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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS

HOUSTON DIVISION
In re: Chapter 11
TEHUM CARE SERVICES, INC.,! Case No. 23-90086 (CML)
Debtor. Related Dkt. Nos. 1739, 1740 & 1741

NOTICE OF FILING OF THE SUPPLEMENT
TO DISCLOSURE STATEMENT FOR THE JOINT
CHAPTER 11 PLAN OF THE TORT CLAIMANTS’ COMMITTEE,
OFFICIAL COMMITTEE OF UNSECURED CREDITORS. AND DEBTOR

PLEASE TAKE NOTICE THAT on October 2, 2024, the Official Committee of Tort
Claimants appointed in the Debtor’s Chapter 11 Case (the “Tort Claimants’ Committee”), the
Official Committee of Unsecured Creditors appointed in the Debtor’s Chapter 11 Case
(the “Unsecured Creditors’ Committee”), and Tehum Care Services, Inc., the above-captioned
debtor (the “Debtor” and, together with the Tort Claimants’ Committee and the Unsecured
Creditors’ Committee, the “Plan Proponents”) filed:

° the Joint Chapter 11 Plan of the Tort Claimants’ Committee, Olfficial Committee of
Unsecured Creditors, and Debtor [Docket No. 1739] (together with all schedules
and exhibits thereto, and as may be modified, amended, or supplemented from time
to time, the “Plan”);

° the Disclosure Statement for the Joint Chapter 11 Plan of the Tort Claimants’
Committee, Official Committee of Unsecured Creditors, and Debtor [Docket
No. 1740] (together with all schedules and exhibits thereto, and as may be
modified, amended, or supplemented from time to time, the ‘“Disclosure
Statement”); and

° the Joint Motion of the Tort Claimants’ Committee, Official Committee of
Unsecured Creditors, and Debtor for Entry of Order (I) Approving Disclosure
Statement and Form and Manner of Notice of Hearing Thereon, (Il) Establishing
Solicitation Procedures, (IIl) Approving Form and Manner of Notice to Claim
Holders (IV) Approving Form of Ballots, (V) Approving Form, Manner, and Scope
of Confirmation Notices, (VI) Establishing Certain Deadlines in Connection With
Approval of Disclosure Statement and Confirmation of Plan, and (VII) Granting
Related Relief [Docket No. 1741] (the “Solicitation Procedures Motion”).

1 The last four digits of the Debtor’s federal tax identification number is 8853. The Debtor’s service
address 1s: 205 Powell Place, Suite 104, Brentwood, Tennessee 37027.
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PLEASE TAKE FURTHER NOTICE THAT:

1. The United States Bankruptcy Court for the Southern District of Texas
(the “Bankruptcy Court”) has scheduled a hearing on Wednesday, November 6, 2024, at 1:00
p.m. (Prevailing Central Time) (the “Disclosure Statement Hearing”) to consider (A) the
Solicitation Procedures Motion and whether to, among other things, (B) approve the Disclosure
Statement as containing “adequate information” within the meaning ascribed to such term in
section 1125 of'title 11 of the United States Code.

2. Attached hereto are revised clean and, where applicable, blackline versions of the
following documents:

Exhibit Document

1. Liquidation Analysis — Schedule 1 to the Disclosure Statement

2. Blackline of Liquidation Analysis

3. Form of PI/WD Trust Distribution Procedures — Exhibit B to the Disclosure
Statement (revised to address formatting issue)

4. Disclosure Statement

5. Blackline of Disclosure Statement (modified page only)

6. UCC Recommendation Letter

7. Blackline of UCC Recommendation Letter

8. Schedule 2 to Disclosure Statement

9. Blackline of Schedule 2 to Disclosure Statement

3. Copies of the Disclosure Statement, the Plan and Supplemental Documents are
available for review free of charge on the website maintained by the Solicitation Agent, Verita
Global, at https://veritaglobal.net/Tehum. Copies of the Disclosure Statement, the Plan and
Supplemental Documents are also available upon request by contacting the Solicitation Agent at
tehuminfo@veritaglobal.com or at (855) 967-0491 (Toll-Free) or +1 (301) 751-2691
(International).

(Remainder of Page Left Intentionally Blank)
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Respectfully submitted this 4th day of November, 2024.

/s/ Eric R. Goodman

David J. Molton (pro hac vice)

Eric R. Goodman (pro hac vice)

D. Cameron Moxley (pro hac vice)

Gerard T. Cicero (pro hac vice)

Meghan McCafferty (pro hac vice)

Amir Shachmurove (pro hac vice)

BROWN RUDNICK LLP

Seven Times Square

New York, NY 10036

Telephone: (212) 209-4800

Facsimile: (212) 209-4801

Email: dmolton@brownrudnick.com
egoodman@brownrudnick.com
cmoxley@brownrudnick.com
gcicero@brownrudnick.com
mmccafferty@brownrudnick.com
ashachmurove@brownrudnick.com

-and —

/s/ Michael W. Zimmerman

Michael W. Zimmerman

BERRY RIDDELL LLC

6750 E. Camelback Road, Suite #100
Scottsdale, AZ 85251

Telephone: (480) 385-2727

Email: mz@berryriddell.com

Counsel to the Tort Claimants’ Committee

/s/ Nicholas Zluticky

Nicholas Zluticky (SD TX Bar No. 3846893)
Zachary Hemenway (SD TX Bar No.
3856801)

STINSON LLP

1201 Walnut, Suite 2900

Kansas City, MO 64106

Telephone:  (816) 842-8600

Facsimile: (816) 691-3495
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Email: nicholas.zluticky@stinson.com
zachary. hemenway(@stinson.com

Counsel to the Official Committee of
Unsecured Creditors

/s/ Jason S. Brookner

Jason S. Brookner (TX Bar No. 24033684)

Micheal W. Bishop (TX Bar No. 02354860)

Aaron M. Kaufman (TX Bar No. 24060067)

Lydia R. Webb (TX Bar No. 24083758)

Amber M. Carson (TX Bar No. 24075610)

GRAY REED LLP

1300 Post Oak Boulevard, Suite 2000

Houston, Texas 77056

Telephone:  (713) 986-7127

Facsimile: (713) 986-5966

Email: jbrookner@grayreed.com
mbishop@grayreed.com
akaufman@grayreed.com
Iwebb@grayreed.com
acarson(@grayreed.com

Counsel to the Debtor and Debtor in
Possession

Certificate of Service

The undersigned hereby certifies that, on the 4th day of November 2024, he caused a true
and correct copy of the foregoing document to be served on all parties who have subscribed for
electronic notice via the Court’s CM-ECF Notification System.

/s/ Eric R. Goodman
Eric R. Goodman
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EXHIBIT 1
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Schedule 1

Liquidation Analysis
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Liquidation Analysis

Best Interests Test

Chapter 7 Liquidation

Liquidation Value
(S in thousands) Note (Unliquidated) Low High Low High

Page 3 of 14

Chapter 11 - Joint Plan

Book Value Liquidation Value
(Unliquidated) Low High Low High

Assets

1 Unrestricted Cash and Equivalents A S - 0.0% 0.0% S - S - S - 0.0% 0.0% S - S -
2 Employee Retention Credits, gross B 25,960.0 40.6% 100.0% 10,544.3 25,960.0 25,960.0 40.6% 100.0% 10,544.3 25,960.0
3 Insurance Proceeds & Third-Party Recoveries C 18,761.3 53% 53.3% 1,000.0 10,000.0 18,761.3 53% 53.3% 1,000.0 10,000.0
4 Causes of Action Proceeds D - 100.0% 100.0% - 53,000.0 - 0.0% 0.0% - 3,000.0
5 Estate Party Settlement, Including Interest E - 0.0% 0.0% - - 53,437.5 100.0% 100.0% 53,437.5 53,437.5
6 Gross Proceeds from Estate Assets $44,721.3 $11,544.3 $ 88,960.0 $98,158.8 $64,981.8 $92,397.5
7 Less: Employee Retention Credits Setoff by Priority Federal Tax Claims F $(8,239.4) $(8,239.4) $(8,239.4) $ (8,239.4)
8 Less: Employee Retention Credits - Synergi Administrative Fee (dkt 723) G (149.4) (1,148.9) (149.4) (1,148.9)
9 Chapter 7 Liquidation Costs

10 Chapter 7 Trustee Fees H $(99.1) $(2,421.6) S - S -
11 Chapter 7 Professional Fees | (1,000.0) (22,200.0) - -
12 Total Chapter 7 Liquidation Costs $(1,099.1) $ (24,621.6) $ - $ -
13 Remaining Proceeds Available for Distribution $2,056.3 $54,950.1 $56,593.0 $83,009.2
14 Budgeted Chapter 11 Administrative Costs J $(23,479.9) $(23,479.9) $(23,479.9) $(23,479.9)
15 Other Administrative Expense Claims K (900.5) (1,515.0) - -
16 DIP Facility Funding - Principal Only L 20,407.9 20,407.9 23,479.9 23,479.9
17 Incurred but Unpaid Administrative Expenses $(3,972.5) $ (4,587.0) $ - $ -
18 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs s - $50,363.1 $56,593.0 $ 83,009.2

Chapter 7 Liquidation

Estimated Claims Estimated Recovery $
(S in thousands) Note Low High Low High Low High

Chapter 11 - Joint Plan

Estimated Claims Estimated Recovery $
Low High Low High Low High

19 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs S - $50,363.1 $56,593.0 $ 83,009.2
20 Super Priority DIP Facility Obligations M $22,506.6 $22,506.6 0.0% 100.0% S - $22,506.6 $25,628.6 $25,628.6 0.0% 0.0% S - S -
21 Proceeds Available for Distribution after Super Priority Claims s - $27,856.5 $56,593.0 $83,009.2
22 Incremental Administrative Claims

23 Plan Trusts' Professional Fees N S - S - 0.0% 0.0% S - S - $ 4,000.0 $4,000.0 100.0% 100.0% $ 4,000.0 $4,000.0
24 Post-Effective Date United States Trustee Fees (0] - - 0.0% 0.0% - - 453.9 673.3 100.0% 100.0% 453.9 673.3
25 Total Administrative Claims S - $ - S - $ - $4,453.9 $4,673.3 $4,453.9 $4,673.3
26 Proceeds Available for Distribution after Administrative Claims $ - $ 27,856.5 $52,139.0 $78,335.9
27 Unclassified - Priority State Tax Claim P $302.4 $302.4 0.0% 100.0% S - $302.4 $302.4 $302.4 100.0% 100.0% $302.4 $302.4
28 Class 1 - Other Priority Claims Q 775.3 775.3 0.0% 100.0% - 775.3 775.3 775.3 100.0% 100.0% 775.3 775.3
29 Class 2 - Other Secured Claims R - - 0.0% 0.0% - - - - 0.0% 0.0% - -
30 Proceeds Available for Distribution after Priority / Secured Claims $ - $26,778.8 $51,061.3 $77,258.2
31 Class 3 - Convenience Claims S $100.5 $100.5 0.0% 100.0% S - $100.5 $100.5 $100.5 100.0% 100.0% $100.5 $100.5
32 Class 4 /5 - Non-Personal Injury General Unsecured Claims T 124,348.0 99,348.0 0.0% 15.9% - 15,840.7 100,000.0 75,000.0 24.4% 44.0% 24,395.3 33,029.8
33 Class 6/ 7/ 8- Personal Injury General Unsecured Claims U 112,253.3 67,970.0 0.0% 15.9% - 10,837.6 112,253.3 67,970.0 23.7% 64.9% 26,565.5 44,128.0
34 Class 9/ 10 - Indirect Claims \% - - 0.0% 0.0% - - - - 0.0% 0.0% - -
35 Total Class 3-10 Claims $236,701.8 $167,418.5 S - $26,778.8 $212,353.8 $143,070.5 $51,061.3 $77,258.2

36 Total Proceeds Distributed Net of Setoffs $2,149.1 $77,648.6

$56,742.4 $ 84,158.1
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Liquidation Analysis

Chapter 11 Trust Recovery Analysis

Chapter 11 - GUC Trust Chapter 11 - PI/WD Trust

Book Value Liquidation Value Book Value Liquidation Value
(S in thousands) Note (Unliquidated) Low High Low High (Unliquidated) Low High Low High
Assets
1 Unrestricted Cash and Equivalents A S - 0.0% 0.0% S - S - S - 0.0% 0.0% - -
2 Employee Retention Credits, gross B 12,980.0 40.6% 100.0% 5,272.2 12,980.0 12,980.0 40.6% 100.0% 5,272.2 12,980.0
3 Insurance Proceeds & Third-Party Recoveries C - 0.0% 0.0% - - 18,761.3 53% 53.3% 1,000.0 10,000.0
4 Causes of Action Proceeds D - 100.0% 100.0% - 1,500.0 - 0.0% 100.0% - 1,500.0
5 Estate Party Settlement, Including Interest E 26,718.8  100.0% 100.0% 26,718.8 26,718.8 26,718.8  100.0% 100.0% 26,718.8 26,718.8
6 Gross Proceeds from Estate Assets $39,698.8 $31,990.9 $41,198.8 $58,460.0 $32,990.9 $51,198.8
7 Less: Employee Retention Credits Setoff by Priority Federal Tax Claims F $(4,119.7) $(4,119.7) $(4,119.7) $ (4,119.7)
8 Less: Employee Retention Credits - Synergi Administrative Fee (dkt 723) G (74.7) (574.4) (74.7) (574.4)
9 Chapter 7 Liquidation Costs

10 Chapter 7 Trustee Fees H S - S - S - S -
11 Chapter 7 Professional Fees | - - - -
12 Total Chapter 7 Liquidation Costs s - S - S - s -
13 Remaining Proceeds Available for Distribution $27,796.5 $36,504.6 $ 28,796.5 $46,504.6
14 Budgeted Chapter 11 Administrative Costs J $(11,740.0) $(11,740.0) $(11,740.0) $(11,740.0)
15 Other Administrative Expense Claims K - - - -
16 DIP Facility Funding - Principal Only L 11,740.0 11,740.0 11,740.0 11,740.0
17 Incurred but Unpaid Administrative Expenses S - S - S - s -
18 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs $27,796.5 $36,504.6 $ 28,796.5 $46,504.6
Chapter 11 - GUC Trust Chapter 11 - PI/WD Trust
Recovery% | Estimated Recovery 3 Estimated Claims

(S in thousands) Note Low High Low High Low High Low High Low High Low High

19 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs $27,796.5 $36,504.6 $ 28,796.5 $ 46,504.6
20 Super Priority DIP Facility Obligations M $12,814.3 $12,814.3 0.0%  0.0% s - s - $12,814.3 $12,814.3 0.0%  0.0% $ - s -
21 Proceeds Available for Distribution after Super Priority Claims $27,796.5 $36,504.6 $ 28,796.5 $ 46,504.6
22 Incremental Administrative Claims

23 Plan Trusts' Professional Fees N $2,000.0 $2,000.0 100.0% 100.0% $2,000.0 $2,000.0 $2,000.0 $2,000.0 100.0% 100.0% $2,000.0 $2,000.0
24 Post-Effective Date United States Trustee Fees [0} 223.0 296.6 100.0% 100.0% 223.0 296.6 231.0 376.6 100.0% 100.0% 231.0 376.6
25 Total Administrative Claims $2,223.0 $2,296.6 $2,223.0 $2,296.6 $2,231.0 $2,376.6 $2,231.0 $2,376.6
26 Proceeds Available for Distribution after Administrative Claims $25,573.5 $ 34,208.0 $ 26,565.5 $ 44,128.0
27 Unclassified - Priority State Tax Claim P $302.4 $302.4 100.0% 100.0% $302.4 $302.4 S - S - 0.0% 0.0% S - S -
28 Class 1 - Other Priority Claims Q 775.3 775.3 100.0% 100.0% 775.3 775.3 - - 0.0% 0.0% - -
29 Class 2 - Other Secured Claims R - - 0.0% 0.0% - - - - 0.0% 0.0% - -
30 Proceeds Available for Distribution after Priority / Secured Claims $24,495.8 $33,130.2 $ 26,565.5 $ 44,128.0
31 Class 3 - Convenience Claims S $100.5 $100.5 100.0% 100.0% $100.5 $100.5 S - S - 0.0% 0.0% S - S -
32 Class 4 /5 - Non-Personal Injury General Unsecured Claims T 100,000.0 75,000.0 24.4% 44.0% 24,395.3 33,029.8 - - 0.0% 0.0% - -
33 Class 6/ 7/ 8- Personal Injury General Unsecured Claims U - - 0.0% 0.0% - - 112,253.3 67,970.0 23.7% 64.9% 26,565.5 44,128.0
34 Class 9/ 10 - Indirect Claims \% - - 0.0% 0.0% - - - - 0.0% 0.0% - -

Total Class 3-10 Claims $100,100.5 $ 75,100.5 $24,495.8 $33,130.2 $112,253.3 $67,970.0 $ 26,565.5 $44,128.0
36 Total Proceeds Distributed Net of Setoffs $27,871.2 $37,079.1 $28,871.2 $47,079.1

w
v
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Liquidation Analysis

As a condition to confirmation, section 1129(a)(7) of the Bankruptcy Code requires the
Bankruptcy Court to find that each creditor in an impaired class of creditors—i.e., Classes 3—10
under the Joint Chapter 11 Plan of the Tort Claimants’ Committee, Official Committee of
Unsecured Creditors, and Debtor (Docket No. 1739) (the “Plan”)!—has either accepted the Plan
or will receive or retain, on the Effective Date of the Plan, property on account of such claim in an
amount not less than the creditor would receive in a hypothetical Chapter 7 liquidation.

Below is a hypothetical liquidation analysis (the “Liquidation Analysis™), illustrating what
creditors would likely receive were the Debtor’s Chapter 11 case converted to a Chapter 7
liquidation on the Effective Date of the Plan.

This Liquidation Analysis compares recoveries under the Plan to hypothetical creditor
recoveries were the Debtor’s assets to be disposed of under the direction of a Chapter 7 trustee,
without the benefit of the Estate Party Settlement which is the foundation of the Plan.

On the whole, as illustrated in this Liquidation Analysis, without the benefit of the Estate
Party Settlement, administrative costs will be higher, and net distributable proceeds to creditors
would be lower. For this reason, the Debtor and the Committees, as Proponents of the Plan, believe
that creditors will achieve higher recoveries under the Plan than if the Debtor was liquidated under
Chapter 7.

1. Limitations and Key Assumptions Underlying the Hypothetical Liquidation

THE LIQUIDATION ANALYSIS PRESENTED HEREIN HAS BEEN PREPARED
SOLELY FOR THE PURPOSES DESCRIBED ABOVE AND MAY NOT BE USED FOR
ANY OTHER PURPOSE.

This Liquidation Analysis was prepared by the Plan Proponents and their respective
financial advisors and counsel. The Liquidation Analysis contains numerous estimates, based
upon a review of the Debtor’s records and other documentation. The claims that could be asserted
and allowed in a Chapter 7 liquidation, including unpaid Chapter 11 administrative claims
(including the DIP Claims, which are being fully released under the Plan pursuant to the Estate
Party Settlement, but which would not be released in a Chapter 7 liquidation), and additional
administrative claims that will be incurred by a Chapter 7 trustee and the trustee’s new
professionals, including wind-down costs and Chapter 7 trustee fees, have been estimated.

The Liquidation Analysis also includes estimates of the aggregate value of claims, by claim
class, as described in the Plan, as the Bankruptcy Court has not estimated or otherwise fixed the
total amount of Allowed Claims. Unless specifically referenced in the Notes below, the amount
of claims reflected in the Liquidation Analysis is based on the proofs of claim actually filed on or
before the general bar date, which was August 14, 2023. Therefore, the estimates of claims set

' Capitalized terms used but not otherwise defined herein shall have the meanings given to them in the

Plan.
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forth in this Liquidation Analysis should not be relied on for any other purpose, including
determining the value of the ultimate distributions to be made under the Plan.

THE ACTUAL AMOUNT OF ALLOWED CLAIMS IN THE CHAPTER 11 CASE
COULD MATERIALLY DIFFER FROM THE ESTIMATED AMOUNTS SET FORTH IN
THIS LIQUIDATION ANALYSIS.

The assumptions utilized in developing this Liquidation Analysis are inherently subject to
significant uncertainties and contingencies, many of which are beyond the control of the Plan
Proponents or a hypothetical Chapter 7 trustee at the present time. For example, in a hypothetical
Chapter 7 liquidation, it is unknown how quickly litigants will seek relief from the automatic stay,
and how the timing of litigation may impact creditors’ rights in the Debtor’s various insurance
policies. Accordingly, there can be no assurance that the values assumed in the Liquidation
Analysis will be realized if the Debtor’s assets were actually liquidated under Chapter 7 of the
Bankruptcy Code. In addition, any liquidation would take place in the future, at which time
circumstances may exist which cannot presently be predicted.

The Plan Proponents recognize that there are other potential liquidation alternatives that
are not presented in the Liquidation Analysis, including alternatives that would give rise to further
reduced and delayed creditor recoveries.

THE PLAN PROPONENTS RESERVE THE RIGHT TO SUPPLEMENT,
MODIFY, OR ADJUST ANY PART OF THIS LIQUIDATION ANALYSIS, INCLUDING A
CHANGE TO THE UNDERLYING ASSUMPTIONS AND ANALYSIS.

General Assumptions

The following general assumptions were considered by the Plan Proponents and their
advisors as assumptions that would be applicable in any hypothetical Chapter 7 liquidation.

1. Timing Considerations of Chapter 7 Case

The Liquidation Analysis assumes an orderly liquidation of the Debtor over a 3-month
period commencing on or around December 31, 2024 (the “Conversion Date”). This
timeline assumes substantially all of the Debtor’s assets (other than insurance proceeds,
litigation proceeds, and recoveries from causes of action to be pursued by the Chapter 7
trustee) will be realized by March 31, 2025, representing a three-month period following
the Conversion Date.

There can be no assurance, however, that a liquidation would be completed in such a
limited timeframe, nor is there any assurance that the recoveries assigned to the Debtor’s
assets would in fact ever be realized. In reality, proceeds from litigation and insurance will
take months (if not years) to realize if the case is converted to Chapter 7. Moreover, there
can be no guarantee that a Chapter 7 trustee will realize greater value from causes of action
than the $50.0 million settlement amount that is part of the Estate Party Settlement.
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Professionals Involved in the Chapter 7 Case

As part of a hypothetical Chapter 7 case, the Plan Proponents assume a Chapter 7 trustee
would choose to retain certain professionals, including counsel, financial advisors, and
potentially others, to provide expertise and assistance in the Debtor’s liquidation. The
Liquidation Analysis assumes that the Chapter 7 trustee would replace the Debtor’s
existing professionals with new professionals who do not have the same level of
background knowledge as the Debtor’s existing professionals.

It is possible that the Chapter 7 trustee would retain the Committees’ professionals to assist
in the pursuit of certain estate causes of action to avoid duplication of effort and expense.

Trustee Fees for Chapter 7 Administration

Under section 326(a) of the Bankruptcy Code, the Bankruptcy Court may allow reasonable
compensation for the Chapter 7 trustee’s services not to exceed three percent (3%) of the
moneys disbursed or turned over in the case by the Chapter 7 trustee to parties in interest
in excess of $1 million, excluding the Debtor, but including holders of secured claims. The
Plan Proponents assume in the Liquidation Analysis that such fees would be approximately
three percent (3%) of gross liquidation proceeds.

