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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MASSACHUSETTS

In re:
Chapter 11
QVL PHARMACY HOLDINGS, INC., Case No. 15-14983-FJB

Debtor

N N N N N N N

DISCLOSURE STATEMENT FOR
QVL PHARMACY HOLDINGS, INC. CHAPTER 11
PLAN OF REORGANIZATION

QVL Pharmacy Holdings, Inc., the Debtor and the Debtor-in-Possession herein (the
“Debtor”), hereby provides this Disclosure Statement pursuant to 11 U.S.C. §1125(b) in order to
disclose information deemed by the Debtor to be material, important and necessary for its
Creditors and holders of Equity Interests to make a reasonable and informed decision in
evaluating the Debtor’s Chapter 11 Plan of Reorganization (the “Plan”). A copy of the Plan is
attached hereto as Exhibit A.

THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT HAS
BEEN PROVIDED BY THE DEBTOR BASED UPON ITS KNOWLEDGE OF ITS
FINANCIAL AFFAIRS. EXCEPT AS OTHERWISE EXPRESSLY INDICATED, SUCH
INFORMATION HAS NOT BEEN SUBJECT TO AUDIT OR INDEPENDENT REVIEW.
ALTHOUGH GREAT EFFORT HAS BEEN MADE TO BE ACCURATE, THE DEBTOR
DOES NOT WARRANT THE ACCURACY OF THE INFORMATION CONTAINED
HEREIN.

PLEASE READ THIS DISCLOSURE STATEMENT CAREFULLY. IT CONTAINS
INFORMATION THAT MAY BEAR UPON YOUR DECISION TO ACCEPT OR REJECT
THE CHAPTER 11 PLAN OF REORGANIZATION DATED JUNE 7, 2016. THE DEBTOR
BELIEVES THAT THIS PLAN IS IN THE BEST INTEREST OF THE CREDITORS AND
HOLDERS OF EQUITY INTERESTS AND IS FAIR AND EQUITABLE. THE DEBTOR
URGES THE VOTER TO VOTE TO ACCEPT THE PLAN. THE DEBTOR BELIEVES THAT
THE PLAN WILL MAXIMIZE THE RETURN TO CREDITORS AND HOLDERS OF
EQUITY INTERESTS ON THEIR CLAIMS.

This Disclosure Statement summarizes the Plan and also provides information
concerning the events leading up to the Debtor’s submission of the Plan which the Debtor
believes is relevant in making a determination concerning the merits of the Plan, but does not
purport to be a complete description of each provision of the Plan. Creditors and parties-in-
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interest are urged, therefore, to read the Plan in its entirety. If any inconsistency exists
between the Plan and this Disclosure Statement, the terms of the Plan shall control.

Certain capitalized terms used throughout this Disclosure Statement are defined in Article
IT of the Plan. Unless defined elsewhere herein or in the Plan, other capitalized terms shall have
the meaning ascribed to such terms in the Bankruptcy Code or the Bankruptcy Rules and shall be
construed in accordance with the rules of construction thereunder.

ARTICLE 1
INTRODUCTION
This Disclosure Statement relates to the Plan filed by the Debtor on June 7, 2016.

The Debtor believes that the contents of this Disclosure Statement are complete and
accurate and it has made a careful effort to be accurate in all material aspects; however, except
where expressly indicated, the information contained in this Disclosure Statement has neither
been subject to, nor is the result of, a certified audit. Accordingly, the Debtor is not able to
warrant or represent that the information is certifiably accurate.

The Debtor reserves the right to amend, modify, or supplement the Plan at any time
before the confirmation of the Plan, provided that such amendment or modifications do not
materially alter the treatment of, or distributions to, holders of Claims and Equity Interests under
the Plan.

Approval of the legal adequacy of this Disclosure Statement by the Bankruptcy Court is
not a certification by the Bankruptcy Court as to the truth or accuracy of the factual matters that
are contained in this Disclosure Statement.

The Confirmation and effectiveness of the Plan are subject to material conditions
precedent, some of which may not be satisfied. There can be no assurance that those conditions
will be satisfied. The Debtor presently intends to seek to consummate the Plan and to cause the
Effective Date to occur. There can be no assurance, however, as to whether or when the
Effective Date actually will occur. Procedures for the distribution of Cash pursuant to the Plan,
including matters that are expected to affect the timing of the receipt of distributions by holders
of Claims and Equity Interests in certain classes, could affect the amount of distributions
ultimately received by such holders.

ARTICLE II

CIRCUMSTANCES GIVING RISE TO THE FILING OF THE
CHAPTER 11 PETITION AND DEVELOPMENTS DURING THE CASE

A. The Debtor’s Business. Prior to the Petition Date, the Debtor operated a chain of retail
pharmacies in Texas and Louisiana specializing in hard-to-find medications (including controlled
medications) and dispensing written prescriptions. By December 31, 2014, the Debtor had closed
or sold all of its operating pharmacies and now has a plan to develop its intellectual property and
knowhow into a software product for sale or license to retail pharmacies. The Debtor seeks to
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reorganize in order to seek relief from certain of its unpaid liabilities and thus, a clean-up of its
Balance Sheet from the liabilities that had been incurred.

B. Events leading to the Debtor’s Bankruptcy.

(1)

(2)

Beginning on or about year-end 2012, there was substantial doubt that the Debtor
could continue as a going concern, and thus, a substantial likelihood that the
Debtor could be liquidated by its creditors. At that time, the Debtor was
sustaining operating losses of about $200,000 per month with no ability to
mitigate such losses without new cash investment into the company. The Debtor’s
senior debt was due to mature by mid-2013 and the Debtor had no prospect of
repaying the debt from its working capital or refinancing the debt with a third
party lender. In February 2013, the Debtor was recapitalized and the following
actions were taken: (i) all senior debt that the Debtor had issued in 2011 was
restructured in a series of amended notes (the “2011 Notes”); and (ii) new senior
secured debt was funded by the holders of the 2011 Notes (the “2013 Notes”).

Over the course of 2013, the Debtor’s business continued to suffer significant
losses in its cash flow as a result of delays in payment by insurance companies
and governmental agencies along with the significant paperwork processing
problems associated with its market niche in controlled drugs. As a result, the
decision was made in 2013 to downsize the Debtor’s operations by closing or
selling its operating pharmacies. By December 31, 2014, the Debtor had closed or
sold all of its operating pharmacies. The purchaser of two of the pharmacies
(which were sold in 2013) brought a lawsuit against the Debtor (and others) in
late 2014 in state court in Texas (the “Texas Lawsuit”). The Texas Lawsuit is
discussed in further detail in section D below. The costs of defending the Texas
Lawsuit have dramatically increased the Debtor’s obligations, and four of the
plaintiffs in the Texas Lawsuit, have each filed proofs of claim in this Chapter 11
case (Claim Nos. 29-32). The Debtor has filed an Adversary Complaint and
Objection to Claim #s 29-32 as more fully described below in section C(9). The
Debtor seeks relief of some of its liabilities under the Plan.

