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LOWENSTEIN SANDLER PC DISCLAIMER:

Kenneth A. Rosen (KR 4963) THISISNOT A SOLICITATION OF
Jeffrey D. Prol (JP 7454) ACCEPTANCE OR REJECTION OF THE
Jeffrey Kramer (JK 8278) PLAN. ACCEPTANCESOR REJECTIONS

MAY NOT BE SOLICITED UNTIL A
DISCLOSURE STATEMENT HAS BEEN
APPROVED BY THE BANKRUPTCY

65 Livingston Avenue
Roseland, New Jersey 07068

Tel: (973) 597-2500 COURT. THISDISCLOSURE STATEMENT
Fax: (973) 597-2400 ISBEING SUBMITTED FOR APPROVAL

BUT HASNOT BEEN APPROVED BY THE
Counsel to the Debtors and COURT.

Debtors in Possession

UNITED STATESBANKRUPTCY COURT
FOR THE DISTRICT OF NEW JERSEY

Inre: Chapter 11
MICROBILT CORPORATION, et al.* Case No. 11-18143 (MBK)
Debtors. Jointly Administered

DISCLOSURE STATEMENT PURSUANT TO SECTION 1125 OF THE BANKRUPTCY
CODE DESCRIBING CHAPTER 11 PLAN OF REORGANIZATION PROPOSED BY
DEBTORSMICROBILT CORPORATION AND CL VERIFY,LLC

MicroBilt Corporation and CL Verify, LLC, the above-captioned debtors and
debtors-in-possession (collectively, the “Debtors’), by their counsel, Lowenstein Sandler PC,
submit this Disclosure Statement (the “Disclosur e Statement”) in support of their original Plan
of Reorganization (the “Plan”) pursuant to section 1125 of title 11 of the United States Code (the
“Bankruptcy Code") for consideration by creditors and interest holders.

PLEASE READ THIS DISCLOSURE STATEMENT CAREFULLY. THIS
DISCLOSURE STATEMENT CONTAINS INFORMATION THAT MAY BEAR UPON
YOUR DECISION TO ACCEPT OR REJECT THE ORIGINAL PLAN OF
REORGANIZATION. THE PLAN PROPONENT BELIEVES THAT THE PLAN OF
REORGANIZATION ISIN THE BEST INTERESTS OF THE CREDITORS AND THAT
THE PLAN IS FAIR AND EQUITABLE. THE PROPONENT URGES THAT THE
VOTER ACCEPT THE PLAN.

Dated: December 15, 2011 MICROBILT CORPORATION and
CL VERIFY, LLC, DEBTORS

By:_/d/ Walter Wojciechowski
Walter Wojciechowski
President and CEO

! The Debtors in these chapter 11 cases, along with the last four digits of each Debtors federal tax
identification number, are: MicroBilt Corporation (7436) and CL Verify, LLC (7151).
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Summary of Claims and | nterests

Description and Amount of Claims or Summary of Treatment
Interests
Class 1 (Non-Tax Priority Claims) Class 1 is unimpaired by the Plan and, therefore,
each Holder of an Allowed Non-Tax Priority
A Claim (other than an Administrative Claim is conclusively presumed to have accepted
Claim or a Priority Tax Claim) that is the Plan and is not entitled to vote to accept or
entitled to priority in payment pursuant to | reject the Plan.
Bankruptcy Code § 507(a).

The legal and equitable rights of the Holders of
Allowed Non-Tax Priority Claims are unaltered
by the Plan. As soon as reasonably practicable
after the later of (i) the Distribution Date, (ii) the
date on which such Non-Tax Priority Clam
becomes an Allowed Non-Tax Priority Claim, or
(iii) the date on which such Non-Tax Priority
Claim becomes due and owing in the ordinary
course of the Debtors' business, each Holder of
an Allowed Non-Tax Priority Claim shall receive
in full satisfaction, settlement and release of and
in exchange for such Allowed Non-Tax Priority
Claim at the election, of the Debtors or
Reorganized Debtors, (A) Cash equal to the
amount of such Allowed Non-Tax Priority Claim;
(B) such other treatment which the Reorganized
Debtors and the Holder of such Allowed Non-Tax
Priority Claim have agreed upon in writing; or
(C) such other treatment as may be permitted so
asto render the Holder of such Allowed Non-Tax
Priority Claim unimpaired pursuant to
Bankruptcy Code § 1121. Any default with
respect to any Non-Tax Priority Claim that
existed immediately prior to the Petition Date will
be deemed cured on the Effective Date.

Estimated Amount of Allowed Non-Tax Estimated Percentage Recovery: 100%
Priority Claims: $10,000

19039/5
12/15/2011 19260866.4
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Description and Amount of Claims or Summary of Treatment
Interests
Class 2 (General Unsecured Claims) Class 2 isimpaired by the Plan and, therefore,
each Holder of a General Unsecured Claim is
Class 2 consists of al Allowed Genera entitled to vote to accept or reject the Plan.

Unsecured Claims.
As soon as reasonably practicable after the later
of (i) the Distribution Date or (ii) the date on
which such General Unsecured Claim becomes
an Allowed General Unsecured Claim, each
Holder of an Allowed General Unsecured Claim
shall receive in full satisfaction, settlement and
release of and in exchange for such Allowed
General Unsecured Claim a Pro Rata Share of
Available Cash in the Class 2 Cash Pool on
account of such Holder’s Allowed General
Unsecured Claim.

Estimated Amount of Allowed Class 2
Claims: $2,658,391.00 Estimated Percentage Recovery: 75-100%.

Class 3 (Equity I nterests) Class 3 is unimpaired by the Plan and, therefore,
each Holder of an Equity Interest is conclusively
Class 3 consists of Equity Interestsin the presumed to have accepted the Plan and is not
Debtors. entitled to vote to accept or reject the Plan.

On the Effective Date, the interests each Holder
of Equity Interests prior to the Effective Date
shall be retained by such Holders and shall
Common Shares Outstanding: 124,590,023 | remain unaffected and unchanged by this Plan.
For the avoidance of doubt, no new shares of
Membership Units Outstanding: 100 MicroBilt Common Stock or Membership Units
of CL Verify will be issued to holders of
MicroBilt Common Stock or CL Verify
Membership Units.

Estimated Percentage Recovery: 100%
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INTRODUCTION

A. General

The Debtors hereby submit this Disclosure Statement to Holders” of Claims and
Interests in order to provide such parties with adequate information with respect to the Plan and
to enable such parties to make an informed judgment with respect to whether to accept or reject
the Plan. This Disclosure Statement describes, among other subjects, procedures for voting to
accept or rglect the Plan, the history of the Debtors businesses and financia structure,
classification of Claims and Interests, and provides a summary and anaysis of the Plan.

This Disclosure Statement is intended to aid and supplement your review of the
Plan. Every effort has been made to fully explain various aspects of the Plan as it affects parties
in interest. However, this Disclosure Statement is not intended to replace a careful review and
analysis of the Plan.

Holders of Claims and Interests should read this Disclosure Statement in their
entirety prior to voting on the Plan. No solicitation of votes on the Plan may be made except
pursuant to the Disclosure Statement. No Person has been authorized to utilize any information
concerning the Debtors or their businesses other than the information contained in this
Disclosure Statement or other information approved by the Bankruptcy Court for dissemination
to Holders of Claims and Interests. Holders of Claims and Interests should not rely on
information relating to the Debtors and their businesses other than that contained in this
Disclosure Statement, except as otherwise approved by the Bankruptcy Court.

Except as set forth in this Disclosure Statement, no representations concerning the
Plan, the Debtors, their Assets, or the operations of the Debtors are authorized. Any
representations made to secure acceptance or rejection of the Plan other than contained in this
Disclosure Statement should be reported to the undersigned counsel for the Debtors.

There has been no independent audit of the financial information contained in this
Disclosure Statement. The Debtors are not able to warrant or represent that the financial and
other information contained herein is not without inaccuracies; however, the Debtors believe that
al information contained in this Disclosure Statement is accurate and complete. The factual
information in this Disclosure Statement regarding the Debtors, their Assets, and the Debtors
history and business has been derived in part from the schedules, pleadings, orders and reports
on file with the Bankruptcy Court, other publicly filed or publicly available documents and
information, current and former employees of the Debtors, and other documents and sources
available to the Debtors.

This Disclosure Statement has been approved by Order of the Bankruptcy Court
dated , 2012 as containing adequate information of akind, and in sufficient
detail, as far asis reasonably practicable in light of the nature and history of the Debtors and the
condition of the Debtors books and records, that would enable a hypothetical reasonable
investor typical of Holders of Claims or Interests of the relevant Class to make an informed

? Capitalized terms used in this Disclosure Statement that are not defined herein shall be defined as set
forthin Article | of the Plan or in the Bankruptcy Code.

-3
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judgment about the Plan. However, approval of this Disclosure Statement by the Bankruptcy
Court does not constitute an endorsement of the Plan by the Bankruptcy Court.

The order and notice fixing the time for voting upon the Plan, filing any
objections to confirmation of the Plan and the hearing on confirmation of the Plan accompanies
this Disclosure Statement.

B. Voting I nstructions

In accordance with Bankruptcy Code 8§ 1126(f), only Classes of Claims and
Interests that are impaired under a plan may vote to accept or reject a plan. Unimpaired classes
are conclusively presumed to have accepted the Plan. A classisimpaired if the legal, equitable
or contractual rights attaching to Claims or Interests in that class are modified other than by
curing defaults and reinstating maturity of obligations or payment in full in cash.

Ballots for acceptance or regection of the Plan are being provided only to
members of voting Classes. Each Holder of a Claim or Interest in avoting Class should read this
Disclosure Statement and the Plan. After carefully considering this Disclosure Statement and the
Plan, please indicate your vote with respect to the Plan on the enclosed ballot and return such
ballot to Debtors counsel at Lowenstein Sandler PC, 65 Livingston Ave., Roseland, New Jersey
07068, Attn: Jeffrey D. Prol, Esg. If you are asserting more than one claim, please copy this
ballot and return one completed ballot for each claim. No ballots are being sent to the Holders of
Administrative Expense Claims, Priority Tax Claims or Class 1 Non-Tax Priority Claims,
inasmuch as such Classes are not impaired and are conclusively presumed to have accepted the
Plan. Ballots are being sent to Holders of Class 2 General Unsecured Claims. Additionally,
ballots are not being sent to the Holders of Class 3 (Equity Interests) inasmuch as Holders of
Class 3 Interests will not be impaired under the Plan and are therefore deemed to have accepted
the Plan. The Debtors are soliciting acceptances from the Holders in Class 2 (General Unsecured
Claims).

Y ou should complete and sign the enclosed ballot and return such balot in the
envelope provided. In order to be counted, your ballot must be received by Lowenstein Sandler
PC, 65 Livingston Avenue, Roseland, New Jersey 07068, Attn: Jeffery D. Prol, Esg., on or
before , 2012. Other forms of personal delivery of ballots including
overnight delivery service, courier service, and delivery by hand are acceptable. Facsimile
transmissions or other forms of electronic delivery are not acceptable. There is no need to
file your ballot with the Clerk of the Bankruptcy Court. If your ballot is damaged or lost, or if
you do not receive a ballot to which you are entitled, you may request a replacement by
contacting Jeffrey D. Prol, Esg. at Lowenstein Sandler PC in writing at the stated address or by
telephone at (973) 597-2500.

C. Acceptance or Rejection of the Plan

Y our vote on the Plan is important. In order for the Plan to be accepted, of those
Holders of Claims who cast ballots, the affirmative vote of at least two-thirds (2/3) in amount
and more than one-half (1/2) in number of Allowed Claims in each voting Classisrequired. The
Debtors are soliciting acceptances from the Holders in Class 2 (General Unsecured Claims).
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D. Recommendations with Respect to the Plan

The Debtors recommend that you accept the Plan by voting your Ballot
accordingly and timely returning your completed ballot in the pre-printed envel ope provided.

