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THIS DISCLOSURE STATEMENT SUMMARIZES CERTAIN PROVISIONS OF THE
DEBTORS’ AND OFFICIAL COMMITTEE OF UNSECURED CREDITORS’ FIRSTSECOND AMENDED
JOINT PLAN OF REORGANIZATION OF FLEMING COMPANIES, INC. AND ITS FILING
SUBSIDIARIES UNDER CHAPTER 11 OF THE UNITED STATES BANKRUPTCY CODE (“PLAN™) AS
WELL AS CERTAIN OTHER DOCUMENTS AND FINANCIAL INFORMATION. THE FINANCIAL
INFORMATION SUMMARIES AND OTHER DOCUMENTS ATTACHED HERETO OR
INCORPORATED BY REFERENCE HEREIN ARE QUALIFIED IN THEIR ENTIRETY BY
REFERENCE TO THOSE DOCUMENTS. IN THE EVENT OF ANY INCONSISTENCY OR
DISCREPANCY BETWEEN A DESCRIPTION IN THIS DISCLOSURE STATEMENT AND THE TERMS
AND PROVISIONS OF THE PLAN, OR THE OTHER DOCUMENTS AND FINANCIAL INFORMATION
INCORPORATED HEREIN BY REFERENCE, THE PLAN OR THE OTHER DOCUMENTS AND
FINANCIAL INFORMATION, AS THE CASE MAY BE, SHALL. GOVERN FOR ALL PURPOSES.
CAPITALIZED TERMS USED HEREIN BUT NOT DEFINED HEREIN SHALL HAVE THE MEANINGS
SET FORTH IN THE PLAN.

THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED OR DISAPPROVED BY THE
UNITED STATES SECURITIES AND EXCHANGE COMMISSION (THE “SEC”), ANY CANADIAN
SECURITIES ADMINISTRATOR (“CSA”) OR ANY STOCK EXCHANGE, NOR HAS THE SEC, ANY
CSA OR ANY STOCK EXCHANGE PASSED UPON THE ACCURACY OR ADEQUACY OF THE
STATEMENTS CONTAINED HEREIN,

MOREOVER, THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE, AND MAY NOT
BE CONSTRUED AS, AN ADMISSION OF FACT; OR LIABILITY, A STIPULATION OR_A WAIVER
BUT RATHER SHOULD BE CONSTRUED AS A STATEMENT MADE IN SETTLEMENT
NEGOTIATIONS RELATED TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS AND OTHER
PENDING OR THREATENED LITIGATION OR ACTIONS.

THE DEBTORS MAKE THE STATEMENTS AND PROVIDE THE FINANCIAL INFORMATION
CONTAINED HEREIN AS OF THE DATE HEREOF UNLESS OTHERWISE SPECIFIED. HOLDERS OF
CLAIMS AND EQUITY INTERESTS REVIEWING THIS DISCLOSURE STATEMENT SHOULD NOT
INFER AT THE TIME OF SUCH REVIEW THAT THE FACTS SET FORTH HEREIN HAVE NOT
CHANGED SINCE THE DATE HEREOF UNLESS SO SPECIFIED. EACH HOLDER OF AN IMPAIRED
CLAIM ENTITLED TO VOTE SHOULD THEREFORE CAREFULLY REVIEW THE PLAN, THIS
DISCLOSURE STATEMENT AND THE EXHIBITS TO BOTH DOCUMENTS IN THEIR ENTIRETY
BEFORE CASTING A BALLOT. THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE LEGAL,
BUSINESS, FINANCIAL OR TAX ADVICE. ALL PERSONS DESIRING SUCH ADVICE OR ANY
OTHER ADVICE SHOULD CONSULT WITH THEXR OWN ADVISORS.

NO PARTY IS AUTHORIZED TO PROVIDE TO ANY OTHER PARTY ANY INFORMATION
CONCERNING THE PLAN OYHER THAN THE CONTENTS OF THIS DISCLOSURE STATEMENT.
THE DEBTORS HAVE NOT AUTHORIZED ANY REPRESENTATIONS CONCERNING THE DEBTORS
OR THE VALUE OF THEIR PROPERTY OTHER THAN THOSE SET FORTH IN THIS DISCLOSURE
STATEMENT. HOLDERS OF CLAIMS SHOULD NOT RELY ON ANY INFORMATION,
REPRESENTATIONS OR INDUCEMENTS MADE TO OBTAIN YOUR ACCEFPTANCE OF THE PLAN

THAT ARE OTHER THAN, OR INCONSISTENT WITH, THE INFORMATION CONTAINED HEREIN
AND IN THE PLAN.

THE DEBTORS’ MANAGEMENT HAS REVIEWED THE FINANCIAL INFORMATION
PROVIDED IN THIS DISCLOSURE STATEMENT. ALTHOUGH THE DEBTORS HAVE USED THEIR
BEST EFFORTS TO ENSURE THE ACCURACY OF THIS FINANCIAL INFORMATION, THE
FINANCIAL INFORMATION CONTAINED IN, OR INCORPORATED BY REFERENCE INTO, THIS
DISCLOSURE STATEMENT HAS NOT BEEN AUDITED.

1ii




UNLESS OTHERWISE SPECIFIED, ALL REFERENCES TO “DOLLARS” OR “$” SHALL BE
DEEMED TO REFER TO UNITED STATES DOLLARS.

ALL CAPITALIZED TERMS IN THIS DISCLOSURE STATEMENT THAT ARE NOT
OTHERWISE DEFINED HEREIN HAVE THE MEANINGS GIVEN TO THEM IN THE PLAN.
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I. SUMMARY

On the Petition Date, the following companies filed petitions under chapter 11 of title 11 of the United
States Code (the “Bankruptcy Code™) in the United States Bankruptcy Court for the District of Delaware: Core-
Mark Intemnational, Inc.; Fleming Companies, Inc.; ABCO Food Group, Inc.; ABCO Markets, Tnc.; ABCO Realty
Corp.; ASI Office Automation, Inc.; C/M Products, Inc.; Core-Mark Interrelated Corpanies, Inc.; Core-Mark Mid-
Continent, Inc.; Dunigan Fuels, Inc.; Favor Concepts, Ltd.; Fleming Foods Management Co., O.K., Fleming Foods
of Texas, L.P.; Fleming International, Ltd.; Fleming Supermarkets of Florida, Inc.; Fleming Transportation Service,
Inc.; Food 4 Less Beverage Company, Inc.; Fuelserv, Inc.: General Acceptance Corporation; Head Distributing
Company; Marquise Ventures Company, Inc.; Minter-Weisman Co.; Piggly Wiggly Company; Progressive Realty,
Inc.; Rainbow Food Group, Inc.; Retail Investments, Inc.; Retail Supermarkets, Inc.; RFS Marketing Services, Inc.;
and Richmar Foods, Inc. Collectively, these entities are referred to herein as the “Debtors.”

The Debtors are operating their businesses and managing their properties as debtors and debtors-in-
possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code.

As of the Petition Date, the Debtors were one of the largest distributors of consumable goods in the United
States, supplying food, food-related and general merchandise products to approximately 45,000 retail locations
throughout the continental United States, Hawaii, Western Canada, and the Caribbean, with distribution centers
throughout the country. As of the Petition Date, the Debtors employed over 15,000 people.

As of the Petition Date, the Debtors’ distribution business operated within two overall lines of business —
(1) wholesale grocery distribution (the “Wholesale Distribution Business” , which supplied a full line of products to
grocery stores, discount stores, supercenters and specialty retailers, and (ii) convenience store wholesale distribution
(“Fleming Convenience™), which supplied (and continues to supply} products to traditional convenience retailers.
The majority of Fleming Convenience is operated under the corporate name of Core-Mark International, Inc. and its
subsidiaries Core-Mark Interrelated Companies, Inc., Core-Mark Mid Continent Inc., Minter-Weisman Co., and_
Head Distributing Co., and the Debtors’ other related convenience store operations. Pursuant to section 363 of the
Bankruptcy Code, the Bankruptcy Court approved the sale of the Wholesale Distribution Business to C&S
Acquisition, LLC (C&S), which sale closed on August 23, 2003 and generated an initial net amount of $237 million
and is expected to generate additional sums in the future for the Debtors’ estates. The sale to C&S did not include or
otherwise affect the assets of Fleming Convenience, By the proposed_Second Amepnded Joint Plan of
Reorganization (the “Plan”), the Debtors seek to reorganize their operations around Fleming Convenience.

The Debtors’ third line of business, consisting of retail operations, has been discontinued, and the Debtors
have either sold or closed all of their retail grocery stores.

Chapter 11 of the Bankruptcy Code aHlows a debtor to sponsor a plan of reorganization that proposes how
to dispose of a debtor’s assets and treat claims against, and interests in, such debtor. A plan of reorganization
typically may provide for a debtor-in-possession to reorganize by continuing to operate, to liquidate by selling assets
of the estate or to implement a combination of both. As mentioned above, the Plan is a reorganizing plan.

Why You Are Receiving This Docoment

The Bankruptcy Code requires that the party proposing a chapter 11 plan of reorganization prepare and file
with the Bankruptcy Court 2 document called a “disclosure statement” THIS DOCUMENT IS THE
DISCLOSURE STATEMENT (THE “DISCLOSURE STATEMENT™) FOR THE PLAN. THE
DISCLOSURE STATEMENT INCLUDES CERTAIN EXHIBITS-ANB—A SUPPLEMENT, EACH OF
WHICH IS INCORPORATED HEREIN BY REFERENCE.

Please note that any terms not specifically defined in this Disclosure Statement have the meanings
ascribed to them in the Plan, and any conflict arising therefrom shall be governed by the Plan.

This Disclosure Statement summarizes the Plan’s content and provides information relating to the Plan and
the process the Bankruptcy Court will follow in determining whether to confirm the Plan. The Disclosure Statement




also discusses the events leading to the Debtors” filing their Chapter 11 Cases, describes the main events that have
occurred in the Debtors” Chapter 11 Cases, and, finally, surnmarizes and apalyzes the Plan. The Disclosure
Statement also describes certain potential U.S. and Canadian Federal income tax consequences to Holders of Claims
and Equity Interests, voting procedures and the confirmation Process.

The Banhruptey Code requires a disclosure siatement to contain “adequate information” concerning the
Plan. In other words, a disclosure statement must contain sufficient information to enable parties who are
affected by the Plan to vote intelligently for or against the Plan or object to the Plan, as the case may be. The
Bankruptcy Court has reviewed this Disclosure Statement and has determined that it contains adequate
information and may be sent to you te solicit your vote on the Plan,

All Creditors should carefully review both the Disclosure Statement and the Plan before voting to accept or
reject the Plan. Indeed, Creditors should not rely solely on the Disclosure Statement but should also read the Plan,

Moreover, the Plan provisions will govern if there are any inconsistencies between the Plan and the Disclosure
Statement.

A Plan Overview

I. Purpose - Reorganization

The purpose of the Plan is to provide the Debtors with a capital structure that can be supported by
cash flows from operations. The Debtors believe that the reorganization contemplated by the Plan is in the best
interests of their creditors as a whole. If the Plan is not confirmed, the Debtors believe that they will be forced either
to file an altemate liquidating plan of reorganization or fo liquidate under Chapter 7 of the Bankruptcy Code. In
cither event, the Debtors believe that the Debtors’ unsecured creditors would realize a less favorable distribution of
value, or, in certain cases, none at all, for their Claims. See Article K-FII hereof and the Liguidation Values set
Jorth in the Best Interest Test analysis in-the-Disclosure-Statemen Erg Exhibit 4
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2. Substantive Consolidation

On the Effective Date, each of the Debtors’ estates will be substantively consolidated pursuant to
section 105(a) of the Bankruptcy Code for the limited purposes of allowance, treatment and distributions under the
Plan. As a result of the substantive consolidation, on the Effective Date, all property, rights and claims of the

Debtors shall be deemed pooled for purposes of allowance, treatment and distributions under the Plan. See Section
VIF.21 hereof.

3. Creation of Core-Mark Newco and the Post Confirmation Trust

The Plan will provide for the reorganization of the Debtors centered around theis Fleming
Convenience businesses through the formation of a new entity, Core-Mark Newco, as outlined in more detail in
Section VL.B.2_heye igns * re ing : iabili ill_be transferred. to the

| Unclassified
Claims®

Administrative




Plan Treatment ;"

Claims:2 Subject to the provisions of sections 330(a) and 331 of the Bankruptcy Code, each Holder of an
Allowed Administrative Claim, including Holders of Allowed Approved Trade Creditor Lien
Claims, but excluding Claims for Professional Fees, will be paid the full unpaid amount of such
Allowed Administrative Claim in Cash (i) on the Effective Date or as soon as practicable
thereafter, or (ii) if such Administrative Claim is Allowed after the Effective Date, as soon as
practicable after the date such Claim is Allowed, or (iii) upon such other terms as may be
agreed upon by such Holder and the applicable Reorganized Debtor or otherwise upon an order
of the Bankruptcy Court; provided that Allowed Administrative Claims including Allowed
Approved Trade Creditor Lien Claims representing obligations incurred in the crdinary course
of business or otherwise assumed by the Debtors or Reorganized Debtors pursuant hereto will
be assumed on the Effective Date and paid or performed by the applicable Reorganized Debtor
when due in accordance with the terms and conditions of the particular agreements governing
such obligations.
Except as provided in the Plan, Holders of Administrative Claims that arose on or before
Octnber 3]’ 2003 shal ean-Administrabive Claim-on-—o bafore—the i A desinistrative
Datepursuant-to yhich the First Administrative Bar Date Order—Exceptas provided-inthe
Plandid _not apply and Holders of Administrative Claims that arose after October 31, 2003
that have not been paid as of the Effective Date, must file an Administrative Claim by the
Second Administrative Bar Date. If an Administrative Claim is not timely filed by the First
Administrative Bar Date or the Second Administrative Bar Date, as applicable, then such
Administrative Claim shall be forever barred and shall not be enforceable against the Debtors
or the Reorganized Debtors, their successors, their assigns or their property. The foregoing
requirements to file Administrative Claims by the relevant bar date shall pot apply to the
(1) Administrative Clainos of Professionals retained pursvant to sections 327-and327, 328 angd,
363 of the Bankruptcy Code; (ii) expenses of members of the Official Committee of Unsecured_
edj and_the Offjcial Con Reclamation, Creditors; (iii) all fees payable and
unpaid under 28 U.S.C. § 1930; (iv) any fees or charges assessed against the estates of the |
Debtors under 28 U.S.C. § 123; (v) Intercompany Claims between Debtors and their affiliates;
and (vi) Administrative Claims arising in the ordinary course of business relating to inventory,
services or supplies provided by trade vendors or service providers which are paid or payable
by the Debtors in the ordinary course of business. An objection to an Administrative Claim
filed pursuant to this provision must be filed and properly served within 220 days after the
Effective Date. The Debtors and the Post Confinmation Trustee, as applicable, reserve the Tight
to seek an extension of such time to object.
All Professionals that are awarded compensation or reimbursement by the Bankmuptcy Court in
accordance with sections 330, 331 or 363 of the Bankruptcy Code that are entitled to the
priorities established pursuant to sections 503(b)(2), 503(b)(3), 503(b)(4), or 503(b)(5) of the
Bankruptcy Code, shall be paid in full, in Cash, the amounts allowed by the Bankruptcy Court:
{2) on or as soon as reasonably practicable following the later to occur of (i) the Effective Date;
and (ii) the date upon which the Bankruptcy Court order allowing such Claim becomes a Final
Order; or (b) upen such other terms as may be mutually agreed upon between such Professional
and the Reorganized Debtors. On or before the Effective Date and prior to any distribution
being made under the Plan, the Debtors shall escrow into the Professional Fee Escrow Account,

()10 Ang 3l ee of Re

2 Includes any claim for costs and expenses of administration pursuant to Sgections 503(b), 507(a}{1), 507(b) or

1114(e)(2) of the Bankruptcy Code, including, but not limited to: (z) the actual and necessary costs and expenses
incurred after the petition date of preserving the estates and operating the businesses of the Debtors (such as wages,
salaries or commissions for services and payments for goods and other services and leased premises);

(b) compensation for legal, financial advisory, accounting and other services and reimbursernent of expenses
awarded or allowed pursuant to Sgections 328, 330(a) or 331 of the Bankruptcy Code or otherwise for the period
commencing on the petition date and ending on the effective date of the Plan; and (c) all fees and charges assessed
against the estates pursuant to Chapter 123 of Title 28 United States Code, 28 U.S.C. §§ 1911 through 1930. This
excludes Reclamation Claims,
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Plan Treatment

the Carve Out and the Addmonal Carve-Out as outlmed in the Final DIP Order and any
additional estimated accrued amounts owed to Professionals through the Effective Date.

Except as otherwise provided by Court order for a specific Professional, Professionals or other
entities requesting compensation or reimbursement of expenses pursuant to sections 327, 328,
330, 331, 503(b) and 1103 or 363 of the Bankrupicy Code for services rendered prior to the
Confirmation Date must file and serve an application for final allowance of compensation and
reimbursement of expenses no later than forty-five (45) days after the Effective Date. All such
applications for final allowance of compensation and reimbursement of expenses will be subject
to the authorization and approval of the Court. Any objection to the Claims of Professionals
shall be filed on or before thirty (30) days after the date of the filing of the application for final
compensation.

Allowed Administrative Claims which shall be paid in full under the Plan are currently
estimated to be in the range of $96—$135,Q% million as of the Effective Date

Priority Tax
Claims

gggmmgghm_gmm deferred Cash payments over a penod notto exceed six years
after the date of assessment m—aeeerdanee—wﬁhé—l—l—l%a)@-)ée)—of the Baal&upter@eée—mﬂa—

Allowed Prionty Tax ¢ Clalms MmMare currently
estimated to be in the range of $10]] to $2013 million as of the Effective Date.3

DIP Claims: On the Effective Date, or as soon as practicable thereafier, each Holder of an Allowed DIP
Claitn shall be paid in full in Cash in full satisfaction, settlement, release and discharge of and
in exchange for each and every Allowed DIP Claim, unless such Holder consents to other

3 This estimate does not include account payable and accrued liabilities incurred in the ordinary course of business

and carried through the Effective Date by Core-Mark Newco.

"GN
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CFClaims” - | : -~ Plan.Treatment ;. .
treatment. B
Allowed DIP Claims, which are comprised of letters of credit outstanding and which shall
be pajd in full under the Plag, are currently estimated to be in the range of $130-3135-25
to 30 million, as of the Effective Date.
: "¢, Plan‘Treatment ..~
“Class. | - Clalm
1{A) Other Priority Non— =
Tax Claims & i hi aid—in ﬁ11] safzsfacnon,
scttlement, release_, and d1scha1ge of; and in exchange for,, eachmggg;
mu;mmumm unless suchthe Holder agreesgonsents to
other treatment. The class is unimpaired and is deemed to accept.
Date.
Clai
2 Pre-Petition On the Effective Date, or as soon as practicable thereafter unless such Holder
Lenders’ Secured consents to other treatment, each Holder of an Allowed Pre-Petition I.enders’
Claims Secured Claim shall be paid in full and shall either (i) assign its liens in the
Debtors® asscts to the lender under the Exit Financing Facility—Agreemsent or
(ii} assign its lens in the Debtors’ assets to Core-Mark Newco which liens as
-assigned shall have the same validity and priority as such liens held by the Holders
of the Class 2 Claims, and which liens as assigned shall be subject to further
transfer to the Post Confinnation Trust, as applicable. The class is unimpaired
and is deemed to accept.
Allowed Class 2 Claims C aid_i
currently estimated to be 3929.“&% as of the Effectlve Date
3
3(A) | Other Secured On the Effective Date or as soon as practicable thereafter, each Holder of an
Claims that are not | Allowed Other Secured Claim i (e.g. PMSI Holders,
i equipment financing Jenders, etc.) shall receive one of the following treatments, at

-5
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the Debtors’ option, such that they shall be rendered unimpaired pursuant to section
1124 of the Bankruptcy Code: (i) the payment of such Holder’s Allowed Other
Secured Claim in full, in Cash; (ii)_payment of the sale or disposition proceeds of
the property securing such Allowed Other Secured Claim to the extent of the value
of the Holder’s interest in such property; or (iii) the surrender to the Holder of the
property securing such Claim. The class is unimpaired and is deemed to aceept.

Allowed Class 3(A) Claims are currently estimated to be in the range of
$750,000 to $2 million as of the Effective Date.

3(B)

Approved Trade
Creditor
Reclamation Lien
Claims

On the Effective Date, or as soon as practicable thereafter—Gore-Mark Neweo-er
the Post Confirmation Trust;-as-applicable; shall issue a-promissory-netethg Class

in faver of the Holders of Allowed Approved Trade
Creditor Reclamation Lien Claims in the estimated aggregate amount of such
Allowed Claims : : itj ined i :

[ d 114} DILGITIONS O 10 1 ]

I ed Interests T ) (with the ests to be reissued as such Claims
are Allowed by Final Order or seftlement) and grant a first priority lien to such
Holders on the Post Confirmation Trust Distributable Assets entitling each Holder
of an Allowed Approved Trade Creditor Reclamation Lien Claim to its Ratable
Proportion of the Post Confirmation Trust Distributable Assets up to the total
amount of each Holders' Allowed Approved Trade Creditor Reclamation Lien
Claim, in full satisfaction, settlement, release and discharge of each Allowed
Approved Trade Creditor Reclamation Lien Claim, unless such Holder agrees to
other treatment, and subject at the Debtors® option, to reduction for unpaid post-
petition deductions, preference payments and other applicable setoff rights, _As_

1a1i1ons 11y i 1 P 0 I E=1V]

vote.

Allowed Class 3(B) Claims are currently estimated to be in the range of $13-

$9243 to 55 million prj

3(C)

DSD Trust Claims

eachEgch Holder of an Allowd DSD Trust Claim shall be paid in full satisfaction,
settlement, release and discharge of each Allowed DSD Trust Claim in Cash in-full-

The DSD Settlement Fund shall be in the of $0-16-$2217.5 miltion-
as-ofthe Effective Date,

PACA/PASA

kn &
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full satisfaction, setflement, release, and discharge of, and in exchange
for, each amd—every—Allowed PACA/PASA Claim in—Cash—in—full Som the

currently estimated to be in the rnge of $9-8 to $14 million as of theecive
Date.

5 Valid Reclamation
Claims that are not
Class 3(B) Claims

To the extent the Court determines that the Holders of Reclamation Claims that are
not Class 3(B) Claims are entitled to priority treatment, on the Effective Date, or as
soon as practicable thereafter, Gore-Mark Newee-or-the Post Confirmation Trust;-as-

applicable, shall issue a-premissory-aotethe Clags 5 Preferred Interests in favor of
such Holders in the estimated aggregate amount of their Allowed Claims {with the

[LETES 0 UL TEL 1

settlement) and grant | prio

1ch Alms 2 Allowed b

second pority lien on Pos

t Confirmation Trust
Distributable Assets entitling each Holder to its Ratable Proportion of the Post

Confirmation Trust Distributable Assets, after all Class 3(B) Claims are paid in full.

1 the Class 5 Preferre m.Sheet,
Court denies the Holders of Reclamation Claims that are not Class

In the event

3(B) Claims priority treatment, such Reclamation Claimns shall be treated as Class 6
Claims hereunder:

gl He JUCTS OF 8 JdSS O ALl
Allowed Class 5 Claims are
$15080 million prio i

I80-

LED 1L111 0

6 General Unsecured
Claims other than
Convenience Claims

On the Effective Date, or as soon as practicable thereafter, each Holder of an
Allowed General Unsecured Claim other than Convenience Claims, shall be paid in
full satisfaction, settlement, release, and discharge of and in exchange for each and
every Allowed General Unsecured Claim other than Convenience Claims, at the
Debtors’ option, in one or a combination of the following manners: (i) issuance of

a Ratable Proportion of the New Common Stock subject to dilution from the

4

.

2 Tieal

Includes claims asserted pursuant to the Perishable Agricultural Commodities Act, 7U.8.C. §499a et seq.
(“4PACA™?), the Packers and St
5 3 pe HRe-DNOYarbha

ockyard Act, 7 U.8.C. §181 et seq. ("“PASA™), or state statutes or s

ar import.

1\Flerming\dise) WFod-First-A




__._Clas's ‘ Claim T

-+ Plan Treatment
. ‘--»‘""i)‘l'-Class-_T' S

issuance of warrants to the Tranche B Lenders

Offering;-if applicable;and through the Management Incentive Plan; and/or (ii) in
the event the Debtors, with the consent of the Creditors Committee, clect to sell
some or all of their assets as outlined herein,a Ratable Proportion of Cash
remaining from the sale of such assets after all of the Allowed Unclassified Claims
and Claims of Holders in Classes 1 through 5 have been satisfied in full.

As additional consideration, each Holder of an Allowed General Unsecured Claim
shall be entitled to a Ratable Proportion of Excess Proceeds (as defined in the Post
Confirmation Trust Agreement), if any, available from the Post Confirmation Trust
after payment by the Post Confirmation Trust of all claims and obligations regquired
to be made by the Post Confirmation Trust under the Plan, the Post Confirmation
Trust Agreement, or otherwise, as set forth in the Post Confirmation Trust
Agreement.—Eurther;-in-the-event-the Debtors-utilize a Righ ering;-each Helde

3o peroH . = =.-' 5

The class is impaired and js entitled to vote,

Allowed Class. 6 Claims are currently estimated to be in the ra
billion as of the Effective Date._ Base is_gsti

nge of $2.6-$3.2

nge of Allowe(

tiv

7 Convenience Claims

On or as soon as practicable after the Effective Date, each Holder of an Allowed
Class 7 Claim shall receive, in full and final satisfaction of such claim, a cash
distribution equal to 10% of the amount of its Class 7 Claim, provided however, the
aggregate amount of such Allowed Class 7 Claims shall not exceed $10,000,000. If
the aggregate amount of the Allowed Class 7 Claims exceeds $10,000,000, each
Holder of an Allowed Class 7 Claim shall receive its Ratable Proportion of
$1,000,000. The class is impaired and is entitled to vote.

Allowed Class 7 Claims are currently estimated te be in the range of $5-810
million as of the Effective Date.

8§ Equity Interests:

Receives no distribution and are canceled.
The class is fully impaired and deemed to reject.

9 Intercompany

Receives no distribution and are canceled.

Claims The class is fully impaired and deemed to reject.
10 | Other Securities Receives no distribution and are cancelled and discharged. The class is fully
Claims and Interests | impaired and deemed to reject.

THE BANKRUPTCY COURT HAS NOT YET CONFIRMED THE PLAN DESCRIBED IN
THIS DISCLOSURE STATEMENT. IN OTHER WORDS, THE TERMS OF THE PLAN ARE NOT YET
BINDING ON ANYONE. HOWEVER, IF THE BANKRUPTCY COURT LATER CONFIRMS THE PLAN,
THEN THE PLAN WILL BE BINDING ON ALL CLAIM AND EQUITY INTEREST HOLDERS.




5. Executory Contracts and Unexpired Leases

Immediately prior to the Confirmation Date, except as otherwise provided herein, all executory

‘contracts or unexpired leases of the Debtors will be deemed rejected in accordance with the provisions and

requirements of sections 365 and 1123 of the Bankruptcy Code except those executory contracts and unexpired
leases that (i} have been previously rejected or assumed by Order of the Bankruptcy Court, (ii) are subject to a
pending motion to reject or assume;_or (iii) are executorycontsasis-and-unexpired-leases-related to-the-Wholesale

netyetexpired-or (iv)-are-specifically listed on the Assumption Schedule fo be filed with the Plan-SupplementCourt
15 days prior to the Voting Deadline. The Debtors, with the consent of the Creditors’ Committee, reserve the
right for 30 days after the Confirmation Date to modify the Assumption Schedule to add Executory Contracts or
Leases or remove Executory Contracts or Leases from such Assumption Schedule. The Debtors shall provide
appropriate notice to any party added or removed from the Assumption Schedule after the Confirmation Date, and
any such party removed from the Assumption Schedule shall have thirty days from the receipt of such notice to file a
proof of claim with the Bankruptcy Court.

B. Voting and Confirmation

Each Holder of 2 Claim in Classes 1(B), 3(B), 3(C), 5, 6 and 7 will be entitled to vote either to accept or
reject the Plan. Classes_1(B), 3(B), 3(C), 5, 6 and 7 shall have accepted the Plan if: (i) the Holders of at least two-
thirds in dollar amount of the Allowed Claims actually voting in each such Class have voted to accept the Plan and
(ii) the Holders of more than one-half in number of the Allowed Claims actually voting in each such Class have
voied to accept the Plan. Assuming the requisite acceptances are obtained, the Debtors intend to seek confirmation
of the Plan at the Confirmation Hearing scheduled to commence on [ 1, 2004 before the Bankruptcy Court.
Notwithstanding the foregoing, the Debtors will seek Confirmation of the Plan under section 1129(b) of the
Bankruptcy Code with respect to the Irnpaired Classes presumed to reject the Plan and reserve the right to do so with
respect to any other rejecting Class or to modify the Plan in accordance with Article XIILD of the Plan,

" Article TII of this Disclosure Statement specifies the deadlines, procedures and instructions for voting to

- accept or reject the Plan and the applicable standards for tabulating Ballots. The Bankruptcy Court has established

[ I, 2004, (the “Voting Record Date™) as the date for determining which Holders of Claims are eligible to
vote on the Plan. Ballots will be majled to all registered Holders of Claims as of the Veting Record Date who are
entitled to vote to accept or reject the Plan. An appropriate return envelope will be included with your Ballot, if
necessary. Beneficial Holders of Claims who receive a return envelope addressed to their bank, brokerage firm or
other Nominee, or any agent thereof, (each, a “Nominee) should allow sufficient time for the Nominee to receive
their votes-and, process them on a Master Ballot_g : : : igita i \gent before the Voting
Deadline, as defined below.

The Debtors have engaged the Solicitation Agent to assist in the voting process. The Solicitation Agent
will answer questions, provide additional copies of all materials and oversee the voting tabulation. The Solicitation
Agent will also process and tabulate ballots for each Class entitled to vote to accept or reject the Plan. The
“Solicitation Agent” is Bankruptcy Management Corporation, 1330 E. Franklin Avenue, El Segundo, California
50245, (888) 909-0104 (toll free).
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C. Risk Factors

Prior to deciding whether and how to vote on the Plan, each Holder of a Claim should consider carefully all
of the information in this Disclosure Statement and should particularly consider the Risk Factors described in Article
IX hereof.

D.  E-Disclaimer

1. Read This Disclogure Statement And The Plan Carefillly

All creditors are urged to carefully read this Disclosure Statement, with all attachments and enclosures, in
theirjty cntirety, in order to formulate an informed opinion as to the manner in which the Plan affects their Claims
against the Debtors and to determine whether to vote to accept the Plan.

You should also read the Plan carefully and in its entirety. The Disclosure Statement contains a surnmary of
the Plan for your convenience, but the tenms of the Plan, itself, supersede and control the summary.

In formulating the Plan, the Debtors relied on financial data derived from their books and records. The
Debtors therefore represent that everything stated in this Disclosure Statement is true to the best of their knowledge.
We nonetheless cannot, and do not, confirm the current accuracy of all statements appearing in this Disclosure
Statement.

The discussion in this Disclosure Statement regarding the Debtors 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,” “expect,” “belicve,” “anticipate,” “estimate” or “continue™ or the negative thereof or
other varjations thereon or comparable terminology. The reader is cautioned that all forward looking statements are
necessarily speculative, and there are certain tisks and uncertainties that could cause actual events or results to differ
materially from those referred to in such forward looking statements. The liquidation analyses, distribution
projections and other information are estimates only, and the timing and amowmtg of actual distributions to creditors
may be affected by many factors that cannot be predicted. Therefore, any analyses, estimates or recovery projections
may or may not tam out to be accurate. .

NOTHING CONTAINED IN THIS DISCLOSURE STATEMENT IS, OR SHALIL BE DEEMED TO
BE, AN ADMISSION OR STATEMENT AGAINST INTEREST BY THE DEBTORS FOR PURPOSES OF
ANY PENDING OR FUTURE LITIGATION MATTER OR PROCEEDING.

ALTHOUGH THE ATTORNEYS, ACCOUNTANTS, ADVISORS AND OTHER
PROFESSIONALS EMPLOYED BY THE DEBTORS HAVE ASSISTED IN PREPARING THIS
DISCLOSURE STATEMENT BASED UPON FACTUAL INFORMATION AND ASSUMPTIONS
RESPECTING FINANCIAL, BUSINESS AND ACCOUNTING DATA FOUND IN THE BOOKS AND
RECORDS OF THE DEBTORS, THEY HAVE NOT INDEPENDENTLY VERIFIED SUCH
INFORMATION AND MAKE NO REPRESENTATIONS AS TO THE ACCURACY THEREOF. THE
ATTORNEYS, ACCOUNTANTS, ADVISORS AND OTHER PROFESSIONALS EMPLOYED BY THE
DEBTORS SHALL HAVE NO LIABILITY FOR THE INFORMATION IN THIS DISCLOSURE
STATEMENT.

THE DEBTORS AND THEIR PROFESSIONALS ALSO HAVE MADE A DILIGENT EFFORT TO
IDENTIFY IN THIS DISCLOSURE STATEMENT AND IN THE PLAN PENDING LITIGATION CLAIMS
AND PROJECTED CAUSES OF ACTION AND OBJECTIONS TO CLAIMS. HOWEVER, NO




RELIANCE SHOULD BE PLACED ON THE FACT THAT A PARTICULAR LITIGATION CLAIM OR
PROJECTED CAUSE OF ACTION OR OBJECTION TO CLAIM IS, OR IS NOT, IDENTIFIED IN THIS
DISCLOSURE STATEMENT OR THE PLAN. THE DEBTORS, THE REORGANIZED DEBTORS OR
THE POST CONFIRMATION TRUST MAY SEEK TO INVESTIGATE, FILE AND PROSECUTE
LITIGATION CLAIMS AND PROJECTED CAUSES OF ACTION AND OBJECTIONS TO CLAIMS
AFTER THE CONFIRMATION OR EFFECTIVE DATE OF THE PLAN IRRESPECTIVE OF WHETHER
THIS DISCLOSURE STATEMENT OR THE PLAN IDENTIFIES ANY SUCH CLAIMS, CAUSES OF
ACTION OR OBJECTIONS TO CLAIMS.




IL. RECOMMENDATIONS

A. The Debtors And The Creditors’ Committee Stronply Recommend That You Vote In Favor OF

The Plan

The Debtors and the Creditors’ Comrmittee strongly recommend that you vote in favor of the Plan. Your
vote on the Plan is imporiant. Nonacceptance of the Plan may result in protracted delays, a chapter 7 liquidation or
the confirmation of another less favorable chapter 11 plan. These alternatives may not provide for distribution of as
much value to Holders of Allowed Claims as does the Plan. The Debtors and the Creditors’ Committee believe that
unsecured creditors will receive a greater distribution under the Plan than they would in a chapter 7 liquidation, as
more fully discussed in “Alternatives to the Plan — Liquidation Under Chapter 77 below.
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III.  VOTING ON AND CONFIRMATION OF THE PLAN

A. i Deadline for Voting For or Against lan

If one or more of your Claims is in a voting Class, the Debtors’ soligitation agent, Bankruptcy
Management_Corporation (“Solicitation Agent”) has sent you ome or more individual Ballots, with retumn
envelopes (WITHOUT POSTAGE ATTACHED) for voting to accept or reject the Plan. The Debtors and
Creditors’ Committee urge you to accept the Plan by completing, signing and returning the enclosed Ballot(s) in the
return envelope(s) (WITH POSTAGE AFFIXED BY YQU), to the Solicitation Agent as follows{the“Solicitation-
Agent™):

If by hand delivery/courier: If by U.S. mail:

Bankruptcy Management Corporation Bankruptcy Management Corporation
P.O. Box 900

1330 E. Franklin Avenue El Segundo, CA 90245-0900

El Segundo, CA 90245 Atin: Fleming Solicitation Agent

Attm: Fleming Solicitation Agent

Detailed voting mstructions are printed on and/or accompany each Ballot. Any Ballot and Master Ballot
sent by mail rust be received befere—ﬂ&e—ﬁmt—mm—l—seﬂesaea-by the Sohc:tahon Apgent @Qer—the—VeMg@mdkne—and-




and the Creditors’ Committee. Any Ballot or Master Ballot sent by any other means must be physically received
by the Selicitation Agent or a Nominee, as the case may be, by the Voting Deadline or it shall not be counted. Any
unsigned Ballot or any Ballot that has no original signature, including any Ballot received by facsimile or other
electronic means, or any Ballot with only a photocapy of a signature shall not be counted. Any Ballot that is not
clearly marked as voting for or against the Plan, or marked as both voting for and against the Plan, shall not be
counted. Any Ballot that is properly completed and timely received shall not be counted if such Ballot was sent in
error 1o, or by, the voting party, because the voting party did not have a Claim that was entitled to be voted in the
relevant Voting Class as of the Voting Record Date. A Beneficial Holder (but not an entity voting acting in a
fiduciary capacity and on behalf of more than one Beneficial Holder, such as a Nominee) that is voting more than
one Claim in a Voting Class must vote all of its Claims within a particular Voting Class either to accept or to reject
the Plan and may not split its vote in the same Voting Class, and thus, any Ballot (or Ballots in the same Voting
Class) of a Beneficial Holder that partially rejects and partially accepts the Plan shall be deemed as accepting the
Plan. Whenever a Holder of a Claim in a Voting Class casts more than one Ballot voting the same Claim prior to the
Voting Deadline, the last Ballot physically received by the Solicitation Agent or a Nominee, as the case may be,
prior to the Voting Deadline shall be deemed to reflect the voter’s intent and thus shall supersede and replace any
prior cast Ballot(s), and any prior cast Ballot(s), shall not be counted.__The Debtors, in_copsultation with_the_
g r} [10) [10 - 111l b d C D1 _LIEC & .0 1. JI

The Debtors and the Creditors’ Committee filed their FirstSecond Amended Joint Plan of Reorganization of
Fleming Companies, Inc. and its Filing Subsidiaries Under Chapter 11 of the United States Bankruptcy Code
[Docket No. _]; and the Bankruptcy Court has enfered the Solicitation Order requested thereby, which, among
other things, approved the voting procedures addressed herein. You should carefully read the Solicitation Order,
which is annexed hereto as Exhibit 2. It establishes, among other things: (a)the deadlines, procedures and
instructions for voting to accept or reject the Plan; (b) the Voting Record Date, which is | 1, 2604
(c) the applicable standards for tabulating Ballots; (d) the deadline for filing objections to Confirmation of the Plan;
and (e) the date and time of the Confirmation Hearing (also set forth below).