Additional Claims

Conversion of the Debtor’s Chapter 11 case to Chapter 7 will trigger additional costs of
administration that do not otherwise exist under the proposed Plan. Additionally, the DIP
Claims proposed to be released under the Plan would not be released in a Chapter 7 case.
Examples of these kinds of Claims include tax liabilities triggered upon liquidation, Claims
related to rejection of executory contracts, higher DIP Claims and other litigation Claims.
These claims could be significant and will be entitled to priority in payment over General
Unsecured Claims in the Chapter 7 distribution waterfall. No adjustment has been made
for these potential claims unless specified in the assumptions and notes to the Liquidation
Analysis.

Basis of Presentation

The hypothetical Liquidation Analysis is based on the unaudited balance sheet and other
documentation of the Debtor as of August 31, 2024, with certain adjustments to reflect
anticipated activity through the Conversion Date.

Additional Assumptions for Liquidation

The Plan Proponents assume a liquidation would be conducted pursuant to Chapter 7 of
the Bankruptcy Code, with a Chapter 7 trustee appointed to manage the bankruptcy estate.
The Chapter 7 trustee would be responsible for liquidating the Debtor’s assets in a manner
intended to maximize the recovery to creditors. Because the Debtor ceased operating in
April 2022, the major components of the liquidation process would be as follows:



II.
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o pursuing Causes of Action, including avoidance actions under Chapter 5 of the
Bankruptcy Code, which are too speculative to value;?

o administering and managing costs and post-conversion expenses related to the
monetization of estate assets, such as costs associated with litigation, claims
reconciliation costs, estate wind down costs, and Chapter 7 trustee and professional
fees; and

o distributing net proceeds to claimants in accordance with the priority scheme under
Chapter 7 of the Bankruptcy Code.

Consummation of the Plan Will Provide
Greater Value to Creditors than a Chapter 7 Liquidation

Because distributions to creditors in a hypothetical Chapter 7 liquidation, as reflected in

the Liquidation Analysis, will be significantly lower relative to the forecasted recoveries under the
Plan, the Plan Proponents believe that consummation of the Plan will provide greater value to such
holders than would a liquidation under Chapter 7 of the Bankruptcy Code.

III.

A.

Notes to Liquidation Analysis

Unrestricted Cash and Equivalents

The Debtor has not operated since April 2022 and as such, has no ability to generate cash
flow. The only source of cash since the Petition Date has been from the DIP Facility. The
Debtor maintains no unrestricted cash balance and therefore the value of Unrestricted Cash
and Equivalents is zero.

Emplovyee Retention Credits (“ERC”)

Employee Retention Credits represent refundable tax credits, authorized by the CARES
Act, for keeping employees on payroll during the COVID-19 pandemic during calendar
years 2020 and 2021. The Debtor believes these tax credits would be pursued in either
Chapter 7 or Chapter 11, and that the recovery estimates would be the same in either
scenario. The recovery amounts are presented before payment of Allowed Priority Federal
Tax Claims and Allowed Administrative Claims of Synergi Partners, Inc. (see Docket
No. 723).

Under the Estate Party Settlement, the Trusts will receive $50.0 million, without incurring any
additional litigation costs or expenses to pursue or collect such amounts. For creditors to recover more
in a hypothetical Chapter 7 liquidation, a Chapter 7 trustee would not only have to prove damages in
excess of $50.0 million, but the Chapter 7 trustee would also have to actually collect an amount in
excess of $50.0 million to account for trustee fees and other expenses, including contingency
professionals. Finally, the Chapter 7 trustee would have to complete this process faster than the
expected approximately 30-month time frame under the Plan—where the settlement amounts will be
paid in monthly installments starting on the Effective Date.
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Insurance Proceeds & Third-Party Recoveries

The high- and low-end recoveries reflected in Line 3 are the Debtor’s best estimate as to
the range of potential insurance recoveries based upon the Debtor’s high-level review of
the claims made under the Debtor’s various insurance policies and the remaining limits
thereunder. Any recoveries from insurance are believed to be the same in either Chapter 7
or Chapter 11. However, the key distinction is that the Plan offers a fair and efficient
mechanism (as detailed in PI/WD Trust Distribution Procedures and further illustrated in
Schedule 3 to the Disclosure Statement) for claimants to settle their claims and be paid
from insurance. Conversely, a Chapter 7 liquidation would leave every creditor to fend for
itself without any way to ensure that proceeds are available for all personal injury
claimants, rather than those who get their judgments first. A Chapter 7 trustee would likely
allow the automatic stay to lift for all claimants so that pro se litigants and other
incarcerated individuals, most without access to counsel or judicial resources, would be at
a severe disadvantage in the “race to the courthouse” that may exhaust proceeds under the
Debtor’s various insurance policies before most individuals have their day in court.
Additionally, there is no way to determine how the potential recoveries from third parties
might be distributed to creditors in either Chapter 7 or Chapter 11.

Causes of Action Proceeds

Potential recoveries in this line represent recoveries on any and all claims or causes of
action owned by the Estate, but not including Insurance Proceeds & Third-Party Recoveries
from Note C. As noted in the Plan and Disclosure Statement, the Plan proposes to settle
certain of the Estate’s potential Causes of Action against the Settlement Parties for $50.0
million. The Plan Proponents believe there are approximately $5.0 million in avoidance
actions other than those settled as part of the Estate Party Settlement. Of that amount, the
Plan Proponents believe the range of realistic recoveries is between $0 and $3.0 million.
Further, the Plan Proponents believe that there are risks that Chapter 7 trustee would not
be able to liquidate the Estate’s claims against the Settlement Parties for an amount in
excess of the $50.0 million Estate Party Settlement amount. As a result, the low-end of
recoveries in Line 4 reflects a $0 recovery on the Estate’s claims against the Settlement
Parties and other causes of action. The $50.0 million high-end in Line 4 reflects the Trusts
recovering the same $50.0 million as the Estate Party Settlement, plus an additional $3.0
million in other avoidance actions. The same assumptions are made for the Chapter 11
scenario, with the $50.0 million Estate Party Settlement reflected in Line 5 and discussed
below.

Estate Party Settlement

The Estate Party Settlement provides significant value to claimants under the Plan. The
cash component of the Estate Party Settlement is in the aggregate principal amount of $50.0
million and interest of $3.4 million, to be paid to the Trusts for distribution to Holders of
Allowed Channeled Claims, payable in multiple installments as follows: (i) $2.0 million
in Cash on the Effective Date, and (ii) $48.0 million in Cash plus 6% in Cash Interest paid
to the Trusts in monthly principal installments of $3.5 million and $3.0 million in the first
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two months and $1.5 million every month for the next 27 months with a final payment of
$1.0 million. The first payment is to be made 30 days after the Effective Date.

Emplovee Retention Credits Setoff by Priority Federal Tax Claims

The Internal Revenue Service (“IRS”) has filed amended Priority Federal Tax Claims
totaling approximately $8.2 million. The Debtor assumes that the IRS will offset its Claims
against the Employee Retention Credits. The Liquidation Analysis therefore deducts this
amount from Gross Proceeds from Estate Assets in both the Chapter 11 and 7 scenarios.

Emplovee Retention Credits—Synergi Administrative Fee [Docket No. 723]

Pursuant to order of the Bankruptcy Court at Docket No. 723, Synergi has an Allowed
Administrative Claim calculated as 10% of the refundable ERC returns filed by the Debtor
after June 27, 2023 (the date of entry of the order) and actually approved and paid in cash
to the Debtor or its successor. The Debtor filed ERC returns after June 27 for 2020 in the
aggregate amount of approximately $7.6 million. Before June 27, 2023, the Debtor filed
ERC returns for 2021 in the aggregate amount of approximately $9.1 million.
Subsequently, the debtor filed approximately $9.2 million in ERC returns for 2020 and
2021 in addition to the $16.7 million originally filed after June 27, 2023. The Debtor
assumes the IRS will combine the ERC credits for 2020 and 2021, and offset the
approximate $8.2 million in priority IRS claims, and remit the balance to the Debtor. For
purposes of calculating the Synergi fee, the Debtor assumes the total priority IRS claim is
allocated pro rata to each of 2020 and 2021, which results in the reflected fee to Synergi.

Chapter 7 Trustee Fees

The Liquidation Analysis assumes hypothetical Chapter 7 trustee fees would be as set forth
in section 326(a) of the Bankruptcy Code. The Plan Proponents assume that Chapter 7
trustee fees will be approximately 3% of Gross Proceeds from Estate Assets (Line 6).

Chapter 7 Professional Fees

Chapter 7 Professional Fees include costs for financial advisors, attorneys, accountants,
and other professionals retained by the Chapter 7 trustee. In the Liquidation Analysis,
Chapter 7 Professional Fees are estimated to be approximately $1.0 million plus a 40%
contingency fee on the Causes of Action Proceeds (Line 4). This amount may fluctuate
based on the length and complexity of the wind-down process and could be substantially
greater if the claims cannot be resolved without the need for substantial litigation.

Chapter 11 Administrative Costs

Chapter 11 Administrative Expenses represent the costs associated with the administration
of the Debtor’s Chapter 11 case including professional fees and other administrative
expenses through the Effective Date of the Plan. The Chapter 11 Administrative Costs of
approximately $23.5 million represent the total administrative expenses for the Chapter 11
case, comprised of: (i) approximately $12.4 million, of incurred and paid administrative
claims through September 20, 2024; (ii) approximately $8.9 million, of incurred but unpaid
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administrative claims through September 20, 2024; and (iii) approximately $2.1 million in
incremental Administrative Claims expected to be incurred for the remainder of the
Chapter 11 case through the anticipated Effective Date. The actual Administrative Claims
may be higher as a result of the additional hearings required to obtain approval of the Plan
and Disclosure Statement.

The Chapter 7 scenario assumes the same as the Chapter 11 scenario above, except the Plan
does not receive final approval. Unpaid, incremental expenses will remain outstanding and
must be paid by the hypothetical Chapter 7 trustee before there can be distributions to
General Unsecured Creditors.

Other Administrative Expense Claims

This line includes filed or anticipated Administrative Claims for entities other than estate
professionals who have provided services to the Debtor during the Chapter 11 Case. As
discussed in the Disclosure Statement, Sigma Risk Management (“Sigma”) is likely to seek
payment for its postpetition services of approximately $3.0 million. For illustrative
purposes, the Liquidation Analysis assumes a range for ultimate Allowed Administrative
Claims, mostly consisting of claims filed by Sigma. In the Chapter 11 scenario, there
would be no recovery without an increase in the DIP funding; therefore, no recovery is
currently assumed in the Chapter 11 scenario.

In a hypothetical Chapter 7 liquidation, unpaid Chapter 11 Administrative Claims are
senior in rights to payment to General Unsecured Claims and must be paid in full before
General Unsecured Claims may receive a distribution. Thus, under this illustration, the
Liquidation Analysis assumes that the Chapter 7 will be unable to pay the allowed
Chapter 11 Administrative Expenses in full, meaning that under the low-end scenario, there
will be no funds left to pay holders of General Unsecured Claims, as these Administrative
Claims will consume all remaining proceeds of the estate.

DIP Facility Funding - Principal Only

The Chapter 11 DIP Facility Funding of $23.5 million represents the total principal amount
of DIP funding estimated to be received by the Debtor, comprised of: (i) approximately
$13.2 million, of funded DIP draws through September 20, 2024; (ii) approximately $9.7
million in incremental DIP draws; and (iii) use of approximately $0.6 million of the $1.0
million back-stop allowed for professional fees and expenses.

The Chapter 7 scenario assumes a Plan is not confirmed and therefore the final $2.5 million
due upon confirmation is funded, nor does the estimated $0.6 million of the $1.0 million
back stop.

It is important to note that this represents the principal only and does not include PIK
interest or funding fees.
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DIP Claims

In the Chapter 11 scenario, the DIP Claims represent the total DIP Ending Balance
including principal, PIK interest, funding fees, and $0.6 million of the $1.0 million back
stop less the amounts that will be released pursuant to the Estate Party Settlement.

In the Chapter 7 scenario, DIP Claims will be lower because the final $2.5 million in
funding due upon confirmation and the $0.6 million back stop are assumed to not be
funded.

It is important to note that in the absence of advances made under the DIP Facility, the
Chapter 7 trustee would still have to pay Chapter 11 administrative expenses for the same
amount.

Plan Trusts’ Professional Fees

This line estimates the projected expenses associated with the Personal Injury Trust and
the GUC Liquidating Trustee professional fees to be incurred after the Effective Date, as
well as other wind down expenses necessary to discharge the duties and responsibilities of
the respective Trusts.

These expected costs of $2.0 million for each of the GUC Trust and PI/WD Trust,
respectively are estimated to be incurred in the Chapter 11 scenario in both the low and
high scenarios. However, the actual amounts could differ based on the length and
complexity of the wind-down processes and could be higher or lower than the amounts
assumed herein.

Post-Effective Date United States Trustee Fees

These fees represent the statutory fees payable to the United States Trustee in the Chapter
11 scenario and are approximately 0.8% of total distributions estimated to be made to
creditors. No UST fees will be required in the Chapter 7 liquidation scenario. Instead, the
Chapter 7 trustee will be entitled to a fee of up to 3% for all distributions made from the
estate.

Unclassified — Priority State Tax Claims

This category includes approximately $302.4 thousand of state tax claims entitled to
priority treatment under the Bankruptcy Code.

In the Chapter 11 scenario, all Priority State Tax Claims are estimated to receive 100%
recovery in both the low and high scenarios, respectively. To the extent all or a portion of
any of these claims are disallowed or reduced, additional funds could be available for
distribution to holders of General Unsecured Claims.

In the Chapter 7 scenario, the priority state tax claims will receive 0% recovery in the low-
end scenario because there will not be sufficient funds on hand to pay such claims.
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Class 1 — Other Priority Claims

This category includes proofs of claim filed as “priority claims” in the approximate amount
of $775.3 thousand, excluding the state and federal priority tax claims discussed above.

In the Chapter 11 scenario, all Other Priority Claims are estimated to receive 100%
recovery.

Class 2 — Other Secured Claims

This category includes proofs of claims filed as “secured claims” in the approximate
amount of $16.4 million. These proofs of claim include the following: (i) claims filed by
a group of insurance companies purportedly secured by approximately $14 million cash
deposits held by such insurance companies, but allocated to CHS TX, Inc. in the divisional
merger (see KCC Claim Nos. 583 & 584; see also Docket No. 810); and (i1) claims filed
by trade vendors purportedly secured by equipment in the possession or control of the
Debtor.

Plan Proponents do not believe that the insurance companies are entitled to any distribution
as secured creditors from the cash held by the estate because, among other things, the
collateral purportedly securing such claims has been allocated to CHS TX, Inc. pursuant to
the divisional merger. While Plan Proponents do not believe any such creditors are entitled
to a distribution as secured creditors from the cash proceeds available, such creditors may
be entitled to seek recovery as general unsecured creditors and nothing in the Plan prohibits
such creditors from asserting such an unsecured claim or a Plan Proponent, the GUC
Trustee, or any other party in interest from objecting to the same. To the extent the Debtor
still possess any equipment leased from or financed by a trade vendor, such equipment will
be tendered back to such creditor. As a result, all of these “Other Secured Claims” have
been zeroed out and removed from the Liquidation Analysis because the Plan Proponents
do not believe any such creditors are entitled to a distribution from the cash proceeds
available.

Class 3 — Convenience Claims

Convenience Claims represent any Claim that would otherwise be a General Unsecured
Claim that is Allowed in the amount of $5,000 or less.

Proofs of claim filed in the approximate amount of $100.5 thousand are assumed to receive
100% recovery in both the Chapter 11 low and high scenarios, and no recovery in the
Chapter 7 low recovery scenarios.

Class 4 / 5 — Non-Personal Injury Claims

Proofs of claim filed in the approximate amount of $138.6 million. The Debtor and UCC
estimates Non-Personal Injury Claims could be allowed in the range of $75.0 million-
$100.0 million, excluding settlement party proof of claim amounts. Depending on the
ultimate amounts Allowed, and all of the other factors discussed herein, these claims could
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recover between 24.4% and 44.0% under the Plan. Chapter 7 claims include settlement
party proof of claim amounts.

Class 6 / 7/ 8 — Personal Injury Claims

Proofs of claim filed in the approximate face amount of $1.1 billion. The TCC values
Personal Injury Claims in the range of $68.0 million — $112.3 million based on applying
the proposed Trust Distribution Procedures to filed / pending claims. These claims could
recover between 23.7% and 64.9% under the Plan.

Class 9 /10 — Indirect Claims

Proofs of claim filed in the approximate amount of $10.4 million. As set forth in the Plan,
these claims will receive the same treatment as provided under section 509 of the
Bankruptcy Code, which provides for such claims to be subrogated to the claims that are
paid, but subordinated until such claims are paid in full.

10
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EXHIBIT 2
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Schedule 1

Liquidation Analysis
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Liquidation Analysis

Best Interests Test

Chapter 7 Liquidation

Liquidation Value
(S in thousands) Note (Unliquidated) Low High Low High

Page 3 of 14

Chapter 11 - Joint Plan

Book Value Liquidation Value
(Unliquidated) Low High Low High

Assets

1 Unrestricted Cash and Equivalents A S - 0.0% 0.0% S - S - S - 0.0% 0.0% S - S -
2 Employee Retention Credits, gross B 25,960.0 40.6% 100.0% 10,544.3 25,960.0 25,960.0 40.6% 100.0% 10,544.3 25,960.0
3 Insurance Proceeds & Third-Party Recoveries C 18,761.3 53% 53.3% 1,000.0 10,000.0 18,761.3 53% 53.3% 1,000.0 10,000.0
4 Causes of Action Proceeds D - 100.0% 100.0% - 53,000.0 - 0.0% 0.0% - 3,000.0
5 Estate Party Settlement, Including Interest E - 0.0% 0.0% - - 53,437.5 100.0% 100.0% 53,437.5 53,437.5
6 Gross Proceeds from Estate Assets $44,721.3 $11,544.3 $ 88,960.0 $98,158.8 $64,981.8 $92,397.5
7 Less: Employee Retention Credits Setoff by Priority Federal Tax Claims F $(8,239.4) $(8,239.4) $(8,239.4) $ (8,239.4)
8 Less: Employee Retention Credits - Synergi Administrative Fee (dkt 723) G (149.4) (1,148.9) (149.4) (1,148.9)
9 Chapter 7 Liquidation Costs

10 Chapter 7 Trustee Fees H $(99.1) $(2,421.6) S - S -
11 Chapter 7 Professional Fees | (1,000.0) (22,200.0) - -
12 Total Chapter 7 Liquidation Costs $(1,099.1) $ (24,621.6) $ - $ -
13 Remaining Proceeds Available for Distribution $2,056.3 $54,950.1 $56,593.0 $83,009.2
14 Budgeted Chapter 11 Administrative Costs J $(23,479.9) $(23,479.9) $(23,479.9) $(23,479.9)
15 Other Administrative Expense Claims K (900.5) (1,515.0) - -
16 DIP Facility Funding - Principal Only L 20,407.9 20,407.9 23,479.9 23,479.9
17 Incurred but Unpaid Administrative Expenses $(3,972.5) $ (4,587.0) $ - $ -
18 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs s - $50,363.1 $56,593.0 $ 83,009.2

Chapter 7 Liquidation

Estimated Claims Estimated Recovery $
(S in thousands) Note Low High Low High Low High

Chapter 11 - Joint Plan

Estimated Claims Estimated Recovery $
Low High Low High Low High

19 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs S - $50,363.1 $56,593.0 $ 83,009.2
20 Super Priority DIP Facility Obligations M $22,506.6 $22,506.6 0.0% 100.0% S - $22,506.6 $25,628.6 $25,628.6 0.0% 0.0% S - S -
21 Proceeds Available for Distribution after Super Priority Claims s - $27,856.5 $56,593.0 $83,009.2
22 Incremental Administrative Claims

23 Plan Trusts' Professional Fees N S - S - 0.0% 0.0% S - S - $ 4,000.0 $4,000.0 100.0% 100.0% $ 4,000.0 $4,000.0
24 Post-Effective Date United States Trustee Fees (0] - - 0.0% 0.0% - - 453.9 673.3 100.0% 100.0% 453.9 673.3
25 Total Administrative Claims S - $ - S - $ - $4,453.9 $4,673.3 $4,453.9 $4,673.3
26 Proceeds Available for Distribution after Administrative Claims $ - $ 27,856.5 $52,139.0 $78,335.9
27 Unclassified - Priority State Tax Claim P $302.4 $302.4 0.0% 100.0% S - $302.4 $302.4 $302.4 100.0% 100.0% $302.4 $302.4
28 Class 1 - Other Priority Claims Q 775.3 775.3 0.0% 100.0% - 775.3 775.3 775.3 100.0% 100.0% 775.3 775.3
29 Class 2 - Other Secured Claims R - - 0.0% 0.0% - - - - 0.0% 0.0% - -
30 Proceeds Available for Distribution after Priority / Secured Claims $ - $26,778.8 $51,061.3 $77,258.2
31 Class 3 - Convenience Claims S $100.5 $100.5 0.0% 100.0% S - $100.5 $100.5 $100.5 100.0% 100.0% $100.5 $100.5
32 Class 4 /5 - Non-Personal Injury General Unsecured Claims T 124,348.0 99,348.0 0.0% 15.9% - 15,840.7 100,000.0 75,000.0 24.4% 44.0% 24,395.3 33,029.8
33 Class 6/ 7/ 8- Personal Injury General Unsecured Claims U 112,253.3 67,970.0 0.0% 15.9% - 10,837.6 112,253.3 67,970.0 23.7% 64.9% 26,565.5 44,128.0
34 Class 9/ 10 - Indirect Claims \% - - 0.0% 0.0% - - - - 0.0% 0.0% - -
35 Total Class 3-10 Claims $236,701.8 $167,418.5 S - $26,778.8 $212,353.8 $143,070.5 $51,061.3 $77,258.2

36 Total Proceeds Distributed Net of Setoffs $2,149.1 $77,648.6

$56,742.4 $ 84,158.1
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Liquidation Analysis

Chapter 11 Trust Recovery Analysis

Chapter 11 - GUC Trust Chapter 11 - PI/WD Trust

Book Value Liquidation Value Book Value Liquidation Value
(S in thousands) Note (Unliquidated) Low High Low High (Unliquidated) Low High Low High
Assets
1 Unrestricted Cash and Equivalents A S - 0.0% 0.0% S - S - S - 0.0% 0.0% - -
2 Employee Retention Credits, gross B 12,980.0 40.6% 100.0% 5,272.2 12,980.0 12,980.0 40.6% 100.0% 5,272.2 12,980.0
3 Insurance Proceeds & Third-Party Recoveries C - 0.0% 0.0% - - 18,761.3 53% 53.3% 1,000.0 10,000.0
4 Causes of Action Proceeds D - 100.0% 100.0% - 1,500.0 - 0.0% 100.0% - 1,500.0
5 Estate Party Settlement, Including Interest E 26,718.8  100.0% 100.0% 26,718.8 26,718.8 26,718.8  100.0% 100.0% 26,718.8 26,718.8
6 Gross Proceeds from Estate Assets $39,698.8 $31,990.9 $41,198.8 $58,460.0 $32,990.9 $51,198.8
7 Less: Employee Retention Credits Setoff by Priority Federal Tax Claims F $(4,119.7) $(4,119.7) $(4,119.7) $ (4,119.7)
8 Less: Employee Retention Credits - Synergi Administrative Fee (dkt 723) G (74.7) (574.4) (74.7) (574.4)
9 Chapter 7 Liquidation Costs