E. Confirmation Hearing

The Bankruptcy Court has scheduled a hearing on confirmation of the Plan for
__,2012 at _:00 _.m. at the United States Bankruptcy Court for the District of New
Jersey, Clarkson S. Fisher U.S. Courthouse, 402 East State Street, Trenton, New Jersey 07012.
Any party in interest may object to confirmation of the Plan. The Bankruptcy Court has directed
that objections, if any, to confirmation of the Plan, be served upon: (i) counsel to the Debtors,
Lowenstein Sandler, P.C., 65 Livingston Avenue, Roseland, New Jersey 07068, Attn: Jeffrey D.
Prol, Esg.; and (ii) the Office of the United States Trustee, One Newark Center, Suite 2100,
Newark, New Jersey 07102, Attn: Jeffrey Sponder, Esg. Objections should be filed with the
clerk of the Bankruptcy Court on or before __, 2012 at 4:00 p.m., in the manner
described in the order scheduling hearing on confirmation accompanying the Disclosure
Statement. The Confirmation Hearing may be adjourned from time to time without further
notice other than by announcement in open court.

F. Disclosur e Statement Enclosur es

Accompanying this Disclosure Statement are copies of: (i) the Plan (Exhibit A);
(ii) the Debtors' financia projections (Exhibit B); (iii) the Debtors’ liquidation analysis (Exhibit
C); and (iii) a copy of the Bankruptcy Court’s order approving this Disclosure Statement
(Exhibit D).

. BACKGROUND

A. Companies Organization and Structure

Debtor MicroBilt is a closely-held Delaware corporation and Debtor CL Verify is
a Florida limited liability company. The Debtors principal executive offices located in
Princeton, New Jersey. The Debtors operate, with their non-Debtor wholly-owned subsidiaries
and divisions set forth on the attached Exhibit E, collectively the “Non-Debtor s Subsidiaries’),
a business that generally provides financial, risk, verification, background screening and
consumer reporting-related services to their customers.

As of the Petition Date, the Debtors employed 77 individuals in their offices
located in Georgia, South Carolina, Florida, Texas, Washington and New Jersey.

The Debtors are leaders in risk management information for small and medium-
sized businesses and leading providers of alternative data for non-traditional lenders. MicroBilt
provides online access to consumer and commercia credit bureau data with automated
decisioning and collection services primarily to small and medium sized enterprises. Such
enterprises use MicroBilt data and tools to facilitate credit originations, collect receivables, make
lending decisions, screen employees, select tenants and manage business risk. The Debtors

-5
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provides these services (@) directly to the business, (b) by private label and (c) by co-branded
relationships. With its PRBC Consumer Report and as the exclusive provider of the FICO
Expansion Score, the Debtors are the leading providers of alternative credit data to businesses
that want to offer credit and financial services to the approximately 110 million underserved and
underbanked individuals in the United States.

The Debtors are also leaders in proprietary comparative private-company
financial information with its “Integra Data” on more than 4.5 million privately held companies
collected from 32 governmental and non-governmental sources along with analytic tools.
Integra users are lenders, CPAS, investment firms, valuation professionals and venture capitalists
who use the data to value and benchmark the financial performance of non-public firms.

The MicroBilt business began in 1978 as Equipment Resources Incorporated, a
provider of communications devices (“Egquipment Resources’). In 1982, Equipment Resources
introduced communications terminals into the credit industry. Equipment Resources changed its
name to MicroBilt in 1984 as it began to develop value added software programs for its
communications devices in addition to its proprietary hardware platforms. MicroBilt went
public in 1985, but was purchased by First Financial Management Corporation in 1990, which,
in turn, was acquired by First Data Corporation (“Eirst Data”) in 1995. Under First Data's
control, MicroBilt developed Windows-based desktop software solutions for customers as well
as enterprise solutions for local area networks, wide area networks, credit communications
engines and browser-based applications. These developments were focused on enhancing the
leasing of its proprietary hardware platforms that allowed customers to communicate directly
with the consumer and commercial credit bureaus.

In April 2000, First Data transferred its MicroBilt assets to MicroBilt, LLC and
sold that entity to Bristol Investments, Ltd., a Princeton-based business incubator (“Bristol”), in
June 2000. Bristol later merged MicroBilt, LLC into a new Delaware “C” corporation,
MicroBilt Corporation. With Bristol as majority shareholder, MicroBilt implemented a process
to move away from providing access to credit bureau data through the leasing of proprietary
hardware to delivering al types of risk management information through an on-line,
transactions-based platform. MicroBilt acquired CL Verify in August 2010, aleading supplier of
credit related information to on-line payday |oan companies.

MicroBilt’s non-debtor subsidiary, Pay Rent, Build Credit, Inc. (*“PBRC”) and
CL Verify are wholly owned subsidiaries of MicroBilt. These subsidiaries contain some legacy
assets and liabilities from previous acquisitions. The mgority of the operating assets and
liabilities have been absorbed by MicroBilt.

Substantially all of the sales of the Debtors and the Non-Debtors Subsidiaries are derived
from their domestic operations; however the Debtors, through MicroBilt UK, Ltd., are actively
marketing their internationa services in the United Kingdom.

For the eleven month period ended November 30, 2010, MicroBilt, CL Verify and
their Non-Debtors Subsidiaries recognized revenues of $24,754,731.00 on a combined basis.
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B. Debtors Current Assets

The current assets of the Debtors include Cash, Trade and other Receivables and
Prepaid expenses. Cash is held in the Debtors commercial bank operating accounts. Trade
Receivables are customers receivables recognized on the sale of products and services, net of
appropriate alowance for doubtful accounts. Prepaid expenses are associated with services to be
provided within the next twelve months or less, such as prepaid commercial insurance.

C. The Bankruptcy Filing

On March 18, 2011 (the “Petition Date"), MicroBilt filed a voluntary petition for
relief under chapter 11 of the Bankruptcy Code, and on March 23, 2011, CL Verify also filed a
voluntary petition for relief under chapter 11 (collectively, the “Reorganization Case’). In
commencing the Reorganization Case, the Debtors objectives were (1) to thoroughly explore all
restructuring opportunities, (2) to improve cost effectiveness and profitability through continuing
to implement their cost reduction programs, and (3) to resolve its contractual disputes with
Fidelity National Information Services, Inc., d/b/a Chex Systems, Inc. (“Chex”).

The Debtors bankruptcy filing stems from a dispute with Chex, one of their data
suppliers. The Debtors provide consumer-specific information and service offerings consisting
of closure and inquiry files related to consumer transaction accounts with financia institutions,
records of returned checks reported by retail merchants, and consumer identity data to lenders
such as credit unions and car dealerships, among others, which the lenders use to make decisions
about lending money to their customers. In this industry, the Debtors are often referred to as a
“reseller” as they obtain information from third parties for sale to their customers, referred to as
“end users.” MicroBilt and Chex have a long-standing contractual relationship whereby Chex
sells information (the “Information”) to MicroBilt. MicroBilt resells the Information to end
users who included lenders such as credit unions and auto dealerships. MicroBilt also resells the
Information through sales agents to their end users.

A dispute arose under that long-standing contractual relationship which resulted
in litigation after Chex unilaterally terminated its contract with MicroBilt effective October 8,
2008. The termination left MicroBilt without the ability to buy and resell Chex’ Information for
a period of eleven months. During that time, MicroBilt lost $2.0 million in revenue and the
company value decreased by $12 million. That problem was resolved only after MicroBilt
brought a lawsuit against Chex and the parties resolved the matter through arbitration before the
Honorable John J. Hughes (retired) and entering into a Memorandum of Understanding (the
“MOU") on June 18, 2009, which led to a definitive Resale Agreement between the parties dated
August 26, 2009, as amended in January of 2010 (the “Amended Resale Agreement”).

Subsequently, through a series of corporate transactions, including a merger, CL
Verify became awholly owned subsidiary of MicroBilt on August 31, 2010. CL Verify was aso
aresdler of information that it purchased from Chex. Because MicroBilt’s contract with Chex
provided more favorable pricing and contractual terms, CL Verify and MicroBilt notified Chex
of their intent to merge prior to the transaction and to use the more favorable terms in
MicroBilt’s contract. CL Verify terminated its relationship with Chex after the merger and the
termination was accepted by Chex.
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Thereafter, on November 4, 2010, Chex sued CL Verify and DP Bureau, LLC (a
former owner of CL Verify) in the United States District Court for the Middle District of Florida
(the “Elorida Federal Court™) for breach of contract and failure to pay outstanding invoices.
CL Verify brought a counterclaim against Chex for violation of Florida s Uniform Trade Secret
Act because Chex attached invoices to its complaint, containing highly confidential and
proprietary information, including customer names and price and transaction volume of reports.

Additionally, after the merger, rather than perform in good faith under the
Amended Resale Agreement, Chex sought to wrongfully terminate the Amended Resale
Agreement and suffer the minimal consequences of MicroBilt’s limited damage remedy.
Accordingly, Chex began creating illegitimate reasons for claiming that MicroBilt failed certain
end user audits, unilaterally increased its pricing despite having no contractual basisto do so, and
refused to provide MicroBilt with “sub codes’* for fifty of its end users (the former CL Verify
customers, previously known by, approved by and provided with Chex Information).

As aresult of Chex’ actions, MicroBilt sought a temporary restraining order on
November 29, 2010, in the Superior Court of New Jersey, Mercer County. Chex removed the
matter to United States District Court for the District of New Jersey (the “New Jersey Federal
Court”). Inthe New Jersey Federal Court, MicroBilt’s request for a temporary restraining order
was denied and the matter was transferred sua sponte to the Florida Federal Court. On
November 29, 2010, MicroBilt also filed a demand for arbitration with Judge Hughes, pursuant
to the terms of the MOU and the Amended Resale Agreement. Chex contested the Arbitration
Demand and refused to arbitrate before Judge Hughes. Pursuant to the MOU, the Amended
Resale Agreement and a later executed Settlement Agreement and Release of November 9, 20009,
the Debtors and Chex were required to arbitrate their dispute before Judge Hughes.

On February 18, 2011, Chex advised counsel for MicroBilt that it intended to
terminate the Amended Resale Agreement in thirty (30) days. In subsequent correspondence
dated February 23, 2011, Chex alleged that MicroBilt had failed to pay all Chex invoicesin full.
The Chex correspondence did not meet the requirements set forth in the Amended Resade
Agreement for a termination notice and did not purport to terminate the Amended Resale
Agreement, but only indicated a future intent to do so. Chex’ termination letters allege that
MicroBilt had breached the Amended Resale Agreement by: (1) failure to pay invoices in full;
(2) failure to properly credential end users; (3) failure to comply with the audit process; and (4)
failure to share information with Chex. All of these allegations are disputed by MicroBilt. The
Debtors are contractually entitled to resell Chex’ Information to the former end users of CL
Verify that existed on the date of the merger and are in compliance with the requirements of the
Fair Credit Reporting Act (“ECRA”). The Debtors are not in breach of the Amended Resale
Aqgreement.

¥ When MicroBilt wants to provide Information to a new end user, either directly or through a sales
agent, MicroBilt initiates a request for a sub code for that end user by sending an email to Chex. Under
the Amended Resale Agreement, the only information that MicroBilt is required to provide to Chex is the
full known business name of the end user. In turn, Chex issues a sub code to MicroBilt for that end user.
The end user is then able to access the Information on computers at its place of business.

-8
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On March 11, 2011, MicroBilt filed for emergency relief with the American
Arbitration Association (“AAA”) in accordance with the Amended Resale Agreement. Chex did
not consent to an emergency hearing and the AAA application was subsequently withdrawn by
MicroBilt.

