant Partners, LLC (“WRP”) a non-debtor
entity. Pursuant to that certain Management Agreement dated October 31, 2003 by and between WRP and HRI, HRI
supervised and directed the management and operation of the restaurant owned by WRP (the “WRP Restaurant”) and all
personnel of the WRP Restaurant were employees or independent contracts of HRI. The Debtors sold their interest in WRP
to the Purchaser as part of the Sale.
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$2,500,000. Prior to the Petition Date, standby letters of credit were issued in the aggregate
amount of approximately $2,230,000 (the “Standby Letters of Credit”). The obligations under
the Credit Facility are secured by first priority liens on generally all of the Debtors’ assets, as set
forth in certain Collateral Documents (as defined in the Credit Agreement). The maturity date on
the Loans is December 17, 2020. As of the Petition Date, the total outstanding balance under the
Loans was approximately $42,319,000 plus accrued and unpaid interest with respect to the Loans
of approximately $4,631,000 as of the Petition Date.

2. Unsecured Debt

As of the Petition Date, the Debtors estimated that their unsecured debt aggregated
approximately $30.7 million, consisting of trade debt in the approximate amount of $8.2 million
and other liabilities in the approximate amount of $22.5 million.

3. Equity

HRI directly or indirectly owns or controls 100% of the equity in the majority of the
Debtors’ affiliates and subsidiaries. HRI is 100% owned by HRI Holding, which is 100% owned
by Holdco, which is 93.4% owned by the Sponsor.

ARTICLE V.

EVENTS LEADING TO THE CHAPTER 11 CASES
A. Adverse Industry Trends and Operational Challenges.

Following its formation in 1992, the Company enjoyed a long history of innovation and
on trend food and beverages served with honest, Midwestern hospitality. In December 2015, the
Sponsor and certain company employees made significant investments in the Company and its
subsidiaries based upon a strategic growth vision focused on the development of the J. Gilbert’s
brand and the potential acquisition of the largest Houlihan’s franchisee. Various industry
headwinds, senior management changes and shifts in investment philosophy eventually left the
Company without the funds needed to grow their businesses and absorb the costs associated with
the shifting labor market, unfavorable leases and the rapid growth in costly third-party delivery.
Additionally, in May 2018, the Company acquired seventeen (17) Houlihan’s restaurants from
A.C.E. Restaurant Group, Inc., which at the time was the Company’s single largest franchisee.
The premise of the acquisition was to bring the units in-house and refresh certain of the
locations, but the Company’s liquidity constraints prevented that work from being accomplished.
Consequently, and although these units continued to be strong performers (particularly in guest
satisfaction metrics, where they out-performed the casual dining sector’s average), this “bolt-on”
acquisition had not yet achieved its potential prior to the Petition Date.

In an attempt to remedy this situation, senior management evaluated the Company’s
business, closed underperforming locations and streamlined their management and support
center team. Management also evaluated and elevated its marketing and promotions, reinvented
the Houlihan’s menu, reinvigorated happy hour, developed the MRFT prototype, and created
programs and processes to attract, train and retain top management talent for its restaurants and
support teams. As a result of both senior management’s and the Company’s field teams’ efforts,
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the Company’s owned restaurants experienced both same store sales and traffic growth above
that of the industry average.

Notwithstanding these industry-leading results and the cost containment and reduction
measures management undertook, the Debtors’ capital and debt structure, combined with its
limited liquidity, severely constrained growth and jeopardized the Debtors’ ability to fund
operations. The Company was challenged by unsustainably high occupancy costs at many of its
locations, accounting for approximately $3.5 million of annual EBITDA losses. Prior to the
filing of these Chapter 11 Cases, and after unsuccessful negotiations with certain landlords
regarding rent and other lease concessions, the Company closed twelve (12) of its unprofitable
restaurants.

As a result of certain alleged defaults under the Credit Agreement as asserted by the
Administrative Agent in March and April of 2019, and the Company’s disputes with respect
thereto, the Company, the Prepetition Secured Lenders and the Sponsor entered into that certain
Forbearance and Sale Support Agreement dated June 21, 2019 (as subsequently amended or
modified, the “FSSA”). Pursuant to the FSSA, the Lenders agreed (among other things) to
forbear from exercising remedies and the Company agreed (among other things) to engage an
investment banker to commence a sale process in connection with the potential sale of all or
substantially all of the Company’s capital stock, assets and/or businesses during the Forbearance
Period (the “Sale Process”) which, absent extension, would have expired on November 15, 2019.
In connection with the FSSA, the Sponsor’s board members and officers resigned from all of
their positions, two (2) independent directors were nominated and appointed to the board of
Holdco (the Debtors’ ultimate holding company), Matthew R. Manning was appointed Chief
Restructuring Officer, and the then existing executive and management teams continued day-to-
day operation of the Company’s businesses.

B. Restructuring Efforts.

Ultimately, following its evaluation of all available options, the Company determined
that filing for Chapter 11 protection, obtaining postpetition financing and pursuing an orderly
sale of its assets in a controlled, court-supervised environment was the best available option to
maximize value for the Company and its stakeholders.

1. 363 Sale and DIP Facility

In June 2019, the Company engaged Piper Jaffray & Co. (“PJC”) in connection with the
Sale Process. PJC prepared extensive marketing materials and began marketing the Company in
August 2019.

After receiving and evaluating various proposals and conducting numerous management
meetings with interested parties, the Company selected Purchaser as the stalking horse buyer in
connection with the Sale. On November 13, 2019, the Company and the Purchaser entered into
an asset purchase agreement (the “Asset Purchase Agreement”). The Purchaser agreed to
purchase substantially all of the Debtors’ assets, subject to higher or otherwise better bids, for
aggregate consideration of $40.0 million in cash, subject to certain adjustments, and the
assumption of certain liabilities. The Purchaser offered employment to many of the Company’s
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operational and certain other employees with employment commencing upon the closing of the
Sale.

In order to ensure that the Company had sufficient funds to maintain the stability of its
businesses and its going concern value, the Debtors obtained authority to borrow approximately
$5 million from the Lenders and utilize their cash collateral during the Chapter 11 Cases (the

“DIP Facility”).
ARTICLE VI

EVENTS OF THE CHAPTER 11 CASES
A. First Day Pleadings and Other Case Matters

1. First Day Relief

On the Petition Date, along with their voluntary petitions for relief under chapter 11 of
the Bankruptcy Code (the “Petitions™), the Debtors filed several motions (the “First Day
Motions”) designed to facilitate the administration of the Chapter 11 Cases and minimize
disruption to the Debtors’ operations, by, among other things, easing the strain on the Debtors’
relationships with employees, vendors and customers following the commencement of the
Chapter 11 Cases. A brief description of each of the First Day Motions and the evidence in
support thereof is set forth in the Declaration of Matthew R. Manning in Support of Debtors’
Chapter 11 Petitions and First Day Pleadings, filed on the Petition Date. Significantly, pursuant
to the First Day Motions, the Debtors sought the authority to pay the Claims of a number of their
vendors in full, in the regular course of business.

The First Day Motions, and all proposed orders for relief in the Chapter 11 Cases, can be
viewed free of charge at http://kccllc.com/hri.

2. Official Committee of Unsecured Creditors

On October 22, 2019, the United States Trustee for the District of Delaware formed
an Official Committee of Unsecured Creditors (the “Creditors Committee™), and appointed the
following members of the Creditors’ Committee: (i) Edward Don & Company; (i1)1200 Harbor
Boulevard, LLC; (iii) ADR Parc, LP, c/o Allan Domb Real Estate; (iv) Brookfield Property
REITInc.; and (v) Washington Prime Group Inc. The Creditors’ Committee selected Kelley Drye
& Warren LLP and Klehr Harrison Harvey Branzburg LLP as its counsel and Alvarez & Marsal
North America, LLC as its financial advisor.

3. Approval of DIP Financing & Use of Cash Collateral

Based on the Debtors’ need for immediate liquidity to administer the Chapter 11 Cases,
on the Petition Date, the Debtors filed a motion seeking approval of the DIP Facility and
authorization to use cash collateral on an interim and final basis. On December 5, 2019, the
Court entered the Final Order (I) Authorizing the Debtors to (A) Obtain Post-Petition Financing,
(B) Grant Liens and Superpriority Administrative Expense Claims to Post-Petition Lenders and
(C) Utilize Cash Collateral, (1) Providing Adequate Protection to the Pre-Petition Secured
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Parties, (I11) Modifying the Automatic Stay, and (IV) Granting Related Relief, Pursuant to
11 U.S.C. Sections 105, 361, 362, 363, 364 and 507 [D.I. 163].

B. The Global Settlement

In connection with the approval of the Debtors’ DIP Facility and Bid Procedures Order,
the Debtors, Creditors Committee and the Prepetition Secured Parties agreed to the principal
terms of the Global Settlement to address potential challenges to the extent and validity of the
Prepetition Secured Parties’ liens and claims, which the Prepetition Secured Parties disputed.
The primary terms of the Global Settlement were announced on the record at the December 5,
2019 hearing and were subsequently memorialized in the Plan Term Sheet attached to the Sale
Order. Pursuant to the Plan Term Sheet, certain assets, including a portion of the sale proceeds
discussed below, as well as certain of the Debtors’ non-go forward liquor licenses were carved
out of the Prepetition Secured Parties’ collateral for purposes of funding distributions to creditors
as more fully set forth below and in the Plan.

C. Sales of the Debtors’ Assets

On the Petition Date, the Debtors filed the Motion of the Debtors for Entry of an Order
(A) Approving Bidding Procedures in Connection with a Transaction by Public Auction; (B)
Scheduling a Hearing to Consider the Transaction; (C) Approving the Form and Manner of
Notice Thereof; (D) Approving Contract Procedures; and (E) Granting Related Relief [D.I. 14]
(the “Bid Procedures Motion”) and the Motion of the Debtors for Entry of an Order
() Approving Asset Purchase Agreement and Authorizing the Sale of Certain Assets of the
Debtors Outside the Ordinary Course of Business, (I1) Authorizing the Sale of Assets Free and
Clear of All Claims and Liens, (l1l) Authorizing the Assumption and Assignment of Certain
Executory Contracts and Unexpired Leases, and (IV) Granting Related Relief [D.I. 15] (the
“Sale Motion”). By Order dated December 5, 2019, the Court approved the Debtors’ Bid
Procedures Motion [D.I. 164] (the “Bid Procedures Order”).

The Debtors did not receive any qualified bids (other than the Asset Purchase
Agreement) prior to the deadline to submit bids. As such, in accordance with the Bid Procedures
Order, the Debtors’ cancelled the Auction and designated the Purchaser as the Successful Bidder
(as defined in the Bid Procedures Order).

On December 21, 2019 the Court entered the Order [D.I. 322] (the “Sale Order”)
approving the Sale Motion and authorizing the sale of substantially all of the Debtors’ assets to
the Purchaser. In addition to the purchase price of $40 million (subject to certain adjustments),
Landry’s assumed certain liabilities including, among others, all accounts payables related to or
arising in the ordinary course of business on or after the Petition Date, all Liabilities related to or
arising under the assigned contracts, any and all “Farmers’ Liens” (PACA/PASA Claims) that
are outstanding and unpaid with respect to the purchased assets, and all Liabilities that are
outstanding and unpaid as of the Closing Date in respect of 503(b)(9) Claims.

Pursuant to the Asset Purchase Agreement, certain assets were deemed excluded (each, a
“Miscellaneous Asset” and, together, the “Miscellaneous Assets”) including, but not limited to,
miscellaneous equipment, certain liquor licenses and various types of other personal property
that the Debtors no longer require following the Closing and cessation of their operations. On
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February 26, 2020, the Court entered the Order Approving Procedures Pursuant to Bankruptcy
Code Sections 105(a), 363 and 554(a) and Federal Rules of Bankruptcy Procedure 6004, for the
Sale of Certain Miscellaneous Assets Free and Clear of Liens, Claims and Encumbrances and to
Approve the Sale or Abandonment of Certain Miscellaneous Assets and Granting Related Relief
[D.I. 499] approving procedures (the “Miscellaneous Asset Procedures) by which the Debtors
are permitted to sell or abandon Miscellaneous Assets. To the extent any Miscellaneous Assets —
namely liquor licenses — are not monetized or otherwise disposed of prior to the Effective Date
of the Plan, the Plan provides that the Plan Administrator will monetize or otherwise dispose of
such assets.

D. Executory Contracts and Unexpired Leases

1. Rejection of Executory Contracts and Unexpired Leases

The Debtors were party to a substantial number of Executory Contracts and Unexpired
Leases as of the Petition Date. The Debtors conducted a comprehensive analysis of their
Executory Contracts and Unexpired Leases both prior to and after the Sale. To date, the Debtors
have either assumed and assigned or rejected all of their non-residential real property leases and
nearly all of their other Executory Contracts and Unexpired Leases. See D.I. 18, 160, 330, 332,
348, 350, 497, 562, and 662.

On the Effective Date, except as otherwise provided in the Plan, each Executory Contract
and Unexpired Lease not previously rejected, assumed, or assumed and assigned, including any
employee benefit plans, severance plans, and other Executory Contracts under which employee
obligations arise, shall be deemed automatically rejected pursuant to sections 365 and 1123 of
the Bankruptcy Code, unless such Executory Contract or Unexpired Lease: (1) is the subject of a
motion to assume such Unexpired Lease or Executory Contract that is pending on the
Confirmation Date; (2) is a contract, release, or other agreement or document entered into in
connection with the Plan; (3) is a directors and officers insurance policy; (4) is the Asset
Purchase Agreement; or (5) is an Assigned Contract pursuant to and as defined in the Asset
Purchase Agreement.

