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INTRODUCTION

Pursuant to section 1125 of title 11 of the United States Code (the “Bankruptcy
Code”), Crescent Resources, LLC (“Crescent Resources”), Crescent Holdings, LLC (“Crescent
Holdings”), and their affiliated debtors and debtors in possession (collectively, “Crescent”, or the
“Debtors™),* in jointly-administered cases under chapter 11 of the Bankruptcy Code (the
“Chapter 11 Cases”), submit this disclosure statement (the “Disclosure Statement”) and plan of
reorganization (the “Plan”), attached hereto as Exhibit A to all holders of Claims against and
Equity Interests in the Debtors, dated March 31, 2010. Unless otherwise defined herein,
capitalized terms used herein will have the meanings ascribed to such terms in the Plan.
Please note that to the extent any inconsistencies exist between the Disclosure Statement
and the Plan, the Plan governs.

The purpose of this Disclosure Statement is to provide holders of Claims and
Equity Interests with adequate information about (1) the Debtors’ history and businesses, (2) the
Chapter 11 Cases, (3) the Plan, (4) the rights of holders of Claims and Equity Interests under the
Plan, and (5) other information necessary to enable holders of Claims and Equity Interests to
make an informed judgment as to whether to vote to accept or reject the Plan.

The Debtors have developed the Plan in order to provide distributions to their
creditors based on the available reorganization value of the Debtors and the various Creditors’
relative priority of treatment under the Bankruptcy Code and applicable non-bankruptcy law.
Under the Plan, the Debtors will achieve a significant reduction in their consolidated
indebtedness by exchanging their prepetition secured debt with the lenders thereof for a second
lien credit facility and substantially all of the equity interests in the reorganized Debtors, and
entering into a new first lien credit facility on the Effective Date. Unsecured creditors not entitled
to priority will receive recovery from proceeds of litigation to be pursued by a Litigation Trust.

Pursuant to the Plan, (i) holders of DIP Claims, Professional Compensation and
Reimbursement Claims, Administrative Expense Claims, and Priority Tax Claims will be paid in
full in cash on the Effective Date (as defined below); (ii) holders of Other Secured Claims will
receive cash, their collateral, the proceeds of the disposition of their collateral, or will have their
debt reinstated in full satisfaction of their Claims; (iii) Asset-Level Debt Secured Claims® will
for the most part receive their collateral or have their debt reinstated in full satisfaction of their
Claims; (iv) holders of Allowed Prepetition Lender Claims will receive on account of such
Claims such holders’ Pro Rata distribution of (a) 100% of the Tranche B Notes, (b) 100% of the
Tranche C Notes, (c) 100% of the Reorganized Equity Interests, subject to dilution by the

! Crescent Resources, Crescent Holdings, and all Debtor subsidiaries and non-debtor subsidiaries are defined herein
as the “Crescent Enterprise”.

2 “Asset-Level Debt Secured Claims” means the 223 Developers Secured Claims, The Reserve Other Notes Secured
Claims, The Reserve Note 1 Secured Claims, the Roberts Road Secured Claims, the Grand Woods Secured Claims,
the North Bank Developers Secured Claims, the North River Secured Claims, the Portland Group Secured Claims,
and the Rim Secured Claims.
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Management Incentive Plan, and (d) 100% of the Class B Litigation Trust Interests; and
(v) holders of Other General Unsecured Claims will receive on account of such Claims such
holders’ Pro Rata distribution of 100% of the Class A Litigation Trust Interests.

The Debtors recommend that all holders of Claims and Equity Interests vote to
accept the Plan, because the Plan seeks to preserve the value of the Debtors for their Creditors,
while recognizing the priority and validity of the liens of the Prepetition Lenders on substantially
all the Debtors’ assets and the absence of any meaningful value for other creditors absent the
formation of the Litigation Trust under the Plan. The Debtors make no recommendation with
respect to any particular election option that holders of Claims voting to accept the Plan may be
entitled to make under the Plan.

Please note that not all holders of Claims or Equity Interests are entitled to
vote. If you are entitled to vote, a ballot will be enclosed with this Disclosure Statement. For
more information as to which holders of Claims and Equity Interests may vote, please refer
to Section 1V.B, “Classification and Treatment of Claims.” For voting procedures and
important deadlines, please refer to Section IX, “VOTING PROCEDURES AND
REQUIREMENTS.”

On March 25, 2010, the United States Bankruptcy Court for the Western District
of Texas, Austin Division (the “Bankruptcy Court”) approved this Disclosure Statement as
providing adequate information to allow a holder of a Claim or an Equity Interest to make an
informed judgment as to whether to accept or reject the Plan. Please note that the Bankruptcy
Court’s approval of this Disclosure Statement does not constitute a determination by the
Bankruptcy Court of the fairness or merits of the Plan, the validity or the priority of any
lien, or the accuracy or truth of the statements, information, and data contained in this
Disclosure Statement.

On May 20, 2010 and May 21, 2010, the Bankruptcy Court will hold a hearing to
consider whether to approve and confirm the plan (the “Confirmation Hearing”). The
Confirmation Hearing may be adjourned from time to time without notice. For more information
on the confirmation process, please refer to Section X, “CONFIRMATION OF THE PLAN.”

For your reference, the following documents are attached to the Disclosure
Statement:

Q) The Plan attached hereto as (Exhibit A);

(i) Order of the Bankruptcy Court, dated March 25, 2010 (the “Disclosure
Statement Order”), approving, among other things, this Disclosure
Statement and establishing certain procedures with respect to the
solicitation and tabulation of votes to accept or reject the Plan (attached
without exhibits as Exhibit B);

(iii)  Chart delineating which Debtor entities are associated with each of the
Debtors’ projects, attached hereto as (Exhibit C);

(iv)  Schedule of Pending Litigation attached hereto as (Exhibit D);
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(v) Schedule of Claims related to Pending Litigation to which the Debtors
reserve their right to object, attached hereto as (Exhibit E);

(vi)  The Debtors’ 2008 and 2009 unaudited financial statements and the
Projected Consolidated Financial Statements (the “Projected Financial
Statements”) for the five years ending December 31, 2014, attached hereto
as (Exhibit F); and

(vii)  The Debtors’ Liquidation Analysis attached hereto as (Exhibit G).

This Disclosure Statement does not replace a careful and detailed review and
analysis of the Plan by each holder of a Claim or Equity Interest. Please use this Disclosure
Statement to aid and supplement that review. The description of the Plan contained herein
is only a summary and is qualified in its entirety by reference to the full text of the Plan; if
any inconsistencies exist between the Plan and this Disclosure Statement, the Plan governs.
The Debtors urge holders of Claims and Equity Interests to review the Plan and any
related attachments in order to obtain a full understanding of the Plan.

IRS Circular 230 Notice: To ensure compliance with IRS Circular 230,
holders of Claims and Equity Interests are hereby notified that: (A) any discussion of U.S.
federal tax issues contained or referred to in this Disclosure Statement is not intended or
written to be used, and cannot be used, by holders of Claims or Equity Interests for the
purpose of avoiding penalties that may be imposed on them under the Internal Revenue
Code; (B) such discussion is written in connection with the promotion or marketing by the
Debtors of the transactions or matters addressed herein; and (C) holders of Claims and
Equity Interests should seek advice based on their particular circumstances from an
independent tax advisor.

The offer of Reorganized Equity Interests in exchange for certain existing
Claims has not been registered under the Securities Act of 1933, as amended (the
“Securities Act™), or similar state securities or “blue sky” laws. The issuance of the
Reorganized Equity Interests pursuant to the Plan is being made pursuant to the
exemption available under section 1145 of the Bankruptcy Code. The issuance of the
Reorganized Equity Interests has not been approved or disapproved by the Securities and
Exchange Commission (the “SEC”) or by any state securities commission or similar public,
governmental, or regulatory authority, and neither the SEC nor any such authority has
passed upon the accuracy or adequacy of the information contained in this Disclosure
Statement or upon the merits of the Plan.

Certain statements contained in this Disclosure Statement, including the
Projected Financial Statements, are forward-looking statements. Forward-looking
statements usually can be identified by the use of words like “believes,” “expects,” “may,”
“will,” “should,” “anticipates,” “estimates,” “projects,” or the negative thereof. They may
be used in discussions of strategy, which typically involves risk and uncertainty, and they
generally are based upon projections and estimates rather than historical facts and events.
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Forward-looking statements are subject to a number of risks and uncertainties that could
cause the Debtors’ actual results or performance to be materially different from the future
results or performance expressed in or implied by those statements. Some of those risks

and uncertainties include:

" Timing of the recovery of the United States’ real estate market;

. Changes in general economic conditions;

" Availability of and access to capital;

. Recovery tied to strength or weakness of the economy of the southeast

United States;

. Changes in the competitive environment;

" Unanticipated operating results;

. High carry costs for certain assets; and

" Changes in mortgage-lending standards and interest rates.

The use of forward-looking statements should not be regarded as a representation that any
of the projections or estimates expressed in or implied by those forward-looking statements
will be realized, and actual results may vary materially. There can be no assurance that
any of the forward-looking statements contained herein will prove to be accurate. All
forward-looking statements are expressly qualified by the discussion above.