On March 18, 2011, Chex informed the Debtors that it would discontinue service
to the Debtors at midnight on Sunday, March 20, 2011, if the Debtors failed to pay Chex certain
amounts that were in dispute between the parties. As a result, the Debtors commenced the
Reorganization Case in an effort to reorganize and preserve their business for the benefit of all
creditors and other stakeholders.

1. SIGNIFICANT EVENTSDURING THE REORGANIZATION CASE

This section of the Disclosure Statement describes important developments that
occurred in the Debtors' Reorganization Case.

A. Retention of Professionals

On April 18, 2011, the Debtors filed an application with the Bankruptcy Court
seeking approval of the Debtors retention of Lowenstein Sandler PC (“Lowenstein”) as
bankruptcy counsel in the Reorganization Case [Docket No. 59]. The Bankruptcy Court entered
an order authorizing the retention of Lowenstein on April 26, 2011 [Docket No. 78].

On April 20, 2011, the Debtors filed an application with the Bankruptcy Court
seeking approval of the Debtors retention of Maselli Warren, PC (*Masdlli”) as specid
litigation counsel in the Reorganization Case [Docket No. 64]. The Bankruptcy Court entered an
order authorizing the retention of Maselli on April 28, 2011 [Docket No. 79].

On May 20, 2011, the Debtors filed an application with the Bankruptcy Court
seeking approva of the Debtors retention of Kwall, Showers & Barack, P.A. (“Kwall”) as
special Florida litigation counsel in the Reorganization Case [Docket No. 107]. The Bankruptcy
Court entered an order authorizing the retention of Kwall on May 31, 2011 [Docket No. 109].

On June 19, 2011, the Debtors filed an application with the Bankruptcy Court
seeking approval the Debtors retention of RBSM, LLP and Oscar Marquis & Associates as
ordinary course tax advisors and compliance counsel, respectively, and approval of certain
procedures for the retention of other ordinary course professionals (the “Ordinary Course
Professionals Application”) [Docket No. 133]. The Ordinary Course Professionals Application
was denied on October 12, 2011 [Docket No. 243]. Thereafter, the Debtors filed separate
retention applications for both RBSM, LLP and Oscar Marquis & Associates, as more fully set
forth below.

On August 8, 2011, the Debtors filed an application with the Bankruptcy Court
seeking approval of the Debtors' retention of Sherman, Silverstein, Kohl, Rose & Podolsky, P.A.
(“Sherman”) as special litigation counsel to replace Maselli in the Reorganization Case [Docket
No. 195]. The Bankruptcy Court entered an order authorizing the retention of Sherman on
August 18, 2011 [Docket No. 212].
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On October 25 2011, the Debtors filed an application with the Bankruptcy Court
seeking approva of the Debtors retention of RBSM, LLP (“RBSM”) as financial advisors,
auditors and tax service providers in the Reorganization Case [Docket No. 256]. The
Bankruptcy Court entered an order authorizing the retention of RBSM by order entered
November 16, 2011 [Docket No. 280.

On November 3, 2011, the Debtors filed an application with the Bankruptcy Court
seeking approva of the Debtors retention of Oscar Marquis & Associates (“Marquis’) as
gpecial compliance counsel in the Reorganization Case [Docket No. 274]. The Bankruptcy
Court approved the retention of Marquis at a hearing on December 14, 2011.

The Debtors intend to file an application with the Bankruptcy Court seeking
approval of the Debtors’ retention of Nagel Rice, LLP (“Nagel”) as special malpractice litigation
counsel in the Reorganization Case. To date, the Debtors' application has not been filed.

B. Official Committee of Unsecured Creditors

On April 12, 2011, the Office of the United States Trustee for the District of New
Jersey (the “U.S. Trustee”) held an organizational meeting of creditors to consider the
appointment of an official committee of unsecured creditors. Because an insufficient number of
unsecured creditors attended the formation meeting, the U.S. Trustee declined to appoint a an
official committee of unsecured creditors for of lack of interest.

C. The Transition to Post-Petition Business Oper ations

On March 24, 2011, the Debtors filed a motion seeking Bankruptcy Court
authorization to pay prepetition wages, salaries, commissions, withholding taxes, certain
designated payments, employee benefits, and to reimburse prepetition employee expenses
[Docket No. 34]. In the Debtors business judgment, preserving the confidence of their
employees was essential to their reorganization efforts. On March 30, 2011, the Bankruptcy
Court granted the requested relief [Docket No. 34].

The Debtors also took steps to smooth and otherwise defray certain unnecessary
costs associated with the transition to chapter 11 by seeking entry of an order permitting the
Debtors to continue utilizing their existing cash management system and to continue using their
corporate forms and checks. The Debtors also took steps to ensure the continuation of services
from various utilities without the risk of interruption and to pay certain prepetition taxes. All of
this relief was granted by the Bankruptcy Court pursuant to assorted orders entered between
March 30, 2011 and May 3, 2011.

D. Adversary Proceedings and Settlements

This section describes adversary proceedings initiated by the Debtors and initiated
by certain Persons against the Debtors and settlements approved by the Court during the course
of the Reorganization Case. With regard to litigation initiated prior to the Petition Date, parties
are referred to the Debtors' Statement of Financial Affairs and Schedules, which are on file with
the Bankruptcy Court.
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On July 20, 2011, the Florida litigation instituted by MicroBilt against Chex
regarding arbitration and Chex’ breach of contract was transferred to the New Jersey Federal
Court and was subsequently referred to the Bankruptcy Court on July 29, 2011 [Adversary
Proceeding No. 11-2160]. MicroBilt intends to pursue its claims against Chex and amend same
as needed.

On October 18, 2011, MicroBilt commenced an adversary proceeding in the
Bankruptcy Court against Chex for its tortious interference with existing contractua relations,
tortious interference with prospective contractual relations, trade libel and commercial
disparagement [Adversary Proceeding No. 11-2488]. As of the date of this Disclosure
Statement, these proceedings are ongoing.

On November 11, 2011, the Florida litigation instituted by Chex against DP
Bureau, LLC and CL Verify for breach of contract and failure to pay invoices, as well as CL
Verity's counterclaim against Chex for its violation of Florida s Uniform Trade Secret Act was
transferred to the New Jersey Federa Court and was subsequently referred to the Bankruptcy
Court on December 1, 2011 [Adversary Proceeding No. 11-2634]. CL Verify intends to defend
itself and vigorously pursue its claims against Chex and others and amend same as needed.

On October 17, 2011, the Bankruptcy Court entered an order approving the
settlement of certain pre-petition claims between MicroBilt and CIT Communications Finance,
Inc. (“CIT") [Docket No. 247].

Although no adversary proceeding or other legal action has been filed, the
Debtors are reviewing potential claims and the need to file an adversary proceeding against
Certegy UK and an adversary proceeding against Certegy US for interference with and violations
of contracts, as well as claims against certain former executives and management of CL Verify
for violations of fiduciary duty, contract and restrictive covenants, as well as various claims
against numerous others.

E. Assumption and Re ection of Executory Contracts and Unexpired L eases

The Debtors are parties to numerous executory contracts and unexpired leases
including, but not limited to, equipment leases, data contracts and non-residential real property
leases. During the pendency of the Reorganization Case, the Debtors have assumed or rejected
certain executory contracts and unexpired |eases.

1. Assumption of Executory Contracts

On July 1, 2011, Early Warning Services (“EWS’) filed a motion seeking an
order granting relief from the automatic stay, or, in the aternative, compelling MicroBilt to
reject its executory contract, and directing payment of postpetition expenses [Docket No. 150].
On November 23, 2011, the Bankruptcy Court entered an order approving a settlement
agreement between EWS and the Debtors whereby the Debtors assumed the EWS contract as
modified [Docket No. 292]

On April 5, 2011, Chex filed a motion seeking an order compelling MicroBilt to
assume or reject certain contracts and/or relief from the automatic stay with respect to such
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contracts [Docket No. 46]. On April 21, 2011, MicroBilt filed a motion seeking entry of an
order authorizing the assumption of the Debtors executory contract with Chex [Docket No. 67].
These motions have been consolidated and a hearing in the matter will be held January 26-27 and
February 2-3, 2012.

2. Assumption/Rejection of Non-Residential Real Property L eases.

The Debtors have not determined whether they will seek to assume or reject their
non-residential real estate leases and reserve the right to do so through and including the
Confirmation Hearing and in the Plan. The Debtors obtained extensions of the time within
which to assume or regject such leases from each of their landlords, through January 17, 2012
[Docket No. 246].

F. Avoidance Actions

The Plan provides that, except as otherwise provided in the Pan, the
Confirmation Order, or in any document, instrument, release or other agreement entered into in
connection with the Plan, in accordance with Section 1123(b) of the Bankruptcy Code, the
Debtors shall transfer and assign their interests in the Avoidance Actions not released under any
section of the Plan to the Reorganized Debtors. The Reorganized Debtors, as the successors in
interest to the Avoidance Actions of the Debtors and their estates, may enforce, sue on, settle or
compromise any or al of the Avoidance Actions or, in the exercise of their discretion, may
determine not to pursue any or al Avoidance Actions. The Reorganized Debtors shall retain and
may enforce all defenses, counterclaims and rights asserted against the Debtors or their estates
and shall retain the proceeds of Avoidance Actions in accordance with the terms of the Plan.

A list of each payment made by the Debtors (a) within 90 days prior to the
Petition Date and (b) to insiders within one year prior to the Petition Date is included in the
Debtors Statements of Financial Affairs and Schedules on file with the Bankruptcy Court. The
Debtors expressly reserves the right to pursue avoidance of any and all of such payments under
chapter 5 of the Bankruptcy Code or other applicable law. Within ninety (90) days after the
Effective Date, the Reorganized Debtors shall undertake a more thorough analysis of the
Avoidance Actions as reasonably necessary to prosecute the Avoidance Actions.

G. Claim Objections

To date, seventy three (73) claims asserting an aggregate total of approximately
$8,669,844.26 have been filed in the Reorganization Case. This includes five (5) duplicative
proof of claims, which were filed against both MicroBilt and CL Verify, totaling $1,568,836.96.

The Debtors intends to amend this Disclosure Statement with updated Claim

objection information. The Debtors reserve the right to object to any of the filed proofs of claim
if such action is warranted after additional investigation and discovery.

-12-
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lv. SUMMARY OF THE PLAN

The following is a summary of the significant elements of the Plan. This
Disclosure Statement is qualified in its entirety by reference to the Plan. This summary does not
describe every element of the Plan. This summary is not a substitute for a complete review of
the Plan.

A. General

In general, a chapter 11 plan divides claims and equity interests into separate
classes, specifies the treatment of such classes under the plan and contains other provisions
necessary to the reorganization, or in some cases case, liquidation, of the debtor. The Debtors
are proposing a plan of reorganization and not a plan of liquidation. Under the Bankruptcy Code,
creditors (including equity interest holders) may hold claims or interests in more than one class.

The Plan segregates the various Claims and Interests into different classes taking
into account the different nature and priority of such respective Claims and Interests.

A chapter 11 plan may specify that certain classes of claims or interests are either
to be paid in full upon the effectiveness of the plan or that the plan does not dter the legdl,
equitable and contractua rights of such classes. Such classes are referred to as unimpaired and,
because of such favorable treatment, are deemed to have accepted the plan. Accordingly, the
Bankruptcy Code conclusively presumes the acceptance of a plan by unimpaired classes and it is
not necessary to solicit votes from the holders of claims or interestsin unimpaired classes.

The Plan is predicated upon the reorganization of the Debtors. After the
Confirmation Order is entered, the Debtors shall continue in business as Reorganized Debtors.