C. Developments in the Chapter 11 Case.

(1)

2)

)
(4)

)

On December 29, 2015, the Debtor filed a voluntary petition under Chapter 11 of
the Bankruptcy Code.

The Debtor retained The Gordon Law Firm LLP as its counsel to assist in the
administration and prosecution of this Chapter 11 Case.

No Official Committee of Unsecured Creditors was appointed in this case.

On January 12, 2016, the Debtor filed its Statement of Financial Affairs and
Schedules.

The Debtor has reviewed potential avoidance actions, including preferential
transfers, and identified assets available for creditors.
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The Debtor has negotiated with White Winston Select Asset Funds LLC, the
Debtor’s senior secured creditor (“White Winston”), and has obtained its
agreement as to the following:

(a) a limited release of all liens held by White Winston on all of the Debtor’s
pre-Petition Date Accounts Receivable to allow the Debtor to use the
proceeds from these Accounts Receivable to fund the payments to be
made under the Plan;

(b) the transfer of all such Accounts Receivable to a Trust to be created for the
benefit of all General Unsecured Creditors under the Plan (the
“Liquidating Trust”), and White Winston also agreed to permit the Debtor
to include those unpaid amounts due from the customers of the Debtor’s
former Dallas, Texas pharmacy which had been sold to a third party in
2014 under a transaction financed by White Winston and which
obligations have been foreclosed by White Winston;

(c) a payment to the Liquidating Trust to be made by White Winston on or
about the date of the first anniversary of the Confirmation Date equal to
the difference between (i) fifteen percent (15%) of the Accounts
Receivable, and (ii) the amount of Accounts Receivable collected by the
Liquidating Trust by that date (but in no event shall the payment exceed
One Hundred Thousand Dollars ($100,000) (the “Floor Payment”)); and

(d) exit funding of $250,000 to be extended by (i) the holder of the Allowed
Class 1B Interests to the Debtor under the terms of either an existing or a
new Credit Facility on the Effective Date; and (ii) the holders of the
Equity Interests to fund the payment of the Debtor’s post-petition
obligations, the Administrative Expenses, the Allowed Priority Claims of
the Case, the Reorganized Debtor’s operations going forward, and the
Debtor’s development of a software product based upon the Debtor’s
intellectual property (the “Exit Funding”).

By an order from this Court, March 15, 2016 had been fixed as the deadline by
which all Creditors, governmental units included, must have filed Proofs of Claim

or be barred from asserting claims against the Debtor and its Estate. The March
15, 2016 bar date has passed..

The Debtor has reviewed its intellectual property and developed its business plan
to utilize the intellectual property to develop and then bring a software product to
market.

On June 6, 2016 the Debtor filed an Adversary Complaint and Objection to Claim
#s 29-32 against Asclepius Panacea, LLC, Asclepius Panacea GP, LLC, Daily
Pharmacy, LLC, Daily Pharmacy GP, LLC and Toth Enterprises II, P.A. d/b/a/
Victory Medical Center (the “Texas Plaintiffs”). This is an action for breach of
contract and indemnification by the Debtor arising out of the Texas Plaintiffs’
contractual agreements to indemnify the Debtor and its affiliates and
representatives and a breached contractual total limitation of liability.
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D. The Texas Lawsuit. The Debtor has filed a Notice of Removal in the United States
Bankruptcy Court for the Western District of Texas and a Motion to Transfer Venue to the
United States Bankruptcy Court for the District of Massachusetts. The Texas Plaintiffs have filed
a Motion for Remand and Abstention and an Opposition to the Debtor’s Motion to Transfer. The
foregoing motions are scheduled for hearing in the United States Bankruptcy Court for the
Western District of Texas on June 15, 2016. The Debtor filed an Adversary Complaint against
the Texas Plaintiffs, which includes objections to Proofs of Claim Nos. 29-32. The Debtor’s
claims against the Texas Plaintiffs in the adversary proceeding are based on indemnification
clauses (the “Indemnification Clauses”) contained in that certain Partnership Interests Purchase
Agreement and that certain Transition Services Agreement, both dated December 31, 2014.
Pursuant to the Indemnification Clauses, the Texas Plaintiffs are responsible for any legal fees
borne by the Debtor in both defending the Texas Lawsuit and in addressing any issues that arise
in the Debtor’s bankruptcy as a result of the Texas Lawsuit. Furthermore, if the Debtor is
ordered to pay damages to the Texas Plaintiffs in the Texas Lawsuit, the Texas Plaintiffs are in
fact responsible for those damages. The Texas Plaintiffs’ Proofs of Claim are based on the
claims set forth in the Texas Lawsuit, therefore the Debtor objects to these claims on the basis
that even if damages are assessed, the Texas Plaintiffs have agreed to indemnify the Debtor and
thus the Debtor cannot possibly owe the Texas Plaintiffs anything. The Debtor also seeks at
least $346,000 in accordance with monies already expended defending the Texas Lawsuit.

E. The Available Assets.

(1)  As of the Petition Date, the Debtor's assets consisted of (1) Accounts Receivable;
(2) equipment; (3) intellectual property; (4) cash and deposits; (5) equity interests
in subsidiaries; (6) real property leases; and (7) net operating loss carryforwards,
all of which are disclosed on Schedule A/B filed on January 12, 2016.

(2)  After review by the Debtor and its attorneys, it was determined that there are no
viable preferential transfer claims.

(3)  After review by the Debtor and its attorneys, it was determined that there are no
fraudulent conveyance, or other avoidance claims.

(4) The Accounts Receivable had a face value of $754,324 on the Petition Date. At
the time of the Petition Date, the Debtor also had its breach of contract and
indemnification claims against the Texas Plaintiffs. The Debtor will amend its
Schedules to state the proper amount of the Accounts Receivable as of the
Petition Date, and to add its claims against the Texas Plaintiffs.

(5) The equipment consists of office equipment, primarily computer equipment and
associated software, which has an accounting cost of $190,446. The Debtor
believes that the equipment has negligible current value due to its age and
condition.

(6)  The intellectual property consists of business methods relating to the processing
of prescriptions and screening patients and the prescribing physicians for abuses.
The Debtor has no estimate of the current value of its intellectual property, but
believes it to be of sufficient enough value that a marketable software could be



Case 15-14983 Doc 69 Filed 06/07/16 Entered 06/07/16 15:15:58 Desc Main

(7)

(8)

)

(10)

Document  Page 6 of 22

developed based on the Debtor’s business methods that would have marketability
to operating pharmacies.

