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EASTERN DISTRICT OF PENNSYLVANIA
UNITED STATES BANKRUPTCY COURT FOR THE

IN RE:

: CHAPTER 11
Devon Health Services, Inc., s

: BANKRUPTCY NO. 13-20219 (SR)
Debtor. g

DISCLOSURE STATEMENT PURSUANT TO SECTION 1125
OF THE BANKRUPTCY CODE DESCRIBING THE PLAN OF LIQUIDATION
PROPOSED BY DEVON HEALTH SERVICES, INC.,
THE DEBTOR AND DEBTOR -IN-POSSESSION

PLEASE READ THIS DISCLOSURE STATEMENT CAREFULLY. THIS DISCLOSURE
STATEMENT CONTAINS INFORMATION THAT MAY BEAR UPON YOUR DECISION
TO ACCEPT OR REJECT THIS AMENDED PLAN OF REORGANIZATION. THE
DEBTOR BELIEVES THAT THIS AMENDED PLAN OF REORGANIZATION IS IN THE
BEST INTEREST OF THE CREDITORS AND THAT THE AMENDED PLAN IS FAIR
AND EQUITABLE. THE DEBTOR URGES THAT THE VOTERS ACCEPT THIS
AMENDED PLAN.

Dated: (y / 2 //4” Albert A. Ciardi, III, Esquire

Jennifer C. McEntee, Esquire
CIARDI CIARDI & ASTIN

One Commerce Square

2005 Market Street, Suite 1930
Philadelphia, PA 19103

T: (215) 557-3550

F: (215)557-3551

Email: aciardi@ ciardilaw.com
Email: jeranston@ciardilaw.com
Attorneys for the Debtor
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I.  INTRODUCTION

Devon Health Services, Inc., (the “Debtor”), provides this disclosure statement (the
“Disclosure Statement™) to all of its known Creditors and “Interest Holders” entitled to same
pursuant to section 1125 of the United States Code, as amended (the “Bankruptcy Code “) in
connection with the plan of liquidation (the “Plan”) filed by the Debtor. A copy of the Plan
accompanies the Disclosure Statement. The purpose of the Disclosure Statement is to provide
creditors of the Debtor with such information as may be deemed material, important and necessary in
order to make a reasonably informed decision in exercising the right to vote on the Plan. The
capitalized items used in this Disclosure Statement, if not defined herein, shall have the same
meaning as indicated in the Plan.

NO REPRESENTATION CONCERNING THE DEBTOR-IN-POSSESSION
(INCLUDING THOSE RELATING TO FUTURE OPERATIONS, THE VALUE OF
ASSETS, ANY PROPERTY, OR CREDITORS AND OTHER CLAIMS) INCONSISTENT
WITH ANYTHING CONTAINED HEREIN HAVE BEEN AUTHORIZED.

On November 22, 2013, Devon Health Services, Inc., the Debtor and Debtor-in-Possession
(the “Debtor”) commenced a bankruptcy case by filing a voluntary petition under chapter 11 of title
11 of the United States Code, as amended (the “Bankruptcy Code”) in the United States Bankruptcy
Court for the Eastern District of Pennsylvania under Case No. 13-20219(SR). Since the Filing Date,
the Debtor has continued in the operation of its business as Debtor-in-possession pursuant to

§§1107(a) and 1108 of the Bankruptcy Code.
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A. Purpose of this Document.

This Disclosure Statement summarizes what is in the Plan and tells you certain information
relating to the Plan by describing the process that the Court follows in determining whether or not to
confirm the Plan.

READ THIS DISCLOSURE STATEMENT CAREFULLY IF YOU WANT TO
KNOW ABOUT:

(1) WHO CAN VOTE OR OBJECT,

(2) THE PROPOSED TREATMENT OF YOUR CLAIM (i.e., what your claim will
receive if the Plan is confirmed), AND HOW THIS TREATMENT COMPARES TO WHAT
YOU WOULD RECEIVE IN LIQUIDATION,

(3) THE HISTORY OF THE DEBTOR AND SIGNIFICANT EVENTS DURING
THE BANKRUPTCY;

(4)  WHAT THE COURT WILL CONSIDER WHEN DECIDING WHETHER TO
CONFIRM THE PLAN,

(5)  THE EFFECT OF CONFIRMATION, AND

(6) THE FEASIBILITY OF THE PLAN.

This Disclosure Statement cannot tell you everything about your rights. You should consider
consulting your own attorney to obtain more specific advice on how this Plan will affect you and
what is the best course of action for you.

Be sure to read the Plan as well as the Disclosure Statement. Capitalized terms not otherwise
defined in this Disclosure Statement shall have the meaning ascribed to them in the Plan. The Plan

is the legally operative document regarding the treatment of Claims and Interests and the terms and
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conditions of the Debtor’s liquidation. Accordingly, to the extent that there are any inconsistencies
between the Plan and Disclosure Statement, the Plan provisions govern.

Bankruptcy Code Section 1125 requires a disclosure statement to contain “adequate
information” concerning the Plan. The term “adequate information” is defined in Bankruptcy Code
section 1125(a) as “information of a kind, and in sufficient detail, about a debtor and its operations
that would enable a hypothetical reasonable investor typical of holders of claims or interests” of the
debtor to make an informed judgment about accepting or rejecting the plan. The Bankruptcy Court
has determined that the information contained in this Disclosure Statement is adequate, and it has
approved this document in accordance with Bankruptcy Code section 1124.

This Disclosure Statement is provided to each Creditor whose Claim has been scheduled by
the Debtor or who has filed a proof of claim against the Debtor and to each interest holder of record
as of the date of approval of this Disclosure Statement. Under the Bankruptcy Code, your acceptance
of the Plan may not be solicited unless you receive a copy of this Disclosure Statement prior to or

concurrently with such solicitation.