B. Property to be Distributed under the Plan

Except as otherwise provided in the Plan or the Confirmation Order, all Cash
necessary for the Reorganized Debtors to make payments pursuant to the Plan, shall be funded
by the use of the Debtors existing cash on hand as of the Effective Date. As of the date of this
Disclosure Statement, the Debtors cash on hand is $6,430,720.75. The Debtors anticipate that
the Available Cash as of the Distribution Date will be sufficient to pay Allowed Generd
Unsecured Claimsin full.

C. Classification of Claims and I nterests

The Plan provides for the division of Holders of Claims and Interests as follows:

€)) Unclassified Claims. Except for Priority Tax Claims, which are impaired
only to the extent permitted by the Bankruptcy Code, unclassified Claims are not impaired by the
Plan. Each Holder of an Unclassified Claim is conclusively presumed to have accepted the Plan
and, therefore, is not entitled to vote to accept or rgect the Plan. Priority Tax Claims and
Administrative Expense Claims are the only types of Claims that are unclassified in the Plan.

13-
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(b Unimpaired Class of Claims. Each Holder of an unimpaired Claim is
deemed to have accepted the Plan and, therefore, is not entitled to vote to accept or reject the
Plan.

- Class 1 Claims (Non-Tax Priority Claims). Class 1 consists of al Allowed
Non-tax Priority Claims,

(©) Impaired Class of Claims. Each Holder of a Claim placed in an impaired
Classis entitled to vote to accept or reject the Plan.

- Class 2 (Generd Unsecured Claims). Class 2 consists of all Allowed General
Unsecured Claims.

(d) Unimpaired Classes of Interest. Each Holder of an Interest placed in an
impaired Class is deemed to have accepted the Plan and, therefore, is not entitled to vote to
accept or reject the Plan.

- Class 3 (Equity Interests). Class 3 consists of the Holders of the Debtors
Equity Interests.

D. Treatment of Claims and | nterests

The Plan provides for the division of Holders of Claims and Interests as follows:

@ Unclassified Claims.

Administrative Expense Claims. The legal and equitable rights of the Holders of
Administrative Expense Claims are unaltered by the Plan. As soon as reasonably practicable
after the later of (i) the Distribution Date, or (ii) the date on which such Administrative Expense
Claim becomes an Allowed Administrative Expense Claim, each Holder of an Allowed
Administrative Expense Claim will receive in full satisfaction, settlement and release of and in
exchange for such Allowed Administrative Expense Claim (A) Cash equal to the amount of such
Allowed Administrative Expense Claim, or (B) such other treatment as to which the Debtors or
Reorganized Debtors and the Holder of such Allowed Administrative Expense Claim shall have
agreed upon in writing.

Bar Dates for Administrative Claims. The Confirmation Order will establish an
Administrative Expense Claims Bar Date for filing Administrative Expense Claims, except for
Claims of the kind specified in Article 3.1.2 of the Plan, which date will be sixty (60) days after
the Effective Date, unless otherwise ordered by the Bankruptcy Court. Holders of
Administrative Expense Claims that are subject to the Administrative Expense Claims Bar Date
shall submit requests for payment on or before such Administrative Expense Claims Bar Date or
forever be barred from submitting any request on account of such Administrative Expense
Clam.

Applications for Professional Fees. All applications for professional fees for
services rendered and reimbursement of expenses in connection with the Reorganization Case
prior to the Confirmation Date are Administrative Expense Claims and shall be filed with the
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Bankruptcy Court within ninety (90) days after the Effective Date. Any application not filed
within ninety (90) days after the Effective Date shall bar the Holder of such Clam from
receiving payment on account thereof. The Debtors estimate professonal fees in this case to
total approximately $892,000.00 to $992,000.00.

The Debtors estimates administrative expenses, including expenses for
professionals, to total approximately $992,000.00 to $1,092,000.00.

Priority Tax Claims. Except as provided for in the Bankruptcy Code, the legal
and equitable rights of the holders of Priority Tax Claims are unaltered by the Plan. As soon as
reasonably practicable after the later of (i) the Distribution Date, or (ii) the date on which such
Priority Tax Claim becomes an Allowed Priority Tax Claim, each Holder of an Allowed Priority
Tax Claim will receive in full satisfaction, settlement and release of and in exchange for such
Allowed Priority Tax Claim, at the election of the Debtors, (A) Cash equal to the amount of such
Allowed Priority Tax Claim, (B) Cash equal to the amount of such Allowed Priority Tax Claim,
payable in equal monthly installments commencing on the Distribution Date over the latter of (y)
Six years, or (z) such other time as the Debtors or Reorganized Debtors and the Holder of such
Allowed Priority Tax Claim shall have agreed upon in writing, or (c) such other treatment as to
which the Debtors or Reorganized Debtors and the Holder of such Allowed Priority Tax Claim
shall have agreed upon in writing.

(b Classified Claims and Interests.

Class 1 (Non-Tax Priority Claims). The legal and equitable rights of the Holders
of Allowed Non-Tax Priority Claims are unatered by the Plan. As soon as reasonably
practicable after the later of (i) the Distribution Date, (ii) the date on which such Non-Tax
Priority Claim becomes an Allowed Non-Tax Priority Claim, or (iii) the date on which such
Non-Tax Priority Claim becomes due and owing in the ordinary course of the Debtors' business,
each Holder of an Allowed Non-Tax Priority Claim shall receive in full satisfaction, settlement
and release of and in exchange for such Allowed Non-Tax Priority Claim at the election, of the
Debtors or Reorganized Debtors, (A) Cash equal to the amount of such Allowed Non-Tax
Priority Claim; (B) such other treatment which the Reorganized Debtors and the Holder of such
Allowed Non-Tax Priority Claim have agreed upon in writing; or (C) such other treatment as
may be permitted so as to render the Holder of such Allowed Non-Tax Priority Claim
unimpaired pursuant to Bankruptcy Code § 1121. Any default with respect to any Non-Tax
Priority Claim that existed immediately prior to the Petition Date will be deemed cured on the
Effective Date.

Class 2 (General Unsecured Claims). As soon as reasonably practicable after the
later of (i) the Distribution Date or (ii) the date on which such General Unsecured Claim
becomes an Allowed General Unsecured Claim, each Holder of an Allowed General Unsecured
Claim shall receive in full satisfaction, settlement and release of and in exchange for such
Allowed General Unsecured Claim a Pro Rata Share of Available Cash in the Class 2 Cash Pool
on account of such Holder’s Allowed General Unsecured Claim.

Class 3 (Equity Interests). On the Effective Date, the interests each Holder of
Equity Interests in the Debtors prior to the Effective Date shall be retained by such Holders and
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shall remain unaffected and unchanged by this Plan. For the avoidance of doubt, no new shares
of MicroBilt Common Stock or Membership Units of CL Verify will be issued to holders of
MicroBilt Common Stock or CL Verify Membership Units.

E. Satisfaction of Claims and Equity | nterests

The Plan provides that the treatment of, and consideration to be received by,
Holders of Allowed Claims shall be in full satisfaction, settlement of, and in exchange for such
Allowed Claim.

V. IMPLEMENTATION OF THE PLAN

This article discusses the means by which the Plan will be implemented.

A. The Estate and the Reor ganized Debtors

After the Effective Date, Reorganized Debtor MicroBilt shall continue to exist as
alegal entity in accordance with the laws of the State of Delaware and Reorganized Debtor CL
Verify shall continue to exist as alegal entity in accordance with the laws of the State of Florida.
Except as otherwise provided in the Plan, on and after the Effective Date, al property of the
Debtors' Estates, including any property acquired by the Debtors or Reorganized Debtors under
or in connection with the Plan, shall vest in the Reorganized Debtors free and clear of all Claims,
liens, charges, other encumbrances and interests.

Additionally, on and after the Effective Date the Reorganized Debtors may
operate their businesses and may use, acquire and dispose of property and, subject to the Plan,
compromise or settle any Claims, without supervision of or approval by the Bankruptcy Court
and free and clear of any restriction of the Bankruptcy Code or the Bankruptcy Rules, other than
restrictions expressly imposed by the Plan or the Confirmation Order. Without limiting any of
the foregoing, the Reorganized Debtors may pay the charges that they incur on or after the
Effective Date for Professionals fees, disbursements, expenses or related support services
without application to the Bankruptcy Court.

B. M anagement of the Reor ganized Debtor

On the Effective Date, except as otherwise provided for in the Plan, the board of
directors of Reorganized Debtor MicroBilt shall be asfollows:

0] Oscar Marquis

(i)  wat Wojciechowski
(iif)  Barry Connelly

(iv)  Grady Reynolds

(v) Joe Bartholomew
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The officers of Reorganized Debtor MicroBilt shall be as follows:
() Walter Wojciechowski, (President and Chief Executive Officer)

(i) Franklin Levin (Senior Vice President, General Counsel and
Secretary)

On the Effective Date, except as otherwise provided for in the Plan, the sole
Managing Member of the Reorganized Debtor CL Verify shall be as follows:

() MicroBilt Corporation
The officers of the Reorganized Debtor CL Verify shall be as follows:
() Walter Wojciechowski, (President and Chief Executive Officer)

(i) Franklin Levin (Senior Vice President, General Counsel and
Secretary)

The foregoing shall be deemed to satisfy the Debtors’ obligation, as the Plan
proponent, under Bankruptcy Code 8§ 1129(a)(5), to disclose the identity and affiliations of all
individuals proposed to serve, after the Confirmation Date, as a director or officer of the
Reorganized Debtors. Each such director shall serve from and after the Effective Date pursuant
to the terms of the Debtors Certificate of Incorporation and By-Laws, the other constituent
documents of the Reorganized Debtors, and applicable law.

C. No Cancellation of I nstruments and Stock

On the Effective Date, except as otherwise provided for by the Plan, (i) the
Common Stock and the Membership Units; (ii) all stock options (including, but not limited to, al
stock options granted to the Debtors' employees); (iii) all warrants (if any); and (iv) any
instrument evidencing or creating any indebtedness or obligation of the Debtors, shall continue
in full force and effect in the same manner as such had existed prior to the Effective Date.
Additionally, as of the Effective Date, the Common Stock and the Membership Units, and all
warrants, options, rights or interests with respect to the Common Stock and the Membership
Units that have been authorized to be issued but that have not been issued shall continue in full
force and effect in the same manner as such had existed prior to the Effective Date.

D. Disbursing Agent

The Plan provides for the Reorganized Debtors to serve as the Disbursing Agent
for al Plan purposes.

E. Disputed Claims

The Plan provides that no later than the Claims Objection Deadline (unless
extended by an order of the Bankruptcy Court), the Debtors or the Reorganized Debtors, as the
case may be, shall file objections to Claims with the Bankruptcy Court and serve such objections
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upon the Holders of the Claims to which objections are made; provided, however, the Debtors
and Reorganized Debtors shall not object to Claims expressly deemed Allowed pursuant to the
Plan. Nothing contained herein shall limit the Reorganized Debtors’ right to object to Claims, if
any, filed or amended after the Claims Objection Deadline. The Debtors and the Reorganized
Debtors shall be authorized to, and shall, resolve all Disputed Claims by withdrawing or settling
such objections thereto, or by litigating to judgment (in the Bankruptcy Court or such other court
having jurisdiction) the validity, nature and/or amount thereof.

Until all objections to a Disputed Claim have been settled or withdrawn or have
been determined by Final Order, and the Disputed Claim, or some portion thereof, has become
an Allowed Claim, no payments or distributions shall be made with respect to al or any portion
of such Disputed Claim.

F. Disputed Claims Reser ve and Reserves

The Plan requires the Disbursing Agent to reserve an amount, estimated in good
faith, to be sufficient to pay the amount that will ultimately be allowed on account of the
Disputed Claims in such Class at the time of any distribution on account of any Class of Claims.