The cash is collections on Accounts Receivable. The deposits are retainers with
professionals. The cash and deposits were less than $19,500 as of the Petition
Date.

The equity interests are in the Debtor’s wholly-owned subsidiaries, each of which
had been associated with a pharmacy location, but none of which presently has
any operations or assets. The Debtor attributes no value to the equity interests in
its subsidiaries.

The real property leases relate to the former locations of the Debtor's retail
pharmacies, its former corporate office and its current corporate office. The
Debtor does not believe that any of the leases are below market so there is no
value to them.

The Debtor’s net operating loss carryforwards total $13,836,687. The Debtor is
updating such figure with its preparation and filing of its tax return for the year
ended December 31, 2014.

F. The Liabilities.

(1)

2)

€)

The bar date for filing of Proofs of Claims passed on March 15, 2016. A total of
thirty-two (32) Claims were filed by twenty-eight (28) Creditors. One Creditor
(Courier Depot, Ltd.) filed a Proof of Claim after the bar date (Proof of Claim No.
33).

Priority Tax Claims: The Debtor has one (1) Priority Tax Claim totaling $100
held by the Internal Revenue Service (Claim No. 11). Carrollton—Farmers Branch
Independent School District has also filed a Proof of Claim for Priority Taxes in
the amount of $4,117.40 for Ad Valorem taxes (Claim No. 13) based on personal
property not owned by the Debtor. The Debtor intends to object to this Proof of
Claim on the following bases: (1) the taxes are in fact owed by a subsidiary of the
Debtor, not the Debtor itself; and (2) the value of the Estate’s interest in the
property against which this Claim was assessed was, on the Petition Date, zero.
Therefore under Section 502(b)(3) of the Bankruptcy Code, this Claim should be
Disallowed.

Secured Claims: The Debtor has four (4) Creditors holding Secured Claims
totaling $6,663,099.00. The Debtor’s Secured Claims are held by White Winston
(as agent for the noteholders or lenders) (Claim Nos. 20-22) and Iron Mountain
Information Management, LLC (holding an $875 Secured Claim) (Claim No. 28).
The Debtor intends to object to the Proofs of Claim for Secured Claims for Ad
Valorem taxes (based on personal property not owned by the Debtor) filed by the
following Creditors: Richardson Independent School District ($3,143.57) (Claim
No. 6); Richardson Independent School District ($2,857.79) (Claim No. 7); Collin
County Tax Assessor/Collector ($6,800.03) (Claim No. 15); and Collin County
Tax Assessor/Collector ($6,800.03) (Claim No. 16). The bases for the Debtor’s
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objections to these Claims are: (1) the taxes are in fact owed by a subsidiary of the
Debtor, not the Debtor itself; and (2) the value of the Estate’s interest in the
property against which these Claims were assessed was, on the Petition Date,
zero. Therefore under Section 502(b)(3) of the Bankruptcy Code, these Claims
should be Disallowed and are not accounted for in this Plan.

Priority Claims: 3501 Severn Avenue LLC filed a Proof of Claim for a Priority
Claim for pre-petition lease payments under 11 U.S.C. s. 507(a)(3) in the amount
of $18,289.65. The Debtor plans to object to this Claim on the basis that it is not
a Priority Claim under 11 U.S.C. s. 507(a)(3) because this is not an involuntary
Chapter 11 case, and should be treated as a Class 3 General Unsecured Claim.

General Unsecured Claims: The Debtor has twenty two (22) Creditors holding
General Unsecured Claims totaling $2,349,651.06. The Debtor intends to object
to Claim Nos. 29-32 and No. 27. If those objections are successful, the total of
General Unsecured Claims would be reduced to $401,585.37. The Debtor’s
General Unsecured Claims are primarily trade Creditors who supplied goods and
services to the Debtor’s now closed retail pharmacies, and amounts due to various
professionals and others.

The amounts shown in points 2-4 above exclude any Claims listed in the Debtor’s
Schedules as contingent, disputed or unliquidated (if the Creditor holding that
Claim did not file a Proof of Claim).

The Debtor is current on all post-Petition Date operating costs including United
States Trustee Fees, and expects to retire any post-Petition Date accounts payable
or unpaid advances from White Winston on the Confirmation Date, either paid in
cash or by an advance under a new Credit Facility. Thus, no administrative
expenses are expected other than (a) the costs, fees and expenses of the Debtor’s
attorneys in an estimated amount of $110,000; and (b) any fees to the Office of
the United States Trustee.

ARTICLE IIT
THE CHAPTER 11 PLAN OF REORGANIZATION

The following section summarizes certain key aspects of the Plan; however, this summary is
not intended to comprehensively describe every aspect or component of the Plan. The Plan is
attached hereto as Exhibit A. All creditors and parties-in-interest are strongly urged to read the
Plan in its entirety, in addition to this Disclosure Statement. The Plan is the governing
document; if any inconsistency exists between the Plan and this Disclosure Statement, the terms
of the Plan will control.

A. Use of Assets.

(1)

The Plan proposes the use of the Debtor’s intellectual property assets plus
proceeds of the Exit Funding to develop a software product to be brought to
market to be licensed or sold to retail pharmacy operators.
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The Plan proposes to create a liquidating trust (the “Liquidating Trust”) to hold
and collect the Accounts Receivable for the benefit of the Unsecured Creditors.

The Plan provides for the Debtor to manage and administer the Assets. The
Debtor shall have the following powers and duties after confirmation of the Plan:

(a)

(b)

(c)

(d)

(e)

®

(2

(h)

the Debtor shall have all power and authority to manage and administer
the Assets and make distributions pursuant to this Plan and orders of the
Court;

the Debtor shall have all power and authority to engage attorneys,
accountants, and other professionals, as the Debtor determines to be
necessary for the administration of the Plan;

the Debtor shall have the power and authority to receive, collect, deposit,
and distribute any funds of or due the Estate, in accordance with this Plan;

the Debtor shall have all power and authority to seek a tax opinion or
ruling from any local, state, or federal tax authority, or from the Court
pursuant to Section 1146(e) of the Code;

the Debtor shall have all power and authority to (i) object to any Claim (ii)
seek estimation or disallowance of any Claim, or (iii) compromise or settle
any Claim;

the Debtor shall have all power and authority to abandon any property or
assets that the Debtor determines to be burdensome;

the Debtor shall have the power and authority to defend, litigate, and settle
any Causes of Action; and

the Debtor shall have the power and right to appear in, defend, or
otherwise be heard as a party in interest in (i) appeals from the
Confirmation Order and any proceedings related thereto; (ii) proceedings
related to the enforcement or interpretation of the Plan; (iii) proceedings
related to modifications or amendments to the Plan; and (iv) proceedings
relating to the allowance of claims for compensation or expenses to
Professionals.