Entry of the Confirmation Order by the Bankruptcy Court shall, subject to and upon the
occurrence of the Effective Date, constitute a Bankruptcy Order approving the rejection of the
Executory Contracts and Unexpired Leases rejected pursuant to the Plan; provided, however, that
neither the Plan nor the Confirmation Order is intended to or shall be construed as limiting the
Debtors’ authority under the Sale Order to assume and assign to Purchaser the Assigned
Contracts (as defined in the Asset Purchase Agreement) or any other terms of the Sale Order
relating thereto. Any motions to assume Executory Contracts or Unexpired Leases pending on
the Effective Date shall be subject to approval by the Bankruptcy Court on or after the Effective
Date by a Final Order. Unless otherwise indicated, rejection of Executory Contracts and
Unexpired Leases pursuant to the Plan shall be effective as of the Effective Date.

2. Directors and Officers Insurance Policies

Any directors and officers insurance policies shall be assumed by the Debtors on behalf
of the applicable Debtor and assigned to the Post-Effective Date Debtors effective as of the
Effective Date, pursuant to sections 365 and 1123 of the Bankruptcy Code, unless such insurance
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policy previously was rejected by the Debtors or the Debtors’ Estates pursuant to a Bankruptcy
Court order or is the subject of a motion to reject pending on the Effective Date, and coverage
for defense and indemnity under any such policies shall remain available to all individuals within
the definition of “Insured” in any such policies.

E. Schedules and Statements

On December 12, 2019, the Debtors filed their Schedules of Assets and Liabilities and
Statements of Financial Affairs [D.I. 187-268] (as amended or modified and together as, the
“Schedules and Statements™) and amended Schedules on January 30, 2020 [D.I. 368-408]. On
December 19, 2019, the U.S. Trustee conducted the meeting of creditors convened pursuant to
section 341 of the Bankruptcy Code (the “341 Meeting”). On January 31, 2020, the U.S. Trustee
closed the 341 Meeting.

F. Litigation Matters

In the ordinary course of business, the Debtors are parties to certain lawsuits, legal
proceedings, collection proceedings, and claims arising out of their business operations. The
Debtors cannot predict with certainty the outcome of these lawsuits, legal proceedings and
claims.

With certain exceptions, the filing of the Chapter 11 Cases operates as a stay with respect
to the commencement or continuation of litigation against the Debtors that was or could have
been commenced before the commencement of the Chapter 11 Cases. In addition, the Debtors’
liability with respect to litigation stayed by the commencement of the Chapter 11 Cases generally
is subject to settlement, and release upon confirmation of a plan under chapter 11, with certain
exceptions. Therefore, certain litigation Claims against the Debtors may be subject to release in
connection with the Chapter 11 Cases.

G. Claims Bar Date

The Bankruptcy Court has established April 1, 2020, at 4:00 p.m., prevailing Pacific
Time, as the Claims bar date (the “Bar Date”) in the Chapter 11 Cases for both General Claims
and Administrative Claims (each as defined below). The following entities holding Claims
against the Debtors that arose (or that are deemed to have arisen) prior to the Petition Date, were
required to file proofs of claim on or before the Bar Date: (i) all persons and entities, other than
governmental units (as that term is defined in 11 U.S.C. § 101(27)), holding a claim against the
Debtors arising (or deemed to arise) before the Petition Date (each, a “General Claim”),
including any claim arising under Bankruptcy Code section 503(b)(9) for the value of goods
received by the Debtors within twenty (20) days before the Petition Date and (i1) all persons and
entities, other than governmental units, holding any right to payment constituting a cost or
expense of administration of the Debtors’ Chapter 11 Cases arising under Bankruptcy Code
sections 503(b) (with the exception of any claims arising under Bankruptcy Code section
503(b)(9), which are considered General Claims) and 507(a)(2) against the Debtors (each an
“Administrative Claim”) arising from the Petition Date through February 29, 2020. The Court
established May 12, 2020 at 4:00 p.m., prevailing Pacific Time, as the governmental entity bar
date (the “Governmental Bar Date”).
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In accordance with Bankruptcy Rule 3003(c)(2), if any person or entity that is required,
but fails, to file a proof of claim on or before the Bar Date, unless otherwise agreed by the
Debtors, the Post-Effective Date Debtors or the Plan Administrator, as applicable, or otherwise
ordered by the Bankruptcy Court: (1) such person or entity will be forever barred, estopped and
enjoined from asserting such Claim against the Debtors (or filing a proof of claim with respect
thereto); (2) the Debtors and their property may be forever released from any and all
indebtedness or liability with respect to or arising from such Claim; (3) such person or entity will
not receive any distribution in the Chapter 11 Cases on account of that Claim; and (4) such
person or entity will not be permitted to vote on the Plan on account of these barred Claims or
receive further notices regarding such Claim.

As described in this Disclosure Statement, the distribution you receive on account of your
Claim (if any) may depend, in part, on the amount of Claims for which proofs of claim are filed
on or before the Bar Date and the Governmental Bar Date. Approximately 500 proofs of claim
were filed against the Debtors that asserted General Unsecured Claims of approximately $34.6
million prior to any Claim reconciliation process.

ARTICLE VII.
SUMMARY OF THE PLAN

This section provides a summary of the structure and means for implementation of the
Plan and the classification and treatment of Claims and Interests under the Plan, and is qualified
in its entirety by reference to the Plan (as well as any exhibits thereto and definitions therein).

The statements contained in this Disclosure Statement include summaries of the
provisions contained in the Plan and in the documents referred to therein. The statements
contained in this Disclosure Statement do not purport to be precise or complete statements of all
the terms and provisions of the Plan or documents referred to therein, and reference is made to
the Plan and to such documents for the full and complete statement of such terms and provisions
of the Plan or documents referred to therein.

The Plan controls the actual treatment of Claims against, and Interests in, the Debtors
under the Plan, and will, upon the occurrence of the Effective Date, be binding upon all holders
of Claims against and Interests in the Debtors and the Debtors’ Estates, all parties receiving
property under the Plan, and other parties in interest. In the event of any conflict between this
Disclosure Statement and the Plan or any other operative document, the terms of the Plan and/or
such other operative document shall control.

A. Means for Implementation of the Plan

1. Post-Effective Date Debtors

The Debtors shall continue in existence after the Effective Date as the Post-Effective
Date Debtors solely for the purposes of (1) winding down the Debtors’ businesses and affairs as
expeditiously as reasonably possible and liquidating any assets held by the Post-Effective Date
Debtors, including the Remnant Liquor Licenses, Excluded Liquor Licenses and Identified
Liquor Licenses, (2) resolving any Disputed Claims, (3) paying Allowed Claims, (4) enforcing
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and prosecuting claims, interests, rights, and privileges under any Retained Causes of Action in
an efficacious manner and only to the extent the benefits of such enforcement or prosecution are
reasonably believed to outweigh the costs associated therewith, (5) filing appropriate tax returns,
and (6) administering the Plan in an efficient manner. The Post-Effective Date Debtors shall be
deemed to be substituted as the party-in-lieu of the Debtors in all matters, including (x) motions,
contested matters and adversary proceedings pending in the Bankruptcy Court and (y) all matters
pending in any courts, tribunals, forums, or administrative proceedings outside of the Bankruptcy
Court, in each case without the need or requirement for the Plan Administrator to file motions or
substitutions of parties or counsel in each such matter.

2. Plan Administrator

On the Effective Date, the authority, power and incumbency of the persons acting as
directors and officers of the Debtors shall be deemed to have resigned, solely in their capacities
as such, and the Plan Administrator shall be appointed as the sole director and the sole officer of
the Post-Effective Date Debtors and shall succeed to the powers of the Debtors’ directors and
officers. From and after the Effective Date, except as provided otherwise in the Plan, the Plan
Administrator shall be the sole representative of, and shall act for, the Post-Effective Date
Debtors. For the avoidance of doubt, the foregoing shall not limit the authority of the Post-
Effective Date Debtors or the Plan Administrator, as applicable, to continue the employment of
any former director or officer.

(a) Powers of the Plan Administrator

Except as otherwise provided in the Plan or the Confirmation Order, the powers of the
Plan Administrator shall include any and all powers and authority to implement the Plan and to
make distributions thereunder and wind down the businesses and affairs of the Debtors and the
Post-Effective Date Debtors, as applicable, including: (1) liquidating, receiving, holding,
investing, supervising, and protecting the Remaining Estate Assets; (2) monetizing any Remnant
Liquor Licenses, Excluded Liquor Licenses and Identified Liquor Licenses that were not
monetized prior to the Effective Date and distributing the proceeds thereof pursuant to the Plan;
(3) taking all steps to execute all instruments and documents necessary to effectuate the
distributions to be made under the Plan; (4) the pursuit of objections to, estimation of and
settlements of Claims, regardless of whether such Claim or Interest is listed on the Debtors’
Schedules, other than Claims or Interests that are Allowed pursuant to the Plan; (5) calculating
and making distributions as contemplated under the Plan; (6) establishing and maintaining bank
accounts in the name of the Post-Effective Date Debtors; (7) subject to the terms set forth herein,
employing, retaining, terminating, or replacing professionals to represent it with respect to its
responsibilities or otherwise effectuating the Plan to the extent necessary; (8) paying all
reasonable fees, expenses, debts, charges, and liabilities of the Post-Effective Date Debtors;
(9) administering and paying taxes of the Post-Effective Date Debtors, including filing tax
returns; (10) representing the interests of the Post-Effective Date Debtors before any taxing
authority in all matters, including any action, suit, proceeding, or audit; and (11) exercising such
other powers as may be vested in it pursuant to an order of the Bankruptcy Court, the Plan, the
Confirmation Order, or as it reasonably deems to be necessary and proper to carry out the
provisions of the Plan.
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The Plan Administrator may resign at any time upon thirty (30) days’ written notice
delivered to the Post-Effective Date Debtors and the Administrative Agent; provided that such
resignation shall only become effective upon the appointment of a permanent or interim
successor Plan Administrator with approval of the Administrative Agent. Upon its appointment,
the successor Plan Administrator, without any further act, shall become fully vested with all of
the rights, powers, duties, and obligations of its predecessor and all responsibilities of the
predecessor Plan Administrator relating to the Post-Effective Date Debtors shall be terminated.

(b)  Appointment of the Plan Administrator

The Plan Administrator shall be appointed by the Debtors, the Administrative Agent and
the Creditors’ Committee. The Plan Administrator shall retain and have all the rights, powers
and duties necessary to carry out his or her responsibilities under the Plan, and as otherwise
provided in the Confirmation Order.

(c) Retention of Professionals

The Plan Administrator shall have the right to retain the services of attorneys,
accountants and other professionals that, in the discretion of the Plan Administrator, are
necessary to assist the Plan Administrator in the performance of his or her duties; provided,
however, such professionals must be approved by the Debtors, the Administrative Agent and the
Creditors’ Committee prior to retention and in advance of the Effective Date. The reasonable
fees and expenses of such professionals shall be paid by the Post-Effective Date Debtors from
the Wind Down Amount, upon the monthly submission of statements to the Plan Administrator.
The payment of the reasonable fees and expenses of the Plan Administrator’s retained
professionals shall be made in the ordinary course of business and shall not be subject to the
approval of the Bankruptcy Court.

(d) Compensation of the Plan Administrator

The Plan Administrator’s compensation, on a post-Effective Date basis, shall be as
described in the Plan Supplement and shall be determined by the Debtors, the Administrative
Agent and the Creditors’ Committee.

(e) Wind Down Amount

Notwithstanding anything to the contrary in the Plan, all fees, expenses, disbursements,
and other costs of the Plan Administrator and the Post-Effective Date Debtors, including, without
limitation, fees and expenses of any attorneys, accountants and other professionals engaged by
the Plan Administrator and/or the Post-Effective Date Debtors, if any, shall be funded from the
Wind Down Amount. Any amounts remaining in the Wind Down Amount after payment and
satisfaction of all required obligations thereunder are Residual Wind Down Amounts that shall
be distributed in accordance with the Plan.

) Priority Claims Reserve

On the Effective Date, the Plan Administrator shall establish the Priority Claims
Reserve by depositing the Priority Claims Reserve Amount into the Priority Claims Reserve.
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The Priority Claims Reserve shall be maintained in trust solely for holders of Allowed
Priority Claims and Allowed Administrative Claims (other than Allowed Professional Fee
Claims and Allowed 503(b)(9) Claims) and for no other Entities until all Allowed Priority
Claims and Allowed Administrative Claims (other than Allowed Professional Fee Claims and
Allowed 503(b)(9) Claims) have been paid in full. The Priority Claims Reserve Amount shall be
used to pay holders of all Allowed Priority Claims and Allowed Administrative Claims (other
than Allowed Professional Fee Claims and Allowed 503(b)(9) Claims), to the extent that such
Priority Claims and Administrative Claims have not been paid in full on or before the Effective
Date or otherwise are the liability of the Purchaser. If all or any portion of a Priority Claim or
Administrative Claim (other than a Professional Fee Claim) shall become a disallowed Claim,
then the amount on deposit in the Priority Claims Reserve attributable to such surplus or such
disallowed Claim, including the interest that has accrued on said amount while on deposit in the
Priority Claims Reserve, shall remain in the Priority Claims Reserve to the extent that the Plan
Administrator determines necessary to ensure that the Cash remaining in the Priority Claims
Reserve is sufficient to ensure that all Allowed Priority Claims and Allowed Administrative
Claims (other than Professional Fee Claims and 503(b)(9) Claims) will be paid in accordance
with the Plan. Any amounts remaining in the Priority Claims Reserve after all Allowed Priority
Claims and Allowed Administrative Claims (other than Allowed Professional Fee Claims and
Allowed 503(b)(9) Claims) are paid in full shall be (i) paid to the Plan Administrator on account
of any amounts constituting Residual Excluded Liquor License Proceeds or Residual Retained
Sale Proceeds for distribution pursuant to the terms of the Plan, (ii) paid to the Administrative
Agent on account of any amounts constituting Residual Cash Reserve Amounts for application
toward the Prepetition Secured Obligations Claims and (iii) distributed to the Administrative
Agent on account of any amounts constituting Residual Remnant Liquor License Proceeds in
accordance with the treatment of Class 4 — Prepetition Secured Obligations Claims under the
Plan.