10 Chapter 7 Trustee Fees H S - S - S - S -
11 Chapter 7 Professional Fees | - - - -
12 Total Chapter 7 Liquidation Costs s - S - S - s -
13 Remaining Proceeds Available for Distribution $27,796.5 $36,504.6 $ 28,796.5 $46,504.6
14 Budgeted Chapter 11 Administrative Costs J $(11,740.0) $(11,740.0) $(11,740.0) $(11,740.0)
15 Other Administrative Expense Claims K - - - -
16 DIP Facility Funding - Principal Only L 11,740.0 11,740.0 11,740.0 11,740.0
17 Incurred but Unpaid Administrative Expenses S - S - S - s -
18 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs $27,796.5 $36,504.6 $ 28,796.5 $46,504.6
Chapter 11 - GUC Trust Chapter 11 - PI/WD Trust
Recovery% | Estimated Recovery 3 Estimated Claims

(S in thousands) Note Low High Low High Low High Low High Low High Low High

19 Remaining Proceeds Available for Distribution after Unfunded Administrative Costs $27,796.5 $36,504.6 $ 28,796.5 $ 46,504.6
20 Super Priority DIP Facility Obligations M $12,814.3 $12,814.3 0.0%  0.0% s - s - $12,814.3 $12,814.3 0.0%  0.0% $ - s -
21 Proceeds Available for Distribution after Super Priority Claims $27,796.5 $36,504.6 $ 28,796.5 $ 46,504.6
22 Incremental Administrative Claims

23 Plan Trusts' Professional Fees N $2,000.0 $2,000.0 100.0% 100.0% $2,000.0 $2,000.0 $2,000.0 $2,000.0 100.0% 100.0% $2,000.0 $2,000.0
24 Post-Effective Date United States Trustee Fees [0} 223.0 296.6 100.0% 100.0% 223.0 296.6 231.0 376.6 100.0% 100.0% 231.0 376.6
25 Total Administrative Claims $2,223.0 $2,296.6 $2,223.0 $2,296.6 $2,231.0 $2,376.6 $2,231.0 $2,376.6
26 Proceeds Available for Distribution after Administrative Claims $25,573.5 $ 34,208.0 $ 26,565.5 $ 44,128.0
27 Unclassified - Priority State Tax Claim P $302.4 $302.4 100.0% 100.0% $302.4 $302.4 S - S - 0.0% 0.0% S - S -
28 Class 1 - Other Priority Claims Q 775.3 775.3 100.0% 100.0% 775.3 775.3 - - 0.0% 0.0% - -
29 Class 2 - Other Secured Claims R - - 0.0% 0.0% - - - - 0.0% 0.0% - -
30 Proceeds Available for Distribution after Priority / Secured Claims $24,495.8 $33,130.2 $ 26,565.5 $ 44,128.0
31 Class 3 - Convenience Claims S $100.5 $100.5 100.0% 100.0% $100.5 $100.5 S - S - 0.0% 0.0% S - S -
32 Class 4 /5 - Non-Personal Injury General Unsecured Claims T 100,000.0 75,000.0 24.4% 44.0% 24,395.3 33,029.8 - - 0.0% 0.0% - -
33 Class 6/ 7/ 8- Personal Injury General Unsecured Claims U - - 0.0% 0.0% - - 112,253.3 67,970.0 23.7% 64.9% 26,565.5 44,128.0
34 Class 9/ 10 - Indirect Claims \% - - 0.0% 0.0% - - - - 0.0% 0.0% - -

Total Class 3-10 Claims $100,100.5 $ 75,100.5 $24,495.8 $33,130.2 $112,253.3 $67,970.0 $ 26,565.5 $44,128.0
36 Total Proceeds Distributed Net of Setoffs $27,871.2 $37,079.1 $28,871.2 $47,079.1

w
v
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Liquidation Analysis

As a condition to confirmation, section 1129(a)(7) of the Bankruptcy Code requires the
Bankruptcy Court to find that each creditor in an impaired class of creditors—i.e., Classes 3—10
under the Joint Chapter 11 Plan of the Tort Claimants’ Committee, Official Committee of
Unsecured Creditors, and Debtor (Docket No. 1739) (the “Plan”)!—has either accepted the Plan
or will receive or retain, on the Effective Date of the Plan, property on account of such claim in
an amount not less than the creditor would receive in a hypothetical Chapter 7 liquidation.

Below is a hypothetical liquidation analysis (the “Liquidation Analysis™), illustrating
what creditors would likely receive were the Debtor’s Chapter 11 case converted to a Chapter 7
liquidation on the Effective Date of the Plan.

This Liquidation Analysis compares recoveries under the Plan to hypothetical creditor
recoveries were the Debtor’s assets to be disposed of under the direction of a Chapter 7 trustee,
without the benefit of the Estate Party Settlement which is the foundation of the Plan.

On the whole, as illustrated in this Liquidation Analysis, without the benefit of the Estate
Party Settlement, administrative costs will be higher, and net distributable proceeds to creditors
would be lower. For this reason, the Debtor and the Committees, as Proponents of the Plan,
believe that creditors will achieve higher recoveries under the Plan than if the Debtor was
liquidated under Chapter 7.

1. Limitations and Key Assumptions Underlying the Hypothetical Liquidation

THE LIQUIDATION ANALYSIS PRESENTED HEREIN HAS BEEN
PREPARED SOLELY FOR THE PURPOSES DESCRIBED ABOVE AND MAY NOT BE
USED FOR ANY OTHER PURPOSE.

This Liquidation Analysis was prepared by the Plan Proponents and their respective
financial advisors and counsel. The Liquidation Analysis contains numerous estimates, based
upon a review of the Debtor’s records and other documentation. The claims that could be
asserted and allowed in a Chapter 7 liquidation, including unpaid Chapter 11 administrative
claims (including the DIP Claims, which are being fully released under the Plan pursuant to the
Estate Party Settlement, but which would not be released in a Chapter 7 liquidation), and
additional administrative claims that will be incurred by a Chapter 7 trustee and the trustee’s new
professionals, including wind-down costs and Chapter 7 trustee fees, have been estimated.

The Liquidation Analysis also includes estimates of the aggregate value of claims, by
claim class, as described in the Plan, as the Bankruptcy Court has not estimated or otherwise
fixed the total amount of Allowed Claims. Unless specifically referenced in the Notes below, the
amount of claims reflected in the Liquidation Analysis is based on the proofs of claim actually
filed on or before the general bar date, which was August 14, 2023. Therefore, the estimates of

' Capitalized terms used but not otherwise defined herein shall have the meanings given to them in the
Plan.
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claims set forth in this Liquidation Analysis should not be relied on for any other purpose,
including determining the value of the ultimate distributions to be made under the Plan.

THE ACTUAL AMOUNT OF ALLOWED CLAIMS IN THE CHAPTER 11 CASE
COULD MATERIALLY DIFFER FROM THE ESTIMATED AMOUNTS SET FORTH
IN THIS LIQUIDATION ANALYSIS.

The assumptions utilized in developing this Liquidation Analysis are inherently subject to
significant uncertainties and contingencies, many of which are beyond the control of the Plan
Proponents or a hypothetical Chapter 7 trustee at the present time. For example, in a
hypothetical Chapter 7 liquidation, it is unknown how quickly litigants will seek relief from the
automatic stay, and how the timing of litigation may impact creditors’ rights in the Debtor’s
various insurance policies. Accordingly, there can be no assurance that the values assumed in
the Liquidation Analysis will be realized if the Debtor’s assets were actually liquidated under
Chapter 7 of the Bankruptcy Code. In addition, any liquidation would take place in the future, at
which time circumstances may exist which cannot presently be predicted.

The Plan Proponents recognize that there are other potential liquidation alternatives that
are not presented in the Liquidation Analysis, including alternatives that would give rise to
further reduced and delayed creditor recoveries.

THE PLAN PROPONENTS RESERVE THE RIGHT TO SUPPLEMENT,
MODIFY, OR ADJUST ANY PART OF THIS LIQUIDATION ANALYSIS, INCLUDING
A CHANGE TO THE UNDERLYING ASSUMPTIONS AND ANALYSIS.

General Assumptions

The following general assumptions were considered by the Plan Proponents and their
advisors as assumptions that would be applicable in any hypothetical Chapter 7 liquidation.

1. Timing Considerations of Chapter 7 Case
The Liquidation Analysis assumes an orderly liquidation of the Debtor over a 3-month
period commencing on or around December 31, 2024 (the “Conversion Date). This
timeline assumes substantially all of the Debtor’s assets (other than insurance proceeds,
litigation proceeds, and recoveries from causes of action to be pursued by the Chapter 7
trustee) will be realized by March 31, 2025, representing a three-month period following
the Conversion Date.
There can be no assurance, however, that a liquidation would be completed in such a
limited timeframe, nor is there any assurance that the recoveries assigned to the Debtor’s
assets would in fact ever be realized. In reality, proceeds from litigation and insurance
will take months (if not years) to realize if the case is converted to Chapter 7. Moreover,
there can be no guarantee that a Chapter 7 trustee will realize greater value from causes
of action than the $50.0 million settlement amount that is part of the Estate Party
Settlement.

2. Professionals Involved in the Chapter 7 Case
As part of a hypothetical Chapter 7 case, the Plan Proponents assume a Chapter 7 trustee
would choose to retain certain professionals, including counsel, financial advisors, and
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potentially others, to provide expertise and assistance in the Debtor’s liquidation. The
Liquidation Analysis assumes that the Chapter 7 trustee would replace the Debtor’s
existing professionals with new professionals who do not have the same level of
background knowledge as the Debtor’s existing professionals.

It is possible that the Chapter 7 trustee would retain the Committees’ professionals to
assist in the pursuit of certain estate causes of action to avoid duplication of effort and
expense.

Trustee Fees for Chapter 7 Administration

Under section 326(a) of the Bankruptcy Code, the Bankruptcy Court may allow
reasonable compensation for the Chapter 7 trustee’s services not to exceed three percent
(3%) of the moneys disbursed or turned over in the case by the Chapter 7 trustee to
parties in interest in excess of $1 million, excluding the Debtor, but including holders of
secured claims. The Plan Proponents assume in the Liquidation Analysis that such fees
would be approximately three percent (3%) of gross liquidation proceeds.

Additional Claims

Conversion of the Debtor’s Chapter 11 case to Chapter 7 will trigger additional costs of
administration that do not otherwise exist under the proposed Plan. Additionally, the DIP
Claims proposed to be released under the Plan would not be released in a Chapter 7 case.

Examples of these kinds of Claims include tax liabilities triggered upon liquidation,
Claims related to rejection of executory contracts, higher DIP Claims and other litigation
Claims. These claims could be significant and will be entitled to priority in payment over
General Unsecured Claims in the Chapter 7 distribution waterfall. No adjustment has

been made for these potential claims unless specified in the assumptions and notes to the

Liquidation Analysis.

Basis of Presentation

The hypothetical Liquidation Analysis is based on the unaudited balance sheet and other
documentation of the Debtor as of August 31, 2024, with certain adjustments to reflect
anticipated activity through the Conversion Date.

Additional Assumptions for Liquidation

The Plan Proponents assume a liquidation would be conducted pursuant to Chapter 7 of
the Bankruptcy Code, with a Chapter 7 trustee appointed to manage the bankruptcy
estate. The Chapter 7 trustee would be responsible for liquidating the Debtor’s assets in a
manner intended to maximize the recovery to creditors. Because the Debtor ceased
operating in April 2022, the major components of the liquidation process would be as
follows:

o pursuing Causes of Action, including avoidance actions under Chapter 5 of the
Bankruptcy Code, which are too speculative to value;?

Under the Estate Party Settlement, the Trusts will receive $50.0 million, without incurring any
additional litigation costs or expenses to pursue or collect such amounts. For creditors to recover
more in a hypothetical Chapter 7 liquidation, a Chapter 7 trustee would not only have to prove
damages in excess of $50.0 million, but the Chapter 7 trustee would also have to actually collect an
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J administering and managing costs and post-conversion expenses related to the
monetization of estate assets, such as costs associated with litigation, claims
reconciliation costs, estate wind down costs, and Chapter 7 trustee and
professional fees; and

o distributing net proceeds to claimants in accordance with the priority scheme
under Chapter 7 of the Bankruptcy Code.

Consummation of the Plan Will Provide
Greater Value to Creditors than a Chapter 7 Liquidation

Because distributions to creditors in a hypothetical Chapter 7 liquidation, as reflected in

the Liquidation Analysis, will be significantly lower relative to the forecasted recoveries under
the Plan, the Plan Proponents believe that consummation of the Plan will provide greater value to
such holders than would a liquidation under Chapter 7 of the Bankruptcy Code.

III.

A.

Notes to Liquidation Analysis

Unrestricted Cash and Equivalents

The Debtor has not operated since April 2022 and as such, has no ability to generate cash
flow. The only source of cash since the Petition Date has been from the DIP Facility.
The Debtor maintains no unrestricted cash balance and therefore the value of
Unrestricted Cash and Equivalents is zero.

Employee Retention Credits (“ERC”)

Employee Retention Credits represent refundable tax credits, authorized by the CARES
Act, for keeping employees on payroll during the COVID-19 pandemic during calendar
years 2020 and 2021. The Debtor believes these tax credits would be pursued in either
Chapter 7 or Chapter 11, and that the recovery estimates would be the same in either
scenario. The recovery amounts are presented before payment of Allowed Priority
Federal Tax Claims and Allowed Administrative Claims of Synergi Partners, Inc. (see
Docket No. 723).

Insurance Proceeds & Third-Party Recoveries

The high- and low-end recoveries reflected in Line 3 are the Debtor’s best estimate as to
the range of potential insurance recoveries based upon the Debtor’s high-level review of
the claims made under the Debtor’s various insurance policies and the remaining limits
thereunder. Any recoveries from insurance are believed to be the same in either Chapter
7 or Chapter 11. However, the key distinction is that the Plan offers a fair and efficient
mechanism (as detailed in PI/WD Trust Distribution Procedures and further illustrated in
Schedule 3 to the Disclosure Statement) for claimants to settle their claims and be paid
from insurance. Conversely, a Chapter 7 liquidation would leave every creditor to fend
for itself without any way to ensure that proceeds are available for all personal injury

amount in excess of $50.0 million to account for trustee fees and other expenses, including
contingency professionals. Finally, the Chapter 7 trustee would have to complete this process faster
than the expected approximately 30-month time frame under the Plan—where the settlement amounts
will be paid in monthly installments starting on the Effective Date.
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claimants, rather than those who get their judgments first. A Chapter 7 trustee would
likely allow the automatic stay to lift for all claimants so that pro se litigants and other
incarcerated individuals, most without access to counsel or judicial resources, would be
at a severe disadvantage in the “race to the courthouse” that may exhaust proceeds under
the Debtor’s various insurance policies before most individuals have their day in court.
Additionally, there is no way to determine how the potential recoveries from third parties
might be distributed to creditors in either Chapter 7 or Chapter 11.

Causes of Action Proceeds

Potential recoveries in this line represent recoveries on any and all claims or causes of
action owned by the Estate, but not including Insurance Proceeds & Third-Party
Recoveries from Note C. As noted in the Plan and Disclosure Statement, the Plan
proposes to settle certain of the Estate’s potential Causes of Action against the Settlement
Parties for $50.0 million. The Plan Proponents believe there are approximately $5.0
million in avoidance actions other than those settled as part of the Estate Party
Settlement. Of that amount, the Plan Proponents believe the range of realistic recoveries
is between $0 and $3.0 million. Further, the Plan Proponents believe that there are risks
that Chapter 7 trustee would not be able to liquidate the Estate’s claims against the
Settlement Parties for an amount in excess of the $50.0 million Estate Party Settlement
amount. As a result, the low-end of recoveries in Line 4 reflects a $0 recovery on the
Estate’s claims against the Settlement Parties and other causes of action. The $50.0
million high-end in Line 4 reflects the Trusts recovering the same $50.0 million as the
Estate Party Settlement, plus an additional $3.0 million in other avoidance actions. The
same assumptions are made for the Chapter 11 scenario, with the $50.0 million Estate
Party Settlement reflected in Line 5 and discussed below.

Estate Party Settlement

The Estate Party Settlement provides significant value to claimants under the Plan. The
cash component of the Estate Party Settlement is in the aggregate principal amount of
$50.0 million and interest of $3.4 million, to be paid to the Trusts for distribution to
Holders of Allowed Channeled Claims, payable in multiple installments as follows: (i)
$2.0 million in Cash on the Effective Date, and (ii) $48.0 million in Cash plus 6% in
Cash Interest paid to the Trusts in monthly principal installments of $3.5 million and $3.0
million in the first two months and $1.5 million every month for the next 27 months with
a final payment of $1.0 million. The first payment is to be made 30 days after the
Effective Date.

Employee Retention Credits Setoff by Priority Federal Tax Claims

The Internal Revenue Service (“IRS”) has filed amended Priority Federal Tax Claims
totaling approximately $8.2 million. The Debtor assumes that the IRS will offset its
Claims against the Employee Retention Credits. The Liquidation Analysis therefore
deducts this amount from Gross Proceeds from Estate Assets in both the Chapter 11 and
7 scenarios.

Employee Retention Credits—Synergi Administrative Fee [Docket No. 723]
Pursuant to order of the Bankruptcy Court at Docket No. 723, Synergi has an Allowed
Administrative Claim calculated as 10% of the refundable ERC returns filed by the
Debtor after June 27, 2023 (the date of entry of the order) and actually approved and paid
in cash to the Debtor or its successor. The Debtor filed ERC returns after June 27 for
2020 in the aggregate amount of approximately $7.6 million. Before June 27, 2023, the
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Debtor filed ERC returns for 2021 in the aggregate amount of approximately $9.1
million. Subsequently, the debtor filed approximately $9.2 million in ERC returns for
2020 and 2021 in addition to the $16.7 million originally filed after June 27, 2023. The
Debtor assumes the IRS will combine the ERC credits for 2020 and 2021, and offset the
approximate $8.2 million in priority IRS claims, and remit the balance to the Debtor. For
purposes of calculating the Synergi fee, the Debtor assumes the total priority IRS claim is
allocated pro rata to each of 2020 and 2021, which results in the reflected fee to Synergi.
Chapter 7 Trustee Fees

The Liquidation Analysis assumes hypothetical Chapter 7 trustee fees would be as set
forth in section 326(a) of the Bankruptcy Code. The Plan Proponents assume that
Chapter 7 trustee fees will be approximately 3% of Gross Proceeds from Estate Assets
(Line 6).

Chapter 7 Professional Fees

Chapter 7 Professional Fees include costs for financial advisors, attorneys, accountants,
and other professionals retained by the Chapter 7 trustee. In the Liquidation Analysis,
Chapter 7 Professional Fees are estimated to be approximately $1.0 million plus a 40%
contingency fee on the Causes of Action Proceeds (Line 4). This amount may fluctuate
based on the length and complexity of the wind-down process and could be substantially
greater if the claims cannot be resolved without the need for substantial litigation.
Chapter 11 Administrative Costs

Chapter 11 Administrative Expenses represent the costs associated with the
administration of the Debtor’s Chapter 11 case including professional fees and other
administrative expenses through the Effective Date of the Plan. The Chapter 11
Administrative Costs of approximately $23.5 million represent the total administrative
expenses for the Chapter 11 case, comprised of: (i) approximately $12.4 million, of
incurred and paid administrative claims through September 20, 2024; (ii) approximately
$8.9 million, of incurred but unpaid administrative claims through September 20, 2024;
and (iii) approximately $2.1 million in incremental Administrative Claims expected to be
incurred for the remainder of the Chapter 11 case through the anticipated Effective Date.
The actual Administrative Claims may be higher as a result of the additional hearings
required to obtain approval of the Plan and Disclosure Statement.

The Chapter 7 scenario assumes the same as the Chapter 11 scenario above, except the
Plan does not receive final approval. Unpaid, incremental expenses will remain
outstanding and must be paid by the hypothetical Chapter 7 trustee before there can be
distributions to General Unsecured Creditors.

Other Administrative Expense Claims

This line includes filed or anticipated Administrative Claims for entities other than estate
professionals who have provided services to the Debtor during the Chapter 11 Case. As
discussed in the Disclosure Statement, Sigma Risk Management (“Sigma”) is likely to
seek payment for its postpetition services of approximately $3.0 million. For illustrative
purposes, the Liquidation Analysis assumes a range for ultimate Allowed Administrative
Claims, mostly consisting of claims filed by Sigma. In the Chapter 11 scenario, there
would be no recovery without an increase in the DIP funding; therefore, no recovery is
currently assumed in the Chapter 11 scenario.

In a hypothetical Chapter 7 liquidation, unpaid Chapter 11 Administrative Claims are
senior in rights to payment to General Unsecured Claims and must be paid in full before
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General Unsecured Claims may receive a distribution. Thus, under this illustration, the
Liquidation Analysis assumes that the Chapter 7 will be unable to pay the allowed
Chapter 11 Administrative Expenses in full, meaning that under the low-end scenario,
there will be no funds left to pay holders of General Unsecured Claims, as these
Administrative Claims will consume all remaining proceeds of the estate.

DIP Facility Funding - Principal Only

The Chapter 11 DIP Facility Funding of $23.5 million represents the total principal
amount of DIP funding estimated to be received by the Debtor, comprised of: (i)
approximately $13.2 million, of funded DIP draws through September 20, 2024; (ii)
approximately $9.7 million in incremental DIP draws; and (iii) use of approximately $0.6
million of the $1.0 million back-stop allowed for professional fees and expenses.

The Chapter 7 scenario assumes a Plan is not confirmed and therefore the final $2.5
million due upon confirmation is funded, nor does the estimated $0.6 million of the $1.0
million back stop.

It is important to note that this represents the principal only and does not include PIK
interest or funding fees.

DIP Claims

In the Chapter 11 scenario, the DIP Claims represent the total DIP Ending Balance
including principal, PIK interest, funding fees, and $0.6 million of the $1.0 million back
stop less the amounts that will be released pursuant to the Estate Party Settlement.

In the Chapter 7 scenario, DIP Claims will be lower because the final $2.5 million in
funding due upon confirmation and the $0.6 million back stop are assumed to not be
funded.

It is important to note that in the absence of advances made under the DIP Facility, the
Chapter 7 trustee would still have to pay Chapter 11 administrative expenses for the same
amount.

Plan Trusts’ Professional Fees

This line estimates the projected expenses associated with the Personal Injury Trust and
the GUC Liquidating Trustee professional fees to be incurred after the Effective Date, as
well as other wind down expenses necessary to discharge the duties and responsibilities
of the respective Trusts.

These expected costs of $2.0 million for each of the GUC Trust and P/WD Trust,
respectively are estimated to be incurred in the Chapter 11 scenario in both the low and
high scenarios. However, the actual amounts could differ based on the length and
complexity of the wind-down processes and could be higher or lower than the amounts
assumed herein.

Post-Effective Date United States Trustee Fees

These fees represent the statutory fees payable to the United States Trustee in the Chapter
11 scenario and are approximately 0.8% of total distributions estimated to be made to
creditors. No UST fees will be required in the Chapter 7 liquidation scenario. Instead,
the Chapter 7 trustee will be entitled to a fee of up to 3% for all distributions made from
the estate.

Unclassified — Priority State Tax Claims

This category includes approximately $362302.4 thousand of state tax claims entitled to
priority treatment under the Bankruptcy Code.
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In the Chapter 11 scenario, all Priority State Tax Claims are estimated to receive 100%
recovery in both the low and high scenarios, respectively. To the extent all or a portion
of any of these claims are disallowed or reduced, additional funds could be available for
distribution to holders of General Unsecured Claims.

In the Chapter 7 scenario, the priority state tax claims will receive 0% recovery in the
low-end scenario because there will not be sufficient funds on hand to pay such claims.
Class 1 — Other Priority Claims

This category includes proofs of claim filed as “priority claims” in the approximate
aggregate-amount of $775775.3 thousand, excluding the state and federal priority tax
claims discussed above.