The Solicitation Order should be referred to if you have any questions concerning the procedures described

herein. If there are any inconsistencies or ambiguities between this Disclosure Statement and the Solicitation Order,
the Solicitation Order will control. i

B. Confirmation Hearing For The Plan

The Bankruptcy Court has set a hearing on the Confirmation of the Plan (the “Confirmation Hearing”) to
consider objections to Confirmation, if any, commencing at _:___.m., Prevailing Eastern Time on >
2004, in the United States Bankruptcy Court, 824 Market Street, Wilmington, Delaware 19801. The Confirmation

Hearing may be adjourned, from time to time, without notice, other than an announcement of an adjourned date at
such hearing or an adjourned hearing, oz ing inuance ’e A

LHOSLINP [] 0n ] AIILCC O LNE S O QOUKhEL.
C. Any Objections To Confirmation Of The Plag

Any responses or objections to Confirmation of the Plan nmst be in writing (with proposed changes to the
Plan being marked for changes, i.e., blacklined against the Plan), and must be filed with the Clerk of the Bankruptcy
Court with a copy to the Court’s Chambers, together with a proof of service thereof, and served on counsel for the
Debtors, counsel for the Committee and the Office of United States Trustee ON OR BEFORE _ 52004
at 5:00 P.M., Prevailing Eastern Time. Bankruptcy Rule 3007 governs the form of any such objection.
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Counsel on whom objections must be served are:

Counsel for the Debtors:

Kirkland & Ellis LLP

200 E. Randolph Drive

Chicago, Illincis 60601

Atm:  Geoffrey A. Richards, Esq.
Janet 8. Baer, Esq.

Counsel for the United States Trustee
Office of the United States Trustee
844 N. King Street, Second Floor
Wilmington, Delaware 19801

Attn:  Joseph McMahon, Esq.

Pachulski, Stang, Ziehl, Young, Jones &
Weintraub P.C.
919 N. Market Street, Sixteenth Floor
Post Office Box 8705
Wilmington, Delaware 19899-8705 (Courier 19801}
Attm:  Laura Davis Jones, Esq.
Christopher J. Lhulier, Esq.

Counsel for the Official Committee of Unsecured Creditors  Pepper Hamilton LLP

Milbank, Tweed, Hadley & McCloy
1 Chase Manhattan Plaza
New York, New York 10005
Atm:  Dennis Dunne, Esqg.
Paul S. Aronzon, Esq.

100 Renaissance Center

Detroit, Michigan 48243

Attn: 1. William Cohen, Esq.
Robert Hertzberg, Esq.

D. Questions About The Disclosure Statement. Plan Or Ballots

You may address any questions you have about this Disclosure Statement, the Plan or your Ballot(s) to

general bankruptey counsel for the Debtors:

Evan R. Gartenlaub, Esq.

Kirkland & Ellis LLP
200 E. Randolph Drive
Chicago, llinois 60601
Adtn:

Tel: (312) 86132612000

Fax: (312) 861-2200
Unsecured creditors may also address any questions

Dennis Dunne, Esq.

Milbank, Tweed, Hadley & McCloy
1 Chase Manhattan Plaza

New York, New York 10005

Tel: (212) 530-5000

Fax:  (212) 530-5219

Email: ddunne@milbank.com

they may have to counsel for the Creditors® Committee:

Dennis S. Kayes, Esq.

Pepper Hamilton LLP

100 Renaissance Center

Detroit, Michigan 48243

Tel: (313)259-7110

Fax:  (313)259-7926

Email: kayesd@pepperiaw.com




Iv. ORGANIZATION AND ACTIVITIES OF THE DEBTORS

A, Operations

As of the Petition Date, Fleming, together with its Debtor and non-debtor affiliates, was an industry leading
distributor of consumable packaged goods in the United States. The Debtors’ distribution business for both the
Wholesale Distribution Business and the Convenience Business involved purchasing, receiving, warehousing,
selecting, loading, delivering and distributing a wide variety of consurnable items including groceries, meat, dairy,
delicatessen products and packaged goods, as well_as a variety of general merchandise such as health and beauty
care items. As of the Petition Date, the Debtors’ distribution network operated through 50 distribution centers. In
2002, the average number of stock-keeping units, or SKUs, carried in the Debtors’ wholesale distribution centers
ranged ﬁ-om 6 000 to 19 000 based on Ihc size and focus ot' the specnﬁc distribution centeerg

Largely independent of its distribution segment, certain of the Debtor entiies also maintained retail
operations. As of the Petition Date, the retail segment operated approximately 100 stores under the Food 4 Less,
Rainbow and yes!LESS® trade names, serving primarily middle and lower income consumers. The Debtors’ retail
establishments were concentrated in Texas, Arizona, Minnesota, New Mexico, Northemn California, Utah, Wisconsin
and Louisiana. The Debtors’ retail operations have been. discontinued, and all of the retail stores have since been
sold or closed.

The Debtors’ corporate headquarters are located in Lewisville, Texas, with accounting and information
techmology operations located in Oklahoma City, Oklahoma. The corporate headquarters of Fleming Convenience,
which is a premier distributor of food and consumer products for convenience stores in North America, are located
in San Francisco, California.

B. Debt Structure
1. Debt

The Debtors, and their non-debtor subsidiaries, historically have generated some of the cash
necessary to finance operations by incurring certain debt obligations primarily through bank loans and through the
issnance of a series of notes under indentures from time to time. Accordingly, the Debtors are party to prepetition
financing arrangements including secured bank debt arising under 2 credit facility and obligations arising under a
series of unsecured indentures. Each of the foregoing types of indebtedness is described more fully below.

2. Secured Debt

On June 183, 2002, Fleming entered into a $975 million secured credlt faclhty thh a syndlcate of
banks ledagented by Deutsche Bank_Trust Company Americas and JP—Morgan,
“Pre-Petition Lenders™) to refinance the then existing $850 million Pre greeme it 2

Under the terms of the Pre-Petition Credit Agreement, the Pre-Petition Lenders made loans and advanccs to Flemmg
and issued or caused to be issued letters of credit on Fleming’s behalf. The loans and advances were secured by
first-prierity security interests and Iiens on all or substantially all of the then existing and after-acquired accounts
receivable, inventory, instruments and chattel paper evidencing accounts receivable (or into which any accounts
receivable have been, or hercafter are, converted), securities, limited Hability company interests, parinership
interests, security entitlements, financial assets and investment property, and all proceeds and products of any and all
of the foregoing (the “Prepetition Collateral”). The Prepetition Collateral includes all of the proceeds of the
Prepetition Collateral; existing before and after the commencement of these Cases.

As of the Petition Date, Fleming’s entire obligation to the Pre-Petition Lenders under the Pre-
Petition Credit Agreement totaled approximately $669604 million. Of this entire obligation, $219 million was
outstanding under the revolving loan, $239 million was outstanding under the term loan, and $146 million was

nutslandmg under certam letters of credlt 1ssued on Flemmg s account M&Mﬁ&m
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f eredit._Of the $609 million outstandmg onthe Petmon Date
anmm&!ﬁz’!%%—?‘%&)mﬂmn fem,!.ﬁ.@ms.t_e.ﬂ.tm outstanding in funded debt op the Effective Date and
Mﬂgﬁg—?—l&mmon femamsg_gmtgg_m_gg outstandmg in prepetlhon letters of credit, ,_\zhm

On April 24, 2003, the Bankruptcy Court approved an interirn “bridge” debtor in possession Joan
facility of $50 million from the Pre-Petition Lenders (Docket No. 565), and on May 7, 2003, the Bankruptcy Court
approved a final debtor in possession loan facility of $150 million (Docket No. 743). Both the interim DIP Credit
Facility and the DIP Credit Facility are subject to borrowing base requirements and are secured by virtually all of the
Debtors® assets on a superpriority basis. The DIP Credit Facility is paid off except for approximately $24-625
million in outstanding letters of credit.

3. Unsecured Debt

Prior to the Petiton Date, Fleming issued a series of unsecured notes under indentures. Each of
these notes is guaranteed by the Fleming Ssubsidiaries.

Outstanding obligations under these indentures are as follows:
® 10 1/8% senior notes due in 2008.

Under an Indenture dated as of March 15, 2001, Fleming issued its 10 1/8% senior notes due in
2008 in a principal amount of $355 million.

®  91/4% senior notes due in 20140.

Under an Indenture dated as of June 18, 2002, Fleming issued its 9 1/4% senior notes due in 2010
in a principal amount of $200 million.

& 10 5/8% senior subordinated notes due in 2007 (two tranches).

Under an Indenture dated as of October 15, 2001, Fleming issued two series of 10 5/8% senior
subordinated notes due in 2007 in a principal amount of $400 million.

® 51/4% convertible senior subordinated notes due in 2009,

Under an Indenture dated as of March 15, 2001, Fleming issued 5 1/4% convertible senior
subordinated notes due in 2009 in a principal amount of $150 million. The holders of these notes
may elect to convert these notes into the common stock of Fleming at an initial conversion price of

$30.27 per share, subject to adjustment under certain circumstances as described in the Tndenture.

¢ 9°7/8% senior subordinated notes due in 2012.

Under an Indenture dated as of April 15, 2002, Fleming issued its 9 7/8% senior subordinated
notes due in 2012 in a principal amount of $260 million.

Debtors’ businesses involve the resale of goods that are purchased from third party vendors.
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The Debtors transacted business with vendors that are typically the sole suppliers of uniquely
branded products for which there are no viable substitutes, such as food products from major feod distributors,
including, but not limited to, ConAgra Foods, Kraft and Nestle (collectively, the “Merchandise Suppliers”). In
addition to the Merchandise Suppliers, the Debtors rely on other vendors to suppori their core business functions by
way of administrative and ancillary support, such as production of advertising circulars for goods distributed.

The Debtors also contracted with transportation vendors to support their core business of
distributing food and consumer products from their warehouses across the country to their custorners in some 45,000
retail locations.

3. PBGC Debt

TheAs of the Petition Date, the Debtors sponsorgd five tax qualified defined benefit pension
plans-that are-currenthyrunderfunded. With respect to each of these plans, the Pension Benefit Guaranty Corporation
(the “PBGC™) has filed Administrative Claims for missed minimum funding contributions, unfunded benefit
liabilities and missed PBGC premium payments. The PBGC estimates thethat its claims total approximately $400
million. The Debtors dispute both the categorization and amountg of these claims. The Debtors believe that most, if
not all, of the claims are General Unsecured Claims and that the entire General Unsecured Claim will be
substantially less than the PBGC estimate. Benefits under four of the pension plans have been frozen for a number
of years, and beneﬁts eaugg; the ﬁ.fth p]an wrﬂ—beg& frozen as of Dcccmber 31, 2003. The Debtors are-

: : 2 p all five pension plans, either
in order to

o. Potential Environmental Liabilities

Core Mark Newco and the Reorganized Debtors will continue to comply post-Effective Date with
environmental requirements, including any remediation requirements, applicable to facilities it will own or operate
post-Effective Date. The Debtors have no knrown environmental remediation liabilities at such facilities other than
certain ongoing remediation activities related to underground tanks at several facilities as to which C&S has yet to
determine whether it will assume, assign or reject the Leases for those facilities. The Debtors are aware of a few
Claims that have been asserted against them for prepetiion environmental liabilities which, if Allowed, will be
treated as Class 6 Claims under the Plan.

C. Pre-Petition Operationa] Restructuring Efforts

Prior to the filing of these Chapter 11 Cases, the Debtors attempted several cost-cutting measures designed
to increase their competitiveness and focus on their core competencies, including consolidating distribution




operations, reducing overhead and operating expenses by centralizing functions at the Debtors’ headquarters in
Dallas, Texas, and by selling their retail grocery operations.
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V. THE CASES

A, Events Leading to the Chapter 11 Cases

Boih the wholesale food distribution and retail food industries are highly competiive. Generally, the
consumable goods indusiry is marked by bulk sales with low profit margins. Consequently, even the slightest price '
changes have significant economic implications. Given the recent instability of the national economy, the Debtors’
businesses have suffered greatly.

In February 2003, Kmart Corporation, then the largest customer of the Debtors’ Wholesale Distribution
Business, moved in its chapter 11 case in the Northern District of Illinois to reject its supply agreement with
Fleming. In 2002, Kmart accounted for approximately twenty percent (20%) of Fleming’s net sales, and Kmart
listed Fleming as its single largest supplier of food and consumable products in its bankruptey pleadings, accounting
for in excess of $3.0 billion of total sales per annum.

The subsequent termination of the Kmart supply agreement as well as the disputes over the amount of
Fleming’s claim for damages exacerbated existing liquidity issues. In addition, the negative marketplace perceptions
lead to tightening of the credit terms offered to the Debtors by their suppliers which, in turn, directly led to decreased
liquidity.

Given the Debtors' ligquidity crises, the Debtors attempted to renegotiate with their Pre-Petition Lenders and
Agents to reach an agreement ardto amend the terms of the Pre-Petition Credit Facility in order to provide liquidity
and to avoid Debtors’ default under the Pre-Petition Credit Agreement. The Debtors were unsuccessful in
renegotiating that amendment prior to the Petition Date.

Furthermore, the Debtors were unable to meet a March 28, 2003 deadline for the filing of their Form 10-K
Annual Report with the SEC. On the Petition Date, the Debtors were obligated to make a scheduled $18 million
interest payment to the holder of the 10 1/8% Senior Notes, which_the Debtors did not make. The Debtors filed for
bankruptcy protection nnder Chapter 11 of the-title 11 of the United States Code on April 1, 2003 (the “Petition
Date™).

B. The Auction and Sale Process For the Wholesale Distribution Assets &and Plang for Fleming

Convenience Assets
1. Auction and Sale Process for Wholesale Distribution, A.

Certain of the Debtors®S began an auction process after the Petition Date for the sale of the assets
of the Wholesale Distribution Business. C&S Wholesale Grocers, Inc., a Vermont corporation (“C&S™), placed the
jargest initial bid and became the “stalking horse” bidder in the auction process. Solicitations were sent out, but no
other qualified bids were received pursuant fo the bidding procedures order dated July 18, 2003.

The Bankruptey Court approved the asset purchase apreement with C&S (the “C&S Purchase
Agreement”) by its sale order dated August 15, 2003. The C&S transaction ipitially closed August 23, 2003.
Pursuant to the C&S Purchase Agreement, C&S, its affiliates or third parties designated by C&S mavhad the option_
to have the Debtors acquire or reject certain assets of the Wholesale Distribution Business and mayhad the aption.
to assume and assign or reject contracts related to the Wholesale Dmmbuuon Business on a continual basis over a
six-month Ggption Pperiod. Such Optier : ed on February 23, 2004.

6 This-inclades Fleming, Fleming Transportation Service, Inc., Fleming International Ltd., Piggly Wiggly
Company, RFS Marketing Services, Inc., Fleming Foods Of Texas L.P., Fleming Foods Management Co.,LL.C,
ABCO Food Group, Inc., ABCO Markets, Inc. and ABCO Realty Corp
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2. Plans farOperations of Fleming Convenience Businesses and Plans for Assets

C. ignificant Ca ents

1. Summary of Significant Motions

The following summarizes significant motions that have been filed in the Chapter 11 Cases. You
can view these motions at www.bmecorp.net/fleming or from the Bankruptcy Court’s docket.

a. Post-Petition Financing

Debtors' Emergency Motion for (A} Interim and Final Approval of Post-Petition
Financing, Under 11 US.C. §§ 105, 361, 362, 363 and 364, Fed. R. Bankr. P. 2002, 4061(b), 4001(c) and 9014,
and Del. Bankr. LR 4001-2, (B} Approving Terms of Trade Credit Program, and (C) Scheduling Final Hearing
Pursuant to Bankruptcy Rule 4001(c) (Docket No. 16). The Debtors received postpetition financing from the Post-
Petition Lenders. Pursuant fo the terms of the credit agreement, the Post-Petition Lenders were granted super-
priority liens on substantially all of the Debtors’ assets. The Debtors do not currently owe any amounts under theses
postpetition credit agrecments except for approximately $3824,6 million in outstanding letters of credit. See Final
Order Authorizing (I) Post-Petition Financing Pursuant to 11 US.C. § 364 and Bankruptcy Rule 4001(c); (I} Use
of Cash Collateral Pursuant to 11 U.S.C. § 363 and Bankruptcy Rules 4001(b) and (d); (IIl) Grant of Adequate
Protection Pursuant to 11 U.S.C. §§ 36/ and 363; and (IV) Approving Secured Inventory Trade Credit Program
and Granting of Subordinate Liens, Pursuant to 11 US.C. §§ 105 and 364(c)(3) and Rule 4601(c) (Docket No,
743).

b. Pay-Down of Pre-Petition Loans

Joint Mefion of Deblors and Pre-Pefition Agents for Authorizatipng, Pursuant to
Sections 363 and 105 of the Bankruptcy Code, to Pay Amounis to the Pre-Petition Agents on Behalf of the Pre-
Petition Lenders (Docket No. 4011). On October 10, 2003, the Debtors and the Pre-Petition Lenders filed this
motion to pay down $325 million of the Pre-Petition Lenders® Secured Claims. After two contested hearings, the
Bankruptcy Court approved the monon, thus reducmg the amount of the Pre—Pehtlon Lenders’ Secured Clal.ms t‘rom
$609 mﬂhon to $28r4m mjlllon T : g




Financing below.) See Order Approving Joint Motion of Debtors and Pre-Petition Agents for duthorization, to
Pay Amounts to the Pre-Petition Agenis on Behalf of the Pre-Petition Lenders (Docket No. 4776).

C. Replacement DIP Financing

Debtors? Motion For An Order (I) (A) Authorizing Debtors To Obtain Replacement
Post-Petition Financing Under 11 U.S.C. Section 364 And Bankruptcy Rule 4001(C) And Del.Bankr. LR 4001-2
And Assign The Existing Secured Lenders®’ Liens To The Replacement Lenders, And (B) Auwthorizing Debtors To
Pay Certain Commitment And Related Fees And Expenses Relating To The Replacement Posi-Petition Financing,
(I} Granting Adequate Protection Pursuant To 11 U.S.C. Section 361 And 363; And (TII ) Authorizing Debtors To
Repay Certain Outstanding Obligations Under The Pre-Petition Credit Agreement And The Post-Petition Loan
Agreement (Docket No. 5034). On December 16, 2003, the Debtors filed this motion to enter into a $250 million

d. Cash Management Motion

Motion for Order (A) Authorizing (i) Maintenance of Existing Bank Accounts,
(ti} Continued Use of Existing Business Forms, (iii) Continued Use of Existing Cash Management System and
(iv) Existing Investment Practices (Docket No. 16). The Bankruptey Court granted the Debtors® request to continue
to utilize the same centralized cash management system, bank accounts and investment practices, among other
things, after the Petition Date that had been in use before the Petition Date in order to effectuate a seamless transition
into Chapter 11. The Bankruptcy Court entered the Final Order (A) Authorizing (i) Maintenance of Existing Bank
Accounts, (i) Continued Use of Existing Business Forms, (iii) Continued Use of Existing Cash Management System
and (iv) Existing Investment Practices on April 22, 2003 (Docket No. 562).

€. Employee Wages and Benefits Motion

Motion of Debtors an Order Pursuant to Sections 105 and 363(b) of the Bankruptcy
Code (1) Authorizing the Payment of Employee Obligations and (1) Authorizing Institutions to Honor and Process
Checks and Transfers Related to Such Obligations (Docket No. 15). The Bankruptcy Court granted the Debtors’
request to pay certain employee obligations arising before the Petition Date, including: wages, salaries, commissions
and other compensation, severance (subject to certain conditions precedent as set forth in docket no. 1697), vacation,
other paid leave, federal and state withholding taxes, payroll taxes and medical benefits up to specified dollar
amounts and upon the terms as set forth in the orders approving components of the motion. See Various Orders re
Wage Motion (Docket Nos. 70, 557, 741, 1352, 1492, 1493, 1697). Although the Debtors sought authority to pay
obligations arising in the prepetition period for the Senior Executive Retirement Program (“SERP”), Senior
Executive Relocation Program, Aim High Program, Incentive Programs, Fleming Pension Plan and Core-Mark
Pension Plan, this request was ultimately withdrawn.

f. Employee Stay Program

Motion of Debtors for an Order Pursuant to Section 105 and 363(®) of the Bankruptcy
Code Authorizing the Debtors to Implement Wholesale and Convenience Business Employee Stay Program (Docket
No. 1852). The Bankmuptcy Court granted the Debtors’ request to pay $12,000,000 to those certain eligible
employees of Fleming Convenience and Debtors’ Wholesale Distribution Business as an incentive to stay in the
Debtors’ employ during its critical stage of selling the Wholesale Distribution Business and to preserve the value of
those assets. See Order Pursuant to Section 105 and 363(b) of the Bankruptcy Code Authorizing the Debtors to
Implement Wholesale and Convenience Business Employee Stay Program (Docket No. 2079).




g. Critical Trade Motion

Motion for Order Authorizing the Payment of Critical Trade Vendors in Exchange for
Continuing Relationship Pursuant to Customary Trade Terms (Docket No. 11). The Bankruptey Court granted the
Debtors’ request to pay $100,000,000 to certain vendors with outstanding pre-petition claims deemed critical to the
Debtors’ operations wpon the restoration of customary trade terms and the execution of the Critical Trade
Agreement, as defined in that Motion and Order. See Order Granting Motion for Order Authorizing the Payment of
Critical Trade Vendors in Exchange for Contimuing Relationship Pursuant to Customary Trade Term (Docket
No. 733),

h. Junior Trade Lien

Supplement to Motion for Order Authorizing the Granting of Junior Trade Lien Status to
Critical Vendors in Exchange for Continuing Relationship Pursuant to Customary Trade Terms (Docket No. 297).
In connection with the critical trade vendor motion discussed above, the Bankruptcy Court granted the Debtors’
request to provide a junior trade lien to vendors who provided trzde terms to the Debtors after the Petiion Date.
Pursuant to the terms of that motion and order and the terms of the EuelFinal DIP Order, vendors who hold
Reclamation Claims were also entitled to participate in the junior trade lien program. See Order Granting Motion
Jfor Order Authorizing the Payment of Critical Trade Vendors in Exchange for Continuing Relationship Pursuant to
Customary Trade Term (Docket No. 733). The Debtors’ Post-Petition Lenders consented to the granting of the
junjor trade liens as set forth in the Final DIP Order. See Docket No. 743.

I Pre-Petition Tax Motion

' Motion of Debtors for Order Authorizing Payment of Prepetition Taxes and Authorizing
the Use of Existing Bonds to Pay Prepetition Taxes (Docket No. 697). The Debtors obtained approval to pay up to
$49,000,000 ef-taxes—wrivingbefore—the-Retition-Date on account of sales/use, tobacco and excise taxes_grising
before the Petition Date. See Order Authorizing Debtors to Pay Prepetition Taxes (Docket No. 1067).

j- Equity Bar Trading Motion

Emergency Motion for an Interim Order Under 11 U.S.C. §§ 105(a), 362(a)(3), and 541
Limiting Trading in Equity Securities of the Debtors (Docket No. 937). The Debtors filed this motion on an
emergency basis requesting that the Bankruptcy Court institute procedures to prohibit, without the consent of the
Debtors or the Bankruptcy Court, sales and other transfers of the outstanding common stock of Fleming by
Substantial Equityholders (those owning equity securities of any of the Debtors with an aggregate fair market value
equal to or greater than 5% of the fair market value of the common stock of Fleming as defined in the motion). The
Debtors requested this relief in order to guard against an unplanned change in control for purposes of secbon 382 of
the Internal Revenue Code, which could limit the Debtors’ ability to use net operating losses in the future. The
Bankruptcy Court granted this motion and entered a final order on May 20, 2003. See Order Under 11 US.C.
§§ 105(a), 362(a)(3), and 541 Limiting Trading in Equity Securities of the Debtors (Docket No. 978).

k. PACA/PASA Claims Motion

Motion for Authority to Pay Prepetition Claims Under the Perishable Agricultural Commodities
Act and the Packers and Stockyard Act (Docket No. 12). Prior to the Petition Date, certain of the Debtors’ vendors
(i) sold goods to the Debtors that such vendors assert are covered by the Perishable Agricultural Commodities Act
("PACA”) and/or by state statutes of similar effect, including the Minnesota Wholesale Produce Dealers Act (the
“PACA Claims”) and/or (ii) sold lLivestock or other similar goods to the Debtors which they assert are covered by the
Packers and Stockyard Act (“PASA™) and/or state statutes of similar effect {the “PASA Claims”). Therefore, the
Debtors filed a Motion for Authority to Pay Prepetition Claims Under the Perishable Agricoltural Commodities Act
and the Packers and Stockyard Act (Docket No. 12). On May 6, 2003, the Banknuptcy Court entered the Order
Requiring Segregation of Funds to Cover Certain PACA Claims and Authorizing Procedure for Reconciliation and
Payment of Valid Claims Under the Perishable Agricultural Commodities and the Packers and Stockyard Act (the
“PACA/PASA Order”) (Docket No. 725). Since that time, the Debtors have filed [a) their{a} Report of Claims
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(Docket Ne. 1505)-,‘_aid, (b)_g;g;; First mq_ugm_%pplemenml Reportg of Clalms (Docket Neﬂg_g -1&92—}

fth-Sy A 9 : ely) (collectively, the “Supplemental
Repons") To date, appmx:mately $~5-6%§§,,5_= nulhon* in PACA Clalms have been assexted in these Cases Of the
asserted PACA Claims, the Debtors have paid $41-84 : . 510

Report) $42.6 million and $2:93.§ million has been dmallowed pursuant to the PACA/PASA Order In addmon,
with respect to $7:913.4 million of the asserted PACA Claims, the Debtors are seeking to disallow such claims as
invalid PACA Claims, but the applicable claimantg isgre contesting such disallowance. The remaining 33-4-
milliond00.000 of PACA Claims have not been reconciled on a final basis. The Debtors’ next Supplemental PACA

Report is scheduled to be filed on DecemberMarch 16, 2663-2004, The Debtors do not believe there are any valid
PASA Claims in these Cases.

1. Reclamation MotionRelated Matters

Motion of Debtors for an Order, Under 11 U.S.C. Sections 105(a), 503(b) and 546(c):
(a) Establishing Procedure for Treatment of Reclamation Claims and (b) Prohibiting Third Parties from Interfering
with Delivery of Debtors’ Goods (Docket No. §). The Debtors anticipated that a number of vendors would seek
reclamation Claims against the Debtors and otherwise interfere with the delivery of goods after receiving notice of
the commencement of these Chapter 11 Cases. Therefore, in the Motion of Debtors for an Order (the-“Reclamation-
Procedures-Order™)-Under 11 U.8.C. Sections 105(a), 503(b) and 546(c): (a) Establishing Procedure for Treatment
of Reclamation Claims and (b) Prohibiting Third Parties from Interfering with Delivery of Debtors® Goods (Docket
No. 8), the Debtors requested a procedure by which reclamation claitants could proceed against the Debtors’ goods.
The Bankruptcy Court entered the Order (the “Reclamation Procedures Order™) Under 11 U.S.C. §§ 105(a) 503(b),
546(c) and 546(g), (a) Establishing Procedure for Treatment of Reclamation Claims and (b) Prohibiting Third
Parties from Interfering with Delivery of Debtors® Goods on April 22, 2003 (Docket No. 559), On July 21, 2003,
the Debtors filed their Motion For Entry Of An Order With Respect To The Reclamation Claims Filed In The

Debtors’ Cases [Docket No. 2050] (the “Initial Reclamation Motion™) pursuant to the Reclamation Procedures
Order.

On November 25, 2003, the Debtors filed their Combined Amended Reclamation Report
and Motion to Determine that Reclamation Claims are Valueless (the “Amended Report and Motion™) (Docket No.
4596).37 The Amended Report and Motion consisted of two parts. In Part I of the Amended Report and Motion, the
Debtors sought the entry of an order that provides that the Reclamation Claims other than Approved Trade Creditor
Reclarnatlon Lien Clalms are General Unsecured Clan:ns that are not entitled to any priority (adeainistrative-or

_Q_g_gg Part II of the Amended Report and Motmn mcluded detzul regardmg the Debtors?, reconciliation of the

reclamation claims that have been filed. TheOn December 12, 2003, the Bankruptcy Court, however, declined to
hear the motion and duected the Debtors to ﬁle separate adversary proceedmgs agamst each and—eveﬁv—reclamauon

The Amended Report and Motion amends and supercedes the Initial Reclarmmation Motion, and the Debtors have
sought leave of court to withdraw the Initial Reclamation Motion.




m. | Schedules and Statemenis

The Debtors filed their respective schedules of assets and Habilities and statement of
financial affairs (the “Schedules™) with the Bankruptcy Court on July 1, 2003. The Schedules can be reviewed at
the office of the Clerk of the Bankruptcy Court for the District of De]aware or can be obtained on the website

2. Retention of Professionals

At various times throngh the Chapter 11 Cases, the Bankruptey Court has approved the retention
of certain professionals to represent and assist the Debtors in connection with the Chapter 11 Cases. These
professionals were intimately invelved with the negotiation and development of the Plan. These professionals
include, among others: AP Services, LLC, crisis managers for the Debtors (Docket No. 1698); Kirkland & Ellis
LLP, co-counsel for Debtors (Docket No. 740); Pachulski, Stang, Ziehl Young, Jones & Weintraub, P.C., co-counsel
for the Debtors (Docket No. 852); and The Blackstone Group, L.P., financial advisors to the Debtors (Docket No.
1692).

. The Baokruptcy Court also approved requests to retain other professionals to assist the Debtors in
ongoing specialized matters. These professionals inclnde, but are not limited to: McAfee & Taft, special corporate
counsel for the Debtors (Docket No. 1028); Ernst & Young LLP, inside auditor and tax accountant for the Debtors
{Docket No. 219); Baker, Botts, LLP, special corporate and securities counsel for the Debtors (Docket No. 1241);
PricewaterhouseCoopers, LLP, forensic accountants for the audit committee of the Board of Directors of the Debtors
{Docket No. 732); Rider Bennett, LLP, special labor relations and business litization counsel for the Debtors
(Pocket No. 1065); and Kekst and Company, public relations and corporate communications consultant to the
Debtors (Dacket No. 1330).

The Bankruptey Court also approved requests to retain real-estate professionals to assist the
Debtors in their disposition efforts. These professionals include, but are not limited to: Dovebid, Inc., auctioneers
for the sale of residual assets (Docket No. 1359); The Food Partners, retail grocery financial advisor to the debtors
(Docket No. 1691); Retail Consulting Services, Inc/Staubach Retail Services, Inc., exclusive real estate consultants
to the debtors (Docket No. 1361); DMC Real Estate, Inc., realtors for the Debtors (Docket No. 3948); and Keen
Realty, LLP, special real estate consultant to the Diebtors (Docket No. 2161).

3. intment editors’ Committee and Retention of Professiona

On April 16, 2003, the United States Trustee appointed the following unsecured creditors to the
Committee: () Bank One Trust Company, N.A,, as Indenture Trustee; (b) Apollo Management V, LP,;
(c) Northeast Investors Trust; (d) Kraft Foods; (¢) Nestle USA; (f) ConAgra Foods, Inc; and (g) Pension Benefit
Guaranty Corporation. The ex officio members of the committee are 5.C. Johnson and the Bank of New York.

The Bankruptcy Court also approved the retention of the following professionals to represent and
assist the Committee in connection with these Chapter 11 Cases: Pepper Hamilton, LLP, co-counsel to the Official
Unsecured Committee of Creditors (Docket No. 1415); Milbank, Tweed, Hadley & McCloy, LLP, co-counsel to the
Official Committee of Unsecured Creditors (Docket No. 2155); KPMG, LLP, accountants and restracturing advisors




to the Official Committee of Unsecured Creditors (Docket No. 1356); and Compass SRP Associates, LLP, advisors
to the Official Committee of Unsecured Creditors (Docket No. 2155).

4. Asset Sales and Other Dispositions

The Debtors have filed several motions for the sale of disposal of the Debtor’s assets as follows:
a Sale of Debtors’ Wholesale Distribution Business

On or about July 11, 2003, the Debtors filed their Motion For Order (A) Approving Asset
Purchase Agreement With C&S Wholesale Grocers, Inc. And C&S Acquisition LLC, (B) Axthorizing (I) Sale Of
Substantiaily All Of Selling Debtors’ Assets Relating To The Wholesale Distribution Business To Purchaser Or Its
Designee(s) Or Other Successful Bidder(s} At Auction, Free And Clear Of All Liens, Claims, Encumbrances And
Interests And (II) Assumption And Assignment Of Certain Executory Contracts, License Agreements And Unexpired
Leases, And (C) Granting Related Relief (Docket No. 1906). This motion sought the sale of substantially all of the
Wholesale Distribution Business, which supplied a full line of products to grocery stores, discount stores,
supercenters and specialty retailers. The winning bidder was determined to be C&S Acquisition, LLC, whose bid
was an estimated $400 million. After three days of hearings, the Bankruptcy Court entered an order approving the
sale on August 15, 2003 (Docket No. 3142) and the transaction was closed on August 23, 2003,

[ b-Sale of California Stores

On November 13, 2002, Fleming, Richmar and Save Mart entered into an asset purchase
agreement for the sale of twenty-eight (28) Food-4-Less grocery stores located in California (the “California Stores™)
for an aggregate purchase price of $105 million plus inventory at cost (subject to certain purchase price
adjustments). Due to the inability to receive the timely approval of the transaction by the Federal Trade Commission
(the “FTC"), however, closing of the sale of all 28 stores never occurred. In late January 2003, the FTC permitted
the parties to break the California Stores transaction into two parts, one involving the sale of nineteen (19) of the
California Stores with a value of approximately $71 million plus inventory and the second involving the sale of nine

(9) stores with a value, at that time, of approximately $34 million plus inventory. The parties closed the nineteen
(19) store transaction in late January 2003.

On or about May 12, 2003, the Debtors filed a motion in these Chapter 11 Cases secking
to convey their interests in the remaining nine (9) stores and certain contracts and leases to two (2) buyers for an




aggregate purchase price of approximately $27 million plus inventory (Docket No. 817). The Bankruptcy Court
entered its orders approving this motion and the sale to each buyer on June 4, 2003 (Docket Nos. 1375 & 1377).

d. e=Sale of Rainbow Food Retail Grocery Stores

On or about May 12, 2003, the Debtors filed their Debtors’ Motion For Order
Authorizing: (A) Sale Of 31 Rainbow Food Retail Grocery Stores’ Assets Free And Clear Of All Liens, Claims,
Interests And Encumbrances; And (B) Assumption And Assignment Of Acquired Contracts And Leases (Docket No.
816). This Motion sought to sell the assets used in the operation of thirty-one (31) of the Rainbow Food retail
grocery stores. The aggregate purchase price was approximately $44 million plus inventory. The Bankruptcy Court
entered an order approving this motion on June 4, 2003 (Docket No. 1362).

& d-Sale of Pharmacy Assets

On or about April 15, 2003, the Debtors filed their Emergency Motion For An Order
Authorizing Sale Of Pharmacy Assets Located At Seven Of The Debtors® Stores (Docket No. 323). This motion
sought the sale of the Debtors’ drug inventory, prescription files and related assets located at seven (7) of the
Debtors” stores to two (2) bidders for approximately $1.5 million. The Bankwuptcy Court entered an order approving
this motion on April 21, 2003 (Docket No. 556).

£ e=Sale of Fleming-Owned Real Property Inder Auction

On or about September 12, 2003, the Debtors filed their “Debtors’ Motion For Order: {(A)
Authorizing and Scheduling an Auction for the Sale of Certain of the Debtors’ Real Property; (B) Approving the
Terms and Cenditions of Such Auction, Including Bidding Procedures Related Thereto; and (C) Approving
Assignment Procedures For Affected Unexpired Leases” (Docket No. 3666). This motion sought, among other
things, approval of bidding procedures for the sale of certain real property owned by the Debtors and the assignment
of the Debtors’ rights under certain real property leascs. The real property subject to these proposed sales and
assignments consisted of certain of the Debtors’ assets not associated with the Wholesale Distribution Business and
therefore not associated with the C&S Purchase Agreement.