EXECUTIVE SUMMARY

A. Summary of Classification and Treatment of Claims and Equity Interests Under the

Plan

The following summarizes the classification of Claims and Equity Interests under
the Plan and the respective distributions and recoveries to each such Class. The following
summary is qualified in its entirety by reference to the full text of the Plan. For a more detailed
description of the terms of the Plan, please refer to Section 1V, “THE PLAN.”

CLASS DESIGNATION

TREATMENT

ENTITLED
TO VOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS®

ESTIMATED
RECOVERY

® The amounts set forth herein are the Debtors’ estimates based on the Debtors’ books and records and preliminary
review of proofs of claim filed to date. Actual amounts will depend upon the final reconciliation and allowance of
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ESTIMATED
AMOUNT OF
ENTITLED CLAIMS OR ESTIMATED
CLASS DESIGNATION TREATMENT TO VOTE EQUITY RECOVERY
INTERESTS IN
CLASS®
Unclassified | Administrative Paid in full in Cash No $4,000,000* 100%
Expense Claims
Professional
Unclassified Co_m pensation and Paid in full in Cash No $10,000,000 100%
Reimbursement
Claims
Unclassified | DIP Claims Paid in full in Cash No $30,000,000 100%
Unclassified | Priority Tax Claims Paid in full in Cash No $2,032,484° 100%
Classes 1-120 | Other Priority Claims | Claims in these Classes No $4,315,150° 100%
are unimpaired.
(Deemed to
Each holder of an accept the
Allowed Other Priority Plan)
Claim will receive, on
account of their Claims
against the Debtors and
their estates, Cash in an
amount equal to such
Allowed Other Priority
Claim on the later of the
Effective Date and the
date such Allowed Other
Priority Claim becomes
an Allowed Other Priority
Claim, or as soon
thereafter as is
practicable.
Classes 121- Secured Tax Claims Claims in these Classes No $8,683,389' 100%
240 are unimpaired.
(Deemed to
Except to the extent thata | accept the
holder of an Allowed

Claims including Administrative Expense Claims. Accordingly, the actual amounts may vary from the amounts set
forth herein. The Debtors reserve the right to contest any Claim.

* Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is
approximately $1,210,394, prior to reduction.

® Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is
approximately $11,199,131, prior to reduction.

® Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is
approximately $11,860,504, prior to reduction.

" Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is
approximately $28,831,941, prior to reduction.
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ESTIMATED

AMOUNT OF
ENTITLED CLAIMS OR ESTIMATED
CLASS DESIGNATION TREATMENT TO VOTE EQUITY RECOVERY
INTERESTS IN
CLASS®
Secured Tax Claim has Plan)

been paid by the Debtors
prior to the Effective Date
or agrees to a different
treatment, each holder of
an Allowed Secured Tax
Claim shall receive, on
account of their Claims
against the Debtors and
their estates, at the sole
option of the Reorganized
Debtors:

(i) Cash in an amount
equal to such Allowed
Secured Tax Claim on the
Effective Date, including
any interest on such
Allowed Secured Tax
Claim required to be paid
pursuant to section 506(b)
of the Bankruptcy Code;

(ii) equal semi-annual
Cash payments in an
aggregate amount equal to
such Allowed Secured
Tax Claim, together with
interest at a rate
determined under
applicable non-
bankruptcy law in
accordance with section
511 of the Bankruptcy
Code, over a period
ending not later than five
(5) years after the Petition
Date;

(iii) upon such other
terms determined by the
Bankruptcy Court to
provide the holder of such
Allowed Secured Tax
Claim deferred Cash
payments having a value,
as of the Effective Date,
equal to such Allowed
Secured Tax Claim; or
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ESTIMATED

AMOUNT OF
ENTITLED CLAIMS OR ESTIMATED
CLASS DESIGNATION TREATMENT TO VOTE EQUITY RECOVERY
INTERESTS IN
CLASS®
(iv) to the extent that the
Collateral securing such
Allowed Secured Tax
Claim is transferred
pursuant to sections 4.5
through 4.13 of the Plan,
retention of the Allowed
Secured Tax Claim
holder’s Lien in the
Collateral.
Classes 241- Prepetition Lender Claims in these Classes Yes $1,551,063,591.57 38%
352 Claims are impaired.

The Prepetition Lender
Secured Claims shall be
Allowed Claims in the
amount of the
Reorganized Equity
Interests Value of the
Reorganized Debtors plus
the face amount of the
Second Lien Facility, and
are not subject to offset,
defense, counterclaim,
reduction, or credit of any
kind whatsoever.

The Prepetition Lender
Deficiency Claims shall
be Allowed Claims in the
aggregate amount of
$1,551,063,591.57 less
the amount of the
Allowed Prepetition
Lender Secured Claims
and less all payments
made subsequent to the
Commencement Date in
respect of the Prepetition
Lender Claims, not
subject to offset, defense,
counterclaim, reduction,
subordination,
disallowance or credit of
any kind whatsoever.

On the Effective Date,
each holder of an
Allowed Prepetition
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Lender Secured Claim as
of the Distribution Record
Date (subject, in the case
of a holder that acquired
such Allowed Prepetition
Lender Secured Claim
after the Record Date, to
the Allocation Election
and other ballot elections
made by (or deemed to
have been made by) the
former holder of such
Allowed Prepetition
Lender Claim on the
Record Date) will receive
on account of such
holder’s Claim such
holder’s Pro Rata
distribution of:

(i) 100% of the Tranche B
Notes,

(ii) 100% of the Tranche
C Notes, and

(iii) 100% of the
Reorganized Equity
Interests, in accordance
with Section 7.6(c) of the
Plan, subject to dilution
by the Management
Incentive Plan; provided,
that any Prepetition
Lender that is to receive
Crescent Investment
Units in accordance with
the Plan shall only receive
such units upon Crescent
Investment’s receipt of
such Prepetition Lender’s
written declaration of its
adjusted basis, within the
meaning of section 1011
of the Tax Code, in its
Allowed Prepetition
Lender Claim.

The terms and rights of
the Tranche B Notes, the
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Tranche C Notes and the
Reorganized Equity
Interests will be more
fully described in the Plan
Supplement. Each holder
of an Allowed Prepetition
Lender Claim receiving
Reorganized Equity
Interests distributed
hereunder will receive
them in the form of
Crescent Investment
Units unless such holder
elects, on its properly
completed ballot, to
instead receive its
distribution in the form of
Reorganized Holdings
Units or the Prepetition
Agent, at any time prior
to May 10, 2010, delivers
written notice (based
upon the direction of the
Requisite Prepetition
Lenders as of the date of
such written notice) to the
Debtors that Crescent
Investment will not be
formed, and in either such
case such holder shall
receive its distribution of
Reorganized Equity
Interests in the form of
Reorganized Holdings
Units..

On the Effective Date,
each holder of an
Allowed Prepetition
Lender Deficiency Claim
shall receive on account
of such holder’s Claim
such holder’s Pro Rata
distribution of 100% of
the Class B Litigation
Trust Interests.
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ESTIMATED

AMOUNT OF
ENTITLED CLAIMS OR ESTIMATED
CLASS DESIGNATION TREATMENT TO VOTE EQUITY RECOVERY
INTERESTS IN
CLASS®
Classes 353- Other Secured Claims | Claims in these Classes No $1,805,198° 100%
472 are unimpaired.
(Deemed to
Except to the extent thata | accept the
holder of an Allowed Plan)

Other Secured Claim
against the Debtors agrees
to a less favorable
treatment, at the sole
option of the Debtors or
Reorganized Debtors:

(i) each Allowed Other
Secured Claim shall be
reinstated and rendered
unimpaired in accordance
with section 1124(2) of
the Bankruptcy Code,
notwithstanding any
contractual provision or
applicable non-
bankruptcy law that
entitles the holder of an
Allowed Other Secured
Claim to demand or
receive payment of such
Allowed Other Secured
Claim prior to the stated
maturity of such Allowed
Other Secured Claim
from and after the
occurrence of a default, or

(ii) each holder of an
Allowed Other Secured
Claim shall receive, in
full satisfaction of such
Allowed Other Secured
Claim, either (v) Cash in
an amount equal to such
Allowed Other Secured
Claim, including any
interest on such Allowed
Other Secured Claim
required to be paid

8 Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is

approximately $160,878,804, prior to reduction.
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

pursuant to section 506(b)
of the Bankruptcy Code;
(w) Cash in an amount
and on such other terms
and conditions as agreed
to between the holder of
such Allowed Other
Secured Claim, on the one
hand, and the Debtors or
the Reorganized Debtors,
on the other hand; (x) the
proceeds of the sale or
disposition of the
Collateral securing such
Allowed Other Secured
Claim, including any
interest on such Allowed
Other Secured Claim
required to be paid
pursuant to section 506(b)
of the Bankruptcy Code,
to the extent of the value
of the holder’s security
interest in such Collateral;
(y) the Collateral securing
such Allowed Other
Secured Claim; or (2)
such other distribution as
necessary to satisfy the
requirements of chapter
11 of the Bankruptcy
Code. In the event the
Debtors or Reorganized
Debtors elect to treat a
Claim under clause (v),
(w) or (x) of this Section,
the Liens securing such
Secured Claim shall be
deemed released upon
satisfaction of the
requirements set forth in
(v), (w) or (x) above.

