UNITED STATES BANKRUPTCY COURT
DISTRICT OF DELAWARE

__________________________________________________________ X .
In re: . Chapter 11 Case
© No. 08-11643 (KIC)
WCI COMMUNITIES, INC., et al., ; Jointly Administered
Debtors, : Related Docket Nos, 426, 516 and 562
.......................................................... x

ORDER, PURSUANT TO 11 U.5.C, §§ 328(a) AND 1103, FED. R. BANKR. P. 2014 AND
5002, AND LOCAL RULE 2014-1, AUTHORIZING THE RETENTION AND
EMPLOYMENT OF HOULIHAN LOKEY HOWARD & ZUKIN CAPITAL, INC, AS
FINANCIAL ADVISOR AND INVESTMENT BANKER TQO OFFICIAL COMMITTEE
OF UNSECURED CREDITORS OF WCI COMMUNITIES., ET AL., NUNC PRO TUNC
TO AUGUST 135, 2008

Upon consideration of the application (the “Application”)' of the Official
Committee of Unsceured Creditors (the “Creditors’ Cominittee™) for entry of an order, under
sections 328(a) and 1103(a) of chapter 11 of title 11 of the United States Code (the “Bankruptey
Code™), Rules 2014 and 5002 of the Federal Bankruptcy Rules (the “Bankruptcy Rules™), and
Rule 2014-1 of the Local Rules of the United States Bankruptcy Court for the District of
Delaware (the "Tocal Rules") authorizing the employment and retention of Houlihan Lokey

Howard & Zukin Capital, Inc. (“Houlihan Lokev™) as its financial advisor and investment banker

pursuant to the terms of the engagement letter dated as of August 15, 2008 (the “Engagement
Letter™); and the United States Trustee having filed an objection to the Application dated
October 17, 2008 ( the “Objection™); and the Creditors’ Committee and Houlihan Lnkéy having
filed a joint response to the Objection dated October 31, 2008 ( the “Response™); and the Court
having considered all of the pleadings and having heid a hearing on the Application on
November 5, 2008; and the Courl linding that (A) Houlihan Tokey (1) does not bold an interest

adverse to the interest of the estates with respect to the matters on which Houlihan Lokey will be

' Capitalized terms not defined in this Order shall have the meanings ascribed to them in the Application.
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employed and (i1) 1s a “disinterested person™ as that term is defined under section 101(14) of the

Bankruptey Code; (13) the Application and the Affidavil are in full compliance with all
applicable provisions of the Bankruptey Code, the Bankruptey Rules and the Local Rules; (C)
the relief requested in the Application is in the best interesty of the Debtors, their estates and
creditors; and (D) notice of the Application was due and proper under the circumstances, alter
due deliberation, and good and sufficient causc appearing therefore, it is hereby:

IT IS ORDERED, ADJUDGED AND DECREED THAT:

1. The Applicalion, as modified by the terms of this Order, is granted.

2. The retention and employment of Houlihan Lokey, as financial advisor and
investment banker to the Creditors® Committee pursuant to section 328(a) and 1103 of the
Bankruptey Code, Rule 2014 and 5002 of the Bankruptey Rules, and Local Rule 2014-1, nune
pro tunc to August 15, 2008, on the lerms and conditions set forth in the Engagement Letter
{atlached hereto) and the Application, is approved.

3. Except to the specific circumstances set forth in paragraph 7 below, Houlihan
Lokey’s compensation shall be subject to the standard of review provided in section 328(a) of
the Bankruptcy Code, and not subject to any other standard of review under section 330 of the
Bankruptcy Code.

4. The Creditors” Committee is authorized to employ and retain, and the Debtors arc
authorized to compensate and reimburse Houlihan Lokey, pursuant to the Engagement Lelter
subject to the terms of this Order.