At a hearing on October 2, 2003, the Bankruptcy Court approved the motion and
authorized the Debtors to proceed with an auction, upon the terms described within the motion, on October 14,
2003. On October 14, 2003, the auction was held, and the Debtors identified the highest and best bidders for each
of the real property locations subject to the auction. On October 24, 2003, the Bankruptcy Court entered an order
approving the sale or assignment, as applicable, of the auctioned properties to the highest and best bidders identified
by the Debtors at the auction (Docket No. 4205). The gross proceeds received by the Debtors as a result of the
auction were approximately $4.8_million,

h. £-Order Authorizing Store Closing Sales and Abandonment of Assets re Closing
Locations

Pursuant to the “Order Authorizing The Debtor To Conduct Store Closing Sales Pursuant
To Section 363 Of The Bankruptcy Code And Abandon Inconsequential Assets Related To The Closing Locations”




(the “Store Closing Sale Order”), entered on May 21, 2003 (Docket No. 1014), the Debtors are authorized to
conduct store closing sales free and clear of liens in the ordinary course of business pursuant to a procedure whereby
the Debtors give notice of any store closing sale, and the Debtors may consummate the sale without farther order of
the Court if there are no objections. Pursuant to this procedure, the Debtors may also give notice of abandonment of
assets at the closed locations. If no timely objections are filed, the Debtors may abandon the assets without further
order of the Court.

i g-Order Authorizing Sale or Abandonment of Assets of De Minimis Value

Pursuant to the “Order Pursuant To Sections 363(b), 363(f), 554(a) And 1146(c) Of The
Bankruptcy Code Authorizing And Approving Expedited Procedures For The Sale Or Abandonment Of The
Debtors” De Minimis Assets” (the “De Minimis Sale Order”), entered May 21, 2003 (Docket No. 1018), the Debtors
may scll free and clear of liens various assets, including customer lists and accounts receivable that are past due and
owing to the Debtors, remaining inventory in retail stores, tractors, trailers, furniture, fixtures and other excess
warehouse and supermarket equipment such as coolers, refrigeration compressor systems, shelving, generators and
material handling equipment (e.g. stock carts, pallet jacks and fork lifts), and assets of de minimis value to the
Debtors, such as notes owing to the Debtors and franchise rights (which may include the Debtors” rights under
trademark licenses of de minimis value to the Debtors), that relate to the Debtors’ abandoned, or to be abandoned,
relationships with retail grocery store businesses.

Depending on whether the asseis to be sold or abandoned have a value under $2.5 million
or a value between $2.5 million and $6.5 million, different notice periods apply. Under both procedures, if no timely
objection is filed, the Debtors may file a Certificate of No Objection and consummate the sale after entry of the
order.

N b-Order Authorizing Sale of Obsolete and Other Excess Inventory

Pursuant to the “Order Under 11 U.S.C. §§ 105(a), 363(b) And 363(f) Granting Authority
To Debtors To Dispose Of Obsolete And Other Excess Inventory Free And Clear Of Any Existing Liens; Claims
And Interests” (the “Excess Inventory Sale Order™), entered on May 20, 2003 (Docket No. 1031), the Debtors may
sell free and clear of liens certain excess inventory. Prior to accepting any bid to sell excess inventory to a diverter
or liquidator, the Debtors must give the Committee and the Lenders written notice of its intention to accept such bid
at least five (5) days prior o accepting the bid.

k. i-Order Approving Going Out of Business (“GOR") Sale

Under the Order Approving GOB Procedures In Connection With The Final Dip Order,
(Final Order Authorizing (I) Post-Petitioni Financing Pursuant to 11 U.S.C. § 364 and Bankruptcy Rule 4001(c);
(I) Use of Cash Collateral pursuant to 11 U.S.C. § 363 and Bankruptcy Rule 4001(b) and (d); (Ill) Grant of
Adequate Protection Pursuant to 11 U.S.C. §§ 361 and 363; and (IV) Approving Secured Inventory Trade Credit
Program and Granting of Subordinate Liens, Pursuant to 11 U.S.C. §§105 and 364(c)(3) and Rule 4001 (c) (Docket
No. 743)) entered May 20, 2003 (Docket No. 1030), the Debtors are entitled, under certain circumstances, to vacate
and surrender certain premises, as well as abandon assets located in the premises. On the surrender date, the lease is
deemed rejected unless the Debtors have filed a specific notice to assume the lease.

S. Debtor in Possession Operating Reports

Consistent with the operating guidelines and reporting requirements established by the United
States Trustee (the “Guidelines”) in these Chapter 11 Cases, the Debtors have satisfied their initial reporting




requirements, have fited their first eighteleven Monthly Operating Reports®8

and will continue to file such Monthly Operating Reports as required by the Guidelines. Each Monthly Operating
Report includes for the relevant period, among other things, (a) information regarding the Debtors’ cash receipts and
disbursements, (b) an income statement (prepared on an accrual basis), (c) a balance sheet (prepared on an accrual
basis), (d) a statement regarding the status of the Debtor’s post-petition taxes and (¢) a statement regarding the status
of accounts receivable reconciliation and aging.

6. Pending Litigation And The Automatic Stay

a. Directors’ & Officers’ Litigation

In re Fleming Companies Inc. Securities and Derivative Litigation, United States District
Court for the Eastern District of Texas, Texarkana Division, Case No. MDL 1530. During 2002, a number of
securities class action cases were commenced by and on behalf of persons who purchased Fleming’s publicly traded
securities. The actions named Fleming and certain of Fleming’s directors and officers as defendants and sought
damages under either or both of the Securities Exchange Act of 1934 (the “Bxchange Act”) and the Securities Act of
1933 (the “Securities Act™), e~ the-sametime-period—two-derivative-aetion ere-filed-enteming-s-beha

S . G

Various parties to those actions asked the Judicial Panel on Multidistrict Litigation (the “JPML™) to consolidate that
litigation, then consisting of 14 separately filed cases, in a single court, On June 25, 2003, the JPML issued an order

directing that all of those actions be transferred to the Eastern District of Texas, Texarkana Division, for coordinated
or consoli ] j i [yari 1 g file erming

g of 14811

On February 20, 2003, while the JPML proceedings were pending, a class action
generally captioned Massachusetis State Carpenters Pension Fund, etc. v. Fleming Companies, Inc., et al., was filed
in the 160th District Court, Dallas County, Texas, and thereafter removed to the United States District Court for the
Northern District of Texas, Dallas Division, as Case No. 3-03CV0460-P. That action named Fleming, various of
Fleming’s directors and officers, Lehman Brothers, Inc., Deutsche Bank Securities, Inc., Wachovia Securities,
Morgan Stanley & Co., Inc., and Deloitte & Touche, L.L.P., as defendants, and sought damages under the Securities
Act. Subsequently, on April 17, 2003, an identical action (except for the elimination of Fleming as a defendant) was
commenced in the Eastern District of Texas, Texarkana Division, as Case No. 03-CV-83, where it could be, and
ultimately was, consolidated with the Fleming securities litigation pending in that Court. Meanwhile, the District
Court for the Northern District of Texas denied the plaintiffs’ motion to dismiss that action without prejudice.

Ultimately, the action was transferred to the Eastern District of Texas where it, too, was consolidated with the
litigation pending in that district.

On June 27, 2003, eighty individual plaintiffs commenced an action against various
present and former directors and officers of Fleming and against Deloitte & Touche, L.L.P. That action, captioned
Rick Fetterman, et al., v. Mark Hansen, et al., United States District Court for the Northern District of Texas, Dallas
Division, Case No. 3:03-CV-1435 (L), sought damages for alleged violations of the Exchange Act and certain Texas
securities statutes. The JPML has transferred that case to the Eastern District of Texas as a “tag-along” case, and it
has been consolidated with the other cases pending in that district.

On August 28, 2003, sixty-three individval plaintiffs commenced an action against

various present and former directors and officers of Fleming and against Deloitte & Touche, L.L.P. That action,
98 The Debtors have filed the following Monthly Operating Reports which Reports can be obtained from the
court’s docket in these cases: 4/1/03 - 4/19/03 [Docket No. 3102]; 4/20-03 - 5/19/03 [Docket No. 3103]; 5/18/03
- 6/14/03 [Docket No. 3214]; 6/15/03 - 7/12/03 [Docket No. 3373]; 7/13/03 - 8/9/03 [Docket No. 3754]; 8/10/03 -
9/6/03 [Docket No. 4139 amended by Docket No. 5106]; 9/17/03-10/4/03 [Docket No. 4979]; 10/5/03-11/1/03
[DocketNo.SIlZ {l 0/03 ke 11K J ¥, 31/03 IDocket No, § b amended b
ket No, 69691: 3




captioned Christopher L. Doucet, et al. v. Mark Hansen, et al., United States District Court for the Northern District
of Texas, Dailas Division, Case No. 3-03-CV-1950 H, sought damages for alleged violations of the Exchange Act
and certain Louisiana securities statutes and under theories of fraud, misrepresentation and conspiracy. A “tag
along” notice has been filed with the JPML, but the case has not yet been transferred to the Eastern District of Texas
for consolidated or coordinated pretrial proceedings in that court.

b. SEC Investigation

The lawsuits described above encompass allegations dealing with accounting, financial
reporting and other disclosures and claim that Fleming falsely inflated its stoek-gecurities prices by means of
accounting fraud and false public statements about its business operations and profit. Shortly after the first lawsuit
was filed, the Wall Street Journal published an article on September 5, 2002, citing examples where Fleming
allegedly had taken certain aggressive deductions against its suppliers.

These events prompted an informal inquiry by the SEC. On November 13, 2002, Fleming
announced that the SEC had initiated an informal inquiry related to Fleming’s vendor trade practices, the
presentation of second quarter 2001 adjusted carnings per share data in Fleming’s second quarter 2001 and 2002
earnings press releases, Fleming’s accounting for drop-ship sales transactions with an unaffiliated vendor in
Fleming's discontinued retail operations, and its calculation of comparable store sales in its discontinued retail
operations.

. . The SEC converted the informal inquiry into a formal investigation on February 13, 2003.
The formal investigation has focused on whether any persons or entities engaged in any acts, transactions, practices
or courses of business which operated or would operate as a fraud or a deceit upon purchasers of Fleming securities
or upon other persons in violation of the federal securities laws. Fleming has answered questions submitted by the
SEC and has produced documents to the SEC. The SEC has interviewed several current and former employees of
Fleming as well as third parties. Fleming continues to be in discussions with the SEC and intends to contimie to fully
cooperate with the SEC. Kraft Foods, Dean Food and Frito-Lay recently announced they have been notified that the
SEC is considering filing charges against those companies in connection with their business dealings with Fleming,
including whether employees of those companies aided Fleming in accelerating revenue improperly.

After receiving notice of the informal SEC inquiry, Fleming undertook an independent
investigation related to the same topics. The Audit and Compliance Committee of the Board of Directors of Fleming
(“Audit Committee™) engaged independent legal counsel and independent accoumting consultants to assist in
connection with the independent investigation. The independent investigation included a review of transactions that
occurred during the 2000, 2001 and 2002 time periods. These periods are the subject of the SEC investigation. The
scope of the independent investigation included the original topics identified by the SEC as well as issues related to
the timing of recording revenue, doctimentation of certain vendor transactions and certain initiatives undertaken for
the purpose of increasing reported income.

On April 17, 2003, Fleming issued a press release (the “April 17 Release”) announcing
that it would haye to restate its 2001 annual and quarterly financial statements and 2002 quarterly financial
statements previously filed with the SEC and that it would revise its previously announced 2002 fourth quarter and
armual financial results, Fleming anrounced that the restatements and revisions reflected significant business issues
and developments affecting it, including the recent termination of Fleming’s supply agreement with Kmart and
events leading to Fleming’s voluntary Chapter 11 bankruptcy filing on April 1, 2003, as well as adjustments
identified in commection with the continming independent investigation by the Audit Committee into certain
accounting and disclosure issues.

The April 17 Release also reported that the restatements of the results for the full-year
2001 and the first three quarters of 2002 would reduce the pre-tax financial results from continuing operations for




such periods by an aggregate amount of not more than $85 million and that the restatements would mainly correct
the timing of when certain vendor transactions are recognized and the balance of certain reserve accounts.

The April 17 Release also announced that Fleming would haye to revise its previously
announced 2002 fourth quarter and annual financial results to reflect 2 loss from continuing operations. In
accordance with Statement of Financial Accounting Standards (“SFAS”) No. 142, Fleming announced that it
expectsgd to record a non-cash adjustment to continuing operations for a full impairment of goodwill currently
valued at approximately $645 million, due to an overall decrease in the value of Fleming. In accordance with SFAS
No. 144, Fleming also announced that it would record an additional impairment charge to discontinued operations of
approximately $90 million related to retail store operations held for sale, due to a reduction in the net realizable
value of such operations. In accordance with SFAS No. 109, Fleming announced that it had determined that it would
record a non-cash charge against continuing operations in the fourth quarter of 2002 relating to its deferred tax assets
in the range of $275-325 million, due to uncertaintics as to whether net operating losses would be utilized against
future tax payments. Fleming also announced that its fourth quarter 2002 pre-tax loss from continuing operations
would be increased by expenses totaling not more than $80 million as a result of a number of factors, including
increased vendor payback rates, the Kimart contract cancellation and corrections identified as a result of the Audit
Committee’s independent investigation,

Finally, Fleming announced on April 17, 2003, that it would early adopt EITF 02-16,
Accounting by a Reselier for Cash Consideration Received from a Vendor, retroactive to the beginning of fiscal year
2002. This rule requires cash consideration received from a vendor to be recorded as an adjustment to the prices for
the vendor’s products and therefore characterized as a reduction of cost of sales when recognized in the customer’s
income statement. Fleming announced that the 2002 effect of adopting EITF 02-16 iswas expected to reduce the
pre-tax loss from 2002 apnual results in the range of $5-15 million, although the cumulative effect that willwould be
recorded as of the beginning of 2002 isyas expected to be an expense of not more than $45 million.

In a Form 12b-25 filed by Fleming with the SEC on June 4, 2003, Fleming announced
that it-weuld-restate-its 2000 annual financial statements previously filed with the SEC
The June 4th announcement stated that it expectsed the related restatements of the results for the full-year 2000
willfo reduce consolidated pre-tax financial resulis for such period by an aggregate amount of not more than $2
million, reflecting an increase in 2000 pre-tax loss from continuing operations of not more than $6 million and a
decrease in 2000 pre-tax loss from discontinued operations of not more than $4 million. As stated in the June 4th
announcement, those restatements willyould principally correct the timing of when certain vendor transactions were

recognized and willyould reflect other adjustments and cormrections identified as a result of the Audit Committee’s
independent investigation.
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e~Significant Prepetition Litigation
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DiGiorgio Corp. v. Fleming Companies, Inc.,_et al, United States
District Court for the District of New Jersey, Case No. 02-2887-DMC.

DiGiorgio alleged that Fleming breached a non-compete agreement
with respect to supplying certain grocery items in Connecticut, New
York and parts of New Jersey. DiGiorgio sought injunctive relief and
an unspecified amount of damages and requested an audit of Fleming’s
books and an order extending the term of the non-compete agreement
beyond its scheduled June 2004 expiration date. Fleming denied that it
breached the agreement and, additionally, claimed that the non-compete
agreement was invalid because it was unreasonably broad. Finally,
Fleming asserted that even if there were an enforceable agreement that
had been breached, DiGiorgio’s damages, if any, were nominal. On
April 1, 2003, the court granted DiGiorgio’s moiion for a preliminary
injunction and prohibited Fleming from, among other things, engaging
in wholesale distribution of meat, dairy, deli, frozen meats, frozen dairy
and frozen deli products for retail sale within the Amended Restricted
Territory. On April 23, 2003, the Bankruptcy Court lifted the
automatic stay to permit Fleming to appeal and/or pursue other actions
regarding the order gramting the preliminary injunction, and on April
30, 2003, Fleming filed its notice of appeal to the United States Court
of Appeals for the Third Cm:mt. AH—ether—pmeeedmgsIggm

arvest Logistics, Inc. Icewo Lif ne. v.Flemi;
Compapies, Inc., United States District Court for the Northern District
of Texas. Case No, 301-CV1813-1.  After the parties mutually agreed
to terminate Harvest’s five-year written warehouse managemment
coniract for a Ft. Wayne facility and Iceworks’ five-year oral warchouse
management contract for 2 Grand Rapids perishable produces facility in
August 2001, those entities sued Fleming for breach of contract, alleged
anticipatory repudiation of Fleming's obligation to pay future
management fees, unjust enrichment and quantum merit. Plaintiffs
claimed that they were owed $6,000,000 for unreimbursed expenses
and $10,000,000 for five years of future management fees. Fleming
denied Harvest’s and Iceworks® claims and asserted counterclaims
against them for breach of contract and against their parent entity,
Tibbett & Britten Group North America, Inc., for failure fo properly
supervise performance of those agreements. Fleming alleged that
Harvest and Icewerks were corporate shells and alter egos of Tibbett &
Britten and sought damages of approximately $5,600,000, subsequently
reduced to $3,900,000. Discovery has been completed, and the case
was set for trial in June 2003. Fleming moved for summary judgment
on the Harvest and Iceworks’ claims for alleged anticipatory
repudiation of Fleming’s obligation to pay future management fees, and
Harvest and Iceworks cross-moved for summary judgment on
Fleming’s claim that they were corporate shells and alter egos of
Tibbett & Britten. The automatic stay that has been imposed when
Flennng commenced its chapter 11 case was lifted to permit the parties
to brief these motions. Thereafter, the parties reached zn agreement in
principle that Fleming will dismiss with prejudice its claims against
Tibbett & Britten (but not against Harvest and Iceworks), and Harvest
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and Ieeworks will dismiss with prejudice their claims against Fleming
insofar as those claims pertains to loss of future management fees, but
not as to claimed unreimbursed expenses. This agreement in principle
will result in the withdrawal of the cross-motions for summary
Jjudgment, which no longer will be necessary.

SuperValu, Inc. and SuperValu Holdings, Inc. v. Rainbow Food Group,
ne. H. Brooks & Co.. LLC and Fleming Companies_Inc., Second

Judicial Distri amsey_County. Minnesota, Case No. C4-02-
4394, SuperValu alleged that Rainbow had used Rainbow’s broker, H
Brooks, to obtain SuperValn’s ads and used the information in those
ads to undercut Cub Foods prices or to reschedule promotions.
SuperValu asserted claims of misappropriation of trade secrets and
tortious interference with prospective business advantage and sought
Imjunctive relief, unspecified compensatory and punitive damages and
attorneys’ fees. Rainbow and Fleming denied SuperValu's claims and
asseried counterclaims for misappropriation of trade secrets and
confidential information, tortious interference with contract, unfair
competition and torticus employee raiding stemming from SuperValu’s
wrongful raiding of former Rainbow associates and subsequent use of
confidential information possessed by those associates, and claims for
unlawful restraint of trade and violation of the Minnesota antitrust
monopolization of food products statute. Rainbow and Fleming sought
injunctive relief, unspecified actual and treble damages, interest and
attorneys’ fees. The parties agreed to a confidential settlement prior to
commencement of the Chapter 11 Cases, and consurmmated that
settlement after the Petition Date.

Home Depot v. ld Griffin and Fleming Companies, Inc., Court of
Chancery of the State of Delaware, Case No. 19649-NC.  Griffin, a
former employee of Home Depot, was hired by Fleming. Home Depot
alleged that Griffin breached his agreement not to solicit Home Depot
employees and that Fleming tortiously interfered with Griffin’s non-
solicitation apreement and sought compensatory damages in excess of
$6,000,000 {including $1,000,000 in Griffin’s stock option gains), plus
attorneys’ fees totaling more than $300,000. Griffin and Fleming
denied the allegations, Fleming has tendered Griffin’s defense to its
directors’ and ofﬁcers ]1ab111ty msurance camcr_ILg_an__e_

leming Companies . v. Cla etail Enterprises, Inc., American
itraty ciatio: 00447 Ol:Inre Retail
nterprises, Inc., United States E

District of Iilinois, Case No. 02—40045 [J'HS! Fleming asserted that
Clark committed to at least $80,000,000 annually in non-cigarette

purchases under a five-year supply agreement and that such
commitment indeced Fleming to enter into the agreement and to agree
to provide over $40,000,000 in incentive payments over the five-year
term of the agreement. Fleming sought to rescind the agreement due to
Clark’s failure to make the requisite non-tobacco purchases. Clark
requested termination of the apreement due to Fleming’s unilateral
modification of contract terms in alleged breach of the agreement.
Fleming agreed to the requested termination. Fleming sought damages,
including the reimbursement of the approximately $8,000,000
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unamortized portion of the $12,000,000 incentive payment it made to
Clark, plus more than $20,000,000 for Fleming's start-up warehousing
and other costs. Clark replaced Fleming with a new supplier and
claimed related damages in excess of $5,000,000, including lost
“benefit of the bargain” resulting from termination of the agreement.
The dispute was scheduled for mandatory arbitration, but all
proceedings were stayed when Clark filed its liquidating chapter 11
case in October 2002. Fleming filed a $31,600,000 proof of claim in
the Clark chapter 11 case. Just before the commencement of the
Chapter 11 Cases, Clark sought to lift the stay in its own chapter 11
case to proceed with the arbitration. All proceedings were stayed when
Fleming filed its bankruptcy case. The parties have-tentatively- settled

thelr matter by agrcemg to mutua] releases—subjeet—te—theu—respeeuw-
Russell Stolver Candies, Inc., et al. v. Fleming Companies, Inc., United

tates Distr ot the Western District of Missouri, Case No. 0]-
1022-CV.W-3, Stover commenced an action against Fleming based
upon Fleming’s distribution of Stover candy that allegedly had become
heat damaged while in Fleming’s custody. Ultimately, Stover and
Fleming entered into a settlement agreement resolving the litigation,
subject to full performance of the settlement. A dispute arose over the
manner in which a term of the - settlement agreement was to be
interpreted.  Stover asserted that Fleming was required to pay an
additional $737,000 under the agreement. On February 28, 2003, the
partics filed cross motions for summary judgment. The matter was
submitted to the court, and the parties engaged in settlement
negotiations, and those motions were pending when Fleming
commenced bankruptey. On September 15, 2003, the court dismissed
the summary judgment motions without prejudice to their being reset if
and when the parties obtain relief from the automatic stay in the
Fleming bankrupicy case.

Bank of New York v. Fl Inc., New York Supreme

Court, Frie County, Index No, 2@1—28@ One of the principals of
Avery’s Markets, a grocery store operator supplied by Fleming, owned
real property subject to a mortgage to Bank of New York (“BONY™).
The mortgage contained an assignment of rents clause, Fleming leased
the property and subleased the premises to Avery’s. The principal
defaulted on the BONY mortgage, Avery's and its principals filed
bankrnuptcy cases and BONY foreclosed on its mortgage. Five years
later BONY sued Fleming to enforce its assignment of rents rights and
to collect approximately $203,000. Fleming asserted defenses of sctoff,
improper exercise of the assignment of rents clause and laches. The
parties filed and argued cross-motions for summary judgment. The
Chapter 11 Cases were commenced before those motions were decided,
and all proceedings in the case are now stayed.

Wayne Berry v. Fleming Companies, Ine., et al, USDC Hawaii No. 01
00446 SPE-LEK. Wayne Berry, designer of certain software used by
Fleming at its Kapolei, Hawaii facilities to track freight, sued Fleming
for copyright infringement. Fleming denied the allegations, and the
mztter went to trial. On March 6, 2003, the jury found in favor of
Fleming on all claims but one. With regard to the claim on which the
jury found in Berry’s favor, the jury awarded damages of $98,250 and




I

9

found that Fleming had willfully infringed. Post-trial motions were still
pending when the bankruptcy petition was filed on April 1, 2003,
staying the proceedings.

Court of Amgeals Dlstru:tlll, Coungj of Douﬁlas {Case No. 02-
2617). After a jury trial, judgment was entered in favor of

Betterman in January 2 I)J. Betterman was awarded damages

totaling $555,600. On October 24, 2002, Fleming appealed to _the
Wisconsin_Court of Appeals. The Wisconsin Court of Appeals

affirmed the judgement in favor of Beiterman. Fleming does not
anticipate any further appeals.

Hughes, _Inc., 15"' Judlclal Dlstru:t Coug, Lafa!ette Parlsh,
Louisiana, 20036373. Fleming filed suit against defendants alleging
their contamination of certain real property owned by Fleming in
Broussard, Louisiana. Defendants owned adjacent property whose
soil_and grounﬁwater became contaminated from defendants’
operations _and contaminated Fleming’s property. Fleming
subsequently sold the property, postpetition. The purchase
required a2 $1 million reduction in_the sale price due to the
contamination. Fleming filed suit alleging claims of trespass,
negligence, nuisance and_strict liability against defendants to
recover the diminution in property value. This lawsuit is currently

pendiag.

and Iﬁm ___' R;';ﬂmgﬁ. Clrcult Court of Clax Coung;, Liber_tx,
Missouri. This proceeding involved the liquidation of Fleming’s

ownership interest in a joint venture. Specifically, I-35 and
Fleming established a joint venture in 1998 to own and develop a

shopping center. Fleming alleged that 1-35 took every possible

action_to prevent a sale of the property and forced Fleming to
pursue attempts to sell the property by dissolving the entity and
liquidating the assets as well as preparing Eleadn’ngs necessary o
foreclose on a mortgage loan Fleming extended to the joint venture.
1-35 alleged that Fleming sought a quick repayment of its
outstanding Ioan balance in a postpetition fire sale and that.
Fleming had no right under the operating apreement to sell the
shopping center without first meeting certain prerequisites. The

ankruptey Court granted relief from stay on or about December
15, 2003, to allow both parties to litigate outside of Bankruptey

Court, I-35 initiated a lawsuit against Fleming in the Circuit Court
of Clay County, is matter was settled on or about January 30,
2004. The terms of the seitlement apgreement are, generally, that

Fleming and I-35 agreed to sell the property for $10,550,000, that

= wo receive

released each other

,000, the parties further waived and
from all claims, and apgreed that they weo

then dissolve the joint venture and wind up iis affairs.




I £ d-Significant Adversary Proceedings Filed in the Debtors’ Chapter 11 Cases

1] Reclamation related adversary proceedings-filed-in-these-Chapter -+
Cases._As described in secfion above, on November 25, 2003,

2)

ALYEER L 0CCCH . BAllS] 1 A - dNnies. [

initiated a_pumber of Adversary Proceedings in_these Chapter 11
Cases against surety companies, Below is a summary of each such
Adversary Proceeding.

Company, 03-60186. _ This Adversary
Proceeding was commenced on
December 23, 2003 to recover alleged
preferences in the sum of $15,000,000
rom surance Company. The
parties negotiated a settlement, and on
anuary 21, 2004, the Bankruptcy Court

entered its Order Granting Debtors’
Motion Porsuant To 11 U.S.C. Section

105(a) and Fed. R. Bankr. P. 9019 For
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Approval Of Compromise With RLI
Insurance Company. This adversary

proceeding was dismissed with prejudice
on February 17, 2004.

ff

03-60187. This Adversary Proceeding
was commenced on December 23, 2003 to

recover alleped preferences in the sum of_
$4.100,000 from Travelers Casualty and

urety Company of America
(“Travelers”). On Kebruary 6, 2004,
Travelers filed an_answer denying_all

liability and _raising a2 pumber of
affirmative defenses.

[7e

Lire Insurauce Comparny, 03-60188. This
Adversary Proceeding was commenced on_
Decemnber 23, 2003 to recover alleped
preferences in the sum of $11,000,000

from estchester  Fire nsurance

Company.  The parties negotiated a
settlement, and on January 21, 2004, the
Bankruptey Court_entered ifs Order
Granting Debtors’ Motion Pursuant To
11 U.S.C. Section 105(a) and Fed. R.
ankr. . 901 or _Approval Of
Compromise With  Westchester Fire
Insurance Company. This adversary
proceeding was dismissed with prejudice
on February 17, 2004,

ening L O0Mpanic, LN i

American Insurance Company, 03-69189.
This Adversary Proceeding was

commenced on December 23, 2003 to

recover alleged preferences in the sum o

7,900,000 from__ Zurich  American
nsurance Compan “Zarich™). On
anuary 20, 2004, AUTIC iled
Defendant’s otion To ismiss For
Failure_To State A Claim Upon Which_
Relief Can Be Granted. Fleming filed its
opposition o the motion on February 13,
2004,
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0 -59 4. Thi versaﬂ Proceedig_
was commenced on December 9, 2003, to
obtain declaratory relief with respeci to

various issues under primary and excess
policies of directors and officers liability

insurance. _ Defendants __Greenwich
Insurance Company, Underwrifers at
Lloyd’s Syndicates, Zurich Specialties
London Limited, Twin__ Cities  Fire
Insurance Company, Gull__Insurance

ompany __ an umbermen’s utual

asualty Cempany have answered the
complaint and have filed counterclaims
for_declaratory relief on_the same issues
that form the basis of the complaint.
Fleming_has filed a reply to each
counterclaim. efendant urope
QEEQ Eimited was recentli served with
sununons and complaint and has net yet
responded to the complaint. efendant

tarr Excess  Liability International
Insurance Lid. demanded that it be
served pursuant to the provisions of the
Hague Convention_on_Service of Process
Abroad. That service has been made, bué
Starr has _not _vet responded to the
complaint. _The parties have a greed to
hold in_abeyance_all issnes other tham_
coverage Issues raised by the complaint
and counterclaims and have propounded

written discovery to each other on those
issues.

-The Kroger Co. v._Fleming Companies,
Inc., 03-52915. This is a reclamation claim.

The parties have stipulated to suspend
proceedings pending general resolution of
reclamation claims collectively.

Superior Dairy v, Flemine Companies Inc,
g _al, 03-53034. Plaintiff alleged that
certain funds in_Fleming’s possession
were Plaintifi°s property. The parties
stn’gﬁlateﬁ to_a_dismissal ol the action on

or about February 13, 2004.

Fleming  Companies, Inc., 03-53346.
Plaintiff alleged that certain funds in_

Fleming’s _possession _were held in
constructive trust jor the benefit of the




(1]

vendors. The parties reached a settlement

that was approved by the Bankruptcy
Court by order entered February 5, 2003.

2y-Farris Produce,_Inc., et al. v. Fleming
Companies, Inc., et al. 03--54448 This

proceeding is a class action brought by and
on behalf of bpumerous vendors who
delivered certain goods directly to retailers
and invoiced Fleming for such deliveries.
Plaintiffs contend that certain funds in
Fleming's possession are held in
constructive trust for the benefit of the class

of vendors. Fleming denied Plaintiffs’

3)—Fleming Companies, Inc. v. Jackson
Capital Management, et al. 03-54449. This

proceeding is a request for an injunction
under 11 U.S.C. §105 to prevent class
actions against present and former directors.
The parties have postponed the proceedings
by stipulation.

{-Fleming Companies, [nc v. Robert Ellis
et_al. 03-54756. This proceeding is a
request for an injunction under 11 U.S.C.
§ 105 to prevent the State of Georgia from
criminally prosecuting a Fleming executive.
The Bankruptcy Court granted a preliminary
injunction apainst the prosecution.
Discovery is ongoing in advance of an
unscheduled final hearing.

(&—Wayne Berry v, Hawaiian Express
Service et al, TJSDC Hawaii No, CV 03
00385 SOM-LEK. In this proceeding,
Wayne Bermry has sued Fleming, C&S and
other companies and individuals in the
United States District Court for Hawaii
alleging that the defendants continue to
violate his copyright in certain freight
tracking sofiware previously wused by
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Fleming at its faciliies in Kapolei, Hawaii.
Bemry’s software was the subject of a
prepetition - lawsuit, discussed in -~ the
prepetition section above, in which Berry
won $98,250 and a finding of willful
infringement against Fleming, but the

automatic stay went into effect
before the judgment was entered. In the
postpetition lawsuit, originally filed on July
22, 2003 and amended on August 13, 2003
to include Fleming, C&S and various
employees as individuals, Berry alleges that
the defendants continue to infringe on his
software copyrights notwithstanding the
prepemlon Jury verdict. %ﬁ—deibnéaals-

te—dmms—s&ay—er—&&ns!?er—mscovcry is
ongoing—.and a trial date has been set for,
Noyember 16, 2004,

{6y —Gorman Foods, LLC v. Fleming

anies, Inc., 03-55518. This
proceeding is a complaint brought by a
group of store owners seeking over
$445,000 in damages on the basis that
Fleming is holding in trust for the benefit of
the store owners certain funds remitted by
certain vendors to Fleming to pay for
various product advertisements run by the
group of store ownmers. Discovery is
ongoing.

-The Unofficial Committee of Unsecured
Trade Creditors of Dunigan Fuels, Inc. v,
Deutsche Bank Trust Company Americas, el
al., 03-55715. This proceeding is a
frandulent conveyance complaint brought by
a group of creditors against various banks
and Fleming for $9.2 million which was
allegedly owed by Dunigan Fuels, Inc. The
creditors proup contends that but for
Fleming’s causing Dunigan Fuels to
guarantee unrelated debts, Dunigan Fuels
would have been able to repay the group.
The group therefore seeks to have this
money repaid by the banks or by Fleming._

Thls preeeedmg—:s—an—adversary prc;ceeclmg=
was filed on September 26, 2003, by eleven
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Clai ar Date an

a.

eview Proc

Claims Bar Daie

PACA  climants  against  Fleming
Companies, Inc. and three of its officers. In
their adversary complaint, plaintiffs seek to
recover $3,203,608.80 (plus costs and
attorneys’ fees) as statutory trust assets
pursuant to the PACA. In addition,
plaintiffs assert common law claims of
breach of contract and breach of fiduciary

Lompanies, Ing, of, ql, 03:-53027. Sara
Lee Bakery Group (“SLBG”) was a
vendor that delivered goods direetly to
retailers and invoiced Fiemmg for such
deliveries. SLLB(G initiated this adversary

proceeding, on April 17, 2003, alleging,
inter alia, that the funds paid to Fleming
by the retailers were held in constructive
trust for the benefii of SLBG. Fleminp
denied S ’s claims, On May 12, 2003,

the Bankruptey Court eniered a
Tempora Res{rainin: Order _ (the

“TRO”). Pursuant to the TRO, Fleming
paid the amount ef 51,205,739.‘75 to

SLBG_and placed $943403.56 in_a
segrega account pending the final
resolution of the Adversary Proceeding.

After the completion of discovery, the
parties reached z_settlement which was

approveﬁ by _the Bankruptcy Court on
November 25, 2003. Under the terms of
the settlement, SLEG paid to Fieminp the
sum of 8205,735.70, SLBG retained the

remainder of the funds paid to it by

Fleming pursuant to the TRO and SLBG
refained an allowed unsecured claim in

the amount of $701,795. In addition, the
TRO was_vacafed and Fleming and
SL.BG: were relieved of their obligations
under the TRO, including eming’s
obllgation fo_sepregate funds for the
benefit of SLBG. Each parity bore its own

costs and attorneys’ fees.

On June 25, 2003, the Bankiuptcy Court entered an order (the “Bar Date Order”)
establishing September 15, 2003 as the bar date (the “Non-Governmental Claims Bar Date™) for all non-
governmental Persons and Entities to file prepetition Claims in these Chapter 11 Cases and October 1, 2003 as the
bar date (the “Governmental Bar Date”} for all governmental Persons and Entities to file prepetition Claims in these




Chapter 11 Cases. The Bar Date Order further provides that, among other things, any Person or Entity that is
required to file a Proof of Claim in these Chapter 11 Cases but fails to do so in 2 timely manner shall be forever
barred, estopped and enjoined from (a) asserting any Claim against the Debtors that such Person or Entity has that
(1) is in an amount that exceeds the amount, if any, that may be set forth in the Schedules or (ii) is of a different
nature or in a different classification than what may be set forth in the Schedules (in either case any such Claim
referred to as an “Unscheduled Claim”) and (b) voting upon, or receiving distributions under, any plan or plan of
reorganization in these Chapter 11 Cases in respect of an Unscheduled Claim.

h. Administrative Claim Bar Date

On December 3, 2003, the Bankruptcy Court entered an order approving January 15,
2004 as the bar date for all persons or entities holding an Administrative Claim arising on or after April 1, 2003,
through and including October 31, 2003 (the “First Bar Date Order”) [Docket No. 4738)]. For purposes of the First
Administrative Bar Date, an Administrative Claim includes any Claim (as defined in 11 U.S.C. § 101(5)) with
respect to which the holder intends to seck priority of payment pursvant to sections 503 and 507(a)(1) of the
Bankruptcy Code, except for the following: (i) Administrative Claims of professionals retained pursvant to sections
327 and 328 of the Bankruptcy Code; (ii) expenses of members of the Creditors’ Committee; (iii) all fees payable
and unpaid under 28 U.S.C. § 1930; (iv) any fees or charges assessed against the estates of the Debtors under 28
U.S.C. § 123; (v} intercompany Claims between Debtors and their affiliates; (vi) Administrative Claims arising in the
ordinary course of business relating to inventory, services or supplies provided by trade vendors or service providers
which are paid or payable by the Debtors in the ordinary course of business; (vii) Claims for reclamation asserted
pursnant to section 546(c) of the Bankruptcy Code; (viii) Administrative Claims relating to executory confracts and
unexpired leases that bave neither been rejected nor assumed by the Debtors, as well as Administrative Claims
relating to, or arising under, executory contracts or unexpired leases, regardless of whether such executory contracts
or unexpired leases have been assumed or rejected, that are unknown to the claim holder; (ix) Administrative Claims
that have previously been filed or for which any request for payment pursnant to section 503(a) of the Bankrupicy
Code or adversary procceding is pending; and (x) any Claims of the Pre-Petition Lenders’ agents and Pre-Petition
Lenders as well as those of the Post-Petition Lenders’ agents and Post-Petition Lenders arising under or in
connection with the Pre-Pefition Credit Agreement, DIP Credit Facility and the Final DIP Order. The
Administrative Bar Date Order further provides that any person or entity that is required to file a Proof of
Administrative Claim in these Chapter 11 Cases, but fails to do so on or before the Administrative Claims Bar Date,
shall not, with respect to any such Administrative Claim, be treated as a creditor of the Debtors for purposes of
allowing such Claim. The court-approved Administrative Claims Bar Date Notice provides that, among other things,
any Person or Entity that is required to file a Proof of Administrative Claim in these Chapter 11 Cases, but fails to do
80 in a timely manner, shall be forever barred, estopped and enjoined from (a) asserting any such Administrative
Claim agamnst the Debtors and (b) voting upon, or receiving distributions under, any plan or plan of reorganization in
these Chapter 11 Cases in respect of such Administrative Claim.