If at any time or from time to time after the Distribution Date, there is Cash in the
Disputed Claims Reserve in an amount in excess of the Debtors' maximum remaining payment
obligations to the then existing holders of Disputed Claims against the Debtors under the Plan,
such excess funds shall become available to the Debtors and shall, in the discretion of the
Debtors, be deposited in the Reserves or become Available Cash for distribution in accordance
with the Plan. Excess Cash in the Reserves shall become Available Cash for distribution in
accordance with the Plan as and when agreed upon by the Reorganized Debtors.

At the time of any distribution on account of any Class of Claims hereunder, the
Disbursing Agent shall also reserve an amount, estimated in good faith and in the Reorganized
Debtors' sole discretion, to be sufficient to pay the amount to adequately fund the administration
of the Plan and the Reorganization Case on and after the Effective Date. If a any time or from
time to time after the Effective Date, there is Cash in the Reserves in an amount in excess of the
amount necessary, as determined in the Reorganized Debtors' sole discretion, to adequately fund
the administration of the Plan and the Reorganization Case, such excess funds shall become
Available Cash for distribution in accordance with the Plan as and when agreed upon by the
Reorganized Debtors.

G. Discharge, | njunction and Releases

Discharge of Claims and Termination of Interests. Except as otherwise
provided in the Plan or in the Confirmation Order, al consideration distributed under the Plan
shall be in exchange for, and in complete satisfaction, settlement, discharge and release of, all
Claims of any nature whatsoever against the Debtors or any of its Assets or properties, and
regardless of whether any property shall have been distributed or retained pursuant to the Plan on
account of such Claims. Upon the Effective Date, the Debtors shall be deemed discharged and
released under Bankruptcy Code 8§ 1141(d)(1)(A) from any and al Claims, including, but not
limited to, demands and liabilities that arose before the Confirmation Date. Further, upon the
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Effective Date all debts of the kind specified in Bankruptcy Code 88 502(g), 502(h) or 502(i),
and all Interests relating to any of the foregoing, shall be terminated, extinguished and cancelled.

Injunction. The Plan provides that, except as otherwise provided in the Plan, in
consideration of the distributions made or contemplated hereunder, the Confirmation Order shall
provide, among other things, that from and after the Confirmation Date all Persons who have
held, hold or may hold Claims against, or Interests in, the Debtors are permanently enjoined from
taking any of the following actions against the Debtors or their Estates, or any of its property, or
the Reorganized Debtors or its property, on account of any such Clams or Interests. (i)
commencing or continuing, in any manner or in any place, any action or other proceeding; (ii)
enforcing, attaching, collecting or recovering in any manner any judgment, award, decree or
order; (iii) creating, perfecting or enforcing any lien or encumbrance; (iv) asserting a setoff, right
of subrogation or recoupment of any kind against any debt, liability or obligation due to the
Debtors; and (v) commencing or continuing, in any manner or in any place, any action that does
not comply with or is inconsistent with the provisions of the Plan; provided, however, that
nothing contained herein shall preclude such persons from exercising their rights pursuant to and
consistent with the terms of this Plan and the Plan documents. By accepting distributions
pursuant to the Plan, each Holder of an Allowed Claim will be deemed to have specifically
consented to the injunctions set forth herein. Nothing herein shall be deemed or construed to
abrogate the Debtors' obligations pursuant to any stipulation agreed to, or consent order entered,
during the pendency of the Reorganization Case.

Exculpation. Notwithstanding anything herein to the contrary in the Plan or
Confirmation Order, as of the Effective Date, none of the Debtors, and their respective
officers, directors, shareholders, members, employees, accountants, financial advisors,
investment bankers, agents, consultants, restructuring advisors and attorneys and
representatives (but, in each case, solely in their capacities as such) shall have or incur any
liability for any Claim, cause of action or other assertion of liability for any act taken or
omitted to be taken in connection with, or arising out of, the Debtors Reorganization Case
(including the commencement of the Debtors Reorganization Case, the preparation
therefor, prepetition negotiations relating thereto, and any prepetition restructuring work
relating thereto), the formulation, negotiation, dissemination, confirmation or
Consummation thereof, administration of the Plan, property to be distributed under the
Plan or any other act or omission in connection with the Debtors Reorganization Case, the
Plan, the Disclosure Statement or any contract, instrument, document or other agreement
entered into pursuant thereto, through and including the Effective Date; provided,
however, that the foregoing shall not affect the liability of any person that otherwise would
result from any such act or omission to the extent such act or omission is determined by a
Final Order to have constituted willful misconduct or gross negligence. Nothing in Section
8.4 of the Plan shall limit the liability of the professionals of the Debtorsto their respective
clients pursuant to any statutes, rules or regulations dealing with professional conduct to
which such professionals ar e subject.

Releases by Holders of Interests. Except as otherwise expressly provided by
the Plan, on the Effective Date, and in consideration for the obligations of the Debtors
under the Plan, each direct or indirect holder of an Interest that (i) votes to accept the Plan
or is deemed to accept the Plan pursuant to a settlement agreement with the Debtorsor (ii)

-19-



Case 11-18143-MBK Doc 307 Filed 12/15/11 Entered 12/15/11 21:42:18 Desc Main
Document  Page 23 of 43

(x) votestoreect the Plan or (y) does not vote to accept or reect the Plan but in the case of
either (ii)(x) or (ii)(y) that does not opt out of these releases on a duly executed Ballot, and
to the fullest extent permissible under applicable law, as such law may be extended or
integrated after the Effective Date, and all those claiming by or through any of the
foregoing, shall release unconditionally and forever discharge (a) the Debtors, (b) each
present or former director, officer, shareholder, member, employee, agent, consultant,
financial advisor, restructuring advisor, attorney and representative (and their respective
affiliates) of the Debtors who acted in such capacity after the Commencement Date, and
each of ther respective members, shareholders, officers, directors, agents, consultants,
financial advisors, attorneys, employees, equity holders, parent corporations, subsidiaries,
partners, affiliates, and representatives (but, in each case, solely in their capacities as such)
from any and all Claims, suits, judgments, demands, debts, rights, causes of action and
liabilities whatsoever (other than the rights to enforce the Plan and the contracts,
instruments, releases, or other agreements or documents assumed, passed through or
delivered in connection with the Plan, including the Investment Agreements), whether
liquidated or unliquidated, fixed or contingent, known or unknown, matured or
unmatured, foreseen or unforeseen, then existing or thereafter arising, in law, equity or
otherwise, based in whole or in part on any act, omission, transaction, event or other
occurrence taking place on or prior to the Effective Date (including prior to the Initial
Commencement Date), relating to the Debtors Reorganization Case (including the
commencement of the Debtors Reorganization Case, the preparation therefor, prepetition
negotiations relating thereto and any prepetition restructuring work relating thereto, the
development and negotiation of the Plan and the terms and conditions of the transactions
with the Investors, potential alternatives to the Plan, the events giving rise to the
commencement of the Debtors Reorganization Case (to the extent the claims relating
thereto could give rise to an indemnification obligation by the Debtors), pursuit of
confirmation of the Plan, Consummation thereof, administration of the Plan, or property
to be distributed or transactions to be consummated as contemplated by the Plan);
provided, however, that the foregoing shall not affect the liability of any Person that
otherwise would result from any such act or omission to the extent such act or omission is
determined by a Final Order to have constituted willful misconduct or gross negligence.
Nothing in Section 8.5.1. of the Plan shall limit the liability of the professionals of the
Debtors to their respective clients pursuant to any statutes, rules or regulations dealing
with professional conduct to which such professionals ar e subject.

Releases by Debtors. Upon the Effective Date, and in consideration of the
services and other consideration provided to the Debtors (or anyone claiming by or
through any of the Debtors (including claims asserted directly or derivatively on behalf of
the Debtors)) by such Persons, the Debtors shall release and dischar ge and unconditionally
and forever each present or former director, officer, shareholder, member, employee,
affiliate, agent, consultant, financial advisor, restructuring advisor, attorney and
representative of the Debtors] who acted in such capacity after the Commencement Date,
and each of the respective members, officers, directors, agents, financial advisors,
attor neys, employees, equity holders, parent corporations, subsidiaries, partners, affiliates
and representatives of those such Persons in clauses from any and all Claims, suits,
judgments, demands, debts, rights, causes of action and liabilities whatsoever (other than
the rights to enfor ce the Plan and the contracts, instruments, releases, or other agreements
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or documents assumed, entered into postpetition, passed through or delivered in
connection with such Plan), whether liquidated or unliquidated, fixed or contingent, known
or unknown, matured or unmatured, foreseen or unforeseen, then existing or thereafter
arising, in law, equity or otherwise, based in whole or in part on any act, omission,
transaction, event or other occurrence taking place on or prior to the Effective Date
(including prior to the Initial Commencement Date), relating to the Debtors
Reorganization Case (including the commencement of the Debtors' Reorganization Case,
the preparation therefor, prepetition negotiations relating thereto and any prepetition
restructuring work relating thereto, pursuit of confirmation of the Plan, Consummation
thereof, administration of the Plan, or property to be distributed under the Plan);
provided, however, that the foregoing shall not affect the liability of any Person that
otherwise would result from any such act or omission to the extent such act or omission is
determined by a Final Order to have constituted willful misconduct or gross negligence.

Terms of Injunctions or Stays. Unless otherwise provided, all injunctions or
stays arising under or entered during the Reorganization Case under section 105 or 362 of the
Bankruptcy Code, or otherwise, and in existence on the Confirmation Date, shall remain in full
force and effect until the Effective Date.

H. Preservation of Causes of Action/Reservation of Rights.

Maintenance of Causes of Action. Except as otherwise provided in the Plan or
Confirmation Order, after the Effective Date, the Reorganized Debtors shall retain all rights to
and shall have standing to commence, pursue, litigate or settle, as appropriate, any and all Causes
of Action including, but not limited to, any Avoidance Actions, whether existing as of the
Petition Date or thereafter arising, in any court or other tribunal including in an adversary
proceeding Filed in one or more of the Reorganization Case.

The Reorganized Debtors may in their sole discretion elect not to pursue any
Causes of Action that the Reorganized Debtors otherwise have authority to pursue hereunder
(including Avoidance Actions) the pursuit of which the Reorganized Debtors deem not to be in
the best interest of the Estates or the Reorganized Debtors.

Except as specifically provided herein or in the Confirmation Order, nothing
contained herein or in the Confirmation Order shall be deemed to be a waiver or relingquishment
of any claim, Cause of Action (including Avoidance Actions), right of setoff, or other legal or
equitable defense that the Debtors had immediately prior to the Petition Date, against or with
respect to any Claim whether impaired or left unimpared by the Plan. The Reorganized
Debtors, as the case may be, shall have, retain, reserve, and be entitled to assert all such claims,
Causes of Action (including Avoidance Actions), rights of setoff, or other legal or equitable
defenses which they or any of them had immediately prior to the Petition Date fully as if the
Reorganization Case had not been commenced, and all legal and equitable rights of the Debtors
respecting any Claim whether impaired or left unimpaired by the Plan may be asserted after the
Confirmation Date to the same extent as if the Reorganization Case had not been commenced.

Except as otherwise provided in the Plan or Confirmation Order, any claims,
rights, Causes of Action and Insider Causes of Action that the Debtors may hold against any
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Entity shall vest in the Reorganized Debtors on the Effective Date and the Reorganized Debtors
shall have the exclusive right and authority to institute, prosecute, abandon, settle or compromise
any and all such claims, rights and Causes of Action, and the Reorganized Debtors shall not
require the consent or approval of any party or any further order of the Bankruptcy Court to
settle or resolve any claims, rights and Causes of Action.