(2) Wind Down

On and after the Effective Date, the Plan Administrator shall be authorized to implement
the Plan and any applicable orders of the Bankruptcy Court, and the Plan Administrator shall
have the power and authority to take any action necessary to wind down and dissolve the
Debtors’ Estates.

As soon as practicable after the Effective Date, the Plan Administrator shall take any and
all actions as the Plan Administrator may determine to be necessary or desirable to carry out the
purposes of the Plan. From and after the Effective Date, the Debtors (1) except as may be
necessary to monetize any Remnant Liquor Licenses, Excluded Liquor Licenses or Identified
Liquor Licenses, shall be deemed to have withdrawn their business operations from any state in
which the Debtors were previously conducting, or are registered or licensed to conduct, their
business operations, and shall not be required to file any document, pay any sum or take any
other action in order to effectuate such withdrawal, (2) shall be deemed to have cancelled
pursuant to the Plan all Interests and (3) shall not be liable in any manner to any taxing authority
for franchise, business, license, or similar taxes accruing on or after the Effective Date.

The filing of the final monthly report (for the month in which the Effective Date occurs)
and all subsequent quarterly reports shall be the responsibility of the Plan Administrator.

{1247.002-W0062761.2} 27



Case 19-12415-MFW Doc 703 Filed 08/25/20 Page 36 of 66

(h) Plan Administrator Exculpation, Indemnification, Insurance, and
Liability Limitation

The Plan Administrator and all professionals retained by the Plan Administrator, each in
their capacities as such, shall be deemed exculpated and indemnified, except for fraud, willful
misconduct or gross negligence, in all respects by the Post-Effective Date Debtors. The Plan
Administrator may obtain, at the expense of the Post-Effective Date Debtors, commercially
reasonable liability or other appropriate insurance with respect to the indemnification obligations
of the Post-Effective Date Debtors. The Plan Administrator may rely upon written information
previously generated by the Debtors.

(i) Tax Returns

After the Effective Date, the Plan Administrator shall complete and file all final or
otherwise required federal, state and local tax returns for each of the Debtors, and, pursuant to
section 505(b) of the Bankruptcy Code, may request an expedited determination of any unpaid
tax liability of such Debtor or its Estate for any tax incurred during the administration of such
Debtor’s Chapter 11 Case, as determined under applicable tax laws.

1)) Dissolution of the Post-Effective Date Debtor

Upon a certification to be Filed with the Bankruptcy Court by the Plan Administrator of
all distributions having been made and completion of all its duties under the Plan, including
without limitation, the liquidation of Remnant Liquor Licenses, Excluded Liquor Licenses and
Identified Liquor Licenses, and entry of a final decree closing the last of the Chapter 11 Cases,
the Post-Effective Date Debtors shall be deemed to be dissolved without any further action by
the Post-Effective Date Debtors, including the filing of any documents with the secretary of state
for the state in which the Post-Effective Date Debtors are formed or any other jurisdiction. The
Plan Administrator, however, shall have authority to take all necessary actions to dissolve the
Post-Effective Date Debtors in and withdraw the Post-Effective Date Debtors from applicable
states.

3. Delivery of Distributions and Undeliverable or Unclaimed Distributions

(a) Timing and Calculation of Amounts to Be Distributed

Unless otherwise provided in the Plan, on the Effective Date (or if a Claim is not an
Allowed Claim or Allowed Interest on the Effective Date, on the date that such Claim or Interest
becomes an Allowed Claim or Allowed Interest, or as soon as reasonably practicable thereafter),
or as soon as is reasonably practicable thereafter, each holder of an Allowed Claim or Allowed
Interest (as applicable) shall receive the full amount of the distributions that the Plan provides for
Allowed Claims or Allowed Interests (as applicable) in the applicable Class. In the event that
any payment or act under the Plan is required to be made or performed on a date that is not a
Business Day, then the making of such payment or the performance of such act may be
completed on the next succeeding Business Day, but shall be deemed to have been completed as
of the required date. If and to the extent that there are Disputed Claims or Disputed Interests,
distributions on account of any such Disputed Claims or Disputed Interests shall be made
pursuant to the provisions set forth in the Plan. Except as otherwise provided in the Plan, holders
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of Claims or Interests shall not be entitled to interest, dividends or accruals on the distributions
provided for in the Plan, regardless of whether such distributions are delivered on or at any time
after the Effective Date. For the avoidance of doubt, such limitation on the entitlement to
interest shall not be applicable to the claims of the Prepetition Secured Lenders.

(b) Disbursing Agent

The Plan Administrator shall make all distributions under the Plan on account of Allowed
Claims, provided, however, that all Allowed Professional Fee Claims shall be paid out of the
Professional Fee Reserve.

The Plan Administrator shall not be required to give any bond or surety or other security
for the performance of his or her duties unless otherwise ordered by the Bankruptcy Court.
Additionally, in the event that the Plan Administrator is so otherwise ordered, all costs and
expenses of procuring any such bond or surety shall be borne by either the Post-Effective Date
Debtors.

(c) Delivery of Distributions and Undeliverable or Unclaimed Distributions
1. Record Date for Distribution

On the Distribution Record Date, the Claims Register shall be closed and any party
responsible for making distributions shall instead be authorized and entitled to recognize only
those record holders listed on the Claims Register as of the close of business on the Distribution
Record Date.

2. Delivery of Distributions

Except as otherwise provided in the Plan, the Plan Administrator shall make distributions
to holders of Allowed Claims and Allowed Interests at the address for each such holder as
indicated on the Debtors’ records as of the date of any such distribution; provided that the
manner of such distributions shall be determined at the discretion of the Plan Administrator;
provided, further, that the address for each holder of an Allowed Claim shall be deemed to be the
address set forth in any Proof of Claim Filed by that holder.

3. Minimum Distributions

Notwithstanding any other provision of the Plan, the Plan Administrator will not be
required to make distributions of Cash less than $100 in value, and each such Claim to which this
limitation applies shall be fully satisfied pursuant to Article VIII and its holder is forever barred
pursuant to Article VIII from asserting that Claim against the Debtors or their property.

4. Undeliverable Distributions and Unclaimed Property

In the event that any distribution to any holder is returned as undeliverable, no
distribution to such holder shall be made unless and until the Plan Administrator has determined
the then-current address of such holder, at which time such distribution shall be made to such
holder without interest; provided that all distributions to holders of Allowed Claims that are
unclaimed for a period of ninety (90) calendar days after the date of the first attempted
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distribution shall have its, his or her Claim for such undeliverable distribution deemed satisfied
and will be forever barred from asserting any such Claim against the Debtors, the Post-Effective
Date Debtors, or their respective property. Any Cash payment made in the form of a check shall
be null and void and deemed unclaimed within the meaning of this paragraph if not cashed
within ninety (90) calendar days after date of issuance thereof, and all requests for reissuance of
a check must be made to the Post-Effective Date Debtors within ninety (90) calendar days after
first issuance. Any distributions that are undeliverable, unclaimed or have not been negotiated
within the time period set forth above shall be deemed unclaimed property under section 347(b)
of the Bankruptcy Code automatically and without need for further notice or order by the
Bankruptcy Court and revert back to the Post-Effective Date Debtors notwithstanding any
federal, state or other escheat, abandonment or unclaimed property law to the contrary. The
Post-Effective Date Debtors shall have no further obligation to make any distribution to the
holder of such Claim on account of such Claim, any entitlement of any holder of such Claim to
any such distributions shall be extinguished and forever barred, and the Claim(s) of such holder
shall be waived, discharged and forever barred without further notice or order of the Bankruptcy
Court.

4. Setoffs and Recoupment

Except as expressly provided in the Plan, the Post-Effective Date Debtors and the Plan
Administrator may, pursuant to section 553 of the Bankruptcy Code, set off or recoup against
any Plan distributions to be made on account of any Allowed Claim, any and all claims and
rights that the Post-Effective Date Debtors may hold against the holder of such Allowed Claim to
the extent such setoff or recoupment is either (1) agreed in amount among the Post-Effective
Date Debtors and holder of Allowed Claim or (2) otherwise adjudicated by the Bankruptcy Court
or another court of competent jurisdiction; provided that neither the failure to effectuate a setoff
or recoupment nor the allowance of any Claim hereunder shall constitute a waiver or release by
the Debtors, the Post-Effective Date Debtors or their successors of any and all claims and rights
that such entities or their successors may possess against the applicable holder. In no event shall
any holder of Claims against, or Interests in, the Debtors be entitled to recoup any such Claim or
Interest against any claim, right, or Cause of Action of the Debtors or the Post-Effective Date
Debtors unless such holder actually has performed such recoupment and provided notice thereof
in writing to the Debtors in accordance with the Plan on or before the Effective Date,
notwithstanding any indication in any Proof of Claim or otherwise that such holder asserts, has
or intends to preserve any right of recoupment.

B. Settlement, Release, Injunction, and Related Provisions

1. The Global Settlement

The Plan includes and effectuates the Global Settlement, which is a good faith
compromise of claims and Causes of Action asserted or that could have been asserted by the
Creditors’ Committee, and by and against the Debtors, and the Prepetition Secured Lenders, as
well as of any potential disputes related to the allocation of available value as among the
Debtors’ different stakeholders, as contemplated by the Plan and memorialized in the Plan Term
Sheet. In particular, the Prepetition Secured Lenders agreed to, among other things, (a) release
their respective liens, claims and rights to any Retained Sale Proceeds and Identified Liquor
License Proceeds with such amounts to be held and utilized for the benefit of the Debtors’ non-
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Prepetition Secured Lender creditors and (b) release their respective liens on the Excluded
Liquor License Proceeds and have such proceeds be shared on a Pro Rata basis between (i) the
Prepetition Secured Lenders on account of their Allowed Prepetition Secured Obligations
Deficiency Claims and (ii) the holders of Allowed General Unsecured Claims. In return,
notwithstanding anything in the Final DIP Order to the contrary, upon the closing of the sale to
the Purchaser, the “Challenge Period” in the Final DIP Order terminated and the Creditors’
Committee is barred from seeking to challenge or otherwise object to the amount, validity,
enforceability, priority, or extent of the Prepetition Secured Obligations or the liens of the
Prepetition Secured Lenders on the Pre-Petition Collateral (as defined in the Final DIP Order)
securing the Prepetition Secured Obligations Claims; provided, however, the Creditors’
Committee reserved the right to reconcile the final amount of the Prepetition Secured
Obligations Deficiency Claims.

In connection with the Global Settlement, the Creditors’ Committee has obtained
significant value for general unsecured creditors, who, given the Debtors’ capital structure,
would likely receive no recovery or a substantially diminished recovery absent the substantial
consideration provided by the Prepetition Secured Lenders pursuant to the Global Settlement.
The Global Settlement ends potentially expensive, extensive and time-consuming litigation over
the respective parties’ rights and interests in the Debtors’ assets, provides for an expedited and
efficient wind down of the Debtors’ Estates for the benefit of all stakeholders, provides
significant recovery to the Debtors’ general unsecured creditors, and provides the framework for
the Plan.

Pursuant to section 1123(b)(3)(A) of the Bankruptcy Code and Bankruptcy Rule 9019
and in consideration of the distributions and other benefits provided under the Plan, the
provisions of the Plan implementing the Global Settlement constitute a good faith compromise
and settlement of all Released Claims against the Released Parties, and the Plan constitutes a
request for the Bankruptcy Court to authorize and approve such compromise and Global
Settlement, to release all of the Released Claims belonging to the Debtors and any other Person
that is deemed to have given a release pursuant to Articles VIIL.D and E against each and every
Released Party. Distributions to be made pursuant to the Plan shall be made on account of and in
consideration of the Global Settlement. Entry of the Confirmation Order shall confirm the
Bankruptcy Court’s approval of the Global Settlement, as of the Effective Date, of all
components of the Global Settlement and the Bankruptcy Court’s finding that the Global
Settlement is in the best interests of the Debtors, the Post-Effective Date Debtors, their respective
Estates, and the holders of Claims and Interests, and is fair, equitable and reasonable.