B. Brief Explanation of Chapter 11

Chapter 11 is the principal business reorganization section of the Bankruptcy Code. Pursuant
to Chapter 11, a Debtor is permitted to reorganize its business affairs for its own benefit and that of
its creditors and other interest holders. Unfortunately, the Debtor has been unable to achieve a
resolution with its secured lender. The Debtor has also been unable to resolve its relationship with
its largest unsecured creditor. As the result of nearly two years of marketing by the Debtor’s broker,
several potential buyers showed interest, produced letter(s) of intent and/or agreement(s) of sale, and

conducted due diligence. Specifically, the Debtor filed a Sale Motion proposing to sell substantially
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all of its assets to Stratose, Inc. or an affiliate on August 11, 2014. See Docket Item 130. While this
buyer ultimately left the table, the Debtor and its broker secured several other letter(s) of intent
and/or agreements of sale. However, each of the foregoing potential sales failed to close and/or
obtain approval from the Bankruptcy Court. Therefore, rather than an unsuccessful reorganization,
the Debtor has determined that it is in the best interest of the estate and the Debtor’s creditors to
liquidate the Debtor’s assets and cease operations.
C. Disclaimers

THIS DISCLOSURE STATEMENT MAY NOT BE RELIED ON FOR ANY PURPOSE
OTHER THAN TO DETERMINE HOW TO VOTE ON THE PLAN, AND NOTHING
CONTAINED IN IT SHALL CONSTITUTE AN ADMISSION OF ANY FACT OR LIABILITY
BY ANY PARTY, OR BE ADMISSIBLE IN ANY PROCEEDING INVOLVING THE PLAN OR
OTHER LEGAL EFFECTS OF THE REORGANIZATION ON DEBTOR, HOLDERS OF
CLAIMS OR INTERESTS, OR THE REORGANIZED DEBTOR. THE STATEMENTS
CONTAINED IN THIS DISCLOSURE STATEMENT ARE MADE AS OF THE DATE HEREOF
AND THE STATEMENTS AND REPRESENTATIONS CONTAINED HEREIN ARE MADE
SOLELY BY OR AT THE INSTANCE OF PLAN PROPONENT.

NO REPRESENTATIONS CONCERNING THE PLAN ARE AUTHORIZED BY THE
PLAN PROPONENT OTHER THAN AS SET FORTH IN THIS DISCLOSURE STATEMENT.
THE PLAN PROPONENT DOES NOT WARRANT OR PRESENT THAT THE INFORMATION
CONTAINED HEREIN IS WITHOUT ANY INACCURACY.

CERTAIN OF THE INFORMATION PROVIDED, BY ITS NATURE, IS FORWARD

LOOKING, CONTAINS ESTIMATES AND ASSUMPTIONS WHICH MAY PROVE TO BE
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FALSE OR INACCURATE AND CONTAINS PROJECTIONS WHICH MAY BE MATERIALLY
DIFFERENT FORM ACTUAL FUTURE EXPERIENCES. SUCH ESTIMATES AND
ASSUMPTIONS ARE MADE FOR INFORMATIONAL PURPOSES ONLY. PLEASE NOTE
THAT THE APPROVAL OF THIS DISCLOSURE STATEMENT BY THE BANKRUPTCY
COURT DOES NOT CONSTITUTE A RULING ON THE MERITS, FEASIBILITY OR
DESIRABILITY OF THE PLAN.

IL. VOTING PROCEDURE

The Bankruptcy Court reviewed this Disclosure Statement and entered an Order determining
that these documents contained “adequate information™ such that creditors can meaningfully evaluate
the Plan. A copy of the Order approving the Disclosure Statement is attached. Only after creditors
have had an opportunity to vote on the Plan will the Court consider the Plan and determine whether
it should be approved or confirmed.

All creditors entitled to vote on the Plan may cast its vote for or against the Plan by

completing, dating, signing and causing the Ballot Form accompanying this Disclosure Statement to

be returned to the following address in the enclosed envelope:

ALBERT A. CIARDI, I, ESQUIRE
JENNIFER C. McENTEE, ESQUIRE
Ciardi Ciardi & Astin
One Commerce Square
2005 Market Street, Suite 3500
Philadelphia, PA 19103

BALLOTS MUST BE RECEIVED ON OR BEFORE 5:00 P.M. ON ,2016

TO BE COUNTED IN THE VOTING. BALLOTS RECEIVED AFTER THIS TIME WILL NOT
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BE COUNTED IN THE VOTING UNLESS THE COURT SO ORDERS. THE DEBTOR

RECOMMENDS A VOTE “FOR ACCEPTANCE” OF THE PLAN.

A. Persons Entitled to Vote on Plan

Only the votes of classes of Claimants and Interest holders which are impaired by the Plan are
counted in connection with confirmation of the Plan. Generally, and subject to the specific
provisions of Section 1124 of the Bankruptcy Code, this includes creditors who, under the Plan, will
receive less than payment in full of its Claims.

In determining the acceptance of the Plan, a vote will only be counted if submitted by a
creditor whose claim is duly scheduled by either of the Debtor as undisputed, non-contingent and
unliquidated, or who has timely filed with the Court a proof of claim which has not been objected to
or disallowed prior to computation of the votes on the Plan. The Ballot Form does not constitute a
proof of claim. If you are in any way uncertain if your Claim has been correctly scheduled, you may
check the Debtor’ Schedules which are on file in the Bankruptcy Court, but it is suggested that you
file a proof of claim. The Clerk of the Bankruptcy Court will not provide this information by

telephone.

B. Hearing on Confirmation

The Bankruptcy Court will set a hearing to determine whether the Plan has been accepted by
the requisite number of creditors and whether the other requirements for confirmation of the Plan
have been satisfied. Each creditor will receive, either with this Disclosure Statement or separately,

the Bankruptcy Court’s Notice of Hearing on Confirmation of the Plan.
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C. Acceptances Necessary to Confirm Plan

At the scheduled confirmation hearing, the Bankruptcy Court must determine, among other
things, whether the Plan has been accepted by each impaired class. Under Section 1126 of the
Bankruptcy Code, an impaired class is deemed to have accepted the Plan if at least 2/3 in amount and
more than 1/2 in number of the Allowed Claims of class members who have voted to accept or reject
the Plan have voted for acceptance of the Plan. Further, unless there is acceptance of the Plan by all
members of an impaired class, the Bankruptcy Court must also determine that under the Plan class
members will receive property of a value, as of the Effective Date of the Plan, that is not less than the
amount that such class members would receive or retain if the Debtor were liquidated under Chapter
7 of the Bankruptcy Code on the Effective Date of the Plan.