Preservation of All Causes of Action Not Expressly Sold, Settled or Released.
Unless a claim or Cause of Action against a Holder of a Claim or an Equity Interest or other
Entity is expressly waived, abandoned, relinquished, released, compromised or settled in the Plan
or any Final Order (including the Confirmation Order), the Debtors expressly reserve such claim
or Cause of Action for later action by the Debtors or the Reorganized Debtors (including claims
and Causes of Action of which the Debtors may presently be unaware or which may arise or
exist by reason of additional facts or circumstances unknown to the Debtors at this time or facts
or circumstances that may change or be different from those the Debtors now believe to exist)
and, therefore, no preclusion doctrine, including 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 Consummation
of the Plan based on the Disclosure Statement, the Plan or the Confirmation Order, except where
such claims or Causes of Action have been expressly released in the Plan (including, and for the
avoidance of doubt, the Debtor Release contained in Article VIII hereof) or any other Final
Order (including the Confirmation Order). In addition, the Debtors and the Reorganized
Debtors, as the case may be, reserve the right to pursue or adopt any claims alleged in any
lawsuit in which the Debtors are a plaintiff, defendant or an interested party, against any Entity,
including the plaintiffs or co-defendants in such lawsuits except where such claims or Causes of
Action have been released in the Plan or any other Final Order (including the Confirmation
Order).

ALL ESTATE CAUSES OF ACTION SHALL SURVIVE
CONFIRMATION AND THE COMMENCEMENT OR PROSECUTION OF CAUSES
OF ACTION SHALL NOT BE BARRED OR LIMITED BY ANY ESTOPPEL,
WHETHER JUDICIAL, EQUITABLE, OR OTHERWISE. The Reorganized Debtors
rights to commence and prosecute Causes of Action (including Avoidance Actions) shall not be
abridged or materially altered in any manner by reason of confirmation of the Plan. No
defendant party to any Cause of Action (including an Avoidance Action) shall be entitled to
assert any defense based, in whole or in part, upon confirmation of the Plan, and confirmation of
the Plan shall not have any resjudicata or collateral estoppel effect upon the commencement and
prosecution of Causes of Action (including Avoidance Actions).

Preservation of Insurance. Nothing in the Plan shall diminish or impair the
enforceability of any policies of insurance that may cover claims or causes of action against any
Debtor or any other Entity.

VI. EXECUTORY CONTRACTSAND LEASES

The Plan provides, that with certain exceptions described in the Plan and herein,
all executory contracts or unexpired leases of the Reorganized Debtors shall be deemed assumed

-22-



Case 11-18143-MBK Doc 307 Filed 12/15/11 Entered 12/15/11 21:42:18 Desc Main
Document  Page 26 of 43

pursuant to Bankruptcy Code 88 365 and 1123, except those executory contracts or unexpired
leases that (i) have previously been rejected by order of the Bankruptcy Court, (ii) are the subject
of a motion to reject pending before the Bankruptcy Court on the Effective Date; or (iii) are
identified on alist to be filed with the Bankruptcy Court on or prior to the Confirmation Date as
to be rejected. Except as provided in the Plan or any order of the Bankruptcy Court, each
executory contract or unexpired lease assumed as provided herein shall re-vest in and be fully
enforceable by the Reorganized Debtors in accordance with their terms. Executory contracts and
unexpired leases that have been deemed assumed or regjected prior to the Confirmation Date shall
not be affected by the Plan.

The Plan provides for the Debtors' cure of any monetary amounts by which any
executory contract or unexpired lease to be assumed pursuant to the Plan isin arrears by payment
of the arrears in Cash as reasonably practical and within ninety (90) days after the Effective Date
or on such other terms as the parties to such executory contracts or unexpired leases may
otherwise agree. The Plan aso provides that the Bankruptcy Court shall resolve any disputes
concerning (i) the amount of any arrears, (ii) the ability of the Reorganized Debtors to provide
adequate assurance (as defined and provided for in Bankruptcy Code 8§ 365) under the executory
contract or unexpired lease to be assumed, or (iii) any other matter regarding the assumption.
Pursuant to the Plan, the Debtors or Reorganized Debtors shall make all cure payments required
by Bankruptcy Code 8§ 365(b)(1) after the entry of a Final Order resolving the dispute and
approving the assumption.

The Plan aso provides that any party to arejected executory contract or lease who
aleges any clam for damages arising by reason of the rgection of such executory contract or
lease shall be entitled to file, not later than thirty (30) days after the Confirmation Date, a proof
of claim for such damages. The Plan further provides that the Debtors shall file objections to any
proof of claims by not later than sixty (60) days after such proof of clamisfiled. If an objection
is filed, the Plan provides that the Bankruptcy Court shall determine the amount due and owing
to the Person that filed the Proof of Claim. A distribution and payment on account of such Claim
shall be made on the later of (i) ten (10) Business Days after the expiration of the sixty (60) day
period for filing an objection in respect of such proof of claim, or (ii) ten (10) Business Days
after the Claim has been Allowed by a Final Order provided that no such payment shall be made
before the Distribution Date.

VIl. NON-CONSUMMATION OF THE PLAN

The Plan provides that it shall be deemed null and void if one or more of the
conditions to Confirmation or to the occurrence of the Effective Date that has not been waived
by the Debtors are not satisfied and the time within which such condition must be satisfied has
expired. In the event of non-consummeation of the Plan, nothing contained in the Plan shall be
deemed to constitute a waiver or release of any Claims by or against the Debtors or any other
Person or to preudice in any manner the rights of the Debtors or any Person in any further
proceedings involving the Debtors, or be deemed an admission by the Debtors.
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VIII. RETENTION OF JURISDICTION

The Plan provides that following the Confirmation Date, the Bankruptcy Court
will retain jurisdiction of the chapter 11 case for the following purposes:

@ To alow, disalow, determine, liquidate, classify, estimate or establish the
priority or secured or unsecured status of any Claim or Interest, including the resolution of any
request for payment of any Administrative Claim and the resolution of any objections to the
allowance or priority of Claims or Interests;

(b) To resolve any matter related to the assumption, assumption and
assignment, or rejection of any executory contract or unexpired lease to which either of the
Debtorsis a party, or with respect to which any of the Debtors or any of the Reorganized Debtors
may be liable and to hear, determine and, if necessary, liquidate any Claims arising there from,
or otherwise enforce any dispute relating to any executory contract or lease assumed, rejected or
assigned by the Debtors during the Reorganization Case;

(c) To ensure that the distributions to Holders of Clams and Interests are
accomplished as provided herein;

(d) To resolve any motions, adversary proceedings, contested or litigated
matters and any other matters and grant or deny any applications involving the Debtors that may
be pending on the Effective Date;

(e) To enter such orders as may be necessary or appropriate to implement or
consummate the provisions of the Plan and all contracts, instruments, releases and other
agreements or documents created in connection with the Plan, the Disclosure Statement or the
Confirmation Order;

()] To resolve any cases, controversies, suits or disputes that may arise in
connection with the consummation, interpretation or enforcement of the Plan or any contract,
instrument, release or other agreement or document that is executed or created pursuant to the
Plan, or any Person’s rights arising from or obligations incurred in connection with the Plan or
such documents;

(9 To modify the Plan before or after the Effective Date pursuant to
Bankruptcy Code 8§ 1127 of the Bankruptcy Code or modify the Disclosure Statement, the
Confirmation Order or any contract, instrument, release or other agreement or document created
in connection with the Plan, the Disclosure Statement or the Confirmation Order, or remedy any
defect or omission or reconcile any inconsistency in any Bankruptcy Court order, the Plan, the
Disclosure Statement, the Confirmation Order or any contract, instrument, release or other
agreement or document created in connection with the Plan, the Disclosure Statement or the
Confirmation Order, in such manner as may be necessary or appropriate to consummate the Plan.
After Confirmation, the Reorganized Debtors may also, so long as it does not adversely affect
the interest of creditors, institute proceedings in the Bankruptcy Court to remedy any defect or
omission or reconcile any inconsistencies in the Plan or the Confirmation Order, in such manner
as may be necessary to carry out the purposes and effects of the Plan;
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(h) To grant or deny any applications for alowance of compensation or
reimbursement of expenses authorized pursuant to the Bankruptcy Code or the Plan for periods
ending on or before the Effective Date, including al applications for compensation and
reimbursement of expenses of Professionals under the Plan or under Bankruptcy Code 88 330,
331 503(b), 1103 and 1129(a); provided, however, that from and after the Effective Date the
payment of fees and expenses of the Reorganized Debtors, including counsel and other
professional fees, shall be made in the ordinary course of business and shall not be subject to the
approval of the Bankruptcy Court;

() To issue injunctions, enter and implement other orders or take such other
actions as may be necessary or appropriate to restrain interference by any entity with
consummation, implementation or enforcement of the Plan or the Confirmation Order;

()] To resolve matters related to state, local and federal taxes in accordance
with Bankruptcy Code 88 346, 505 and 1146;

(k) To enter and implement such orders as are necessary or appropriate if the
Confirmation Order is for any reason or in any respect modified, stayed, reversed, revoked or
vacated or distributions pursuant to the Plan are enjoined or stayed;

() To determine any other matters that may arise in connection with or relate
to the Plan, the Disclosure Statement, the Confirmation Order or any contract, instrument,
release or other agreement or document created in connection with the Plan, the Disclosure
Statement or the Confirmation Order;

(m) To enforce al orders, judgments, injunctions, releases, exculpations,
indemnifications and rulings entered in connection with the Reorganization Casg;

(n) To resolve al matters related to the property of the Debtors Estates from
and after the Confirmation Date;

(0 To resolve such other matters as may be provided in the Confirmation
Order or as may be authorized under the Bankruptcy Code; and

(p) To enter an order terminating the Reorganization Case.

IX. MISCELLANEOUS PROVISIONS OF THE PLAN

The Plan provides miscellaneous other provisions that are necessary or
appropriate to, or which will assist in confirmation, implementation and execution of, the Plan,
including the following:

A. Amendment

The Plan reserves the Debtors rights, subject to Bankruptcy Code 8§ 1127, to
alter, amend or modify the Plan at any time prior to or after the Confirmation Date but prior to
the substantial consummation of the Plan. The Plan also provides that a Holder of a Claim that

-25-



Case 11-18143-MBK Doc 307 Filed 12/15/11 Entered 12/15/11 21:42:18 Desc Main
Document  Page 29 of 43

has accepted the Plan shall be deemed to have accepted the Plan, as altered, amended or
modified; provided that the proposed ateration, amendment or modification does not materially
and adversely change the treatment of the Claim of such Holder.

B. Undeéliver able and Unclaimed Distributions

The Plan provides that if the distribution to any Holder of an Allowed Claim is
returned to the Reorganized Debtors or the Disbursing Agent as undeliverable or is otherwise
unclaimed, no further distributions shall be made to such Holder unless and until the Disbursing
Agent is notified in writing of such Holder’s then current address. Thereafter, the Reorganized
Debtors or Disbursing Agent shall make all distributions that have become deliverable or have
been claimed since the Distribution Date as soon as practicable after such distribution has
become deliverable.

The Plan also provides that the Holder of an Allowed Claim who fails to claim a
distribution for a period of ninety (90) days after the date it is distributed in accordance with the
Plan shall be deemed to have forfeited their Claim and shall be forever barred and enjoined from
asserting any such Claim for a distribution against the Debtors, the Reorganized Debtors or their
Estate and property. Under the Plan, any Cash for distribution on account of undeliverable or
unclaimed distributions shall become the property of the Reorganized Debtors free and clear of
any restrictions thereon and notwithstanding any federal or state escheat laws to the contrary.

The Plan does not require the Debtors, the Reorganized Debtors or the Disbursing
Agent to attempt to locate any Holder of an Allowed Claim.