Class 473

223 Developers

Claims in this Class are

Yes

$2,400,000°

100%

° The gross amount of Claims filed and scheduled in this Class is approximately $18,603,525. The estimated 223
Developers Secured Claim amount is calculated based on the estimated liquidation value of the property securing
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Secured Claims

impaired.

Each holder of an
Allowed 223 Developers
Secured Claim will
receive, in full
satisfaction of such
Claim:

(i) to the extent that the
Debtors have legal title in
the Collateral securing
such Allowed 223
Developers Secured
Claim, the Collateral
securing such Allowed
223 Developers Secured
Claim; or

(ii) any treatment agreed
to by the holder of such
Allowed 223 Developers
Secured Claim, on the one
hand, and the Debtors on
the other hand; provided
that such treatment will
not provide a return to the
holder of such Allowed
223 Developers Secured
Claim having a present
value in excess of the
amount of such Allowed
223 Developers Secured
Claim.

Class 474

Grand Woods Secured
Claims

Claims in this Class are
impaired.

Each holder of an
Allowed Grand Woods
Secured Claim will
receive, in full
satisfaction of such
Allowed Grand Woods

Yes

$3,779,846

100%

such Claim, and the deficiency claim will be treated as an Other General Unsecured Claim in the estimated amount
of $16,603,525.
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Secured Claim:

(i) the Collateral securing
such Allowed Grand
Woods Secured Claim,
and $200,000 earnest
money deposit plus
interest earned provided
by Florida Landmark
Communities, Inc. in
connection with that
certain Grand Woods
Agreement for Purchase
and Sale dated December
1, 2005, as amended, or

(ii) any treatment agreed
to by the holder of such
Allowed Grand Woods
Secured Claim, on the one
hand, and the Debtors on
the other hand; provided
that such treatment will
not provide a return to the
holder of such Allowed
Grand Woods Secured
Claim having a present
value in excess of the
amount of such Allowed
Grand Woods Secured
Claim.

Class 475

Portland Group
Secured Claims

Claims in this Class are
unimpaired.

Except to the extent that a
holder of an Allowed
Portland Group Secured
Claim against the Debtors
agrees to a less favorable
treatment, each Allowed
Portland Group Secured
Claim will be reinstated
and rendered unimpaired
in accordance with
section 1124(2) of the
Bankruptcy Code.

No

(Deemed to
accept the
Plan)

$425,926

100%
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Class 476

Roberts Road Secured
Claims

Claims in this Class are
impaired.

Each holder of an
Allowed Roberts Road
Secured Claim will
receive, in full
satisfaction of such
Claim;

(i) the Collateral securing
such Allowed Roberts
Road Secured Claim, and
the $80,000 earnest
money deposit plus
interest earned provided
by Florida Landmark
Communities, Inc. in
connection with that
certain Roberts Road
Agreement for Purchase
and Sale dated June 13,
2004, as amended, or

(ii) any treatment agreed
to by the holder of such
Allowed Roberts Road
Secured Claim, on the one
hand, and the Debtors on
the other hand; provided
that such treatment will
not provide a return to the
holder of such Allowed
Roberts Road Secured
Claim having a present
value in excess of the
amount of such Allowed
Roberts Road Secured
Claim.

Yes

$2,030,511

100%

Class 477

The Reserve Note 1
Secured Claims

Each holder of an
Allowed The Reserve
Note 1 Secured Claim
will receive, in full
satisfaction of such
Claim:

(i) Cash in an amount
equal to such Allowed

No

$545,049

100%
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

The Reserve Note 1
Secured Claim, including
any interest on such
Allowed Other Secured
Claim required to be paid
pursuant to section 506(b)
of the Bankruptcy Code,
or

(ii) any treatment agreed
to by the holder of such
Allowed The Reserve
Note 1 Secured Claim, on
the one hand, and the
Debtors on the other
hand; provided that such
treatment will not provide
a return to the holder of
such Allowed The
Reserve Note 1 Secured
Claim having a present
value in excess of the
amount of such Allowed
The Reserve Note 1
Secured Claim.

Class 478

The Reserve Other
Notes Secured Claims

Claims in this Class are
impaired.

Each holder of an
Allowed The Reserve
Other Notes Secured
Claim shall receive, in
full satisfaction of such
Claim:

(i) the Collateral securing
such Allowed The
Reserve Other Notes
Secured Claim, or

(ii) any treatment agreed
to by the holder of such
Allowed The Reserve
Other Notes Secured
Claim, on the one hand,
and the Debtors on the
other hand; provided that
such treatment shall not

Yes

$1,530,515

100%
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

provide a return to the
holder of such Allowed
The Reserve Other Notes
Secured Claim having a
present value in excess of
the amount of such
Allowed The Reserve
Other Notes Secured
Claim.

Class 479

North River Secured
Claims

Claims in this Class are
impaired.

Each holder of an
Allowed North River
Secured Claim will
receive, in full
satisfaction of such
Claim:

(i) the Collateral securing
such Allowed North River
Secured Claim, or

(i) any treatment agreed
to by the holder of such
Allowed North River
Secured Claim, on the one
hand, and the Debtors on
the other hand; provided
that such treatment will
not provide a return to the
holder of such Allowed
North River Secured
Claim having a present
value in excess of the
amount of such Allowed
North River Secured
Claim.

Yes

$34,742,517

100%

Class 480

North Bank
Developers Secured
Claims

Claims in this Class are
impaired.

Each holder of an
Allowed North Bank
Developers Secured
Claim will receive, in full
satisfaction of such

Yes

$20,000,000

100%
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Claim:

(i) the Collateral securing
such Allowed North Bank
Developers Secured
Claim, or

(i) any treatment agreed
to by the holder of such
Allowed North Bank
Developers Secured
Claim, on the one hand,
and the Debtors on the
other hand; provided that
such treatment will not
provide a return to the
holder of such Allowed
North Bank Developers
Secured Claim having a
present value in excess of
the amount of such
Allowed North Bank
Developers Secured
Claim.

Classes 481-

487

Palmetto Bluff
Secured Claims

Claims in these Classes
are unimpaired.

The Allowed Palmetto
Bluff Secured Claims
shall be reinstated and
rendered unimpaired in
accordance with section
1124(2) of the
Bankruptcy Code
notwithstanding any
contractual provision or
applicable non-
bankruptcy law that
entitles the holder of an
Allowed Palmetto Bluff
Secured Claim to demand
or receive payment of
such Allowed Palmetto
Bluff Secured Claim prior
to the stated maturity of
such Allowed Palmetto
Bluff Secured Claim from
and after the occurrence

No

Unliquidated

100%
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ESTIMATED

AMOUNT OF
ENTITLED CLAIMS OR ESTIMATED
CLASS DESIGNATION TREATMENT TO VOTE EQUITY RECOVERY
INTERESTS IN
CLASS?
of a default.
Claims arising from the
Palmetto Bluff
Agreement that are not
Allowed Palmetto Bluff
Secured Claims shall be
considered Other General
Unsecured Claims in
Classes 498 through 615,
as applicable.
Classes 488- CDD Claims Claims in these Classes No $69,193,287% 100%
495 are unimpaired.

Any and all liens for
assessments levied and/or
imposed at any time by a
community development
district (“CDD")
established under
applicable Florida law
(“Florida CDD Law™)
shall constitute, and will
at all relevant times in the
future constitute, legal,
valid, and binding first
liens on the land against
which levied and/or
imposed until paid; shall
continue to represent first
priority governmental
liens pari passu with ad
valorem taxes and
superior to any other lien;
and shall run with the
land, in each case to the
extent provided by
Florida CDD Law. Such
liens and assessments
shall not otherwise be
disturbed or affected by
this Disclosure Statement,
the Plan, any order
confirming the Plan, or

19" Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is

approximately $79,748,295, prior to reduction.

US_ACTIVE:\43344672\01139639.0003

DS-18




CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

any other order entered in
this case or affiliated
cases. Any and all
assessments levied and/or
imposed by a CDD at any
time shall be paid when
due under the terms of the
CDD’s resolutions or
other directives, and
applicable non-
bankruptcy law, and, if
delinquent prior to or at
the Effective Date, shall
be brought current
immediately. To the
extent the Debtors seek to
sell or dispose of any real
property prior to the
Effective Date, such sale
or disposition shall be
governed by the terms of
this paragraph, with any
and all delinquent
assessments being
brought current
immediately, and no later
than, the time of closing.
In the event any language
in this paragraph is
inconsistent with any
language in any other
provision of this
Disclosure Statement, the
Plan, any order
confirming the Plan, or
any other entered in this
case or affiliated cases,
the language as stated
herein shall control.

Class 496

Chaparral Pines
Investors General
Unsecured Claims

Claims in this Class are
impaired.