D. Confirmation of the Plan without the Necessary Acceptances

The Plan may be confirmed even if it is not accepted by all of the impaired classes if the
Bankruptcy Court finds that the Plan, (1) does not discriminate unfairly against such class or classes,
(2) such class or classes will receive or retain under the Plan not less than the amount the Claimant
would receive if the Debtor were liquidated under Chapter 7; and (3) is fair and equitable as to such
class or classes as set forth in section 1129(b) of the Bankruptcy Code. Section 1129(b) of the
Bankruptcy Code requires that, among other things, the Claimants must either receive the full value
of its Claims or, if they receive less, no class with junior priority may receive anything. If the class
of Unsecured Claims does not accept the Plan and the Plan does not propose to pay the class its
Allowed Claims in full, no junior class may retain its equity interest, unless the shareholders
contribute new money related to its participation in equity. In short, this provision provides that

creditors are entitled to priority over stock holders against the property of an insolvent corporation, to
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the extent of its debts. The stockholder’s interest in the property is subordinate to the rights of the
creditors; first of secured and then of unsecured creditors.
The Debtor-in-Possession may, at its option, choose to rely upon this provision to seek

confirmation of the Plan if it is not accepted by an impaired class or classes of Creditors.

III. BACKGROUND OF THE DEBTOR

A. Company History and Cause of Bankruptcy

Devon Health Services, Inc. was founded in 1991 as a radiology-specific Preferred
Provider Organization (“PPO”). A preferred provider organization (hereinafter “PPO™) is a
subscription-based medical care arrangement. A membership allows a substantial discount below
the regularly charged rates of the designated professionals partnered with the organization. PPOs
earn money by charging an access fee to the insurance company or similar entity for the use of
their network (unlike the usual insurance with premiums and corresponding payments paid either
in full or partially by the insurance provider to the medical doctor). The PPO then negotiates with
providers to set fee schedules, and handle disputes between insurers and providers. PPOs can
also contract with one another to strengthen their position in certain geographic areas without
forming new relationships directly with providers. This will be mutually beneficial in theory, as
the insurer will be billed at a reduced rate when its insureds utilize the services of the "preferred”
provider and the provider will see an increase in its business as almost all insureds in the
organization will use only providers who are members. PPOs have gained popularity in the past
decade because, although they tend to have slightly higher premiums than HMOs and other more
restrictive plans, they offer patients more flexibility overall. Other features of a preferred
provider organization generally include utilization review, where representatives of the insurer or

administrator review the records of treatments provided to verify that they are appropriate for the
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condition being treated rather than largely or solely being performed to increase the amount of

reimbursement due. The Debtor was a party to the following categories of contracts (the

“Contracts”) as they relate directly to its operation of a PPO:

a.

Contracts with Healthcare Organizations utilizing the Debtor’s Products
(75): Contracts between the Debtor and Third Party Administrators, Insurance
Companies, and other various healthcare organizations that use the Debtor’s PPO
Network arrangements and/or other partner networks throughout the country.

Contracts with Vendors for Services (including network access and operational
support) (20): Contracts between the Debtor and other provider networks,
operational vendors, and information technology companies. These vendor
contracts allow the Debtor’s clients to access other PPO Networks in various
regions of the United States, provide operational support to the Debtor’s day to
day business such as claim processing, Electronic Data Interchange (“EDI”) file
exchanges and other data/IT needs.

Contracts with Hospitals (330): Contracts with health systems and independent
hospitals, throughout Pennsylivania, New Jersey and Delaware, for access to the
primary Devon Health Services, Inc. network product. Amendments may exist to
allow for access into additional network products. These agreements are utilized
by Third Party Administrators, Insurance Companies and other various healthcare
organizations.

Contracts with Ancillary Care Providers (2,816): Contracts with ancillary care
facilities and providers, throughout Pennsylvania, New Jersey and Delaware, for
access to the primary Devon Health Services, Inc. network product. Amendments
may exist to allow for access into additional network products. These agreements
are utilized by Third Party Administrators, Insurance Companies and other
various healthcare organizations.

Contracts with Groups of Physicians (994): Contracts with large provider
practices, unaffiliated with a hospital based health system located throughout
Pennsylvania, New Jersey and Delaware, for access to the primary Devon Health
Services, Inc. network product. Amendments may exist to allow for access into
additional network products. These agreements are utilized by Third Party
Administrators, Insurance Companies and other various healthcare organizations.

Contracts with Individuals and Physicians (52,300): Direct individual provider
agreements in Pennsylvania, New Jersey and Delaware for access to the primary
Devon Health Services, Inc. network product. Amendments may exist to allow
for access into additional network products. These agreements are utilized by
Third Party Administrators, Insurance Companies and other various healthcare
organizations.

10
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An example of a contract from any of the foregoing categories will be provided upon request.
Further, the Debtor assumed the foregoing contracts by order of the Court on March 26, 2014.
See Docket Item 94,

The Debtor built a network of physicians and a client group to access that network, including
third-party administrators, insurance companies, Taft-Hartley/labor funds, and other self-funded
payers. The Debtor has been able to facilitate its goal of providing quality healthcare at low costs
through partnerships with networks in other states such as Ohio and New York and by growing to
become the largest privately-owned PPO network in the Northeast. The Debtor owns and operates
its PPO network in Pennsylvania, New Jersey and Delaware.

The Debtor was built on a PPO platform using a regional marketing plan with two main
strategies: connectivity and exclusive marketing arrangements. The Debtor has developed an
intricate connection with many payors who utilize the Debtor’s PPO network through its EDI
connectivity. The Debtor’s ability to adapt to each of these different EDI Platforms has allowed
it to leverage this talent and customization to retain a significant portion of the current business.
The Debtor has also grown through exclusive marketing agreements with larger payer partners.