2. Satisfaction of Claims and Termination of Interests

As of the Effective Date, and except as otherwise specifically provided in the Plan, or in
any contract, instrument, or other agreement or document created pursuant to the Plan, the
distributions, rights and treatment that are provided in the Plan shall constitute the exclusive
treatment, and be in complete satisfaction of Claims, Interests and Causes of Action of any
nature whatsoever, including any interest accrued on Claims or Interests from and after the
Petition Date, whether known or unknown, against, liabilities of, Liens on, obligations of, rights
against, and Interests in, the Debtors or any of their assets or properties, regardless of whether
any property shall have been distributed or retained pursuant to the Plan on account of such
Claims and Interests, including demands, liabilities and Causes of Action that arose before the
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Effective Date, any liability (including withdrawal liability) to the extent such Claims or Interests
relate to services performed by current or former employees of the Debtors prior to the Effective
Date and that arise from a termination of employment, any contingent or non-contingent liability
on account of representations or warranties issued on or before the Effective Date, and all debts
of the kind specified in sections 502(g), 502(h) or 502(i) of the Bankruptcy Code, in each case
whether or not: (1) a Proof of Claim or Proof of Interest based upon such debt, right or Interest
is Filed or deemed Filed pursuant to section 501 of the Bankruptcy Code; (2) a Claim or Interest
based upon such debt, right or Interest is Allowed pursuant to section 502 of the Bankruptcy
Code; or (3) the holder of such a Claim or Interest has accepted the Plan. Any default by the
Debtors or their Affiliates with respect to any Claim or Interest that existed immediately prior to
or on account of the filing of the Chapter 11 Cases shall be deemed cured on the Effective Date.
The Confirmation Order shall be a judicial determination of the exclusive treatment and
satisfaction of all Claims and Interests subject to the occurrence of the Effective Date.

3. General Settlement of Claims and Interests

Pursuant to section 1123 of the Bankruptcy Code and Bankruptcy Rule 9019, and in
consideration for the classification, distributions, releases, and other benefits provided under the
Plan, on the Effective Date, the provisions of the Plan shall constitute a good-faith compromise
and settlement of all Claims, Interests, Causes of Action, and controversies released, settled,
compromised, or otherwise resolved pursuant to the Plan. The Plan shall be deemed a motion to
approve the good-faith compromise and settlement of all such Claims, Interests, Causes of
Action, and controversies pursuant to Bankruptcy Rule 9019, and the entry of the Confirmation
Order shall constitute the Bankruptcy Court’s approval of such compromise and settlement under
section 1123 of the Bankruptcy Code and Bankruptcy Rule 9019, as well as a finding by the
Bankruptcy Court that such settlement and compromise is fair, equitable, reasonable, and in the
best interests of the Debtors and their Estates. Subject to Article VI of the Plan, all distributions
made to holders of Allowed Claims and Allowed Interests (as applicable) in any Class are
intended to be and shall be final.

4. Terms of Injunctions or Stays

Unless otherwise provided in the Plan or in the Confirmation Order, all injunctions or
stays in effect in the Chapter 11 Cases pursuant to sections 105 or 362 of the Bankruptcy Code or
any order of the Bankruptcy Court, and extant on the Confirmation Date (excluding any
injunctions or stays contained in the Plan or the Confirmation Order), shall remain in full force
and effect until the Effective Date. All injunctions or stays contained in the Plan or the
Confirmation Order shall remain in full force and effect in accordance with their terms.

5. Release of Liens

Except as otherwise provided in the Plan, the Plan Supplement, or any contract,
instrument, release, or other agreement or document created pursuant to the Plan, on the
Effective Date and concurrently with the applicable distributions made pursuant to the
Plan and, in the case of a Secured Claim, satisfaction in full of the portion of the
Secured Claim that is Allowed as of the Effective Date, and required to be satisfied
pursuant to the Plan, all mortgages, deeds of trust, Liens, pledges, or other security
interests against any property of the Estates shall be fully released, settled and
compromised, and all of the right, title and interest of any holder of such mortgages, deeds
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of trust, Liens, pledges, or other security interests shall revert automatically to the
applicable Debtor and its successors and assigns. Any holder of such Secured Claim (and
the applicable agents for such holder) shall be authorized and directed to release any
collateral or other property of any Debtor (including any cash collateral and possessory
collateral) held by such holder (and the applicable agents for such holder), and to take such
actions as may be reasonably requested by the Post-Effective Date Debtors to evidence the
release of such Lien, including the execution, delivery and filing or recording of such
releases. The presentation or filing of the Confirmation Order to or with any federal, state,
provincial, or local agency or department shall constitute good and sufficient evidence of,
but shall not be required to effect, the termination of such Liens.

6. Releases by the Debtors

As of the Effective Date, for good and valuable consideration, the adequacy of
which is hereby confirmed, each Released Party is deemed released and discharged by each
and all of the Debtors, the Post-Effective Date Debtors, and their Estates, in each case on
behalf of themselves and their respective successors, assigns, and representatives, and any
and all other entities who may purport to assert any Cause of Action, directly or
derivatively, by, through, for, or because of the foregoing entities, from any and all Claims,
obligations, rights, suits, damages, Causes of Action, remedies, and liabilities whatsoever,
including any derivative claims, asserted or assertable on behalf of any of the Debtors, the
Post-Effective Date Debtors or their Estates, as applicable, whether known or unknown,
foreseen or unforeseen, existing or hereinafter arising, in law, equity, or otherwise, that the
Debtors, the Post-Effective Date Debtors, or their Estates or affiliates would have been
legally entitled to assert in their own right (whether individually or collectively) or on
behalf of the holder of any Claim against, or Interest in, a Debtor or other Entity, based on
or relating to, or in any manner arising from, in whole or in part, the Debtors, the
purchase, sale, or rescission of the purchase or sale of any security of the Debtors or the
Post-Effective Date Debtors, the subject matter of, or the transactions or events giving rise
to, any Claim or Interest that is treated in the Plan, the business or contractual
arrangements between any Debtor and any Released Party, the Debtors’ in- or out-of-court
sale and restructuring efforts, intercompany transactions, the Credit Agreement
Documents, the Chapter 11 Cases, the formulation, preparation, dissemination,
negotiation, filing, or consummation of the Disclosure Statement, the Plan (including, for
the avoidance of doubt, the Plan Supplement and the Plan Term Sheet), or any contract,
instrument, release, or other agreement or document created or entered into in connection
with the Disclosure Statement or the Plan, the filing of the Chapter 11 Cases, the pursuit of
Confirmation, the pursuit of Consummation, the administration and implementation of the
Plan, including the issuance or distribution of securities pursuant to the Plan, or the
distribution of property under the Plan or any other related agreement, or upon any other
act or omission, transaction, agreement, event, or other occurrence taking place on or
before the Effective Date; provided that nothing in the Plan shall be construed to release the
Released Parties from gross negligence, willful misconduct or actual fraud as determined
by a Final Order; and provided, further, that any right to enforce the Plan, the
Confirmation Order, the Global Settlement, and the Asset Purchase Agreement is not so
released.
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Entry of the Confirmation Order shall constitute the Bankruptcy Court’s approval,
pursuant to Bankruptcy Rule 9019, of the releases described in Article VIIL.D of the Plan
by the Debtors, which includes by reference each of the related provisions and definitions
contained in the Plan, and further, shall constitute the Bankruptcy Court’s finding that
each release described in Article VIIL.D of the Plan is: (1) in exchange for the good and
valuable consideration provided by the Released Parties, (2) a good-faith settlement and
compromise of such Claims; (3) in the best interests of the Debtors and all holders of
Claims and Interests; (4) fair, equitable and reasonable; (5) given and made after due
notice and opportunity for hearing; and (6) a bar to any of the Debtors or Post-Effective
Date Debtors or their respective Estates asserting any claim, Cause of Action, or liability
related thereto, of any kind whatsoever, against any of the Released Parties or their

property.
7. Consensual Third Party Releases

If a holder of a Claim or Interest timely (x) votes on the Plan and does not opt out of
the Consensual Third Party Releases to the extent entitled to vote on the Plan or (y)
submits an opt-in form indicating that such holder opts-in to the Consensual Third Party
Releases then each such holder of a Claim or Interest shall be a Releasing Party and, as of
the Effective Date, in exchange for good and valuable consideration, including the
obligations of the Debtors under the Plan and the contributions of the Released Parties to
facilitate and implement the Plan, to the fullest extent permissible under applicable law, as
such law may be extended or integrated after the Effective Date, each of the Releasing
Parties shall be deemed to have conclusively, absolutely, unconditionally, irrevocably, and
forever, released and discharged each Debtor, Post-Effective Date Debtor, and Released
Party from any and all Claims, interests, obligations, rights, suits, damages, Causes of
Action, remedies, and liabilities whatsoever, whether known or unknown, foreseen or
unforeseen, existing or hereinafter arising, in law, equity, or otherwise, including any
derivative claims, asserted or assertable on behalf of any of the Debtors, the Post-Effective
Date Debtors, or their Estates, that such Entity would have been legally entitled to assert
(whether individually or collectively), based on or relating to, or in any manner arising
from, in whole or in part, the Debtors, the purchase, sale, or rescission of the purchase or
sale of any security of the Debtors or the Post-Effective Date Debtors, the subject matter of,
or the transactions or events giving rise to, any Claim or Interest that is treated in the Plan,
the business or contractual arrangements between any Debtor and any Released Party, the
Debtors’ in- or out-of-court sale and restructuring efforts, intercompany transactions, the
Credit Agreement Documents, the Chapter 11 Cases, the formulation, preparation,
dissemination, negotiation, filing, or consummation of the Disclosure Statement, the Plan
(including, for the avoidance of doubt, the Plan Supplement and the Plan Term Sheet), or
any contract, instrument, release, or other agreement or document created or entered into
in connection with the Disclosure Statement, or the Plan, the filing of the Chapter 11 Cases,
the pursuit of Confirmation, the pursuit of Consummation, the administration and
implementation of the Plan, including the issuance or distribution of securities pursuant to
the Plan, or the distribution of property under the Plan or any other related agreement, or
upon any other related act or omission, transaction, agreement, event, or other occurrence
taking place on or before the Effective Date; provided that nothing in the Plan shall be
construed to release the Released Parties from gross negligence, willful misconduct or
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actual fraud as determined by a Final Order; and provided, further that any right to
enforce the Plan, the Confirmation Order, the Global Settlement, and the Asset Purchase
Agreement is not so released.

Entry of the Confirmation Order shall constitute the Bankruptcy Court’s approval,
pursuant to Bankruptcy Rule 9019, of the releases described in Article VIILE of the Plan,
which includes by reference each of the related provisions and definitions contained in the
Plan, and further, shall constitute the Bankruptcy Court’s finding that each release
described in Article VIILE of the Plan is: (1) in exchange for the good and valuable
consideration provided by the Released Parties, (2) a good-faith settlement and
compromise of such Claims; (3) in the best interests of the Debtors and all holders of
Claims and Interests; (4) fair, equitable and reasonable; (5) given and made after due
notice and opportunity for hearing; and (6) a bar to any of the Releasing Parties or the
Debtors or Post-Effective Date Debtors or their respective Estates asserting any claim,
Cause of Action, or liability related thereto, of any kind whatsoever, against any of the
Released Parties or their property.

8. Exculpation

Notwithstanding anything in the Plan to the contrary, the Exculpated Parties shall
neither have nor incur, and each Exculpated Party is released and exculpated from, any
liability to any holder of a Cause of Action, Claim or Interest for any act or omission in
connection with, relating to, or arising out of, the Chapter 11 Cases, the sale of the Debtors’
assets, the formulation, preparation, dissemination, negotiation, filing, or consummation of
the Disclosure Statement, the Plan, or any contract, instrument, release or other agreement
or document created or entered into in connection with the Disclosure Statement or the
Plan, the filing of the Chapter 11 Cases, the pursuit of Confirmation, the pursuit of
Consummation, the administration and implementation of the Plan, including the issuance
of securities pursuant to the Plan or the distribution of property under the Plan or any
other related agreement (whether or not such issuance or distribution occurs following the
Effective Date), negotiations regarding or concerning any of the foregoing, or the
administration of the Plan or property to be distributed hereunder, except for actions
determined by Final Order to have constituted actual fraud, willful misconduct or gross
negligence, but in all respects such Entities shall be entitled to reasonably rely upon the
advice of counsel with respect to their duties and responsibilities pursuant to the Plan. The
Exculpated Parties have, and upon completion of the Plan shall be deemed to have,
participated in good faith and in compliance with the applicable laws with regard to the
solicitation of votes and distribution of consideration pursuant to the Plan and, therefore,
are not, and on account of such distributions shall not be, liable at any time for the
violation of any applicable law, rule or regulation governing the solicitation of acceptances
or rejections of the Plan or such distributions made pursuant to the Plan.

9. Injunction

Except as otherwise expressly provided in the Plan or for obligations issued or
required to be paid pursuant to the Plan or the Confirmation Order, all Entities who have
held, hold or may hold Claims or Interests that have been released, discharged or are
subject to exculpation are permanently enjoined, from and after the Effective Date, from
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taking any of the following actions against, as applicable, the Debtors, the Post-Effective
Date Debtors, the Exculpated Parties, or the Released Parties: (1) commencing or
continuing in any manner any action or other proceeding of any kind on account of or in
connection with or with respect to any such Claims or Interests; (2) enforcing, attaching,
collecting, or recovering by any manner or means any judgment, award, decree, or order
against such Entities on account of or in connection with or with respect to any such
Claims or Interests; (3) creating, perfecting or enforcing any encumbrance of any kind
against such Entities or the property or the estates of such Entities on account of or in
connection with or with respect to any such Claims or Interests; (4) asserting any right of
setoff, subrogation or recoupment of any kind against any obligation due from such
Entities or against the property of such Entities on account of or in connection with or with
respect to any such Claims or Interests unless such holder has Filed a motion requesting
the right to perform such setoff on or before the Effective Date, and notwithstanding an
indication of a Claim or Interest or otherwise that such holder asserts, has or intends to
preserve any right of setoff pursuant to applicable law or otherwise; and (5) commencing
or continuing in any manner any action or other proceeding of any kind on account of or in
connection with or with respect to any such Claims or Interests released or settled pursuant
to the Plan.