C. Claims Review Process

The Debtors have begun to evaluate the numerous Claims filed in these Cases to
determine, among other things, whether it is necessary and appropriate to-file objections seeking to disallow, reduce
and/or reclassify such Claims The Debtors expect to also reconcile the Claims against their Schedules in an effort to
(a) eliminate duplicative or erroneous Claims and (b) ensure that the Bankruptcy Court allows only valid Claims. If
the Debtors, Core-Mark Newco, or the Post Confirmation Trust, as applicable, objects to a Claim, a hearing
regarding such objection will be held and notice of such objection and the related hearing will be provided to
affected Claim Holders as well as to other parties entitled 1o receive notice. To the extent necessary, the Bankruptcy
Court will rule on the objection and ultimately determine whether, and in what amount and priority, to allow the
applicable Claim. If the Debtors, Core-Mark Newco, or the Post Confirmation Trust, as applicable, do not object to
a Claim by the Objection Deadline, such Claim will be deemed allowed and will receive the treatment accorded such
Claim under the Plan, As appropriate, the Debtors, Core-Mark Newco, or the Post Confirmation Trust, as
applicable, may seck to negotiate and/or settle disputes regarding a Claim or Claims as an alternative to filing
objections to the allowance or treatment of such Claims.
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VI. SUMMARY OF THE PLAN OF REORGANIZATION
A, Overview of Chapter 11

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, its creditors and
interest holders. Another goal of chapter 11 is to promote equality of treatment for similarly sitvated creditors and
similarly situated interest holders 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 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 makes the plan binding upon the debtor, any issuer of securities under the
plan, any person or entity acquiring property under the plan and any creditor of, or equity holder in, the debtor,
whether or not such creditor or equity holder (a) is impaired under or has accepted the plan or (b) receives or reiains
any property under the plan. Subject to certain limited exceptions and other than as provided in the plan itself or the
confirmation order, the confirmation order discharges the debtors from any debt that arose prior to the date of
confirmation of the plan and substitutes therefore the obligations specified under the confirmed plan.

A chapter 11 plan may specify that the legal, contractual and equitable right of the holders of claims or
interests in classes are to remain unaltered by the reorganization effectuated by the plan. Such classes are referred to
as “unimpaired” and, because of such favorable treatment, are deemed to accept the plan. Accordingly, it is not
necessary 1o solicit votes from the holders of claims or equity interests in such classes. A chapter 11 plan also may
specify that certain classes will not receive any distribution of property or retain any claim against a debtor. Such
classes are deemed pot to accept the plan and, therefore, need not be solicited to vote to accept or reject the plan.
Any classes that are receiving a distribution of property under the plan but are not “unimpaired” will be solicited to
vote to accept or reject the plan,

Section 1123 of the Bankruptcy Code provides that a plan of reorganization shall classify the claims of a
debtor’s creditors and equity interest holders. In compliance therewith, the Plan divides Claims and Equity Interests
into various Classes and sets forth the treatment for each Class. The Debtors also are required under section 1122 of
the Banlkruptcy Code to classify Claims and Equity Interests into Classes that contain Claims and Equity Interests
that are substantially similar to the other Claims and Equity Interests in such Classes. The Debtors believe that the
Plan has classified all Claims and Equity Interests in compliance with the provisions of section 1122 of the
Bankruptcy Code, but it is possible that a Holder of a Claim or Equity Interest may challenge the classification of
Claims and Equity Interests and that the Bankruptcy Court may find that a different classification is required for the
Plan to be confimmed. In such event, the Debtors intend, to the extent permitted by the Bankruptcy Court and the
Plan, to make such reasonable modifications of the classifications under the Plan to permit confirmation and to use
the Plan acceptances received in this solicitation for the purpose of obtaining the approval of the reconstituted Class
or Classes of which the accepting Holder is ultimately deemed to be a member. Any such reclassification could
adversely affect the Class in which such Holder was initially a member, or any other Class under the Plan, by
changing the composition of such Class and the vote required of that Class for approval of the Plan.

The Debtors (and each of their respective Affiliates, agents, directors, officers, cmployees, advisors and
attorneys), the Creditors Committee (and each of their respective Affiliates, agents, directors, officers, employees,
advisors and attorneys) have, and upon confirmation of the Plan will be deemed to have, participated in good faith
and in compliance with the applicable provisions of the Bankruptcy Code with regard to the distributions of the
securities under the Plan, and therefore are not, and on account of such distributions will 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.
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THE REMAINDER OF THIS SECTION PROVIDES A SUMMARY OF THE STRUCTURE AND
MEANS FOR IMPLEMENTATION OF THE PLAN AND THE CLASSIFICATION AND TREATMENT OF
CLAIMS AND EQUITY INTERESTS UNDER THE PLAN AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO THE PLAN (AS WELL AS THE EXHIBITS THERETQO AND DEFINITIONS IN THE PLAN).

THE STATEMENTS CONTAINED IN THIS DISCLOSURE STATEMENT INCLUDE SUMMARIES
OF THE PROVISIONS CONTAINED IN THE PLAN AND IN THE DOCUMENTS REFERRED TO IN THE
PLAN, 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 IN THE PLAN, AND REFERENCE IS MADE TC THE PLAN AND TO SUCH
DOCUMENTS FOR THE FULL AND COMPLETE STATEMENT OF SUCH TERMS AND PROVISIONS.

THE PLAN ITSELF AND THE DOCUMENTS IN THE PLAN CONTROL THE ACTUAL
TREATMENT OF CLARMS AGAINST, AND EQUITY 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 EQUITY INTERESTS IN, THE DEBTORS, 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, ON THE ONE HAND, AND
THE PLAN OR ANY OTHER OPERATIVE DOCUMENT, ON THE OTHER HAND, THE TERMS OF THE
PLAN AND/OR. SUCH OTHER OPERATIVE DOCUMENT SHALL CONTROL.

B. Generally
1. Structure of Reorganizing Plan

The Debtors believe that the Plan provides the best and most prompt possible recovery to Holders
of Claims and Equity Interests. For purposes of this Disclosure Statement, the term Holder refers to the holder of a
Claim or Equity Interest in 2 particular Class under the Plan. If the Plan is confirmed by the Bankruptcy Court and
consummated, on the Effective Date or as soon as practicable thereafter, the Debtors will make distributions in
respect of certain Classes of Claims and Equity Interests as provided in the Plan. The Classes of Claims against, and
Equity Interests in, the Debtors created under the Plan, the treatment of those Classes under the Plan and
dlstnbutlons to be made under the Plan are described below.

2. eat ore-Mark Newc

The Plan will-prevideprovides for the rcorganization of the Debtors centered around their
remaining convenience store wholesale distribution business. As a result of the restructuring transactions described

below in Sgection EQIJL; hereof Mebtors corporate structure w:ll change as of the Effective Date. On the

Iggg_Mmter-exsman Co ,anQ_Head sttnbutmg Co. 1._=-= 3 idiarie Eloming{the
Mus_], will become mdu‘ect, wholly—owned subsu'hanes of Core-Mark Newco fllwe—new,—wheﬂy-omed—

o

—An orgamzatlonal cha.rt deplctmg the anhcipated corporate
structure of the new holding companies of the Reorgamzed Debtors as of the Effective Date is set forth below.




Core-Mark NewCo

Core-Mark Holdings 1 Core-Mark Holdings I

Core-Mark Holdings [
I

Debtor’s Convenience Store business
including Core-Mark International, Inc.
and its subsidiaries

3. Exit Financing Facility, Obtaining Cash for Plan Distributions and Transfers of Funds
Among the Debtors and the Reorpanized Debtors

All Cash necessary for Core-Mark Newco and the Post Confirmation Trust, as applicable, to make
payments pursuant to the Plan will be obtained from the Reorganized Debtors’ existing Cash balances, the
continuing_operations_of Core-Mark Newco, the Exit Financing Facility, the Tranche B Loan-es—the Rights-
Offering and prosecution of Causes of Action, including collections of the Litigation Claims, unless such Cash is not
sufficient to fund the Plan, in which case the Debtors, with the consent of the Committee, reserve the right to raise
Cash from a sale of some or substantially all of their assets. On the Effective Date, the Reorganized Debtors are
authorized to execute and deliver those documents necessary or appropriate to obtain the Exit Financing Facility—

[(he—datarmyinatan - 2 ar A hliza_n n p 3 3
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Financing Facility shall not be secured by the assets transferred to the Post Confirmation Trust.

4, Tranche B Loan

The Tranche B Loan shall be 2 term credit facility in the amount of up to $60 million available to
be borrowed from the Tranche B Lenders on the Effective Date in the form of funded borrowings or letters of credit.
All obligations under the Tranche B Loan shall be secured by second priority security interests in and liens upon
substantially all present and future assets of Core-Mark Newco, other than those assets transferred to the Post
Confirmation Trust, including accounts receivable, general intangibles, inventory, equipment, fixtures and real
property, and products and proceeds thereof. The Tranche B Loan shall be junior to the Exit Financing Facility.

The Tranche B Loan shall be made by the Tranche B Lenders on substantially the terms set forth
I enjn the Indicative Tranche B Loan Term Sheet;-which-is_ attached hereig as Exhibit Eto-the-Plan§,

5. Sale of Assets

In the event that the Debtors do not have sufficient Cash from their (i) existing Cash balances on
I the Effective Date, (ii) operations, (iii) the Exit Financing Facility, (iv) the Tranche B Loan or i i
{v) pursuit of Causes of Action to make the required payments under the Plan, the Debtors, with the consent of the
Creditors Committee, reserve the right to fund the Plan through a sale of some or substantially all of the assets of the
Debtors under section 363 of the Bankruptcy Code.




C. Classification And Treatment Of Claims And Equity Interests

1. Summary of Unclassified Claims against all Debtors
a. Administrative Claims

Subject to the provisions of section 330(a) and 331 of the Bankruptey Code, each Holder
of an Allowed Administrative Claim, including Holders of Allowed Approved Trade Creditor Lien Claims, but
excluding claims for Professional Fees, will be paid the full unpaid amount of such Allowed Administrative Claim in
Cash (i) on the Effective Date or as soon as practicable thereafter, or (ii) if such Adminsstrative Claim is Allowed
after the Effective Date, as soon as practicable after the date such Claim is Allowed, or (iii) upon such other terms as
may be agreed upon by such Holder and the applicable Reorganized Debtor or otherwise upon an order of the
Bankruptcy Court; provided that Allowed Administrative Claims including Allowed Approved Trade Creditor Lien
Claims representing obligations incurred in the ordinary course of business or otherwise assumed by the Debtors or
Reorganized Debtors pursuant hereto will be assumed on the Effective Date and paid or performed by the applicable
Reorganized Debtor when due in accordance with the terms and conditions of the particular agreements governing
such obligations.

Except as prowded in the Plan, Holders of Ad.!mmstrauve Clau'ns that arose on or before

October 31, 2003 ska P
which the First Adm:.mstratlve Ba: Date de : o i e i
Administrative Claims that arose afier October 31 2003 that have not been pa1d as of the Effectwe Date, must file an
Administrative Claim by the Second Adn'umstrahve Bar Date. If an Administrative Claim is not timely filed by the
First Administrative Bar Date or the Second Administrative Bar Date, as applicable, then such Admiristrative Claim
shall be forever barred and shall not be enforceable against the Debtors or the Reorganized Debtors, their successors,
their assigns or their property. The foregoing requirements to file Administrative Claims by the relevant bar date
shall not apply to the (i) Administrative Claims of Professionals retained pursuant to sections 327-and327, 328 and
363 of the Bankruptcy Code; (if) expenses of members of the Official Committee of Unsecured Creditors; (iii) all
fees payable and unpaid under 28 U.S.C. § 1930; (iv) any fees or charges assessed against the estates of the Debtors
under 28 U.S.C. § 123; (v) Infercompany Claims between Debtors and their affiliates; and (vi) Administrative
Claims arising in the ordinary course of business relating to inventory, services or supplies provided by trade
vendors or service providers which are paid or payable by the Debtors in the ordinary course of business. An
objection to an Administrative Claim filed pursuant to this provision must be filed and properly served within 220
days after the Effective Date. The Debtors and the Post Confirmation Trustee, as applicable, reserve the right to
seek an extension of such time to object.

All Professionals that are awarded compensation or reimbursement by the Bankruptcy
Court in accordance with sections 330, 331 or 363 of the Bankruptcy Code that are entitled to the pricrities
established pursuant to sections 503(b)(2), 503(b)(3), 503(b)(4), or 503(b)(5) of the Bankruptcy Code, shall be paid
in full, in Cash, the amounts allowed by the Banlauptcy Court: (a) on or as soon as reasonably practicable following
the later to occur of (i) the Effective Date; and (ii) the date upon which the Bankruptcy Court order allowing such
Claim becomes a Final Order; or (b) upon such other terms as may be mutually agreed upon between such
Professional and the Reorganized Debtors. On or before the Effective Date and prior to any distribution being made
under the Plan, the Debtors shall escrow into the Professional Fee Escrow Account, the Carve-Out and the
Additional Carve-Out as outlined in the Final DIP Order and any additional estimated accrued amounts owed to
Professionals throngh the Effective Date.

Except as otherwise provided by Court order for a specific Professional, Professionals or
other entities requesting compensation or reimbursement of expenses pursuant to sections 327, 328, 330, 331, 503(b)
and 1103 or 363 of the Bankruptcy Code for services rendered prior to the Confirmation Date must file and serve an
application for final aliowance of compensation and reimbursement of expenses no later than forty-five (45) days
after the Effective Date. Al such applications for fina] allowance of compensation and reimbursement of expenses
will be subject to the authorization and approval of the Court. Any objection to the Claims of Professionals shall be
filed on or before thirty (30) days after the date of the filing of the application for final compensation.
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b. Priority Tax Claims

defen'ed Cash payments over a pcnod not to exceed six years after the

d.ate of assessment m—aeee*dmee—v&th—§-1—l—2-9{a}(—9}f€)—of the

C. DIP Claims

On the Effective Date, or as soon as practicable thereaftes, each Holder of an Allowed
DIP Claim shall be paid in full in Cash in full satisfaction, settlement, release and discharge of and in exchange for
each and every Allowed DIP Claim, unless such Holder consents to other treatment.
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Classification and Treatment of Classified Claims

a.

I

e

Class 1{A)—Other Priority Non-Tax Claims

(1)

@)

©))

Classification: Class 1{A) consists of all Allowed Other Priority Non-
Tax Claims.

sahsfact:on, settlement, release, a.nd drscha:ge of. and in exchange for,
each and—eveﬁ'—Allowed Other Pnonty 'Non-'I‘ax Clann inCash—in

Voting: Class 1{A) is not impaired and the Holders of Class 1(A)
Claims are conclusively deemed 10 have accepted the Plan pursuant to
section 1126(f) of the Bankruptcy Code. Therefore, the Holders of

Claims in Class 1 are not entitled to voie to accept oy reject the Plan,

ngm_gm enutled to vote to ac accept or re_|ect the P]an.

b—Class 2—Pre-Petition Lenders’ Secured Claims

(1)

@)

Classification: Class 2 consists of all Allowed Pre-Petition Lenders’
Secured Claims.

Treatment: On the Effective Date, or as soon as practicable thereafter,
vnless such Holder consents to other treatment, each Holder of an
Allowed Pre-Petition Lenders® Secured Claim shall be paid in full and
shall either (i) assign its liens in the Debtors® assets to the lender under
the Exit Financing Facility Agreesentor (ii) assign its liens in the
Debtors’ assets to Core-Mark Newco, which liens as agsigned shall




[

[

have the same validity and priority as such liens held by the Holders of
the Class 2 Claims, and which liens as assigned shall be subject to
further transfer to the Post Confirmation Trust, as applicable.

Any default with respect to any Class 2 Claim that existed immediately
prior to the filing of the Chapter 11 Cases shall be deemed cured upon
the Effective Date.

3 Voting: Class 2 is not impaired and the Holders of Class 2 Claims are
conchisively deemed to have accepted the Plan pursuant to section
1126(f) of the Bankruptcy Code. Therefore, the Holders of Claims in
Class 2 are not entitled to vote to accept or reject the Plan.

&-Class 3(A)— Other Secured Claims_that are not Class 1(B) Claims

1) Classification: Class 3(A) consists of all Allowed Other Secured
Claims that are not Class 1(B} Claims.

) Treatment: On the Bffective Date or as soon as practicable thereafter,
cach Holder of an Allowed Other Secured Claim that is net a Class
1(B)_Claim_(e.g. PMSI Holders, equipment financing lenders, etc.)
shall receive one of the following treatments, at the Debtors’ option,
such that they shall be rendered unimpaired pursuant to section 1124 of
the Bankruptcy Cede: (i) the payment of such Holder’s Allowed Other
Secured Claim in full, in Cash; (ii) the sale or disposition proceeds of
the property securing such Allowed Other Secured Claim to the extent
of the value of the Holder’s interests in such property; or (iii) the
surrender to the Holder of the property securing such Claim.

3) Voting: Class 3(A) is unimpaired and Holders of Class 3{A) Claims are
conclusively . deemed to have accepted the Plan pursuant to
section 1126(f) of the Bankmuptcy Code. Therefore, the Holders of
Claims in Class 3(A) are not entitled to vote to accept or reject the Plan.

d&-Class 3(By—Approved Trade Creditor Reclamation Lien Claims

(1)  Classification: Class 3(B) consists of all Allowed Approved Trade
Creditor Reclamation Lien Claims.

(2)  Treatment: On the Effective Date, or as soon as practicable thereafier,
Core-MarkNewee-orthe Post Confirmation Trust-as-applieable; shall
issue a-promissory-netethe Class 3B Preferred Inferests in favor of
the Holders of Allowed Approved Trade Creditor Reclamation Lien
Clalms in thc estimated aggmgate amount of such Allowed Clmms

M&MMJO be relssued as such Cla1ms are
Allowed by Final Order or settlement} and grant a first priority lien to
such Holders on the Post Confirmation Trust Distributable Assets,
entitling each Holder of an Allowed Approved Trade Creditor
Reclamation Lien Claim fo its Ratable Proportion of Post Confirmation
Trust Distributable Assets up to the total amount of each Holders’
Allowed Approved Trade Creditor Reclamation Lien Claim, in full
satisfaction, settlement, release and discharpe of each Allowed
Approved Trade Creditor Reclamation Lien Claim, unless such Holder
agrees to other treatment, and subject, at the Debtors’ option, to
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reduction for unpaid post-petition deductions, preference payments and
other applicable setoff rights.

3 Voting: Class 3(B) is impaired and the Holders of Class 3(B) Claims
are entitled to vote to accept or Teject the Plan.

&-Class 3(Cy—DSD Trust Claims
(n Classification:  Class 3(C) consists of all Allowed DSD Trust Claims.

) Treatmeni:

eachEach Holer of an Allowed DSD Trust Claim shall be paid in full
satisfaction, settlement, release and discharge of each Allowed DSD
Trust Claun m Cash m——ﬁﬂl—ualess—sueh—Heldef—agrees—te—eﬂwr—

3) Voting: Class 3(C) is ummpa-lfedmaj,r_q;l and Holders of Clauns in
Class 3(C) are eonely 3 SHEGHA

Gla&ms—m—Glass—%(G}—afe—nat—enhﬂed to vote to accept or reject the
pElan.

£-Class 4—PACA/PASA Claims

(1)  Classification: Class 4 consists of all Allowed PACA/PASA Claims.
(2)

Treatment:

settlement, release, and chscharge of,‘. and in exchange for, each aad-

every—Allowed PACA/PASA Clalm E-Gash—lﬂ—ﬁal-l—&em—the—pfevwmlf

3) Voting: Class 4 is unimpaired and Holders of Allowed Claims in Class
4 are conclusively deemed to have accepted the Plan pursuant to section
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1126(f) of the Bankruptcy Code. Therefore, the Holders of Claims in
Class 4 are not entitled to vote to accept or reject the Plan.

h. g-Class 5—Valid Reclamation Claims that are not Class 3(B) Claims

(1) Classification: Class 5 consists of Allowed Valid Reclamation Claims
that are not Class 3(B) Clairms.

(2) Treatment: To the extent the Court determines that the Holders of
Reclamation Claims that are not Class 3(B) Claims are entitled to
priority treatment, on the Effective Date, or as soon as practicable
thereafter, Gere-Martk—Noweco—er—the Post Confirmation Trust—as-
applicable, shall issue a—psemissew—netem:@;,g_&g&m
Interests in favor of such Holders in the estimated aggregate amount of
their Allowed Clauns W

second pnonty hen on the Post Conﬁrmauon Trust Distributable Assets
entitling each Holder to its Ratable Proportion of the Post Confirmation
Trust Distributable Assets, after all Class 3(B) Claims are paid in full.

3) Voting: Class 5 is impaired and Holders of Allowed Claims in Class 5
arc entitled to vote to accept or reject the Plan.

b=

1Class 6—General Unsecured Claims other than Convenience Claims

) Classification: Class 6 consists of all Allowed General Unsecured
Claims other than Convenience Claims,

(2) Treatment: On the Effective Date, or as soon as practicable thereafter,

each Holder of an Allowed General Unsecured Claimn other than

: Convenience Claims, shall be paid in full satisfaction, settlement,
release, and discharge of and in exchange for each and every Allowed

General Unsecured Claim other than Convenience Clamms, at the

Debtors’ option, in one or a combination of the following manners: (i)

issuance of a Ratable Proportior of New Common Stock subject to

difution from the issuance of warrants to the Tranche B Lenders or-the-

S : o Fer ifapplieab ,dtbl‘ough
tha Ma.uagemeut Incenhve Plan, aud!or (u) in the event the Debtors,
with the consent of the Creditors Committee, elect to sell some or all of
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their assets as outlined herein, a Ratable Proportion of Cash remaining
from the sale of such assets after all of the Allowed Unclassified Claims
and Claims of Holders in Classes 1 through 5 have been satisfied in
full.

Voting: Class 6 is impaired and Holders of Claims in Class 6 are
entitled to vole to accept or reject the Plan.

#Class 7 - Convenience Clarms

(1)

@

&)

Classgf‘catran Class 7 consists of all General Unsecured Claims, other_

{ | gg, of $5,000 or less held by a
smgle Holder Holders of_%ﬁg;ggm General Unsecured Claims in
excess of $5,000 may not opt into Class 7.

Treatment: On or as soon as practicable after the Effective Date, each
Holder of an Allowed Class 7 Claim shall receive, in full and final
satisfaction of such Claim, a eCash distribution equal to 10% of the
amount of its Class 7 Claim, provided however, the aggregate amount
of such Allowed Class 7 Claims shall not exceed $10,000,000. If the
aggregate amount of the Allowed Class 7 Claims exceeds $10,000,000,
each Holder of an Allowed Class 7 Claim shall receive its Ratable
Proportion of $1,000,000.

Voting: Class 7 is impaired, and Holders of Class 7 Claims are entitled
to vote to accept or reject the Plan.

j=Class 8—Equity Interests

)

Classification: Class 8 consists of all Equity Interests.

- emng




2) Treatment: Receives no disiribution and are canceled as of the
Effective Date.

(3)  Voting: Class 8 is impaired, but because no distributions will be made
to Holders of Class 8 Claims nor will such Holders retain any property,
such Holders are deemed to reject the Plan pursuant to section 1126(g)
of the Bankruptcy Code. Class 8 is not entitled to vote to accept or

reject the Plan.
L Xk—Class 9—Intercompany Claims

(1) Classification: Class 9 consists of all Intercompany Claims.

{2} Treatment: Receives no distribution and are canceled as of the
Effective Date.

3 Voting: Class 9 is impaired, eadhut because no distributions will be
made to Holders of Class 9 Claims nor will such Holders retain any
property, such Holders are deemed to reject the Pian pursuant to section
1126(g) of the Baokruptcy Code. Class 9 is not entifled to vote to
accept or 1gject the Plan,

. 1-Class 10 — Other Securities Claims and Interests

1) Classification: Class 10 consists of all Cther Securities Claims and
Interests of whatever kind or nature,

(2)  Treatment: Receives no distribution and are cancelled and discharged
as of the effective date.

3) Voting: Class 10 is impaired, and since no distributions will be made to
Holders of Class 10 Claims, such Holders are deemed to reject the Plan
pursuant to Section 1126(g) of the Bankruptcy Code. Class 10 is not
entitled to vote to accept or reject the Plan,

D. Special Provision Govemning Unimpaired Claims

Except as otherwise provided in the Plan, nothing under the Plan shall affect the Debtors’ or the
Reorganized Debtors’ rights in respect of any Unimpaired Claims, including, but not limited to, all rights in respect
of legal and equitable defenses to or setoffs or recoupments against such Unimpaired Claims.

E, Acceptance And Rejection Of The Plan
1. Voting Classes

Each Holder of an Allowed Claim in Classes 31(B), 3(B), 3(C), 5, 6 and 7 shall be entitled to vote
to accept or reject the Plan.

2. cceptance b ired Cl
An Impaired Class of Claims shall have accepted the Plan if (a) the Holders (other than any Holder

designated under section 1126(¢) of the Bankruptcy Code} of at least two-thirds in amount of the Allowed Claims
actually voting i such Class have voted to accept the Plan and (b) the Holders (other than any Holder designated




under section 1126(e) of the Bankruptcy Code) of more than one-half in number of the Allowed Claims actually
voting in such Class have voted to accept the Plan.

3. Presumed Acceptance of Plan

Classes 1:1(A), 2, 3(A)-3(C) and 4 are unimpaijred under the Plan and, therefore, are presumed to
have accepted the Plan pursuant to section 1126(£} of the Bankruptcy Code.

4, Presumed Rejection of Plan

Classes 8, 9 and 10 are impaired and shall receive no distributions and, therefore, are presumed to
have rejected the Plan pursuant to section 1126{g) of the Bankruptcy Code.

5, on-Consensual Confirmation

The Debtors and the Committee zeserve—the-right towill seek Confirmation of the Plan under
section 1129(b) of the Bankruptey Code, to the extent applicable, inbased on the
classes 8, 9 and 10 and, if any Voting Class fails to accept the Plan in accordance with section 1129(2)(8) of the
Bankruptcy Code. The Debtors and the Committee reserve the right (a) to request that the Bankruptcy Court confirm

the Plan in accordance with section 1129(b) of the Bankruptcy Code and/or (b) to modify the Plan in accordance
with Sgection XIV.D. thereof,

F. Plan Implementation

1. Substantive Consolidation

As set forth in Artielesection V.A of the Plan, all of the Debtors seek a limited substantive
consolidation of their estates solely for purposes of actions associated with the confirmation and consurmmation of
the Plan, including, but not limited to, votmg, ccnﬁrmanon and dJsm'butlon The Plan does not contemplate the
merger or dissolution of any Debtor whigl i
the transfer or commingling of any asset of any Debtor, except that the assets of Flemmg alreadymx being
used by Fleming Convenience in its operations as-shall be formally vested in Core-Mark Newco, Ise-—or one of
itsthe Reorganized DebtorsubsidiariesDebfors, and except to accommplish the distributions under the Plan. Such
limited substantive consolidation shall not affect (other than for Plan voting, treatment and/or distribution purposes)
(i) the legal and corporate structures of a Reorganized Debtor or (ii) equity interests in the Filing Subsidiaries.

a. Other Effects of Substantive Consolidation

As set forth in Article V of the Plan, as a result of substantive consolidation, a Holder of
Claims against one or more of the Debtors arising from or relating to the same underlying debt that would otherwise
constitute Allowed Claims against two or more Debtors, including, without limitation, Claims based on joint and
several liability, contribution, indemnity, subrogation, reimbursement, surety, guaranty, co-maker and similar
concepis, shall have only one Allowed Claim on account of such Claims. In addition, all Claims between and among
Fleming and its Filing Subsidiaries shall be eliminated as a result of substantive consolidation under the Plan.

b. Benefits of Substantive Consolidation

The Debtors and the Coromittee believe that substantive consolidation is in the best
interest of the Debtors’ estates and will promote a more expeditious and streamlined distribution and recovery
process for Creditors. Substantive consolidation of the Debtors® estates will result in (i) the deemed consolidation of
the assets and liabilities of the Debtors; (ji) the deemed elimination of intercompany claims, multiple and duplicative
creditor claims, joint and several liability claims and guarantees; and (ifi) the payment of Allowed Claims from a
common pool of assets. Substantive consolidation will relieve the Debtors’ estates from having to engage in the
costly and time-consuming exercise of litigating intercompany claims as those claims will be eliminated. It will also
relieve the Debtors from having to litigate creditor claims against multiple Debtor entities on the same liability, as
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only one claim will be deemed allowed and payable from one common pool of assets. The Debtors estimate that
there have been over $20 billion of duplicate proofs of claim filed against the Debtors’ estates. Moreover,
substantive consolidation will provide for a greater recovery overall for the vast majority of creditors of the Debtors’
estates.

c. Legal Analysis of Substantive Consolidation

Substantive consolidation is an equitable doctrine that permits the Bankruptey Court to
merge the assets and liabilities of affiliated entities so that the combined assets and liabilities are treated as though
held by one entity. It is well established that section 105(a) of the Bankruptcy Code, which provides in pertinent part
that the “court may issue any order, process, or judgment that is necessary or appropriate to carry out the provisions
of this title,” empowers a bankruptcy court to authorize substantive consolidation. The Bankruptcy Code also
contemplates consolidation in aid of reorganization. 11 U.S.C. § 1123(a)(5).

There are no express criteria in the Bankruptcy Code for determining whether an order
granting substantive consolidation should issue, but the Third Circuit has generally articulated a standard based on
two cases, In re Auto-Train Corp., 810 F.2d 270 (D.C. Cir. 1987) and Union Savings Bank v. Augie/Restivo Baking
Co. (In re Augie/Restivo Baking Co.), 860 F.2d 515 (2d Cir. 1988). Under the Auto-Train test, the court looks at
(1) whether there is substantial identity between the entities to be consolidated and (2) whether consolidation is
necessary to avoid some harm or to realize some benefit. Under the Augie/Restivo test, the court will examine:
(1) whether creditors dealt with the entitics as a single economic unit and did not rely on their separate identity in

extending credit or (2) whether the affairs of the debtor companies are so entangled that consolidation will be
beneficial.

A party may be estopped from opposing substantive consolidation where a reasonable
party in a similar situation “knew or should have known of the close association between affiliate and bankrupt,” or
where the party could be deemed to have dealt with the debtors with full knowledge of their consolidated operations.
In re Snider Bros., Inc., 18 BR. 230, 237-38 (Bankr. Mass. 1982). The existence of cross-corporate guarantees
among each of the debtor entities may also put a party on notice of substantial identity among affiliates. See In re
Commercial Envelope Mfg. Co., 3 B.C.D. 647, 655 (Bankr. S.D.N.Y. 1977). Estoppel is warranted, even though a
creditor may not have dealt with more than any one debtor at a time, where the knowledge that there existed an
intercorporate relationship could have bolstered confidence in dealing with any individual corporation because the

creditor knew sthe could rely on the credit and assets of all the entities, not just the one with which s/he was dealing.
Id.

Substantive consolidation is ultimately a test of balancing of the equities where the court
must weigh the economic prejudice of continued debtor separateness against the economic prejudice of substantive
consolidation. As a court-made doctrire, substantive consolidation is constantly evolving to meet the realities of the
ever-changing and increasingly complex business world. There is a modemn trend towards favoring substantive
consolidation. This trend is drivem by judicial cognizance of modemn business practices, which use complex
interrelated business structures, involving intercormected parents and subsidiaries, overlapping directorates, and
integrated administrative, operational and cash management systems. Murray Indus,, Inc., 119 B.R. 820, 832
(Bankr. M.D. Fla. 1990). Substantive consolidation should be authorized whenever it will benefit the debtors’
estates without betraying legitimate expectations of the debtors and their respective creditors. Jd.

d. The Debtors Meet the Criteria for Substantive Consolidation
The substantial interrelationship between and among Fleming and the Filing Subsidiaries

warrants substantive consolidation in this case. For example, the Debtors eurrently share a joint corporate structure,

Joint business operations and joint liability on the most significant and largest outstanding debts in these Chapter 11
Cases.

(1)  Ioint Corporate Structure.




. Fleming operates as the parent company for the Filing Subsidiaries as well as for the non-
filing subsidiaries and owns 100% of the capital stock (directly or indirectly) of alt of the
Filing Subsidiaries.

. Fleming’s officers and directors also serve as officers and divectors of the Filing
Subsidiaries’ boards.

. Important decisions were generally made by the Fleming board and implemented by
unanimous consent at the subsidiary level without separate board meetings.

. The Debtors file joint tax returns and engage in consolidated audits of their financial
records.

. The Debtors filed consolidated financial statements and SEC filings.

(2)  Joint Bysiness Operations.

. The Debtors use a centralized cash management system for operations conducted between
themselves, their affiliates and third parties, including the Pre-Petition Lenders.

- The Fleming Subsidiaries have no access to capital outside of Fleming’s credit facility
because all funds in the Fleming Subsidiaries’ accounts are swept on a daily basis into
Fleming’s main concentration accounts.

. The Filing Subsidiaries were managed as seamless divisions of Fleming. For example,
after the-Fleming?§ acquisition of Core-Mark in June 2002, Core-Mark interacted with the
public as part of Fleming Convenience, agy existing division of Fleming. The Debtors
also beavily promoted the acquisition of Core-Mark as creating a seamless national
geographic network when comhined with respect-to-Fleming—Convenienee’s existing
sonvenicnce operations (as discussed in more detail infra).

. Fleming providesd various insurance, SEC reporting and other administrative services
including legal services for the Fleming Subsidiaries.

. Vendors perceived the Debtors as one integrated company based on the fact that Vendors
of Fleming Convenicnce withdrew millions of dollars of credit fiom Fleming
Convenience because of fears concerning Fleming Companies, Inc.'s economic condition.

3) Joint Liability on Debt.

. The Filing Subsidiaries are liable to the Pre-Petition Lenders for all Pre-Petition Lenders®
Claims arising under Class 2 of the Plan due to a guarantee on the Pre-Petition Lenders’
secured pre-petition indebtedness executed by the Filing Subsidiaries.

. The Filing Subsidiarics execuled the Bond Guarantees in favor of the Holders of Old
Notes pre-petition and are thus liable for amounts outstanding under the Old Notes.

. The PBGC alleges that the Filing Subsidiaries, as members of Fleming’s controlled
group, are liable for the PBGC Claims.

. A substantial majority of the Claims filed ﬁgainst the Debtors by the Bar Date are against
multiple Debtors for the same underlying debt.

Based upon the Debtors’ joint corporate structure, joint business operations, and joint
liability on debt, among other things, the Dcbtors believe that Fleming and all Filing Subsidiaries should be




consolidated for Plan purposes. The Debtors have undertaken an extensive factual review of the factors in support of
substantive consolidation and believe that the facts in these cases warrant substaniive consolidation.

For examptle, the Debtors believe that Core-Mark Intemational, Inc. (“Core-Mark™) as
well as its direct subsidiaries should be consolidated with Fleming. Flermng acquired Core-Mark on June 18, 2002,
The code name for Fleming’s acquisitdon of Core-Mark was “Project Platform.” That 15, Fleming acquired Core-
Mark as a platform to create a national convenience store distribution business to compliment its national wholesale
distribution business. Immediately upon acquiring Core-Mark, Fleming went to work on combining and promoting
its new national convenience store distribution business. For example, from the ocutset, Fleming instructed Core-
Mark to change the name under which it did business to include a reference io Fleming. Shortly thereafter, Core-
Mark and Fleming settled on the name *Fleming Convenience.” Fleming also gave operational control of its seven,
existing eastern convenience store distribution centers to Fleming Convenience.