In the Chapter 11 scenario, all Other Priority Claims are estimated to receive 100%
recovery.

Class 2 — Other Secured Claims

This category includes proofs of claims filed as “secured claims” in the approximate
aggregate-amount of $16.4 million. These proofs of claim include the following: (i)
claims filed by a group of insurance companies purportedly secured by approximately
$+3-+14 million cash deposits held by such insurance companies, but allocated to CHS
TX, Inc. in the divisional merger (see KCC Claim Nos. 583 & 584; see also Docket No.
810); and (ii) claims filed by trade vendors purportedly secured by equipment in the
possession or control of the Debtor.

Fhe-Plan Proponents do not believe that the insurance companies are entitled to any
distribution as secured creditors from the cash held by the estate because, among other
things, the collateral purportedly securing such claims has been allocated to CHS TX,
Inc. pursuant to the divisional merger. While Plan Proponents do not believe any such
creditors are entitled to a distribution as secured creditors from the cash proceeds
available, such creditors may be entitled to seek recovery as general unsecured creditors
and nothing in the Plan prohibits such creditors from asserting such an unsecured claim
or a Plan Proponent, the GUC Trustee, or any other party in interest from objecting to the
same. To the extent the Debtor still possess any equipment leased from or financed by a
trade vendor, such equipment will be tendered back to such creditor. As a result, all of
these “Other Secured Claims” have been zeroed out and removed from the Liquidation
Analysis because the Plan Proponents do not believe any such creditors are entitled to a
distribution from the cash proceeds available.

Class 3 — Convenience Claims

Convenience Claims represent any Claim that would otherwise be a General Unsecured
Claim that is Allowed in the amount of $5,000 or less.

Proofs of claim filed in the appreximatebyapproximate amount of $1+66,566100.5
thousand are assumed to receive 100% recovery in both the Chapter 11 low and high
scenarios, and no recovery in the Chapter 7 low recovery scenarios.

Class 4 /5 — Non-Personal Injury Claims

Proofs of claim filed in the approximate amount of $138.6 million. The Debtor and UCC
estimates Non-Personal Injury Claims could be allowed in the range of $75.0
million-$100.0 million, excluding settlement party proof of claim amounts. Depending
on the ultimate amounts Allowed, and all of the other factors discussed herein, these
claims could recover between 24.4% and 44.0% under the Plan. Chapter 7 claims
include settlement party proof of claim amounts.
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Class 6 / 7/ 8 — Personal Injury Claims

Proofs of claim filed in the approximate face amount of $+6871.1 billion. The TCC
values Personal Injury Claims in the range of $68.0 million — $112.3 million based on
applying the proposed Trust Distribution Procedures to filed / pending claims. These
claims could recover between 23.7% and 64.9% under the Plan.

Class 9 /10 — Indirect Claims

Proofs of claim filed in the appreximatebyrapproximate amount of $10.4 million. As set
forth in the Plan, these claims will receive the same treatment as provided under section
509 of the Bankruptcy Code, which provides for such claims to be subrogated to the
claims that are paid, but subordinated until such claims are paid in full.
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EXHIBIT 3
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Exhibit B

Form of PI/WD Trust Distribution Procedures
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TEHUM CARE SERVICES, INC.

TRUST DISTRIBUTION PROCEDURES FOR PERSONAL INJURY CLAIMS

ARTICLE I
PURPOSE AND GENERAL GUIDELINES

A. Purpose. The purpose of the Personal Injury Trust (or the “Trust”) is to, among
other things, (i) assume legal liability for Channeled PI/WD Trust Claims—i.e., Channeled PI/WD
Claim, which are referred to herein as “Personal Injury Claims” and Channeled Indirect PI/'WD
Claims, which are referred to herein as “Indirect Claims”—pursuant to the terms of the Plan,
(1) prosecute and assert the Retained Trust Causes of Action and the PI/WD Retained Trust Causes
of Action, (iii) to hold, preserve, maximize, liquidate, and administer the PI/WD Trust Assets
(the “Trust Assets”) for the benefit of the beneficiaries of the Trust, (iv) liquidate the Trust Assets,
(v) employ procedures to allow valid Trust Claims (as further set forth herein) in accordance with
section 502 of the Bankruptcy Code and/or applicable law (each, an “Allowed Personal Injury
Claim” or an “Allowed Indirect Claim”), (vi) determine an allowed liability amount for each
Allowed Trust Claim (the “Allowed Claim Amount”), and (vii) process and direct payment of all
Allowed Trust Claims. These Trust Distribution Procedures (the “TDPs”) are adopted pursuant
to the PI/WD Trust Agreement (the “Trust Agreement”) and have been approved as fair,
equitable, and reasonable by the United States Bankruptcy Court for the Southern District of Texas
(the “Bankruptcy Court”). The TDPs are designed to provide fair, equitable, and substantially
similar treatment for Allowed Trust Claims. The TDPs provide the means for resolving all Trust
Claims that were assumed by the Trust and for which the Debtor had or is alleged to have legal
responsibility. As set forth in the Trust Agreement, the PI/WD Trustee (the “Trustee”) will
implement and administer the TDPs, with the goals of securing the just, speedy, fair, reasonable,
and cost-efficient determination of every Trust Claim, providing substantially similar treatment to
holders of similar, legally valid and supported Allowed Trust Claims as set forth herein, and
obtaining and maximizing the benefits of the Trust Assets.

B. General Principles. To achieve maximum fairness and efficiency, and recoveries
for holders of Allowed Trust Claims, the TDPs are founded on the following principles:

1. objective claim eligibility criteria;

2. clear and reliable proof requirements;

3. administrative transparency;

4. a rigorous review and evidentiary process that requires the Trustee to

determine and reach final determinations and to achieve Allowed Claim
Amounts that are fair and reasonable;

5. robust audit procedures to verify the submission and payment of valid Trust
Claims; and

6. independence of the Trust and the Trustee.
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C. Payment of Allowed Personal Injury Claims and Insurance Recoveries.
Pursuant to the Plan, the Trust has assumed the legal liability for, and obligation to pay, Allowed
Trust Claims. The Trust Assets, including the proceeds of the assigned insurance rights, shall be
used to fund distributions to Claimants who are determined by the Trustee to hold Allowed
Personal Injury Claims under the TDP. The amounts that certain Claimants who are determined
by the Trustee to hold Allowed Trust Claims will be paid on account of their Allowed Trust Claims
will depend on, among other things, the Trust’s ability to liquidate and recover the proceeds of the
assigned insurance rights and other causes of action. The amount of any installment payments,
initial payments, or payment percentages established under the TDPs or the Trust Agreement are
not the equivalent of (i) any Claimant’s Allowed Claim Amount or (ii) the right to payment that
the holder of an Allowed Trust Claim has against the Debtor, as assumed by the Trust. For
example, if the Allowed Claim Amount of a Personal Injury Claim is $1 million and the Initial
Payment Percentage is 10% (such that the Trust can afford to pay the Personal Injury Claimant
$100,000 on account of the Personal Injury Claim), the Debtor’s legal liability, or obligation to
pay, shall be $1 million (i.e., the Allowed Claim Amount) and shall not be the amount that the
Trust can afford to pay the Personal Injury Claimant.

D. Interpretation. In the event of any ambiguity or conflict between the terms of the
TDPs, the Trust Agreement, the Plan and the Confirmation Order, each document shall have
controlling effect in the following rank order: (1) the Confirmation Order, (2) the Plan, (3) the
Trust Agreement, and (4) the TDPs.

ARTICLE II
DEFINITIONS AND RULES OF INTERPRETATION

A. Incorporation of Plan Definitions. Capitalized terms used but not defined in the
TDPs have the meanings ascribed to them in the Plan or the Trust Agreement and such definitions
are incorporated in the TDPs by reference.

B. Definitions. The following terms have the respective meanings set forth below:

1. “Acceptance and Release” shall have the meaning set forth in ARTICLE
VIIL.D.

2. “ADR Procedures” shall have the meaning set forth in ARTICLE IV K.

3. “Allowed Claim Amount” shall have the meaning set forth in ARTICLE
LA.

4. “Allowed Claim Notice” shall have the meaning set forth in ARTICLE
IV.L

5. “Allowed Personal Injury Claim” shall have the meaning set forth in
ARTICLE LA.

6. “Base Matrix Value” shall mean the base case value for each tier of

Personal Injury Type (labeled as such in the Claims Matrix and more specifically defined
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and described in ARTICLE VI.D) to be used to value Personal Injury Claims and that may
be identified in connection with the description of the Scaling Factors in ARTICLE VI.C.

7. “Basic Claim Submission” shall mean the submission of Identifying
Information to the Trust and the election to make or not make the Expedited Distribution
Election.

8. “Channeled Indirect PI/WD Claim” shall have the meaning ascribed to it
in the Plan.
9. “Channeled PI/WD Claim” shall have the meaning ascribed to it in the

Plan.

10.  “Channeled PI/WD Trust Claim” shall have the meaning ascribed to it in
the Plan.

11. “Claims Matrix” shall mean (as specifically defined and described in
ARTICLE VI.C and ARTICLE VIL.D) a table scheduling the five tiers of Personal Injury
Types, and identifying the Base Matrix Value, and Maximum Matrix Value for each tier.

12. “Claim Notice” shall have the meaning set forth in ARTICLE IV.I.

13.  “Claimant” shall mean the holder of a Personal Injury Claim or the holder
of an Indirect Claim.

14. “Claims Audit Program” shall have the meaning set forth in ARTICLE

IV.L.

15.  “Disallowed Claim” shall have the meaning set forth in ARTICLE IV.F.

16. “Disallowed Claim Notice” shall have the meaning set forth in ARTICLE
IV.H.

17. “Exigent Claim” shall mean an Exigent Health Claim or an Exigent
Hardship Claim.

18. “Exigent Hardship Claim” shall mean a Personal Injury Claim that is

compensable hereunder, for which the Trustee, in his or her sole discretion, determines that
the claimant needs immediate financial assistance based on the claimant’s expenses and all
sources of available income.

19. “Exigent Health Claim” shall mean a Personal Injury Claim for which the
Personal Injury Claimant has provided a declaration or affidavit made under penalty of
perjury by a physician who has examined the Personal Injury Claimant within one hundred
and twenty (120) days of the declaration or affidavit in which the physician states that there
is substantial medical doubt that the Personal Injury Claimant will survive beyond six (6)
months from the date of the declaration or affidavit.
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20. “Expedited Distribution” shall have the meaning set forth in ARTICLE
V.A.

21. “Expedited Distribution Election” shall mean an irrevocable election
made by an individual to receive an Expedited Distribution on account of a Personal Injury
Claim.

22. “FIFO” shall mean “first-in-first-out” and refers to the impartial basis for
establishing a sequence pursuant to which Personal Injury Claims shall be initially
reviewed by the Trust.

23. “FIFO Processing Queue” shall mean the FIFO line-up on which the Trust
initially reviews Trust Claims Submissions.

24, “Final Determination” shall have the meaning set forth in ARTICLE IV.J.

25.  “Identifying Information” shall mean, with respect to the holder of a Trust
Claim, the holder’s: (a) name; (b) address; (c) social security number (if the holder has
one); and (d) counsel serving as the holder’s representative (if any) and such counsel’s
address.

26. “Indirect Claim” means a Channeled Indirect PI/WD Claim.
27. “Indirect Claimant” shall mean the holder of an Indirect Claim.

28. “Indirect Claim Criteria” shall have the meaning set forth in ARTICLE

VILA.

29.  “Initial Claims Filing Date” shall mean the date on which the Trust first
provides notice that it is able to accept Trust Claim Submissions.

30. “Initial Payment Percentage” shall have the meaning set forth in
ARTICLE VIILB.

31.  “Insured Lawsuit” shall have the meaning set forth in ARTICLE IX.D.

32. “Insured Personal Injury Claim” shall have the meaning set forth in
ARTICLE IX.A.
33. “Maximum Matrix Values” shall mean the value for each tier of Personal

Injury Type (labeled as such in the Claims Matrix and more specifically defined and
described in ARTICLE VI.D) that represents the maximum Allowed Claim Amount
achievable for an Allowed Personal Injury Claim assigned to a given tier after applicable
of the Scaling Factors described in ARTICLE VILE.

34. “Opt Out Return Election” shall have the meaning set forth in ARTICLE
IX.C.
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35. “Personal Injury Claim” shall be a Channeled PI/WD Claim.

36. “Personal Injury Claimant” shall mean the holder of a Personal Injury
Claim.

37. “Personal Injury Claim Criteria” shall have the meaning set forth in
ARTICLE VILA.

38. “Personal Injury Types” shall have the meaning set forth in ARTICLE
VI.C.

39. “Potentially Liable Party” means any party that is potentially co-liable
with the Trust for a Trust Claim, including governmental entities. Potentially Liable Parties
shall not include any Released Party.

40. “Proposed Allowed Claim Amount” shall have the meaning set forth in
ARTICLE IV 1.

41. “Reconsideration Request” shall have the meaning set forth in ARTICLE
IV.K.

42. “Reconsideration Deadline” shall have the meaning set forth in ARTICLE
IV.K.

43. “Released Parties” shall have the meaning ascribed to it in the Plan.

44. “Scaling Factors” shall have the meaning set forth in ARTICLE VI.C.

45. “Submitted Claim” shall have the meaning set forth in ARTICLE IV.E.

46. “Supplemental Payment Percentage” shall have the meaning set forth in
ARTICLE VIII.C.

47. “TAC” shall mean the Trust Advisory Committee that represents the

interests of holders of Personal Injury Claims pursuant to the Plan and Trust Agreement.
48. “Threshold Criteria” shall have the meaning set forth in ARTICLE IV.D.

49, “Trust Claim” means a Channeled PI/WD Trust Claim or a Channeled
Indirect PI/WD Claim.

50. “Trust Claim Submission” shall have the meaning set forth in ARTICLE
IV.E.

51. “Trust Claim Submission Date” shall have the meaning set forth in
ARTICLE IV.E.

C. Interpretation; Application of Definitions and Rules of Construction. For
purposes of the TDP, unless otherwise provided herein: (1) whenever from the context it is
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appropriate, each term, whether stated in the singular or the plural, will include both the singular
and the plural, and pronouns stated in the masculine, feminine, or neuter gender shall include the
masculine, feminine, and the neuter gender; (2) any reference to a person as a holder of a Claim
includes that person’s estate, successors, and assigns; (3) the words “herein,” “hereof,” “hereto,”
“hereunder,” and other words of similar import refer to the TDPs as a whole and not to any
particular article, section, subsection, or clause; (4) the words “include” and “including,” and
variations thereof, shall not be deemed to be terms of limitation and shall be deemed to be followed
by the words “without limitation;” (5) any effectuating provisions of the TDPs may be reasonably
interpreted by the Trustee in such a manner that is consistent with the overall purpose and intent
of the TDPs without further notice to or action, order, or approval of the Bankruptcy Court; (6) the
headings in the TDPs are for convenience of reference only and shall not limit or otherwise affect
the provisions hereof; (7) in computing any period of time prescribed or allowed by the TDP,
unless otherwise expressly provided herein, the provisions of Bankruptcy Rule 9006(a) shall
apply; (8) “or” is not exclusive; and (9) all provisions requiring the consent of a person shall be
deemed to mean that such consent shall not be unreasonably withheld.

ARTICLE III
TDP ADMINISTRATION

A. Administration. Pursuant to the Plan and the Trust Agreement, the Trust and the
TDPs shall be administered by the Trustee subject to the consultation and consent provisions
applicable to the TAC.

B. Powers and Obligations. The powers and obligations of the Trustee, and the
consultation and consent provisions applicable to the TAC are set forth in the Trust Agreement.
For the avoidance of doubt, the TAC shall have no authority or ability to modify, reject, or
influence any claim review or Allowed Claim Amount determination under the TDPs.

C. Consent Procedures. The Trustee shall obtain the consent of the TAC on any
amendments to the TDPs pursuant to ARTICLE XI.A, and on such matters as are otherwise
required below and in Section 5.14 of the Trust Agreement. Such consent shall not be
unreasonably withheld, conditioned or delayed.

D. Extension of Deadlines. The Trustee with the consent of the TAC may extend any
deadlines set forth in the TDPs.

ARTICLE IV
GENERAL TRUST PROVISIONS

A. Confidentiality. Documents submitted to the Trust by a Claimant are for the sole
benefit of the Trust and not third parties or defendants. All submissions to the Trust by a Claimant,
including Trust Claim Submission and any documents submitted therewith, shall be treated as
made during settlement discussions between the Claimant and the Trust and are intended by the
parties to be confidential and to be protected by all applicable state and federal privileges, including
those directly applicable to settlement discussions. The Trust will preserve the confidentiality of
such Claimant submissions and shall disclose the contents thereof only to such persons as
authorized by the Claimant, the TDPs, or in response to a valid subpoena of such materials, seeking
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non-privileged, non-mediation protected materials, issued by the Bankruptcy Court, the United
States District Court for the Southern District of Texas, or any other court of competent
jurisdiction. The Trust shall provide counsel for the Claimant, or if unrepresented, the Personal
Injury Claimant, with a copy of any such subpoena immediately upon being served. In such a
case, the Trust shall provide notice to counsel for the Claimant, or if unrepresented, the Personal
Injury Claimant, to allow such party sufficient time to object to the production. The Trust shall on
its own initiative or upon request of the Claimant or Claimants in question take all necessary and
appropriate steps to preserve all privileges. Notwithstanding anything in the foregoing to the
contrary, the Trust may disclose information, documents, or other materials reasonably necessary
in the Trust’s judgment to (i) one or more consultants and professionals (including a third party
claims processing firm) retained by the Trust to assist in the administration of the Trust Claims,
and (ii) preserve, obtain, litigate, resolve, or settle insurance coverage, or pursue any other claims
transferred or assigned to the Trust by the holder of the Trust Claim or operation of the Plan;
provided, however, that the Trust shall take all steps reasonably feasible to preserve the further
confidentiality of such information, documents, and materials.

B. FIFO Claims Process Queuing and Exigent Claims. Except as otherwise
provided herein with respect to Exigent Claims, the Trust shall commence review of all Trust
Claim Submissions for processing purposes on a FIFO basis, provided, however, that nothing
herein shall require the Trust to complete the review of any Trust Claim prior to reviewing and
paying any subsequently filed Trust Claims. A Claimant’s position in the FIFO Processing Queue
shall be determined as of the Claimant’s Trust Claim Submission Date. A Claimant that seeks
recovery on account of an Exigent Claim shall be moved in front of the FIFO Processing Queue
no matter what the order of processing otherwise would have been under the TDPs.

C. Statute of Limitations or Repose. The statute of limitations and the choice of law
determination applicable to claims against the Trust shall be determined by reference to the tort
system where a claim was pending on the Petition Date, or where such a claim could have been
timely and properly filed as asserted by the Claimant. To be considered timely submitted and
eligible for compensation, all Trust Claims filed against the Trust must either (a) in the case of
claims first filed in the tort system against the Debtor prior to the Petition Date, have been filed
prior to the applicable federal or state statute of limitations and repose that was in effect at the time
of the filing of the claim in the tort system, and such claim must not have been dismissed prior to
the Petition Date; or (b) in the case of claims not filed against the Debtor in the tort system prior
to the Petition Date, have been filed with the Trust prior to the applicable federal or state statute
of limitations and repose that was in effect at the time of the filing of a Basic Claim Submission
with the Trust. For the purpose of applying the TDPs, the running of the applicable statute of
limitations or repose shall be tolled as of the earliest of: (a) the actual filing of a claim against the
Debtor prior to the Petition Date in the tort system; (b) the date specified by agreement or otherwise
among the Debtor and/or the Trust, on the one hand, and the applicable claimant, on the other
hand, (or, if none, the date of the agreement) in the case of tolling prior to the Petition Date by an
agreement or otherwise, provided such tolling was still in effect on the Petition Date; or (¢) the
Petition Date. The tolling as of the Petition Date shall run and exhaust as of 30 days after the
Effective Date of the Plan. If a Trust Claim meets any of the tolling provisions in the foregoing
sentence and the claim was not barred by the applicable federal or state statute of limitations or
repose at the time of the relevant tolling event, it shall be treated as timely filed if a Basic Claim
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Submission in respect of such claim is filed with the Trust within sixth (60) days after the Initial
Claims Filing Date.

D. Threshold Eligibility. To be eligible to potentially receive compensation from the
Trust on account of a Trust Claim, each Claimant must:

(1) have timely filed, or have been deemed to have timely filed, a Proof of
Claim with the Bankruptcy Court;

(2) have personally signed his or her Proof of Claim attesting to the truth of its
contents under penalty of perjury, or supplements his or her Proof of Claim
to so provide such verification;

3) have filed a Proof of Claim that is free of material defect such that the
Trustee is able to determine from the Proof of Claim that Trust Claim is
prima facie valid and is not barred by any applicable federal or state statute
of limitations or repose; and

4) have not previously had his or her Trust Claim dismissed on the merits or
have received payments on his or her Trust Claim so that no recovery from
the Trust would be permissible under the TDP, including ARTICLE X.

Trust Claims asserted by Claimants who do not satisfy this threshold eligibility criteria
(the “Threshold Criteria”) shall be deemed by the Trustee to be Disallowed Claims after a
Disallowed Claim Notice has been delivered in accordance with ARTICLE IV.H, and shall not be
paid by the Trust.

E. Trust Claim Submissions. Other than Personal Injury Claimants who make the
Expedited Distribution Election, each Claimant who elects to pursue recovery from the Trust
pursuant to the TDPs must submit his or her Trust Claim for settlement, valuation, and allowance
in the manner and on the forms (including via electronic portal) prescribed by the Trust (each, a
“Trust Claim Submission”). To properly make a Trust Claim Submission, each submitting
Claimant must (i) complete a questionnaire; (i1) produce all records and documents requested by
the Trustee; and (ii1) consent to and cooperate in any written or oral examinations requested by the
Trustee. Additional information that must be submitted for Personal Injury Claims as a part of the
Trust Claim Submission is set forth in ARTICLE VI.B, and additional information that must be
submitted for Indirect Claims as part of the Trust Claims Submission is set forth in ARTICLE
VIL.B. The date on which a Claimant submits the Trust Claim Submission to the Trust shall be
the “Trust Claim Submission Date.” Other than an Expedited Distribution, no recovery shall be
provided to a Claimant who does not submit a Trust Claim Submission and his or her claim shall
be deemed by the Trustee to be a Disallowed Claim after a Disallowed Claim Notice has been
delivered in accordance with ARTICLE IV.H. To complete the evaluation of each Trust Claim
submitted through a Trust Claim Submission (each a “Submitted Claim”), the Trust also may,
but is not required to, obtain additional information or supplemental information from the Claimant
or from other parties. Notwithstanding anything contained in the TDPs, the Trustee may waive
any requirement to provide records or documents if doing so would not impair the Trust’s ability
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to fully evaluate a Trust Claim in accordance with the TDPs and requiring such records or
documents would constitute an undue hardship for the Claimant.

F. Claims Evaluation. The Trust shall evaluate each Trust Claim Submission
individually and will follow the uniform procedures and guidelines set forth herein to determine,
based on the evidence obtained by the Trust, whether a Submitted Claim should be allowed. After
a review of the documentation provided by the Claimant in his or her Trust Claim Submission and
any follow-up materials, the Trust will determine the Trust Claim to be either (i) legally valid and
an Allowed Personal Injury Claim or an Allowed Indirect Claim or (ii) legally invalid and
ineligible for compensation (a “Disallowed Claim”).