Upon entry of the Confirmation Order, all holders of Claims and Interests and their
respective current and former employees, agents, officers, directors, managers, principals,
and direct and indirect Affiliates shall be enjoined from taking any actions to interfere with
the implementation or Consummation of the Plan. Each holder of an Allowed Claim or
Allowed Interest, as applicable, by accepting, or being eligible to accept, distributions
under or Reinstatement of such Claim or Interest, as applicable, pursuant to the Plan, shall
be deemed to have consented to the injunction provisions set forth in Article VIIL.G of the
Plan.

ARTICLE VIII.

STATUTORY REQUIREMENTS FOR CONFIRMATION OF THE PLAN

The following is a brief summary of the confirmation process. Holders of Claims and
Interests are encouraged to review the relevant provisions of the Bankruptcy Code and to consult
their own advisors with respect to the summary provided in this Disclosure Statement.

A. Confirmation Hearing

Section 1128(a) of the Bankruptcy Code requires a bankruptcy court, after notice, to
conduct a hearing to consider confirmation of a chapter 11 plan. Section 1128(b) of the
Bankruptcy Code provides that any party in interest may object to confirmation of the Plan. The
Bankruptcy Court has scheduled the Confirmation Hearing for November 2, 2020 at | :
_.m.] (prevailing Eastern Time). The Confirmation Hearing may be adjourned from time to
time by the Bankruptcy Court without further notice except for an announcement of the
adjourned date made at the Confirmation Hearing or the Filing of a notice of such adjournment
served in accordance with the Solicitation Order. Any objection to the Plan must: (1) be in
writing; (2) conform to the Bankruptcy Rules and the Local Rules for the United States
Bankruptcy Court for the District of Delaware; (3) state the name, address, phone number, and
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email address of the objecting party and the amount and nature of the Claim or Interest of such
entity, if any; (4) state with particularity the basis and nature of any objection to the Plan and, if
practicable, a proposed modification to the Plan that would resolve such objection; and (5) be
Filed, contemporaneously with a proof of service, with the Bankruptcy Court and served so that
it is actually received by the following notice parties set forth below no later than the Objection
Deadline. Unless an objection to the Plan is timely served and Filed, it may not be
considered by the Bankruptcy Court.

HRI Holding Corp.
8700 State Line Rd., Suite 100
Leawood, KS 66206
Attention: Matthew R. Manning, Chief Restructuring Officer
Email: mmanning@miiipartners.com

with copies (which shall not constitute notice) to:

Landis Rath & Cobb LLP
919 N. Market Street
Suite 1800
Wilmington, Delaware 19801
Attention: Adam G. Landis
Kimberly A. Brown
Matthew R. Pierce
Email address: landis@Irclaw.com
brown@lrclaw.com
pierce@lrclaw.com

B. Confirmation Standards

At the Confirmation Hearing, the Bankruptcy Court will determine whether the Plan
satisfies the requirements of section 1129 of the Bankruptcy Code. The Debtors believe that the
Plan satisfies or will satisfy all of the statutory requirements of chapter 11 of the Bankruptcy
Code and that they have complied or will have complied with all of the requirements of chapter
11 of the Bankruptcy Code. Specifically, the Debtors believe that the Plan satisfies or will
satisfy the applicable confirmation requirements of section 1129 of the Bankruptcy Code,
including those set forth below.

1. Feasibility

The Bankruptcy Code requires that to confirm a chapter 11 plan, the Bankruptcy Court
must find that confirmation of such plan is not likely to be followed by the liquidation or the
need for further financial reorganization of the debtor(s) unless contemplated by the plan.

The Plan provides for the liquidation and distribution of the Debtors’ assets.

Accordingly, the Debtors believe that all Plan obligations will be satisfied without the need for
further reorganization of the Debtors.
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2. Best Interests of Creditors

Notwithstanding acceptance of the Plan by a voting Impaired Class, to confirm the Plan,
the Bankruptcy Court must still independently determine that the Plan is in the best interests of
each holder of a Claim or Interest in any such Impaired Class that has not voted to accept the
Plan, meaning that the Plan provides each such holder with a recovery that has a value at least
equal to the value of the recovery that each such holder would receive if the Debtors were
liquidated under chapter 7 of the Bankruptcy Code on the Effective Date. Accordingly, if an
Impaired Class does not unanimously vote to accept the Plan, the best interests test requires the
Bankruptcy Court to find that the Plan provides to each member of such Impaired Class a
recovery on account of the Class member’s Claim or Interest that has a value, as of the Effective
Date, at least equal to the value of the recovery that each such Class member would receive if the
Debtors were liquidated under chapter 7.

The Debtors believe that the Plan satisfies the best interests test because, among other
things, the recoveries expected to be available to holders of Allowed Claims under the Plan will
be greater than the recoveries expected to be available in a chapter 7 liquidation, as discussed
more fully below.

In a typical chapter 7 case, a trustee is elected or appointed to liquidate a debtor’s assets
and to make distributions to creditors in accordance with the priorities established in the
Bankruptcy Code. Generally, secured creditors are paid first from the proceeds of sales of their
collateral. If any assets remain in the bankruptcy estate after satisfaction of the secured
creditors’ claims from their collateral, administrative expenses are next to be paid. Unsecured
creditors are paid from any remaining sale proceeds, according to their respective priorities.
Unsecured creditors with the same priority share in proportion to the amount of their allowed
claims in relationship to the total amount of allowed claims held by all unsecured creditors with
the same priority. Finally, interest holders receive the balance that remains, if any, after all
creditors are paid.

Substantially all of the assets of the Debtors’ business were liquidated through the Sale .
Although the Plan effects a liquidation of the Debtors’ remaining assets and a chapter 7
liquidation would achieve the same goal, the Debtors believe that the Plan provides a greater
recovery to holders of Allowed General Unsecured Claims than would a chapter 7 liquidation.
Specifically, the Plan effectuates the terms of the Plan Term Sheet, which provides, among other
things, for the Prepetition Secured Lenders to release certain of their liens on their collateral,
including on $1.28 million in Cash and on certain liquor licenses, for the benefit of General
Unsecured Creditors. Additionally, liquidating the Debtors’ Estates under the Plan likely
provides holders of Allowed General Unsecured Claims and Allowed Prepetition Secured
Obligations Deficiency Claims with a larger, more timely recovery in part because of the
expenses that would be incurred in a chapter 7 liquidation, including the potential added time
(thereby reducing the present value of any recovery for holders) and expense incurred by the
chapter 7 trustee and any retained professionals in familiarizing themselves with the Chapter 11
Cases. See, e.g., 11 U.S.C. § 326(a) (providing for compensation of a chapter 7 trustee); 11
U.S.C. 503(b)(2) (providing administrative expense status for compensation and expenses of a
chapter 7 trustee and such trustee’s professionals). The conversion to chapter 7 would also
require entry of a new bar date. See Fed. R. Bankr. P. 1019(2); 3002(c). Thus, the amount of
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Claims ultimately filed and Allowed against the Debtors could materially increase, thereby
further reducing creditor recoveries versus those available under the Plan.

Accordingly, the Debtors believe that the Plan is in the best interests of creditors.

C. Alternative Plans

The Debtors do not believe that there are any alternative plans for the reorganization or
liquidation of the Debtors’ Estates. The Debtors believe that the Plan, as described herein,
enables holders of Claims and Interests to realize the greatest possible value under the
circumstances and that, compared to any alternative plan, the Plan has the greatest chance to be
confirmed and consummated.

D. Acceptance by Impaired Classes

The Bankruptcy Code requires, as a condition to Confirmation that, except as described
in the following section, each class of claims or equity interests that is impaired under a plan
accept the plan. A class that is not “impaired” under a plan is presumed to have accepted the
plan and, therefore, solicitation of acceptances with respect to such class is not required.
Pursuant to section 1124 of the Bankruptcy Code, a class is “impaired” unless the plan: (1)
leaves unaltered the legal, equitable and contractual rights to which the claim or the equity
interest entitles the holder of such claim or equity interest; (2) cures any default, reinstates the
original terms of such obligation and compensates the applicable party in question; or (3)
provides that, on the consummation date, the holder of such claim or equity interest receives cash
equal to the allowed amount of that claim or, with respect to any equity interest, any fixed
liquidation preference to which the holder of such equity interest is entitled to any fixed price at
which the debtor may redeem the security.

Section 1126(c) of the Bankruptcy Code defines acceptance of a plan by a class of
impaired creditors as acceptance by holders of at least two-thirds in dollar amount and more than
one-half in number of claims in that class, but for that purpose counts only those who actually
vote to accept or to reject a plan. Votes that have been “designated” under section 1126(e) of the
Bankruptcy Code are not included in the calculation of acceptance by a class of claims. Thus, a
Class of creditor Claims will have voted to accept the Plan only if two-thirds in amount and a
majority in number actually voting cast their Ballots in favor of acceptance, subject to Article III
of the Plan. Only holders of Claims in the Voting Classes will be entitled to vote on the Plan.

Section 1126(d) of the Bankruptcy Code defines acceptance of a plan by a class of
interests as acceptance by holders of at least two-thirds in dollar amount of those interests who
actually vote to accept or reject a plan. Votes that have been “designated” under section 1126(e)
of the Bankruptcy Code are not included in the calculation of acceptance by a class of interests.
Thus, a Class of Interests will have voted to accept the Plan only if two-thirds in amount actually
voting cast their Ballots in favor of acceptance, not counting designated votes, subject to
Article III of the Plan. No Class including holders of Interests is entitled to vote on the Plan.

Article IILF of the Plan provides in full: “If a Class contains Claims or Interests eligible

to vote and no holders of Claims or Interests eligible to vote in such Class vote to accept or reject
the Plan, the holders of such Claims or Interests in such Class shall be deemed to have accepted

{1247.002-W0062761.2} 39



Case 19-12415-MFW Doc 703 Filed 08/25/20 Page 48 of 66

the Plan.” Such “deemed acceptance” by an impaired class in which no class members submit
ballots satisfies section 1129(a)(10) of the Bankruptcy Code. See In re Tribune Co., 464 B.R.
126, 183 (Bankr. D. Del. 2011) (“Would ‘deemed acceptance’ by a non-voting impaired class, in
the absence of objection, constitute the necessary ‘consent’ to a proposed ‘per plan’ scheme? I
conclude that it may.” (footnote omitted)); see In re Adelphia Commc’ns Corp., 368 B.R. 14,
259-63 (Bankr. S.D.N.Y. 2007).

E. Confirmation Without Acceptance by All Impaired Classes

Section 1129(b) of the Bankruptcy Code allows a bankruptcy court to confirm a plan
even if Impaired Classes entitled to vote on the Plan have not accepted it or if an Impaired Class
is deemed to reject the Plan; provided that the Plan is accepted by at least one Impaired Class.
Pursuant to section 1129(b) of the Bankruptcy Code, notwithstanding an impaired class’s
rejection or deemed rejection of a plan, such plan will be confirmed, at the plan proponent’s
request, in a procedure commonly known as “cram down,” so long as the plan does not
“discriminate unfairly” and is “fair and equitable” with respect to each class of claims or equity
interests that is impaired under, and has not accepted, the plan.

1. No Unfair Discrimination

This test applies to Classes of Claims or Interests that are of equal priority and are
receiving different treatment under the Plan. The test does not require that the treatment be the
same or equivalent, but that such treatment be “fair.” In general, bankruptcy courts consider
whether a plan discriminates unfairly in its treatment of Classes of Claims of equal rank (e.g.,
classes of the same legal character). The Debtors do not believe the Plan discriminates unfairly
against any Impaired Class of Claims or Interests. The Debtors believe that the Plan and the
treatment of all Classes of Claims and Interests satisfy the foregoing requirements for
nonconsensual Confirmation.

2. Fair and Equitable Test

This test applies to classes of different priority and status (e.g., secured versus unsecured)
and includes the general requirement that no class of claims receive more than 100 percent of the
amount of the allowed claims in such class. As to a non-accepting class, the test sets different
standards depending on the type of claims or interests in such class. As set forth below, the
Debtors believe that the Plan satisfies the “fair and equitable” requirement because, for each
applicable Class, there is no Class of equal priority receiving more favorable treatment and no
Class that is junior to such dissenting Class that will receive or retain any property on account of
the Claims or Interests in such Class; except as otherwise agreed and consented to in the Plan
Term Sheet.

(a) Secured Claims

The condition that a plan be “fair and equitable” to a non-accepting class of secured
claims includes the requirements that: (i) the holders of such secured claims retain the liens
securing such claims to the extent of the allowed amount of the claims, whether the property
subject to the liens is retained by the debtor or transferred to another entity under the plan; and
(i1) each holder of a secured claim in the class receives deferred cash payments totaling at least
the allowed amount of such claim with a present value, as of the effective date of the plan, at
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least equivalent to the value of the secured claimant’s interest in the debtor’s property subject to
the liens.