Core-Mark’s transformation into Fleming Convenience was accomplished both within the
company and in the outside convenience distribution world at large. Internally, Core-Mark changed virtually all
aspects of its identity from Core-Mark to Fleming Convenience. The company name on everything from envelopes
and letterhead to human resources forms and employee benefits plans was changed from Core-Mark to Fleming
Convenicnce. Core-Mark’s intercompany forms that were chanped to Flerning Convenience forms included life
insurance forms, health insurance forms, job application forms, 401K plan forms, designation of beneficiary forms,
employee attendance record forms and summary of benefits forms.

The change from Core-Mark to Fleming Convenience was just as prenounced to the
outside convenience distribution world. After the acquisition, Core-Mark began answering its phones as Fleming-
Convenience, Fleming-Core-Mark, and/or Core-Mark-Fleming. The company name on the materials given to the
outside convenience distribution world was changed to Fleming Convenience as well. For example, the name on
company e-mails, letterhead, envelopes, invoices, purchase orders, driver receipt forms, manual check stock,
customer reorder tags, credit-due-us forms and credit applications was changed from Core-Mark to Fleming
Convenience. In addition, shortly after the acquisition, the business cards of the sales and marketing personnel
added the Fleming Convenience logo, and the business cards of the other Fleming Convenience personnel changed
thereafter as well.

By July 2002, less than a month after its acquisifon by Fleming, Core-Mark was
marketing itself to the outside world as Fleming's national convenience store distribution business. To accomplish
this task, Core-Mark changed the name on its Smart Stock, Smart Set, Cooler Door, Promo Power and other
marketing programs to Fleming Convenience. These Fleming Convenience marketing materials were sent to its
major vendors, as well as its customers and potential customers. Core-Mark also changed the name on its monthly
newsletter which it sent to vendors and customers alike to Fleming Convenience.

In addition, at the key convenience store industry cvent of the year, the 2002 National
Association of Convenience Stores (NACS) conference in Orlando, Florida, Fleming went to great lengths to inform
the industry of the adveni of Fleming Convenience, its new nationwide convenience store distribution platform.
Fleming Convenience sent invitations announcing the change from Core-Mark to Fleming Convenience to all of the
members of NACS, which included vendors, distributors and customers alike. Fleming Convenience also solicited
its major vendors (now its creditors) to sponsor its much larger than usual booth at the 2002 NACS Conference.
Fleming Conveniences’ solicitations, as well as its NACS booth, heralded the change from Core-Mark to Fleming
Convenience. Fleming Convenience also bosted a golf tournament and a separate gala at the NACS conference.
Over 500 of its customers and vendors participated in these events where the Fleming Convenience name was
prominently featured. :

Fleming also held meetings with the industry’s largest trade credit group, the National
Food Manufacturers Credit Group (NFMCG), in which they discussed the acquisition of Core-Mark and its
transformation to Fleming Convenience. On October 25, 2002, representatives of Fleming met with the NEMCG’s
Trade Relations Committee in Scottsdale, Arizona. In that meeting, they discussed, among other things, Fleming’s
intepration of Core-Mark. On January 24, 2003, Fleming met again with the Trade Relations Committee of the
NFMCG. In that meeting, they discussed the success of Fleming’s acquisition of Core-Mark and presented the
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Trade Relations Committee with consolidated financial information that included Fleming Conveniences’ financial
information as well.

That the outside world knew full well of Fleming Convenience’s interconnection with
Fleming was evident when the market became aware of Fleming’s financial troubles. Indeed, as early as November
2002, one or more of Fleming Conveniences’ large vendors tightened their credit terms with Fleming Convenience
as a result of an unfavorable article published about Fleming in the Wall Street Journal. Thereafter, in March 2003,
as the market becarne more aware of Fleming’s troubles, many of Fleming Conveniences’ vendors restricted their
credit terms based on the reputed troubles of Fleming.

e. Substantive Consolidation Will Provide A Benefit To The Estates And Result In
A Higher Recovery For Creditors

Under the ¢ircumstances of this case, substantive consolidation is warranted because there
is substantial identity between Fleming and the Filing Subsidiaries, because the benefits outweigh the harm of
consclidation, because untangling intercompany accounts would be lengthy and needlessly costly, and because
creditors, who may or may not be prejudiced, and who knew or should have known they were dealing with a single
entity, are estopped from asserting any kind of defense against substantive consolidation, which will facilitate the
expedient consummation of the Plan. In particular, the very same creditors who, prior to the bankruptcy treated

Fleming Convenience as part of Fleming, cannot now be heard to complain that they did not believe that they were
dealing with Fleming.

A denial of substantive consolidation will result in lengthy delay as intercompany
liabilities and duplicate Claims are adjudicated, thereby threatening the timely consummation of the Plan and
jeopardizing the patience and credit of customers aud vendors willing to work with the reorganized Debtors, or Core-
Mark Newco. These lengthy adjudications will necessitate large administrative costs, which will consume the assets
of the Debtors’ estates that would otherwise be used for distribution to creditors. Substantive consolidation will
benefit the vast majority of creditors, who will not only benefit from streamlined legal proceedings and the
administrative cost savings that engenders, but will realize a greater distribution than if the Debtors were forced to
pursue separate liguidations or plans. Lastly, substantive consolidation will benefit the creditors of these cases
because it will facilitate a speedy and cost-effective reorganization that will hasten the emergence of a viable
Fleming Convenience business in which these creditors will have an interast.
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2. Continued Corporate Existence and Vesting of Assets in the Reorganized Debtors

Each Pebtor-shall-asa Reorganized Debtor;_shall continue to exist after the Effective Date as a
separate legal entity, each with all the powers of a corporation or partership, as applicable, under the laws of jts
respective jurisdiction of organization and without prejudice to any right to alter or terminate such existence
{whether by merger or otherwise) under such applicable state law. Except as otherwise provided in the Plan, on and
after the Effective Date all property of the Estate and any property acquired by-the-Debtors—er the Reorganized
Debtors under the Plan shall vest in the applicable Reorganized Debtor, free and clear of all Claims, liens, charges or
other encumbrances. On and after the Effective Date, the Reorganized Debtors may operate their respective
businesses and may use, acquire or dispose of property without supervision or approval by the Bankruptcy Court and
free of any restrictions of the Bankruptcy Code or Bankruptcy Rules, other than those restrictions expressly imposed
by the Plan and the Confirmation Order.

3. Cancellation of Old Notes, Old Stock and Other Bquity Interests

On the Effective Date, except to the extent otherwise provided in the Plan, all notes, instruments,
certificates and other documents evidencing (a) the Old Notes, (b) the Old Stock and (c) any stock options, warrants
or other rights to purchase Old Stock shall be canceled, and the obligations of the Debtors thereunder or in any way
related thereto shall be discharged. On the Effective Date, except to the extent otherwise provided in the Plan, any
indenture relating to any of the foregoing, including, without limitation, the Indentures, shall be deemed to be
canceled, as permitted by section 1123(2)(5)(F) of the Bankruptcy Code, and the obligations of the Debtors
thereunder, except for the obligation to indemnify the Old Notes Trustees, shall be discharged; provided that the
indentures that govemn the rights of the Holder of a Claim and that are administered by the Old Notes Trustees, an
agent or servicer shall continue in effect solely for the purposes of (y) allowing the Old Notes Trustees, agent or
servicer to make the distributions to be made on account of such Claims under the Plan and to perform such other
necessary administrative functions with respect thereto and (z) permitting the Old Notes Trustees, agent or servicer
to maintain any rights or liens it may have for fees, costs and expenses under such indenture or other agreement.
Any fees or expenses due to any of the Old Notes Trustees, agent or servicer shall be paid directly by the Debtors
and shall not be deducted from any distributions to the Holders of Claims and Equity Interests.

4, Issuance of New Securities; Execution of Related Documents

On or as soon as practicable after the Effective Date, Core-Mark Newco shall issue all securities,
notes, instruments, certificates and other documents of Core-Mark Newco required to be issued pursuant to the Plan,
including;-witheut limitatien; the New Common and-Preferred-Stock;-if applicable-each-of which shall be distributed
as provided in the Plan. Core-Mark Newco shall execute and deliver such other agreements, documents and
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On_or before the Fffective Date, Core-Mark Newco, a—sew Delaware corporation, shall be
formed by certain of the Debtors’ creditors or a nominee on their behalf, Core-Mark Newco shall then form two




wholly-owned subsidiaries, Core-Mark Holdings I and Core-Mark Holdings II, both Delaware corporations, and
make a capital contribution of its stock to these entities. Core-Mark Holdings I and Core-Mark Holdings II shall
form another subsidiary, Core-Mark Holdings III, owned equally by Core-Mark Heldings I and Core-Mark Holdings
1, and shall make a capital contribution of the stock of Core-Mark Newco to Core-Mark Holdings III.-Cere-Mask-
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In-addition;-en0n or after the Effective Date, the Reorganized Debtors may continue to enter into
such transactions and may continue to take such actions as may be necessary or appropriate to effect a further
corporate restructuring of their respective businesses, including actions necessary to simplify, reorganize and
rationalize the overall reorganized corporate structure of the Reorganized Debtors. While the Debtors arc presently
evaluating potential restructuring transactions, the contemplated transactions may include (i) dissolving various
additional unnecessary subsidiary companies, including certain of the_Reorganized Debtors, (ii) filing appropriate
certificates or articles of merger, consolidation or dissolution pursvant to applicable state law and (iif) any other
action reasonably necessary or appropriate in connection with the contemplated transactions. In each case in which
the surviving, resulting or acquiring corporation in any of these transactions is a successor to a Reorganized Debtor,
such surviving, resulting or acquiring corporation will perform the obligations of the applicable Reorganized Debtor
pursuant to the Plan, to pay or otherwise satisfy the Allowed Claims against such Reorganized Debtor.

6. Corporate Governance, Directors and Offjcers, and Corporate_Action

a. Amended Certificate of Incorporation and By-laws

After the Effective Date, the Reorganized Debtors, as applicable, may, if necessary,
reincorporate in their respective states of incorporation and file their Restated Certificates of Incorporation with the
Secretary of State in the state in which they are incorporated. After the Effective Date, the Reorganized Debtors

may, if necessary, amend and restate their Restated Certificates of Incorporation and other constituent documents as
permitted by applicable law.

b. Directors and Officers of the Reorganized Debtors

Subject to any requirement of Bankruptcy Court approval pursnant to section 1129(a)(5)
of the Bankruptcy Code, as of the Effective Date, the principal officers of the Debtors immmediately prior to the
Effective Date will be the officers of the Reorganized Debtors, ] incips f p=Mark Newco are
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Pursuant to section 1129(a)(5)_of the Bankruptcy Code, the Debtors will disclose, on or
prior to the Confirmation Date, the identity and affiliations of any Person proposed to serve con the initial board of
directors of Core-Mark Newco and each Reorganized Debtor. The initial board of directors of Core-Mark Newco
shallis presently contemplated to consist of sevenfiye memibers, the Chief Executive Officer of Core-Mark

Newco,}—J}_iwe representatives selected by the Committee and |—}sepresentatives—selectediwo jndependent
ggmmm by the Equity lnvester-if-applicableDebtors and the Committee. To the
extent any such Person is an “insider” under the Banktuptcy Code, the nature of any compensation for such Person
will also be disclosed. Each such director and officer shall serve from and after the Effective Date pursuant to the
termas of such Reorganized Debtor’s certificate of incorporation; and other constituent documents.

c. Corporate Action

After the Effective Date, the adoption and filing, if necessary, of any of the Reorganized
Debtors’ Restated Certificates of Incorporation, the approval of their Restated By-laws, the appointment of directors
and officers for Core-Mark Newco, the adoption of the Management Incentive Plan, and all other actions
contemplated hereby with respect to each of the Reorganized Debtors shall be authorized and approved in all
respects (subject to the provisions hereof). All matters provided for in the Plan involving the corporate structere of
any Debtor or any Reorganized Debtor, and any corporate action required by any Debtor or any Reorganized Debtor
in connection with the Plan, shalt be deemed to have occurred and shall be in effect, without any requirement of
further action by the security holders or directors of such Debtor or Reorganized Debtor. On the Effective Date, the
appropriate officers of each Reorganized Debtor and members of the board of directors of each Reorganized Debtor
are authorized and directed to issue, execute and deliver the agreements, documents, securities and instmments
conternplated by the Plan in the name of and on behalf of such Reorganized Debtor.

7. i i ive Reclamation Claims

- In-order




G- Postagreement with the Diebtors as outlined in the Debtors® Trade Credit Program {as

defined in the Final DIP Order} and (b) the amount of the Allowed Reclamation Claim, as
outlined in the Trade Credit Program determined without conslderation of whether the

value of the inventory of the Debiors exceeded the amount of the Pre-Pefition Lenders’
Secured Ciai t
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a. +-Formation/Purpose

On the Effective Date or as soon as practicable thereafter, Core-Mal—Neweothe Debtors and the
Committee will form a Post Confirmation Trust to administer certain ef-ts-post confirmation responsibilities under
the Plan, including, but not limited to, those responsfbﬂmes assocmted with the pursuit and collection of the
Litigation Claims and Causes of Action g : 2

b. 2=—Powers

The powers, authority, responsibilities and duties of the Post Confirmation Trust and the allocation of sach
powers, authority, responsibilities and duties between Core-Mark Newco and the Post Confirmation Litigatien-Trust,
shall be set forth and governed by the Post Conﬁnnahon Trust Agrecmcnt to be mutua].ly agreed upnn by the
Debtors and the Committee. A e f ) - :
Exhibjt 9, The Debtors and the Comnuttee shall also mutually agree upon appomtment of the Post Conﬁmlatlon
FrusteeRepresentative who shall have the power to administer the Post Confirmation Trust and will be
supervisedadyised by the Post Confirmation Trust Advisory Board as specified in the Post Confirmation Trust
Agreernent The Post Conﬁrmauon Trust Ad\nsory Board shall cons1st of Ig_ummb_g;;plgg_the Post Confirmation




and_Core-Mark Newco wi ansfe _;-_ the Post Conﬁ:manon Trust—val-l—be—ﬁanded—mﬂa certam cash on hand
and/or certain proceeds from the Ex.lt Fmancmg Facthty and the Tranche B Loan eﬁkghm-eﬁermmmm

! d t A ¢ > 0 0 m-
meﬂm_gm In addmon, the Post Conﬁrmatlon 'I‘rust shall have avaﬂable the proceeds
ﬁom the pmsecutlon of Causes of Action. W the Mmmmm

[N H-Creation of Professio

On or before the Effective Date, the Debtors shall establish and fund the Professional Fee Escrow Accouat.
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H. I-Executory Contracts

1. Assumption/Rejection of Execntory Contracts and Unexpired Leases

As of the Effective Date, except as otherwise provided in the Plan, all executory contracts or
unexpired leases of the Debtors will be deemed rejected in accordance with the provisions and requirements of
sections 365 and 1123 of the Bankruptcy Code except those executory contracts and unexpired leases that (i) have
been previously rejected or assumed by Order of the Bankruptey Court, (ii) are subject to a pending motion to reject

) S gy o1 arnfen el nayniradd o o o ad o o Alhnlo a Thetribntan P 1na N

or_(iii) are specifically listed on the Assumption Schedule to be filed withl3 days prior to the PlanYofing
SupplementDeadling The Debtors reserve the right for 30 days afier the Confirmation Date to modify the
Assumption Schedule to add executory contracts or ieases or remove executory contracts or leases from such
Assumption Schedule, The Debtors shall provide appropriate notice to any party added or removed from the
Assumption Schedule after the Confirmation Date and any such party removed from the Assumption Schedule shall
have thirty days from the receipt of such notice to file a proof of claim with the Bankruptcy Court.

On the Petition Date, the Debtors were parties to certain collective bargaining agreements

 (®2CBAPe™) The Debtors are assuming the four (4) CBAZs with labor organizations at facilities where the Debtors
" operations are on-going, which CBA’s are identified on the Assumption Schedule. All other CBAYS in existence on

April 1, 2003 between labor organizations and the Debtors cither have been assumed and assigned to facility
purchasers or have lapsed or otherwise terminated in connection with facility or business closings or sales.

2. i sed on Rejection of Executor ontracts ot Unexpired 1 eases

Except as provided in Ssection VHIA, of the Plan, all proofs of Claims with respect to Claims, if
any, arising from the rejection of executory contracts or unexpired leases that are rejected as a result of the Plan mmst
be filed with the Bankruptcy Court within thirty (30) days after the Effective Date. Any Claims arising from the
rejection of an executory contract or unexpired lease not filed within such time or any applicable Contract Claims
Bar Date, will be forever barred from asserting against any Debtor or Reorganized Debtor, their respective Estates, -

their property and the Post Confirmation Trust unless otherwise ordered by the Bankruptcy Court or provided in the
Plan. . . .

3. ure of Defand xecuto niracts and Unexpired T.eases Assumed

Any monetary amounts by which each executory contract and unexpired lease to be assumed
pursuant to the Plan is in default shall be satisfied, pursuant to section 365(b)(1) of the Bankruptcy Code, by
payment of the default amount in Cash as soon as practicable after the Effective Date or on such other terms as the
parties to such executory contracts or unexpired leases may otherwise agree. In the event of a dispute regarding:
() the amount of any cure payments, (ii) the ability of the applicable Reorganized Debtor or any assignee to provide
“adequate assurance of future performance” (within the meaning of section 365 of the Bankmuptcy Code) under the
contract or lease to be assumed, or (iii) any other matter pertaining fo assumption, the cure payments required by
section 365(b}(1) of the Bankruptcy Code shall be made following the entry of a Final Order resolving the dispute
and approving the assumption.

4, demnificati irectors, O d Employees

The obligations of each Debtor to indemnify any Person serving at any time on or prior to the
Effective Date as one of its directors, officers or employees by reason of such Person’s service in such capacity, or as
a director, officer or employee of any other corporation or legal entity, to the extent provided in such Debtor’s
constituent documents, by a written agreement with such Debtor or under Delaware or other applicable corporate
law, and specifically excluding any obligation to indemmify the Excluded D&O-Releasees listed on Exhibit GB
attached to the Plan, shall be deemed and treated as executory contracts that are assumed by such Reorganized
Debtor pursuant to the Plan and section 365 of the Bankruptcy Code as of the Effective Date. Accordingly, such
indemnification obligations shall be treated as obligations of the Reorganized Debtors and shall survive unimpaired




and unaffected by entry of the Confirmation Order, irrespective of whether such indemnification is owed for an act
or event occurring before or after the Petition Date,

5. Compensation and Benefit Programs

Except as otherwise expressly provided is—the—Planherein, all employment and severance
agresments and policies, and all compensation and benefit plans, policies, and programs of the Debtors applicable to
their employees, former employees, retirees and non-employee directors and the employees, former employees and
retirees of their subsidiaries, including, without limitation, all savings plans, retirement plans, health care plans,
disability plans, severance benefit agreements and plans incentive plans deferred cnmpensanon plans and life,
accidental death and dismemberment insurance plans {the
be treated as executory contracts under the Plan and on the Effecnve Date

lans t t ated will be deemed rejected pursvant to the provisions of sections 365 and 1123
of the Bankruptcy Code except for those with respect to the Reorganized Debtors’ employees specifically

desxgnated on the Benefits Schedule m_ggﬁled mﬂalgmw the P—laaxg_ugg Supplemeatmm_im

The Fleming Companies, Ine. maintained a comprehensive insurance program that included
msurance for: (i) workers’ compensation, (ii dlrectors & officers liabili iii events as
outlined herein . __The Debtors have maintained the Insurance
Program throughout the enfire course of their bankrugtg cases. The Plan will resolve all Claims covered by

the Insurance Program (the “Insured Claims”i and_all Claims made bi insurance carriers ithe "Insurers’fi
arising from the Insuranece Program as outlined below.
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1. Distributions for Claims Allowed as of the Effective Date

Except as otherwise provided in the Plan or as may be ordered by the Bankruptcy Court,
distributions to be made on the Effective Date on account of Claims that are Allowed as of the Effective Date and are
cntitled to receive distributions under the Plan shall be made on the Effective Date or as soon thereafter as
practicable. Except as evidenced by an electronic entry, as a condition to receive any distribution under the Plan,
each Old Note Holder must comply with Sgections IX.I. and IXK. of the Plan. All distributions shall be made in
accordance with any applicable Indenture agreement, loan agreement or analogous instrument or agreement.

2. Distributions by, Core-Mark Newco and the Post Confinmation Trust

Except as otherwise provided in the Plan, Core-Mark Newco or the Post Confirmation Trust, as
applicable, shall make all distributions required under the Plan. Notwithstanding the provisions of Section V.C. of
the Plan regarding the cancellation of the Indentures, the Indentures shall continue in effect to the extent necessary fo
allow the Old Notes Trustees to provide information to the Exchange Agent to permit distributions of the New
Common Stock and to receive New Common Stock on behalf of the Holders of the Old Notes and make distributions.
pursuant to the Plan on account of the Old Notes as agent for Core-Mark Newco. The Old Notes Trustees (or any
agents or servicers) providing services related to distributions to the Holders of Allowed Old Note Claims shall
receive, from Core-Mark Newco, reasonable comnpensation for such services and reimbursement of reasonable
expenses incurred in connection with such services-and upon the presentation of invoices to Core-Mark Newco. All

distributions to be made under the Pian shail be made without any requirement for bond or surety with respect
thereto.

3. Interest on Claims

Except as otherwise specifically provided for in the Plan or in the Confirmation Order, or required
by applicable bankruptcy law, post-petition interest shall not accrue or be paid on any Claims, other than the Pre-
Petition Lender Secured Claims and the DIP Claims, and no Holder of a Claim shall be entitled to interest accruing
on or after the Petition Date on any Claim.

In connection with the Plan, to the extent applicable, the Reorganized Debtors shall comply
with all tax withhoiding and reporting requirements imposed on them by any governmentil unit, and all
distributions pursuant hereto shall be subject to such withholding and reporting_requirements. kor tax
purposes, distributions received In respect of Allowed Claims will be allocated first to the principal amount of

e e S

Allowed Claims with any excess allocated , if applicable, to unpaid interest that accrued on such Claims.
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s 4-Delivery andof Distributions and Undeliverable or Unclaimed Distributions

a. Delivery of Distributions in General

Distributions to Holders of Allowed Claims shall be made at the address of the Holder of
such Claim as indicated on the records of Debtors or upon their proofs of Claims, if any, or, if such Holder holds
Senior Note Claims, distributions with respect to such Senior Note Claims will be made to the Senior Notes
Indenture Trustee which will make distributions to Holders of Old Senior Notes. To the extent the Senior Notes
Indenture Trustee makes distributions to DTC, DTC will, in tumn, make appropriate book entries to reflect the
distributions it makes to Holders. Except as otherwise provided by the Plan or the Bankruptcy Code with respect to
undeliverable distributions, distributions to Holders of Old Note Claims shall be made in accordance with the
provisions of the applicable Indentures.

b. Undeliverable Distributions

(1) Holding of Undeliverable Distributions. If any distribution to a Holder
of an Allowed Claim is retumed to Core-Mark Newco or the Post
Confirmation Trust as undeliverable, no further distributions shall be
made to such Holder unless and until Core-Mark Newco or the Post
Confirmation Trust is notified in writing of such Holder’s then-current
address. Undeliverable distributions shall remsin in the possession of
Core-Mark Newco or Post Confirmaton Trust subject to
Ssection IX.E.2(b) of the Plan unti! such time as a distribution becomes
deliverable. Undeliverable Cash shall not be entitled to any interest,
dividends or other accruals of any kind. As soon as reasonably
practicable, Core-Mark Newco or the Post Confirmation Trust shall
make all distributions that become deliverabie.

(2)  Failure to Claim Undeliverable Distributions. In an effort to ensure
that all Holders of Allowed Claims receive their allocated distributions,
as-of-120n0 sooner than 240 days after the Effective Date, the Debtors
will compile a listing of unclaimed distribution Holders. This list will
be maintained and updated for as long as the Chapter 11 Cases stay
open. Any Holder of an Allowed Claim (irrespective of when a Claim
became an Allowed Claim) that does not assert a Claim pursuant to the
Plan for an undeliverable distribution (regardless of when not
dehverable) mthm eaegg yeafmggm; aﬁer the E—ﬁéetiw—

ﬂ]LMIM ghall have its Claun for such undehvcrable
distribution discharged and shall be forever barred from asserting any
such Claim against any Reorganized Debtor or its respective property.
In such cases: (i) any Cash held for distribution on account of such
Claims shall be the property of Core-Mark Newco or the Post
Confinmation Trust, as applicable, free of any restrictions thercon; and
(ii} any New Common Stock held for distribution on account of such
Claims shall be canceled and of no further force or effect. Wothing
contained in the Plan shall require Core-Mark Newco or the Post
Confirmation Trust to attempt to locate any Holder of an Allowed
Claim or Allowed Equity Interest.

(3)  Abandoned Property Law. The provisions of the Plan regarding
undeliverable distributions will apply with equal force to distributions
made pursuant to the Old Note Indentures notwithstanding any
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provision in such indenture to the contrary and notwithstanding any
otherwise applicable escheat, abandoned or unclaimed property law.

[ 5-Distribution Record Date

As of the close of business on the Distribution Record Date, the transfer register for the Old Notes,
as maintained by the Debtors, the Old Notes Trustees or their agents, shall be closed, and there shall be no further
changes in the record Holders of any Old Notes. Moreover, the Reorganized Debtors shall have no obligation to
recognize the transfer of any Old Notes occurring after the Distribution Record Date and shall be entitled for all
purposes in the Plan to recognize and deal only with those Holders of record as of the close of business on the
Distribution Record Date.

L 6-Timing and Calculation of Amounts to be Distributed

Except as otherwise provided in the Plan, on the Effective Date or as soon as practicable
thereafter, each Holder of an Allowed Claim against the Debtors shall receive the distributions that the Plan provides
for Allowed Claims in the applicable Class, provided however, Core-Mark Newco and the Post Confirmation Trust,
as applicable, shall maintain reserve accounts in trust for the payment or distribution on account of potential or
Disputed Claims and shall make the appropriate adjustments in distributions to adequately take into consideration
and fund such reserve accounts. Core-Mark Newco and the Post Confirmation Trust, as applicable, shall be
authorized to make interim distributions and any subsequent distributions necessary to distribute any Cash, New
Common Stock or other consideration held in any reserve account to the appropriate Claim Holder as Claims are
resolved_and_allowed and reserves are reduced in accordance with the Plan. If and to the extent that there are
Disputed Claims, beginning on the daie that is 45 calendar days after the end of the month following the Effective
Date and no more than 45 calendar days after the end of each month thereafter, distributions shall also be made,
pursuant fo the Plan, to I-Iolders of Mlsputed Clanns in a.ny Class whose Claims were Allowed durmg the
precedmg month,_£ ) | ch_the : t

8 F-Minimum Distribution

The New Common Stock will be issued as whole shares. If a registered record Holder of an
Allowed Claim is entitled to the distribution of a fractional share of New Common Stock, unless otherwise
determined and approved by the Bankruptcy Court, the fractional distribution to which such Holder would be
entitled shall be aggregated with all other such smnlar d:stnbuuons by Core-Mark Newco (or its agent), and as soon
as practicable after the-Effective-Date;fina Alloy A} : : 1aims sold by
Core-Mark Newco {or its agent) in a commerc:ally reasonable manner. Upon the compleuon of such sale, the net
proceeds thereof shall be disiributed (without interest), pro rata in the case of New Common Stock, to the Holders of
Allowed Claims, based upon the fractional share of New Common Stock each such Holder would have been entitled
to receive or deemed to hold had Core-Mark Newco issued fractional shares of New Common Stock. Such
distributions shall be in lieu of any other distribution.

9 $--Setoffs

The Reorganized Debtors may, pursuant to section 553 of the Bankruptcy Code or applicable non-
bankruptey law, set off against any Allowed Claim and the diswwibutions to be made pursuant fo the Plan on account
of such Claim (before any distribution is made on account of such Claim), the Claims, rights and Causes of Action of
any nature that the Debtors or the Reorganized Debtors may hold against the Holder of such Allowed Claim;
provided that neither the failure to effect such a setoff nor the allowance of any Claim hereunder shall constitute a
waiver or release by the Debtors or the Reorganized Debtors of any such Claims, rights and Causes of Action that
the Debtors or the Reorganized Debtors may possess against such Holder, except as specifically provided in the
Plan.




10.  9-Old Notes

Each record Holder of an Allowed Claim relating to the Old Notes not held through DTC shall
either (a) tender its Old Notes relating to such Allowed Claim in accordance with written instructions to be provided
to such Holders by the applicable Reorganized Debtor as promptly as practicable following the Effective Date, or
(b) if the Holder’s Old Note has been destroyed, lost, stolen or mutilated, comply with Ssection IX.K. of the Plan.
Such instructions shall specify that delivery of such Old Notes will be effected, and risk of loss and tifle thereto will
pass, only upon the proper delivery of such Old Notes with a leiter of transmittal in accordance with such
instructions. All surrendered Old Notes shall be marked as canceled. If any Holder of Old Notes not held through
DTC submits bearer bonds without coupons or coupons only, the Debtors shall adjust the consideration exchanged
thereforg appropriately.

11l. 10 Failure to Surrender Canceled Instruments

Any Holder of Allowed Claims relating to the Old Notes not held through DTC that fails to
surrender or is deemed to have failed to surrender its Old Notes required to be tendered hereunder or that has failed
to comply with Sgection IX.KL. of the Plan within one year afler the Effective Date shall bave its Claim for a
distribution pursuant o the Plan on account of such Allowed Claim discharged and shall be forever barred from
asserting any such Claim against any Reorganized Debtor or their respective properties. In such cases, any New
Stock held for distribution on account of such Claim shall be disposed of pursuant to the provisions set forth in
Ssection IX.E. of the Plan.

12. 11 )lost Stolen Mutilated or Destroved Debt Securities

In addition to any requirements under the Indentures or any related agreement, any Holder of a
Claim evidenced by an Old Note not held through DTC that has been lost, stolen, mutilated or destroyed shall, in lieu
of surrendering such Old Note, deliver to the applicable Reorganized Debtor: (a) an affidavit of loss reasonably

satisfactory to such Reorganized Debtor setting forth the unavailability of the Old Note not held through DTC; and .
(b) such additional security or indemnity as may be reasonably required by such Reorganized Debtor to hold such -

Reorganized Debtor harmless from any damages, liabilities or costs incurred in ireating such individual as a Holder
of an Allowed Claim. Upon compliance with this procedure by a Holder of a Claim evidenced by an Old Note, such
Holder shall, for all purposes under the Plan, be deemed to have surrendered such non-DTC note.

13. 12-Share Reserve
In addition to the provisions of Sgection X.A.3. of the Plan, Core-Mark Newco shall be required to

establish and maintain an appropriate reserve of New Common Stock to ensure distribution of New Common Stock
to the Holder of any Disputed Claim upon its allowance.

14, 13 Seufement of Claims and Controversies

Pursuant to Fed. R. Bankr. P. 9019 and in consideration for the distributions and other benefits
provided under the Plan, the provisions of the Plan shall constitute a good faith compromise and settlement of claims
or controversies relating to the contractual, legal and subordination rights that a Holder of a Claim may have with
respect to any Allowed Claim, or distribution to be made on account of any such Allowed Claim.
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L ¥-Resolution of Disputed Claims
1. Prosecution of Objections fo Claims

After the Effective Date, except in regard to objections to Professional fees and other fees;-Cere-
MarkNewco-and the Post-Confirnation Frustes;-as-applicable;Representative shail have the exclusive authority to
file objections, settle, compromise, withdraw or litigate to judgment objections to Claims on behalf of the Debtors
and Reorganized Debtors. From and after the Effective Date-GCera-MaskPewee-and the Post-Confirmation Trustee;,-

as-applieable;Representative may seitle or comproxmse any Dlsputed Claun on behalf of the Reorgamzed Debtors
without approval of ﬂ:le Banlmlptcy Court. The :

2. Estimation of Claims

Core-Mark Newco and the Post Confirmation FrusteeRepresentative, as applicable, may, at any
time, request that the Bankruptey Court estimate any contingent or unliquidated Claim pursuant to section 502(c) of
the Bankruptcy Code regardless of whether the Debtors, Corg-Mark Newco or the Post Confirmation Trust, as
applicable, has previously objected to such Claim or whether the Bankruptcy Court has ruled on any such objection,
and the Bankruptcy Court will retain jurisdiction to estimate any Claim at any time during litipation concerning any
objection to any Claim, including during the pendency of any appeal relating to any such objection. In the event that
the Bankruptcy Court estimates any contingent or untiquidated Claim, that estimated amount will constitute either the
Allowed amount of such Claim or 2 maximum limitation on such Claim, as determined by the Bankruptcy Court. If
the estimnated amount constitutes a2 maximum limitation on such Claim, Core-Mark Newco and the Post Confirmation
TrusteeRepresentative, as applicable, may elect to pursue any supplemental proceedings to object to any ultimate
payment on such Claim. All of the aforementioned Claims and objection, estimation and resolution procedures are
curmulative and not necessarily exclusive of one another. Claims may be estimated and subsequently compromised,
settled, withdrawn or resolved by any mechanism approved by the Bankruptcy Court.

3. Payments and Bistributions on Disputed Claims

Notwithstanding any provision in the Plan to the contrary, except as otherwise agreed by Core-
Mark Newco or the Post Confirmation Trust, as applicable, Core-Mark Newco and the Post Confirmation Trust, as
applicable, in their sole discretion, shall not make any partial payments or partial distributions with respect to a
Disputed Claim until the resolution of such disputes by settlement or Final Order. On the date or, if such date is not
a Business Day, on the next successive Business Day that is 45 calendar days after the month in which a Disputed
Claim becomes an Allowed Claim, the Holder of such Allowed Claim will receive all payments and distributions to
which such Holder is then entitled under the Plan. Notwithstanding the foregoing, any Person or Entity who holds
both an Allowed Claim(s) and a Disputed Claim{s} will not receive the appropriate payment or distribution on the
Allowed Claim(s), except as otherwise agreed by Core-Mark Newco or the Post Confirmation Trust, as applicable,
until the Disputed Claim(s) is or are resolved by settlement or Final Order. In the event there are Disputed Claims
requiring adjudication and resolution, Core-Mark Newco and the Post Confirmation Trust, as applicable, shall
establish appropriate reserves for potential payment of such Claims.

4. llowance of Claj

Except as expressly provided in the Plan or in any order entered in the Chapter 11 Cases prior to
the Effective Date (including the Confirmation Order), no Claim shall be deemed Allowed unless and until such
Claim is deemed Allowed under the Bankruptcy Code and no objection to such Claim has been filed by the
Objection Deadline or the Bankruptcy Court enters a Final Order in the Chapter 11 Cases allowing such Claim.
Except as expressly provided in the Plan or any order entered in the Chapter 11 Cases prior to the Effective Date
(including the Confirmation Order), the Reorganized Debtors and the Post Confirmation Trust, as applicable, after
confirmation will have and retain any and all rights, remedies, causes of action and defenses the Debtors had with
respect to any Claim as of the date the Debtors filed their petitions for relief under the Bankruptcy Code. Ali Claims
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of any Person or Entity that may owe money to the Debtors shall be disallowed unless and until such Person or
Entity pays the amount it owes the Debtors in full.

5. Controversy Concerning Impairment

If a controversy arises as to whether any Claims, or any Class of Claims, is Impaired under the
Plan, the Bankruptcy Court shall, after notice and a hearing, detenmine such controversy before the Confirmation
Date.

K. L-Retention Of Jurisdiction

Notwithstanding the entry of the Confirmation Order and the occurrence of the Effective Date, the
Bankrupicy Court shall retain such jurisdicon over the Chapter 11 Cases after the Effective Date as legally
permissible, including jurisdiction to:

1. allow, disallow, determine, liquidate, classify, estimate or establish the priority or secured
or unsecured status of any Claim or Equity Interest, including the resolution of amy
request for payment of any Administrative Claim and the resolution of any and all
objections to the allowance or priority of Claims or Equity Interests;

2. grant or deny any applications for allowance of compensation or reimbursement of
expenses authorized pursuant to the Bankruptcy Code or the Plan, for periods ending on
or before the Effective Date;

3. resolve any matters related to the assumption, assumption and assignment or rejection of
any executory contract or unexpired lease to which any Debtor is party or with respect to
which any Debtor may be liable and to hear, determine and, if necessary, liquidate, any
Claims arising therefrom, including those matters related to the amendment after the
Effective Date pursuant to Article VII in the Plan to add or strike any executory contracts
or unexpired leases to the list of executery contracts and unexpired leases to be assumed;

4. ensure that distributions to Holders of Allowed Claims are accomplished pursuant to the
provisions of the Plan;

5. decide or resolve any motions, adversary proceedings, contested or lifigated matters and
any other maiters and grant or deny any applications involving the Debtors;

6. enter such orders as may be necessary or appropriate to implement or consummate the
provisions in the Plan and all contracts, instruments, releases, indentures and other
agreernents or documents created in connecton with the Plan or this Disclosure
Statement;

7. resolve any cases, controversies, suits or disputes that may arise in connection with the
occurrence of the Effective Date, interpretation or enforcement of the Plan or any
Person’s or Entity’s obligations incurred in connection with the Plan;

8. issue injunctions, enter and implement other orders or take such other actions as may be
necessary or appropriate to restain interference by any Person or Entity with occurrence
of the Effective Date or enforcement of the Plan, except as otherwise provided in the
Plan;

9. 1csolve any cases, controversies, suits or disputes with respect to the releases, injunction
and other provisions contained in Article XTI of the Plan and enter such orders as may be
necessary or appropriate to implement such releases, injunction and other provisions;




10. enter and implement such orders as arc necessary or appropriate if the Confirmation
Order is for any reason modified, stayed, reversed, revoked or vacated;

11. determine any other matters that may arise in connection with or relate to the Plan, this
Disclosure Statement, the Confirmation Order or any conbract, instrument, release,
indenture or other agreement or document created in connection with the Plan or the
Disclosure Statement; and

12. enter an order and/or final decree concluding the Chapter 11 Cases.