Since April 2009, the Debtor and several of its insiders, officers and affiliates have been
involved in litigation with Itochu International Inc. This litigation has been costly and highly
time consuming. Together with this litigation, the Debtor and several of its insiders, officers and
affiliates have been involved in ongoing negotiations concerning loan modifications and
forbearance periods with one of the Debtor’s secured creditors. The Itochu litigation taken
together with the ongoing negotiations with one of the Debtor’s secured creditors and passing

issues with management of the Debtor all led to the filing of the above-captioned chapter 1.

11
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As previously stated, the Debtor and Itochu International Inc. (“Ttochu™) have been unable
to resolve their differences and the Itochu claim against the Debtor in the amount of
$7.451,646.23. Moreover, the Debtor’s secured lender, Wilmington Savings Fund Society, FSB
(“WSFS”) alleges it is still owed approximately $10,790,655.02 as of August 29, 2016 and has a
blanket lien on all of the Debtor’s assets, as well as the assets of several affiliates and
individuals, up to the amount of its claim. On November 5, 2015 the Debtor and Itochu entered
into a Stipulation and Consent Order granting Itochu leave, standing and authority to prosecute,
negotiate or litigate the Insider Actions, as that term is defined in the Stipulation and Consent
Order, at Itochu’s option, including standing to take all actions Itochu determines in its sole
discretion are necessary or appropriate in connection with the prosecution, settlement or litigation
of the Insider Actions. The Stipulation and Consent Order further provides that any and all
recoveries from the Insider Actions shall be for the benefit of the Debtor’s estate, subject to
payment of any court-approved expenses and legal fees of Itochu in connection with the pursuit
of the Insider Actions. See Stipulation and Consent Order attached hereto as Exhibit “A” and
identified as docket item 287,

In a further effort to make a substantial payment to WSFS, cut costs and bring funds into
the Debtor’s estate, the Debtor filed a motion seeking approval of the Termination Agreement
with MMO, as that term is defined in the Motion and consequent Order Granting Motion for
Approval of Settlement Agreement, and the Court entered an Order approving the same on
January 29, 2016. See Exhibit “B” hereto and identified as docket item 337. The Order
Granting Motion for Approval of Settlement Agreement provides that all amounts payable by
MMO to the Debtor under the Settlement Agreement shall be paid directly to WSFS, as secured

creditor, other than $45,000 carve-out for the fees of Ciardi Ciardi & Astin and Michael H.

12



Case 13-20219-sr Doc 383 Filed 09/08/16 Entered 09/08/16 12:54:47 Desc Main
Document  Page 13 of 32

Kaliner, Esq. Finally, WSFS and Itochu entered into a Stipulation and Consent Order on January
29, 2016 whereby WSFS agreed to pay out of its own funds the amount of $25,000 to the
unsecured creditors of the Debtor (excluding WSFS itself). WSFS further agreed to waive its
right to receive any payment on account of its claims against the Debtor from the first $125,000
paid or to be paid to unsecured creditors of the Debtor on account of their unsecured claims from
the proceeds of any action brought by or on behalf of the Debtor and/or its bankruptcy estate,
including, without limitation, the Insider Actions. See Exhibit “C” hereto and identified as
docket item 338.

Finally, on April 8, 2016, the Debtor filed a Motion for the Authorization of a Private
Sale of Assets free and clear of liens, claims and encumbrances as well as the Assignment of
certain Contracts (the “Sale Motion”). See Docket Item 362. The Sale Motion provides for the
sale of the Debtor’s assets to the Buyer for $25,000 (the “Purchase Price”) was approved at a sale
hearing held on April 27, 2016 at 1:30 p.m. The Sale Order was signed and entered upon the

docket on April 27, 2016. The Sale of the Debtor’s assets subsequently closed on May 1, 2016.

B. Liquidation of the Debtor

The Debtor’s assets were sold to the Buyer on May 1, 2016. The sale proceeds
less any closing costs have been turned over to WSFS. ITOCHU will manage the Insider

Litigation together with the Liquidation Agent.

C. Management of the Debtor
The Debtor wili continue to be managed by Dr. John A. Bennett with the Liquidation

Agent, Michael Kaliner, Esq.

13
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D. Significant Events during the Bankruptcy

a. Bankruptcy Proceedings

i.

e
.

iv.

vi.

vii.

viii.

ix.

x.

Chapter 11 Voluntary Petition filed on November 22, 2013.

Schedules A through H and Statement of Financial Affairs filed on

December 23, 2013.

Order Granting Debtor’s Application to Employ Ciardi Ciardi &

Astin as Counsel is signed and entered upon the docket on January 8,

2014.

Order Granting Debtor’s Motion for Authority to assume certain
Contracts is signed and entered upon the docket on March 12,2014,
Amended Order Granting Debtor’s Motion for Authority to Assume
certain Contracts is signed and entered upon the docket on March 26,
2014 is signed and entered upon the docket on March 26, 2014.

Order Granting Application to Employ Griffin Financial Group, LLC

as Investment Banker to the Debtor is signed and entered upon the

docket on May 7, 2014.

The Sale Motion is filed by the Debtor on or about August 11, 2014,
Michael Kaliner is appointed Sales Examiner by order of the Court on
August 4, 2015. See Docket Item 266.

The Debtor and Itochu entered into a Stipulation and Consent Order
on November 5, 20135 resolving prosecution of the Insider Actions.

The Court granted the Debtor’s Motion to Approve a Settlement and

Termination Agreement with MMO on January 29, 2016.

14
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xi. WSFS and Itochu entered into a Stipulation and Consent Order

resolving mutual claims to the MMO Settlement monies and potential
proceeds from the prosecution of the Insider Actions.
xii. The Debtor operated with consensual use of cash collateral from the
Petition Date through and including the date of the Plan,
xiii. The Debtor filed the Sale Motion on April 8, 2016. A hearing is
scheduled for April 27, 2016.
xiv. The Bankruptcy Court granted the Sale Motion and entered the Sale
Order upon the docket on April 27, 2016.
XV. The Sale of the Debtor’s assets closed on May 1, 2016.
b. Actual and Projected Recovery of Preferential or Fraudulent Transfers.
The Debtor believes that no preferential transfer actions will be filed. However, pursuant to
the Stipulation and Consent Order with Itochu, Itochu has been granted authority and standing to
prosecute the Insider Actions as that term is defined in the Stipulation and Consent Order.