On the Effective Date, or
as soon thereafter as is

Yes

$173,6471

100%

1 Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is

approximately $1,181,180, prior to reduction.
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

practicable, except to the
extent that a holder of an
Allowed Chaparral Pines
Investors General
Unsecured Claim has
been paid Chaparral Pines
Investors prior to the
Effective Date or such
holder agrees to a less
favorable treatment, each
holder of an Allowed
Chaparral Pines Investors
General Unsecured Claim
shall be entitled to
receive, on account of its
Claims against Chaparral
Pines Investors and its
estate, its Pro Rata share
of $566,552 in Cash until
paid in full. In no event
shall a holder of an
Allowed Chaparral Pines
Investors General
Unsecured Claim receive
more than 100% of such
holder’s Allowed
Chaparral Pines Investors
General Unsecured
Claim.

Class 497

Portland Group
General Unsecured
Claims

Claims in this Class are
impaired.

On the Effective Date, or
as soon thereafter as is
practicable, except to the
extent that a holder of an
Allowed Portland Group
General Unsecured Claim
has been paid Portland
Group prior to the
Effective Date or such
holder agrees to a less
favorable treatment, each
holder of an Allowed

Yes

$506,538"

99.8%

12 Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is

approximately $1,817,053, prior to reduction.
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Portland Group General
Unsecured Claim shall be
entitled to receive, on
account of its Claims
against Portland Group
and its estate, its Pro Rata
share of $505,519 in Cash
until paid in full. Inno
event shall a holder of an
Allowed Portland Group
General Unsecured Claim
receive more than 100%
of such holder’s Allowed
Portland Group General
Unsecured Claim.

Classes 498-

615

Other General
Unsecured Claims

Claims in these Classes
are impaired.

On the Effective Date, or
as soon thereafter as is
practicable, each holder of
an Allowed Other General
Unsecured Claim against
a Debtor in a Class of
Other General Unsecured
Claims shall be entitled to
receive on account of its
Claims against the
Debtors and their estates
its Pro Rata share of the

Yes

$305,379,423%

Undetermined™

No value has
been attributed
to the Litigation
Trust Interests.

3 Estimated amount of Allowed Claims. The gross amount of Claims filed and scheduled in this Class is

approximately $1,188,601,044, prior to reduction.

1 While estimating recoveries by the Litigation Trust is highly speculative, the Debtors, with the assistance of their
restructuring advisors , have performed an initial analysis of potential Avoidance Actions and determined that there
are approximately $20 million in potential Avoidance Actions that the Litigation Trust could pursue. This amount
reflects preference exposure net the various defenses analyzed by the Debtors’ advisors and does not reflect any
analysis of likelihood of recovery. Further, this amount does not account for costs associated with pursuing
recovery, reductions in connection with settlement, or other potential defenses not analyzed by the Debtors’
advisors. The Debtors’ advisors encountered various issues in performing their preference analysis, including
missing, incomplete, and irregular data. In addition, the Debtors’ advisors made certain legal assumptions
regarding the application of potential defenses by recipients of preferential transfers. The application of additional
data or differing legal assumptions could materially change the net recovery estimate. Moreover, the Debtors have
not analyzed or estimated potential recoveries for holders of General Unsecured Claims, given the inherent
uncertainties in pursuing such causes of action. Such an analysis is highly speculative and may be misleading to the

holders of such Claims.
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CLASS

DESIGNATION

TREATMENT

ENTITLED
TOVOTE

ESTIMATED
AMOUNT OF
CLAIMS OR

EQUITY

INTERESTS IN

CLASS?

ESTIMATED
RECOVERY

Class A Litigation Trust
Interests. In addition, the
Class Litigation Trust
Interests of any Accepting
Other General Unsecured
Claims Class shall be
deemed senior to the
Class B Litigation Trust
Interests as contemplated

by Section 8.3 of the Plan.

Classes 616-
735

Intercompany Equity
Interests

Claims in these Classes
are unimpaired.

Each Allowed
Intercompany Equity
Interest will be retained.

No

(Deemed to
accept the
Plan.)

N/A

N/A

Class 736

Crescent Holdings
Equity Interests

Claims in this Class are
impaired.

Each holder of an
Allowed Crescent
Holdings Equity Interest
will receive no
distribution for and on
account of such Crescent
Holdings Equity Interests,
and such Crescent
Holdings Equity Interests
will be cancelled on the
Effective Date.

No

(Deemed to
reject the
Plan.)

N/A

0%

B.

your vote will not be counted and will be disregarded.

Summary of Voting Procedures

If you are entitled to vote, you will receive a ballot with this Disclosure Statement.
On the ballot, you may elect either to accept or reject the Plan. If you return a ballot that does not
indicate either an acceptance or rejection of the Plan, your vote will be counted as a vote to
accept the Plan. If you return a ballot that indicates both an acceptance and rejection of the Plan,

March 24, 2010 is the record date to determine which holders of Claims or Equity
Interests may vote to accept or reject the Plan (the “Record Date”™).

May 10, 2010 at 4 p.m. (Central Standard Time) is the last day to vote (the
“Voting Deadline™).
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Please send your ballot to:

FINANCIAL BALLOTING GROUP LLC

ATTN: CRESCENT RESOURCES BALLOT TABULATION
757 THIRD AVENUE, 3RD FLOOR

NEW YORK, NEW YORK 10017

Financial Balloting Group LLC (the “Solicitation Agent™) must receive your
ballot by mail at street address above before the Voting Deadline for your vote to be
counted. The Solicitation Agent will not accept ballots sent by facsimile, telecopy transmission,
or other electronic means of transmission. If you are a holder of a Claim or an Equity Interest
entitled to vote but did not receive a ballot, please contact the Solicitation Agent to obtain a
ballot. If your ballot is damaged or lost, you should also contact the Solicitation Agent.

For more information on voting procedures, please refer to Section IX, “VOTING
PROCEDURES AND REQUIREMENTS.” Before voting, please review and consider all
information outlined in the Plan, this Disclosure Statement, and any documents attached thereto.

C. Overview of the Chapter 11 Process

Chapter 11 is the principal business reorganization chapter of the Bankruptcy
Code. Under chapter 11 of the Bankruptcy Code, a debtor is authorized to reorganize its business
for the benefit of itself and all economic parties in interest. In addition to permitting the
rehabilitation of a debtor, chapter 11 promotes equality of treatment of similarly situated claims
and similarly situated equity interests with respect to the distribution of a debtor’s assets.

The commencement of a chapter 11 case creates an estate that is comprised of all
of the legal and equitable interests of the debtor as of the filing date. The Bankruptcy Code
provides that the debtor may continue to operate its business and remain in possession of its
property as a “debtor in possession.”

The consummation of a plan of reorganization is the principal objective of a
chapter 11 reorganization case. A plan of reorganization sets forth the means for satisfying
claims against and interests in a debtor. Confirmation of a plan of reorganization by the
bankruptcy court having jurisdiction over a particular chapter 11 case makes the plan binding
upon a debtor, any issuer of securities under the plan, any person acquiring property under the
plan, and any creditor of, or holder of an equity interest in, a debtor. Subject to certain limited
exceptions, the confirmation order discharges a debtor from any debt that arose prior to the date
of confirmation of the plan and substitutes therefor the obligations specified under the confirmed
plan.

In order to solicit acceptances of a proposed plan, however, section 1126 of the
Bankruptcy Code requires a debtor and any other plan proponent to conduct such solicitation
pursuant to a disclosure statement containing adequate information of a kind, and in sufficient
detail, to enable a hypothetical reasonable investor to make an informed judgment about the plan.
The Debtors are submitting this Disclosure Statement in accordance with the Disclosure
Statement Order and the requirements of section 1126 of the Bankruptcy Code.
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OVERVIEW OF THE DEBTORS’ OPERATIONS
AND THE CHAPTER 11 CASES

A. Formation of the Debtors’ Operations

In the months immediately prior to September 2006, Duke Ventures, LLC
(“Duke”), a Nevada limited liability company, was the sole owner of Crescent Resources.
Duke, in turn, was a wholly-owned direct or indirect subsidiary of Duke Capital, LLC. On
September 7, 2006, a Formation and Sale Agreement was entered into between Duke, Crescent
Resources and several Morgan Stanley real estate investment entities™ whereby the Parties
agreed that: (a) Crescent Resources had, pre-transaction, an enterprise value of $2.075 billion;
(b) Duke would form Crescent Holdings and contribute its equity interest in Crescent Resources
to Crescent Holdings; (c) Crescent Resources would enter into the 2006 Credit Agreement
(defined below) from which $1,187,000,000 in term loan proceeds would be distributed to
Crescent Holdings, with Crescent Holdings then distributing such proceeds directly (and solely)
to Duke; (d) Morgan Stanley Real Estate Fund would purchase 49% of the membership interests
in Crescent Holdings from Duke for $414 million; and (e) Crescent Holdings would enter into an
employment agreement with Arthur W. Fields which provided, among other things, for the
issuance to Mr. Fields of 2% of the membership interests in Crescent Holdings (the “2006 Duke
Transaction”).