G. Deficiency Notices. If the Trust Claim Submission does not include evidence that
is presumptively reliable, or the Trust otherwise determines that additional evidence is reasonably
required to establish the validity or amount of a Trust Claim, the Trust may issue deficiency notices
to Claimants identifying the information requested by the Trust to cure the deficiency. The failure
to provide information requested by the Trust shall be grounds for the Trustee to determine that a
claim is a Disallowed Claim.

H. Disallowed Claims. If the Trustee determines that a Submitted Claim is a
Disallowed Claim, the Trustee shall provide written notice of his or her determination to the
relevant Claimant (an “Disallowed Claim Notice”). If the Trustee determines that a Submitted
Claim is a Disallowed Claim, the Trustee will not perform the Allowed Trust Claim valuation
analysis described herein.

L. Allowed Trust Claims. If the Trustee determines that a Submitted Claim is an
Allowed Trust Claim, the Trustee shall utilize the procedures described in ARTICLE VI.C to
determine the value of Personal Injury Claims and the procedures described in ARTICLE VII.C
to determine the value for Indirect Claims (each, a “Proposed Allowed Claim Amount”), and
provide written notice of allowance and the Proposed Allowed Claim Amount to the Claimant (an
“Allowed Claim Notice” and together with the Disallowed Claim Notice, a “Claim Notice”) as
set forth in ARTICLE IV.J below. The Trustee shall have the right to develop additional
procedures necessary to determine the value of any Trust Claims that are not subject to ARTICLE
VI or ARTICLE VII so that they are valued in accordance with state law or, if applicable, other
non-bankruptcy law and result in values consistent with values ascribed to other Trust Claims
under the TDPs.

J. Claims Determination. If the Claimant accepts the Proposed Allowed Claim
Amount in the Allowed Claim Notice or the reconsideration process set forth hereinafter in
ARTICLE IV.K has been exhausted, the Proposed Allowed Claim Amount shall become the
Allowed Claim Amount for such Trust Claim, operating as a final settlement for such Trust Claim
and a determination of the Debtor’s liability for such Trust Claim (a “Final Determination”), and
the holder of such Allowed Trust Claim shall be approved for payment in accordance with
ARTICLE VIILA, subject to the Claimant executing the Acceptance and Release set forth in
ARTICLE VIIL.D.

K. ADR Procedures for Reconsideration Requests. A Claimant may make a request
for reconsideration of (i) a determination that his or her Submitted Claim is ineligible for
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compensation, or (ii) the valuation of the Submitted Claim by the Trust (a “Reconsideration
Request”) within ninety (90) days of receiving a Disallowed Claim Notice or an Allowed Claim
Notice (the “Reconsideration Deadline”). Any Claimant who fails to submit a Reconsideration
Request to the Trust by the Reconsideration Deadline shall be deemed to accept the disallowance
of the Trust Claim or the Proposed Allowed Claim Amount. The Trustee shall develop non-
binding arbitration dispute resolution procedures (the “ADR Procedures”) to resolve
Reconsideration Requests. Disputes over the validity of a Trust Claim shall be eligible for
reconsideration and resolution under the ADR Procedures. The Claimant may submit further
evidence in support of the Submitted Claim with the Reconsideration Request. The arbitrators will
reconsider the Submitted Claim—including all new information provided by the Claimant in the
Reconsideration Request—and will have the discretion to maintain the prior determination or
determine that the Submitted Claim in question is an Allowed Trust Claim or should receive a new
Proposed Allowed Claim Amount. If the arbitrators determine upon reconsideration that a
Submitted Claim is an Allowed Trust Claim and/or should receive a new Proposed Allowed Claim
Amount, the arbitrators will deliver their recommendation to the Trustee. The Trustee is not bound
by the arbitrators’ determination. The Trustee may accept or reject the arbitrators’
recommendation. Ifthe Trustee rejects the arbitrators’ recommendation for any reason, the Trust’s
earlier allowance determination and/or Proposed Allowed Claim Amount shall stand, and the Trust
will provide a Claim Notice to the Claimant of such result. In any event, the Allowed Claim
Amount, if any, set by the Trustee at the conclusion of the ADR Procedures will constitute a Final
Determination and the holder of such Allowed Trust Claim shall be approved for payment in
accordance with ARTICLE VIIIL A, subject to the Claimant executing the Acceptance and Release
set forth in ARTICLE VIILD. In no event will a Trust Claim that has completed the
reconsideration process be subject to any further reconsideration.

L. Claims Audit Program. The Trustee may institute procedures for auditing the
reliability of evidence submitted to the Trust involving Trust Claims for which the Trust has legal
responsibility (the “Claims Audit Program”). The Trustee may utilize the services of a third-
party claims processing facility to assist in the evaluation of Trust Claims submitted to the Trust.
The filing of any Trust Claim with the Trust, regardless of the treatment sought, shall constitute
consent for the Trust to release to any entity overseeing the Claims Audit Program all information
submitted to the Trust on behalf of the Claimant and to disclose the status of any such Trust Claim
and the amount and date of any payments on account of such Trust Claim. Any Claimant subject
to the Claims Audit Program shall cooperate and provide the Trust with non-privileged information
reasonably requested by the Trust and, if requested by the Trust, authorization to obtain
information such Claimant has submitted to any other trusts or third parties relating to such
Claimant’s Trust Claim. If an audit reveals that fraudulent information has been provided to the
Trust, the Trust may penalize any claimant or claimant’s attorney by disallowing the Trust Claim
or by other means including requiring the return of any payments received from the Trust and
requiring the claimant to pay the costs associated with the audit, as well as any other appropriate
action or sanction.

M. Medical Liens. The Trust may, but is not required, to account for all known
outstanding governmental medical liens, if any, currently owed by the Claimant. The resolution
of all such liens shall be an obligation of the Claimant although the Trust may determine to offset
to any payment on account of a Trust Claim to resolve any such liens. The Trustee may retain the
services of a lien resolution administrator to identify, resolve, and satisfy, in accordance with

10
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applicable law, certain Claimant governmental repayment obligations, including but not limited
to, Medicare (Parts A and B), Medicaid, and other governmental liens.

ARTICLE V
EXPEDITED DISTRIBUTIONS

A. Expedited Payment Criteria. A Personal Injury Claimant who meets the
following criteria may elect to resolve his or her Personal Injury Claim for an expedited
distribution of $5,000 (the “Expedited Distribution™): (i) Personal Injury Claimant made an
Expedited Distribution Election in his or her Basic Claim Submission to the Trust or otherwise in
accordance with the Plan and Confirmation Order; and (ii) the Personal Injury Claimant satisfies
the Threshold Criteria.

B. Process and Payment of Expedited Distributions. Personal Injury Claimants
who have elected to receive the Expedited Distribution and who met the Threshold Criteria, shall
be entitled to receive their Expedited Payment upon executing an appropriate release. A Personal
Injury Claimant who elects to receive the Expedited Distribution shall have no other remedies with
respect to his or her Personal Injury Claim against the Trust and will not be eligible to receive any
further distribution on account of their Personal Injury Claim from the Trust.

ARTICLE VI
CLAIMS ALLOWANCE PROCESS FOR PERSONAL INJURY CLAIMS

A. General Criteria for Evaluating Submitted Claims. In addition to satisfying the
Threshold Criteria, to be eligible to receive compensation from the Trust on account of a Personal
Injury Claim, each Personal Injury Claimant must have a Personal Injury Claim against the Debtor
that is (i) valid under applicable state or federal law, and (ii) not subject to (y) disallowance under
section 502 of the Bankruptcy Code, including subsection (b) thereof, or (z) subordination under
sections 509(c) or 510 of the Bankruptcy Code, or otherwise under applicable law. The foregoing
requirements are herein referred to as the “Personal Injury Claim Criteria.” Personal Injury
Claims asserted by Personal Injury Claimants who do not satisfy the Personal Injury Claim Criteria
shall be deemed by the Trustee to be Disallowed Claims after a Disallowed Claim Notice has been
delivered in accordance with ARTICLE IV.H, and shall not be paid by the Trust.

B. Trust Claim Submissions for Personal Injury Claims. To properly make a Trust
Claim Submission, each submitting Personal Injury Claimant, in addition to completing and filing
a Basic Claim Submission with the Trust, must provide:

(1) Medical Records. Medical records or other medical evidence that contain
information sufficient to support a diagnosis or treatment of any alleged
injury for which the Personal Injury Claimant seeks compensation.

(i1) Description of Injury. A written narrative or an audio or video recording
detailing the Personal Injury Claimant’s injury or treatment, including a
timeline of such injury or treatment. This may be provided by an attorney,
personal representative, or family member for Personal Injury Claims
involving wrongful death.

11
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(ii1))  Location of Incarceration. Evidence sufficient to show that the Personal
Injury Claimant was incarcerate at one or more facilities which the Debtor
(or its predecessor) operated and provided medical services and the
approximate starting and ending dates (where applicable) of incarceration
at each facility.

(iv)  Wrongful Death. To the extent that the submission involves a Personal
Injury Claimant who is deceased, the decedent’s death certificate or a
medical record providing proof of death.

The date on which the foregoing is submitted to the Trust by a Personal Injury Claimant shall be
the Trust Claim Submission Date for the applicable Personal Injury Claim. The Trustee may order
medical records, death certificates, or obtain documents from third parties, including in
circumstances where the Personal Injury Claimant does not have legal representation.

C. Valuation of Allowed Personal Injury Claims. Ifa Personal Injury Claimant has
satisfied the Personal Injury Claim Criteria and has submitted the required Trust Claims
Submission, then it shall have an Allowed Personal Injury Claim and his or her Personal Injury
Claim shall be valued by the Trust in accordance with the claims matrix hereinafter (the “Claims
Matrix”) that schedules five types of personal injury types (the “Personal Injury Types”) and
designates for each Personal Injury Type a Base Matrix Value, a Maximum Matrix Value, and
certain scaling factors (the “Scaling Factors”) identified hereinafter to apply to the Base Matrix
Values to determine the liquidated values for certain unliquidated Personal Injury Claims. The
Personal Injury Types, Scaling Factors, Base Matrix Values, and Maximum Matrix Values that
are set forth in the Matrix have all been selected and derived with the intention of achieving a fair
and reasonable Personal Injury Claim valuation range considering the best available information,
considering the settlement, verdict and/or judgments that Personal Injury Claimants would receive
in the tort system absent the bankruptcy. The Trustee shall utilize the Claims Matrix and Scaling
Factors as the basis to determine a Proposed Allowed Claim Amount for each Allowed Personal
Injury Claim. The Proposed Allowed Claim Amount for an Allowed Personal Injury Claim shall
be deemed to be the Debtor’s liability for such Personal Injury Claim (i.e., the claimant’s right to
payment for his or her Personal Injury Claim), irrespective of how much the holder of such
Personal Injury Claim receives from the Trust pursuant to the payment provisions set forth in
ARTICLE VIII. In no circumstance shall the amount of the Debtor’s legal obligation to pay any
Personal Injury Claim be determined to be any payment percentages hereunder or under the Trust
Agreement (rather than the liquidated value of such Personal Injury Claim as determined under
the TDP).

D. Claims Matrix. The Claims Matrix establishes five tiers of Personal Injury Type
and provides the range of potential Allowed Claim Amounts assignable to an Allowed Personal
Injury Claim in each tier. The first two columns of the Claims Matrix delineate the five possible
tiers to which an Allowed Personal Injury Claim can be assigned based on the nature of the
Personal Injury. The Base Matrix value column for each tier represents the default Allowed Claim
Amount for an Allowed Personal Injury Claim assigned to a given tier (the “Base Matrix Value”).
The maximum Matrix value column for each tier represents the maximum Allowed Claim Amount
for an Allowed Personal Injury Claim assigned to a given tier after application of the Scaling
Factors described in ARTICLE VILE (the “Maximum Matrix Value”). The ultimate

12
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distribution(s) to the holder of an Allowed Personal Injury Claim that has received a Final
Determination may vary upward or downward from the holder’s Allowed Claim Amount based
on the payment percentages determined by the Trustee. If an Allowed Personal Injury Claim
would fall into more than one tier, it will be placed in the highest applicable tier. A Personal Injury
Claimant cannot have multiple Allowed Personal Injury Claims assigned to different tiers. To the
extent that a Personal Injury Claim does not fit within any of the five tiers, the Trustee, at his or
her discretion, will determine the tier.

Tier Type of Personal Injury Base Matrix Value | Maximum Matrix
Value

1 Wrongful Death $1,200,000 $1,597,200

2 Amputation (e.g., Amputation of $600,000 $798,600

Limb or Loss of Testicle), Complete
or Significant Loss of Mobility (e.g.,
Paralysis of Arms & Legs,
Quadriplegia, Untreated Bone
Breaks), Neurological and Cognitive
Issues (e.g., Stroke, Parkinson’s),
Cancer (e.g., Failure to
Treat/Diagnose Various Cancers),
Organ Rupture / Failure (e.g., Colon
Rupture, Renal Failure), Sexual
Abuse or Assault.

3 Infections and Immunological Issues | $200,000 $266,200
(e.g., Failure to Treat Resulting in
Fibrosis, Meningitis, or Other),
Cardiac and Vascular Problems (e.g.,
Heart Attack, Heart Damage),
Extreme Pain and Suffering (e.g.,
Untreated Bowel Incontinence,
Untreated Withdrawal).

4 Pain and Suffering (e.g., Untreated $50,000 $66,550
Pain, Emotional Distress), Digestive
and Abdominal Issues (e.g.,
Untreated Crohns Disease, Hernia,
Enlarged Prostate), Sensory
Impairment (e.g., Complete or
Incomplete Loss of Vision, Hearing),
Injuries and Traumas (e.g., Bone
Breaks, Joint Injuries).

5 Other Injuries (e.g., COVID-19). $5,000 $5,000

13
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E. Scaling Factors. After the Trustee has assigned an Allowed Personal Injury Claim
to one of the five tiers in the Claims Matrix, the Trustee may, in his discretion, adjust the Proposed
Allowed Claim amount upward through the application of the following Scaling Factors:

(1) Nature and Circumstances of Personal Injury. To account for
particularly severe personal injury or aggravating circumstances, the
Trustee may assign a Scaling Factor of up to 1.1 to each Allowed Personal
Injury Claim.

(11) Impact of Personal Injury. To account for the particularly severe impact
of the alleged personal injury on the Personal Injury Claimant’s mental
health, physical health, inter-personal relationships, vocational capacity or
success, the Trustee may assign a Scaling Factor of up to 1.1.

(ii1))  Substantial Medical Expenses. To account for Personal Injury Claims that
result in substantial out-of-pocket medical expenses for which the Personal
Injury Claimant has not received and does not expect to receive
reimbursement, the Trustee may assign a Scaling Factor of up to 1.1.

The Base Matrix Values already provides for the base case scenario of a victim of personal
injury who suffered the typical level of personal injury within the tier to which the Allowed
Personal Injury Claim was assigned. By default, the value of each scaling factor is one (1),
meaning that in the absence of the application of the scaling factor, the Base Matrix Value assigned
to a Claim is not affected by that factor. In contrast, if the Settlement Trustee determines that a
particular scaling factor as applied to a given Allowed Personal Injury Claim is 1.1, the Proposed
Allowed Claim Amount for the Allowed Personal Injury Claim will be increased by 10%, the
result of multiplying the Base Matrix Value of the Allowed Personal Injury Claim by 1.1. The
combined effect of all scaling factors is determined by multiplying the scaling factors together
then multiplying the result by the Base Matrix Value of the Allowed Personal Injury Claim. By
way of example, if an Allowed Personal Injury Claim is determined by the Trustee to be a tier 2
claim (Base Matrix Value of $600,000) with a Scaling Factor of 1.1 for the nature and
circumstances of the Personal Injury, and a Scaling Factor of 1.1 for the impact of the Personal
Injury, the Proposed Allowed Claim Amount for the Allowed Personal Injury Claim would be
calculated as $600,000 x 1.1 x 1.1 = $726,000.

F. Liquidated Judgments. Notwithstanding the process of valuing Allowed Personal
Injury Claims set forth in this ARTICLE VI, if (1) prior to the Effective Date an Allowed Personal
Injury Claim was liquidated by a judgment of a court of competent jurisdiction that has not been
reversed or vacated on appeal, (2) such judgment is not secured by a bond or other collateral such
that the judgment can be satisfied by a source other than the Trust, and (3) the holder of such
Allowed Personal Injury Claim did not elect to Opt Out under Article [®] of the Plan, then the
Proposed Allowed Claim Amount shall be determined in accordance with the TDPs, provided,
however, that if the amount of the judgment is below the Maximum Matrix Value for the applicable
tier of injury or the Personal Injury Claimant agrees to voluntarily reduce his or her judgment to
the Maximum Matrix Value for the applicable tier of injury, the Trustee may adopt the judgment
amount as the Proposed Allowed Claim Amount.

14
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G. Disputes Involving Personal Injury Claims. A Personal Injury Claimant may
make a request for reconsideration under ARTICLE IV.K.

ARTICLE VII
INDIRECT CLAIMS

A. Indirect Claim Eligibility Criteria. In addition to the threshold eligibility criteria
for Trust Claims set forth in ARTICLE IV.A, to be eligible to receive compensation from the Trust
on account of an Indirect Claim, each Indirect Claimant must:

(1) have a valid Indirect Claim against the Debtor that is (a) valid under
applicable state or federal law, and (b) not subject to (y) disallowance under
section 502 of the Bankruptcy Code, including subsection (b) thereof, or (z)
subordination under sections 509(c) or 510 of the Bankruptcy Code, or
otherwise under applicable law; and

(i1) must establish to the Trust’s satisfaction that:

(a) such Indirect Claimant has paid in full the liability and/or obligation
of the Trust to a Personal Injury Claimant to whom the Trust would
otherwise have had a liability or obligation under the TDPs (and
which has not been paid by the Trust);

(b) the Indirect Claim is not otherwise subject to a valid defense; and

(©) the Personal Injury Claimant and the Indirect Claimant have or will
have forever and fully released the Trust in respect of the Indirect
Claim.

The foregoing requirements are herein referred to as the “Indirect Claim Criteria.” Indirect
Claims asserted by Indirect Claimants who do not satisfy the Indirect Claim Criteria shall be
deemed by the Trustee to be Disallowed Claims after a Disallowed Claim Notice has been
delivered in accordance with ARTICLE IV.H, and shall not be paid by the Trust.

B. Indirect Claimant Trust Claim Submission. To properly make a Trust Claim
Submission, each submitting Indirect Claimant must, in addition to completing and filing a Basic
Claim Submission with the Trust, submit documents sufficient to establish to the Trust’s
satisfaction that the Indirect Claimant satisfies the Indirect Claim Criteria. The Trust may develop
any additional claim forms for Indirect Claimants so that appropriate documentation is provided
by each Indirect Claimant to substantiate and pay Indirect Claims. The date on which the foregoing
is submitted to the Trust by an Indirect Claimant shall be the Trust Claim Submission Date for the
applicable Indirect Claim.

C. Allowance of Indirect Claims. If an Indirect Claimant has satisfied the Indirect
Claim Criteria and has submitted the required Trust Claims Submission, then it shall have an
Allowed Personal Injury Claim and its Indirect Claim shall be valued by the Trust in accordance
with applicable law; provided, however, no Indirect Claim may be liquidated and paid in an amount
that exceeds what the Indirect Claimant has paid to the related Personal Injury Claimant in respect
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of such claim for which the Trust would have liability, and in no event shall any Indirect Claim
exceed the Allowed Claim Amount of the related Personal Injury Claim as determined under the
TDPs. In any case where the Indirect Claimant has satisfied the claim of a Personal Injury
Claimant against the Trust under applicable law by way of a settlement, the Indirect Claimant shall
obtain a release for the benefit of the Trust substantially in the form and substance of the release
provided in Exhibit 1-2. If the Indirect Claimant can show that it has paid such liability or
obligation of the Trust to a Personal Injury Claimant and the Trust has not already paid the Personal
Injury Claimant, and the Indirect Claimant provides a release of the Trust pursuant to a document
substantially in the form and substance of the release provided in Exhibit 1-2 for the Personal
Injury Claim, then the Indirect Claim may be allowable pursuant to the procedures described
herein. In no event shall any Indirect Claimant have any rights against the Trust superior to the
rights that the Personal Injury Claimant to whose claim the Indirect Claim relates would have
against the Trust under applicable law and the TDPs, including any rights with respect to timing,
amount, priority, or manner of payment.

D. Disputes Involving Indirect Claims. An Indirect Claimant may make a request
for reconsideration under ARTICLE IV K.

E. Offset. The liquidated value of any Indirect Claim paid by the Trust shall be treated
as an offset to or reduction of the Allowed Claim Amount of any related Personal Injury Claim
that has been or will be submitted to the Trust.

ARTICLE VIII
PAYMENT OF FINAL DETERMINATION

A. Payment Upon Final Determination. Only after the Trustee has established an
Initial Payment Percentage in accordance with Section [e] of the Trust Agreement, then once there
is a Final Determination of a Trust Claim pursuant to pursuant to ARTICLE IV.J (based on a final
settlement reached in accordance with ARTICLE VI and/or ARTICLE VII), will the Claimant
receive a payment of such Final Determination based on the Payment Percentage then in effect as
described in ARTICLE VIII.B and ARTICLE VIII.C.

B. Initial Payment Percentage. After there is a Final Determination of the Trust
Claim, the Trust shall pay an initial distribution (the “Initial Distribution’) based on the Initial
Payment Percentage established by the Trustee in accordance with the Trust Agreement.

C. Supplemental Payment Percentage. When the Trustee determines that the then-
current estimates of the Trust’s assets and its liabilities, as well as the then-estimated value of then-
pending Trust Claims, warrant additional distributions on account of the Final Determinations, the
Trustee shall set a supplemental payment percentage in accordance with the Trust Agreement
(the “Supplemental Payment Percentage”). Such Supplemental Payment Percentages shall be
applied to all Final Determinations that became final prior to the establishment of such
Supplemental Payment Percentage. Claimants whose Trust Claim becomes a Final Determination
after a Supplemental Payment Percentage is set shall receive an Initial Distribution equal to the
then-existing aggregate payment percentage. For the avoidance of doubt, the Allowed Claim
Amount of each Allowed Trust Claim after Final Determination shall be deemed to be the Debtor’s
liability for such Allowed Trust Claim irrespective of how much the holder of such Trust Claim
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actually receives from the Trust pursuant to the payment provisions set forth in this ARTICLE
VIII. For example, if the Allowed Claim Amount for an Allowed Personal Injury Claim that has
received a Final Determination is $600,000, even if the Trust distributes less than $600,000 to the
Personal Injury Claimant on account of such Allowed Personal Injury Claim based on application
of the Initial Payment Percentage and any Subsequent Payment Percentage(s), the Allowed Claim
Amount for the Personal Injury Claim is still $600,000.

D. Acceptance and Release. For an Allowed Trust Claim to receive payment from
the Trust, the Claimant must submit, as a precondition to receiving such payment from the Trust,
an executed acceptance and release (the “Acceptance and Release’), which shall include a release
of the Trust, the Trustee, the TAC, and each of their respective Representatives. The Acceptance
and Release shall be in the form attached hereto as Exhibit 1-1 (Expedited Distributions), Exhibit
1-2 (Personal Injury Claims), and Exhibit 1-3 (Indirect Claims). The Acceptance and Release shall
be available for completion electronically and may be executed by the Claimant or his or her
representative through DocuSign or a similar authorized electronic signature program, or such
other simplified and expedient means as the Trust may adopt.