E. Post Bankruptcy Operations

Since the Filing Date, the Debtor has filed all operating reports and has paid all required fees
to the United States Trustee. The Debtor will continue to file all reports and pay all fees as they

become due.

IV. SUMMARY OF LIQUIDATING PLAN

A. What Creditors and Interest Holders Will Receive Under the Proposed Plan.
The Plan classifies Claims and Interests in various classes. The Plan states whether each
class of Claims or Interests is impaired or unimpaired. The Plan provides the treatment each class

will receive. The following is a brief summary of the Plan and is qualified in its entirety by the full

15
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text of the Plan itself. The Plan, if confirmed, will be binding upon the Debtor, its creditors and

shareholders. All creditors are urged to carefully read the Plan.

B. Unclassified Claims.

Certain types of Claims are not placed into voting classes. They are not considered Impaired
and they do not vote on the Plan because they are automatically entitled to specific treatment
provided for them in the Bankruptcy Code. As such, the Proponent has not placed the following
Claims in a class:

1. Administrative Expenses and Fees. Administrative expenses are Claims for
fees, costs or expenses of administering the Debtor chapter i1 cases which are allowed under the

Bankruptcy Code section 507(a)(1), including all professional compensation requests pursuant to

section 330 and 331 of the Bankruptcy Code.
i Time for Filing Administrative Claims

The holder of an Administrative Claim, other than (i) a Fee Claim or (ii) a liability incurred
and paid in the ordinary course of business by the Debtor, must file with the Bankruptcy Court and
serve on the Debtor and its counsel, notice of such Administrative Claim within (30} days after the
Confirmation Date. Such notice must include at minimum (i) the name of the holder of the Claim,
(i) the amount of the Claim and (iii) the basis of the Claim. Failure to file this notice timely and
properly shall result in the Administrative Claim being forever barred and discharged. Subcontractors

and suppliers providing work on Debtor property are deemed to hold Administrative Claims incurred

in the ordinary course of business.

16
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ii. Time for Filing Fee Claims

Each professional person or creditor who holds or asserts an Administrative Claim that is a
Fee Claim incurred before the Effective Date shall be required to file with the Bankruptcy Court a
fee application within sixty (60) days after the Effective Date provided, however, that any Fee Claim
for compensation or reimbursement of costs contingent on the results of the Insider Litigation need
not be filed until sixty days after the entry of a final judgment in the Insider Litigation. Failure to file
the fee application timely shall result in the Fee Claim being forever barred and discharged.

iii. Allowance of Administrative Claims

An Administrative Claim with respect to which notice has been properly filed pursuant to
Section 4.1 (a) the Plan shali become an Allowed Administrative Claim if no objection is filed after
thirty (30) days lapses from the filing and service of notice of such Administrative Claim. If an
objection is filed within such (30) day period, the Administrative Claim shall become an Allowed
Administrative Claim only to the Extent allowed by Final Order.

iv. Payment of Allowed Administrative Claim

Each holder of an Allowed Administrative Claim shall receive (i) the amount of such
holder’s Allowed Claim upon the Effective Date, (ii) such other treatment as may be agreed upon in
writing by the Debtor and such holder as long as no payment is made thereon prior to the Effective
Date so long as such modification of treatment made by the Debtor and any holder of an allowed
administrative claim does not impair any other class, or (iii) as may be otherwise ordered by the
Court, provided that an Administrative Claim representing a liability incurred in the ordinary course

of business by the Debtor may be paid in the ordinary course of business.

17
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v. Professionals Fees Incurred After the Effective Date

Any professional fees incurred by the Debtor after the Effective Date must be approved by
the Debtor and, thereafter, paid. Neither Bankruptcy Court approval, nor consent of creditors whose
claims may be impaired by the payment of post-confirmation Professional Fees, is required. Any
dispute which may arise with regard to professional fees after the Effective Date shall be submitted
to the Bankruptcy Court, which shall retain jurisdiction to settle these types of disputes.

745 Priority Tax Claims Priority Tax Claims are certain unsecured income,
employment and other taxes described by Bankruptcy Code section 507(a)8). The Bankruptcy
Code requires that each holder of such a section 507(a)(8) Priority Tax Claim receive the present
value of such Claim in one lump sum if the claim is ultimately allowed after any objection by the
Debtor is litigated to conclusion or settled.

[The remainder of this page is intentionally left blank.]
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C. Treatment of Classes of Claim

The Plan divides Claims and Interests into various separate classes. Under the Plan, there are
three (3) separate classes of creditors (classes 1 through 3) and one class of Interest Holders (Class
4), who hold the membership interest of the Debtor.

Class 1. Secured Claim of WSFS. Class | is impaired. The Class 1 creditor holds a
pre-petition secured claim in the original, aggregate principal amount of $15,568,550.29. WSFS,
the Debtor and the Debtor’s affiliates and insiders are parties to various agreements, instruments and
other documents pursuant to which WSFS made various loans, extensions of credit and other
financial accommodations available to the Debtor and the Debtor’s affiliates and insiders (the
“Obligations”). The Obligations are payable by JABMD, LLC (“JABMD"), the Debtor, Devon
International, Inc., Yonge Street Ormond Beach, LLC, Oakwell Distribution, Inc., John A. Bennett,
Nance Dirocco (collectively, the “Original Obligors™). As of August 29, 2016, WSFS holds a pre-
petition secured claim and alleges that claim is in the aggregate principal amount of $8,013,650 and
interest in the amount of $2,777,005.02 with fees and expenses to be determined for a total pre-
petition secured claim of $10,790,655. The holder of the Class I secured claim will receive the
following treatment:

A. Treatment
WSFS has already received $25,000 representing the proceeds of the sale of the
Debtor’s assets that closed on May |, 2016 and has received and continues to receive 100% of the
collections from the accounts of the Debtor as of May 1, 2016. WSFS has already received the
proceeds of the MMO Termination Agreement identified as docket item 338 (the “Settlement