F

M-Release, Injunctive And Related Provisions

1. Subordination

The classification and manner of satisfying all Claims and Equity Interests and the respective
distributions and treatments hereunder take into account and/or conform to the relative priority and rights of the
- Claims and Equity Interests in each Class in connection with any contractual, legal and equitable subordination rights
relating thereto whether arising under general principles of equitable subordination, section 510(b) of the Bankruptcy
Code or otherwise, and any and all such rights are settled, compromised and released pursuant hereto. The
Confirmation Order shall permanently enjoin, effective as of the Effective Date, all Persons and Entities from
enforcing or attempting to enforce any such contracteal, legal and equitable subordination rights satisfied,
compromised and settled in this manner.

2. Mutual Releases by Releasees

. On and after the Effective Date, for good and valuable consideration, including the services
of the Releasees to facilitate the expeditionus reorganization of the Debiors and the implementation of the
restructuring contemplated by the Plan, each of the Releasees shall be deemed to have unconditionally
released one another from any and all Claims (as defined in section 101(5) of the Bankruptcy Code),
obligations, rights, suits, damages, remedies and liabilities whatsoever, including any Claims that could be
asserted on behalf of a Debtor, whether known or unknown, foreseen or unforeseen, existing or hereinafter
arising, in law, equity or otherwise, that the Releasees or their subsidiaries would have been legally entitled to
assert in their own right {(whether individually or collectively) or on behalf of the Holder of any Claim or
Equity Interest or other Person or Enfity, based in whole or in part upon any act or omission, transaction,
agreement, event or other occurrence taking place on or before the Effective Date, except for cases of willful
misconduct or gross negligence and provided that the Debtors, the Reorganized Debtors and the Post
Confirmation Trustee reserve their rights to bring Avoidance Actions, collect Vendor Deductions, or assert
setofl, reconpment and other similar defenses or claims against members of the Commitiee with respect to
Debtors’ ordinary course business dealings with such Committee members.

3. Releases by Holders of Claims

On and after the Effective Date, gxce ] ]
each Claim Holder that has affirmatively voted to accept the Plan shall be deemed to have unconditlonally
released the Releasees from any and all Claims, obligations, rights, suits, damages, remedies and liabilities
whatsoever, including any Claims that could be asserted on behalf of a Debtor, whether known or unknown,
foreseen or unforeseen, existing or hereafter arising, in law, equity or otherwise, that such Claim Holder
would have been legally entitled to assert (whether individually or collectively), based in whole or in part
upon any act or omission, transaction, agreement, event or other occurrence taking place on or before the
Effective Date in any way relating or pertaining to (w) the purchase or sale, or the rescission of a purchase or
sale, of any security of a Debtor, (z) a Debtor, Reorganized Debtor or Core-Mark Newco, (y) the Chapter 11
Cases or (z) the negotiation, formulation and preparation of the Plan, or any related agreements, instruments

or other documents exeept-for-cases-of willful-misconduct-or-grossnegligence.
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4, Indemnification

The Debtors, Reorganized Debtors and Core-Mark Newco shall be jointly and severally
obligated to indemnify all D&O Releasees and their respective affiliates, agents and professionals against any
Claims, obligations, suits, judgments, damages, demands, debis, rights, Caunse of Action or liabilities whether
direct or indirect, derivative, liquidated or unliquidated, fixed or contingent, matured or unmatured, known
or unknown, foreseen or unforeseen, then existing or thereafter arising, in law, equity or otherwise, that are
based in whole or in part on any act or omission, transaction, event or other occurrence taking place on or
prior to the Effective Date in any way relating or pertaining to the Debtors, the Reorganized Debtors, Core-
Mark Newco, the Chapter 11 Cases, the Plan or this Disclosure Statement except for cases of willful
misconduct or gross megligence. The Debtors will fund the purchase of tail liability coverage under the
Debtors’ directors and officers insurance policies.

5. Exenlpation

The Debtors, the Reorganized Debtors, Core-Mark Newco, the D&O Releasees, the Post-
Petition Lenders, the Pre-Petition Lepders. the Agents. the Old Notes Trustees, the Committee, the Post
Confirmation Trustee, and the Post Confirmation Advisory Board, and their members, gipplovees and
professionals (acting in such capacity) shall neither have nor incur any liability to any Person or Entity for
any pre- or post-petition act taken or omiited to be taken in connection with or related to the formulation,
negotiation, preparation, dissemination, implementation, adminisération, Confirmation or occurrence of the
Effective Date of the Plan, the Disclosure Statement or any contract, instrument, release or other agreement
or document created or entered into in connection with the Plan or any other pre-petition or post-petition act
taken or omitted to be taken in connection with, or in contemplation of, restructuring of the Debtors.

6. Discharge of Claims and Termination of Equity Interests

Except as otherwise provided in the Plan: (1) the rights afforded in the Plan and the
treatment of all Claims and Equity Interests in the Plan, shall be in exchange for and in complete satisfaction,
discharge and release of Claims and Equity Interests of any nature whatsoever, including any isterest
accrued on Claims from and after the Petition Date, against any Debtor or any of its respective assets or
properties, (2) on the Effective Date, 21l such Claims against, and Equity Interests in, any Debtor shall be
satisfied, discharged and released in full and (3) all Persons and Entities shall be precluded from asserting
against any Reorganized Debtor, its successors or its assets or properties any other or further Claims or
Equity Interests based upon any act or omission, transaction or other activity of any kind or nature that
occurred prior to the Confirmation Date.

7. Injunction

Except as otherwise expressly provided in the Plan, all Holders of Claims and Equity

Interests are permanently enjoined, from and afiter the Effective Date, from (a) commencing or continuing in
any manpuer any action or other proceeding of any kind on any such Claim or Equity Interest against the
Debtors, thelr estatas, Cor&Mark Neweo or the Reorgamzed Debtorswmm
i ! : L s (b) the enforcement,

attachment, collectlon or recovery by any manner or means ol‘ any judgment award, decree or order against
the Debtors, their estates, Core-Mark Newco or the Reorganized Debtors; (c) creating, perfecting, or
enforcing any encumbrance of any kind against the property or interests in property of the Debtors, their
estates, Core-Mark Newco or the Reorganized Debtors; and (d) asserting any right of setoff, snbrogation or
recoupment of any kind against any obligation due from the Debtors or against the property of the Debtors,
their estates, Core-Mark Newco or the Reorganized Debtors with respect to any such Claim or Equity

Interest, unless such nght of setofl' subrogatmn or recoupmenl: has been prmously asserted in a hmely filed
Proof of Cla' 1 2 :
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Notwithstanding the foregoing, the releases, exculpation and injunction putlined herein shall
not preclude a governmental entity from enforcing its police and repulatory powers.

9. 8- Tmpa an on Pendin ation; Pension Plans

Pu:suant to Sgectlon I0.B. 12 of the Plan, Other Secunnes Cla:ms and Interests mcIud.mg,
but not hmlted to, the securities ationclass ac

: ght by current or former Flemmg
shareholders m_g;gd]m[s_descnbcd in Seetmnmmmmm 2 C 6 herein, will be permanently enjoined
as fo the Debtors and any claims-therenndesClaims with respect thereto discharged, Litigation involving directors
and officers of the Debtors, including; but not limited to, that described in Ssection V.C.6 herein may be
subjectaffected teby the releases contained in Sgection XTI of the Plan. Litigation against the Debtors that is not
deemed an Other Securities Claim or Interest or is not effectedaffected by the releases contained in Sgection XTI of
the Plan, and is not otherwise discharged, setfled or expunged in accordance with the Plan, will be permanently

enjoined pursuant to Sgection XII.GG, of the Plan, and any Allowed Clalms &EEEJLQMMM
generally wn-l-l—be treated as Class 6 Clamm_ggﬁgr_ﬂ;gﬂag Nothing :




10.  9-Consideration for Releases, Indemnification and Exculpation

As defined-abevediscussed herein, the Releases provided for herein-to-the-Releasees are
made in exchange for the significant contributions made by the Reieasees to the Debtors and the reorganization
efforts. Certain Releasees, like the Debtors’ officers, directors, employees and Professionals, have made
contributions both in the form of the time aund effort they have dedicated to the reorganization process, Others, like
the members of the Creditors’ Committee and their Professionals, in addition to their time and effort, have
confributed significantly by striving to obtain consensus among their constituents for the joint Plan to benefit all
unsecured creditors. Without these contributions, the Debtors’ reorganization certainly would be compromised.

M. N-Conditions Precedent to Plan Consummation

It shall be 2 condition to Confirmation of the Pilan that all provisions, terms and conditions of the Plan are
approved in the Confirmation Order.

N. B—Conditions Precedent to Occurrence of the Effective Date

It shall be a condition to occurrence of the Effective Date of the Plan that the fdllowing conditions shall -
have been satisfied or waived pursuant to the provisions of Section X1.C. thereof:

1. The Confirmation Order confuming the Plan, as the Plan may have been modified, shall
have been entered and become a Final Order in form and substance satisfactory to the Debtors and the Cormmittee
and shall provide that, among other things:

a. the Debiors and Reorganized Debtors are authorized and directed to take all
achions necessary or appropriate to enter into, implement and consummate the contracts, instnunents, releases,
Ieases, indentures and other agreements or documents created in connection with the Plan;

b. the provisions of the Confirmation Order are nonseverable and mutually
dependent;

C. Core-Mark Newco is authorized to issue the New Common Stock, Preferred-
Stockifapplicable-and Management Options; and

d. the New Common Stock and-the

Rights—if applicable,—issued under the Plan arejs exempt from reglstrahon under the Secm'ltles Act pursua.nt to
section 1145 of the Bankruptcy Code, except to the extent that Holders of the New Common Stock exPreferred-
Stecle-are “underwriters,” as that term is defined in section 1145 of the Bankruptcy Code-er-the-offer-and-gale-ofthe-
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2. The following agreements, in form and substance satisfactory to the Reorganized Debtors
and the Committee, shall have becn tendered for delivery and all conditions precedent thereto shall have been
satisfied:

a. Exit Financing AgreementFacility;

b. Tranche B Loan Agreement;-ifapplieable;

o

Resistration RizhtsA ifany: and

&
[ e-Management Incentive Plan.

3. The Certificate of Incorporation of Core-Mark Newco shall have been filed with the
Secretary of State of the State of Delaware.

4. All actions, documents and agreements necessary to imaplement the Plan shall have been
effected or execunted.

5. The new board of directors of Core-Mark Newco shall have been appointed.

6. The Reorganized Debtors shall have established and funded the Professional Fee Escrow
Account.

7. The appropriate Final Orders recognizing and irplementing the Plan in Canada shall have
been obtamed frorn the Canadian CCAA Cowrt.

8. The Post Confimmation Trust shall be established and all actions, documents and
agreements necessary to implement the Post Confirmation Trust shall have been effected or executed.

9.

ble,—aad-the-issuance of the New
eforre qui iption-Rights under the Plan shall
be exempt ﬁom the prospectus and reglstratxon requements and the ﬁ:st 1Iade thereof shall be exempt from the
prospectus requirements of the securities laws of each of the provinces of Canada (including, to the extent necessary,
pursnant to an order or orders issued by the applicable Canadian securities regulators granting relief from any such
prospectus and registration requirements that would otherwise be applicable).

0. P_Waiver of Conditions

Except as otherwise required by the terms of the Plan, the Debtors, with the consent of the Committee, may
waive any of the conditions to Confirmation of the Plan and/or to occurrence of the Effective Date of the Plan set
forth in Article X1 of the Plan at any time, without notice, without leave or order of the Bankruptcy Court, and
without any formal action other than proceeding to confirm and/or consummate the Plan,

' Q-Effect of Non-occurrence of Conditions to Qccurrence of the Effective Date

If the occwrence of the Effective Date of the Plan does not occur by 2004, the Plan shall be oull
and void in all respects and nothing contained in the Plan or the Disclosure Staternent shall: (1) constitute 2 waiver or
release of any Claims by or against; the Debtors; (2) prejudice in any manner the rights of the Debtors; or
(3) constitute an admission, acknowledgment, offer or undertaking by the Debtors in any respect.




Q. R--Severability Of Plan Provisions

The provisions of the Plan shall not be severable unless such severance is agreed to by the Debtors and the
Committee, if applicable, or, if after the Effective Date, by Core-Mark Newco and the Post Confirmation Xrust
Advisory GemmitteeBoard on behalf of the Post Confirmation EstatesTrust, and such severance would constitute a
permissible modification of the Plan pursuant to section 1127 of the Bankruptcy Code.

R. S-—Miscellaneous Provisions
1. Effectuating Documents, Further Transactions and Corporation Action

Each of the Debtors and Reorganized Debtors is authorized to execute, deliver, file or record such
contracts, instruments, releases and other agreements or documents and take such actions as may be necessary or
appropriate to effectuate, implement and further evidence the terms and conditions hereof and the notes and
securities issued pursuant to the Plan.

Prior to, on or after the Effective Date (as appropriate), all matters provided for hereunder that
would otherwise require approval of the shareholders or directors of the Debtors or Reorganized Debtors shall be
deemed to have accurred and shall be in effect prior to, on or after the Effective Date (as appropriate) pursuant to the
applicable general corporation law of the states where each of the Debtors is organized without any requirement of
further action by the shareholders or directors of any Debtor or Reorganized Debtor.

2. Dissolution of Committee

The Creditors’ Committee shall be dissclved on the Effective Date, and members shall be released
and dlscharged from all nghts and duties ansmg from, or related tohmmNm

the Chapter llCases

3. Payment of Statutory Fees

All fees payable pursuant to section 1930(a) of Title 28 of the United States Code, as determined
by the Barkruptcy Court at the hearing pursuant o section 1128 of the Baniauptey Code, shall be paid for each
quarter (including any fraction thereof) untii the Chapter 11 Case is converted, dismissed or closed, whichever
occurs first,

4, Modification of Plan

Subject to the limitations contained in the Plan, (1)the Debtors, with the consent of the
Committee, reserve the right, in accordance with the Bankruptcy Code and the Bankruptcy Rules, to amend or
modify the Plan prior to the eniry of the Confirmation Order and (2) after the entry of the Confirmation Order, the
Debtors or the Reorpanized Debtors, as the case may be, with the consent of the Committee or the Post Confirmation
Trust Advisory Board, may upon order of the Bankruptcy Court, amend or modify the Plan, in accordance with
section 1127(b) of the Bankruptcy Code, or remedy any defect or omission or reconcile any inconsistency in the Plan
in such manoer as may be necessary to carry out the purpose and intent of the Plan.

5. Revocation o

The Debiors reserve the right to revoke or withdraw the Plan prior to the Confirmation Date and to
file subsequent plans of reorganization. If the Debtors revoke or withdraw the Plan, or if Confirmation or occurrence
of the Effective Date does not occur, then (a) the Plan shall be null and void in all respects, (b) any settlement or
compromis¢ embodied in the Plan (including the fixing or limiting to an amount certain any Claim or Equity Interest
or Class of Claims or Equity Interests), assumption or rejection of executory contracts or leases affected by the Plan,
and any document or agreement executed pursuant to the Plan, shall be deemed mull and void, and (c) nothing
contained in the Plan shall (i) constitute a waiver or release of any Claims by or against, or any Equity Interests in,
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such Debtors or any other Person, (ii) prejudice in any manner the rights of such Debtors or any other Person or
(iii) constitute an admission of any sort by the Debtors or any other Person.

6. Envircnmenta] Liabilities

Nothing in the Plan discharges, releases or precludes any environmental liability that is not a
Claim. Furthermore, nothing in the Plan discharges, releases or precludes any environmental claim of the United
States that arises on or after the Confirmation Date or releases any Reorganized Debtor from liability under
environmental law as the owner or operator of property that such Reorganized Debtors owns or operates after the
Confirmation Date. In addition, nothing in the Plan releases or precludes any environmental liability to the United
States as to any Person or Enuty other than the Debtors or Reorgamzed Debtors. Mﬂw_ﬂ&

7. Successors and Assigns

The rights, benefits and obligations of any Person or Entity named or referred to in the Plan shall
be binding on, and shall inure to the benefit of, any heir, executor, administrator, successor or assign of such Person
or Entity.

8. Reservation of Rights

Except as expressly set forth herein, the Plan shall have no force or effect unless the Bankruptey
Court shall enter the Confirmation Order. None of the filing of the Plan, any statement or provision contzined in the
Plan, or the taking of any action by the Debtors with respect to the Plan shall be or shall be deemed to be an

admission or waiver of any rights of the Debtors with respect to the Holders of Claims or Equity Interests prior to the
Effective Date.

9, gctio; jon

Pursuant to section 1146(c) of the Bankrupicy Code, any transfers of property pursuant to the Plan
shall not be subject to any documnent recording tax, stamp tax, conveyance fes, intangibles or similar tax, mortgage
tax, stamp act, real estate transfer tax, morigage recording tax or other similar tax or govermmental assessment in the
United States, and the Confirmation Order shall direct the appropriate state or local governmental officials or agents
to forgo the collection of any such tax or governmental assessment and to accept for filing and recordation any of the
foregoing instruments or other documents without the payment of any such tax or governmental assessment.

10. Further Assurances

The Debtors, Reorganized Debtors, Core-Mark Newco and all Holders of Claims receiving
distributions hereunder and all other parties in interest shall, from time to time, prepare, execute and deliver any

agreements or docwments and take any other actions as may be necessary or advisable to effectuate the provisions
and intent of the Plan.

11. jce ocuments

Any pleading, notice or other documnent required by the Plan to be served on or delivered to any
Reorganized Debtor or the Committee shall be sent by first class U.S. mail, postage prepaid to:

Flemipg Companies, Inc,
1945 T akepoint Drive
Lewisville, T 75057
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Atim;  Rebecea A, Roof

Kirkland & Ellis LLP

200 E. Randolph Drive

Chicago, IHinois 60601

Attn:  Geoffrey A. Richards
Janet S. Baer

and

Pachulski, Stang, Ziehl, Young, Jones &
Weintraub P.C,

919 North Market Street

Sixteenth Floor

P.0. Box 8705

Wilmington, Delaware 19899-8705

Miibank Tweed Hadley & McCloy LLP
One Chase Manhattan Plaza

New York, New York 10005

Attn:  Dennis Dunne

and

Pepper Hamilion LLP

100 Renaissance Center

Suite 3600

Detroit, Michigan 48243-1157
Attn; [ William Cohen

Robert S, Hexfzberg

Attn:  Laura Davis Jones

12. Filing of Additional Documents

On or before the Effective Date, the Debtors with the consent of the Creditors’ Committee may file
with the Bankruptcy Court such agreements and other documents as may be necessary or appropriate to effectuate
and further evidence the terms and conditions hereof.

13. ctions on Business Da

: If the date on which a transaction may occur under the Plan shall occur on a day that is not a
Business Day, then such transaction shall instead occur on the next succeeding Business Day.

14. ost-Effective Date Fees and Expense

From and after the Effective Date, Core-Mark Newco shall, in the ordinary course of business and
without the necessity for any approval by the Bankruptcy Court, pay the reasonable professional fees and expenses

incurred by Core-Mark Newco and the Committee, if applicable, related to the Consummation and implementation
of the Plan.

15.  Conflicts

To the extent any provision of this Disclosure Statement or any document executed in connection
therewith or any documents executed in connection with the Confirmation Order (or any exhibits, schedules,
appendices, supplements or amendments to any of the foregoing) conflicts with, or is in any way inconsistent with,
the terms of the Plan, the terms and provisions of the Plan shall govern and control.

16. Term 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 under sections 105 or 362 of the Bankruptcy Code or any order of the Bankruptcy
Court, and stll extant on the Confinmation 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.

H
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17. Entire Apreement

The Plan sand-thePlan-Supplement(as amended) supersedeg all previcus and contemporaneous
negotiations, promises, covenants, agreements, understandings and representations on such subjects, all of which
have become merged and integrated into the Plan.

18. Closing of the Chapter 11 Cases

The Post-Consummation: Estate shall prompily, upon the full administration of the Chapter 11
Cases, file with the Bankruptcy Court all documents required by Fed. R. Bankr. P. 3022 and any applicable order of
the Bankruptcy Court to close the Chapter 11 Cases.

1\ Fleming\disalasure-statement \Filed-Firs-Amended Disel SteemontFirst-A



VII. DEBTORS’ RETAINED CAUSES OF ACTION
A Maintenance of Canses of Action
Except as otherwise provided in the Plan, Core-Mark Newco, the Reorganized Debtors and the Post

Confirmation Trust, as applicable, shall retain all rights on behalf of the Debtors, Core-Mark Newco and the
Reorgamzed Debtors to coramence and pursue as appropnate, in_any cou

¢ - g 2 a any a.ud all Causes of
Actlon whether such Causes of Actum accrued before or after the Petmou Date mclud.mg, but not limited to, the

actlons speclﬁed in Sgcctmn VI B. eﬁn the Plan, as well as those Causes of Action listed on Exlu'blt BA to the Plan;-

Except as otherwise provided in the Plan, in accordance with section 1123(b)(3) of the Bankruptcy Code,
any Claims, rights, and Causcs of Action that the respective Debtors, Core-Mark Newco and the Reorganized
Debters may hold against any Person shall vest in Core-Mark Newco or the Post Confirmation Trust, as applicable.
Core-Martk Newco @ : able, shall retain and may exclusively enforce any
and all such Claims, rights or Causes of A Actlon. and commence, pursue and settle the Causes of Action in accordance
with the Plan, provided the Post Confirmation Trust may commence, pursue and seftle certain Causes of Action,
including, but not necessarily limited to, the Litigation Claims as outlined more fuily in the Post Confirmation Trust
Agreement. Core-Mark Newco andfex the Post Confirmation Trust, #2s applicable, shall have the exclusive right,
authority, and discretion to institute, prosecute, abandon, settle, or compromise any and all such claims, rights, and
Causes of Action without the consent or approval of any third party and without any further order of court.

B. Preservation of Causes of Action

The Debtors are currently investigating whether to pursue potential Causes of Action against any Creditors,,
Enfities, or other Persons, but not as against the Releasees The investigation has not been completed to date, and -
under the Plan, Core-Mark Newco and/es the Post Confirmation Trust, as applicable, retain the right on behalf of the
Debtors and Reorganized Debtors to commence and pursue any and all Causes of Action. Potential Causes of
Action currently being investigated by the Debtors, which may, but need not, be pursued by the Debtors before the
Effective Date or by Core-Mark Newco em#or thc Post Conﬂnnahon Trust, as appllcable, after the Effective Date
include, without limitation, the eause pd-the-following Causes of
Action-set-forth-below:

*  All actual or potential avoidance actions pursuant to any applicable section of the Bankruptcy Code;
including, without limitation, sections 544, 545, 547, 548, 549, 550, 551, 553(b) and/or 724(a) of the
Bankruptcy Code, ansmg from any u-ansactlon mvolvmg or concemmg the Debtors.Mg_
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E mtanic b _nature, against
landlords, lessees, sublessees, or ass,lgnees ansmg from various leases subleases and assignment
agreements relating thereto, including, without limitation, actions for unpaid rent, overcharges relating

to taxes, common area mamtenance and other snmﬂar chmges,MgML@&gq_m




e

Any litigation or lawsuit initiated by any of the Debtors that is cumently pending, whether in the
Bajﬂcruptcy Court before the Amerlcan Arbm'atlon Assoc1atlon. or any other court or m'bunal_m;

m&gﬂ&&ﬂg&nﬁg for breaches of ﬁducnary duty, neghgent msmanagement—aﬂé wastmg of
corporate assets andmg corporate opportumty—&nd%oﬁaﬂsmg—under—anyhef—ﬂae—];ebtﬁﬁ—

al, equi in_nature, against
2ll Persons except the D&O Releasees ansmg out of, or in connectlon w1th, am_gg_thegm
prepetition management, operation and/or reporting of financial or other information-exeept-asrmay-be-
prohibited by-the Plan

- i pature, to recover
amounts mproperly awarded to employewmwm under the terms of any
prepetition employment or change-in-control agreement_ or bonus arrangement;
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* AnyandallAll aetual or potential actions; whether legal, equitable or statutory in nature, arising out
of, or in connection with; the Debtors’ business or operations.

In addition, there may be numerous other Causes of Actior which currently exist or may subsequently arise
that are not set forth in-the Planherein, because the facts upon which such Causes of Action are based are not ful]y or

currently known by the Debtors and, as a result, cannot be raised g —the—pending—o ha
Casesspecifically referred to herein (collectively, the “Unknown Causes of Achon”) The fallure to hst any such
Unknown Causes of Action in-the-Planherein, or on Exhibit-B.A to the Plan_(except as o Releasees), is not
intended to limit the rights of Core-Mark Newco or the Post Confirmation Txust to pursue any Unknown Cause of
Action to the extent the facts underlying such Unknown Cause of Action become fully known to the Debtors.

C. ) Preservati All Causes of Action Not Expressly Setiled or Released

Unless a Claim or Cause of Action against a Creditor or other Person is expressly waived, relinquished,
teleased, compromised or settled in the Plan or any Final Order, the Debtors expressly reserve such Claim or Cause
of Action for later adjudication by Core-Mark Newco or the Post Confirmation Trust, as applicable; (including,
without limitation, Unknowm Causes of Action), and, therefore, no preclusion doctrine, including, without; limitation,
the doctrines of res judicata, collateral estoppel, issue preclusion, claim preclusion, waiver, estoppel (judicial,
equitable, or otherwise) or laches shall apply to such Claims or Causes of Action upon or after the Confirmation or
Effective Date of the Plan based on the Disclosure Statement, the Plan or the Confirmation Order, except where such
Claims or Causes of Action have been released in the Plan or other Final Order. In additicn, the Debtors, Core-Mark
Newco, the Reorganized Debtors, the Post Confirmation Trust,-as-—applieable; and the successor entities under the
Plan expressly reserve the right to pursue or adopt any Claim alleged in any lawsuit in which the Debtors are
defendants or an interested party, against any Person or Eatity, including, without limitation, the plaintiffs or co-

" defendants such lawsuits.

Any Person to whom the Debiors have incurred an obligation (whether on account of services, purchase or
sale of goods or otherwise), or who has received services. from Debtors or a transfer of money or property of the
Debtors, or who has transacted business with the Debtors, or leased equipment or property from the Debtors should
assurne that such obligation, transfer, or transaction may be reviewed by the Debtors or the Post Confirmation,
Trust subsequent to the Effective Date and may, if appropriate, be the subject of an action after the Effective Date,
whether or not (i) such Entity has filed a proof of ¢Claim against the Debtors in these Bankruptcy Cases; (ii) such
Creditor’s proof of eClaim has been objected to; (iii) such Creditor’s Claim was included in the Debtors’ Schedules;
or (iv) such Creditor’s scheduled ¢Claim has been objected to by the Debtors or has been identified by the Debtors
as disputed, contingent, or unliquidated.
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VIII. FEASIBILITY OF THE PLAN AND THE BEST INTERESTS TEST

At the Confirmation Hearing, the Bankruptcy Court shall determine whether the requirements of section
1129 of the Bankruptcy Court have been satisfied. If so, the Bankruptcy Court shall enter the Confirmation Order.
Debtors believe that the Plan satisfies or will satisfy the applicable requirements, as foltows:

The Plan complies with the applicable provisions of the Bankruptcy Code.

The Debtors and the Creditors’ Comumittee, as Plan proponents, will have complied with the applicable
provisions of the Bankruptcy Code.

The Plan has been proposed in good faith and not by any means forbidden by law.

Any payment made or promised under the Plan for services or for costs and expenses in, or in
connection with, the Chapter 11 Cases, or in connection with the Plan and incident to the case, has been
disclosed to the Bankruptcy Court, and any such payment made before the confirmation of the Plan is
reasonable, or if such payment is to be fixed after the confirmation of the Plan, such payment is subject
to the approval of the Bankrupicy Court as reasonable.

With respect to each Class of Impaired Claims or Equity Interests, either each Holder of a Claim or
Equity Interest of such Class has accepted the Plan or will receive or retain under the Plan or account
of such Claim or Equity Interest property of a value, as of the Effective Date, that is not less than the
amount that such Holder would receive or retain if the Debtors were liquidated on such date under
Chapter 7 of the Bankruptcy Code.

Each Class of Claims or Equity Interests that is entitled to vote on the Plan will either have accepted
the.Plan or will not be impaired under the Plan, or the Plan may be confirmed without the approval of
cach voting Class pursuant to scction 1129(b) of the Bankauptcy Code.

Except to the extent that the Holder of a particular Claim will agree to a different treatment of such
Claim, the Plan provides that Allowed Administrative, Allowed Priority Tax Claims and Allowed Qther
Priority Claims will be paid in fill on the Effective Date, or as soon thereafter as practicable.

At least one Class of Impaired Claims or Equity Interests will have accepted the Plan, determined
without including any acceptance of the Plan by any insider holding a Claim of such Class.

Confirmation of the Plan is not likely to be followed by the liquidation, or the need for further financial
reorganization, of the Debtors or any successor to the Debtors under the Plan, unless such liquidation
or reorganization is proposed in the Plan.

All fees of the type described in 28 U.S.C. § 1930, including the fees of the United States Trustee, will
be paid as of the Effective Date.

Debtors believe that (a) the Plan satisfies or will satisfy all of the statutory requirements of Chapter 11 of
the Bankruptcy Code, (b) it has complied, or will have complied, with all of the requirements of Chapter 11 and
(c) the Plan has been proposed in good faith.

A.

Feasibility of the Plan

To confirm the Plan, the Bankruptcy Court must find that confirmation of the Plan is not likely to be
followed by the liquidation or fhe need for further financial reorganization of the Debtors. This requirement is
imposed by section 1129(a)(11) of the Bankrupicy Code and is referred to as the “feasibility” requirement. The
Debtors believe that they will be able to timely perform all obligations described in the Plan and, therefore, that the
Plan is feasible.
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To demonstrate the fea51b111ty of the Plan, the Debtors have prepared ﬁnanc:lal projections for Fiscal Years
2004 through 20672008

forth in Exfibit 3@_& attachod horeto. '_

| The projections indicate that Core-Mark Newco and the Post-Confirmation Trust-ifapplieable; should have
sufficient cash flow to pay and service their debt obligations and to fund their operations. Accordingly, the Debtors

! believe that the Plan satisfies the feasibility requirement of section 1129(a){(H11) of the Bankruptcy Code. As noted
in the projections, however, the Debtors caution that no representations can be made as to the accuracy of the
projections or as to the Reorganized Debtors’ ability to achieve the projected results. Many of the assumptions upon
which the projections are based are subject to uncertainties outside the control of the Debtors. Some assumptions
inevitably will not materialize, and events and circumstances occurring after the date op, which the projections were
prepared may be different from those assurmed or may be unanticipated, and may adversely affect the Debtors’
financial results. Therefore, the actual results can be expected to vary from the projected results and the variations
may be material and adverse. .

THE PROJECTIONS WERE NOT PREPARED WITH A VIEW TOWARD COMPLIANCE WITH
, THE GUIDELINES ESTABLISHED BY THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC
i ACCOUNTANTS, THE PRACTICES RECOGNIZED TO BE IN ACCORDANCE WITH GENERALLY
P ACCEPTED ACCOUNTING PRINCIPLES, OR THE RULES AND REGULATIONS OF THE SEC
! REGARDING PROJECTIONS. FURTHERMORE, THE PROJECTIONS HAVE NOT BEEN AUDITED
i : BY THE DEBTORS’ANY INDEPENDENT ACCOUNTANTS. ALTHOUGH PRESENTED WITH
5 NUMERICAL SPECIFICITY, THE PROJECTIONS ARE BASED UPON A VARIETY OF
ASSUMPTIONS, SOME OF WHICH IN THE PAST HAVE NOT BEEN ACHIEVED AND WHICH MAY
‘ NOT BE REALIZED IN THE FUTURE, AND ARE SUBJECT TO SIGNIFICANT BUSINESS,
‘ ECONOMIC AND COMPETITIVE UNCERTAINTIES AND CONTINGENCIES, MANY OF WHICH ARE
‘ i BEYOND THE CONTROL OF THE DEBTORS. CONSEQUENTLY, THE PROJECTIONS SHOULD NOT
. BE REGARDED AS A REPRESENTATION OR WARRANTY BY THE DEBTORS, OR ANY OTHER
i PERSON, THAT THE PROJECTIONS WILL BE REALIZED. ACTUAL RESULTS MAY VARY
| MATERIALLY FROM THOSE PRESENTED IN THE PROJECTIONS.

B. Best Interests Test
L. Generally

Even if a plan is accepted by each class of holders of claims and interests, the Bankruptcy Code
requires the bankruptcy court to determine that the plan is in the *best interests” of all holders of claims and interests
that are impaired by the plan and that have not accepted the plan. The “best interesis” test, as set forth in section
1129(a)(7) of the Bankruptcy Code, requires a bankwuptcy court find either that (i) all members of an impaired class
of claims or interests have accepted the plan or (ii) the plan will provide a member who has not accepted the plan
with a recovery of property of a value, as of the effective date of the plan, that is not less than the amount that such
holder would recover if the debtor were liguidated under Chapter 7 of the Bankruptcy Code.
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To calculate the probable distribution to members of each impaired class of holders of claims and
interests if the debtor were liguidated under Chapter 7, a bankmuptcy court must first determine the aggrepate dollar
amount that would be generated from the debtor’s assets if its Chapter 11 case were converted to a Chapter 7 case
under the Bankruptcy Cede. This “liquidation value” would consist primarily of the proceeds from a forced sale of
the debtor’s assets by a Chapter 7 trustee.

The amount of liquidation value available to unsecured creditors would be reduced by, first, the
claims of secured creditors to the extent of the value of their collateral, and, second, by the costs and expenses of
liquidation, as well as by other administrative expenses and costs of both the Chapter 7 case and the Chapter 11 case.
A liquidation under Chapter 7 does not affect the priority of several holders of claims to be paid first. Costs of
liquidation under Chapter 7 of the Bankrupicy Code would include the compensation of a trustee, as well as of
counsel and other professionals retained by the trustee, asset disposition expenses, all unpaid expenses incurred by
‘the debtor in its bankruptcy case (such as compensation of attorneys, finamcial advisors, and restructuring
consultants) that are allowed in the Chapter 7 case, litigation costs, and claims arising from the operations of the
debtor during the pendency of the bankruptcy case. The liquidation itself would trigger cerfain priority payments that
otherwise would be due in the ordinary course of business. Those priority claitns would be paid in full from the
liquidation proceeds before the balance would be made available to pay general unsecured claims or to make any
distribution in respect of equity interests. The liquidation also would prompt the rejection of a large number of
executory contracts and unexpired leases and thereby create a significantly higher number of unsecured claims. As a
general matter, a liquidation under Chapter 7 will not affect the rights of letter of credit beneficiaries, including
certain sureties who posted bonds that the Debtors purchased for various business, litigation and other reasons.

Once the court ascertains the recoveries in liquidation of secured creditors and priority claimants,
it must determnine the probable distribution to general unsecured creditors and equity security holders from the
remaining available proceeds in liquidation. If such probable distribution has a value greater than the distributions to
be received by such creditors and equity security holders under a debtor’s plan, then such plan is not in the best...
interests of creditors and equity security holders.

2. el * Best Interests T

The Debtors’ liquidation analysis (the “Best Interests Analysis™) is attached hereto as Exhibit 4.
The Debtors believe that any Best Interesis Analysis is speculative. For example, the Best Interests Analysis
necessarily contains an estimate of the amount of Claims which will ultimately become Allowed Claims. In preparing
the Best Interests Analysis, the Debtors have projected the amount of Allowed Claims based upon a review of their
scheduled and filed proofs of claim. No order or finding has been entered by the Bankruptcy Court estimating or
otherwise fixing the amount of Claims at the projected amounts of Allowed Claims set forth in the Best Interests
Analysis. Although the analysis was prepared after the deadline for filing Claims against the Debtors” estates, those
Claims have not been fully evalvated by the Debtors. In preparing the Best Interests Analysis, the Debtors have
projected a range for the amount of Allowed Claims with the low end of the range the lowest reasonable amount of
Claims and the high end of the range the highest reasonable amount of the Claims, thus allowing assessment of the
most likely range of Chapter 7 liquidation dividends to the holders of the Allowed Claims. The estimate of the
amount of Allowed Claims set forth in the Best Interests Analysis should not be relied on for any other purpose,
including, without limitation, any determination of the value of any distribution to be made on account of Allowed
Claims and Interests under the Plan. In addition, as noted above, the valustion analysis of the Reorganized Debtors
also contains numerous estimates and assumptions. For example, the value of the New Common Stock cannot be
determined with precision due to the absence of a public market for the New Common Stock.