ARTICLE IX
INSURANCE RIGHTS AND RECOVERIES

A. Rights Against Insurance Companies. Pursuant to the Plan, the Trust has
received the Debtor’s rights and obligations under the Insurance Policies. For any Personal Injury
Claim that the Trust determines is an Allowed Personal Injury Claim, the Trust will determine,
based on the relevant Trust Claim Submission and any other information submitted in connection
with that submission and in the materials whether any Insurance Company issued coverage that is
available to respond to such Personal Injury Claim (an “Insured Personal Injury Claim”). The
Trust may determine that multiple Insurance Companies have responsibility for an Insured
Personal Injury Claim. The Trust shall seek reimbursement for each Insured Personal Injury Claim
that is an Insured Personal Injury Claim, including the Proposed Allowed Claim Amount, from the
applicable Insurance Company(ies) pursuant to the Insurance Policies and applicable law, subject
to the Trustee’s discretion as to the manner and extent of efforts to obtain insurance coverage that
is economically reasonable. The Trust shall have the ability to exercise all the rights and interests
in the Insurance Policies assigned to the Trust as set forth in the Plan, including the right to resolve
any disputes with an Insurance Company regarding its obligation to pay some or all of an Insured
Personal Injury Claim, and to enter into agreements with any Insurance Company. The Trust will
have the ability to request further information from Personal Injury Claimants in connection with
seeking reimbursement for Insured Personal Injury Claims. To the extent that the Trustee deems
it advisable or beneficial, the Trustee may resolve an Insurance Company’s potential liability for
multiple Insured Personal Injury Claims or all Insured Personal Injury Claims at one time for an
aggregate settlement amount.

B. Insurance Recoveries. Amounts recovered from an Insurance Company in
satisfaction of an Insured Personal Injury Claim shall be allocated as follows: first, to the payment
of any professional fees and expenses or contingency fees that were incurred by the Trust in the
course of pursuing the recovery; second, to the Personal Injury Claimant whose Insured Personal
Injury Claim resulted in the recovery to the extent necessary to provide for the full payment of the
Allowed Claim Amount of such Personal Injury Claim; and third, after such Personal Injury
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Claimant has received the full payment of the Allowed Claim Amount of such Personal Injury
Claim, such recoveries shall be treated as Trust Assets generally available to pay Trust expenses
or to be distributed generally to holders of Allowed Trust Claims. If the Trustee has elected to
resolve an Insurance Company’s potential liability for multiple Insured Personal Injury Claims or
all Insured Personal Injury Claims at one time for an aggregate settlement amount, the Trustee will
allocate the proceeds recovered as follows: first, to the payment of any professional fees and
expenses or contingency fees that were incurred by the Trust in the course of pursuing the recovery
and then; second, in a reasonable manner, to each of the Personal Injury Claimants whose Insured
Personal Injury Claims supported the aggregate claim against the Insurance Company resulting in
the aggregate resolution.

C. Opt Out Claimants. Personal Injury Claimants who elect to “Opt Out” to the tort
system under the Plan and also elect to limit their recovery in the tort system to available insurance
coverage, may elect to return to the Trust and have their Personal Injury Claims evaluated and paid
hereunder as if such Personal Injury Claimant had not elected to “Opt Out.” Each such Personal
Injury Claimant shall automatically be deemed to return to the Trust on the ninetieth (90th) day
following the Effective Date unless he or she provides written notice to the Trust that he or she
intends to remain an Opt Out for purposes of pursuing insurance recoveries in the tort system.
Personal Injury Claimants who elect to remain in the tort system for the purpose of pursuing
insurance recoveries after this deadline may elect to return to the Trust (an “Opt Out Return
Election”) if such Personal Injury Claimant can show the following: (1) the Personal Injury
Claimant timely submitted a Basic Claim Submission to the Trust and indicated that the Personal
Injury Claimant had elected to Opt Out and pursue available insurance coverage; (2) the Personal
Injury Claimant satisfies factors One through Three of the Threshold Criteria; (3) the Personal
Injury Claimant’s claim was not dismissed or the subject of an adjudication of no liability or no
damages; and (4) the Personal Injury Claimant believes that he or she will be unable to obtain an
insurance recovery that is greater than the payment such Personal Injury Claimant would likely
receive an account of his or her Allowed Personal Injury Claim as determined under the TDPs due
to, inter alia, the insurance coverage available to pay the liquidated Personal Injury Claim has been
fully or partially exhausted. An Opt Out Return Election must be exercised within three (3) years
from the Initial Claims Filing Date.

D. Tender to Insurance Company for Opt Quts. The Personal Injury Claimant may
assert its Personal Injury Claim against the Trust as if the Personal Injury Claimant were asserting
such claim against the Debtor and the discharge in the Plan had not been issued. The Personal
Injury Claimant may name any person or entity that is not a Released Party to the extent permitted
by applicable law. If the Personal Injury Claimant is authorized to file a lawsuit against the Trust
under the Plan, the Trustee shall determine whether any Insurance Company issued coverage that
is available to respond to such Personal Injury Claim (an “Insured Lawsuit”). The Trustee shall
provide notice to and seek defense from each Insurance Company that the Trustee determines may
have an obligation to provide coverage in accordance with the terms of each applicable Insurance
Policy. The Trust shall have no obligation to appear and defend an Insured Lawsuit if the
applicable Insurance Company refuses to cover any and/or all defense costs. The Trust shall have
no obligation to satisfy any Insurance Policy’s deductible or self-insured retention per claim or in
the aggregate. Any Insured Lawsuit must be filed by the Personal Injury Claimant in his or her
own right and name and not as a member or representative of a class, and no such lawsuit may be
consolidated with any other lawsuit. Pursuant to the Plan, a Personal Injury Claimant who limits
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their recovery in the tort system with respect to the Debtor or any Released Party to available
insurance coverage shall not be entitled to receive any recovery from the Trust that is not funded
by an insurance recovery paid specifically with respect to that Personal Injury Claimant. To the
extent a Personal Injury Claimant names any defendants that are persons or entities that are not
Released Parties, the Personal Injury Claimant may collect any claim established from such
defendant subject to and in accordance with ARTICLE X.

E. Mediation. The Trustee may mediate with any Insurance Company that issued
coverage that is available to respond to any Insured Personal Injury Claim. If the Trustee
determines, in his or her sole and absolute discretion, that (1) an Insurance Company is willing to
engage in good faith mediation to resolve its coverage obligations with respect to an Insured
Personal Injury Claim, (2) the coverage available is likely to provide for the full payment or a
substantial payment of the Proposed Allowed Claim Amount for the Allowed Personal Injury
Claim by the Insurance Company, and (3) participation in the mediation is unlikely to unduly delay
payment to the Personal Injury Claimant, then notwithstanding anything contained in the TDPs,
including ARTICLE VIII, the Trustee may defer the payment of the Allowed Personal Injury
Claim until the conclusion of such mediation.

ARTICLE X
EXCESS RECOVERIES

A. Limitation on Trust Recovery. A Claimant may not recover more than the
Allowed Claim Amount from the Trust when taking into consideration recoveries obtained from
other Potentially Liable Parties and, in the case of Personal Injury Claimants who elect to “Opt
Out” to the tort system to pursue insurance, available insurance recoveries. The sole source of
recovery for Personal Injury Claimants who do not elect to “Opt Out” to the tort system and who
do not elect to pursue recoveries from Potentially Liable Parties is from the Trust. Personal Injury
Claimants who elect to pursue recoveries from Potentially Liable Parties may obtain recoveries
from sources other than the Trust on account of their Personal Injury Claims. If a Personal Injury
Claimant recovers on account of his or her Personal Injury Claim an amount from a Potentially
Liable Party, an insurer, or any source other than the Trust that results in such Personal Injury
Claimant recovering the Allowed Claim Amount of such Personal Injury Claims as determined
under the TDPs, then notwithstanding anything contained herein, such Personal Injury Claimant
shall not be entitled to receive an additional recovery from the Trust on account of such Personal
Injury Claim. For example, if the Allowed Claim Amount for an Allowed Personal Injury Claim
is $600,000, and the Personal Injury Claimant has received distributions from the Trust totaling
$200,000, and the Personal Injury Claimant then recovers $400,000 from a Potentially Liable Party
or any source other than the Trust such that his or her total recovery is $600,000 on account of
such Personal Injury Claim, then such Personal Injury Claimant shall not be entitled to receive any
further recovery from the Trust, including in circumstances where the Supplemental Payment
Percentage is over 33.3%. The Trustee may ask Personal Injury Claimants if they intend to pursue
recoveries on account of their Personal Injury Claims from sources other than the Trust and to
provide the Trustee with updates regarding such pursuits. Personal Injury Claimants who obtain
such recoveries shall immediately inform the Trust.

B. Excess Recovery. Ifa Personal Injury Claimant were to receive a distribution from
the Trust on account of his or her Personal Injury Claim and then obtain a recovery from a
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Potentially Liable Party or any source other than the Trust on account of his or her Personal Injury
Claim such that the Personal Injury Claimant is placed in a position where he or she has recovered
more than the Allowed Claim Amount of such Personal Injury Claim as determined under the
TDPs, then such Personal Injury Claimant shall be required to return or deliver to the Trust the
portion of such recovery that causes such Personal Injury Claimant’s total recovery on account of
such Personal Injury Claim to exceed the Allowed Claim Amount, provided, however, that in no
circumstance shall a Personal Injury Claimant be required to return or deliver to the Trust an
amount greater than the distributions received from the Trust on account of his or her Personal
Injury Claim. For example, if the Allowed Claim Amount for an Allowed Personal Injury Claim
is $600,000, and the Personal Injury Claimant has received distributions from the Trust totaling
$200,000, and the Personal Injury Claimant then recovers $500,000 from a Potentially Liable Party
such that his or her total recovery is $700,000, then such Personal Injury Claimant shall be required
to return $100,000 to the Trust. If the Allowed Claim Amount for an Allowed Personal Injury
Claim is $600,000, and the Personal Injury Claimant has received distributions from the Trust
totaling $200,000, and the Personal Injury Claimant then recovers $2,000,000 from a Potentially
Liable Party such that his or her total recovery is $2,200,000, then such Personal Injury Claimant
shall be required to return $200,000 to the Trust (i.e., the distributions received from the Trust on
account of his or her Personal Injury Claim).

C. Potentially Liable Parties. Nothing in the TDPs, nor any action taken pursuant to
the TDPs, shall determine, limit, reduce, or impact the liability of any Potentially Liable Party for
a Trust Claim. Potentially Liable Parties are not third-party beneficiaries, and their liability for
any Trust Claim shall not be determined by, or by reference to, the TDPs.

ARTICLE XI
MISCELLANEOUS PROVISIONS

A. Amendments. Except as otherwise provided herein, the TDPs may be amended
with the written consent of the Trustee and the TAC, as provided in the Trust Agreement. The
consent of the TAC shall not be unreasonably withheld. Nothing herein is intended to preclude
the TAC from proposing to the Trustee, in writing, amendments to the TDPs. Notwithstanding
the foregoing, absent Bankruptcy Court approval after appropriate notice and opportunity to be
heard, the TDPs may not be modified or amended in a material manner that would have the effect
of (i) providing for materially different treatment for Trust Claims or (ii) cause the TDPs to be
otherwise inconsistent with the Trust Agreement, the Plan, or the Confirmation Order.

B. Severability. Should any provision contained in the TDPs be determined to be
unenforceable, such determination shall in no way limit or affect the enforceability and operative
effect of any and all other provisions of the TDPs.

C. Governing Law. Each Trust Claim shall be evaluate under the laws of the
jurisdiction in which the Trust Claim arose.
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EXHIBIT 1-1

FORM OF ACCEPTANCE AND RELEASE
(EXPEDITED DISTRIBUTION)
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ACCEPTANCE AND RELEASE (EXPEDITED DISTRIBUTION)

To receive an Expedited Distribution (as defined below) from the Trust (the “Trust”)
created pursuant to the Chapter 11 Plan of Reorganization for Tehum Care Services, Inc., dated as
of [@], 2024 (the “Plan”), the holder of a Personal Injury Claim must execute and submit to the
Trust this acceptance and release (the “Release”). This Release must be signed by the Claimant
or the Claimant’s Legal Representative (as defined below). A signature by an attorney for
the Claimant or by an attorney for the Claimant’s Legal Representative is not sufficient.

DEFINITIONS

The definitions set forth above for the terms “Trust,” “Plan,” and “Release” are
specifically incorporated herein by reference as if fully set forth in this section. All capitalized
terms not otherwise defined herein shall have the same meaning ascribed to them in the Plan.

“Bankruptcy Court” means the United States Bankruptcy Court for the Southern District
of Texas, having subject matter jurisdiction over the Chapter 11 Case.

“Chapter 11 Case” means the jointly administered cases under chapter 11 of the
Bankruptcy Code commenced by the Debtor on the Petition Date in the Bankruptcy Court and
currently styled In re Tehum Care Services, Inc.., Bankruptcy Case No. 23-90086 (CML).

“Debtor” means Tehum Care Services, Inc., the debtor and debtor-in-possession in the
Chapter 11 Case.

“Expedited Distribution” means the compensation a Claimant receives from the Trust on
behalf of the Claimant’s Personal Injury Claim in the amount of $5,000.

“Legal Representative” means a personal representative, guardian, conservator, parent
(on behalf of a minor), executor of an estate or a similar representative who has been appointed by
a court or has other legal authorization to execute this Release on behalf of the Personal Injury
Claimant.

“Personal Injury Claim” means a Personal Injury Claim asserted by an individual (or an
individual’s estate) against the Debtor for alleged personal injury, wrongful death, or other similar
Claim or Cause of Action arising out of or relating to an injury or death allegedly caused by the
Debtor.

“Personal Injury Claimant” means the holder of a Personal Injury Claim who (a) has
satisfied the eligibility criteria section forth in the Trust Distribution Procedures, (b) has had his
or her Personal Injury Claim assumed by the Trust for evaluation, resolution, and payment
pursuant to the Plan, and (¢) is signing and executing this Release (or on whose behalf this Release
is being signed and executed by a Legal Representative).

“Released Parties” means the Trust, the Trustee, and the TAC and each of their respective
predecessors, successors, assigns, assignors, representatives, members, officers, employees,
agents, consultants, lawyers, advisors, professionals, Trustee, insurers, beneficiaries,
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administrators, and any natural, legal, or juridical person or entity acting on behalf of or having
liability in respect of the Trust, the Trustee, and the TAC.

“TAC” means the Trust Advisory Committee appointed to oversee the Trust in accordance
with the Chapter 11 Plan and the Trust Agreement.

“Trustee” means [®] or any other person appointed to serve as trustee under and in
accordance with the Trust Agreement.

RECITALS

A. WHEREAS, the Plan was confirmed by order of the Bankruptcy Court on [e] and
became effective on [e].

B. WHEREAS, the Plan provides for the assumption of Personal Injury Claims
against the Debtor by the Trust and for the treatment of Personal Injury Claims against the Debtor
through the Trust.

C. WHEREAS, the Claimant has accepted an Expedited Distribution in the amount
of §[ ] from the Trust on account of his or her Personal Injury Claim and agrees to execute
this Release in consideration of the benefit of such Expedited Distribution.

RELEASE

Each of the foregoing Recitals is hereby incorporated into this Release by reference and is
made apart of this Release as if fully restated herein.

In consideration of the benefit of an Expedited Distribution from the Trust, I, on my own
behalf and on behalf of my respective predecessors, successors, assigns, assignors, representatives,
attorneys, agents, Trustee, insurers, heirs, next of kin, estates, beneficiaries, executors,
administrators, and any natural, legal, or juridical person or entity to the extent he, she, or it is
entitled to assert any claim on my behalf, including, but not limited to, a Legal Representative,
(hereafter “I”, “my” or “me”), do hereby voluntarily, intentionally, knowingly, absolutely,
unconditionally and irrevocably waive, release, remit, acquit, forever discharge, and covenant not
to sue the Released Parties for my Personal Injury Claim, whether present or future, known or
unknown, matured or unmatured, suspected or unsuspected, liquidated or unliquidated, absolute
or contingent, direct or derivative and whether based on contract, tort, statutory, or any other legal
or equitable theory of recovery (collectively, “Released Claims”) and fully discharge the Released
Parties of their duties and responsibilities (to the extent applicable) under the Trust Documents,
including any agreement, document, instrument or certification contemplated by the Trust
Documents, from the beginning of time through the execution date of this Release. I covenant and
agree that I will honor the release as set forth in the preceding sentence and, further, that I will not
(1) institute a lawsuit or other action against any Released Party based upon, arising out of, or
relating to any Released Claims released hereby, (i1) participate, assist, or cooperate in any such
action, or (iii) encourage, assist and/or solicit any third party to institute any such action.

I acknowledge that the Trust is not providing any tax advice with respect to the receipt of
the Expedited Distribution or any component thereof, and I understand and agree that I shall be
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solely responsible for compliance with all tax laws with respect to the Expedited Distribution, to
the extent applicable.

Claimant or Legal Representative Printed Name:

Claimant or Legal Representative Signature:

Date:
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EXHIBIT 1-2

FORM OF ACCEPTANCE AND RELEASE
(PERSONAL INJURY CLAIM)
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ACCEPTANCE AND RELEASE (PERSONAL INJURY CLAIM)

To receive payment on account of an Award (as defined below) from the Trust
(the “Trust”) created pursuant to the Chapter 11 Plan of Reorganization for Tehum Care Services,
Inc., dated as of [®], 2024 (the “Plan”), the holder of a Personal Injury Claim must execute and
submit to the Trust this acceptance and release (the “Release”). This Release must be signed by
the Claimant or the Claimant’s Legal Representative (as defined below). A signature by an
attorney for the Claimant or by an attorney for the Claimant’s Legal Representative is not
sufficient.

DEFINITIONS

The definitions set forth above for the terms “Trust,” “Plan,” and ‘“Release” are
specifically incorporated herein by reference as if fully set forth in this section. All capitalized
terms not otherwise defined herein shall have the same meaning ascribed to them in the Plan.

“Award” means the compensation a Claimant receives from the Trust on behalf of the
Claimant’s Personal Injury Claim.

“Bankruptcy Court” means the United States Bankruptcy Court for the Southern District
of Texas, having subject matter jurisdiction over the Chapter 11 Case.

“Chapter 11 Case” means the jointly administered cases under chapter 11 of the
Bankruptcy Code commenced by the Debtor on the Petition Date in the Bankruptcy Court and
currently styled In re Tehum Care Services, Inc.., Bankruptcy Case No. 23-90086 (CML).

“Debtor” means Tehum Care Services, Inc., the debtor and debtor-in-possession in the
Chapter 11 Case.

“Governmental Payor” means any federal, state, or other governmental body, agency,
department, plan, program, or entity that administers, funds, pays, contracts for, or provides
medical items, services, and/or prescription drugs, including, but not limited to, the Medicare
Program, the Medicaid Program, Tricare, the Department of Veterans Affairs, and the Department
of Indian Health Services.

“Legal Representative” means a personal representative, guardian, conservator, parent
(on behalf of a minor), executor of an estate or a similar representative who has been appointed by
a court or has other legal authorization to execute this Release on behalf of the Personal Injury
Claimant.

“Lien” or “Liens” means (i) any statutory lien of a Governmental Payor or Medicare Part C
or Part D Program sponsor, or (ii) any mortgage, lien, pledge, charge, security interest, or legal
encumbrance, of any nature whatsoever, held by any other payer or provider, where there is a legal
obligation to withhold payment of an Award, or some portion thereof, to a Personal Injury
Claimant under applicable federal or state law or for the Personal Injury Claimant to reimburse the
Government Payor, other payer or provider for amounts paid on the Personal Injury Claimant’s
behalf in connection with the Claimant’s Personal Injury Claim.
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“Lien Resolution Administrator” means that person or entity, retained by the Trustee to
resolve Medicare Program Part A and B liens, Medicaid Program liens, and Medicare Part C
Program liens, using the information provided by the Personal Injury Claimant.

“Medicaid Program” means the federal program administered by the states under which
certain medical items, services, and/or prescription drugs are furnished to Medicaid beneficiaries
under Title XIX of the Social Security Act, 42 U.S.C. §§ 1396-1, et seq.

“Medicare Part C or Part D Program” means the program(s) under which Medicare
Advantage, Medicare cost, and Medicare health care prepayment plan benefits and Medicare
Part D prescription drug plan benefits are administered by private entities that contract with
Centers for Medicare & Medicaid Services (“CMS”).

“Medicare Program” means the Medicare Parts A and B federal program administered
by CMS under which certain medical items, services, and/or prescription drugs are furnished to
Medicare beneficiaries under Title XVIII of the Social Security Act, 42 U.S.C. §§ 1395, et seq.

“Personal Injury Claim” means a Personal Injury Claim asserted by an individual (or an
individual’s estate) against the Debtor for alleged personal injury, wrongful death, or other similar
Claim or Cause of Action arising out of or relating to an injury or death allegedly caused by the
Debtor.

“Personal Injury Claimant” means the holder of a Personal Injury Claim who (a) has
satisfied the eligibility criteria section forth in the Trust Distribution Procedures, (b) has had his
or her Personal Injury Claim assumed by the Trust for evaluation, resolution, and payment
pursuant to the Plan, and (c) is signing and executing this Release (or on whose behalf this Release
is being signed and executed by a Legal Representative).

“Released Parties” means the Trust, the Trustee, and the TAC and each of their respective
predecessors, successors, assigns, assignors, representatives, members, officers, employees,
agents, consultants, lawyers, advisors, professionals, Trustee, insurers, beneficiaries,
administrators, and any natural, legal, or juridical person or entity acting on behalf of or having
liability in respect of the Trust, the Trustee, and the TAC.

“TAC” means the Trust Advisory Committee appointed to oversee the Trust in accordance
with the Chapter 11 Plan and the Trust Agreement.

“Trustee” means [®] or any other person appointed to serve as trustee under and in
accordance with the Trust Agreement.

RECITALS

A. WHEREAS, the Plan was confirmed by order of the Bankruptcy Court on [@] and
became effective on [e].

B. WHEREAS, the Plan provides for the assumption of Personal Injury Claims
against the Debtor by the Trust and for the treatment of Personal Injury Claims against the Debtor
through the Trust.
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C. WHEREAS, the Claimant has received and accepted an Award in the amount of
$[ ] from the Trust on account of his or her Personal Injury Claim and agrees to execute this
Release in consideration of the benefit of such Award.

RELEASE

Each of the foregoing Recitals is hereby incorporated into this Release by reference and is
made apart of this Release as if fully restated herein.

In consideration of the benefit of an Award from the Trust, I, on my own behalf and on
behalf of my respective predecessors, successors, assigns, assignors, representatives, attorneys,
agents, Trustee, insurers, heirs, next of kin, estates, beneficiaries, executors, administrators, and
any natural, legal, or juridical person or entity to the extent he, she, or it is entitled to assert any
claim on my behalf, including, but not limited to, a Legal Representative, (hereafter “I”, “my” or
“me”), do hereby voluntarily, intentionally, knowingly, absolutely, unconditionally and
irrevocably waive, release, remit, acquit, forever discharge, and covenant not to sue the Released
Parties for my Personal Injury Claim against the Debtor, whether present or future, known or
unknown, matured or unmatured, suspected or unsuspected, liquidated or unliquidated, absolute
or contingent, direct or derivative and whether based on contract, tort, statutory, or any other legal
or equitable theory of recovery (collectively, “Released Claims”) and fully discharge the Released
Parties of their duties and responsibilities (to the extent applicable) under the Trust Documents,
including any agreement, document, instrument or certification contemplated by the Trust
Documents, from the beginning of time through the execution date of this Release. I covenant and
agree that I will honor the release as set forth in the preceding sentence and, further, that I will not
(1) institute a lawsuit or other action against any Released Party based upon, arising out of, or
relating to any Released Claims released hereby, (ii) participate, assist, or cooperate in any such
action, or (iii) encourage, assist and/or solicit any third party to institute any such action.