C. Avoidance Actions

The Plan sets forth that except as otherwise provided in the Plan, the
Confirmation Order, or in any document, instrument, release or other agreement entered into in
connection with the Plan, in accordance with Section 1123(b) of the Bankruptcy Code, the
Debtors shall transfer and assign their interests in the Avoidance Actions not released under any
section of the Plan to the Reorganized Debtors. The Confirmation Order shall provide for the
appointment of the Reorganized Debtors as the representative of the Debtors estates for the
purpose of pursuing the Avoidance Actions. The Plan further provides that the Reorganized
Debtors, as the representative of the Debtors' estates for the purpose of pursuing Avoidance
Actions, may enforce, sue on, settle or compromise any or all of the Avoidance Actions or, in the
exercise of their discretion, may determine not to pursue any or al Avoidance Actions. The
Reorganized Debtors shall retain and may enforce al defenses, counterclaims and rights asserted
against the Debtors or their estate.

X. RISK FACTORS

Holders of Claims and Interests should read and consider carefully the risk factors
set forth below, as well as the other information set forth in this Disclosure Statement and the
documents delivered together herewith, referred to or incorporated by reference herein, before
voting to accept or reject the Plan. Although these risk factors are many, these factors should not
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be regarded as constituting the only risks present in connection with the Debtors' business or the
Plan and their implementation.

A. Bankruptcy Consider ations

1. Failure to Receive Requisite Accepting Votes

In order for the Plan to be accepted, of those Holders of Claims who cast ballots,
the affirmative vote of at least two-thirds (2/3) in amount and more than one-haf (1/2) in number
of Allowed Claims in each voting class is required. If the requisite votes are not received to
accept the Plan, the Debtors may seek to liquidate the Estate in accordance with chapter 7 of the
Bankruptcy Code. There can be no assurance that the terms of a liquidation under chapter 7 of
the Bankruptcy Code would be similar to or as favorable to Holders of Claims and Interests as
those proposed in the Plan. The Debtors believe that the financial results would not be as
favorable to such Holders in a proceeding under chapter 7 of the Bankruptcy Code.
Significantly, the projected dividend payable to the Holders of Allowed Claimsin Class 2 under
the Plan would be substantially diminished by virtue of the increased fees in a liquidation under
chapter 7.

2. Risk of Non-Confirmation of the Plan

Although the Debtors believe that the Plan satisfies all legal requirements
necessary for confirmation by the Bankruptcy Court, there can be no assurance that the
Bankruptcy Court will confirm the Plan. There can also be no assurance that modifications of
the Plan will not be required for confirmation or that such modifications would not necessitate
re-solicitation of votesto accept or reject the Plan.

3. Historical Financial Information of the Debtors may not be comparable to
the Financial Information of the Reorganized Debtors.

As a result of the consummation of the Plan and the transactions contemplated
thereby, the financial condition and results of operations of the Reorganized Debtors from and
after the Effective Date may not be comparable to the financial condition or results of operations
reflected in the Debtors’ historical financial statements.

4. The Debtors may object to the amount or classification of a Claim.

Except as otherwise provided in the Plan, the Debtors reserves the right to object
to the amount or classification of any Claim under the Plan. The estimates set forth in this
Disclosure Statement cannot be relied on by any Holder of a Claim where such Claim is subject
to an objection. Any Holder of a Claim that is subject to an objection thus may not receive their
expected share of the estimated distributions described in this Disclosure Statement.
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B. Business Consider ations

1. Seasonality

The Debtors have experienced, and in the future may experience, fluctuations in
their operating results due to the seasonal nature of the industry around which their business
revolves.

2. | mportance of Continued Development of New Business

The Debtors believe that their future success depends upon their ability to
maintain existing customer accounts and obtain new customer accounts. The failure of the
Debtors to maintain existing business, and develop new business, may have a material adverse
impact on their operating results.

3. V ariances from Projections

The fundamental premise of the Plan is the implementation and realization of the
Debtors' business plan, as reflected in the projections and described herein and in the Plan. The
projections reflect assumptions concerning, among other thing, the general economy and the
Debtors ability to control expenses and maintain existing customer accounts. The Debtors
believe the assumptions underlying the projections are reasonable; however, unanticipated events
occurring subsequent to the preparation of the projections may affect the actual financial results
of the Debtors.

C. Risks Related to Financial | nfor mation

The financia information is based on the Debtors’ books and records and, unless
otherwise stated, no audit was performed. This Disclosure Statement contains various
projections concerning the financial results of the Reorganized Debtors' operations, including the
Projections, that are, by their nature, forward looking, and which projections are necessarily
based on certain assumptions and estimates. Should any or all of these assumptions or estimates
ultimately prove to be incorrect, the actual future experiences of the Reorganized Debtors may
turn out to be different from the financial projections. Specifically, the projected financial results
contained in this Disclosure Statement reflect numerous assumptions concerning the anticipated
future performance of the Reorganized Debtors, some of which may not materialize, including,
without limitation, assumptions concerning: (a) the timing of Confirmation and Consummation
of the Plan in accordance with their terms; (b) the Reorganized Debtors' ability to maintain or
increase revenues and gross margins, control future operating expenses or make necessary
capital expenditures; (c) general business and economic conditions; (d) overal industry
performance and trends; and (e) the Debtors ability to maintain the loyalty of their current
patrons and prospective patrons.

The liquidation analysis, distribution projections and other information contained
herein and attached hereto are estimates only, and the timing and amount of actual distributions
to Holders of Allowed Claims may be affected by many factors that cannot be predicted.
Therefore, any analyses, estimates or recovery projections may or may not turn out to be
accurate.
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No legal or tax advice is provided by this Disclosure Statement. This Disclosure
Statement is not legal advice to any person. The contents of this Disclosure Statement should
not be construed as legal, business or tax advice. Each Holder of a Claim or an Equity Interest
should consult his or her own legal counsel and accountant with regard to any legal, tax and
other matters concerning his or her Claim or Interest. This Disclosure Statement may not be
relied upon for any purpose other than to determine how to vote on the Plan or object to
Confirmation of the Plan.

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

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

Counsel to and other advisors retained by the Debtors have relied upon
information provided by the Debtors in connection with the preparation of this Disclosure
Statement. Although counsel and other advisors retained by the Debtors have performed certain
limited due diligence in connection with the preparation of this Disclosure Statement, they have
not verified independently the information contained herein.

No representations concerning or relating to the Debtors, the Chapter 11 Case or
the Plan are authorized by the Bankruptcy Court or the Bankruptcy Code, other than as set forth
in this Disclosure Statement. Any representations or inducements made to secure your
acceptance or regjection 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. Y ou should
promptly report unauthorized representations or inducements to counsel to the Debtors and the
Office of the United States Trustee for the District of New Jersey.

Xl. PROJECTED FINANCIAL INFORMATION

The Debtors believes that the Plan meets the feasibility requirement set forth in
section 1129(a)(11) of the Bankruptcy Code, as confirmation is not likely to be followed by
liquidation or the need for further financial reorganization of the Debtors or any successors under
the Plan. In connection with the development of the Plan and for the purposes of determining
whether the Plan satisfies this feasibility standard, the Debtors analyzed their ability to satisfy
their financial obligations while maintaining sufficient liquidity and capital resources.
Management prepared financial projections (the “Projections’) for the period from 2012
through 2014 (the “Projection Period”).
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The Debtors do not publish their business plans or strategies, projections or
anticipated financial position. Accordingly, the Debtors do not anticipate that it will, and
disclaims any obligation to, furnish updated business plans or projections to Holders of Claims
or other parties in interest after the Confirmation Date or otherwise make such information
public.

In connection with the planning and development of the Plan, the Projections
were prepared by the Debtors and their management to present the anticipated impact of the
Plan. The Projections assume that the Plan will be implemented in accordance with their stated
terms. The Projections are based on forecasts of key economic variables and may be
significantly impacted by, among other factors, changes in the competitive environment,
regulatory changes and/or a variety of other factors, including those factors listed in the Plan and
the Disclosure Statement.  Accordingly, the estimates and assumptions underlying the
Projections are inherently uncertain and are subject to significant business, economic and
competitive uncertainties. Therefore, such Projections, estimates and assumptions are not
necessarily indicative of current values or future performance, which may be significantly less or
more favorable than set forth herein. The Projections included herein were prepared as of
2012. The Debtors are unaware of any circumstances as of the date of this
Disclosure Statement that would require the re-forecasting of the Projections due to a material
change in the Debtors prospects.

The Debtors' management did not prepare such projections to comply with the
guidelines for prospective financial statements published by the American Institute of Certified
Public Accountants and the rules and regulations of the United States Securities and Exchange
Commission. The Debtors accountants have neither examined nor compiled the projections that
accompany the disclosure statement and, accordingly, do not express an opinion or any other
form of assurance with respect to the projections. Except for purposes of the Disclosure
Statement, the Debtors do not publish projections of their anticipated financial position or results
of operations.

Moreover, the projections contain certain statements that are “forward-looking
statements’ within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements are subject to a number of assumptions, risks, and uncertainties, many of which are
beyond the control of the debtor. Actual results or developments may differ from the
expectations expressed or implied in the forward-looking statements, and the Debtors undertake
no obligation to update any such statements. The projections may not be relied upon as a
guaranty or other assurance of the actual results that will occur. In deciding whether to vote to
accept or rgject the plan, Holders of Claims must make their own determinations as to the
reasonableness of such assumptions and the reliability of the projections and should consult with
their own advisors.

The Projections should be read in conjunction with the assumptions,
gualifications, and explanations set forth in this Disclosure Statement and the Plan.

Creditors and other interested parties should see the section entitled “Risk
Factors’ of this Disclosure Statement for a discussion of certain factors that may affect the future
financial performance of the Reorganized Debtors.
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XIl. BEST INTERESTSTEST

Notwithstanding acceptance of a chapter 11 plan by each impaired class, to
confirm a plan the Bankruptcy Court must determine that the plan is in the best interests of each
Holder of an impaired Claim or Interest that has not voted to accept the plan. Accordingly, if an
impaired class does not unanimously accept the Plan, the best interests test of Bankruptcy Code 8§
1129(a)(7) requires that the Bankruptcy Court find that the plan provides to each Holder of such
Claim or Interest a recovery on account thereof that has a value at least equal to the amount that
such holder would receive if the Debtors were liquidated under chapter 7 of the Bankruptcy
Code.

To estimate the recovery of an impaired holder of a clam or interest under a
chapter 7 liquidation, the Bankruptcy Court first determines the aggregate dollar amount that
would be available if the chapter 11 case were converted to a chapter 7 case and the assets of the
Debtors liquidated by a chapter 7 trustee. The liquidation value would consist of the net
proceeds of the disposition of the Debtors' assets and cash held by the Debtors, reduced by the
additional increased costs of liquidation and the administrative claims that would arise in a
chapter 7 ligquidation case but that do not arise in a chapter 11 case.

The additional costs and expenses of liquidation under chapter 7 of the
Bankruptcy Code would include the compensation of a chapter 7 trustee and compensation for
services rendered and reimbursement of disbursements incurred on behalf of such trustee's
counsel and other professionals, disposition expenses, litigation costs, and claims arising during
the pendency of the chapter 7 liquidation case. The liquidation itself may trigger certain priority
claims, which must be paid out of liquidation proceeds before the balance is made available to
pay other claims.

As set forth above, the Debtors believes that the financial results for Holders of
Unsecured Claims would not be as favorable to such Holders in a proceeding under chapter 7 of
the Bankruptcy Code. Significantly, the projected dividend payable to the Holders of Allowed
Clams in Class 2 under the Plan would be substantially diminished by the increased
administrative costs in a liquidation under chapter 7. Accordingly, because the Plan calls for the
payment of a greater distribution to Holders of Claims than would be paid in a chapter 7
liquidation, the Debtors believe that the Plan is the more favorable alternative. Therefore, the
Debtors submit that the Plan satisfies the best interests test set forth in section 1129(a)(7) of the
Bankruptcy Code.