(b) Unsecured Claims

The condition that a plan be “fair and equitable” to a non-accepting class of unsecured
claims requires that either: (i) the plan provides that each holder of a claim of such class receive
or retain on account of such claim property of a value, as of the effective date of the plan, equal
to the allowed amount of such claim; or (ii) the holder of any claim or any equity interest that is
junior to the claims of such class will not receive or retain under the plan on account of such
junior claim or junior equity interest any property.

(c) Equity Interests

The condition that a plan be “fair and equitable” to a non-accepting class of equity
interests includes the requirements that either: (i) the plan provides that each holder of an equity
interest in that class receives or retains under the plan on account of that equity interest property
of a value, as of the effective date of the plan, equal to the greater of: (A) the allowed amount of
any fixed liquidation preference to which such holder is entitled; (B) any fixed redemption price
to which such holder is entitled; or (C) the value of such interest; or (ii) if the class does not
receive the amount as required under (i) hereof, no class of equity interests junior to the non-
accepting class may receive a distribution under the plan.

ARTICLE IX.

CERTAIN RISK FACTORS TO BE CONSIDERED BEFORE VOTING

Holders of Claims should read and carefully consider the risk factors set forth below, as
well as the other information set forth in this Disclosure Statement and the documents delivered
together with this Disclosure Statement, referred to or incorporated by reference in this
Disclosure Statement, before voting to accept or reject the Plan. These factors should not be
regarded as constituting the only risks present in connection with the Debtors’ businesses or the
Plan and its implementation.

A. Risk Factors that May Affect Recoveries Available to holders of Allowed Claims
Under the Plan

1. Actual Amounts of Allowed Claims May Differ from Estimated Amounts of
Allowed Claims, Thereby Adversely Affecting the Recoveries of Some holders of
Allowed Claims

The estimates of Allowed Claims and recoveries for holders of Allowed Claims set forth
in this Disclosure Statement are based on various assumptions. Should one or more of the
underlying assumptions ultimately prove to be incorrect, the actual Allowed amounts of Claims
may significantly vary from the estimated Claims contained in this Disclosure Statement.
Moreover, the Debtors cannot determine with any certainty at this time the number or amount of
Claims that will ultimately be Allowed. Such differences may materially and adversely affect,
among other things, the recoveries to holders of Allowed Claims and Allowed Interests under the
Plan. Some holders are not entitled to any recovery pursuant to the terms of the Plan, and,
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depending on the accuracy of the Debtors’ various assumptions, even those holders entitled to a
recovery under the terms of the Plan may ultimately receive no recovery.

2. The Debtors Cannot State with Certainty What Recovery Will Be Available to
holders of Allowed Claims in the Voting Classes

The Debtors cannot know with certainty, at this time, the number or amount of Claims in
the Voting Classes that will ultimately be Allowed and how the amount of Allowed Claims will
compare to the estimates provided herein. For example, a number of Proofs of Claim allege
Claims in an unliquidated amount that will require future resolution, making the amount of any
Allowed Claim based on such Proof of Claim entirely speculative as of the date of this
Disclosure Statement. In addition, the Debtors are continuing to review the Proofs of Claim filed
in their Chapter 11 Cases. As such, the estimated amount of Claims may materially change due
to the Debtors’ ongoing review. Accordingly, because certain Claims under the Plan will be paid
on a Pro Rata basis, the Debtors cannot state with certainty what recoveries will be available to
holders of Allowed Claims in the Voting Classes.

3. Any Valuation of Any Assets to be Distributed under the Plan Is Speculative and
Could Potentially Be Zero

Any valuation of any of the assets to be distributed under the Plan is necessarily
speculative, and the value of such assets could potentially be zero, including the ultimate value
realized by the Debtors’ Estates, and the Plan Administrator, as applicable, on account of the
monetization or other disposition of any Identified Liquor Licenses, Excluded Liquor Licenses
and Remnant Liquor Licenses. In particular, the value of these liquor licenses which constitute a
material portion of potential consideration available for holders of Allowed General Unsecured
Claims, may be negatively impacted as a result of the COVID-19 pandemic, which arose
following the sale of the Debtors’ assets. Accordingly, the ultimate value, if any, of these assets
could materially affect, among other things, recoveries to the Debtors’ creditors, including
holders of Claims in the Voting Classes.

4. The Debtors Cannot Guaranty Recoveries or the Timing of Such Recoveries

Although the Debtors have made commercially reasonable efforts to estimate Allowed
Claims, including Administrative Claims, Priority Tax Claims, and Other Priority Claims, it is
possible that the actual amount of such Allowed Claims is materially higher than the Debtors’
estimates. Creditor recoveries could be materially reduced or eliminated in this instance. In
addition, the timing of actual distributions to holders of Allowed Claims may be affected by
many factors that cannot be predicted, including the timing of the sale of liquor licenses being
delayed as a result of the COVID-19 pandemic. Therefore, the Debtors cannot guaranty the
timing of any recovery on an Allowed Claim.

5. Certain Tax Implications of the Debtors’ Bankruptcy

Holders of Allowed Claims should carefully review Article X of this Disclosure
Statement, “Certain United States Federal Income Tax Consequences,” for a description of
certain tax implications of the Plan and the Chapter 11 Cases.
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B. Certain Bankruptcy Law Considerations

The occurrence or nonoccurrence of any or all of the following contingencies, and any
others, may affect distributions available to holders of Allowed Claims and Allowed Interests
under the Plan but will not necessarily affect the validity of the vote of the Impaired Classes to
accept or reject the Plan or necessarily require a re-solicitation of the votes of holders of Claims
in such Impaired Classes.

1. Parties in Interest May Object to the Plan’s Classification of Claims and Interests
or the Amount of Such Claims or Interests

Section 1122 of the Bankruptcy Code provides that a plan may place a claim or an
interest in a particular class only if such claim or interest is substantially similar to the other
claims or interests in such class. The Debtors believe that the classification of the Claims and
Interests under the Plan complies with the requirements set forth in the Bankruptcy Code because
the Debtors created Classes of Claims and Interests, each encompassing Claims or Interests, as
applicable, that are substantially similar to the other Claims and Interests in each such Class.
Nevertheless, there can be no assurance that the Bankruptcy Court will reach the same
conclusion.

Furthermore, certain parties in interest, including the Debtors and the Plan Administrator,
as applicable, reserve the right, under the Plan, to object to the amount or classification of any
Claim. The estimates set forth in this Disclosure Statement cannot be relied upon by any holder
of a Claim when such Claim is or may be subject to an objection or is not yet Allowed. Any
holder of a Claim that is or may be subject to an objection thus may not receive its expected
share of the estimated distributions described in this Disclosure Statement.

2. Failure to Satisfy Vote Requirements

In the event that votes are received in number and amount sufficient to enable the
Bankruptcy Court to confirm the Plan, the Debtors intend to seek, as promptly as practicable
thereafter, Confirmation of the Plan. In the event that sufficient votes are not received, the
Debtors may seek to pursue another strategy to wind down the Estates, such as an alternative
chapter 11 plan, a dismissal of the Chapter 11 Cases and an out-of-court dissolution, an
assignment for the benefit of creditors, a conversion to chapter 7 cases, or other strategies. There
can be no assurance that the terms of any such alternative strategies would be similar or as
favorable to the holders of Allowed Claims and Allowed Interests as those proposed in the Plan.

3. The Debtors May Not Be Able to Secure Confirmation of the Plan

The Debtors will need to satisfy section 1129 of the Bankruptcy Code, which sets forth
the requirements for confirmation of a chapter 11 plan and requires, among other things, a
finding by a bankruptcy court that: (a) such plan “does not unfairly discriminate” and is “fair and
equitable” with respect to any non-accepting classes; (b) confirmation of such plan is not likely
to be followed by a liquidation or a need for further financial reorganization unless such
liquidation or reorganization is contemplated by the plan; and (c) the value of distributions to
non-accepting holders of claims and interests within a particular class under such plan will not be
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less than the value of distributions such holders would receive if the debtors were liquidated
under chapter 7 of the Bankruptcy Code.

There can be no assurance that the requisite acceptances to confirm the Plan will be
received. Even if the requisite acceptances are received, there can be no assurance that the
Bankruptcy Court will confirm the Plan. A non-accepting holder of an Allowed Claim or an
Allowed Interest might challenge either the adequacy of this Disclosure Statement or whether the
balloting procedures and voting results satisfy the requirements of the Bankruptcy Code or
Bankruptcy Rules. Even if the Bankruptcy Court determines that this Disclosure Statement, the
Solicitation Procedures and the voting results are appropriate, the Bankruptcy Court can still
decline to confirm the Plan if it finds that any of the statutory requirements for Confirmation
have not been met, including the requirement that the terms of the Plan do not “unfairly
discriminate” and are “fair and equitable” to non-accepting Classes. If the Plan is not confirmed,
it is unclear what distributions, if any, holders of Allowed Claims and Allowed Interests will
receive with respect to their Allowed Claims and Allowed Interests. The Bankruptcy Court, as a
court of equity, may exercise substantial discretion.

The Debtors, subject to the terms and conditions of the Plan, reserve the right to modify
the terms and conditions of the Plan as necessary for Confirmation. Any such modifications may
result in a less favorable treatment of any Class than the treatment currently provided in the Plan.
Such a less favorable treatment may include a distribution of property to the Class affected by
the modification of a lesser value than currently provided in the Plan or no distribution of
property whatsoever under the Plan.

4. Nonconsensual Confirmation

In the event that any impaired class of claims or interests does not accept a chapter 11
plan, a bankruptcy court may nevertheless confirm a plan at the proponents’ request if at least
one impaired class has accepted the plan (with such acceptance being determined without
including the vote of any “insider” in such class), and, as to each impaired class that has not
accepted the plan, the Bankruptcy Court determines that the plan “does not discriminate
unfairly” and is “fair and equitable” with respect to the dissenting classes. The Debtors believe
that the Plan satisfies these requirements and the Debtors may request such nonconsensual
Confirmation in accordance with section 1129(b) of the Bankruptcy Code. Nevertheless, there
can be no assurance that the Bankruptcy Court will reach this conclusion. In addition, the pursuit
of nonconsensual Confirmation of the Plan may result in, among other things, increased
expenses and the expiration of any commitment to provide support for the Plan, financially or
otherwise.

5. Risk of Nonoccurrence of the Effective Date

Although the Debtors believe that the Effective Date may occur quickly after the
Confirmation Date, there can be no assurance as to such timing or as to whether such an
Effective Date will, in fact, occur.
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6. Contingencies May Affect Votes of Impaired Classes to Accept or Reject the Plan

The distributions available to holders of Allowed Claims under the Plan can be affected
by a variety of contingencies, including, without limitation, whether the Bankruptcy Court orders
certain Claims to be Allowed. The occurrence of any and all such contingencies, which may
affect distributions available to holders of Allowed Claims and Allowed Interests under the Plan,
will not affect the validity of the vote taken by the Impaired Classes to accept or reject the Plan
or require any sort of revote by the Impaired Classes.

7. Risk Affecting Potential Recoveries of holders of Claims in the Voting Classes

The Debtors cannot state with any degree of certainty what recovery will be available to
holders of Allowed Claims in the Voting Classes. In particular, the Debtors cannot know, at this
time, the number or size of Claims in the Voting Classes which will ultimately be Allowed or
how many assets will remain after paying all Allowed Claims which are senior to the Claims of
holders in the Voting Classes. The ultimate amount of Allowed Claims in the Voting Classes
could materially reduce the recovery available to holders of Allowed Claims in the Voting
Classes.

C. Disclosure Statement Disclaimer

1. The Financial Information Contained in this Disclosure Statement Has Not Been
Audited

In preparing this Disclosure Statement, the Debtors and their advisors relied on financial
data derived from their books and records that was available at the time of such preparation.
Although the Debtors have used their reasonable business judgment to ensure the accuracy of the
financial information, and any conclusions or estimates drawn from such financial information,
provided in this Disclosure Statement, and while the Debtors believe that such financial
information fairly reflects the financial condition of the Debtors, the Debtors are unable to
warrant that the financial information contained herein, or any such conclusions or estimates
drawn therefrom, is without inaccuracies.

2. Information Contained in this Disclosure Statement Is for Soliciting Votes

The information contained in this Disclosure Statement is for the purposes of soliciting
acceptances of the Plan and may not be relied upon for any other purpose.

3. This Disclosure Statement Was Not Reviewed or Approved by the United States
Securities and Exchange Commission

This Disclosure Statement was not filed with the United States Securities and Exchange
Commission under the Securities Act or applicable state securities laws. Neither the United
States Securities and Exchange Commission nor any state regulatory authority has passed upon
the accuracy or adequacy of this Disclosure Statement, or the exhibit or the statements contained
in this Disclosure Statement.
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4. This Disclosure Statement May Contain Forward Looking Statements

This Disclosure Statement may contain “forward looking statements” within the meaning
of the Private Securities Litigation Reform Act of 1995. Such statements consist of any
statement other than a recitation of historical fact and can be identified by the use of forward
looking terminology such as “may,” “will,” “might,” “expect,” “believe,” “anticipate,” “could,”
“would,” “estimate,” “continue,” “pursue,” or the negative thereof or comparable terminology.
All forward looking statements are necessarily speculative, and there are certain risks and
uncertainties that could cause actual events or results to differ materially from those referred to
in such forward looking statements. The information contained herein is an estimate only, based
upon information currently available to the Debtors.