Distributions shall be made to the following persons in the following order of
priority, with no payment being made unless and until all prior items have been

fully satisfied:
(a)  First, to the payment of Administrative Expense Claims, if any, Priority
Tax Claims, and Plan Administrative Expenses;
(b)  Second, to Class 1 Allowed Secured Claims; and
(c)  Third, to Class 2 Allowed Priority Claims.

Every six (6) months after the Confirmation Date until a Final Decree is entered,
or until otherwise ordered by the Bankruptcy Court, the Debtor shall file a written
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status report with the Court regarding the status of the administration of the
Assets and distributions under the Plan.

The availability of distributions to holders of Allowed Unsecured Claims under
the Plan is uncertain. The amount of distributions available to such holders on
account of the Accounts Receivable collection is speculative.

B. Classification of Claims. Under the Plan, claims against the Debtor are divided into
Classes. A “Class” is a category of holders of claims or interests. A claim or interest is placed in
a particular Class only to the extent that any portion of the claim or interest falls within that Class
and is classified in other Classes to the extent that any portion of the claim or interest falls within
the description of such other classes. There are four (4) Classes of claims and interests under the
Plan:

CLASS STATUS

Class 1: Secured Claims

Class 1A General Secured Claims........c.cceeveeeviieeiieeneiieesiee e Unimpaired

Class 1B White Winston Select Asset Funds LLC
As Agent for QVL Pharmacy Subsidiaries

Funding Group, LLC ......ccccooiiiiiiiiieeeeeeee e Impaired
Class 1C  White Winston Select Asset Funds LLC
As Agent for 2013 Noteholders ........ccceveeverieneenicnnenne. Impaired
Class 1D White Winston Select Asset Funds LLC
As Agent for 2011 Noteholders ........ccceveevevieneenicnnenne. Impaired
Class 2: Priority ClalmS ......cecovvieeiieeeiieesieeesieeesieeeiveeeareeeseeeeseeessseeensneeens Unimpaired
Class 3: General Unsecured Claims..........cceevveeeiieniieeieeniieeieeniee e e Impaired
Class 4: EQUItY INEETESES......eeeeurieeieeeeiieeeiieesieeeeieeeiteeenteeeveeeeveeesareeensseeens Impaired

C. Treatment of Claims. Set forth below is the treatment of Claims proposed by the
Debtor in the Plan:

(1)  Unclassified Allowed Administrative Expense Claims

(a) Non-Classification. Allowed Administrative Expense Claims against the
Debtor are not classified for the purposes of voting on or receiving
distributions under the Plan.

(b)  Treatment. Under the Plan, all Administrative Expense Claims shall be
paid in full, in Cash, in such amounts as (a) are incurred in the ordinary
course of business by the Debtor pursuant to the normal business terms
between the parties; (b) are Allowed by the Bankruptcy Court upon the
later of the Effective Date, the date upon which there is a Final Order
allowing such Administrative Expense Claim or any other date specified
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in such order; or (c) may be agreed upon between the holder of such
Administrative Expense Claim and the Debtor. Such Administrative
Expense Claims shall include undisputed costs incurred in the operation of
the Debtor's businesses after the Petition Date and fees due to the United
States Trustee pursuant to 28 U.S.C. § 1930.

Professional Fees. Under the Plan, all Professionals seeking an award by
the Bankruptcy Court of professional fees, or of compensation for services
rendered, or reimbursement of expenses incurred through and including
the Confirmation Date under Sections 503(b)(2), 503(b)(3), 503(b)(4) or
503(b)(5) of the Bankruptcy Code, (a) shall file their respective final
applications for allowances of compensation for services rendered and
reimbursement of expenses incurred through the Confirmation Date within
ten (10) days after the Confirmation Date; and (b) if granted such an
award by the Bankruptcy Court, shall be paid in full in such amounts as
are allowed by the Bankruptcy Court (i) on the later of the Effective Date
or the date such Administrative Expense Claim becomes an Allowed
Administrative Expense Claim, or as soon thereafter as is practicable; or
(i1) upon such other terms as may be mutually agreed upon between such
holder of an Allowed Administrative Expense Claim and the Debtor. The
Debtor may pay Plan Administrative Expenses upon receipt of an invoice,
therefore, without the need for further Bankruptcy Court authorization or
entry of a Final Order. If the Debtor and any Person cannot agree on the
amount or timing of payment of Plan Administrative Expenses to be paid
to such Person, such amount or timing shall be determined by the
Bankruptcy Court.

(2) Priority Tax Claims.

(2)

(b)

(c)

Non-Classification. Allowed Priority Tax Claims against the Debtor are
not classified for the purposes of voting on or receiving distributions under
the Plan..

Creditors: There is one (1) Priority Tax Claim totaling $100 held by the
Internal Revenue Service. Carrollton—Farmers Branch Independent
School District has also filed a Proof of Claim for a Priority Taxes in the
amount of $4,117.40 for Ad Valorem taxes (Claim No. 13). The Debtor
intends to object to this Proof of Claim on the following bases: (1) the
taxes are in fact owed by a subsidiary of the Debtor, not the Debtor itself;
and (2) the value of the Estate’s interest in the property against which this
Claim was assessed was, on the Petition Date, zero. Therefore under
Section 502(b)(3) of the Bankrtupcy Code, this Claim should be
Disallowed.

Treatment: Under the Plan, all Allowed Priority Tax Claims shall be paid
in full, in Cash in the amounts approved by the Court on the Effective
Date.

10
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Class 1A: Allowed Secured Claims - Unknown Secured Creditor

(2)

(b)

(©)

Impairment and Voting. Class 1A is Unimpaired by the Plan.
Consequently, each holder of an Allowed Class 1A Secured Claim shall
not be entitled to vote to accept or reject the Plan.

Class 1A Creditors: Iron Mountain Information Management, LLC holds a
$875 Secured Claim (Claim No. 28). The Debtor intends to object to the
Proofs of Claim for Secured Claims for Ad Valorem taxes filed by the
following Creditors: Richardson Independent School District ($3,143.57)
(Claim No. 6); Richardson Independent School District ($2,857.79)
(Claim No. 7); Collin County Tax Assessor/Collector ($6,800.03) (Claim
No. 15); and Collin County Tax Assessor/Collector ($6,800.03) (Claim
No. 16). The bases for the Debtor’s objections to these Claims are: (1) the
taxes are in fact owed by a subsidiary of the Debtor, not the Debtor itself;
and (2) the value of the Estate’s interest in the property against which
these Claims were assessed was, on the Petition Date, zero. Therefore
under Section 502(b)(3) of the Bankruptcy Code, these Claims should be
Disallowed.