As described in greater detail herein, the Debtors business consists primarily of
providing financial, risk, verification, background screening and consumer reporting-related
services to their customers. Therefore, the Debtors most valuable assets are their customer
accounts. These customer accounts would have little or no value within the context of a
liquidation as customer relationships cannot be sold or assigned for value. In a liquidation,
MicroBilt’s only marketable assets would be (i) accounts receivable, which would be severely
diminished by offsets and damage claims; (ii) office equipment, furniture, computers and
fixtures, with de minimis value; and (iv) equity interests in the Non-Debtor Subsidiaries.
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A liquidation analysis is attached hereto as Exhibit C to assist interested parties in
ascertaining whether the Plan satisfies the requirements of section 1129(a)(7) of the Bankruptcy
Code.

X111, TAX CONSEQUENCESOF THE PLAN

The following discussion is a summary of certain material United States federal
income tax aspects of the Plan to holders of certain Claims and to the Debtors, is for general
information purposes only, and should not be relied upon for purposes of determining the
specific tax consequences of the Plan with respect to a particular holder of a Claim or Interest.
This discussion does not purport to be a complete analysis or listing of all potential tax
considerations.

This discussion is based on existing provisions of the Internal Revenue Code of
1986, as amended (the “IRC”), existing and proposed Treasury Regulations promulgated
thereunder, and current administrative rulings and court decisions. Legidative, judicial, or
administrative changes or interpretations enacted or promulgated after the date hereof could alter
or modify the analyses set forth below with respect to the United States federa income tax
consequences of the Plan. Any such changes or interpretations may be retroactive and could
significantly affect the United States federal income tax consequences of the Plan. To the extent
that the following discussion relates to the consequences to holders of certain Clams, it is
limited to holders that are United States persons within the meaning of the IRC.

The federal income tax consequences of the Plan are complex and are subject to
significant uncertainties. No ruling has been requested or obtained from the Internal Revenue
Service (the “IRS") with respect to any tax aspects of the Plan and no opinion of counsel has
been sought or obtained with respect thereto. Thus, no assurance can be given as to whether the
IRS will agree with the assertions and conditions discussed herein. NoO representations or
assurances are being made to the holders of Claims or with respect to the United States federal
income tax consequences described herein.

This summary islimited to those holders of Claims who have held such Claims as
capital assets. Certain holders (including, among others, insurance companies, banks, tax
exempt organizations, financial institutions, broker-dealers, small business investment
companies, regulated business companies, investors in pass-through entities, foreign companies
and persons who are not citizens or residents of the United States) may be subject to special rules
and are not discussed below. In addition, this summary does not address the foreign, state or
local tax consequences of the Plan.

Circular 230 Disclosure: This tax discussion was written to support the
promotion or marketing of the Plan. To ensure compliance with requirements imposed by
the IRS, we are informing you that this discussion was not intended or written to be used,
and cannot be used, by any person for the purpose of avoiding tax-related penalties that
may be imposed on the taxpayer under the IRC. This discussion is not intended or written
to be legal or tax advice to any person and Taxpayers should seek advice based on their
particular circumstances from an independent tax advisor.
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A. Certain U.S. Federal Income Tax Conseguencesto the Debtors.

Under the IRC, ataxpayer generally must include in gross income the amount of
any cancellation of indebtedness income (“COD income”) realized during the taxable year.
Section 108 of the IRC provides an exception to this general rule, however, if the cancellation
occurs in a case under the Bankruptcy Code, but only if the taxpayer is under the jurisdiction of
the bankruptcy court and the cancellation is granted by the court or is pursuant to a plan
approved by the court.

Section 108 of the IRC requires the amount of COD income so excluded from
gross income to be applied to reduce certain tax attributes of the taxpayer. The tax attributes that
may be subject to reduction include the taxpayer’s net operating losses and net operating loss
carryovers (collectively, “NOLS’), certain tax credits and most tax credit carryovers, capital
losses and capital loss carryovers, tax bases in assets, and foreign tax credit carryovers. Attribute
reduction is calculated only after the tax for the year of the discharge has been determined.
Section 108 of the IRC further provides that a taxpayer does not realize COD income from
cancellation of indebtedness to the extent that payment of such indebtedness would have given
rise to a deduction.

Under the Plan, Holders of Allowed Claims may receive less than full payment on
their Claims. The Debtors' liability to the Holders of Claimsin excess of the amount satisfied by
distributions under the Plan will be canceled and therefore will result in COD income to the
Debtors. The Debtors should not realize any COD income, however, to the extent that payment
of such Claims would have given rise to a deduction to the Debtors had such amounts been paid.
In addition, any COD income that the Debtors realize should be excluded from the Debtors
gross income pursuant to the bankruptcy exception to Section 108 of the IRC described in the
immediately preceding paragraph.

The exclusion of COD income, however, will result in a reduction of certain tax
attributes of the Debtors. Because attribute reduction is calculated only after the tax for the year
of discharge has been determined, the COD income realized by the Debtors under the Plan
should not diminish the NOL s and other tax attributes that may be available to offset any income
and gains recognized by the Debtors in the taxable year that includes the Effective Date.

B. Certain U.S. Federal Income Tax Consequences to Holders of Certain
Claims.

A Holder of an Allowed Clam will generally recognize gain or loss upon
consummation of the Plan measured by the difference between (i) the aggregate fair market
value of the Cash and/or property received, including the fair market value of a Holder's
undivided beneficial interest in the assets transferred to the Liquidating Trust (other than the
portion attributable to accrued but unpaid interest on the Claim) and (ii) such Holder’'s adjusted
tax basis in the Claim (other than basis attributable to accrued but unpaid interest on the Claim).

To the extent that the Cash and/or property received (or to be received) by a
Holder of an Allowed Claim is attributable to accrued interest on such Claim, the Holder
generally will recognize ordinary incometo the extent the interest was not previously included in
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income by the Holder. Conversely, a Holder of an Allowed Claim generally will recognize a
deductible loss to the extent any accrued interest previously included in its gross income is not
paid in full. The alocation for federa income tax purposes between principal and interest of
amounts received in exchange for the discharge of a Claim at a discount is unclear. The Debtors
intend to treat any amount received as first alocated to principal. However, there can be no
assurance that the IRS will respect such allocation for federal income tax purposes.

The character of any gain or loss (i.e., long-term or short-term capital, or
ordinary) that is recognized will depend upon a number of factors, including (a) the tax status of
the creditor; (b) the nature of the Claim in its hands; (c) whether the Claim was purchased at a
discount; (d) whether and to what extent the creditor has previously claimed a bad debt
deduction with respect to the Claim; and (e) the creditor’s holding period of the Claim. If the
Claim in the creditor's hands is a capital asset, the gain or loss realized generally will be
characterized as a capital gain or loss. Such gain or loss will constitute long-term capital gain or
loss if the creditor is a non-corporate taxpayer and held such Claim for longer than one year or
short-term capital gain or loss if the creditor held such Claim for one year or less.

A Holder that purchased its Claim from a prior Holder at a market discount may
be subject to the market discount rules of the IRC. Under those rules, assuming that the Holder
has made no election to amortize the market discount into income on a current basis with respect
to any market discount instrument, any gain recognized on the exchange of such Claim (subject
to a de minimis rule) generally would be characterized as ordinary income to the extent of the
accrued market discount on such Claim as of the date of the exchange.

Any Cash and/or property received by a Holder of a Claim after the Effective
Date may be subject to the imputed interest provisions of the IRC.

The Holders of Class 2 Genera Unsecured Claims are may receive only a partial
distribution of their Allowed Claims. Whether the Holder of such Claims will recognize aloss, a
deduction for worthless securities or any other tax treatment will depend upon facts and
circumstances that are specific to the nature of the holder and its Clams. Accordingly, the
Holders of Class 2 Genera Unsecured Claims should consult their own tax advisors.

C. Reservation of Rights.

This tax section is subject to change (possibly substantially) based on subsequent
changes to other provisions of the Plan. The Debtors and their advisors reserve the right to
further modify, revise or supplement this Article X111 and the other tax related sections of the
Plan up to ten (10) days prior to the date by which objections to Confirmation of the Plan must
be filed and served.

D. I nfor mation Reporting and Backup Withholding.

All distributions to Holders of Claims under the Plan are subject to any applicable
tax information reporting and withholding. Under U.S. federal income tax law, interest,
dividends and other reportable payments may, under certain circumstances, be subject to
“backup withholding” at the then applicable withholding rate (currently 28%). Backup
withholding generally applies if a non-exempt holder (a) fails to furnish its social security
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number or other taxpayer identification number (“TIN”), (b) furnishes an incorrect TIN, (c) fails
to properly report interest or dividends, or (d) fails to provide certain certifications signed under
penalty of perjury. Backup withholding is not an additional tax but merely an advance payment,
which may be refunded to the extent it results in an overpayment of tax. Certain persons are
exempt from backup withholding, including, generally, corporations and financial institutions.

E. I mpor tance of Obtaining Professional Tax Assistance.

THE FOREGOING DISCUSSION ISINTENDED ONLY ASA SUMMARY
OF CERTAIN INCOME TAX CONSEQUENCES OF THE PLAN AND IS NOT A
SUBSTITUTE FOR CAREFUL TAX PLANNING WITH A TAX PROFESSIONAL. THE
ABOVE DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT
TAX ADVICE. THE TAX CONSEQUENCES ARE IN MANY CASES UNCERTAIN
AND MAY VARY DEPENDING ON A HOLDER’'S PARTICULAR CIRCUMSTANCES.
ACCORDINGLY, HOLDERS ARE URGED TO CONSULT THEIR OWN TAX
ADVISORS ABOUT THE UNITED STATES FEDERAL, STATE AND LOCAL, AND
APPLICABLE FOREIGN INCOME AND OTHER TAX CONSEQUENCES OF THE
PLAN.

X1V. CONCLUSION

The Debtors recommend acceptance of the Plan, and urges Holders of Claims
who are entitled to vote upon the Plan, to accept the Plan by returning the ballot(s) enclosed
herewith indicating such acceptance in atimely manner.

December 15, 2011 MICROBILT CORPORATION
CL VERIFY, LLC, DEBTORS

By:_/d/ Walter Wojciechowski
Walter Wojciechowski
President and CEO
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EXHIBIT A

Debtors Plan of Reorganization
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EXHIBIT B

Financial Projections

[TO BE PROVIDED WITHIN 10 DAYSIN ADVANCE OF THE DISCLOSURE
STATEMENT HEARING]
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EXHIBIT C

Liquidation Analysis

[TO BE PROVIDED WITHIN 10 DAYSIN ADVANCE OF THE DISCLOSURE
STATEMENT HEARING]
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EXHIBIT D

Order Approving Disclosure Statement

[TO BE PROVIDED]
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EXHIBIT E
List of the Non-Debtor Subsidiaries

MicroBilt Merchant Services, Inc., Delaware corporation
MicroBilt Leasing Corp., Delaware corporation

MicroBilt Assurance Corp., Delaware corporation
MicroBilt Financia Services, Corp., Delaware corporation
MicroBilt Collection Agency, Inc., Delaware corporation
Consolidated Credit Bureau, Inc., Delaware corporation
MicroBilt, SRL, Romania corporation

ComplyTrag, LLC, Delaware limited liability company
DataFax, Inc., South Carolina corporation

Pay Rent, Build Credit, Inc., Maryland corporation
IDeserveCredit, LLC, Delaware limited liability company
MicroBilt UK Limited, UK Corporation

CL Verify Credit Solutions, LLC, Florida limited liability company

CL Verify Consumer Services, LLC f/k/aCL Verify Consumer Solutions, LLC, Florida limited
liability company

Intellidash, LLC f/k/a CL Verify Processing Solutions, LLC, Florida limited liability company

FIData, Inc. (adivision of MicroBilt)

Integra Information (a divison of MicroBilt)
MergTech (adivision of MicroBilt)

Profit Systems Software (adivision of MicroBilt)
Credit Data Systems, Inc. (adivision of MicroBilt)
Eclectic Data Systems, Inc. (adivision of MicroBilt)
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