Contemporaneous with the foregoing transaction, Crescent Holdings and certain
of its subsidiaries entered into that certain Credit Agreement (the “2006 Credit Agreement”)
among Bank of America, N.A. as administrative agent and collateral agent, the lenders party
thereto from time to time as lenders, Crescent Resources as the borrower and Crescent Holdings
and certain of its subsidiaries as guarantors, whereby Crescent Resources received: (a) $1.225
billion in term loan proceeds; (b) a $200 million unfunded revolving credit commitment; and
(c) a letter of credit subfacility commitment not to exceed $100 million. Of the proceeds of the
$1,225,000,000 in term loans, $1,187,000,000 were distributed to Duke as described in the
foregoing paragraph with such proceeds being ultimately distributed to its parent, Duke Capital,
LLC.

As a continuation of the 2006 Duke Transaction, liens were granted to the
Prepetition Lenders on depository accounts in 2007 and mortgages on real property of Crescent
Resources and certain subsidiaries were created in 2008.

The 2006 Duke Transaction, comprised of the Formation and Sale Agreement, the
related financing transaction evidenced by the 2006 Credit Agreement, and the distribution of the
loan proceeds to Duke, was approved by the then serving managers and directors of Crescent
Resources, Crescent Holdings, Duke and Duke Capital, LLC and the various approval

5 Morgan Stanley entities purchasing equity on September 7, 2006, were (i) Morgan Stanley Real Estate Fund V
U.S., LP; (ii) Morgan Stanley Real Estate Fund V Special U.S., LP; (iii) Morgan Stanley Real Estate Investors V
U.S., LP; (iv) MSP Real Estate Fund V, LP; and (v) Morgan Stanley Strategic Investments, Inc.
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committees then appointed under the applicable corporate or limited liability company
documentation for such entities.

B. Description of the Debtors’ Operations

The Crescent Enterprise’® is a major real estate development and management
organization with interests in nine states in the southeastern and southwestern United States.
Since 1969, it has been developing, owning, leasing, managing, and selling real estate that
includes master-planned residential and resort communities and office, industrial, retail, and
mixed-use developments. The Crescent Enterprise is headquartered in Charlotte, North Carolina
and operates through four divisions (each a “Division”, collectively, the “Divisions”): residential,
commercial, multifamily, and land management. The residential division (the “Residential
Division”) is the Crescent Enterprise’s largest division, comprising approximately 42% of its
total assets. The Residential Division includes 41 master-planned communities and four
condominium projects totaling 53,404 acres of developed land. The commercial division (the
“Commercial Division™) accounts for approximately 19% of the Crescent Enterprise’s total
assets. The Commercial Division has eight active projects, currently under development, as well
as 1,617 acres of commercially-zoned, undeveloped land. The multifamily division (the
“Multifamily Division”) accounts for approximately 3% of the Crescent Enterprise’s total assets.
The Multifamily Division includes four projects in various stages of development, totaling 1,308
units and an additional 195 acres of entitled, but undeveloped land. The land management
division (the “Land Management Division”), manages approximately 65,000 of acres of
undeveloped land and accounts for approximately 36% of the Crescent Enterprise’s total assets.
The Crescent Enterprise is respected in the real estate industry for its development and
management expertise across these various Divisions, and each of the Divisions employs key,
experienced managers to operate its projects. Below is an overview of the Debtors’ current
corporate structure.’’

16 Attached hereto as Exhibit C is a chart delineating which Debtor entity is associated with each of Debtors’
various projects.

7 All percentages herein are based on total assets by Division, including project-level assets, investments in
unconsolidated affiliates and notes receivable. The measurement for total assets by Division does not include
“other” assets such as cash and cash equivalents, restricted cash, accounts receivable, and goodwill.
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1. The Residential Division

The Residential Division is an industry leader in the development of master-
planned communities (“MPCs”). The Residential Division operates with a strong focus on
unique, one-of-kind assets in premier residential destinations. The Division’s brand is best
known for its authentic communities and the quality of its operations, which attracts buyers in
the primary, secondary, and retirement home markets. Currently, the Residential Division has 41
MPCs and four condominium projects.

Due to the recent downturn in the real estate market, certain of the Division’s
developments have a large number of homes and lots for resale which significantly impact the
Division’s ability to sell Crescent-owned lots. However, certain of the Division’s more
prestigious residential communities have been less affected by these market conditions.

a. Home Lots and Land Parcels

Developed home lots and undeveloped land parcels in various residential
communities constitute a major portion of the Residential Division’s inventory.

US_ACTIVE:\43344672\01\39639.0003 DS-28




b. Residential Communities

The Debtors currently own approximately 45 residential communities, including
the award-winning Palmetto Bluff development in Bluffton, South Carolina and the Lake James
development in the mountains of North Carolina. While these residential communities have
experienced a significant downturn in sales activity in the last few years, the Debtors are
confident that they can control both the hard and soft costs of maintaining these assets until the
real estate market improves. Many of these residential communities have golf and other
recreational clubs as part of their amenities, which the Debtors have subsidized, in part, over the
last few years. However, the Debtors have begun and will continue to implement cost-saving
strategies as part of the Plan to minimize the subsidy funding requirements. Some of the Debtors’
residential communities are highlighted below.

Q) Palmetto Bluff (Bluffton, South Carolina)

Palmetto Bluff, the Debtors’ premier development, is comprised of 22,000 acres
of which roughly 15,000 acres the Debtors own (including 7,300 acres of managed forest and
conservation areas), in addition to 32 miles of riverfront property along the May, Cooper, and
New Rivers. Palmetto Bluff is located midway between Savannah, Georgia and Hilton Head
Island, South Carolina. This development is a high-end destination for primary, secondary, and
retirement home buyers. Most of the infrastructure is complete, including an equestrian facility, a
Jack Nicklaus signature golf course, and a 50-room award-winning luxury inn (the “Inn”), and
approximately 600 developed lots have been sold; however, the entire tract is not yet developed
(roughly 28% of the project has been developed based on the current plan). When fully
developed, the Palmetto Bluff community will include a series of communities totaling between
2,400 to 2,800 dwelling units.*® The remaining land and dwelling-unit entitlements (consisting
of approximately 75% of the tract) are classified as investment land and will be evaluated for
development opportunities in smaller increments over the remaining life of the project.

(i) Lake James (Lake James, North Carolina)

The Lake James residential development is located in Burke and McDowell
counties in the mountains of western North Carolina and is a short drive from Charlotte and
Raleigh. The developments are in close proximity to several state and national parks and
wilderness areas such as Linville Gorge, South Mountains State Park, and Pisgah National Forest.
The Lake James communities includes three active projects, namely, 1780, Old Wildlife Club,
and Black Forest Phase 11, consisting of platted lots for approximately 293 dwelling units on
1,855 acres. Future development is possible but will depend on the absorption rates of the
existing phases. Lake James offers a variety of lots with waterfront or mountain views ranging
from 1 to 14 acres in size. Lake James also includes a full-service amenity area known as Camp
Lake James that offers members a wide-array of facilities, including a social hall with a fitness
center, swimming pool, tennis courts, boat docks, lake-front beach, and an extensive nature trail
system.

¥ The Debtors have been funding operational deficits at the Inn. The Debtors believe that the Inn is an important
part of the overall success of the Palmetto Bluff development.
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This development continues to be a promising destination for buyers in the
primary and secondary home markets; however, the Debtors have been required to provide
deficit funding to operate some of the facilities.

2. The Commercial Division

The Commercial Division offers three types of business services: (i) building and
land investment management services, (ii) property management and leasing services, and
(iii) property development and construction management services. The Commercial Division is
primarily concentrated in the southeast United States and targets urban centers with significant
populations, employment growth, and transportation centers, such as Charlotte, Atlanta,
Nashville, Tampa, and Orlando.

Historically, the Commercial Division’s strategy has been to develop high-end
office and commercial buildings, lease them with tenants, and subsequently convey the property
interest while retaining a role as property manager and leasing agent for the new owner. Going
forward, the Debtors intend to continue with the same strategy for the Commercial Division.

a. Building and Land Investment Management Services

The Commercial Division currently oversees 31 distinct land developments,
including ten vertical development projects. These projects include approximately 1,600 gross
acres of land which are entitled for approximately 14.2 million square feet of future development
and existing buildings under development totaling approximately two-million square feet.

These properties include high-rise and suburban office, industrial/distribution, and
retail/neighborhood shopping centers. Ownership structures include wholly-owned projects, fee
build-to-suit projects, and joint ventures where certain of the Debtors have a co-investment
interest in the project. Each of these properties (excluding build-to-suit projects) are being
offered in their respective marketplaces on a “for lease” basis and are in various stages of
construction and or lease-up.

b. Property Management and Leasing Services

The Commercial Division’s property-management and leasing services have been
consistently profitable and are uniquely positioned for future growth.

The Commercial Division currently manages and/or leases approximately 9.9
million square feet of commercial property, including owned and joint-venture properties, as
well as third-party-owned institutional properties. The Commercial Division’s customers include
many of the top institutional owners of real estate in the United States.