Order”). WSFS will also receive a deferred pro-rata portion of the proceeds of the Insider Litigation
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in accordance with and subject to the limitations provided in the Stipulation and Consent Order
attached hereto as Exhibit “C” less the administrative carveout of $45,000 provided for in the
Settlement Order and the Class 2 carveout of $25,000 provided for in the Settlement Order.
Class 2. Unsecured Claims. Class 2 is Impaired. The class 2 claim holders will share,
on a pro rata basis, the $25,000 carveout provided by WSFS pursuant to the Settlement Order
attached hereto as Exhibit “C” as well as (with Class 1) the proceeds obtained by Itochu
International Inc. as a result of its prosecution of the Insider Litigation. The treatment and
consideration to be received by holders of Class 2 Allowed Claims shall be in full settlement,
satisfaction, release and discharge of their respective Claims and Liens against the Debtor.

Class 3. Interest Holders. Class 3 is impaired. All existing membership interests in

the Debtor shall be extinguished upon Confirmation.

D. Estimation of Distribution to Unsecured Creditors

The Debtor’s Schedule F lists $8,031,970.55 in unsecured debt. This figure
includes a $7,451,645 judgment held by creditor Itochu International Inc. that is collateralized by
the property of other individuals and debtor affiliates as well as the Debtor. This figure does not
include any deficiency claims of WSFS. The Debtor proposes to pay out to the unsecured
creditors a carve-out, from the WSFS/Itochu Settlement, of $25,000 and any proceeds from the
successful prosecution of the Insider Actions as well as any proceeds from the sale of the
Debtor’s Assets once the Class 1 creditor has been paid in full.

E. Implementation of the Plan
l. Possession of Assets. The Debtor shall liquidate all of its property and assets

through the Plan.
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2. General Management. The day-to-day operational, business and financial
affairs of the Liquidating Debtor shall be managed and controlled by the Liquidation Agent who at
all times shall act to implement the Plan with the sole goal of maximizing the Distributions to
Claimants under the Plan. The Liguidation Agent may be the named Plaintiff for all causes of action
brought by or on behalf of the Debtor. The Liquidation Agent shall have all of the powers, rights and
duties of the Debior to settle or prosecute all such causes of action subject at all times to consultation
with and the approval of, not to be unreasonably withheld, ITOCHU.

V. PROVISIONS GOVERNING DISTRIBUTIONS, DISCHARGE
AND GENERAL PROYVISIONS

A. Distributions

The Liquidation Agent shall have the sole and exclusive right to make the distributions
required by the Plan.

1. Delivery of Distributions

Distributions and deliveries to holders of Allowed Claims will be made at the addresses set
forth on the proofs of claim filed by the holders (or at the last known address). If any holder’s
distribution is returned as undeliverable, no further distributions to the holder will be made unless
and until the Liquidation Agent is notified of the holder’s then current address, at which time ail
missed distribution will be made to the holder without interest. After one year from the payment
date all unclaimed property will become property of the Reorganized Debtor, and the Claim of any

holder with respect to such property will be discharged and forever barred.
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2. Means of Cash Payment
Cash payments made pursuant to the Plan will be in United States funds, by check drawnon a
domestic bank or by wire transfer from a domestic bank. All cash distributions will be made by the

Liquidation Agent.

3. Time Bar to Cash Payments

Checks issued by the Debtor in payment of Allowed Claims will be null and void if not
cashed within ninety (90) days of the date of its issuance. Requests for re-issnance of any check shall
be made to the Liguidation Agent by the holder of the Allowed Claim to which the check originally
was issued. Any Claim relating to a voided check must be made on or before the later of (i) the First
anniversary of issuance, or (ii) ninety (90) days after the date the check was voided. After that date,
all Claims relating to a voided check will be discharged and forever barred and shall be revested in
the Reorganized Debtor.

4. Setoffs

The Debtor may, but will not be required to, set off against any Claim and the payments to be
made pursuant to the Plan in respect of the Claim, any Claims of any nature whatsoever the Debtor
may have against the Claimant, but neither the failure to do so nor the allowance of any Claim
hereunder will constitute a waiver of release by the Debtor of any such claim the Debtor may have
against such Claimant.

5. De Minimis Distributions

No cash payment of less than twenty-five dollars ($25.00) will be made by the Liquidation

Agent to any creditor unless a request is made in writing to the Reorganized Debtor to make such a

payment by the Effective Date of the Plan.

)
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6. Saturday, Sunday or Legal Holiday

If any payment or act under the Plan is required to be made or performed on a date that is not
a Business Day, then the making of such payment or the performance of such act may be completed
on the next succeeding Business Day, but will be deemed to have been completed as of the required
date.

B. Confirmation/Miscellaneous

I. Except as may be otherwise provided herein, upon the Confirmation Date, all
Claims against the Debtor and Debtor-in-Possession shall be satisfied, discharged and released in full;
and all holders of Claims and Creditors shall be precluded from asserting against the Debtor, its
assets, properties or interest held by it, any other future Claim based upon any transaction or
occurrence of any nature that occurred prior to the Confirmation Date.

2. Upon confirmation, title to all assets and properties whatsoever of the Debtor
and the Debtor-in-Possession shall be retained by and revested in the Liquidation Agent free and clear
of Claims, Liens, encumbrances, security and equitable interests, except as may be otherwise provided
by this Plan. The order confirming the Plan shall be a judicial determination of the discharge of the
liabilities of a Claim against the Debtor and Debtor-in-Possession, except only as may be otherwise
provided for in this Plan. Confirmation of the Plan shall satisfy all Claims arising out of any Claim
settled and satisfied under the terms of the Plan.

3. After the Effective Date, the Liquidation Agent shall be entitled to wind down

the operations of the Debtor without any restrictions of the Bankruptcy Code and without any

supervision of the Bankrupicy Court.
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4, Any check, including interest earned, that is unclaimed for ninety (90) days
after distribution will be deemed null and void. Requests for re-issuance of any check shall be made
to the Liquidation Agent by the holder of the Allowed Claim to which the check originally was
issued. Any Claim relating to a voided check must be made on or before the later of (i) the first
anniversary of the Effective Date, or (ii) ninety (90) days after the date the check was voided. After
that date, all Claims relating to a voided check will be discharged and forever barred and shall be
revested in the Reorganized Debtor.