99 ¢¢ 2 ¢¢ 99 ¢

2 ¢

5. No Legal or Tax Advice Is Provided to You by this Disclosure Statement

This Disclosure Statement is not legal advice to you. The contents of this Disclosure
Statement should not be construed as legal, business or tax advice. Each holder of a Claim or an
Interest should consult his or her own legal counsel, accountant or other applicable advisor with
regard to any legal, tax and other matters concerning his or her Claim or Interest. This
Disclosure Statement may not be relied upon for any purpose other than to determine how to
vote on the Plan, whether to opt-out or opt-in, as applicable, to the Consensual Third Party
Releases or object to Confirmation of the Plan.

6. No Admissions Made

The information and statements contained in this Disclosure Statement will neither
(a) constitute an admission of any fact or liability by any entity (including, without limitation, the
Debtors) nor (b) be deemed evidence of the tax or other legal effects of the Plan on the Debtors,
holders of Allowed Claims or Allowed Interests, or any other parties in interest.

7. Failure to Identify Litigation Claims or Projected Objections

No reliance should be placed on the fact that a particular litigation claim or projected
objection to a particular Claim or Interest is, or is not, identified in this Disclosure Statement.
The Debtors or the Plan Administrator, as applicable, may seek to investigate, File, and
prosecute Claims and Interests and may object to Claims or Interests after the Confirmation or
Effective Date of the Plan irrespective of whether this Disclosure Statement identifies such
Claims or Interests or objections to such Claims or Interests.

8. No Waiver of Right to Object to Claim or Interest

The vote by a holder of a Claim or Interest for or against the Plan does not constitute a
waiver or release of any claims, causes of action or rights of the Debtors (or any entity, as the
case may be) to object to that holder’s Claim or Interest, regardless of whether any claims or
causes of action of the Debtors or their respective Estates are specifically or generally identified
in this Disclosure Statement.
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9. Information Was Provided by the Debtors and Was Relied Upon by the Debtors’
Advisors

The Debtors’ advisors have relied upon information provided by the Debtors in
connection with the preparation of this Disclosure Statement. Although the Debtors’ advisors
have performed certain limited due diligence in connection with the preparation of this
Disclosure Statement, they have not independently verified the information contained herein.

10. Potential Exists for Inaccuracies, and the Debtors Have No Duty to Update

The statements contained in this Disclosure Statement are made by the Debtors as of the
date of this Disclosure Statement, unless otherwise specified in this Disclosure Statement, and
the delivery of this Disclosure Statement after the date of this Disclosure Statement does not
imply that there has not been a change in the information set forth in this Disclosure Statement
since that date. While the Debtors have used their reasonable business judgment to ensure the
accuracy of all of the information provided in this Disclosure Statement and in the Plan, the
Debtors nonetheless cannot, and do not, confirm the current accuracy of all statements appearing
in this Disclosure Statement. Further, although the Debtors may subsequently update the
information in this Disclosure Statement, the Debtors have no affirmative duty to do so unless
ordered to do so by the Bankruptcy Court.

11. No Representations Outside this Disclosure Statement Are Authorized

No representations concerning or relating to the Debtors, the Chapter 11 Cases or the
Plan are authorized by the Bankruptcy Court or the Bankruptcy Code, other than as set forth in
this Disclosure Statement. Any representations or inducements made to secure your acceptance
or rejection of the Plan that are other than as contained in, or included with, this Disclosure
Statement, should not be relied upon by you in arriving at your decision. You should promptly
report unauthorized representations or inducements to the counsel to the Debtors and the U.S.
Trustee.

D. Liquidation under Chapter 7

If no plan can be confirmed, the Chapter 11 Cases may be converted to cases under
chapter 7 of the Bankruptcy Code, pursuant to which a trustee would be elected or appointed to
liquidate the assets of the Debtors for distribution in accordance with the priorities established by
the Bankruptcy Code. As discussed above, conversion to chapter 7 would require the Debtors to
incur expenses related to the chapter 7 trustee and additional retained professionals, and such
expenses may decrease recoveries for holders of Allowed Claims in the Voting Classes. See,
e.g., 11 U.S.C. §§ 326(a), 503(b)(2). The conversion to chapter 7 would require entry of a new
bar date, which may increase the amount of Allowed Claims and thereby reduce Pro Rata
recoveries. See Fed. R. Bankr. P. 1019(2), 3002(c). The Debtors’ liquidation analysis is
attached hereto as Exhibit B.
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ARTICLE X.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of certain United States (“U.S.”) federal income tax
consequences of the Plan to the Debtors and certain holders of Allowed Claims. It does not
address the U.S. federal income tax consequences to holders of Claims or Interests not entitled to
vote on the Plan. This summary is based on the Internal Revenue Code of 1986, as amended (the
“Tax Code”), Treasury Regulations thereunder (“Treasury Regulations™), and administrative and
judicial interpretations, all as in effect on the date hereof (collectively, “Applicable U.S. Tax
Law”). Changes in the rules or new interpretations of the rules may have retroactive effect and
could significantly affect the U.S. federal income tax consequences described below. Due to the
lack of definitive judicial and administrative authority in a number of areas, substantial
uncertainty may exist with respect to some of the tax consequences described below. No opinion
of counsel has been obtained and the Debtors do not intend to seek a ruling from the Internal
Revenue Service (the “IRS”) as to any of the tax consequences of the Plan discussed below. The
discussion below is not binding upon the IRS or the courts. There can be no assurance that the
IRS will not challenge one or more of the U.S. federal income tax consequences of the Plan

described below.8

This summary does not address non-U.S., state, local or non-income tax consequences of
the Plan (including such consequences with respect to the Debtors). This summary does not
apply to holders of a Claim or Interest that are not United States persons, as such term is defined
in the Internal Revenue Code (“Non-U.S. Holders”), nor does it purport to address all aspects of
U.S. federal income taxation that may be relevant to a Holder in light of its individual
circumstances or to a Holder that may be subject to special tax rules (such as persons who are
related to the Debtors within the meaning of the Tax Code, persons liable for alternative
minimum tax, U.S. Holders whose functional currency is not the U.S. dollar, U.S. expatriates,
broker-dealers, banks, mutual funds, insurance companies, financial institutions, small business
investment companies, regulated investment companies, tax exempt organizations, controlled
foreign corporations, passive foreign investment companies, partnerships (or other entities
treated as partnerships or other pass-through entities), beneficial owners of partnerships (or other
entities treated as partnerships or other pass-through entities), subchapter S corporations, persons
who hold Claims or who will hold any consideration received pursuant to the Plan as part of a
straddle, hedge, conversion transaction, or other integrated investment, persons using a mark-to-
market method of accounting, and holders of Claims who are themselves in bankruptcy).
Furthermore, this summary assumes that a Holder of a Claim or Interest holds only Claims or
Interests in a single Class and holds a Claim or Interest only as a “capital asset” (within the
meaning of section 1221 of the Tax Code). This summary also assumes that Claims will be
treated in accordance with their form for U.S. federal income tax purposes. The U.S. federal
income tax consequences of the implementation of the Plan to the Debtors and holders of Claims
or Interests described below also may vary depending on the nature of any Restructuring
Transactions that the Debtors engaged in.

8 To the extent that any recovery is received by the Prepetition Secured Lenders on account of their Prepetition Secured

Obligations Deficiency Claims, such recovery will be treated as recovery on account of the underlying Prepetition Secured
Obligations for U.S. federal income tax purposes. .
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For purposes of this discussion, a “U.S. Holder” is a Holder of a Claim or Interest that is:
(1) an individual citizen or resident of the United States for U.S. federal income tax purposes; (2)
a corporation (or other entity treated as a corporation for U.S. federal income tax purposes)
created or organized under the laws of the United States, any state thereof or the District of
Columbia; (3) an estate the income of which is subject to U.S. federal income taxation regardless
of the source of such income; or (4) a trust (a) if a court within the United States is able to
exercise primary jurisdiction over the trust’s administration and one or more United States
persons (within the meaning of section 7701(a)(30) of the Tax Code) have authority to control all
substantial decisions of the trust or (b) that has a valid election in effect under applicable
Treasury Regulations to be treated as a United States person. For purposes of this discussion, a
“Non-U.S. Holder” is any Holder of a Claim that is neither a U.S. Holder nor a partnership (or
other entity treated as a partnership or other pass-through entity for U.S. federal income tax

purposes).

If a partnership (or other entity treated as a partnership or other pass-through entity for
U.S. federal income tax purposes) is a Holder of a Claim or Interest, the tax treatment of a
partner (or other beneficial owner) generally will depend upon the status of the partner (or other
beneficial owner) and the activities of the partner and the entity. Partners (or other beneficial
owners) of partnerships (or other entities treated as partnerships or other pass-through entities)
that are holders of Claims or Interests should consult their respective tax advisors regarding the
U.S. federal income tax consequences of the Plan.

ACCORDINGLY, THE FOLLOWING SUMMARY OF CERTAIN UNITED STATES
FEDERAL INCOME TAX CONSEQUENCES IS FOR INFORMATIONAL PURPOSES
ONLY AND IS NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING AND ADVICE
BASED UPON THE INDIVIDUAL CIRCUMSTANCES PERTAINING TO A HOLDER OF A
CLAIM. ALL HOLDERS OF ALLOWED CLAIMS ARE URGED TO CONSULT THEIR
OWN TAX ADVISORS FOR THE FEDERAL, STATE, LOCAL, AND OTHER TAX
CONSEQUENCES APPLICABLE UNDER THE PLAN.

A. Certain U.S. Federal Income Tax Consequences to the Debtors

1. Taxable Transaction

The Debtors generally anticipate that the disposition of their assets will be taxable from a
U.S. tax perspective. Whether such disposition will give rise to any tax liability will depend
upon, among other things, the proceeds received for such assets, any liabilities assumed in
connection with the disposition of such assets, the Debtors’ tax basis in their assets, and the
Debtors’ available tax attributes. The Debtors cannot currently estimate whether they will incur
any tax liability in connection with the disposition of their assets.

2. Survival of Tax Attributes

Because the Debtors expect to dispose of all of their assets in a taxable disposition and
dissolve, none of the Debtors’ existing tax attributes will survive, even if such attributes are not
eliminated as a result of the implementation of the Plan.
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B. Certain U.S. Federal Income Tax Consequences to holders of General Unsecured
Claims

Because holders of General Unsecured Claims are expected to receive nothing but Cash
in satisfaction of their Claims, such holders will be treated as receiving their distribution under
the Plan in taxable exchange under Section 1001 of the Tax Code. Accordingly, other than with
respect to any amounts received that are attributable to accrued but untaxed interest (or OID), a
U.S. Holder of such a claim would recognize gain or loss equal to the difference between (a) the
sum of the cash and the fair market value (or issue price, in the case of debt instruments) of the
consideration received and (b) such U.S. Holder’s adjusted basis in such Claim.

See discussion below regarding the extent to which any consideration should be treated
as attributable to accrued interest (or OID).

1. Disputed Ownership Fund Treatment

Certain proceeds from the disposition of the Debtors’ assets may be deposited into an
account pending the resolution of disputed claims. The Debtors intend that such assets will be
subject to disputed ownership fund treatment under Section 1.468B-9 of the Treasury
Regulations, that any appropriate elections with respect thereto shall be made, and that such
treatment will also be applied to the extent possible for state and local tax purposes. Under such
treatment, a separate federal income tax return shall be filed with the IRS for any such account.
Any taxes (including with respect to interest, if any, earned in the account) imposed on such
account shall be paid out of the assets of the respective account (and reductions shall be made to
amounts disbursed from the account to account for the need to pay such taxes). To the extent
property is not distributed to U.S. Holders of applicable Claims or Interests on the Effective Date
but, instead, is transferred to any such account, although not free from doubt, U.S. Holders
should not recognize any gain or loss on the date that the property is so transferred. Instead, gain
or loss should be recognized when and to the extent property is actually distributed to such U.S.
Holders.

To the extent that a U.S. Holder receives distributions with respect to a Claim or Interest
subsequent to the Effective Date, such U.S. Holder may recognize additional gain (if such U.S.
Holder is in a gain position), and a portion of such distribution may be treated as imputed interest
income. In addition, it is possible that the recognition of any loss realized by a U.S. Holder may
be deferred until all payments have been made out of any such account. U.S. Holders are urged
to consult their tax advisors regarding the possible application (and the ability to elect out) of the
“installment method” of reporting any gain that may be recognized by such U.S. Holders in
respect of their Claims or Interests due to the receipt of property in a taxable year subsequent to
the taxable year in which the Effective Date occurs. The discussion herein assumes that the
installment method does not apply.

2. Accrued Interest and OID

A portion of the consideration received by holders of Allowed Claims may be attributable
to accrued interest or OID on such Claims. Such amounts should be taxable to that U.S. Holder
as interest income if such accrued interest or OID has not been previously included in the
Holder’s gross income for U.S. federal income tax purposes. Conversely, U.S. Holders of Claims
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may be able to recognize a deductible loss to the extent any accrued interest or OID on the
Claims was previously included in the U.S. Holder’s gross income but was not paid in full by the
Debtors.

If the fair value of the consideration is not sufficient to fully satisfy all principal and
interest or OID on Allowed Claims, the extent to which such consideration will be attributable to
accrued interest or OID is unclear. Under the Plan, the aggregate consideration to be distributed
to holders of Allowed Claims in each Class will be allocated first to the principal amount of
Allowed Claims, with any excess allocated to unpaid interest or OID that accrued on such
Claims, if any. Certain legislative history indicates that an allocation of consideration as between
principal and interest provided in a chapter 11 plan is binding for U.S. federal income tax
purposes, while certain Treasury Regulations generally treat payments as allocated first to any
accrued but unpaid interest or OID and then as a payment of principal. The IRS could take the
position that the consideration received by the U.S. Holder should be allocated in some way
other than as provided in the Plan.