The Commercial Division’s property-management and leasing platform
represents not only a profitable business segment but also provides a support platform for its
other service offerings.
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Since 2007, the Commercial Division has managed the construction of 15
buildings, comprising approximately three million square feet, and has earned approximately
$21.1 million in management and service fees.

C. Development and Construction Management Services

The Commercial Division manages the development and construction of each of
its land and building positions and also works on behalf of third-parties, primarily on a build-to-
suit basis. The Commercial Division’s team is deeply experienced across all product-line
offerings including land acquisition and due diligence work, project entitlements, land and
infrastructure development, building shell construction, and tenant build-out. Over the last five
years, the Commercial Division has managed the construction of 20 buildings, comprising 4.6
million square feet.

The Debtors will focus on maintaining the Division’s valuable assets through
developing them on their own account, current partnerships (“Current Partnerships”), or by
forming new strategic joint ventures (“Strategic JVs”, together with the Current Partnerships,
“Commercial JVs”). The Commercial JV strategy provides the Division with the opportunity to
make a high return on land assets, while mitigating the risk of the Debtors’ current exposure to
the commercial real estate market. For those projects where the Debtors have no joint venture
partners, the Commercial JV strategy will provide the Debtors with an opportunity to monetize a
portion of their current interests and investments in the Commercial Division over the next ten
years, while preserving the Debtors’ opportunity to participate in the recovery of the real estate
and capital markets. Additionally, the Commercial JV strategy will give the Debtors a platform
to expand and grow their property and development management services.

The following table highlights some of the larger developments that the
Commercial Division has completed.

Square
Project Name Location Type Feet

Potomac Yards I and Il Arlington, VA Office 619,920
Piedmont Town Center One and Charlotte, NC Office 417,013
Two
International Plaza One Tampa, FL Office 383,694
International Plaza Three Tampa, FL Office 285,000
Lakemont East — Wells Fargo BTS Charlotte, NC Office 334,218
(1&2)
Central Florida Research Park Orlando, FL Office 160,000
Merial Build to Suit — 500 Atlanta, GA Office 132,250
Satellite
Corporate Center 8 — Cool Springs Nashville, TN Office 156,160
AIG Insurance — Deerfield Two Atlanta, GA Office 132,620

2,620,875
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Some of the major on-going projects in the Commercial Division are highlighted
below:

Q) Phipps Tower (Atlanta, Georgia)

Phipps Tower is being developed pursuant to a joint-venture agreement between a
non-debtor affiliate and a third party. The project is located in the Buckhead submarket of
Atlanta, Georgia and will be a 486,917 rentable square foot, class-A certified office tower and
parking structure. The project is currently 95% complete and delivery is scheduled for the first
quarter of 2010. The Buckhead market is extremely competitive and has four new commercial
towers comprising two million square feet that will be delivered in the next 12 months.

(i)  Corporate Centre Nine (Nashville, Tennessee)

Corporate Centre Nine is a 155,919 square foot office building in the Cool
Springs submarket of Nashville, Tennessee. The project was completed in December 2007 and is
currently 7% leased. The Debtors have developed and sold 8 other buildings in the Cool Springs
office park totaling over 1.1 million square feet.

(i) Greenway Centre One (Nashville, Tennessee)

Greenway Centre One is a 154,737 square foot, 5-story, class-A office building in
the Cool Springs submarket of Nashville, Tennessee. It is adjacent to Corporate Centre Nine.
Construction was completed in December 2009 and there are numerous leasing prospects active
in the market.

3. The Multifamily Division

The Multifamily Division develops a range of mixed-use, apartment communities.
In particular, the Multifamily Division has expertise in superior-class, garden-style, and urban
developments. It has recently undertaken four multifamily developments consisting of 1,300
units with a total cost of approximately $182 million. All of the Multifamily Division’s
developments are held by joint ventures between non-debtor subsidiaries of Crescent Resources
and third parties. Additionally, Crescent Resources or its wholly-owned subsidiary own
approximately 15 parcels of land. Like the Commercial Division, the Multifamily Division also
earns revenues through development and other service fees.

Currently, there are four developments in the Multifamily Division, which are
either complete or near completion. The Debtors also hold a 182-acre land portfolio which has
the necessary zoning and development rights to build approximately 3,300 multifamily units.
Certain of the Debtors’ assets in this division are summarized below:

a. Circle at Crosstown (Tampa, Florida)

Circle at Crosstown is a joint venture between a non-debtor subsidiary of Crescent
Resources, Crescent Florida Developer, LLC, and a third party. The development has been
completed and includes 300 garden-style units in 12 three-story buildings, and 6 two-story
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carriage unit buildings. The community’s amenities include a state-of-the-art fitness center,
cyber café, and a pool recreation facility.

b. Circle at South End (Charlotte, North Carolina)

Circle at South End is owned by a joint venture between Crescent South and
Bland, LLC, a non-debtor subsidiary of Crescent Resources, and a third party. This mixed-use
project, includes 360 apartments and 8,000 square feet of retail space. The community is located
on a five-acre site in the South End district of Charlotte.

C. Circle at Concord Mills (Concord, North Carolina)

Circle at Concord Mills is owned by a joint venture between a non-debtor
subsidiary of Crescent Resources, CMF Concord I, LLC, and a third party. Circle at Concord
Mills is located on 22 acres in Concord, North Carolina and includes 312 garden-style apartment
units, a clubhouse, and a pool. Circle at Concord Mills has received several awards including the
Audubon International’s Signature Sanctuary award, which was the first of its kind in the
country.

As of the date of this Disclosure Statement, the construction phase for the entire
community is complete and is currently in lease-up.

4. Land Management

The Land Management Division manages approximately 65,000 acres of raw land
(the “Legacy Land”) located in four main geographic areas from the foothills of North Carolina,
through upstate South Carolina and into southeast Georgia. This Division increases the value of
the Legacy Land through the entitlements process, environmental conservation, sound land
management, and land improvements. The Land Management Division’s main areas of Legacy
Land are known as Catawba, Great Falls, Keowee, and Morganton.

The Land Management Division focuses on acquiring undeveloped, raw land in
rural markets that demonstrate potential for growth. Typically, the Land Management Division
identifies opportunities to purchase large unentitled and undeveloped tracts of land, develops the
land for wholesale or retail sale, and then sells the land for increased values. Currently, the
Debtors have two investment joint ventures pursuant to which they own the projects known as
Wildcat and Bertha Mineral.

The Debtors believe that the Legacy Land holdings are valuable to the Debtors’
estates. Due to low carry costs, the Land Management Division’s overarching strategy is to hold
these valuable assets for the future real estate rebound and to avoid short-sighted discounts as
much as possible.

To help prospective buyers facilitate their purchase of Legacy Land, the Debtors
have recently extended credit to buyers (“Legacy Land Seller Financing”). However, the Debtors
intend to phase out Legacy Land Seller Financing by the end of 2010.
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The four Legacy Land holdings are summarized below:
a. Catawba (North Carolina)

Catawba located in the path of growth north and south of Charlotte, has the most
urban land holdings and is currently in the most advanced development phase of all the Legacy
Land holdings. The Land Management Division is currently focused on targeting institutional
investors, adjacent owners, environmental trusts, or municipalities to invest in or purchase land
in Catawba; however, the market is not currently supporting many entitled-land-tract sales in the
mixed-use and commercial sectors. The Debtors fully expect the market for these assets to
rebound.

b. Great Falls (South Carolina)

Great Falls primarily consists of rural tracts of land with some waterfront and
water-view land holdings. The Debtors are marketing Great Falls to adjacent land owners who
may be interested in expanding their land holdings, as well as real-estate investors and
developers. Great Falls is strategically located between Charlotte and Columbia, which is
anticipated to be an area suited for future growth.

C. Keowee (South Carolina/Georgia)

Keowee is located in upstate South Carolina (with one tract in Georgia) and spans
portions of the mountainous terrain around Lake Jocassee, the rolling hills around Lake Keowee,
and the Savannah River Valley. The area has traditionally been popular for second home buyers
and as a resort destination with appeal across the eastern seaboard.

d. Morganton (North Carolina)

Morganton’s past success has been driven by the rural second home market and
its proximity to the North Carolina mountains. The Debtors are focused on marketing Morganton
to adjacent owners and institutional buyers, such as nature conservancies or the State. The lakes
on the property, Lake James and Lake Rhodhiss, have been among the primary draws for
customers in the past, and the Debtors expect that the market for waterfront and water-view land
will return.

5. Crescent Resources’ Employee and Management Overhead

As of December 31, 2009, the Debtors employed approximately 220 employees,
of which 135 are full-time salaried employees, 73 are full-time hourly employees, 6 are part-time
salaried employees, 5 are part-time hourly employees, and 1 is a temporary employee. Since
January 2007, the employee count has been reduced from 417 employees to the current
headcount. The Debtors have suspended certain bonus plans, incentive plans, and 401(k)
matching plans during the pendency of the Debtors’ cases. The reduction in work force and plan
savings have provided the Debtors with approximately $13 million in savings.
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Additionally, in an effort to save on overhead costs, the Debtors have closed or
significantly downsized offices in Washington, D.C., Dallas, and Jacksonville as well as certain
of the Residential Division’s sale centers.