Treatment. A holder of an Allowed Class 1A Secured Claim shall receive
either a cash payment equal to the amount of the Allowed Class 1A
Secured Claim, or the property securing such Allowed Secured Claim, at
the Debtor's option, to be made not later than ten (10) days after the
Effective Date.

Class 1B: Allowed Secured Claims - White Winston, as Agent for QVL

Pharmacy Subsidiaries Funding Group, LLC

(a)

(b)

(©)

(d)

Impairment and Voting Class 1B is Impaired by the Plan. Consequently,
each holder of an Allowed Class 1B Secured Claim shall be entitled to
vote to accept or reject the Plan.

Class 1B Creditor: White Winston, as Agent for QVL Pharmacy
Subsidiaries Funding Group, LLC holding a Secured Claim in the amount
of $1,459,925.88 (Claim No. 20).

Treatment A holder of an Allowed Class 1B Secured Claim shall receive
its Pro Rata Share of a $5 million note secured by a lien on all of the
Reorganized Debtor's property to be issued by the Debtor on the
Confirmation Date under the Credit Facility.

Estimated Distribution Allowed Class 1B Secured Claims shall be paid
no cash, so the estimated distribution is a thirty-three percent (33%) senior
(1* position) participatory interest in the $5 million note under the Credit
Facility.

Class 1C: Allowed Secured Claims - White Winston, as Agent For 2013

Noteholders

11
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Impairment and Voting Class 1C is Impaired by the Plan. Consequently,
each holder of an Allowed Secured Claim shall be entitled to vote to
accept or reject the Plan.

Class 1C Creditor: White Winston, as Agent for 2013 Noteholders_holding
a Secured Claim in the amount of $1,862,047.17 (Claim No. 21).

Treatment A holder of an Allowed Class 1C Secured Claim shall receive
its Pro Rata Share of a $5 million note secured by a lien on all of the
Reorganized Debtor's property to be issued by the Debtor on the
Confirmation Date under the Credit Facility.

Estimated Distribution Allowed Class 1C Secured Claims shall be paid
no cash, so the estimated distribution is a sixty-seven percent (67%) junior
(2“0l position) participatory interest in the $5 million note under the Credit
Facility.

(6) Class 1D: Allowed Secured Claims - White Winston, as Agent for 2011

Noteholders

(2)

(b)

(©)

(d)

Impairment and Voting Class 1D is Impaired by the Plan. Consequently,
each holder of an Allowed Secured Claim shall be entitled to vote to
accept or reject the Plan.

Class 1D Creditor: White Winston, as Agent for 2011 Noteholders,
holding a $3.340.251.11 Secured Claim (Claim No. 22).

Treatment A holder of an Allowed Class 1D Secured Claim shall receive
the full amount due, calculated as of the Petition Date, under the 2011
Note held by such holder, paid by the Debtor’s issuance of that number of
shares of Reorganized Debtor’s common stock to such holder, with such
Reorganized Debtor’s common stock issued at the same price per share
paid by each holder of an Equity Interest in the funding of the Equity Exit
Funding.

Estimated Distribution Allowed Class 1D Secured Claims shall be paid
no cash, but paid in full in the form of shares of the Reorganized Debtor’s
common stock.

(7)  Class 2: Allowed Priority Claims

(2)

(b)

Impairment and Voting.  Class 2 is Unimpaired by the Plan.
Consequently, each holder of an Allowed Priority Claim shall not be
entitled to vote to accept or reject the Plan.

Class 2 Creditors: The Debtor does not believe there will be any Allowed
Priority Claims. 3501 Severn Avenue LLC filed a Proof of Claim for a
Priority Claim for pre-petition lease payments under 11 U.S.C. s.
507(a)(3) in the amount of $18,289.65. The Debtor plans to object to this
Claim on the basis that it is not a Priority Claim under 11 U.S.C. s.
507(a)(3) because this is not an involuntary Chapter 11 case. This Claim
should be treated as a Class 3, General Unsecured Claim.
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Treatment. A holder of an Allowed Priority Claim (to the extent there are
any) shall receive a cash payment equal to the amount of such Allowed
Priority Claim.

(8)  Class 3: Allowed General Unsecured Claims

(a)

(b)

(©)

(d)

Impairment and Voting Class 3 is Impaired by the Plan. Consequently,
each holder of an Allowed Class 3 General Unsecured Claim shall be
entitled to vote to accept or reject the Plan.

Treatment A holder of an Allowed Class 3 General Unsecured Claim
shall receive a Pro Rata Share of distributions from the Liquidating Trust.

Class 3 Creditors: The Creditors included in Class 3 (along with the
amount of their Claims and Claim numbers) are listed on a table attached
hereto as Exhibit C. The Debtor intends to object to Claim Nos. 29-32 and
No. 27. 1If the Debtor’s objections are successful, the total of General
Unsecured Claims would be reduced to $401,585.37.

Estimated Distribution Allowed Class 3 Unsecured Claims will be paid a
Pro Rata Share of an estimated $113,150 distribution. The foregoing
estimate is based on a fifteen percent (15%) recovery by the Liquidating
Trust on the Accounts Receivable (15% of $754,324).

(9) Class 4: Equity Interests

(2)

(b)

(©)

Impairment and Voting Class 4 is Impaired by the Plan. Consequently,
each holder of an Equity Interest shall be entitled to vote to accept or
reject the Plan.

Treatment Each holder of an Equity Interest that had been outstanding on
the Petition Date shall be offered the opportunity to tender its Pro-Rata
Share of the Equity Exit Funding, paid in consideration of additional
shares of the Reorganized Debtor’s common stock to be issued to such
holder on the Confirmation Date at $0.10 per share. Regardless of
whether such holder tenders its Pro-Rata Share of the Equity Exit Funding,
the holder shall retain its Equity Interest that had been outstanding on the
Petition Date. If one or more Equity Interest holders choose not to tender,
then all other Equity Interest holders who had tendered shall be provided
written notice and shall have the right to tender for the non-tendering
Equity Interest holders on a first come/first served basis.