Notwithstanding the difficulties in quantifying recoveries to creditors with precision, the Debtors
believe that, taking into account the Best Interests Analysis and the valuation analysis (outlined in section VIII.C.
herein) of the Reorganized Debtors, the Plan meets the “best interests” test of section 1129(a)(7) of the Bankruptcy
Code. The Debtors believe that the members of each Impaired Class will receive at least as much under the Plan as
they would in a liquidation in a hypothetical chapter 7 case. Claim Holders will receive a better recovery through the
distributions contemplated by the Plan because the continued operation of the Debtors as going concerns rather than
a forced liquidation will allow the realization of more value for the Debtors’ assets. Although the Analysis was
prepared after the deadline for filing Claims against the estates of the Debtors, those Claims have not been fully
evaluated by the Debtors or adjudicated by the Bankruptcy Court and, accordingly, the amount of the final Allowed
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Claims against the Estates may differ from the Claim amounts used in this Analysis. Finally, the Analysis is based
on the Debtors’ projected balance sheet as of April-30,July 31, 2004 (except as indicated), and the actual amount of
assets available to the Estates as of the date of liquidation may differ from the amount of assets used in this Analysis.
Conversion of these Chapter 11 Cases to Chapter 7 would likely result in additional costs to the Estates. Costs of
liquidation under Chapter 7 of the Bankruptcy Code wonld include the compensation of a trustee, as well as of
counsel and other professionals retained by the trustee, asset dispositions expenses, all unpaid expenses incurred by
the Debtors in the Chapter 11 Cases (such as compensation of attomeys, financial advisors and restruchwing
consultants) that are allowed in the Chapter 7 case, litigation costs, and Claims arising from the operations of the
Debtors during the pendency of the bankruptcy cases. Lastly, in the event of liquidation, the aggregate amount of
General Unsecured Claims will no doubt increase significantly (as reflected in the hiph range estimate), and such
Claims will be subordinated to priority claims that will be created. For example, employees will file Claims for
wages, pensions and other benefits, some of which will be entitled to priority. Landlords will no doubt file large
Claims for both unsecured and priority amounts. The resulting increase in both peneral unsecured and priority
Claims will decrease percentage recoveries to Holders of General Unsecured Claims of the Debtors. All of these
factors lead to the conclusion that recoveries under the Plan would be at least as much, and in many cases
siguficantly greater, than the recoveries available in a Chapter 7 liquidation.

C. Estimated Valuati the Reorpanized Debto

The reorganized value for Cors-Mark Newco was determined based upon two valuation methodologies,
both of which are described more fully below. To determine the equity value for Core-Mark Newco, aa-

estimateestimates for long-term debt and certain lepacy liabijlitics at the Effective Date wasm subtracted from
the reorganized value.

The two primary methodologies used to determine the reorganized enterprise value of Core-Mark Newco
were: (i) an analysis of fransaction value as a mmltiple of various operating statistics for selected public merger and
acquisition transactions involving companies that are similar to Core-Mark Newco, which calculated multiples were
then applied to the operating metrics of Core-Mark Newco, and (ii) a calculation of the present value of the free cash
flows under the Projections, including assumptions for a ferminal value. Both methodelogies rely upon the
Projections for Core-Mark Newco, which were prepared by management with the assistance of AP Services LLC. A
third methodology was considered, based on an analysis of public market value as a multiple of varicus operating
statistics for selected public companies that are similar to Core-Mark Newco; however, the methodology was not
used because it was concluded there were no appropriate publicly-traded comparable companies on which to base a
meaningful analysis. Based upon the two methods described above, the estimated reorganized enterprise value for
Core-Mark Newco at the Effective Date is approximately $275265 million to $325315 million, with $36629(¢ million
used as the midpoint estimate. The Committee has not yet agreed to this valuation.

Precedent Transaction Analysis. The precedent transaction analysis (**“Precedent Transaction Analysis™
estimates value by examining selected public merger and acquisition transactions. An analysis of a company?’s
transaction value as a mnltiple of various operating statistics provides valuation multiples for companies in similar
lines of businesses to Core-Mark Newco. Multiples for selected precedent transactions were calculated based on the
purchase price (including any debt assumed) paid. These multiples were then applied to Core-Mark Newco’s key
operating statistics to determine the reorganized value of Core-Mark Newco to a potential buyer.

concluswns cannot he based solely upon quantltauvc rcsults The reasons for and cm:mnstances surroxmdmg, each
acquisition transaction are specific to such acquisition and there are inherent differences between the businesses,

operations and prospects of each. Therefore; qualitativeQualitative judgments must be made conceming the
differences betweenamonyg the chmctcnsucs of these reorgamzanons and transactions and other factors and issues,

which could aﬁ'ect the target’ g value




Multiples of various financial results to the acquisition values of these companies were calculated and
analyzed. Mest-emphasisEmphasis was placed on multiples based upon revenue and operational earnings before
interest, taxes, depreciation and amortization (“EBITDA"). On the basis of enterprise value as a multiple of 2004-
projected revenues, the precedent transactions indicated a range of 0.07x to 0.09x. On the basis of enterprise value
as a multiple of 2004-projected EBITDA, the precedent transactions indicated a range of 5.0x to 6.0x. As discussed
above, the determination of these multiple ranges took into account a variety of factors, both guantitative and
qualitative. In addition, due to the fact that the results of a Precedent Transaction Analysis often reflect 2 control
premium, or are impacted by a competitive dynamic due to multiple bidders, the valuation multiples indicate aspects
of value not necessarily present in a reorganization.

B?ﬂ??hﬂﬂe—thellge ranges of mulhples me.annmhed.,to the Projections; focusing on projected revenue,
4 rapge-of-values-is-as-follows—$180-millien(5-Oxsecond-

Ajrun-rate and &%ﬂﬂm—(@-@l}
pue)-2005, The valuation results using the

revenue a.nd EBITDA multhIes were then mcreased by $§§ﬂ mﬂllon, an estimate for the additional value from the
projected near—tenn operating cash flow-besefit from resuming certam ;m;_nade terms, which is not captured

Discounted Cash Flow Analysis. The discounted cash flow analysis (““DCF%") valuation methodology
relates the value of an asset or business to the present value of expected future cash flows to be generated by that
asset or business. The DCF methodology is a ““forward looking™? approach that discounts the expected future cash
flows by a theoretical or observed discount rate determined by calcnlating an estimated cost of debt and equity for
Core-Mark Newco based upon similar companies. The DCF analysis has two components: the present value of the
projected un-levered free cash flows based upon the Projections and- the present value of the terminal value
(representing Core-Mark Newco’s value beyond the time horizon of the Projections).

AsThe analyses of the results of the estimated cash flows, estimated discount rate and expected. capital
structure, aregll used to derive a potential value for Core-Mark Newco, apanalysis-of-the-results-of such-an-estimate-
ispre not -purcly mathematical, but ipstead invelvescomplexinyolve considerations and judgments concerning
potential variances in the projected financial and operating characteristics of Core-Mark Newco, as well as other
factors that could affect the future prospects and cost of capital considerations for Core-Mark Newco.

In calculating the un-levered free cash flows for Core-Mark Newco, the Projections (from MayAugust 1,
2004 to December 31, 20072008), prepared by management, served as the primary input. Beginning with annual
earnings before interest and taxes (EBIT), the analysis taxed EBIT at an assumed rate of 40% to calculate an un-
levered met income figure. The analysis then added back the non-cash operating expense of depreciation and
amortization. In addition, other factors affecting free cash flow were taken into account, such as the-shangechanses
in working capital;_and cap1ta1 expendmlres-aad—kabahgl—e*peﬂdmfes alipeither. of which-do-net affect the income
statement and therefore requu'e separate adjushnent in the calculatlon of ﬁ'ee cash ﬂowm

The unleveredun-leyered cash flows and the estimate for terminal value were discounted to a present value
using an estimate for Core-Mark Newco’s post-restructuring weighted average cost of capital (“WACC™). The
WACC was calculated based on a number of assumptions regarding, among other things, Core-Mark Newco’s
projected capital structure and costs of debt and equity. The estimated ratio of debt to equity for Core-Mark
Newco’s capital structure reflects the estimated indebtedness as of the Effeetwe Date and durmg the Pro_]ecnon
penod. Core-Mark Newco s estimated cost of debt was based upon the-estimated-e i als re

L(: iter ] pns Core-Mark Newao s estimated cost of eqmty
was demred usmg the eapltal asset pr pncmg mode]., wl:uch assumes that the required equity return is a function of the
risk-free cost of capital and the correlation of a publicly traded stock’s performance to the return of the overall
market, Also included in the calculation of the cost of equity was an implementation risk premium of 10.0% to




15.0% to reflect the risks associated with the fundamental and unproven changes to the ongoing operations for Core-
Mark Newco, which are currently being implemented by management.

The DCF analysis used a WACC range of 15.0% to 20.0%, which included the calculation of a cost of
equity of 20.0% to 30.0% (including the implermentation risk prermivm of 10.0% to 15.0%)-with, an average afjer-
tax_cost of debt of 5.6%, and a target debt to capital ratio of 25-0approximately 30% to 30:040%. The after-tax
cost of debt is itself weighted based on the projected tranches of debt outstanding. The exit multiple used in the
terminal value calculation was based upon the EBITDA multlple used in the precedent transaction analysm wh.lch
was 5.0x to 6 Dx 209-’.12_&9_& pro_1ected EBITDA B : assuRpHons;+h ;

0 |'

Calcnlation of Core-Mark Newco Equity Vahe. To determme the eqmty value of Core-Ma.tk Newco, the
estimated long-term indebtedness of appreximately $80m—wasand :

ggwmmgggm subtracted ﬁ'om the reorgamzed enterpnse value—ef—$2—7§-m—t94$325m,—resul&ag—
in-Core-Matl MNeweo-equityvalue-of approxima $ 45m. The long-term indebtedness of Core-Mark .
Newco at the Effective Datew_mmm 18 projected to include $35m40 million of drawn
senior secured debt in-theform-of lettersof eredit (“LC5™)}-outstandingand $45m=60 miillion of drawings under a
junior secured Tranchc B han,—melusweMgMg of a—zé-/o—lﬁsuaaee—fee—(payable—eﬂhef-m—eash-or-

The calculation of Core-Mark Newce Equity Value does not consider future dilution that could oceur upon-
the exercise of options and warrants distributed to management and Tranche B Lenders. All such options are.
expected to have an exercise or stiike price based upon the reorganized value of Core-Mark Newco.

ESTIMATES OF VALUE DO NOT PURPORT TO BE AFPRAISALS NOR DO THEY
NECESSARILY REFLECT THE VALUE WHICH MAY BE REALIZED IF ASSETS ARE SOLD. THE
ESTIMATES OF VALUE REPRESENT HYPOTHETICAIL REORGANIZED ENTERFPRISE VALUES
ASSUMING THE IMPLEMENTATION OF THE CORE-MARK NEWCO BUSINESS PLAN AS WELL AS
OTHER SIGNIFICANT ASSUMPTIONS. SUCH ESTIMATES WERE DEVELOPED SOLELY FOR
PURPOSES OF FORMULATING AND NEGOTIATING A PLAN OF REORGANIZATION AND
ANALYZING THE PROJECTED RECOVERIES THEREUNDER.

THE ESTIMATED ENTERFPRISE VALUE IS HIGHLY DEPENDENT UPON ACHIEVING THE
FUTURE FINANCIAL RESULTS SET FORTH IN THE PROJECTIONS AS WELL AS THE
REALIZATION OF CERTAIN OTHER ASSUMPTIONS WHICH ARE NOT GUARANTEED.

THE VALUATIONS SET FORTH HEREIN REPRESENT ESTIMATED REORGANIZATION
VALUES AND DO NOT NECESSARILY REFLECT VALUES THAT COULD BE ATTAINABLE IN
PUBLIC OR PRIVATE MARKETS. THE EQUITY VALUE ASCRIBED IN THE ANALYSIS DOES NOT
PURPORT TO BE AN ESTIMATE OF THE POST-REORGANIZATION MARKET VALUE. SUCH
SALABLE VALUE, IF ANY, MAY BE MATERIALLY DIFFERENT FROM THE REORGANIZATION
EQUITY VALUE RANGES ASSOCIATED WITH THE VALUATION ANALYSIS.




D. Confirmation Without Accgptance by All Impaired Classes: The *Cramdown’ Alternative

Section 1129(b)} of the Bankruptcy Code provides that a plan may be confirmed even if it has not been
accepted by all impaired classes as long as at least one irnpaired class of claims has accepted it. The Bankruptcy
Court may confirm the plan at the request of the debtors notwithstanding the plan’s rejection {or dsemed rejection)
by impaired classes as long as the plan “does not discriminate unfairly” and is “fair and equitable” as to each
impaired class that has not accepted it. A plan does not discriminate unfairly within the meaning of the Bankruptcy
Code if a dissenting class is treated equally with respect to other classes of equal rank.

A plan is fair and equitable as to a class of secured claims that rejects such plan if the plan provides
(1) (a) that the holders of claims included in the rejecting class retain the lien securing those claims, whether the
property subject to those liens is retained by the debtor or transferred to another entity, to the extent of the allowed
amount of such claims, and (b) that each holder of a claim of such class receives on account of that claim deferred
cash payroents totaling at least the allowed amount of that claim of a value, as of the effective date of the plan, of at
least the value of the holder’s interest in the estate’s interest in such property; (2) for the sale, subject to section
363(k) of the Bankruptcy Code, of any property that is subject to the liens securing the claims included in the
rejecting class, free and clear of the lisos, with the liens to attach to the proceeds of the sale, and the treatment of the
liens on proceeds under clause (1) or (2) of this paragraph; or (3) for the realization by such holders of the
indubitable eguivalent of such claims.

-A plan is fair and equitable as to a ¢lass of unsecured claims which rejects a plan if the plan provides (1) for
each holder of a claim included in the rejecting class to receive or retain on account of that claim property that has a
value, as of the effective date of the plan, equal to the allowed amount of such claim; or (2} that the holder of any
claim or interest that is junior to the claims of such rejecting class will not receive or retain on account of such junior
claim or interest any property at all.

A plan is fair and equitable as to a class of equity interests that rejects a plan if the plan provides (1) that
each holder of an interest included in the rejecting class receive or retain on account of that interest property that has
a value, as of the effective date of the plan, equal to the greatest of the allowed amount of any fixed liquidation
preference to which such holder is entitled, any fixed redemption price to which such holder is entitled, or the value
of such interest; or (2) that the holder of any interest that is junior to the interest of such rejecting class will not
receive or retain under the plan on account of such junior interest any property at all.

The votes of holders of Claims and Equity Interests under Classes 8, $ and 10 are not being solicited
because such holders are not entitled to receive or retain under the Plan any interest in property on account of their
Claims and Equity Interests. Such Classes therefore are deemed to have rejected the Plan pursuant to section 1126(g)
of the Bankruptcy Code. Accordingly, the Debtors are seeking confirmation of the Plan pursnant to section 1129(b)
of the Bankrupicy Code with respect to such Classes and may seek confirmation pursuant to the Plan as to other
Classes if such Classes voie to reject the Plan. Notwithstanding the deemed rejection by such Classes, the Debtors
believe that Classes 8, 9 and 10 are being treated fairly and equitably under the Bankruptcy Code. The Debtors
thercfore belicve the Plan may be confirmed despite its deemed rejection by these Classes.
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IX. IMPORTANT CONSIDERATIONS AND RISK FACTORS

Al The Dehtors Have No Duty To Update

The statements contained in this Disclosure Statement are made by the Debtors as of the date hereof, unless
otherwise specified herein, and the delivery of this Disclosure Statement after that date does not imply that there has
been no change in the information set forth herein since that date. The Debtors have no duty to update this
Disclosure Statement unless otherwise S :

B. o Representations Outside The Disclosure Statement Are Authorized

No representations concerning or related to the Debtors, the Chapter 11 Cases or the Plan are anthorized 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 1o Debtors’ counsel, Creditors'
Committee counsel, and the Office of the United States Trustee.

C. Information Presented Is Based QOn ebtors” Books And Records, And No Audit
Performed

While the Debtors have endeavored to present information fairly in this Disclosure Statement, because of
Debtors” financial difficulties, as well as the complexity of Debtors’ financial matters, the Debtors” books and
records upon which this Disclosure Statement is based might be incomplete or inaccurate. The financial information
contained herein, unless otherwise expressly indicated, is unaudited.

D. All Information Was Provided by Debtors And Was Relied Upon By Professionals

Each of Kirkland & Ellis LLP and Pachulski, Stang, Ziehl, Young, Jones & Weintraub P.C. werewas
approved by the Bankruptey Court to represent the Debtors effective as of the Petition Date as general insolvency
co-counsel. All counsel and other professionals for the Debtors have relied upon information provided by the
Debtors in connection with preparation of this Disclosure Statement. Although counsel for the Debtors have
performed certain limited due diligence in connection with the preparation of this Disclosure Statement, counsel
have not verified independently the information contained herein.

E. rojections And Other Fo d Looking Statements Are Not Assured. And Actual Results Will
Vary

Certain of the information contained in this Disclosure Statement is, by nature, forward looking, and
contains estimates and assumptions which might ultimately prove to be incomect, and contains projections which
may be materially different from actval future experiences. There are uncertainties associated with any projections
and estimates, and they should not be considered assurances or guarantees of the amount of funds or the amount of
Claims in the various classes that might be allowed.

1. Claims Could Be More Than Projected

The allowed amount of Claims in each Class could be significantly more than projected, which in
turn, could cause the value of distributions to be reduced substantially. If Administrative Claims andfor Other
Priority Claims exceed projections, it may impair the value of the New Common Stock being distributed to the
Holders of Class 6 Claims,
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2. Projections

While the Debtors believe that their projections are reasonable, there can be no assurance that they will be
realized, resulting in recoveries that could be significantly less than projected.

F. This Disglosure Statement Was Not Approved By The Securities And Exchange Commission

Although a copy of this Disclosure Statement was served on the SEC and the SEC was given an opportunity
to object to the adequacy of this Disclosure Staztement before the Bankruptcy Court approved it, this Disclosure
Statement was not registered under the Securities Act or applicable state securities laws. Neither the SEC nor any
state regulatory authority or Canadian Securities Administrator has passed upon the accuracy or adequacy of this
Disclosure Statement, the exhibits—te—theRlan or the statements contained herein, and any representation to the
contrary is unlawful.

G. No Legal Or Tax Advice Is Provided To You By This Disclosure Statement

The contents of this Disclosure Statement should not be construed as legal, business or tax advice. Each
creditor or Holder of Equity Interest should consult his, her or its own legal counsel and accountant as to legal, tax
and other matters concerning his, her, or its Claim or equity interest.

This Disclosure Statement is not legal advice to you. This Disclosure Statement may not be relied upon for
any purpose other than to determine how to vote on the Plan or object to confirmation of the Plan.

H. No Admissions Made

Nothing contained herein shall constitule an admission of any fact or liability by any party (including,
without limitation, the Debtors) or to be deemed evidence of the tax or other legal effects of the Plan on the Debtors
or on Holders of Claims or Equity Interests.

I No Waiver Of Right To Object Or Right To Recover Transfers And Estate Assets

A creditor’s vote for or against the Plan does not constitute a waiver or release of any Claims or rights of
the Debtors (or any party in interest, as the case may be) to object to that creditor’s Claim, or recover any
preferential, fraudulent or other voidable transfer or estate assets, regardless of whether any Claims of the Debtors or
their respective estates are specifically or generally identified herein.

1. Business Factors and Competitive Conditions

a. General Economic Conditions

In their financial projections, the Debtors have assumed that the general economic
conditions of the United States economy will improve over the next several years. An improvement of economic
conditions is subject to many factors outside the Debtors’ control, including interest rates, inflation, unemployment
rates, conswmer spending, war, terrorism and other such factors. Any one of these or other economic factors could
have a significant impact on the operating performance of Core-Mark Newco. There is no guarantee that economic
conditions will improve in the near term.

b. Business Factors

*The Debtors believe that they will succeed in implementing and executing their
operational resiructuring for the benefit of all constituencies. However, there are risks that the goals of the Debtors’
going-forward business plan and operational restructuring strategy will not be achieved. In such event, the Debtors
may be forced to sell all or parts of their business, develop and implement further restructuring plans not
contemplated herein or become subject to further insolvency proceedings. Becanse the Claims of substantially all
creditors will be converted into equity in Core-Mark Newco under the Plan, in the event of further restructurings or




insolvency proceedings of Core-Mark Newco, the equity interests of such persons could be substantially diluted or
even cancelled.

c. Competitive Conditions

In addition to uncertain economic and business conditions, Core-Mark Newco will likely
face competitive pressures and other third party actions, including pressures from pricing and other promotional
activities of competitors as well as new competition. Core-Mark Newco’s anticipated operating performance will be
impacted by these and other unpredictable activities by competitors.

d. Other Factors

Other factors that Holders of Claims should consider are potential regulatory and legal
developments that may impact Core-Mark Newco’s business. Although these and other such factors are beyond the
Debtors’ control and cannot be determined in advance, they could have a significant impact on Core-Mark Newco’s
operating performance.

2. Access to Financing and Trade Te

The Debtors’ operations arc dependent on the availability and cost of working capital financing
and trade terms provided by vendors and may be adversely affected by any shortage or increased cost of such
financing and trade vendor support. The Debtors® postpetition operations have been financed from operating cash
flow and borrowings pursuant to the DIP Credit Facility. The Debtors believe that substantially all of their needs for
funds necessary to consurnmate the Plan and for post-Effective Date working capital financing will be met by
projected operating cash flow, the Bxit Financing Facility and-trade terms supplied by vendors, collection of Causes
of Action and the Tranche B Loan-er-theRights-Offering. However, if the Reorganized Debtors or Core-Mark
Newco require working capital and trade financing greater than that provided by such sources, they may be required
either to {a) obiain other sources of financing or (b) curtail their operations.

No assurance can be given, however, that any additional financing will be available, if at all, on
terms that are favorable or acceptable to the Reorganized Debtors or Core-Mark Newco. The Debtors believe that it
is important to their going-forward business plan that their perfonmance meet projected results in order to ensure
continued support from vendors and factors. There are risks to the Reorganized Debtors in the event such support
erodes after emergence from Chapter 11 that could be alleviated by remaining in Chapter 11. Chapter 11 affords a
debtor such as Fleming the opportunity to close facilities and liquidate assets relatively expeditiously, tools that will
not be available to the Reorganized Debtors upon emergence. However, the Debtors believe that the benefits of
emergence from Chapter 11 at this time cutweigh the potential costs of remaining in Chapter 11, and that emergence
at this time is in the long-term operational best interests of the Debtors and their creditors.

3. Market for New Securities

There can be no agsurance that an active market for &Ey-of-the sesuﬂhesﬂmugg to
be distributed pursuant to the Plan-ineludin p B 0 e; will develop,

and no assurance can be given as to the pnces at which such secuntles might be traded. Moreover there can be no
assurances that Core-Mark Newco will be sueeessﬁﬁ-m—ﬂs—aﬁemptahjg to have@ the New Common Stock hstednn,




The ultimate value of Recrganized Debtors will not be determined until such time as an active
market for the New Common Stock develops and the securities begin to trade. The valuation of Core-Mark Newco
could be substantially lower than that estimated by the Debtors in the Disclosure Staternent and could be adversely
impacted over time if Core-Mark Newco’s business plan does not meet expectations or if factors beyond Core-Mark
Newco’s conirol materialize, including war, terrorist attacks, recession or further weakening of the economy.

4. Impact of Interest Rates
Changes in interest rates and foreign exchange rates may affect the fair market value of the
Debtors’ assets. Specifically, decreases in interest rates will positively impact the value of the Debtors’ assets and the

strengthening of the dollar will negatively impact the value of their net foreign assets, although the value of such
foreign assets is very small in relation to the value of the Debtors’ operations as a whole.

J. Bankruptcy Law Risks and Considerations
1. Co ion of the Plan is Not Assured

Although the Debtors believe that the Plan will satisfy all requirements necessary for Confirmation
by the Bankruptcy Court, there can be no assurance that the Bankruptcy Court will reach the same conclusion. There

can also be no assurance that modifications to the Plan will not be required for Confirmation or that such

modifications would not necessitate resolicitation of votes.

2. The Plan May Be Confirmed Without the Approval of All Creditors Throngh So-Called
“Cramdown” '

If one or more Impaired Classes of Claims does not accept the Plan, the Bankruptcy Court may
nonetheless confirm the Plan at the Debtors’ request, if all other conditions for Confirmation have been met and at

Jeast one Impaired Class of Claims has accepted the Plan (without including the vote of any insider in that Class)

and, as to each Impaired Class that has not accepted the Plan, the Baokmuptey Court determines that the Plan does not
discriminate unfairly and is fair and equitable.

The votes of holders of Claims and Equity Interests under Classes 8, 9 and 10 are not being
solicited because such holders are not entitled to receive or retain under the Plan any interest in property on account
of their Claims and Equity Interests. Such Classes therefore are deemed to have rejected the Plan pursuant to section
1126(g) of the Bankruptcy Code. Accordingly, the Debtors are secking confipmation of the Plan pursuant fo section
1129(b) of the Bankruptcy Code with respect to such Classes and may seek confirmation pursuant to the Plan as to
other Classes if such Classes vote o Teject the Plan. Notwithstanding the deemed rejection by such Classes, the
Debtors believe that Classes 8, 9 and 10 are being treated fairly and equitably under the Bankruptcy Code. The
Debtors therefore believe the Plan may be confirmed despite its deerned rejection by these Classes.

3. e Effective Date Might Be Del ver Oc

There can be no assurance as to the timing of the Effective Date or that it will occur. If the
conditions precedent to the Effective Date set forth in the Plan have not occurred or been waived, the Confirmation
Order shall be vacated in accordance with the Plan and such Confirmation Order. In that event, no Distributions
would be made, and the Holders of Claims and Equity Interests would be restored to their previous position as of the
moment before Confirmation, and the Debtors’ obligations for Claims and the Equity Interests would remain
unchanged.




4. The Projected Value of Estate Assets Might Not Be Realized

In the Best Interests Analysis, the Debtors project the value of the Estates’ Assets which would be
available for payment of expenses and distributions to Holders of Allowed Claims, as set forth in the Plan. The
Debtors have made certain assumptions, as described in the notes to the Best Interests Analysis contained in
Exhibit 4 to the Disclosure Statement, and which should be read carefully.

5. Allowed Clajms in the Various Classes May Exceed Projections

The Debtors have also projected the allowed amount of Claims in each Class m the Best Interests
Analysis. Certain Classes, and the Classes below them in priority, could be significantly affected by the allowance of
Claims in an amount that is greater than projected.

K. Tax Considerations

There are significant tax consequences to Holders of Claims and Equity Interests. These are discussed
below in the Sections entitled “Certain U.S. Federal Income Tax Consequences of the Plan” and “Certain Canadian
Federal Income Tax Consequences of the Plan.” You should consult your own tax advisor about your particular
circumstances.




X. EFFECT OF CONFIRMATION

A, Binding Effect of Confixmation

Confirmation will legally bind the Debtors, all creditors, Equity Interest Holders and other parties in interest
to the provisions of the Plan, whether or not the Claim or Equity Interest Holder is impaired under the Plan, and
whether or not such creditor or Equity Interest Holder has accepted the Plan.

B. Vesting Of Assets Free And Clear Of Liens, Claims And Interests

Except as otherwise provided in the Plan or in the Confirmation Order, upon the Effective Date, title to all
assets and property of the Debtors, and all property of the Estates, including, pursuant to section 1123(b)(3)(b) of the
Bankruptcy Code, each and every Claim, demand or Cause of Action which the Debtors have or have power to assert
immediately prior to Confirmation, will vest in Core-Mark Newco or the Post Confirmation Trust as provided in the
Plan, free and clear of ail Liens, Claims and Interests. Thereafter, Core-Mark Newco or the Post Confirmation Trust
will hold these assets without further jurisdiction, restriction or supervision of the Bankruptcy Court, except as may
be provided in this Disclosure Staterent.

C. Good Faith

Confirmation of the Plan shall constitute a finding that the Plan has been proposed in good faith and in
compliance with applicable provisions of the Bankruptcy Code.

D, Discharge of Claims

The rights afforded in the Plan and the treatment of all Claims and Equity Interests in the Plan, shall be in
exchange for and in complete satisfaction, discharge and release of Claims and Equity Interests of any nature
whatsoever, including any interest accrued on Claims from and after the Petition Date, against any Debtor or any of
its respective assets or propertics. On the Effective Date, ail such Claims against, and Equity Interests in, any Debtor
shall be satisfied, discharged and released in full and all Persons and Entities shall be precluded from asserting
against any Reorganized Debtor, its successors or its assets or properties any other or further Claims or Equity
Interests based upon any act or omission, transaction or other activity of any kind or nature that occurred prior to the
Confirmation Date,

E. Judicial Determination of Discharge

All Holders of Claims and Equity Interests are permanently enjoined, from and after the Effective Date,
from (a) commencing or continuing in any manner any action or other proceeding of any kind cn any such Claim or
Equity Interest against the Debiors, their estates, Core-Mark Newco or the Reorgamized Debtors; (b) the
enforcement, attachment, collection or recovery by any manner or means of any judgment, award, decree or order
against the Debtors, their estates, Core-Mark Newco or the Reorganized Debtors; {c) creating, perfecting, or
enforcing any encumbrance of any kind against the property or interests in property of the Debtors, their estates,
Core-Mark Newco or the Reorganized Debtors; and (d) asserting any right of setoff, subrogation or recoupment of
any kind against any obligation due from the Debtors or against the property of the Debtors, their estates, Core-Mark
Neweco or the Reorganized Debtors with respect to any such-Claim or Equity Interest. The Cenfirmation Qrder shall
be a judicial determination of discharge of all Claims against the Debtors pursuant to sections 524 and 1141 of the
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Bankruptcy Code, and shall void any judgment obtained or entered against Debtors at any time, to the extent the
judgment relates to a discharged Claim.

With respect to the matters within the scope of Article XTI of the Plan, all Persons and Entities shall be and
are permanently enjoined from commencing or continuing any action with respect thereto except in the Bankruptcy
Court and the Bankruptcy Court shall retain exclusive jurisdiction over such matters.




XI. CERTAIN SECURITIES LAW CONSIDERATIONS

A. Exemptions from Registration under Securities Act

Section 1145(a)(1) of the Bankmptcy Code exempts the offer and sale of securiies under a plan of
reorganization from registration under section 5 of the Securities Act and state laws if three principal requirements
are satisfied: (i) the securities must be offered and sold under a plan of reorganization and must be securities of the
debtor, of an affiliate participating in a joint plan with the debtor, or of a successor to the debtor under the plan;
(ii) the recipients of the securities must hold Claims against or interests in the debtor; and (iii) the securities must be
issned in exchange (or prmmpally in cxcha.ngc) for the ramplent s Claims against or mterwts in the dcbtor The
Debtors believe that;-ethes-than espectta £t d-Steclk by th :
ﬂ—Pdghts—foeHﬂg— thc offer and salc of the Ncw Common Stock, and-theFq

M&r-k—Newee—See&ﬂﬁes—) u.nder the Plan sahsfyg the reqm.tcmcuts of secuon 1145(3)(1) of the Ba.nkruptcy Code
and ﬂfemgﬂgx_ggm]m_ﬁm;kjs therefore exempt from reglsl:ral:lon under the Sccuntles Act and statc securities
laws. In-th . !

To the extent that the Core-Mark-Newco-SecuritiesargNew Common Stock js issued under the Plan and
arejs covered by section 1145(a)(1) of the Bankruptcy Code, theyit may be resold by the holders thereof without
registration unless, as more fully described below, the holder is an “underwriter” with respect to such securities.
Generally, section 1145(b)(1) of the Bankruptcy Code defines an “underwriter” as any person who: (i) purchases a.
eClaim against, an interest in, or a Claim for an administrative expense against the debtor, if such purchase is with a
view to distributing any security received in exchange for such a Claim or interest; (ii) offers to sell securities
offered under a plan for the holders of such securities; (iii} offers to buy such securities from the holders of such
securities, if the offer to buy is: (A} with a view to distributing such securities; and (B} under an agreement made in
connection with the plan, the consummation of the plan, or with the offer or sale of securities under the plan; or (iv)
is an “issuer” with respect to the securities, as the term “issner” is defined in section 2(a)(11) of the Securities Act.

Under section 2(a)(11) of the Securities Act, an “issuer” includes any person directly or indirectly
controlling or controlled by the issuer, or any person under direct or indirect commen control of the issuer. To the
extent that Persons who receive Gere-Mark-MNewso-SecuritiesNew Common Stock pursuant to the Plan are deemed
to be “underwriters” as defined in section 1145(b) of the Bankruptcy Code, resales by such Persons would not be
cxerpted by section 1145 of the Bankruptcy Code fiom registration under the Securities Act or other applicable law.
Such Persons would, however, be permitted to sell such Core-Marle Neweo-SecuritiesNew Common Stock or other
securities without registration if they are able to comply with the provisions of Rule 144 under the Securities Act.
These rules permit the public sale of securities received by such person if current information regarding the issuer is
publicly available and if volume limitations and certain other conditions are met. Any person who s an
“underwriter” but not an “issuer” with respect to an issue of securities is, however, entitled to engage in exempt
“ordinary trading transactions” within the meaning of section 1145(b) of the Bankruptcy Code.

Whether or not any particular person would be deemed to be an “underwriter” with respect to the Gere-
Masde Neweo-SecuritiesNew Common Sfock to be issued pursuant to the Plan would depend upon various facts and
circumstances applicable to that person. Accordingly, the Debtors express no view as to whether any particular
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person receiving Ceore-Mark Newco-SecuridesNew Common Stock under the Plan would be an “underwriter” with
respect to such Core-Mark Neweo-SeecuritiesNew Cornmon Stock.

Given the complex and subjective nature of the question of whether a particular holder may be an
underwriter, the Debtors make no representation concerning the right of any Person to trade in the Core-
Mark Neweo-SeeuritiesNew Common Stock. The Debtors recornmend that potential recipients of the Core-
Mark—Neweo-SecuritiesNew Common Stock consult their own counsel concerning whether they may freely
trade Core-Mark Newco Securitiesthe New Common Stock without compliance with the Securities Act, the
Exchange Act or similar state and federal laws,

B. Applicability Of Certain Canadian Securities Laws

The following trades of securities contemplated under the Plan will be subject to the securities laws of the
provinces and territories of Canada in which Persons entitled to receive such securities reside:

. the issuance of New Common Stock by Core-Mark Newco;

. the distribution of New Common Stock by the Reorganized Debtors;

b subsequent transfers made by the recipients of such securities.

Such trades will be made pursuant to exemptions from the applicable dealer registration and prospectus
requirerents of Canadian securitics laws or pursuant to discretionary orders from applicable Canadian provincial
securities regulatory authorities. Although there can be no assurance that any required discretionary orders will be
obtained, based on relief granted in similar circumstances to other public companies, the Reorganized Debtors
believe that such discretionary relief or rulings are obtainable. Obtaining such discretionary orders (to the extent
required) is a condition to the occurrence of the Effective Date of the Plan.

Persons resident in Canada who are entitled to receive such securities pursuant to such exemptions or orders
are advised that they will not be entitled to the statutory rights that would have been available to them had such
securities been distributed pursuant to a prospectus, including rights of rescission and damages.

If at the time of any subsequent transfer in Canada of the Core-Mark Newco-SecurifesNew Common
Stock, the seller holds a sufficient number of any Gere-Mask-Newso-SecuritiesNew Common Stock to materially
affect control of Core-Mark Newco, a prospectus will be required to be delivered to the purchaser(s) unless a
prospectus exemption is then available for such transfer. For these purposes, and in the absence of evidence to the
contrary, any Person or combination of Persons who hold more than 20% of the voting securities of Core-Mark
Neweco shall be deemed to materially affect its control.




XII. CERTAIN U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN

The following is a summary of certain U.S. federal income tax consequences of the Plan to Debtors and
Helders of Claims and Equity Interests. Unless otherwise indicated, this discussion addresses the treatment of Claims
and Equity Interests against both the Company and the Filing Subsidiaries. This summary is based on. the Internal
Revenue Code of 1986, as amended (the “Code™), Treasury Regulations thereunder, and administrative and judicial
interpretations and practice, all as in effect on the date hereof and all of which are subject to change, with possible
retroactive effect. 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 Debtors do not intend to seek a ruling from the Internal Revenue Service (the “IRS"”) as to any of such
tax consequences, and there can be no assurance that the IRS will not challenge one or more of the tax consequences
of the Plan described below.

Unless otherwise indicated, this summary does not apply to Holders of Clairns and Equity Interests that are
non-U.S. Holders (as defined below) or that are otherwise subject to special treatment under U.S. federal income tax
law (inciuding, for example, banks, governmental authorities or agencies, financial institutions, insurance companies,
pass-through entities, tax-exempt organizations, brokers and dealers in securities, mutual funds, small business
investment companies, regulated investment companies, investors that hold the instruments as part of 2 straddle or
hedging, constructive sale, integrated or conversion transactions for U.S. federal income tax purposes or investors
whose functional currency is not the U.S. dollar). The following discussion assumes that Holders of Claims and
Equity Interests hold their instruments as “capital assets” within the meaning of Code Section 1221. Moreover, this
summary does not purport to cover all aspects of U.S. federal income taxation that may apply to Debtors and
Holders of Claims and Equity Interests based upon their particular circumstances. Additionally, this summary does
not discuss any tax consequences that may arise under state, local, or foreign tax law.