C. Significant Indebtedness

The Debtors’ significant prepetition indebtedness is described below. In addition
to this indebtedness for money borrowed, the Debtors estimate that they have prepetition trade
accounts payable and other general unsecured claims of approximately $430 million.

1. The Prepetition Credit Agreement

Before the Commencement Date, the Debtors were parties to the Prepetition
Credit Agreement, by and among the Prepetition Lenders and Bank of America, as
administrative agent (the “Agent”).

The Prepetition Credit Agreement provides for (i) a term loan facility in the
amount of $1,225,000,000, (ii) a revolving credit commitment in the amount of $300,000,000,
which was to automatically reduce to $275,000,000 on December 30, 2009, (iii) a swing line
commitment in the amount of $50,000,000, which reduces borrowings available under the
revolving credit commitment, and (iv) a letter of credit commitment in the amount of
$150,000,000, which reduces borrowings available under the revolving credit commitment
(collectively, the “Prepetition Loan”). Obligations arising under the Prepetition Credit
Agreement are direct obligations of Crescent Resources. Such direct obligations are guaranteed
(the “Guaranty”) by (i) Crescent Holdings and (ii) many of the additional Debtors, pursuant to
the terms of (A) the Prepetition Credit Agreement, (B) that certain Amended and Restated
Joinder Agreement, dated as of June 17, 2008, by and between the entities party thereto and the
Agent, and (C) that certain Joinder Agreement, dated as of July 25, 2008, by and between the
entities party thereto and the Agent (the Joinder Agreements in (B) and (C), collectively, the
“Joinder Agreements”).

In addition to the Guaranty, certain of the Debtors*® (the “Pledgors”) entered into
that certain Pledge Agreement, dated September 7, 2006, by and between the Pledgors and the
Agent and those certain Joinder Agreements, pursuant to which the Pledgors pledged to the
Agent 100% of the capital stock of any domestic subsidiary, direct or indirect, other than a non-
pledged subsidiary (the “Pledged Shares™). Certain of the Debtors also granted mortgages or
deeds of trust on certain real properties (the “Mortgaged Property”). Crescent Resources entered
into that certain Account Security, Pledge, Assignment and Control Agreement, dated August 24,
2007, pursuant to which Crescent Resources granted to the Agent a security interest and control
over all deposit accounts opened by Crescent Resources with the Agent.

% The Debtors holding equity interests pledged on the Commencement Date under the Pledge Agreement, include:
Crescent Resources; Crescent Holdings; CLT Development, LLC, Crescent Potomac Yard, LLC, Crescent Twin
Creeks, LLC; Crescent/Arizona, LLC; Palmetto Bluff Development, LLC; Palmetto Bluff Investments, LLC; Twin
Creeks Management, LLC; Twin Creeks Property, Ltd.; LandMar Group, LLC; Hawk’s Haven Joint Development,
LLC; and Hawk’s Haven Sponsor, LLC.
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The aggregate principal amount of indebtedness owing under the Prepetition
Credit Agreement as of the Commencement Date was approximately $1,494,377,346, plus other
outstanding obligations under secured swap contracts with certain of the Prepetition Lenders in
an amount not less than $27,154,794 plus additional fees, costs, interest, and reimbursable
expenses.

2. The Asset-Level Debt

Approximately seven of the Debtors also have secured asset-level debt in the form
of construction loans, mortgage loans, and seller-financed loans. As of the Commencement Date,
there was approximately $89,110,601 in outstanding asset-level debt. Below is a description of
each of these asset-level debt credit facilities.

a. Grand Woods

Before the Commencement Date, one of the Debtors, Grand Woods Developers,
LLC, entered into the following documents in favor of Palm Coast Forest, LLC, as lender (the
“Grand Woods Lender™):

(i) a certain Real Estate Mortgage, dated August 28, 2006, as modified by a
certain Modification of Note and Mortgage Agreement dated November 30, 2007 (the “2006
GW Mortgage™), securing a promissory note in the original principal amount of $1,800,000,
dated August 28, 2006, as modified by a certain Modification of Note and Mortgage Agreement
dated November 30, 2007 (the “2006 GW Note”); and

(ii) a certain Real Estate Mortgage dated November 30, 2007, as modified by a
certain Modification of Note and Mortgage Agreement dated December 29, 2008 (the “2007 GW
Mortgage” and, together with the 2006 GW Mortgage, the “Grand Woods Prepetition
Mortgages™) securing a promissory note in the original principal amount of $2,250,000, dated
November 30, 2007, as modified by a certain Modification of Note and Mortgage Agreement
dated December 29, 2008 (the “2007 GW Note” and, together with the 2006 GW Note, the
“Grand Woods Notes”).

The loans evidenced by the Grand Woods Notes were purchase-money loans
provided by the Grand Woods Lender in order for Grand Woods Developers, LLC to acquire the
Grand Woods project, located in Flagler County, Florida. The Grand Woods Notes are in default
due to missed debt-service payments. The maturity date of the 2006 GW Note is August 25,
2011 and the maturity date of the 2007 GW Note is November 30, 2012. Neither of the Grand
Woods Notes is guaranteed.

As of the date of this Disclosure Statement, the Grand Woods Notes have been
fully drawn and the aggregate principal amount of indebtedness owing under the Grand Woods
Notes is estimated at approximately $3,487,500.
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b. Grand Reserve

Before the Commencement Date, one of the Debtors, Roberts Road, LLC, entered
into the following documents in favor of Florida Landmark Communities, Inc. as lender (the
“Grand Reserve Lender”):

(i) a certain Real Estate Mortgage, dated March 31, 2005, as modified by a certain
Modification of Note and Mortgage Agreement dated November 30, 2007 and a certain Second
Modification of Note and Mortgage Agreement dated December 18, 2008 (the “2005 GR
Mortgage™), securing a promissory note in the original principal amount of $1,754,100, dated
March 31, 2005, as modified by a certain Modification of Note and Mortgage Agreement dated
November 30, 2007 and a certain Second Modification of Note and Mortgage Agreement dated
December 18, 2008 (the “2005 GR Note”);

(ii) a certain Real Estate Mortgage, dated September 29, 2006, as modified by a
certain Modification of Note and Mortgage Agreement dated November 30, 2007 (the “2006 GR
Mortgage ), securing a promissory note in the original principal amount of $753,136.80, as
modified by a certain Modification of Note and Mortgage Agreement dated November 30, 2007
(the “2006 GR Note”); and

(iii) a certain Real Estate Mortgage, dated September 26, 2007, as modified by a
certain Modification of Note and Mortgage Agreement dated November 30, 2007 (the “2007 GR
Mortgage ”, and together with the 2005 GR Mortgage and the 2006 GR Mortgage, the “Grand
Reserve Prepetition Mortgages”), securing a promissory note in the original principal amount of
$493,010.88, dated September 26, 2007, as modified by a certain Modification of Note and
Mortgage Agreement dated November 30, 2007 (the “2007 GR Note” and, together with the
2005 GR Note and the 2006 GR Note, the “Grand Reserve Notes™).

The loans evidenced by the Grand Reserve Notes were purchase money loans
provided by the Grand Reserve Lender in order for Roberts Road, LLC to acquire the land for
the Grand Reserve project in Flagler County, Florida. The Grand Reserve Notes are in default
due to missed debt-service payments. The maturity date of the 2005 GR Note is March 31, 2010,
the maturity date of the 2006 GR Note is September 29, 2011 and the maturity date of the 2007
GR Note is September 26, 2012. None of the Grand Reserve Notes is guaranteed.

As of the date of this Disclosure Statement, the Loan has been fully drawn and
aggregate principal amount of indebtedness owing under the Grand Reserve Notes is
approximately $1,910,263.