I hereby acknowledge that I am solely and ultimately responsible for the satisfaction and
discharge of all Liens. I shall use my best efforts to resolve all known Liens.

Notwithstanding my responsibilities to resolve all known Liens, I hereby authorize the Lien
Resolution Administrator to resolve all Medicare Program liens, Medicaid Program liens, and
Medicare Part C Program liens, as set forth in the definition of Lien Resolution Administrator
above. The Lien Resolution Administrator shall use best efforts to resolve the Medicare Program
liens, Medicaid Program liens, and Medicare Part C Program liens on my behalf.

In further consideration of the benefit of an Award, I do hereby release, forever discharge,
hold harmless, and covenant not to sue the Released Parties from all Claims arising from, relating
to, resulting from or in any way connected to, in whole or in part, any act, or failure to act, of the
Lien Resolution Administrator. I covenant and agree that I will honor the release as set forth in
the preceding sentence and, further, that I will not (i) institute a lawsuit or other action based upon,
arising out of, or relating to any Claim released hereby, (i) participate, assist, or cooperate in any
such action, or (iii) encourage, assist and/or solicit any third party to institute any such action.

I hereby acknowledge and agree that to the extent my information is incorrect or incomplete
to any substantial degree, after reasonable diligence by the Lien Resolution Administrator, which
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results in the Lien Resolution Administrator being unable to properly verify coverage or identify
Liens for which the Lien Resolution Administrator is responsible, then the Lien Resolution
Administrator shall have no further responsibility for such unknown/unresolved Liens.

I acknowledge that the Trust is not providing any tax advice with respect to the receipt of
the Award or any component thereof, and I understand and agree that I shall be solely responsible
for compliance with all tax laws with respect to the Award, to the extent applicable.

Claimant or Legal Representative Printed Name:

Claimant or Legal Representative Signature:

Date:
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EXHIBIT 1-3

FORM OF ACCEPTANCE AND RELEASE
(INDIRECT CLAIM)
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ACCEPTANCE AND RELEASE (INDIRECT CLAIM)

To receive payment on account of an Award (as defined below) from the Trust
(the “Trust”) created pursuant to the Chapter 11 Plan of Reorganization for Tehum Care Services,
Inc., dated as of [®], 2024 (the “Plan”), the holder of an Indirect Claim must execute and submit
to the Trust this acceptance and release (the “Release”). This Release must be signed by the
Claimant or the Claimant’s Legal Representative (as defined below). A signature by an
attorney for the Claimant or by an attorney for the Claimant’s Legal Representative is not
sufficient.

DEFINITIONS

The definitions set forth above for the terms “Trust,” “Plan,” and ‘“Release” are
specifically incorporated herein by reference as if fully set forth in this section. All capitalized
terms not otherwise defined herein shall have the same meaning ascribed to them in the Plan.

“Award” means the compensation a Claimant receives from the Trust on behalf of the
Claimant’s Indirect Claim.

“Bankruptcy Court” means the United States Bankruptcy Court for the Southern District
of Texas, having subject matter jurisdiction over the Chapter 11 Case.

“Chapter 11 Case” means the jointly administered cases under chapter 11 of the
Bankruptcy Code commenced by the Debtor on the Petition Date in the Bankruptcy Court and
currently styled In re Tehum Care Services, Inc.., Bankruptcy Case No. 23-90086 (CML).

“Debtor” means Tehum Care Services, Inc., the debtor and debtor-in-possession in the
Chapter 11 Case.

“Indirect Claim” means a liquidated or unliquidated, contingent or non-contingent
Personal Injury Claim against the Debtor for contribution, indemnity, reimbursement, or
subrogation, whether contractual or implied by law (as those terms are defined by the applicable
non-bankruptcy law of the relevant jurisdiction).

“Indirect Claimant” means the holder of an Indirect Claim who (a) has satisfied the
eligibility criteria section forth in the Trust Distribution Procedures, (b) has had its Indirect Claim
assumed by the Trust for evaluation, resolution, and payment pursuant to the Plan, and (c) is
signing and executing this Release (or on whose behalf this Release is being signed and executed
by a Legal Representative).

“Legal Representative” means a personal representative, guardian, conservator, parent
(on behalf of a minor), executor of an estate or a similar representative who has been appointed by
a court or has other legal authorization to execute this Release on behalf of the Personal Injury
Claimant.

“Released Parties” means the Trust, the Trustee, and the TAC and each of their respective
predecessors, successors, assigns, assignors, representatives, members, officers, employees,
agents, consultants, lawyers, advisors, professionals, Trustee, insurers, beneficiaries,
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administrators, and any natural, legal, or juridical person or entity acting on behalf of or having
liability in respect of the Trust, the Trustee, and the TAC.

“TAC” means the Trust Advisory Committee appointed to oversee the Trust in accordance
with the Chapter 11 Plan and the Trust Agreement.

“Trustee” means [®] or any other person appointed to serve as trustee under and in
accordance with the Trust Agreement.

RECITALS

A. WHEREAS, the Plan was confirmed by order of the Bankruptcy Court on [e] and
became effective on [e].

B. WHEREAS, the Plan provides for the assumption of Personal Injury Claims
against the Debtor by the Trust and for the treatment of Personal Injury Claims against the Debtor
through the Trust.

C. WHEREAS, the Claimant has received and accepted an Award in the amount of
$[ ] from the Trust on account of its Indirect Claim and agrees to execute this Release in
consideration of the benefit of such Award.

RELEASE

Each of the foregoing Recitals is hereby incorporated into this Release by reference and is
made apart of this Release as if fully restated herein.

In consideration of the benefit of an Award from the Trust, I, on my own behalf and on
behalf of my respective predecessors, successors, assigns, assignors, representatives, attorneys,
agents, Trustee, insurers, heirs, next of kin, estates, beneficiaries, executors, administrators, and
any natural, legal, or juridical person or entity to the extent he, she, or it is entitled to assert any
claim on my behalf, including, but not limited to, a Legal Representative, (hereafter “I”, “my” or
“me”), do hereby voluntarily, intentionally, knowingly, absolutely, unconditionally and
irrevocably waive, release, remit, acquit, forever discharge, and covenant not to sue the Released
Parties for my Indirect Claim, whether present or future, known or unknown, matured or
unmatured, suspected or unsuspected, liquidated or unliquidated, absolute or contingent, direct or
derivative and whether based on contract, tort, statutory, or any other legal or equitable theory of
recovery (collectively, “Released Claims”) and fully discharge the Released Parties of their duties
and responsibilities (to the extent applicable) under the Trust Documents, including any
agreement, document, instrument or certification contemplated by the Trust Documents, from the
beginning of time through the execution date of this Release. I covenant and agree that I will
honor the release as set forth in the preceding sentence and, further, that I will not (i) institute a
lawsuit or other action against any Released Party based upon, arising out of, or relating to any
Released Claims released hereby, (ii) participate, assist, or cooperate in any such action, or
(ii1) encourage, assist and/or solicit any third party to institute any such action.
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I acknowledge that the Trust is not providing any tax advice with respect to the receipt of
the Award or any component thereof, and I understand and agree that I shall be solely responsible
for compliance with all tax laws with respect to the Award, to the extent applicable.

Claimant or Legal Representative Printed Name:

Claimant or Legal Representative Signature:

Date:
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS

HOUSTON DIVISION
)
In re: ) Chapter 11
TEHUM CARE SERVICES, INC.,! i Case No. 23-90086 (CML)
Debtor. %

DISCLOSURE STATEMENT REGARDING JOINT
CHAPTER 11 PLAN OF THE TORT CLAIMANTS’ COMMITTEE,
OFFICIAL COMMITTEE OF UNSECURED CREDITORS, AND DEBTOR

BROWN RUDNICK LLP

David J. Molton (pro hac vice)

Eric R. Goodman (pro hac vice)

D. Cameron Moxley (pro hac vice)

Gerard T. Cicero (pro hac vice)

Meghan McCafferty (pro hac vice)

Amir Shachmurove (pro hac vice)

Seven Times Square

New York, NY 10036

Telephone: (212) 209-4800

Facsimile: (212) 209-4801

Email: dmolton@brownrudnick.com
egoodman@brownrudnick.com
cmoxley@brownrudnick.com
gcicero@brownrudnick.com
mmccafferty@brownrudnick.com
ashachmurove@brownrudnick.com

Co-Counsel to the Tort Claimants’ Committee

BERRY RIDDELL, LLC

Michael W. Zimmerman

6750 E. Camelback Road, Suite #100
Scottsdale, AZ 85251

Telephone: (480) 385-2727

Email: mz@berryriddell.com

Co-Counsel to the Tort Claimants’ Committee

1

STINSON LLP

Nicholas Zluticky (SD TX Bar No. 3846893)

Zachary Hemenway (SD TX Bar No. 3856801)

1201 Walnut, Suite 2900

Kansas City, MO 64106

Telephone: (816) 842-8600

Facsimile: (816) 691-3495

Email: nicholas.zluticky@stinson.com
zachary.hemenway(@stinson.com

Counsel to the Official Committee of Unsecured
Creditors

GRAY REED

Jason S. Brookner (TX Bar No. 24033684)

Micheal W. Bishop (TX Bar No. 02354860)

Aaron M. Kaufman (TX Bar No. 24060067)

Lydia R. Webb (TX Bar No. 24083758)

Amber M. Carson (TX Bar No. 24075610)

1300 Post Oak Boulevard, Suite 2000

Houston, Texas 77056

Telephone: (713) 986-7127

Facsimile: (713) 986-5966

Email: jbrookner@grayreed.com
mbishop@grayreed.com
akaufman@grayreed.com
Iwebb@grayreed.com
acarson@grayreed.com

Counsel to the Debtor and Debtor in Possession

The last four digits of the Debtor’s federal tax identification number is 8853. The Debtor’s service address is:

205 Powell Place, Suite 104, Brentwood, Tennessee 37027.
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UNLESS OTHERWISE DEFINED IN THIS DISCLOSURE STATEMENT, CAPITALIZED TERMS USED
HEREIN HAVE THE MEANINGS ASCRIBED TO THEM IN THE JOINT CHAPTER 11 PLAN.

THE PLAN PROVIDES, AMONG OTHER THINGS, FOR THE ISSUANCE OF A CHANNELING
INJUNCTION PURSUANT TO SECTIONS 105(a) OF THE BANKRUPTCY CODE THAT CHANNELS
ALL CLASS 4, CLASS 6, AND CLASS 9 CLAIMS, LE., CLAIMANTS WHO HAVE NOT OPTED OUT OF
THE CONSENSUAL CLAIMANT RELEASE (AS DEFINED IN THE PLAN), TO SEPARATE TRUSTS.
CLAIMANTS WHO ELECT TO OPT-OUT OF THE CONSENSUAL CLAIMANT RELEASE SHALL
HAVE NO RIGHT TO RECOVER FROM THE TRUSTS, BUT MAY PURSUE CERTAIN RECOVERIES
IN THE CIVIL JUSTICE SYSTEM.

THE INFORMATION INCLUDED IN THIS DISCLOSURE STATEMENT IS PROVIDED FOR THE
PURPOSE OF SOLICITING ACCEPTANCES OF THE PLAN AND SHOULD NOT BE RELIED UPON
FOR ANY OTHER PURPOSE. NO SOLICITATION OF VOTES TO ACCEPT THE PLAN MAY BE MADE
EXCEPT PURSUANT TO SECTION 1125 OF TITLE 11 OF THE UNITED STATES CODE.
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DISCLOSURE STATEMENT

SOLICITATION OF VOTES TO ACCEPT OR REJECT JOINT
CHAPTER 11 PLAN OF THE TORT CLAIMANTS’ COMMITTEE,
OFFICIAL COMMITTEE OF UNSECURED CREDITORS, AND DEBTOR

RECOMMENDATION

The Plan is proposed jointly by the Tort Claimants’ Committee (the “TCC”), the Official Committee of
Unsecured Creditors (the “UCC” and, together with the TCC, collectively, the “Committees”), and the
Debtor. The TCC, the UCC, and the Debtor believe the Plan maximizes the recovery for creditors and
provides the best process for creditors to preserve their rights and receive payment on their claims. The
TCC, the UCC, and the Debtor strongly recommend that all holders of claims entitled to cast ballots vote to
accept the Plan.

WHAT IS THIS DOCUMENT, AND WHY AM I RECEIVING IT?

This is the Disclosure Statement for the Chapter 11 Plan (the “Plan”) for Tehum Care Services, Inc., formerly
known as Corizon Health Services, Inc., a Texas corporation (the “Debtor”), proposed jointly by the Committees and
the Debtor. Because the Committees and the Debtor are jointly proposing the Plan and support its adoption, they are
referred to as “the Proponents” of the Plan.

You are receiving this information because you have filed a Proof of Claim against the Debtor, or you were
otherwise listed as a party in interest in the Debtor’s bankruptcy case. In accordance with the Bankruptcy Code, the
Committees and the Debtor are sending you the information in this Disclosure Statement to allow you to decide how
to vote (if applicable) or whether to respond to the Plan. Please read below for more information.

WHO SENT ME THIS INFORMATION?

This Disclosure Statement has been prepared by the Committees and the Debtor. The Bankruptcy Court has
determined that this document contains the necessary information to fairly inform you about the Plan so that you may
make an informed decision on how to vote.

WHAT IS THE TORT CLAIMANTS’ COMMITTEE?

The Tort Claimants’ Committee was appointed in the Chapter 11 Case by the United States Trustee, a division
of the United States Department of Justice. The Tort Claimants’ Committee is a group of six creditors in the case
whose claims against the Debtor are based on tort claims. The Tort Claimants’ Committee’s duty is to represent the
interests of all creditors who have claims against the Debtor based in tort, including personal injury and wrongful
death.

The Tort Claimants’ Committee played a central role in drafting the Plan and this Disclosure Statement. The
Tort Claimants’ Committee fully supports the Plan. The Tort Claimants’ Committee believes the Plan protects the
rights of tort claimants, provides a fair and reasonable settlement of claims that could have been asserted against
certain insider and related parties, and that the Plan will fairly distribute the Estate’s funds among all claimants,
including tort claimants.

WHAT IS THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS?

The Official Committee of Unsecured Creditors was appointed in the Chapter 11 Case by the United States
Trustee, a division of the United States Department of Justice. The UCC is a group of seven unsecured creditors
whose claims are based on various types of claims against the Debtor, including without limitation, claims against the
Debtor based on tort. The Committee’s duty is to represent all unsecured creditors’ interests in the bankruptcy case.
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The UCC played a central role in drafting the Plan and this Disclosure Statement. The UCC fully supports
the Plan. The UCC believes the Plan protects the rights of all creditors, provides a fair and reasonable settlement of
claims that could have been asserted against certain insider and related parties, and that the Plan will fairly distribute
the Estate’s funds among all creditors.

HOW DO I KNOW IF THE PLAN IS GOOD FOR ME?

The Committees and the Debtor believe that the Plan is in the best interests of all creditors. The Plan was
drafted by and is supported by the Committees, who have a duty to act in the best interest of creditors and are made
up of members who are creditors seeking to be paid by the Debtor.

WHAT ARE THE SOURCES OF PAYMENTS TO BE MADE UNDER THE PLAN?

The primary source of payments to be made under the proposed Plan will come from cash settlement
payments aggregating $50 million. The payment of these funds will be made pursuant to a global settlement which
was reached in July 2024 following extensive mediation that included the TCC, the UCC, the Debtor, and certain
insiders and other parties related to the Debtor. The Plan incorporates the terms of this global settlement.

Because the global settlement was negotiated by the TCC, the UCC, and the Debtor, each of which is an
estate fiduciary, the settlement is referred to and defined in the Plan as the “Estate Party Settlement,” and is so termed
in the subsequent provisions of this Disclosure Statement. The terms of this settlement are set forth in ARTICLE IV
and ARTICLE IX of the Plan and are discussed in greater detail in this Disclosure Statement. One of the key benefits
of the Estate Party Settlement is that it is based on a consensual release structure that affords claimants the option of
participating in the Plan Trusts or litigating in the Civil Justice System.

If the Estate Party Settlement is approved and if each of the Settlement Payments are made and received by
the Trusts, then the Released Parties, which include the Debtor’s parent company, other related parties or entities it
owns and controls, and certain of its directors and officers, will receive a release of certain estate claims or estate
causes of action. These claims include avoidance actions belonging to the Debtor’s Estate, such as claims for
fraudulent transfer associated with transfers of funds from the Debtor’s accounts, claims for fraudulent transfer
associated with the Debtor’s restructuring, including the divisional merger with CHS TX, Inc. discussed more fully in
this Disclosure Statement, other claims against CHS TX, Inc. and YesCare Corp. based on theories relating to that
divisional merger, and preference claims involving transfers to Debtor-related entities prior to bankruptcy.

Due to the circumstances surrounding the divisional merger and subsequent bankruptcy filing, the Debtor’s
assets include significant Estate Causes of Action. The Plan resolves the Estate Causes of Action asserted against the
Released Parties through a settlement that goes into full force and effect after the proposed Settlement Payments have
been made and are received by the Plan Trusts. To be clear, if even one of the Settlement Payments is not made when
due and in accordance with the Plan, then the Released Parties will not receive the benefit of the proposed settlement
of the Estate Causes of Action against them.

Under the settlement, the Debtor will receive an aggregate of $50 million in cash, plus releases of certain
claims made against the Debtor, including a release of the obligation to repay loans totaling $22.7 million made to the
Debtor during this bankruptcy case, release of a lien on tax refund proceeds that was granted as part of that loan, and
a release of over $24 million in unsecured claims that could otherwise dilute the pool of unsecured creditors. In
exchange for the cash payments, the loan forgiveness, and the release of claims, the Plan provides broad releases in
favor of certain insider and related parties, including YesCare Corp., CHS TX, Inc., Geneva Consulting, M2 LoanCo,
Perigrove, and other related entities and individuals.

The $50 million in cash payments, including interest thereon, will be allocated between the two Plan Trusts.
One trust, the PI/WD Trust, will be established to pay “Channeled PI/WD Trust Claims”—namely, the PI/WD claims
asserted by holders of PI/WD claims who do not opt-out of the plan releases and elect to recover from the PI/WD
Trust. The second trust, the GUC Trust, will be established to pay “Channeled GUC Trust Claims”—namely, the
GUC claims asserted by holders of GUC claims that do not opt-out of the plan releases and elect to recover from the
GUC Trust. The $50 million Settlement Payment, and the net Employee Retention Credit (discussed below), are

il
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considered “sacred funds” that must be contributed to the Plan Trusts. These funds cannot be used for any purpose in
the Chapter 11 Case, including the payment of administrative claims and professional fees and expenses.

Neither the Estate Party Settlement nor the Plan incorporating that settlement require creditors to forego
claims against the parties released in the settlement without their consent. The Plan gives creditors the option to opt-
out of the Plan and Estate Party Settlement and instead pursue any rights that such creditors would have had prior to
the Petition Date to seek recovery from YesCare Corp., CHS TX, Inc., or any other alleged successor entity under the
doctrine of successor liability in the Civil Justice System. Claimants who choose to opt-out will be permitted to pursue
those claims but in doing so, will be choosing not to participate in the settlement or receive any distributions from the
Plan Trusts. The Plan also gives certain creditors the option to opt-out in order to pursue insurance proceeds that may
be available and provides for a corresponding waiver of or adjustment in distributions if a creditor receives insurance
proceeds.

In addition to the Settlement Payments, the Debtor believes it may be entitled to a significant Employee
Retention Credit (“ERC”) from the Internal Revenue Service. Any tax credits, net of any offset rights the Internal
Revenue Service may have for outstanding priority tax liabilities, will be available to the Estate for payment of
creditors who have not opted out of participation in the Estate Party Settlement.

Finally, other Estate claims and causes of action may exist against third parties other than those released
under the Estate Party Settlement and the Plan. The Debtor and the Committee believe these claims and causes of
action may provide additional recoveries for creditors. The right to pursue Estate Causes of Action against parties
other than the Released Parties is being preserved and the Trusts will jointly have the ability to pursue those Estate
Causes of Action under the Plan.

WHEN AND HOW MUCH MONEY WILL I RECEIVE UNDER THE PLAN?

The amount that you will receive and when you receive it will depend on what type of claim you have and
what choices you make on your enclosed ballot.

First, if the amount in your Proof of Claim was less than $5,000, or if you choose to accept $5,000 in full
settlement of your claim, you will be entitled to receive those funds once it has been confirmed that you have met the
basic requirements for eligibility and you have signed a release of those claims, subject to the provisions of the PI/'WD
Trust Distribution Procedures, including those provisions regarding lien resolution set forth in Article IV.M of the
PI/WD Trust Distribution Procedures. The basic requirements, which are called Threshold Requirements, are having
a proof of claim filed before the deadline that has all required information, a sworn verification, which can be either
in the proof of claim or provided later, and confirming that the claim has not already been dismissed.

If your claim is for more than $5,000 and you do not choose to accept $5,000 for your claim, you will have
additional choices to make that will determine whether you will receive payments under the Plan. You can decide
whether you choose to participate in the Plan or instead opt-out and instead pursue your claims against YesCare Corp.,
CHS TX, Inc., or any other alleged successor entity under the doctrine of successor liability in the Civil Justice System.
If you choose to opt-out in this manner, you will be choosing not to participate in the Plan Trusts and will not receive
any payments from the Plan Trusts, and that decision is final.

Regardless of what type of claim you have, you may choose to receive the $5,000 settlement or choose to
opt-out and pursue your claims against YesCare Corp., CHS TX, Inc., or any other alleged successor entity under the
doctrine of successor liability in the Civil Justice System. If your claim is a personal injury or wrongful death claim
and you do not choose to accept the $5,000 and do not choose to opt-out and pursue claims your claims against
YesCare Corp., CHS TX, Inc., or any other alleged successor entity under the doctrine of successor liability in the
Civil Justice System, you may choose to opt-out solely for the purpose of pursuing your rights under any insurance
policies that you believe apply to your claim. If you choose to opt-out solely to seek insurance proceeds, you may
name the Debtor as a Defendant and seek recovery from the Debtor’s insurers. If you choose this option, you may be
able to receive funds from insurance recovery. As outlined in more detail in the opt-out section below, if you make
this choice, you may be eligible to return to the PI/WD Trust and seek the payments outlined in the rest of this section
rather than insurance proceeds provided certain terms and conditions are met.

il
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If you do not choose to accept the $5,000 settlement or opt-out, the amount of money and timing for payments
will be decided by Trustees, who are neutral parties hired to address the claims in this case. The claims against the
Debtor fall into two broad categories: (1) PI/WD claims, which are claims relating to alleged personal injury tort or
wrongful death claims, generally arising out allegations of medical malpractice, abuse, or neglect at facilities in which
the Debtor served as a health care provider; and (2) Non-PI/WD Claims or GUC Claims, which are generally contract
and trade claims based on the Debtor’s contractual duties owed to contract counterparties and/or the Debtor’s
obligations owed to third parties.

As discussed in greater detail in this Disclosure Statement, there are important differences between these
groups of claims, and the two separate groups of creditors are sharing equally in the proceeds of the Estate Party
Settlement. In order to account for the existence and impact of these differences, the Plan proposes to create two
separate trusts to administer and distribute money to these two different classes of creditors, and each trust will be
funded with one-half of funds received by the estate through the Estate Party Settlement, the tax refunds, or any other
sources other than insurance. If you have a claim that is a PI/WD claim and do not accept the $5,000 settlement or
opt-out, your claim will be resolved by the PI/WD Trust, which will be implemented by the PI/WD Trustee. If you
have a claim that is not a PI/WD claim and do not accept the $5,000 settlement or opt-out, your claim will be resolved
by the GUC Trust, which is implemented by the GUC Trustee.