Estimated Distribution Holders of Equity Interests shall not receive any
property distribution under the Plan, rather those holders of Equity
Interests who properly and timely tender their Pro Rata share of the Equity
Exit Funding shall retain their Equity Interests that had been outstanding
on the Petition Date and receive additional shares of common stock priced
at $0.10 per share for their share of the Equity Exit Funding. All other
holders of Equity Interests who did not participate in the funding of the
Equity Exit Funding shall retain their Equity Interests that had been
outstanding on the Petition Date.
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ARTICLE 1V

CONFIRMATION PROCEDURES

A. Restrictions on Solicitation of Votes. No information concerning the Debtor or any of
its assets or liabilities has been authorized by the Court to be disseminated in connection with the
solicitation of acceptances or rejections of the Plan other than as set forth in this Disclosure
Statement. No party has been authorized to solicit acceptances or rejections of the Plan other
than the Debtor. Any inducements to secure acceptance or rejection of the Plan other than as
contained in this Disclosure Statement should not be relied upon by creditors in voting on the
Plan. Any such information or inducement should be reported immediately to the Debtor for
further action as may be appropriate before the Court.

B. Classes Entitled to Vote. There are four (4) Classes of Claims and Equity Interests
under the Plan. Classes 1B through 1D, Classes 3A through 3C, and Class 4 are entitled to vote
to accept or reject the Plan.

C. Voting on the Plan. In order to vote on the Plan, each holder of a Claim in the Classes
of Claims entitled to vote, whose Claim has been allowed under Bankruptcy Code Section 502 or
Rule 3018 or by order of Bankruptcy Court, should complete the enclosed Ballot and return the
original ink copy of it to the following address so that it is received by 4:30 p.m. on or before ___

,2016:

Mr. Robert P. Mahoney

Chief Restructuring Officer

QVL Pharmacy Holdings, Inc. Debtor-in-Possession
929 White Plains Road; Suite #305

Trumbull, CT 06611

Facsimile: (203) 549-0592

Email: rmahoney@hillcrestco.com

Only those Ballots returned in a timely manner and properly completed will be counted
in determining whether a particular class of creditors has accepted or rejected the plan.

D. Confirmation Hearing. Pursuant to Section 1128 of the Bankruptcy Code, the Court

has scheduled a hearing to consider Confirmation of the Plan (the “Confirmation Hearing”) on

, 2016, at a.m., and has directed that notice thereof be transmitted to all

parties in interest. The Confirmation Hearing will be held before the Honorable Frank J. Bailey,

United States Courthouse, 5 Post Office Square, Boston, Massachusetts. The Court has directed

that objections, if any, to Confirmation of Plan shall be filed and served on or before ,
2016.

The Confirmation Hearing may be adjourned from time to time by the Court without
further notice other than by announcement of the next adjourned date at the Confirmation
Hearing or any adjourned Confirmation Hearing. At the Confirmation Hearing or any adjourned
Confirmation Hearing, the Court shall enter an order confirming the Plan if sufficient
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acceptances thereof have been received by creditors entitled to vote on the Plan and if all other
statutory requirements have been satisfied.

E. Acceptances Necessary for Confirmation.

(1)

2)

Impaired Classes of Claims. With respect to any Class of Claims which is

Impaired and entitled to vote, such Class of Claims shall have accepted the Plan if
it is accepted by at least two-thirds (2/3) in amount and more than one-half (1/2)
in number of the Allowed Claims of such Class that vote on the Plan.

Cramdown.

(a)

(b)

(c)

(d)

If any Impaired Class entitled to vote shall not accept the Plan by the
requisite statutory majorities provided in Sections 1126(c) or 1126(d) of
the Bankruptcy Code, as applicable, or if any impaired Class is deemed to
have rejected the Plan, the Debtor reserves the right (a) to undertake to
have the Bankruptcy Court confirm the Plan under Section 1129(b) of the
Bankruptcy Code; and (b) to amend the Plan to the extent necessary to
obtain entry of the Confirmation Order. If all of the requirements of
Section 1129(a) of the Bankruptcy Code are met other than the acceptance
of the Plan by each Class of Impaired Claims or Interests, the Court, on
the request of the Debtor, shall confirm the Plan pursuant to Section
1129(b) of the Bankruptcy Code if the Plan does not discriminate unfairly
and is fair and equitable with respect to each Impaired Class that has not
accepted the Plan. This ability of the Court to confirm the Plan
notwithstanding the existence of one or more dissenting Impaired Classes
has periodically been referred to as the “cram down” power.

In addition to a determination that the Plan does not discriminate unfairly
and is fair and equitable with respect to each dissenting Impaired Class,
exercise of the cram down power requires that at least one Impaired Class
accepts the Plan. The determination of whether at least one class has
accepted the Plan must be made without including the acceptance of an
“insider” of the Debtor as that term is defined under Section 101(31) of
the Bankruptcy Code.

The requirement that a plan not “discriminate unfairly” means, among
other things, that a dissenting class must be treated substantially equally
with respect to other classes of equal rank. The Debtor believes that Plan
does not unfairly discriminate against any Impaired Class that may not
accept or otherwise consent to the Plan.

The Debtor believes that under the Plan, (1) all Impaired Classes are
treated in a manner which is consistent with the treatment of other similar
classes; and (2) no Class will receive payments or property with an
aggregate value greater than the sum of the Allowed Claims in such class.
The Debtor believes that Plan does not discriminate unfairly as to any
Impaired Class.
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F. Rejection of Contracts and Leases. The Plan constitutes a motion by the Debtor to
reject, as of the date immediately preceding the Petition Date, all previously unrejected
executory contracts and unexpired leases to which the Debtor is a party. Any executory contracts
or unexpired leases (other than Insurance Policies) which (a) have not expired by their own terms
on or prior to the Confirmation Date; (b) have not been assumed and assigned or rejected with
the approval of the Bankruptcy Court on or prior to the Confirmation Date; or (¢) are not the
subject of a motion to assume or reject the same which is pending at the time of the Confirmation
Date, shall be deemed rejected by the Debtor on the Confirmation Date, and the entry of the
Confirmation Order by the Bankruptcy Court shall constitute approval of such rejections
pursuant to Sections 365(a) and 1123 of the Bankruptcy Code.

G. Provisions Regarding Injunction and Release.

(1)

2)

)

Injunction Relating to the Plan. As of the Effective Date of the Plan, all
persons who have held, hold or may hold Claims against any of the Debtor,
whether arising prior to or subsequent to the Confirmation Date, or who
have held, hold or may hold interests acquired on or before the date of this
Order, shall be permanently enjoined from taking any of the following action
with respect to such Claims or interests by (a) commencing, conducting or
continuing in any manner, directly or indirectly, any suit, action or other
proceeding of any kind against any of the assets of this Estate being
administered under the Plan; (b) enforcing, levying, attaching, collecting or
otherwise recovering by any manner or means, whether directly or
indirectly, any judgment, award, decree or order against any of the assets of
this estate being administered under the Plan; (c) creating, perfecting or
otherwise enforcing in any manner, directly or indirectly, any encumbrance
of any kind against any asset of this estate being administered under the
Plan; (d) asserting any set-off, right of subrogation or recoupment of any
kind, directly or indirectly, against any obligation due the Debtor, any of its
assets, and (e) proceeding in any manner in any place whatsoever that does
not conform to or comply with the provisions of the Plan or this Order;
provided however, that nothing in this section will in any way limit the
ability of a holder of a Claim or interest to take action to enforce the
provisions of the Plan.