C. Grand Landings

Before the Commencement Date, one of the Debtors, The Reserve, LLC, entered
into the following documents in favor of Florida Landmark Communities, Inc. as lender (the
“Grand Landings Lender”):

(i) a certain Real Estate Mortgage, dated February 25, 2004, as modified by a
certain Mortgage Modification and Mortgage Spreading Agreement dated September 23, 2005, a
certain Modification of Note and Mortgage Agreement, dated November 30, 2007, a certain

US_ACTIVE:\43344672\01\39639.0003 DS-37



Second Modification of Note and Mortgage Agreement dated August 6, 2008 and a certain Third
Modification of Note and Mortgage Agreement dated December 18, 2008 (the “2004 GL
Mortgage”) securing a promissory note in the original principal amount of $1,800,000, dated
February 25, 2004, as modified by a certain Modification of Note and Mortgage Agreement,
dated November 30, 2007, a certain Second Modification of Note and Mortgage Agreement
dated August 6, 2008 and a certain Third Modification of Note and Mortgage Agreement dated
December 18, 2008 (the “2004 GL Note™);

(ii) a certain Real Estate Mortgage, dated September 20, 2006, as modified by a
certain Modification of Note and Mortgage Agreement dated November 30, 2007 (the
“C1/C2/C3 Mortgage™), securing a promissory note in the original principal amount of
$1,239,000, dated September 20, 2006, as modified by a certain Modification of Note and
Mortgage Agreement dated November 30, 2007 (the “C1/C2/C3 Note”);

(iii) a certain Real Estate Mortgage, dated September 20, 2006, as modified by a
certain Modification of Note and Mortgage Agreement dated November 30, 2007 (the “Seminole
Woods Mortgage”), securing a promissory note in the original principal amount of $300,000,
dated September 20, 2006, as modified by a certain Modification of Note and Mortgage
Agreement dated November 30, 2007 (the “Seminole Woods Note”); and

(iv) a certain Real Estate Mortgage, dated September 20, 2006, as modified by a
certain Modification of Note and Mortgage Agreement dated November 30, 2007 (“Ely-In
Mortgage” and, together with the 2004 GL Mortgage, the C1/C2/C3 Mortgage and the Seminole
Woods Mortgage, the “Grand Landings Prepetition Mortgages™), securing a promissory note in
the original principal amount of $450,000 as modified by a certain Modification of Note and
Mortgage Agreement dated November 30, 2007 (the “Ely-In Note” and, together with the 2004
GL Note, the C1/C2/C3 Note and the Seminole Woods Note, the “Grand Landings Notes™).

The loans evidenced by the Grand Landings Notes were purchase money loans
provided by the Grand Landings Lender in order for The Reserve LLC to acquire the land for the
Grand Landings project in Flager County, Florida. The Grand Landings Notes are in default due
to missed debt-service payments. The maturity date of the 2004 GL Note was June 16, 2009 and
the maturity date of each of the C1/C2/C3 Note, the Seminole Woods Note and the Fly-In Note
is September 20, 2011. None of the Grand Landings Notes is guaranteed.

As of the date of this Disclosure Statement, each of the Grand Landings Notes has
been fully drawn and the aggregate principal amount of indebtedness owing under the Grand
Landings Notes is approximately $2,031,750.

Currently, LandMar Group, LLC, LandMar Management, LLC, The Reserve,
LLC, Roberts Road, LLC, and Grand Woods Developers, LLC are negotiating a settlement
agreement with Florida Landmark Communities, Inc. to convey the assets to the secured parties
in satisfaction of the claims related to the loans and related documents described in subsections
(@) through (c) above. The Debtors intend to stipulate that all assets will be conveyed to the
secured parties subject to all outstanding ad valorem tax obligations.
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d. Portland Place

Before the Commencement Date, one of the Debtors, Portland Group, LLC,
granted to the City of Phoenix, as lender (the “City Lender”) (i) a certain Deed of Trust, dated
March 15, 2005 (the “Phase One Acquisition Prepetition Mortgage”), securing a deferred
purchase money loan in the original principal amount of $200,000 (the “Phase One Loan”; and
the note given by Portland Group, LLC to City Lender in connection with the Phase One
Acquisition Prepetition Mortgage and evidencing the Phase One Loan is referred to as the “Phase
One Note™)) and (ii) a certain Deed of Trust, dated October 18, 2007 (the “Phase Two
Acaquisition Prepetition Mortgage”), securing a deferred loan in the original principal amount of
$400,000 (the “Phase Two Loan”; and the note given by Portland Group, LLC to City Lender in
connection with the Phase Two Acquisition Prepetition Mortgage and evidencing the Phase Two
Loan is referred to as the “Phase Two Note”). The Phase One Acquisition Prepetition Mortgage
encumbers real property in Phoenix, Arizona and the Phase Two Acquisition Prepetition
Mortgage encumbers separate real property in Phoenix, Arizona.

The Phase One Acquisition Prepetition Mortgage and the Phase Two Acquisition
Prepetition Mortgage are hereinafter collectively referred to as the “Portland Place Prepetition
Mortgage”, the Phase One Loan and the Phase Two Loan are hereinafter collectively referred to
as the “Portland Loan”, and the Phase One Note and the Phase Two Note are hereinafter
collectively referred to as the “Portland Place Note”.

There is no maturity date for the Portland Loan, and it is paid off in increments as
condominium units are sold to third parties. The Portland Loan was provided by the City Lender
in order for Portland Group, LLC to acquire the Portland Place condominium project, located in
Phoenix, Arizona. The Portland Loan is not guaranteed.

As of the date of this Disclosure Statement, the Portland Loan has been fully
drawn and the aggregate principal amount of indebtedness owing under the Portland Place Note
is approximately $425,926.

e. TerraPointe

Before the Commencement Date, one of the Debtors, 223 Developers, LLC,
granted to TerraPointe LLC, as lender (the “TerraPointe Lender”) a certain Purchase Money First
Mortgage and Security Agreement, dated November 9, 2006, securing a loan (the “TerraPointe
Loan”) in the original principal amount of $17,500,000 (the “TerraPointe Prepetition Mortgage”).
The note (the “TerraPointe Note™) given by 223 Developers, LLC to the TerraPointe Lender in
connection with the TerraPointe Prepetition Mortgage and evidencing the TerraPointe Loan is
not in default and the maturity date of the TerraPointe Loan was November 9, 2009. The
TerraPointe Loan was provided by the TerraPointe Lender in order for 223 Developers, LLC to
acquire a parcel of land located in St. John’s County, Florida, which served as collateral (the
“TerraPointe Collateral”) under the TerraPointe Prepetition Mortgage. The TerraPointe Loan is
guaranteed by Landmark Group, an affiliate of the Debtor.

As discussed below, a motion brought by the Debtors to abandon the TerraPointe
Collateral was approved by the Bankruptcy Court on June 25, 2009.
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f. Durango

Before the Commencement Date, one of the Debtors, North River, LLC, granted
to Bridge Associates, LLC, in its capacity as Litigation Trustee of the chapter 11 bankruptcy
estates of Durango Georgia Paper Company, Durango Georgia Converting Company, and
Durango Georgia Converting, LLC, as lender (collectively, the “Durango Prepetition Lender”) a
promissory note dated December 28, 2006 in the original principal amount of $29,450,000 (the
“Durango Prepetition Note”) and a certain Deed to Secure Debt and Security Agreement, dated
December 28, 2006 (the “Durango Prepetition Mortgage™), to secure North River, LLC’s
obligations under the Durango Prepetition Note. The Durango Prepetition Note was a purchase
money loan provided by the Durango Prepetition Lender to facilitate North River, LLC’s
acquisition of the Durango property, located in St. Mary’s, Camden County, Georgia. The
Durango Prepetition Lender agreed to a partial release of a portion of the Durango Prepetition
Note as evidenced by a certain Partial Release of Lien and Deed to Secure Debt and Security
Agreement dated February 20, 2007. The Durango Prepetition Note is in default due to missed
debt service payments and the Durango Prepetition Lender filed a Complaint on Promissory
Note against North River, LLC alleging that North River, LLC defaulted on the Durango
Prepetition Note by failing to make the quarterly interest payments due under the Durango
Prepetition Note. The Durango Prepetition Note is due to mature on December 28, 2013.

The Durango Prepetition Note is not guaranteed. As of the date of this Disclosure
Statement, the Durango Prepetition Note has been fully drawn and the aggregate principal
amount of indebtedness owing under the Durango Prepetition Note is approximately
$29,450,000. Currently, the Debtors are negotiating a settlement with the Durango Prepetition
Lender (or an affiliate thereof) to transfer the Collateral securing the obligations under the
Durango Prepetition Note to the Durango Prepetition Lender in partial satisfaction of any Claims
arising out of the Durango Prepetition Note and the related transactional documents. As part of
the settlement, the Debtors intend to convey such Collateral subject to any outstanding ad
valorem tax obligations and for the Durango Prepetition Lender (or an affiliate thereof) to satisfy
such obligations. In addition, North River also, as part of the settlement being negotiated,
intends to convey two acres of land related to the Durango Property that do not secure any of the
obligations under the Durango Prepetition Note and the related transactional documents.

g. Shipyards

Before the Commencement Date, Jacksonville Riverfront Development, LTD.
(“Riverfront”), the unrelated original developer and a predecessor-in-interest to one of the
Debtors, North Bank Developers, LLC, granted to the City of Jacksonville, as lender (the
“Jacksonville Prepetition Lender”) a certain Mortgage and Security Agreement, dated April 15,
2002, in connection with a waterfront redevelopment project known as “The Shipyards” located
in Jacksonville, Florida. Following defaults by Riverfront, North Bank Developers, LLC
acquired the redevelopment site from Riverfront, subject to that Mortgage and Security
Agreement, as modified by a certain Modification of Mortgage and Security Agreement between
North Bank Developers, LLC and Jacksonville Prepetition Lender dated as of June 28, 2005 (as
modified, the “Jacksonville Prepetition Mortgage™). The Jacksonville Prepetition Mortgage
secures: (i) certain obligations of North Bank Developers, LLC under the Jacksonville
Prepetition Mortgage, including North Bank Developers, LLC’s obligations to cause LandMar to
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