5. No default shall be declared under this Plan unless any payment due under this
Plan shall not have been made within thirty (30) days after written notice to the Debtor and counsel
for the Debtor of failure to make payment when due under the Plan.

VI. EFFECTS OF CONFIRMATION

A. Discharge of Claims; Injunction

Except as otherwise expressly provided in the Plan, the entry of the Confirmation
Order shall act to, among other things, permanently enjoin all Persons who have held, hold or
may hold Claims against or Interests in the Debtor as of the Confirmation Date (a) from
commencing or continuing in any manner any action or other proceeding of any kind with respect
to any such Claim or Interest against the Debtor, (b) from the enforcement, attachment, collection
or recovery by any manner or means of any judgment, award, decree, or order against the Debtor
or the Property of the Debtor with respect to any such Claim or Interest, (¢) from creating,
perfecting or enforcing any encumbrance of any kind against the Debtor thereof, or against the
property of the Debtor with respect to any such Claim or Interest, (d) from creating, perfecting or

enforcing any encumbrance of any kind against the Debtor thereof, or against the property of the
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Debtor with respect to any such Claim or Interest, and (e) from asserting any setoff, right of
subrogation, or recoupment of any kind against any obligation due from the Debtor thereof, or
against the property of the Debtor, with respect to any such Claim or Interest. To the extent,
however, that the Debtor defaults under the terms of the Plan and such default is not cured within
ten (10) days after the Debtor and its counsel receive notice of the default as provided under
Section 8.3 of the Plan, the injunction shall be void solely to allow plan enforcement.

B. Term of Injunctions or Stays

Unless otherwise provided, all injunctions or stays provided for in Chapter 11 cases
pursuant to section 362(a) of the Bankruptcy Code or otherwise, shall remain in full force
and effect until the Effective Date at which time the injunction under section VIII(a) shall

be in force.

C. Injunction against Interference with Plan
No entity may commence or continue any action or proceeding, or perform any
act to interfere with the implementation and consummation of the Plan and the payments to be

made hereunder,

Vil. CRAMDOWN PROVISIONS AND CONFIRMATION REQUEST

In the event that sufficient votes to confirm said Plan are not received, the Debtor

requests confirmation of the Plan pursuant to the provisions to the provisions of section 1129(b) of

the Bankruptcy Code.
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VIIi. MODIFICATION OF THE PLAN

A. Pre-Confirmation Medification

At any time before the Confirmation Date, the Plan may be modified by the
Proponent, provided that the Plan, as modified, does not fail to meet the requirements of sections
1122 and 1123 of the Bankruptcy Code. In the event that there is a modification of the Plan, then the
Plan as modified shall become the Plan.

B. Pre-consummation Modification

At any time after the Confirmation Date of the Plan, but before substantial
consummation of the Plan, the Plan may be modified by the Proponent, provided that the Plan, as
modified, does not fail to meet the requirements of sections 1122 and 1123 of the Bankruptcy Code.
The Plan, as modified under this section, becomes a Plan only if the Court, after notice and hearing,
confirms such Plan, as modified, under section 1129 of the Bankruptcy Code.

C. Non-Material Modifications

At any time, the Proponent may, without the approval of the Court, so long as it does
not materially or adversely affect the interest of Creditors, remedy any defect or omission, or
reconcile any such inconsistencies in the Plan or in the Confirmation Order, as such matters may be
necessary to carry out the purposes, intent and effect of this Plan.

IX. RETENTION OF JURISDICTION

The Court shall retain jurisdiction of the case after the Confirmation Date for the
following purposes:

(a) to determine any and all objections in the allowance of claims and

amendments to schedules;
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(b) to classify the Claim of any Creditor and to re-examine Claims which have
been allowed for purposes of voting, to determine such objections as may be filed to Claims;
(c) to determine any and ail disputes arising under or in connection with the Plan,

the Sale, collection or recovery of any assets;

(d) to determine any and all applications for allowance of compensation and
reimbursement of expenses herein;

(e) to determine any and all pending applications for rejections of executory
contracts and unexpired leases and the allowance of any claims resulting from the rejection thereof or
from the rejection of executory contracts or unexpired leases pursuant to the Plan;

(M) to determine any and all applications, adversary proceedings and contested and
litigated matters pending in the case as of, or after, the Confirmation Date;

(g) to determine any and al! proceedings for recovery of payments pursuant to any

Cause of Action;

(h) to modify any provision of the Plan to the full extent permitted by the
Bankruptcy Code;

(i) to correct any defect, cure any omission or reconcile any inconsistency in the
Plan or the Confirmation Order as may be necessary to carry out the purposes intent and effect of the
Plan;

{)) to determine such other matters which may be provided for in the
Confirmation Order as may be authorized under the provisions of the Bankruptcy Code;

(k) to enforce all provisions under the Plan; and
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m to enter any order, including injunctions, necessary to enforce the terms of the
Plan, the powers of the Debtor under the Bankruptcy Code, this Plan and as the Court may deem
necessary.

X. CAUSES OF ACTION

A. Suits, Ete.

The Liquidation Agent reserves the right to initiate or continue any litigation or
adversary proceeding permitted under the Bankruptcy Code and applicable Federal Rules of
Bankruptcy Procedure with respect to any Cause of Action subject at all times to consultation with
and the approval, not to be unreasonably withheld, of ITOCHU.

B.  Powers

The Liquidation Agent shall have the right to settle, compromise, sell, assign,

terminate, release, discontinue or abandon any cause of action from time to time in his discretion.

X1I. OBJECTIONS TO CLAIMS

A. Objection to Claims

Notwithstanding the occurrence of the Confirmation Date or the Effective Date, the
ITOCHU or the Liquidation Agent may object to the allowance of any claim not previously allowed
by final order whether or not a Proof of Claim has been filed and whether or not the Claim has been
filed and whether or not the Claim has been scheduled as non-disputed, non-contingent and
liquidated. ITOCHU or the Liquidation Agent shall file all such objections on or before the 60" day
from the Effective Date of the Court’s Order.