5. The indemnification provisions of the Engagement Letter are approved subject to
the terms of this Order. Further, the indemnification provisions set forth in the Engagement
Letter are subject dunng the pendency of the Debtors” bankruptey cases to the following

modifications:

fa) subject lo the provisions of subparagraph (c), infia, the Debtors are authorized
te indemnity, and shall indemnify, Houlihan Lokey in accordance with the
Engagetnent Letter for any claim arising from, related to, or in connection
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(b)

(d)

with the services provided for in the Engagement Letter, but not for any claim
arising from, related to, or in connection with Houlihan Lokey’s postpetition
performance of any other services unless such postpetition scrvices and
indemnification theretore are approved by the Bankruptey Court;

notwithstanding any provisions of the Engagement Letter to the contrary, the
Debtors shall have no obligation to indemnify Houlihan Lokey or provide
contribution or reimbursement to Houlihan Lokey (1) for any claim or expense
that 15 judicially determined (the determination having become final) to have
arisen from Houlihan Lokey's bad faith, self dealing, breach of fiduciary duty
(if any), gross negligence, or willful misconduct, (ii) for a contractual dispute
in which the Debtors allege the breach of Houlihan Lokey’s contractual
obligations unless the Court determmines that indemnification, contribution, or
reimbursement would not be prohibited by In re United Artists Theatre
Company. ¢t al,, 315 F.3d 217 (3d Cir. 2003), or (i1} for any claim or expense
that is scttled prior to a judicial delermination as to the exclusions set forth in
clawses (1) and (i1) above, but determined by the Court, after notice and a
hearing pursuant to subparagraph (c), infra, to be a claim or expense for which
Houlihan Lokey should not reccive indemnity, contribution or reimbursement
under the terms of the Engagement Letter, as modified by this Order;

if, before the carlier of (i) the entry of an order confirming a chapter 11 plan in
these cases (that order having become a final order no longer subject to
appeal), and (11) the entry of an order cleosing these chapter 11 cases, Houlihan
Lokey believes that it is entitled to the payment of any amounts by the
Debtors on account of the Debtors’ indemmnification, contribution and/or
reimbursement obligations under the Engagement Letter, including without
limitation the advancement of defense costs, loulihan Lokey must filc an
application therefore in this Court, and the Debtors may not pay any such
amounts to Houlihan Lokey before the entry of an order by this Court
approving such payment. This subparagraph (¢) is intended only to specify
the period during which the Court shall have jurisdiction over any request for
indemnification, contribution or reimbursement by Houlihan Lokey and not a
provision limiting the duration of the Debtors’ obligation to indermmify
Houlihan Lokey; and

any limitation on liabilily pursuant to the terms of the Engagement Letter shall
be eliminated.

T'o the extent requested in the Application as modified by this Order, Floulihan

Lokey is excused from complying with the infommation requirements contained in Local Rule

2(116-2(d). Houlihan agrees to maintain records of cstimated timc expended on general daily



aclivities in connection with these chapter 11 cases on a daily basis (without project categories)
in half an hour increments.

7. Section 4 of the Engagement Letter 1s modified to provide that, if Houlihan Lokey
believes that it 1s entitled to the payment of a Restructuring Fee within a 12 month period
following the termination or expiration of the Engagement Letter, Houlihan Lokey shal! filc an
appheation with the Court for approval of such payiments on notice and with an opportunity for
parties in interest Lo {ile objections to such Restructuring Fee. Any such application for payment
of a Restructuring Fee shall be subject to review only pursuant to the standards set forth in
section 328(a) of the Bankruptey Code and not subject to the standard of review sct forth in
section 330 of the Bankruptcy Code, provided however, that the United States Trustee retains the
right to object to the Restructuring Fee based on the reasonableness standard provided for in
section 330 of the Bankrptcy Code.

8. Section 6 of the Engagement Letter is modified to provide that Houlihan Lokey
shall only seek reimbursement of expenses incurred solely in connection with services
performed in these chapter 11 cases.

9. Houlihan Lokey shall be compensated in accordance with the procedures sct
torth in the applicable provisicns of the Bankruptey Code, the Bankruptey Rules, the Local
Rules, this Ovder and any other applicable orders of this Court.

10. This Court shall retain jurisdiction to construe and enforce the terms of this Order.

Dated: November b , 2008

THE I UNORAB KHVIN J. CAR
UNIT STATES ANKRUPTCY I -