Release: Releasor Parties shall be deemed to forever release, waive and discharge
each of the Released Persons from any and all claims, obligations, rights, suits,
damages, Causes of Action, remedies and liabilities whatsoever, whether known
or unknown, foreseen or unforeseen, existing or hereafter arising, in law, equity or
otherwise, that the Releasor Party, as the case may be, would have been legally
entitled to assert in its own right (whether individually or collectively) or on
behalf of a holder of any Claim or Interest or other Person or Entity.

Limited Releases By the Debtor. Except as otherwise specifically provided in this
Plan, as of the Effective Date, for good and valuable consideration, the adequacy
of which is hereby confirmed, the Debtor in its individual capacity and as the
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Debtor-in-possession shall be deemed to forever release, waive and discharge
each of the Released Persons from any and all claims, obligations, rights, suits,
damages, Causes of Action, remedies and liabilities whatsoever, whether known
or unknown, foreseen or unforeseen, existing or hereafter arising, in law, equity or
otherwise, that the Debtor would have been legally entitled to assert in its own
right (whether individually or collectively) or on behalf of a holder of any Claim
or interest or other Person or Entity, based in whole or in part upon any act or
omission, fact, representation, transaction, agreement, event or other occurrence
taking place on or before the Effective Date other than claims or liabilities arising
out of or relating to (a) any act or omission of a Released Person that constitutes
(1) a failure to perform the duty to act in good faith, with the care of an ordinarily
prudent person and in a matter the Released Person reasonably believed to be in
the best interest of the Debtor (to the extent such duty is imposed by applicable
non-bankruptcy law); or (ii) such failure to perform constitutes willful misconduct
or reckless, or gross negligence.

ARTICLE V

THE LIQUIDATING TRUST

Upon entry of the Confirmation Order, the Holders of Claims in Classes 1B through 1D
shall transfer all of their rights to the Accounts Receivable to the Liquidating Trust and White
Winston, as agent for such Holders, shall effect such transfer.

The Liquidating Trust shall be created as an entity under Massachusetts law and Chris
Dugan, Esq. of the law firm of Cady & Dugan, P.C. (111 Main Street; 2nd Floor, Suite 2, P.O.
Box 2341, Brattleboro, VT 05303. Telephone: (802) 251-0099) shall serve as the sole Trustee of
the Liquiding Trust (the “Trustee”). The Trustee of the Liquidating Trust shall have authority to
retain professionals, including attorneys and accountants, and pay their reasonable fees and costs
from the Liquidating Trust’s assets. The Trustee of the Liquidating Trust shall have authority to
compromise any of the Accounts Receivable and sell all or any part of the Accounts Receivable.

On or about the date of the first anniversary of the Confirmation Date, White Winston
shall pay the Floor Payment to the Liquidating Trust.

The Liquidating Trust shall file an annual report with the Debtor and such other reports
as are reasonably required for the Debtor to comply with its reporting obligations with the Court.
The Liqudating Trust may terminate upon White Winston’s payment of the Floor Payment. Upon
such termination, the remaining assets in the Liquidating Trust, if any, shall be returned to White
Winston as agent for the Holders of Claims in Classes 1B through 1D.
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ARTICLE VI

DISTRIBUTIONS

A. Distribution of Property under the Plan.

(1)

(2)

3)

Interim and Final Distributions. As soon as practicable on or after the Effective
Date, Cash shall be disbursed by the Debtor in the manner and priority set forth in
the Plan. The Debtor has the authority to make such interim distributions as it
may determine to be appropriate pending a final distribution. The Debtor shall
hold sufficient funds in reserve for distribution to holders of Claims to which an
objection has been filed. Upon entry of a Final Order resolving any objection to a
Claim, the Debtor may make any required distribution to the holder of such
Claim.

Manner of Payment under the Plan. The Cash distributions made pursuant to the
Plan shall be in U.S. dollars by checks drawn on domestic banks selected by the
Debtor.

Delivery of Distributions and Undeliverable or Unclaimed Distributions.

(a) Delivery of Distributions in General. Distributions to holders of Allowed
Claims made by check shall be distributed by first class mail, postage pre-
paid, as follows: (i) at the addresses set forth on the respective proofs of
claim filed by such holders; (ii) at the addresses set forth in any written
notices of address changes delivered to the Debtor after the date of any
related proof of claim; or (iii) at the address reflected on the Debtor's
Schedules if no proof of claim is filed and the Debtor has not received a
written notice of a change of address.

(b) Undeliverable Distributions.

(i) Holding and Investment of Undeliverable Property. If the
distribution to the holder of any Claim is returned to the Debtor as
undeliverable, no further distribution shall be made to such holder
unless and until the Debtor is notified in writing of such holder's
then current address.

(i1))  Distribution of Undeliverable Property and Failure to Claim
Undeliverable Property. Any holder of an Allowed Claim who
does not assert a claim for an undeliverable distribution held by the
Debtor within one year after the Effective Date shall no longer
have any Claim to or in such undeliverable distribution, and shall
be forever barred from receiving any distributions under the Plan.
In such cases, any property held for distribution on account of such
Claims shall be returned to or retained by the Debtor and be
deemed paid or tendered to the Debtor for redistribution under the
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Plan. Nothing contained in the Plan shall require the Debtor to
search for the holder of Claim.

(iii))  Compliance with Tax Requirements. In connection with the Plan,
to the extent applicable, the Debtor shall comply with all
withholding and reporting requirements imposed on it by any
governmental unit, and all distributions pursuant to the Plan shall
be subject to such withholding and reporting requirements.

(iv)  Setoffs. The Debtor shall set off against any Allowed Claim claims
of any nature that the Debtor may have against the holder of such
Allowed Claim; provided, however, that neither the failure to
effect such a setoff nor the allowance of any Claim against the
Debtor shall constitute a waiver or release by the Debtor of any
claim that the Debtor may possess against such holder.

ARTICLE VII

ACCEPTANCE AND CONFIRMATION

A. General Requirements.

(1) To confirm the Plan, the Bankruptcy Code requires that the Court make a series of
determinations concerning the Plan, including that (a) the Plan has classified
Claims in a permissible manner; (b) the contents of the Plan comply with the
technical requirements of Chapter 11 of the Bankruptcy Code; (c) the Debtor has
proposed the Plan in good faith; and (d) the Debtor's disclosures concerning the
Plan have been adequate and have included information concerning all payments
made or promised in connection with the Plan and the Case, as well as the identity
and affiliation of, and compensation to be paid to all insiders. The Debtor
believes that all of these conditions have been met or will be met and will seek
rulings of the Court to this effect at the hearing on Confirmation of the Plan.