For purposes of this discussion, a “U.S. Holder” means a Holder of Claims and Equity Interests that is
cither: (i) an individual citizen or resident of the United States; (ii) a corporation, partnership, or other entity created
or organized in the United States or under the laws of the United States or of any political subdivision of the United
States; (iii) an estate, the income of which is includible in gross income for U.S. federal income tax purposes
regardless of its source, or (iv) a trust, the administration of which is subject to the primary supervision of the U.S.
courts and that has one or more U.S. Persons who have the authority to control ali substantial decisions of the trust.
A “Non-U.S. Holder” is a holder of Claims and Equity Interests other than a “U.S. Holder.”

If a partnership holds Claims or Equity Interests, the tax treatment of a partner will generaily depend upon
the status of the partner and the activities of the partnership. Partners in partnerships that hold Claims or Equity
Interests should consult their tax advisors.

The following summary is not a substitute for careful tax planning and advice based on the
particular circumstances of each Holder of Claims and Equity Interests. All Holders are urged to consult
their own tax advisors as to the U.S. federal income tax consequences, as well as any applicable state, local,
and foreign tax consequences of the Plan.

A. Certain U.8. Fed ncome Tax Co uences To 11.S. Holders Of Claims And Equity Interests

Debtors intend to take the position that the reorganization undertaken pursuant to. the Plan constitutes a
taxable sale of Fleming's assets to Ccre-Mark Holdmgs IO Asa consequence, Holders of Claims will be treated as
exchangmgsuchClaunsfor Core-Mark GO 5-CORENO - .

taxable exchange ]

HiS—Lnstead,—them IRS may ta.ke the posmon that the exchange conshtutes a tax frec recrgamzat[on. Ifthe IRS
were to succeed in asserting that the exchange qualifies as a tax-free reorganization, the tax consequences to Holders
of Claims. that receive New Common Stock may differ from the consequences described below.




1. Consequences to Holders of Prepetition Lenders’ Secured Claims

Holders of Allowed Prepetition Lenders’ Secured Claims will receive, in exchange for and in full
and final satisfaction of their Prepetition Lenders® Secured Claims, payment in full in cash on account of the Allowed
Pre-Petition Lenders” Secured Claims.

Holders of Allowed Prepetition Lenders’ Secured Claims sitlshould be treated as exchanging their
Prepetition Lenders’ Secured Claims for Cash in a taxable exchange under Section 1001 of the Code. In such case, a
Holder of Prepetition Lenders’ Secured Claims should recognize gain (or loss) equal to the amount by which (i) the
amount of Cash received (to the extent such Cash is not allocable to accried but untaxed interest) exceeds (or, in the
case of loss, is less than) (ii) such Holder’s tax basis in the existing Prepetition Lenders” Secured Claims. Any gain
or loss recognized in a taxable exchange by a Holder of Prepetition Lenders’ Secured Claims that constitute capital
assets in the hands of the Holder should be capital in nature (subject to the market discount rules discussed below),
and should be long term capital gain or loss if the Prepetition Lenders’ Secured Claims were held for more than one
year. To the extent that Cash received in exchange for Prepetition Lenders’ Secured Claims is treated as received in
satisfaction of accrued but untaxed interest on such Claims, a Holder should recognize ordinary income. See
“Accrued But Untaxed Interest” below.

2. Consequences to Ho ders of Other Secured C ai i ien that
are not Class 1(B ACTA : -

pation aLe 3 Claims, DSD Trust Claims, PACA/PASA Claims, and Convenience
Clalms should recogmze gain or loss cqual to the difference between (a) the sum of (i) the amount of Cash ang_(n)

the fair market value of other properiy received in exchange for such claims; and (i

pfeaasseﬁt-nete—aad-fb) the Holder ] adjusted basxs in such clau'ns Such gain or loss should be capital in nature if
such Other Secured-Claisms ¢ 0 p-Lien Claims, DSD Trust Claims, PACA/PASA
Claims and Convenience Clal.ms are heId as caplta.l assels (sub]ect to the “market discount™ rules described below)
and should be long-term capital gain or loss if such Claims were held for more than one year. To the extent that a
portion of cash received in exchange for such Claims is allocable to accrued but untaxed interest, the Holder should
recognize ordinary income. See “Accrued But Uniaxed Interest” below.

Holders of Allowed Approved Trade Creditor Reclamation Lien Claims will receive a
preferred interest in the Post Confirmation Trust, a Lien on account of such Claims and a secured guarantee

from Core-Mark Neweo, as specified in the Plan, entitling such Holders to their Ratable Proportion of the
Post Confirmation Trust Disiributable Assets. Accordingly, Holders of Allowed Approved Trade Creditor
Reclamation Lien Claims will be treated as exchanging such Claims for promissory notes in a taxable
exchanpe under section 1001 of the Code. Accordingly, a Holder of an Approved Trade Creditor

eclamation Lien Claim sho reco e gain or loss equal to the difference between (i) the fair market
valne of a_preferred interest in the Post Confirmafion Trust and (i) the Holder's adjusted basis in _the
Approved Trade Creditor Reclamation Lien Claims. Such gain or loss should be capital in nature so long as
Approved Trade Creditor Reclamation Lien Claims were held as capital assets (subject fo the “market
discount rates” deseribed below) and should be long-term capital gain or ioss i TOV! ade Creditor
Reclamation Lien Claims were held for more than one year. To the extent that a portion of the preferred
interest in the Post Confirmation Trust recewed in exchange for the Clalm is allocable to aecrued but untaxa
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4. 3-Consequences to Holders of Allowed Valid Reclamation Claims Other Than Class
3(B) Claims

To the extent the Court determines that the Holders of Reclamation Claims that are not Class 3(B)
Claims are entitled to pricrity treatment, such Holders wﬂl receive a prenﬁsse;y—nete—&em—-@efe—mﬂ(—Neweo-
orpreferred interest in the Post Confirmation Trust, g lie
Core-Mark Neweg as applicablegutlined in the Flan, entltlmg such Holders to thelr Ramble Proporhon of the Post
Confirmation Trust Distributable Assets, after payment in full of all Allowed Class 3(B) Claims, If the Court denies
the Hoelders of Reclamation Claims that are not Class 3(B) Claims priority treatment, such Reclamation Claims will
be treated as Class 6 Claims with the tax consequences to the Holders as deseribed below.

Holders of Allowed Valid Reclamahon Clan'ns t]:lat are not CIass 3(B) Clauns will be treated as
exchanging such Claims for premisseryretesy prefe : : in a taxable
exchange under Section 1001 of the Caode. Accordmgly, a Holder of Allowed Valld Reclamanou Clairns that are not
Class 3(B) Claims should recognize gain or loss equal to the difference between (i) the “issue-price”fair market,
value of a_preferred interest jn the premisserrnetePost Confirmation Trust and (ii) the Holder’s adjusted basis
in Allowed Valid Reclamation Clairns that are not Class 3(B) Claims. Such gain or loss should be capital in nature
so long as Allowed Valid Reclamation Claims that are not Class 3(B) Claims were held as capital assets (subject to
the “market discount” rules described below) and should be long-tenn capital gain or loss if Allowed Valid
Reclamation Claims that are not Class 3(B) Claims were held for more than one year. To the extent that a portion of
a preferred interest in the premisserysnotePost Confirmation Trust received in exchange for Allowed Valid
Reclamation Claims that are not Class 3(B) Claims is allocable to accrued but untaxed interest, the Holder should
recognize ordinary income. See “Accrued But Untaxed Interest” below. Holders should consult their tax advisers
about the possibility of reporting gain on the installment method.

5. - 4-Conseqguences to Holders of General Unsecured Claims (Other Than Conyenience
Claims)

Holders of Allowed General Unsecured Claims, other than Convenience Claims, will receive, in
full and final satisfaction of their Claims, at the Debtors’ option, one or a cormbination of the following: (i) a Ratable
Proportion of the commen-steck-of Core-Mazk Newee-(“New Common Stock’—), subject to dﬂutlon from the issuance
of warrants to the Tranche B Lenders or the shares issued pursuant to the
Management Incentive Plan; and/or (ii) in the event the Debtors, with the consent of the Cred1tors Connmttee elect
to sell some or all of their assets as outlined herein, a Ratable Proportion of Cash remaining from the sale of such
assets after all of the Allowed Unclasmﬁed Clauns and Claims of Holders in Classes 1 through 5 have been sansﬁed

As additional consideration, each Holder of an Allowed General Unsecured Claim other than a
Convenience Claim shall be entitled to a Ratable Proportion of Excess Proceeds (as defined in the Post Confirmation
Trust Agreement), if any, available from the Post Confirmation Trust after payment by the Post Confirmation Trust
of all claims and obligations required to be made by the Post Confirmation Trust under the Plan, the Post
Conﬁrmahon Trust Agreemcnt, or othenmse as set forth in the Post Confumauon Trust Agreement Fufther—m-the-

Holders of Allowed General Unsecured Claims other than Convenience Claims will be treated as
exchanging their General Unsecured Claims for New Common Stock, Equity Subseription—Rights—if-any.Post,
Confirmation Trust interests and/or Cash in a taxable exchange under Section 1001 of the Code. Accordingly, a
Holder of an Allowed General Unsecured Claim other than a Convenience Claim should recognize gain or loss (at,

¢k} equal to the difference between (i) the sum of (a) the fair
ma:ket value of Eqmty—Subseﬂpaea—lhghg—@f—my)-aad—ef—the New Common Stock (as of the Effective Date)
received in exchange for the General Unsecured Claims-asd; (b) an amount of Cash received and (c) the fair,




(to the extent such New Common Stock, Equ*ty—

Casl;%m‘w are not allocable to accrued
but unpaid interest) and (ii) the Holder’s adjusted basis in the General Unsecured Claims. Such gain or loss should
be capital in nature so long as the General Unsecured Claims other than Convenience Claims are held as capital
assets (subject to the “market discount” rules described below) and should be long-term capital gain or loss if the
General Unsecured Claims other than Convenience Claims were held for more than one year. To the extent Lhat a
portion of the New Common Stock, Equity-Subsesiption-Rights—{if-any)] 2
Cash received in exchange for General Unsecured Claims other than Convenience Clairos is allocable to accrued but
untaxed interest, the Holder should recognize ordinary income. See “Accrued But Untaxed Interest” below. A
Holder’s tax basis in the New Coramon Stock and the Equit-SubseriptionRishtsPost Confirmation Tryst interests
received in exchange for the General Unsecured. Claims should equal the fair market value of the New Common
Stock and the Equity-Subscriptien-Rights—(if-any)Past_Confirmation Trust interests, respectively, as of the
Effective Date. A Holder’s holding period for the New Common Stock and the Equity-Subseription-RightsPost_
Confirmation Trust interests should begin on the day following the Effective Date.




6. 5-Consequences to Holders of Equity Interests

Holders of Equity Interests that are cancelled under the Plan will be allowed a “worthless stock
deduction” (unless such Holder had previously claimed a worthless stock deduction with respect to the Equity
Interest) in the tax year in which such Equity Interest becomes worthless (which could be a tax year prior to the year
the Plan becomes effective) in an amount equal to the Holder’s adjusted basis in its Equity Interest. If the Holder

held an Equity Intexest as a capital asset, the loss will be treated as a loss from the sale or exchange of such capital
asset.

L 6-Receipt of Interests in Post Confirmation Trust

On the Effective Date, the Post Confirmation Trust shall be settled and is currently anticipated to
exist as either a grantor trust .ok partnership, in each case, for the benefit of certain creditors, Subject to definitive
ghidance from the IRS or a court of competent jurisdiction to the contrary (including the receipt of an adverse
determination by the IRS upon audit if not contested by the Post Confirmation Trustee), pursuant lo Treasury
Regulation Section 1.671-1(a) and/or Treasury Regulation Section 301.7701-4(d) and related regulations, the Post
Confirmation Trustee may designate and file returns for the Post Confirmation Trust as a “grantor trust” and/or
“liquidating trust” and therefore, for federal income tax purposes, the Post Confinmation Trust’s taxable income {or
loss) should be allocated pro rata to its beneficiaries.

Holders of Claims are urged to consult their tax advisors regarding the tax consequences of the
right to receive and of the receipt (if any) of property from the Post Confirmation Trust.




e

Z-Treatment of Subsequent Distributions on New Common Stoc

discussien-belew), if any, by Core-Mark Newco in respect of New Common Stock—aad—P—sefessed—Steel&n—F
applieable; will be equal to the amount of cash and the fair market value as of the date of dlstributlon of any properly

dlstnbuted b}

b. d—Subseguent Sale, Redemption, or other disposition of New Common Stock e
Preferred-Stock

The federal income tax treatment to a Holder of New Common-Steck-andfor-Preferred Stock npon
sale, redemption, or other disposition of such stock will depend on the particular facis relating to such Holder at the
time of such sale, redemption, or other disposition. Generally, any gain recognized by a Holder may be treated as
ordinary income to the extent of (i) any bad debt deductions (or additions to a bad debt reserve) claimed with respect
to such Holder’s Claim and any ordinary loss deductions incurred upon satisfaction of its Claim, less any income
(other than interest income) recognized by the Holder upon satisfaction of its Claim, and (ii) any amounts received
by a cash-basis Holder which would have been included in its gross income if the Holder's Claim had been satisfied
in full but which was not included by reason of the cash method of accounting.




The rules applicable to the treatment of the receipt of constructive distributions, and the sale,
redemption, or other disposition of New Common Stock andferPreferred-Steck-are complex and in some cases
uncertain. Thus, Holders of New Common Stock andfer—Preferred—Stoel—are urged to consult their own tax
advisors regarding the application of the rules to their particular situations.

9, 1-Accrued Interest, Market Discount and Capital Losses

a. Accrued But Untaxed Interest.

To the extent that any amount received by a Holder of Claims under the Plan is atiributable to
accrued but untaxed interest, such amount should be taxable to the Holder as interest income, if such accrued interest
has not been previously included in the Holder’s gross income for U.S. federal income tax purposes. Conversely, a
Holder of Claims may be able to recognize a deductible loss (or, possibly, a write-off against a reserve for bad debis)
for such purposes to the extent that any accrued interest was previously inclnded in the Holder’s gross income but
was not paid in full by the Debtors.

The extent to which any consideration received by a Holder of Claims under the Plan will be
attributable to accrred but untaxed interest is unclear. Under the Plan, the Pebtors will freat the appregate
consideration to be distributed to Holders of Allowed Claims in each Class—will-be-treated as first satisfying the
stated principal amount of the Claims with any excess allocated to accrued, but unpaid, interest, if any, Certain
legislative history indicates that an allocation of consideration as between principal and interest provided in a
bankrupicy plan is binding for federal income tax purposes. However, the IRS could take the position that the
consideration received by a Holder should be allocated in some way other than as provided in the Plan. Holders of
Claims should consult their own tax advisors regarding the proper allocation of the consideration received by thern
under the Plan.




b. Market Discount.

Holders of Claims who realize gain as a result of receipt of consideration under the Plan may be
affected by the “market discount” provisions of Code Sections 1276 through 1278. Under these rules, some or all of
the gain realized by Holders of Claims may be treated as ordinary income (instead of capital gain), to the extent of
the amount of “market discount” on such Claims.

. In general, a debt obligation with a fixed maturity of more than one year that is acquired by a
holder on the secondary market (or, in certain circumstances, upon original issuance) is considered to be a-acquired
with “market discount™ as to that holder if the debt obligation’s stated redemption price at maturity (or revised issue
price, in the case of a debt obligation issued with original issue discount) exceeds the tax basis of the debt obligation
in the holder’s hands immediately after its acquisition. However, a debt obligation. will not be a “market discount
bond” if such excess is less than a statutory de minimis amount (equal to 0.25 percent of the debt obligation's stated
redemption price at maturity or revised issue price, in the case of a debt obligation issued with original issue
discount, multiplied by the number of remaining whole years to maturity).

Any gain recognized by a Holder on the taxable disposition of Claims (determined as described
above) that had been acquired with market discount should be treated as ordinary income to the extent of the market
discount that accrued thereon while the Claims were considered to be held by the Holder (unless the Holder elected
to include market discount in income as it accrued). To the extent that any Claims that had been acquired with
market discount are exchanged in a tax-free transaction for other property, any market discount that accrued on such
Claims but was not recognized by the Holder is carried over to the property received thereforg and any gain
recognized on the subsequent sale, exchange, redemption or other disposition of such property is treated as ordinary
" income to the extent of such accrued market discount.

‘ C. Limitation on Use of Capital Losses.

Holders of Claims and Equity Interests who recognize capital losses as a result of the exchange
under the Plan will be subject to limits on their use of such losses. For noncorporate Holders, capital losses may be
used to offset any capital gains (without regard to holding periods) plus the lesser of (1) $3,000 ($1,500 for married
individuals filing separate retumns) or (2) the excess of the capital losses over the capital gains. For corporate
Holders, losses from the sale or exchange of capital assets may only be used to offset capital gains, Holders who
have more capital losses than can be used in a tax year may be allowed to carry over the excess capital losses for use
in succeeding tax years. Noncorporate Holders may carry over unused capital losses and apply them to capital gains
and a portion of their ordinary income (see described immediately above) for an unlimited number of years.
Corporate Holders may generally only carry over unused capital losses for the five years following the capital loss
year, but ar¢ allowed to carry back unused capital losses to the three years preceding the capital loss year.

Except as provided below or in the following paragraph, Non-U.S. Holders of Claims exchanging
such Claims for New Common Steck, Cash (if any), and Post Confirmation Trust interests shonld not be

sub]ect to ES Iederal income or withholdinE tax on Eain realized on the exchanEe of their Cjaims for New
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C. i co ax Consequences To Reorpanized Debto
1. Transfer of Business Assets

As described above, Debtors intend to take the position that the reorganization undertaken
pursuant to the Plan constitutes a taxable sale of the Fleming?s Convenience assets to Core-Mark Holdings OI. Asa
consequence, Core-Mark Holdings IIT should obtain a tax basis in_the assets received from Fleming equal to their
cost to Core-Mark Holdings III, which generally should equal the fair market value of Core-Mark Newco's stock
transferred to Fleming plus the amount of Liabilities assumed by Core-Mark Holdings III.

Provided the reorganization undertaken pursuant to the Plan constitutes a taxable transfer, Fleming
would recognize pain or loss upon the iransfer of assets to Core-Mark Holdings III in an amount equal to the
difference between the fair market value of its assets and its tax basis in such assets. Fleming believes that no
significant federal, state, or local tax liability, if any, should be incurred upon the transfer.

There is no assurance, however, that the exchange will be treated by the IRS as a taxable sale of
assets by Fleming to Core-Mark Holdings ITl. Instead, the IRS may take the position that the exchange constitutes a
tax-free reorganization. If the IRS were to succeed in asserting that the exchange qualifies as a tax-free
reorganization, Fleming would not recognize any gain or loss on the exchange. Instead, Core-Mark Holdings IIT
would succeed to certain tax atiributes of Fleming, including Fleming’s tax basis in the assets transferred to Core-
Mark Holdings II, but only after taking into account the reduction in such tax attributes and tax basis on account of
the discharge of indebtedness pursuant to the Plan. Thus, Core-Mark Holdings IIT would generally have no NOL
carryforwards (as described below) and would have a significantly diminished tax basis in the assets received from
Fleming, with the result that future tax depreciation and amortization with respect to Core-Mark Holdings III's real
and personal property would be substantially reduced.
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2. Cancellation of Indebtedness and Reducti E) jbutes

As a result of the transactions undertaken pursuant to the Plan, the amount of Debtors® aggregate
outstanding indebtedness will be substantially reduced_or eliminated. In gencral, absent an exception, a debtor will
realize and recognize cancellation of indebtedness income (“COD Income™) upon satisfaction of its outstanding
indebtedness for an amount less than its adjusted issue price. The amount of COD Income, in general, is the excess
of (2) the adjusted issue price of the indebtedness satisfied, over (b) the sum of the issue price of any new
indebtedness of the taxpayer issued, the amount of cash paid and the fair market value of any new consideration

(including stock of debtor_and Post Confirmation Trust inferests) given in satisfaction of such indebtedness at the
timne of the exchange.

A debtor will not, however, be required to include any amount of COD Income in gross income if,
the debtor is under the jurisdiction of a court in a bankruptcy case and the discharge of debt occurs pursuant to that
case, Instead, a debior must (as of the first day of the next taxable year) reduce its tax atiribuies by the amount of
COD Income which it excluded from gross income. In general, tax attributes will be reduced in the following order:
(a) net operating losses (“NOLs™), (b} tax credits and capital loss carryovers, and (c) tax basis in assets.

Because, under the Plan, Holders of cerfain Claims willmay receive New Common Stock and may-

Post Confirmation Trust interests, the amount of COD Income, and accordingly

the amount of tax attributes required to be reduced, will depend on the fair market value of New Common Stock and

of Equity-Subseriptien-RighisPost Confirmation Trust interests. This value cannot be known with certainty until

after the Effective Date. Thus, although it is expected that a reduction of tax attributes will be required, the exact
amount of such reduction cannot be predicted.

The IRS recently released temporary regulations (the “New Regulations™) goveming the reduction
of tax attributes when a member of a consolidated group realizes cancellation of debt income that is excluded from
gross income (“Excluded COD Income™). The New Regulations apply to discharges of indebtedness that occur after
August 29, 2003. In peneral, the New Regulations require a member of a consolidated group that realizes Excluded
COD Income to reduce the tax atiributes that are attributable to that member (and its direct and indirect subsidiaries
under various look-through rules when the tax basis of stock of such subsidiaries is reduced as a result of the member
realizing Excluded COD Income). To the extent that Excluded COD Income is not applied to reduce the tax
attributes attributable to the member actually realizing Excluded COD Income, after applying the look-through rules
described in the paragraph below, the remaining consolidated tax attributes atiributable to the consolidated group
{but not basis in assets) are required to be reduced by such amount. The Debtors anticipate that the amount of
Excluded COD Income will likely eliminate or substantially reduce the NOL carryforwards of Debtors’ consolidated
group and may eliminate or substantially reduce the tax basis in assets (including depreciable assets) of Debtors’
consolidated group. Because (i) any COD Income should be realized by Fleming prior to the transfer of assets to
Core-Mark Holdings III and (ii) Debtors intend to take the position that the reorganization undertaken pursnant to
the Plan constitutes a taxable transfer of Flenung s assets to Core-Ma:lc Holdmgs I, Core-Mark Holdings III should

Reom ; uld-net-suffer any attribute reduction—_as 3

3. Limitation of Net Operating Lo vers and

Code Section 382 generally limits a corporation’s use of its NOLs (and may limit a corporation’s
use of certain built-in fosses if such built-in losses are recognized within a five-year period following an ownership
change) if a corporation undergoes an “ownership change.” This discussion describes the limitation determined
under Code Section 382 in the case of an “ownership change” as the “Section 382 Limitation™. The Section 382
Limitation on the use of pre-change losses (the NOLs and built-in losses recognized within the five year post-
ownership change period) in any “post change year” is generally equal to the product of the fair market value of the
loss corporation’s outstanding stock immediately before the ownership change and the long term tax-exempt rate
{which is published monthly by the Treasury Department and was approximately 4.74% for ownership changes
occurring in December 2003) in effect for the month in which the ownership change occurs. Code Section 383
applies a similar limitation to capital loss carryforward and tax credits.
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In general, an ownership change occurs when the percentage of the corporation’s stock owned by
certain “5 percent shareholders” increases by more than 50 percentage points over the lowest percentage owned at
any time during the applicable “testing period” (generaily, the shorter of (a) the three-year period preceding the
testing date or (b) the period of time since the most recent ownership change of the corporation). A “5 percent
shareholder” for these purposes includes, generally, an individual or entity that directly or indirectly owns 5 percent
or more of a corporation’s stock during the relevant period, and may include one or more groups of sharcholders that
in the aggregate own less than 5 percent of the value of the corporation’s stock. Under applicable Treasury
Repulations, an ownership change with respect to an affiliated group of corporations filing a consolidated return that
has consolidated NOLs is generally measured by changes in stock ownership of the parent corporation of the group.

Because (i) substantially all of the Debtors™ NOLs will likely be eliminated or substantially
reduced and (ii) Debtors intend to take the position that the reorganization undertaken pursuant to the Plan
constitutes a taxable sale of Fleming’s assets to Core-Mark Holdings III, Core-Mark Holdings 1II should not succeed
1o any of the NOLs of Fleming and hence the Section 382 Limitation will not be relevant to the NOLs of Flerning,.

The restructuring pursuant to the Plan will canse an ownership change to occur with respect to
subsidiaries of Fleming, if any, transferred to Core-Mark Holdings IIT. As a result, such subsidiaries may be affected
by the Section 382 Limitation with respect to their NOLs and built-in losses (if any) following the Effective Date.
This limitation is independent of, and in addition to, the reduction of tax attributes described in the preceding Section
resulting from the exclusion of COD Income. Similarly, the ability to use any remaining capital loss carryforwards
and tax credits by such subsidiaries will also be limited. Special rules may apply in determining the Section 382
Limitation with respect to a corporation that experiences an ownership change as the result of a bankruptcy case.
However, the Debtors belicve that such subsidiaries have a limited amount of NOLs and built-in losses, whick may
be eliminated in whole or in part as a result of the attribute reduction described above and thus the Section 382
Lirnitation will not materially affect the business of Core-Mark Newco going forward.

D. Backup Withholding

Under the backup withholding rules, a Holder of Claims may be subject to backup withholding with respect
to distributions or payments made pursuant to the Plan unless that holder (2) comes within certain exempt categorics
(which generally include corporations) and, when required, demonstrates that fact or (b) provides a correct taxpayer
identification number and certifies under penalty of perjury that the taxpayer identification number is correct and that
the holder is not subject to backup withholding because of a failure to report all dividend and interest income..
Backup withholding is not an additional tax, but merely an advance payment that may be refunded to the extent it
results in an overpayment of tax.

Debtors will withhold all amounts required by law to be withheld from payments of interest and dividends.
Debtors will comply with ail applicable reporting requirements of the Code.

THE FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN ARE COMPLEX. THE
FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTS OF FEDERAL INCOME TAXATION THAT
MAY BE RELEVANT TO A PARTICULAR HOLDER IN LIGHT OF SUCH HOLDER’S CIRCUMSTANCES
AND INCOME TAX SITUATION. ALL HOLDERS OF CLAIMS AND EQUITY INTERESTS 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 FOREIGN TAX LAWS, AND OF ANY CHANGE IN
APPLICABLE TAX LAWS,




XIII. CERTAIN CANADIAN FEDERAL INCOME TAX CONSEQUENCES OF CONSUMMATION OF
THE PLAN

A, General

A DESCRIPTION OF CERTAIN CANADIAN FEDERAL INCOME TAX CONSEQUENCES OF THE
CONSUMMATION OF THE PLAN IS PROVIDED BELOW. THE DESCRIPTION IS BASED ON THE
PROVISIONS OF THE INCOME TAX ACT (CANADA) AND THE REGULATIONS THERETO (*THE
EACT™), THE PUBLISHED ADMINISTRATIVE AND INTERPRETIVE POSITIONS OF THE CANADA
CUSTOMS AND REVENUE AGENCY, PROPOSED AMENDMENTS TO THE ACT AND CASE LAW
PUBLISHED OR REPORTED AS AT THE DATE CF THIS PISCLOSURE STATEMENT. CHANGES IN ANY
OF THESE AUTHORITIES OR CHANGES IN THE INTERPRETATIONS OF ANY OF THESE
AUTHORITIES, THAT MAY HAVE RETROACTIVE EFFECT, MAY CAUSE THE CANADIAN FEDERAL
INCOME TAX CONSEQUENCES OF THE PLAN TO DIFFER MATERIALLY FROM THE CONSEQUENCES
DESCRIBED BELOW. MOREOVER, NO ADVANCE INCOME TAX RULING HAS BEEN REQUESTED
FROM CANADA CUSTCMS & REVENUE AGENCY, NO LEGAL OPINION HAS BEEN REQUESTED FROM
COUNSEL CONCERNING ANY TAX CONSEQUENCE OF THE PLAN; AND NO TAX OPINION IS GIVEN
BY THIS DISCLOSURE STATEMENT.

THIS DESCRIPTION DOES NOT COVER ALL ASPECTS OF CANADIAN FEDERAI INCOME
TAXATION THAT MAY BE RELEVANT TO THE DEBTORS OR HOLDERS OF CLAIMS OR INTERESTS.

FOR THESE REASONS, THE DESCRIPTION THAT FOLLOWS IS NOT A SUBSTITUTE FOR
CAREFUL TAX PLANNING AND PROFESSIONAL TAX ADVICE BASED UPON THE INDIVIDUAL
CIRCUMSTANCES OF EACH HOLDER OF A CLAIM OR INTEREST. HOLDERS OF CLAIMS OR
INTERESTS ARE URGED TO CONSULT WITH THEIR OWN TAX ADVISORS REGARDING THE
CANADIAN FEDERAL, PROVINCIAL AND NON-CANADIAN CONSEQUENCES OF THE PLAN.

B. Settlement of Debt

The settlement of Core-Mark International’s commercial debt obligations (as defined in the Act) for an:
amount (the “Settlement Amcunt™) that may be Jess than the full amount owed (the “Outstanding Indebiedness™) by
Core-Mark International (the difference betweenthe Settlement Amount and the Outstanding Indebtedness being
hereinafter referred to as the “Forgiven Amount™) will result in the application of the Canadian debt forgiveness
mules. Under these rules, the Forgiven Amount will reduce cerfain tax atiributes of Core-Mark International in the
order prescribed by the Act, and may result in an amoumt being included in Core-Mark International’s taxable
income earned in Canada if the Forgiven Amount exceeds Core-Mark International’s tax atiributes,

Core-Mark International believes that the Forgiven Amount will exceed its tax attributes and that,
accordingly, Core-Mark International will be required to include an amount (the “Excess Amount”) in its taxable
income earned in Canada as a result of the settlement of its commercial debt obligations. It is expected that Core-
Mark International will be entitled to claim reserves so that the Excess Amount will generally be included in its
income over five taxation years.

C. Resident Holders

The following is a summary of certain Canadian federal income tax considerations generally applicable to a
holder of indebtedness of a Debtor who, at all relevant times, for purposes of the Act and any applicable tax treaty or
convention:




i

) is or is deemed to be a resident of Canada; and
2. ) deals at arm’s length and is not affiliated with the Debtors (a “Resident Holder).

This summary does not address the considerations applicable to Resident Holders that are “financial
institutions™ (as defined in the Act) and assumes that no amount on account of interest is received by a Resident
Holder of indebtedness.

A Resident Holder of mdebted.ness who receives a pronussory note, New Common Stock, anBeuity-
- erest. : a combination of the
foregoing (the “Consideration”), in full or part:al satlsfactlon of the outstandmg principal amount of such holder’s
indebtedness will be treated as having disposed of its indebtedness for proceeds of disposition equal to the fair
market value of the Consideration so received. If such indebtedness is held by a holder as capital property, the
disposition will give rise to a capital gain {(or capital loss) o the extent that the proceeds of disposition, net of any
reasonable costs of disposition related thereto, exceed (or are less than) the adjusted cost base to the Resident
Holder, immediately before the disposition of the indebtedness. If the indebtedness represents trade debts of the
holder, the holder will be required to include in its income (or deduct in comnputing its income) the amount by which
the fair market value of the Consideration ¢xceeds (or is less than) the amount of the indebtedness and any
reasonable costs of disposition.

D. Non-Resident Holders

The following is a surmmary of certain Canadian federal income tax considerations generally applicable to a
holder of indebtedness of a Debtor who, at all relevant times, for purposes of the Act and any applicable income tax
treaty or convention:

L a) is not and is not deerned to be a resident of Canada;
A ()  deals at arm’s length and is pot affiliated with the Debtors: and
3. ¢e}  does not use or hold and is not deemed to use or hold the indebtedness in carrying

n iness in Canada (a “Non-Resident Holde:

This summary does not address the considerations relevant to a2 Non-Resident Holder that is an insurer
carrying on business in Canada and elsewhere or a Non-Resident Holder to whom the indebtedness of a Debtor is
taxable Canadian property (as defined in the Act}. This summary assumes that no amount on account of interest is
received by a Non-Resident Holder of indebtedness.

A Non-Resident Holder of indebtedness of a Debtor will not realize any Canadian federal income tax
consequences as a result of the Plan,

E. Expiry-or-Disposition of Equity Subseription BightsInterests in Post Confirmation Trust
1. Resident Holders

The following is a summary of certain Ca.nad.ta.n federal income tax considerations generally applicable to a
Resident Holder who exer He ubseripte md-whe-holds the-Equity Subscripion-Right and the-
Mmésmmmmm as capml pwperty.(a_&gigs&mnnﬂs_ign:l This summary does not
address the considerations applicable to Resident Holders that are “financial institutions™ (as defined in the Act).




On a disposition or deemed disposition of an Equit

expiry-of such-Equity SubseriptionRight)interest in the Trust, a Re51dent Hﬂé&ﬁm wﬂl reahze a capltal
gain (or_a capital loss) equal to the amount by which the proceeds of disposition exceed (or are less than) the .

aggregate of the Resident HelderBeneficiary’s adjusted cost base of the Eqm&—Subser—:-pﬂen—P&ghMMﬂ;g,
Trust and any reasonable costs of disposition. :

2. Non-Resident Holders

faxarh anadien-properd Gned—inthe will not reahze any Canadxan federal mggm_tax
consequences as a result of %emg. exefeasem or expirydisposing of an_jnterest in the Equity-
SubseriptonRightsTrust.




XIV. ALTERNATIVES TO PLAN

_ The Debtors believe that if the Plan is not confirmed, or is not confirmable, the alternatives to the Plan
include: (a) the conversion to a chapter 7 case and concomitant liquidation of the Debtors’ assets on a “forced sale”
basis; (b) dismissal of the case(s); or (c) an alternative plan of reorganization.

A Liquidation Under Chapter 7

I no plan can be confirmed, the Chapter 11 Cases may be converted to Chapter 7 of the Bankruptcy Code,
pursuant to which a trustee would be appointed to ligquidate the assets of the Debtors for distribution to creditors in
accordance with the priorities established by the Banlauptey Code. For the reasons previously discussed above, the
Debtors believe that Confirmation of the Plan will provide eack Holder of an Unsecured Claim entitled to receive a
distribution under the Plan with a recovery that is expected to be substantially more than it would receive in a
liquidation under Chapter 7 of the Bankruptcy Code.

B. Dismissal

Dismissal of the Chapter 11 Case(s) would leave the secured creditors in a position to exercise their state
law rights under their existing securities interest, including foreclosure of such liens. The Debtors believe that in a
dismissal scenario the unsecured creditors would not receive any Distribution.

C. Alternative Plan

The Debtors believe that any alternative plan would not result in as favorable of treatment of Claims as
proposed under the Debtors’ Plan.




XV. CONCLUSION

The Debtors and Creditors’ Committee believe that the Plan maximizes recoveries to all creditors and, thus,
is in their best interests. The Plan as structured, among other things, allows creditors to participate in distributions in

excess of those that would be available if the Debtors were liquidated under chapter 7 of the Bankruptcy Code and
minimizes delays in recoveries to all creditors.
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THE DEBTQRS AND THE CREDITORS’ COMMITTEE URGE CREDITORS TO ACCEPT THE
PLAN AND TO EVIDENCE SUCH ACCEPTANCE BY RETURNING THEIR PROPERLY COMPLETED
BALLOT(S) SO THAT THEY WILL BE ACTUALLY RECEIVED, AS INSTRUCTED ABOVE, BY THE
SOLICITATION AGENT IDENTIFIED HEREIN at-4:08-BM- 5:00 P.M., PREVAILING EASTERN TIME,
ON 2004.

Rebecca A. Roof, Interim Chief Financial Officer of FLEMING
COMPANIES, INC., et. al., Debtors and Debtors in Possession
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Richard L. Wynne, Esq. (CA Bar No. 120349)
Shirley S. Cho, Esq. (CA Bar No. 192616)
777 South Figueroa Street

Los Angeles, California 90017

Telephone: (213) 680-8400

Facsimile: {213} 680-8500

And
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James H. M. Sprayregen, P.C. (ARDC No. 6150206)
Janet S, Baer (ARDC No. 6182994)

Geoffrey A. Richards, Esq. (ARDC No. 6230120)
200 East Randolph Drive

Chicago, Hlinois 60601-6636

Telephone: (312) 861-2000

Facsimile: (312) 861-2200

And

PACHULSKI, STANG, ZIEHL, YOUNG, JONES & WEINTRAUB P.C.
Laura Davis Jones, Esq. (Bar No. 2436)

Ira D. Kharasch, Esq. (CA Bar No. 109084)

919 North Market Street, Sixteenth Floor

Post Office Box 8705

Wilmington, Delaware 19899-8705 (Courier 19801)

Telephone: (302) 652-4100

Facsimile: (302) 652-4400

Counsel to Debtors and Debtors in Possession
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