B. Contested Claims

Notwithstanding any other provision of this Plan, a Contested Claim will be paid only

after allowance by the Court or upon stipulation of ITOCHU or the Liquidation Agent and the
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Claimant involved, as approved by the Court. If allowed, the Contested Claim will become an
Allowed Claim and shall be paid on the same terms as if there had been no dispute. The need for
resolution of Contested Claims will not delay other payments under the Plan. No distribution shall
be made to a Contested Claim until it is Allowed.
XII. CHOICE OF LAW

Except to the extent superseded by the Bankruptcy Code or other federal law, the
rights, duties and obligations arising under the Plan shall be governed by and construed and enforced
in accordance with the laws of the Commonwealth of Pennsylvania, without regard to the choice of

law rules thereof.
XIIl. EXCULPATION

Following the Effective Date, neither the Debtor nor any of the Debtor’s officers,
directors, members, employees or agents, nor any professional persons employed by any of the
foregoing parties, shall have or incur any liability or obligation to any entity for any action taken at
any time or omitted to be taken at any time in connection with or related to the formation,
preparation, dissemination, implementation, confirmation or consummation of the Plan, the
Disclosure Statement or any agreement or document created or entered into, or any action taken or
omitted to be taken in connection with the Plan or this Chapter 1 | case , except for those obligations
outlined in the treatment of the Class 1 creditor; provided, however, that the provisions of this article
shall have no effect on the liability of any entity that would otherwise result from action or omission
to the extent that such action or omission is determined in a Final Order to have constituted gross
negligence or willful misconduct; and further provided that nothing in the provisions of this article or
any other provision in the Plan shall exculpate, release, waive, settle or otherwise bar any Claim

asserted in or that could in the future be asserted in the Insider Litigation.
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XIV. MISCELLANEQUS

A. Payment of Statutory Fees

All fees payable pursuant to section 1930 of Title 28 of the United States Code, as
determined by the Court at the hearing pursuant to section 1128 of the Bankruptcy Code, will
be paid on or before the Effective Date. Moreover, all post-confirmation quarterly fees shall be paid
by the Reorganized Debtor as and when they become due until the Bankruptcy Case is closed.

B. Discharge of Debtor

The rights afforded in the Plan and the treatment of all Claims and Equity Interests in
the Plan shall be in exchange for and in complete satisfaction, discharge, and release of Claims and
Equity Interests of any nature whatsoever, including any interest accrued on such Claims from and
after the Petition Date, against the Debtor, any of its assets or properties and the Debtor’ Estate.
Except as otherwise provided in this Plan (i) on the Effective Date, all Claims against and Interests in
the Debtor will be satisfied, discharged and released in full and (ii) all Persons shall be precluded
from asserting against Debtor, its successors, or its assets or properties any other or further Claims or
Interests based upon any act or omission, transaction, or other activity of any kind or nature that
occurred before the Confirmation Date. Notwithstanding the foregoing, nothing in the Plan shall
discharge, limit, bar or otherwise affect the Claim of any creditor of the Debtor against any person or
entity other than the Debtor, whether such person or entity is independently, primarily, secondarily,
jointly, severally, or otherwise liable in common with the Debtor,

Moreover, the discharge granted by 11 U.S.C. §1141(d) is modified as to the secured
or priority tax debt provided for in this Plan, and the discharge of any secured or priority tax debt
under this Plan shall not be effective until all secured or priority taxes provided for in the Plan have

been paid in full.
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Notwithstanding the foregoing, if the Debtor is in default under the terms of the Plan,
and such default is not cured within ten (10) days after notice of the default is provided to the Debtor
and its counsel in accordance with the notice provision under Section 8.2 of the Plan, the injunction

will be void.

C. Effect of Confirmation Order

Except as provided for in this Plan, the Confirmation Order will be a judicial
determination of discharge of the Debtor from all debts that arose before the Confirmation Order
and any liability on a Claim that is determined under section 502 of the Bankruptcy Code as if such
Claim had arisen before the Confirmation Date, whether or not a proof of claim based on any such
date or liability is filed under section 501 of the Bankruptcy Code and whether or not a Claim based
on such debt or liability is allowed under section 502 of the Bankruptcy Code.

D. Severability

Should any provision in this Plan be determined to be unenforceable, that

determination will in no way limit or affect the enforceability and operative effect of any provision of

the Plan.

E. Successors and Assigns
The rights and obligations of any person named or referred to in the Plan shall be
binding upon, and shall inure to the benefit of, the successors and assigns of that Person.

F. Binding Effect

The Plan will be binding upon and inure to the benefit of the Debtor, its Creditors, the

holders of Equity Interests, and its respective successors and assigns.
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G. Governing Provisions

Where a provision of this Plan contains a summary or description of one or more
provision of any of the documents attached to the Plan as an Exhibit that conflicts or appears to
conflict with any such provision of an Exhibit, the provision of the Exhibit will govern.

H. Filing of Additional Decuments

On or before substantial consummation of this Plan, the Debtor will file with the
Court such agreements and other documents as may be necessary or appropriate to effectuate and

further evidence the terms and conditions of the Plan.

I. Withholding and Reporting Requirements

In connection with the Plan and all instruments issued and distributions made
pursuant to the Plan, the Debtor will comply with all withholding and reporting requirements
imposed by any federal, state, local or foreign taxing authority and all distributions made pursuant to

the Plan will be subject to any such withholding and reporting requirements.

. 0/
Dated: 4 / 41 DEVON HEALTH SERVICES, INC.

/stlolin A, Bennett

CIARDI CIARDI & ASTIN

/s/ Albert A. Ciardi, HI

Albert A. Ciardi, III, Esquire
Jennifer C. McEntee, Esquire
One Commerce Square

2005 Market Street, Suite 3500
Philadelphia, PA 19103
Attorneys for the Debtor and
Debtor-in-Possession
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