(2) The Bankruptcy Code also requires that the Plan be accepted by the requisite
votes of holders of Claims, that the Plan be feasible, and that Confirmation be in
the “best interest” (absent unanimity) of the holders in each impaired Class of
Claims. To confirm the Plan, the Court must make independent findings that all
these conditions are met, even if all Classes of creditors accept the Plan by the
requisite votes. The classification, “best interests” and feasibility conditions to
Confirmation are discussed below.

B. Classification of Claims. The Bankruptcy Code requires that the Plan place each Claim
or interest in a class with other Claims or interests which are “substantially similar.” The Debtor
believes that the Plan satisfies the Bankruptcy Code's standards for appropriate classification.

C. Best Interests of Impaired Classes. Notwithstanding acceptance of the Plan by each
Impaired Class of Claims, in order to confirm the Plan, the Court must determine that the Plan is
in the “best interests” of creditors. The “best interests” test requires a finding that the Plan will
provide to each member of each Impaired Class of Claims and interests property of a value, as of
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the Effective Date of the Plan, at least equal to the amount such member would receive or retain
if the Debtor were to be liquidated under Chapter 7 of the Bankruptcy Code. The Debtor submits
that the Plan provides a recovery to Impaired Classes that is equal to or greater than the amount
each Class member would receive as a result of liquidation under Chapter 7 of the Bankruptcy
Code. In the event that the Case were converted to a Chapter 7 liquidation, the additional costs
arising from the appointment of a trustee unfamiliar with the Debtor and the proceedings in this
case would impose significant administrative expenses upon the Estate, including the trustee's
fees.

D. Feasibility. As a condition to the Confirmation, the Bankruptcy Code generally requires
that Confirmation is not likely to be followed by Chapter 7 liquidation or the need for further
financial reorganization. This requirement is referred to as the feasibility test of Section
1129(a)(11) of the Bankruptcy Code. As stated above, White Winston has agreed to (1) a limited
release of all liens held by White Winston on all of the Debtor’s pre-Petition Date Accounts
Receivable; and (2) the transfer of all such Accounts Receivable to the Liquidating Trust, created
for the benefit of all Unsecured Creditors in the Plan. The Debtor will have access to the Exit
Funding to fund the payment of the Debtor’s post-petition obligations, the Administrative
Expenses and the Allowed Priority Claims of the Case, the Reorganized Debtor’s operations
going forward, and the Debtor’s development of a software product based upon the Debtor’s
intellectual property. In light of the foregoing, is highly unlikely that that Confirmation of this
Plan will be followed by a Chapter 7 liquidation or the need for further financial reorganization.

ARTICLE VIII

ALTERNATIVES TO THE PLAN

A. Liquidation Alternatives. If the Debtor is unable to confirm the Plan, it will liquidate in
Chapter 11 or in a forced conversion to a case under Chapter 7 of the Bankruptcy Code.

B. Liquidation Value of the Debtor’s Assets. The Debtor estimates the gross value of the
Debtor’s assets in an orderly liquidation is $87,650 after payment of the costs of such
liquidation. A liquidation analysis is attached to this Disclosure Statement as Exhibit B.

C. Total Claims. A reconciliation of the Debtor’s Schedules of Liabilities, the Proofs of
Claim filed by creditors and estimated administrative claims shows the following Claims against
the Debtor (assuming the Debtor is successful in its objections):

Administrative Claims: $110,000 (estimated by the Debtor)
Priority Tax Claim: $100

Secured Claims: $6,663,099.00

Unsecured Claims: $401,585.37

D. Plan Payments Compared to Liquidation Payments. Under the Plan, all creditors are
being paid more than such creditors would receive in a liquidation of the Debtor. With respect to
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the Allowed Secured Claims, Secured Creditors are being paid the value of their collateral. With
respect to Allowed Unsecured Claims, Unsecured Creditors are being paid a distribution which,
given that the Secured Claims have a lien on all of the Debtor’s assets, is more than General
Unsecured Creditors would get in a liquidation.

The Confirmation of the Plan is a condition to White Winston and the holders of the
Equity Interests making the Floor Payment and the Exit Funding available.

In the event of a forced liquidation, any proceeds realized from the liquidation of the
Debtor’s assets would first be used to pay the costs of collection, which the Debtor has estimated
would consume a significant amount of the gross proceeds realized in that liquidation. Once the
costs of collection have been paid, the Administrative and Priority and Secured Claims would
then be paid (in that order). Only after making the above disbursements of liquidation proceeds
could any distributions are made to general Unsecured Creditors.

The Liquidation Analysis indicates that there would be funds sufficient to pay a portion
of the Administrative Claims, but no funds would remain for any payment to the Priority Tax
Claims, the Priority Claims (if any) or the Secured Claims, and thus, no collection by the
Unsecured Class.

E. Liquidation Conclusion. Based on the foregoing, the Unsecured Creditors will receive
substantially more under the Plan because liquidation gives them nothing. Liquidation increases

administrative expenses by adding ordinary operating expenses and Chapter 7 Trustee fees and
costs. In Liquidation, there will be no assets available to pay Unsecured Creditors.

Balance of Page Left Intentionally Blank

21



Case 15-14983 Doc 69 Filed 06/07/16 Entered 06/07/16 15:15:58 Desc Main
Document  Page 22 of 22

ARTICLE IX

CONCLUSION AND RECOMMENDATION

The Debtor believes that Confirmation and implementation of the Plan is preferable to
any other alternative because it will result in greater recoveries to holders of Claims than any
alternative plan or a liquidation and distribution of the Debtor’s assets under Chapter 7 of the
Bankruptcy Code, which would likely result in lower, delayed distributions. The Debtor,
therefore, strongly recommends that Creditors vote to accept the Plan.

Respectfully Submitted,
QVL Pharmacy Holdings, Inc., Debtor
By its attorneys,

/s/ Katherine P. Lubitz

Stephen F. Gordon (BBO No. 203600)

Todd B. Gordon (BBO No. 652482)

Katherine P. Lubitz (BBO No. 679045)

The Gordon Law Firm LLP

River Place

57 River Street, Suite 206

Wellesley, MA 02481

Tel:  (617)261-0100

Fax: (617)261-0789

Email: sgordon@gordonfirm.com
tgordon@gordonfirm.com

Dated: June 7, 2016 klubitz@gordonfirm.com
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