3. Market Discount

Under the “market discount” provisions of sections 1276 through 1278 of the Tax Code,
some or all of any gain realized by a U.S. Holder of a Claim who exchanges the Claim for an
amount may be treated as ordinary income (instead of capital gain), to the extent of the amount
of “market discount” on the debt instruments constituting the exchanged Claim. In general, a
debt instrument is considered to have been acquired with “market discount” if it is acquired other
than on original issue and if its U.S. Holder’s adjusted tax basis in the debt instrument is less
than (a) the sum of all remaining payments to be made on the debt instrument, excluding
“qualified stated interest” or (b) in the case of a debt instrument issued with OID, its adjusted
issue price, in each case, by at least a de minimis amount (equal to 0.25 percent of the sum of all
remaining payments to be made on the debt instrument, excluding qualified stated interest,
multiplied by the number of remaining whole years to maturity).

Any gain recognized by a U.S. Holder on the taxable disposition of Allowed Claims
(determined as described above) that were acquired with market discount should be treated as
ordinary income to the extent of the market discount that accrued thereon while the Allowed
Claims were considered to be held by the U.S. Holder (unless the U.S. Holder elected to include
market discount in income as it accrued).

4. Medicare Tax on Net Investment Income

Certain U.S. Holders that are individuals, estates, or trusts are required to pay an
additional 3.8% tax on, among other things, interest, dividends and gains from the sale or other
disposition of capital assets. U.S. Holders that are individuals, estates, or trusts should consult
their tax advisors regarding the effect, if any, of this tax provision on their ownership and
disposition of consideration received pursuant to the Plan.
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C. Certain U.S. Federal Income Tax Consequences of the Plan to Non-U.S. Holders of
General Unsecured Claims

The following discussion includes only certain U.S. federal income tax consequences of
the implementation of the Plan to Non-U.S. Holders. The discussion does not include any non-
U.S. tax considerations. The rules governing the U.S. federal income tax consequences to Non-
U.S. Holders are complex. Each Non-U.S. Holder should consult its own tax advisor regarding
the U.S. federal, state, and local and the foreign tax consequences of the Plan to such Non-U.S.
Holder and the ownership and disposition of non-Cash consideration.

Whether a Non-U.S. Holder realizes gain or loss on the exchange and the amount of such
gain or loss is determined in the same manner as set forth above in connection with U.S. Holders.

1. Gain Recognition

Any gain realized by a Non-U.S. Holder on the exchange of its Claim generally will not
be subject to U.S. federal income taxation unless (a) the Non-U.S. Holder is an individual who
was present in the United States for 183 days or more during the taxable year in which the
restructuring transactions occur and certain other conditions are met or (b) such gain is
effectively connected with the conduct by such Non-U.S. Holder of a trade or business in the
United States (and if an income tax treaty applies, such gain is attributable to a permanent
establishment maintained by such Non-U.S. Holder in the United States).

If the first exception applies, to the extent that any gain is taxable, the Non-U.S. Holder
generally will be subject to U.S. federal income tax at a rate of 30 percent (or at a reduced rate or
exemption from tax under an applicable income tax treaty) on the amount by which such Non-
U.S. Holder’s capital gains allocable to U.S. sources exceed capital losses allocable to U.S.
sources during the taxable year of the exchange. If the second exception applies, the Non-U.S.
Holder generally will be subject to U.S. federal income tax with respect to any gain realized on
the exchange if such gain is effectively connected with the Non-U.S. Holder’s conduct of a trade
or business in the United States in the same manner as a U.S. Holder. In order to claim an
exemption from withholding tax, such Non-U.S. Holder will be required to provide properly
executed original copies of IRS Form W-8ECI (or such successor form as the IRS designates).
In addition, if such a Non-U.S. Holder is a corporation, it may be subject to a branch profits tax
equal to 30 percent (or such lower rate provided by an applicable treaty) of its effectively
connected earnings and profits for the taxable year, subject to certain adjustments.

2. Interest Payments: Accrued but Untaxed Interest

Payments to a Non-U.S. Holder that are attributable to accrued but untaxed interest (or
OID) on their Allowed Claim generally will not be subject to U.S. federal income or withholding
tax, provided that the withholding agent has received or receives, prior to payment, appropriate
documentation (generally, IRS Form W-8BEN or W-8BEN-E) establishing that the Non-U.S.
Holder is not a U.S. person, unless:

1. the Non-U.S. Holder actually or constructively owns 10 percent or more of the total
combined voting power of the Debtors;
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2. the Non-U.S. Holder is a “controlled foreign corporation” that is a “related person”
with respect to the Debtors (each, within the meaning of the Tax Code);

3. the Non-U.S. Holder is a bank receiving interest described in section 881(c)(3)(A) of
the Tax Code; or

4. such interest (or OID) is effectively connected with the conduct by the Non-U.S.
Holder of a trade or business within the United States (in which case, provided the Non-
U.S. Holder provides a properly executed IRS Form W-8ECI (or successor form) to the
withholding agent, the Non-U.S. Holder (i) generally will not be subject to withholding
tax, but (ii) will be subject to U.S. federal income tax in the same manner as a U.S.
Holder (unless an applicable income tax treaty provides otherwise), and a Non-U.S.
Holder that is a corporation for U.S. federal income tax purposes may also be subject to a
branch profits tax with respect to such Non-U.S. Holder’s effectively connected earnings
and profits that are attributable to the accrued but untaxed interest (or OID) at a rate of
30 percent (or at a reduced rate or exemption from tax under an applicable income tax
treaty)).

A Non-U.S. Holder that does not qualify for exemption from withholding tax with
respect to interest that is not effectively connected income generally will be subject to
withholding of U.S. federal income tax at a 30 percent rate (or at a reduced rate or exemption
from tax under an applicable income tax treaty) on (a) interest on debt received under the Plan
and (b) payments that are attributable to accrued but untaxed interest (or OID) on such Non-U.S.
Holder’s Allowed Claim. For purposes of providing a properly executed IRS Form W-8BEN or
W-8BEN-E, special procedures are provided under applicable Treasury Regulations for
payments through qualified foreign intermediaries or certain financial institutions that hold
customers’ securities in the ordinary course of their trade or business.

D. Information Reporting and Backup Withholding

The Debtors will withhold all amounts required by law to be withheld from payments of
interest and dividends. The Debtors will also comply with all applicable reporting requirements
of the Tax Code. In general, information reporting requirements may apply to distributions or
payments made to a Holder of a Claim under the Plan, as well as future payments made with
respect to consideration received under the Plan. The Debtors do not expect distributions or
payments to holders of Claims under the Plan to be subject to material withholding under the Tax
Code.

Backup withholding is not an additional tax. Any amounts withheld under the backup
withholding rules may be credited against a holder’s U.S. federal income tax liability, and a
holder may obtain a refund of any excess amounts withheld under the backup withholding rules
by filing an appropriate claim for refund with the IRS (generally, a U.S. federal income tax
return).

In addition, from an information reporting perspective, the Treasury Regulations
generally require disclosure by a taxpayer on its U.S. federal income tax return of certain types
of transactions in which the taxpayer participated, including, among other types of transactions,
certain transactions that result in the taxpayer’s claiming a loss in excess of specified thresholds.
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Holders are urged to consult their tax advisors regarding these regulations and whether the
transactions contemplated by the Plan would be subject to these regulations and require
disclosure on the holders’ tax returns.

E. FATCA

Under legislation commonly referred to as the Foreign Account Tax Compliance Act
(“FATCA”), foreign financial institutions and certain other foreign entities must report certain
information with respect to their U.S. account Hholders and investors or be subject to
withholding at a rate of 30 percent on the receipt of “withholdable payments.” For this purpose,
“withholdable payments” are generally U.S. source payments of fixed or determinable, annual or
periodical income (including dividends, if any, on equity received pursuant to the Plan). FATCA
withholding will apply even if the applicable payment would not otherwise be subject to U.S.
federal nonresident withholding tax. Additionally, although FATCA withholding may also apply
to gross proceeds of a disposition of stock, recently proposed regulations suspend withholding on
such gross proceeds payments indefinitely.

Each non-U.S. Holder should consult its own tax advisor regarding the possible impact of
these rules on such non-U.S. Holder.

THE UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE
PLAN ARE COMPLEX. THE FOREGOING SUMMARY DOES NOT DISCUSS ALL
ASPECTS OF UNITED STATES FEDERAL INCOME TAXATION THAT MAY BE
RELEVANT TO A PARTICULAR HOLDER OF A CLAIM IN LIGHT OF SUCH
HOLDER’S CIRCUMSTANCES AND INCOME TAX SITUATION. ALL HOLDERS
OF CLAIMS AGAINST THE DEBTORS SHOULD CONSULT WITH THEIR TAX
ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES TO THEM OF THE
TRANSACTION CONTEMPLATED BY THE RESTRUCTURING, INCLUDING THE
APPLICABILITY AND EFFECT OF ANY STATE, LOCAL, OR NON-U.S. TAX LAWS,
AND OF ANY CHANGE IN APPLICABLE TAX LAWS.

[Remainder of Page Intentionally Left Blank]
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ARTICLE XI.

RECOMMENDATION OF THE DEBTORS

The Debtors believe that the Plan is in the best interests of all holders of Claims against
and Interests in the Debtors, and urge all holders of Claims against and Interests in the Debtors
entitled to vote to accept the Plan and to evidence such acceptance by returning their Ballots so
they will be received by the Notice, Claims, and Balloting Agent by the Voting Deadline.

Dated: August 25, 2020 HRI Holding Corp. and its Debtor affiliates

By: /sl Matthew R. Manning
Name: Matthew R. Manning
Title:  Chief Restructuring Officer
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EXHIBIT A

Joint Chapter 11 Plan of HRI Holding Corp. and Its Debtor Affiliates
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EXHIBIT B

Liquidation Analysis
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HRI - lllustrative Liquidation Analysis

(S in 000s) Chapter 11 Plan Chapter 7 Liquidation
Est. Asset / Est. Recovery Est. Recovery (%) Est. Asset / Est. Recovery Est. Recovery (%)
Claim Low High Low High Claim Low High Low High Notes
Assets
Cash and Cash Equivalents S 968 S 9680 S 9,688 100% 100% S 9688 $ 9550 $ 9,550 99% 99%
Adequate Assurance Utility Account 262 262 262 100% 100% 262 197 262 75% 100%
Estimated Excluded and Remnant Liquor License Proceeds 850 600 850 71% 100% 850 - - 0% 0%
Total Assets $ 10,800 $ 10,542 $ 10,800 98% 100% $ 10,800 $ 9,747 $ 9,812 90% 91%
Less: Administrative Fees
Chapter 7 Professional Fees S - S - S - S 1,560 S 1,560 S 1,380
Chapter 7 Commissions - - - 294 292 294
Chapter 11 Professional Fees 2,255 2,255 2,255 1,925 1,925 1,780
Winddown Costs 400 400 400 475 475 475
Estimated US Trustee Fees 225 225 225 225 225 225
Remaining Admin Expenses 2,979 2,979 1,654 2,901 2,901 1,576
Total Administrative Fees $ 580 $ 580 S 4,534 $ 738 $ 7379 $ 5,730
Net Proceeds Available after Administrative Expenses $ 4941 S 4683 S 6,266 $ 3420 $ 2,368 S 4,082
Less: Estimated Creditor Recoveries (1)
Class 1 - Secured Tax Claims S 47 S 47 S 47 100% 100% $ 47 S - S - 0% 0%
Class 2 - Other Secured Claims - - - 100% 100% - - - 0% 0%
Class 3 - Other Priority Claims 4 4 4 100% 100% 4 - - 0% 0%
Class 4 - Prepetition Secured Obligations Claims 47,366 30,273 31,856 64% 67% 47,366 29,211 30,925 62% 65%
Less: Closing Payments (26,843) (26,843) - (26,843) (26,843) (2)
Class 5 - General Unsecured Claims 34,600 1,202 1,202 3% 3% 34,600 - - 0% 0% (3)
Class 6 - Prepetition Secured Obligations Deficiency Claims ~ Unknown  Unknown  Unknown Unknown - - (4)
Estimated Total $ 82017 $ 4683 $ 6,266 $ 82017 $ 2,368 $ 4,082

(1) In a Chapter 7 liquidation scenario, the Global Settlement would be void resulting in the re-attachment of the Prepetition Secured Lenders’ liens on the Retained Sale Proceeds, the Excluded
Liquor Licenses and the Identified Liquor Licenses. In such a scenario, the Debtors would be left with minimal, if any, unencumbered cash or cash equivalents.

(2) The Debtors previously disbursed $26,843,000 to the Prepetition Secured Lenders on account of their secured claims as authorized by the DIP Order and the Sale Order.

(3) With respect to Class 5 — General Unsecured Claims, the estimated claim and recovery amounts are based off the total amount of claims asserted prior to any claims reconciliation process.
Additionally, in the Chapter 11 scenario, the projected recovery does not include any proceeds for recoveries on account of Identified Liquor License Proceeds or Class B Interests.

(4) As explained in the Disclosure Statement, the projected claim and recovery amounts for the Class 6 — Prepetition Secured Obligations Deficiency Claims presently are unknown.