If you have a PI/WD claim, you will first provide information about your claim to the PI/'WD Trustee. The
PI/WD Trustee will determine the value of each PI/WD claim individually, based first on basic eligibility
requirements. One of the basic eligibility requirements is that the claimant timely filed a personalized proof of claim.
The PI/WD Trust is a limited fund. Other than the funding provided for under the Plan, no additional funding is
contemplated. Thus, if the universe of eligible claims were to expand unexpectedly after this Disclosure Statement is
approved, then claimants who timely filed personalized proofs of claim would see their recoveries diluted. The PI/'WD
Trust includes guardrails and eligibility criteria that are intended to avoid such an outcome and ensure that expectations
are consistent with actual outcomes. One such guardrail is that each claimant must have timely filed a personalized
proof of claim against the Debtor. This requirement applies regardless of whether a claimant may be included in, or
represented by, a purported class action, class suit, class proof of claim, or similar representative action.

The PI/WD Trustee will then categorize the eligible claims based on the type of claim, meaning the type of
injury or damage suffered in accordance with the PI/WD Trust Distribution Procedures attached to this Disclosure
Statement as Exhibit B. The type of claim will provide a base value for the claim, which the PI/WD Trustee will then
adjust based on factors that may impact the claim value. For example, a PI/WD claim based on wrongful death will
be assigned a dollar value between $1.2 million and $1.597 million. If you accept the PI/WD Trustee’s proposed
value for the claim, that value will be a final determination of value for your claim as against the PI/WD Trust. If you
disagree with the PI/WD Trustee’s proposed value or determination of eligibility, you will have the opportunity to
request a reconsideration in accordance with the PI/WD Trust Distribution Procedures.

Once the value of your PI/WD claim is determined, that value will determine your share of distributions from
the Plan. In order to make sure everyone with PI/WD claims receives their fair share, the PI/WD Trustee will
determine an initial payment percentage to be paid to you and other holders of claims based on the final determination
of value. Everyone whose claims have been determined in a final determination will receive the same payment
percentage, which will be based on the final determination amount, and the PI/WD Trustee will determine the
percentage based on the amount of assets available to distribute. As the amount of assets available for distribution
increases, the PI/WD Trustee will determine when additional payments should be made and will make those payments
in the same way, with each claimant receiving the same percentage of the final value of their claim.

For example, if the total amount of all allowed PI/WD claims is $90 million, and the PI/WD Trust assets
available for distribution are worth $30 million, then each claimant would receive distributions equal to 33.3% of the
value of his or her claim ($30 million / $90 million = 33.3%). The trust assets available for distribution are the
numerator and the total amount of allowed claims is the denominator. In this scenario (i.e., assuming a final payment
percentage of 33.3%), the holder of an allowed PI/WD claim for wrongful death valued at $1.2 million would receive
payments totaling $400,000, subject to the provisions of the PI/WD Trust Distribution Procedures, including those
provisions regarding lien resolution set forth in Article IV.M of the PI/WD Trust Distribution Procedures. This
Disclosure Statement includes the TCC’s best estimate as to the range of potential recoveries and describes the risk
factors that are relevant thereto. The payment percentage for PI/WD claim could be less than 33.3%. The TCC’s

v
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projections as to potential recoveries for PI/WD claimants who elect to participate in the PI/WD Trust (i.e., the “high”
and the “low” is attached to this Disclosure Statement at Schedule 3.

If you have a claim that is not a PI/WD claim, your claim is referred to as a general unsecured claim or GUC
claim. For those claims, the GUC Trustee will first evaluate your claim on basic eligibility requirements. If the GUC
Trustee determines your claim is legally valid, the PI/WD Trustee will evaluate your claim and provide you a proposed
value for your claim. If you accept the PI/WD Trustee’s proposed value for the claim, that value will be a final
determination of value for your claim. If you disagree with the PI/WD Trustee’s proposed value or determination of
eligibility, you will have the opportunity to request a reconsideration with an additional neutral party, who may
recommend that the trustee revise its conclusion. If the neutral does not recommend revision, or if it does and the
trustee declines to accept that recommendation, you can ask the Bankruptcy Court to make a final determination of
the value of your claim.

Once the value of your GUC claim is determined, that value will determine your share of distributions from
the Plan. In order to make sure everyone with GUC claims receives their fair share, the GUC Trustee will determine
an initial payment percentage to be paid to you and other holders of claims based on the final determination of value.
Everyone whose claims have been determined in a final determination will receive the same payment percentage,
which will be based on the final determination amount, and the GUC Trustee will determine the percentage based on
the amount of assets available to distribute. As the amount of assets available for distribution increases, the GUC
Trustee will determine when additional payments should be made and will make those payments in the same way,
with each claimant receiving the same percentage of the final value of their claim.

WHY SHOULD I VOTE “YES” TO THE PLAN?

You should vote “yes” in support of the Plan because the Committees and the Debtor believe the Plan
maximizes the value of the Debtor’s assets, incorporates a settlement which provides for a fair and reasonable
resolution to the Estate’s claims, and outlines a process to get funds to creditors fairly and efficiently. The Committees
and the Debtor worked diligently through multiple mediations to negotiate terms of a settlement that is favorable and
ensures meaningful recoveries for creditors.

To be clear, you can vote “yes” and opt-out. Opting out of the Consensual Claimant Release and voting in
favor of the Plan are two separate things. Parties who elect to opt-out, which is their right, may support the
confirmation of the Plan because it may present the fastest path for them to pursue claims in the Civil Justice System.
If the Plan is confirmed, (i) opt-out creditors will be free to pursue their claims against YesCare Corp., CHS TX, Inc.,
or any other alleged successor entity under the doctrine of successor liability in the Civil Justice System, and (ii) any
opt-out creditor will not face litigation over whether their claims against YesCare Corp., CHS TX Inc., or any other
alleged successor entity, to the extent asserted under the doctrine of successor liability, are Estate Causes of Action
that can be settled by the Debtor’s Estate. Parties who want the PI/WD Trust to be funded and go into effect may also
want to vote in favor of and accept the Plan because if the Plan is not confirmed, then there will be no PI/WD Trust.

If the Plan is approved, creditors will receive significant value through cash, release of claims against the
Debtor, rights to tax credits, refunds, and other Estate Causes of Action. If the Plan is not approved, the bankruptcy
case will likely be converted to a chapter 7 liquidation, and a trustee will be appointed to pursue litigation or settlement
with the same parties who are proposing to fund the Estate Party Settlement. A vote for the Plan will ensure that the
Plan is approved by the Bankruptcy Court so that distributions can be made in the near term and so that claimant who
want to return to the Civil Justice System can do so.

WHAT IF I VOTE “NO” TO THE PLAN?
If the Debtor and Committee fail to collect the requisite number of “yes” votes, there is a chance that the Plan

will not be approved by the Bankruptcy Court. By voting “no,” you are not waiving your rights to distributions under
the Plan, but you may be putting the Plan at risk of not being approved.
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WHAT IF I WANT TO OPT-OUT OF THE SETTLEMENT IN THE PLAN?

Each ballot or notice sent with the Court approved solicitation packet will contain an option for you to opt-
out of the settlement and releases contained in the Plan in order to bring or continue actions against YesCare Corp.,
CHS TX, Inc., or any other alleged successor entity under the doctrine of successor liability in the Civil Justice System.
If you choose to accept a $5,000 settlement on your ballot, you may not choose to opt-out.

If you choose this option, you will not be able to participate in the Plan Trusts. Choosing to opt-out in
this manner is an irrevocable choice, and the TCC and UCC encourage vou to consult with counsel prior to
electing this option.

Claimants cannot opt-out of the Consensual Claimant Release under the Plan and participate in the Plan
Trust. Participating in the Plan Trusts is akin to entering into a voluntary settlement with YesCare and its insiders and
affiliates. YesCare will not fund the settlement payments unless it and non-debtor insiders and affiliates receive a
release similar in scope to the release that a claimant would be required to sign as a condition to entering into a
voluntary settlement outside of bankruptcy. The Consensual Claimant Release mirrors this type of release.

To be clear, the decision to opt-out of the Consensual Claimant Release or not opt-out and participate in the
Plan Trusts will have no impact on your ability to pursue co-liable parties, including governmental claimants, that are
not Released Parties. Participating in the Plan Trusts is akin to entering into a good faith settlement with one of several
defendants in the tort system. The plaintiff can continue to pursue co-liable defendants that do not settle. If you want
to receive a distribution from a Plan Trust and retain the right to seek recoveries from governmental units, you should
not opt-out of the Consensual Claimant Release.

WHAT IF I WANT TO OPT-OUT OF THE DISTRIBUTIONS IN THE PLAN TO PURSUE AN
INSURANCE RECOVERY?

Each ballot or notice sent with the Court approved solicitation packet will also contain an option for you to
opt-out of the settlement and releases contained in the Plan to bring or continue actions in the Civil Justice System
against the Debtor for the purpose of pursuing a recovery of insurance proceeds. Choosing this option is not opting
out of the settlement in the Plan. If you choose this option, you may include additional appropriate co-defendants in
these actions as long as they are not the parties being released in the settlement. If you choose to accept a $5,000
settlement on your ballot, you may not choose to opt-out of the settlement and releases contained in the Plan to bring
or continue actions against YesCare Corp., CHS TX, Inc., or any other alleged successor entity under the doctrine of
successor liability in the Civil Justice System, and you may not choose the option to bring or continue actions in the
Civil Justice System against the Debtor for the purpose of pursuing a recovery of insurance proceeds.

Claimants who make this election will still be deemed to provide the Consensual Claimant Release and are
not true opt-outs in this respect. Rather, their recoveries will be limited to available insurance coverage, if any, unless
they elect to return to the PI/WD Trust in accordance with the PI/WD Trust Distribution Procedures. By providing
the Consensual Claimant Release, these claimants will have the ability to test the waters in the Civil Justice System
to pursue insurance recoveries while, at the same time, retaining an ability to return to the PI/WD Trust under certain
circumstances. Information regarding the insurance policies that may provide coverage for PI/WD claims is attached
hereto at Schedule 2.

The TCC anticipates that PI/WD claimants who make this election will promptly enter into mediation with
potentially responsible insurers and other parties that may be co-liable for the applicable PI/WD Claims and that are
also insureds under the policies. Claimants that are considering this option should carefully review this Disclosure
Statement and the TDPs and consult with their legal counsel before making any decisions. The inclusion of this option
was important to the TCC because it should enable PI/WD claimants with access to significant insurance recoveries
with the ability to obtain those recoveries in a manner similar to what could happen if this Chapter 11 Case were
converted to chapter 7 and no Plan is confirmed. Thus, the Plan supported by the TCC and the UCC should satisfy
the so-called “best interests” test under the Bankruptcy Code.
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WHERE DO I SEND MY BALLOT OR OPT-OUT FORM?

Your ballot form should be mailed to Verita Global, the Debtor’s Solicitation Agent. Alternatively, you may
fill out your ballot online using the electronic key and password mailed to you.

YOUR BALLOT OR OPT-OUT FORM WILL NOT BE COUNTED IF YOU SEND IT TO THE
BANKRUPTCY COURT OR ANYONE OTHER THAN VERITA GLOBAL.

DO INEED TO HIRE AN ATTORNEY TO EXPLAIN MY OPTIONS TO ME?

The Proponents have prepared this Disclosure Statement in plain English wherever possible in order to make
it easier for creditors to understand. However, the Proponents encourage all parties to seek legal counsel before
making any decisions. If you do not already have legal counsel, the Committees encourage you to contact counsel for
the respective Committees and seek their assistance in answering questions or helping you locate appropriate counsel.

If you need help filling out your ballot, you are welcome to call Verita Global, the Debtor’s Claims Agent,
at (866) 967-0491 (Toll-Free) or (310) 751-2691 (International). Please note, however, that Verita Global, as well as

counsel to the Debtor and counsels to the Committee, are not your attorneys and cannot offer you legal advice.

If you want to object to the Plan or this Disclosure Statement, the Debtor and the Committee encourage you
to hire counsel to file an appearance on your behalf.

WHAT ARE THE DEADLINES FOR ME TO RESPOND?

Below are the key dates and deadlines relevant to the Plan:

. Ballots and Opt-Out Forms Due:
. Confirmation Objection Deadline:
. Hearing to Consider Confirmation of the Plan:

THIS DISCLOSURE STATEMENT MAY NOT BE RELIED UPON FOR ANY PURPOSE OTHER THAN
AS A DESCRIPTION OF THE PLAN AND THE CHAPTER 11 CASE, AND NOTHING CONTAINED HEREIN
SHALL CONSTITUTE AN ADMISSION OF ANY FACT OR LIABILITY BY ANY PARTY, OR BE
ADMISSIBLE IN ANY PROCEEDING INVOLVING THE DEBTOR OR ANY OTHER PARTY, OR BE DEEMED
CONCLUSIVE EVIDENCE OF THE LEGAL EFFECT OF THE PLAN ON HOLDERS OF CLAIMS OR
INTERESTS. CERTAIN INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT IS, BY ITS
NATURE, FORWARD LOOKING, AND CONTAINS ESTIMATES, FORECASTS AND ASSUMPTIONS
WHICH MAY PROVE TO BE MATERIALLY DIFFERENT FROM ACTUAL RESULTS.

THE STATEMENTS CONTAINED IN THIS DISCLOSURE STATEMENT ARE MADE AS OF THE
DATE HEREOF UNLESS ANOTHER TIME IS SPECIFIED. NEITHER DELIVERY OF THIS DISCLOSURE
STATEMENT NOR ANY EXCHANGE OF RIGHTS MADE IN CONNECTION WITH THE PLAN SHALL,
UNDER ANY CIRCUMSTANCES, CREATE AN IMPLICATION THAT THERE HAS BEEN NO CHANGE IN
THE INFORMATION SET FORTH HEREIN SINCE THE DATE OF THIS DISCLOSURE STATEMENT OR THE
DATE ON WHICH THE MATERIALS RELIED UPON IN PREPARATION OF THIS DISCLOSURE
STATEMENT WERE COMPILED.

THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT HAS NOT BEEN SUBJECT
TO A CERTIFIED AUDIT OR INDEPENDENT VERIFICATION. THE INFORMATION CONTAINED HEREIN
AND THE RECORDS KEPT BY THE DEBTOR ARE NOT WARRANTED OR REPRESENTED TO BE
WITHOUT INACCURACY.

NO REPRESENTATIONS OR ASSURANCES CONCERNING THE DEBTOR OR THE PLAN ARE
AUTHORIZED BY THE DEBTOR OTHER THAN AS SET FORTH IN THIS DISCLOSURE STATEMENT AND
THE EXHIBITS ATTACHED HERETO, INCORPORATED BY REFERENCE OR REFERRED TO HEREIN.
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ANY REPRESENTATIONS OR INDUCEMENTS MADE BY ANY PERSON OTHER THAN THOSE
CONTAINED HEREIN SHOULD NOT BE RELIED UPON. ANY SUCH ADDITIONAL REPRESENTATIONS
OR INDUCEMENTS SHOULD BE REPORTED TO COUNSEL TO THE DEBTOR AND THE COMMITTEE.

THE SECURITIES AND EXCHANGE COMMISSION HAS NEITHER APPROVED NOR

DISAPPROVED THIS DISCLOSURE STATEMENT, NOR HAS IT PASSED UPON THE ADEQUACY OR
ACCURACY OF THE STATEMENTS CONTAINED HEREIN.
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I. General Information

A. Purpose of this Disclosure Statement.

This Disclosure Statement has been prepared by the Plan Proponents to provide information to enable Holders
of Claims and Interests, who are entitled to vote on the Plan, to make an informed judgment about the Plan.
Confirmation of the Plan pursuant to chapter 11 of the Bankruptcy Code depends, in part, upon the receipt of a
sufficient number of votes in favor of the Plan. However, Holders of Claims and Interests whose Claims and Interests,
respectively, are unimpaired are deemed to have conclusively accepted the Plan and are not entitled to vote thereon.
As set forth in this Disclosure Statement, Holders of Claims in Classes 1 and 2 are unimpaired and deemed to have
accepted the Plan. Holders of Claims in Classes 3, 4, 5, 6, 7, 8, 9, and 10 are impaired and entitled to vote to accept
or reject the Plan. Holders of Interests in Class 11 are impaired and deemed to have rejected the Plan.

On [e], after notice and a hearing, the Bankruptcy Court entered an order (the “Disclosure Statement
Solicitation Order”), pursuant to section 1125 of the Bankruptcy Code, approving this Disclosure Statement as
containing “adequate information.” “Adequate information” is information of a kind, and in sufficient detail, to enable
a hypothetical investor typical of the Holders of Claims and Interests in the Chapter 11 Case, that would enable such
hypothetical investor to make an informed judgment about the Plan.

B. General Information Concerning Chapter 11.

Chapter 11 is the principal reorganization chapter of the Bankruptcy Code, pursuant to which a debtor in
possession attempts to reorganize, or liquidate, its business for the benefit of itself, its creditors and equity interest
holders.

The commencement of a chapter 11 case creates an Estate, comprised of all legal and equitable interests of
the debtor in property as of the date the petition is filed, wherever located and by whomever held. Sections 1101,
1107, and 1108 of the Bankruptcy Code provide that a debtor may continue to operate its business and remain in
possession of its property as a “debtor in possession” unless the bankruptcy court orders the appointment of a trustee.
The Debtor is operating as a debtor in possession.

The filing of a chapter 11 petition also triggers the automatic stay provisions of the Bankruptcy Code.
Section 362(a) of the Bankruptcy Code provides for, among other things, an automatic stay of all attempts to collect
prepetition debts against the debtor or to otherwise interfere with the debtor’s property or business. Except as
otherwise ordered by the bankruptcy court, the automatic stay remains in full force and effect until the time a
chapter 11 plan is confirmed under section 1129 of the Bankruptcy Code.

The formulation of a plan is the principal purpose of a chapter 11 case. A plan sets forth the means for
satisfying the claims against and equity interests in the debtor. Generally, unless a trustee is appointed, only the debtor
may file a plan during the first 120 days of a chapter 11 case. A debtor is generally then given 60 additional days
during which it may solicit acceptance of its plan. The deadlines may be extended or reduced by the court upon a
showing of “cause.” In this case, the Debtor’s exclusive right to file and solicit a plan was extended multiple times,
but has expired.

C. General Information Concerning Treatment of Claims and Interests.

A chapter 11 plan may provide for anything from a complex restructuring of a debtor’s business and its related
obligations to a simple liquidation of a debtor’s assets. After a chapter 11 plan has been filed, certain holders of claims
against or equity interests in a debtor are permitted to vote to accept or reject the plan.

Section 1123 of the Bankruptcy Code provides that a chapter 11 plan must classify the claims of a debtor’s
creditors and equity interest holders. In compliance therewith, the Plan divides claims and equity interests into classes
and sets forth the treatment for each class. In accordance with section 1123(a) of the Bankruptcy Code, Administrative
Claims have not been classified in the Plan. A debtor is also required, under section 1122 of the Bankruptcy Code, to
classify claims and equity interests into classes that contain claims and equity interests that are substantially similar
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to the other claims and equity interests in such class. The Proponents believe that the Plan has classified all Claims
and Interests in compliance with the provisions of Bankruptcy Code section 1122.

The table below provides a summary of the classification, description, and treatment of Claims and Interests
under the Plan. This information is provided in summary form below for illustrative purposes only and is qualified in
its entirety by reference to the provisions of the Plan. For a more detailed description of the treatment of Claims and
Interests under the Plan and the sources of satisfaction for Claims and Interests, see Article IV.B of this Disclosure
Statement.

Class Claim or Interest Status Voting Rights
1 Other Priority Claims Unimpaired ?]g)se];:;léglfod Atzl(;ie)
2 Other Secured Claims Unimpaired ?]I)Ose];:;lsglfod Atz;é(;g
3 Convenience Claims Impaired Entitled to Vote
4 Channeled GUC Claims Impaired Entitled to Vote
5 Opt-Out GUC Claims Impaired Entitled to Vote
6 Channeled PI/WD Claims Impaired Entitled to Vote
7 Opt-Out PI/WD Claims Impaired Entitled to Vote
8 Opt-Out Insured PI/WD Claims Impaired Entitled to Vote
9 Channeled Indirect Claims Impaired Entitled to Vote
10 | Opt-Out Indirect Claims Impaired Entitled to Vote
11 Interests in the Debtor Impaired I(\I]S);fnrllg:il?;l It{(; j\é(c)g

D. Classes Impaired under a Plan.

Only classes of impaired claims or equity interests may vote to accept or reject a plan. A class is “impaired”
if the legal, equitable, or contractual rights relating to the claims or equity interests in that class are modified by the
plan. Modification for purposes of determining impairment, however, does not include curing defaults or reinstating
maturity. Classes of claims or equity interests that are not “impaired” under a chapter 11 plan, and each member of
such class, are conclusively deemed to have accepted the plan and thus are not entitled to vote. Similarly, classes of
claims or equity interests that will neither receive nor retain any property under a plan are deemed to not have accepted
the plan and are thus not entitled to vote. Accordingly, acceptances of a plan will only be solicited from holders of
claims and/or equity interests in impaired classes that may receive distributions under the plan.

As set forth in section 1124 of the Bankruptcy Code, a class of claims or interests is impaired under a
chapter 11 plan unless, with respect to such class, the plan: (1) leaves unaltered the legal, equitable, and contractual
rights of the holder of such claim or interest; or (2) notwithstanding any contractual provision or applicable law that
entitles the holder of a claim or interest to demand or receive accelerated payment of such claim or interest after the
occurrence of a default: (a) cures any such default that occurred before or after the commencement of the case, other

2 of 44



Case 23-90086 Document 1788-4 Filed in TXSB on 11/04/24 Page 18 of 66

than a default of a kind specified in section 365(b)(2) of the Bankruptcy Code or of a kind that section 365(b)(2)
expressly does not require to be cured; (b) reinstates the maturity of such claim or interest as it existed before such
default; (c) compensates the holder of such claim or interest for any damages incurred as a result of any reasonable
reliance on such contractual provision or such applicable law; (d) if the claim or interest arises from a failure to perform
a non-monetary obligation (other than a default from failure to operate a nonresidential real property lease subject to
section 365(b)(1)(A)), compensates the holder (other than the debtor or an insider) for any actual pecuniary loss
incurred by the holder as a result of such failure; and (e) does not otherwise alter the legal, equitable or contractual
rights to which such claim or interest entitles the holder of such claim or interest.

All Holders of Claims in Classes 1 and 2 are unimpaired, as they will be paid in full. As a result, all Holders
of Claims in Classes 1 and 2 are conclusively deemed to have accepted the Plan. Holders of Claims in Class 11 will
receive no distributions or interest under the Plan, and as a result are deemed to have rejected the Plan pursuant to the
Bankruptcy Code. The Committees and Debtor are seeking the votes of Holders of Claims in Classes 3, 4, 5, 6, 7, 8,
9, and 10.

E. Voting and Opt-Out Rights.
1. Voting on the Plan.

Any Holder of a Claim whose Claim is not scheduled or scheduled as disputed, contingent, or unliquidated
must have timely filed, or be deemed to have timely filed, a personalized Proof of Claim prior to the Claims Bar Date,
and any Holder of a Claim that failed to do so shall not be entitled to vote on the Plan. Holders of Claims in Classes 3-
10 who timely filed, or are deemed to have timely filed, a personalized Proof of Claim are impaired under the Plan
and are entitled to vote to accept or reject the Plan. A Ballot casting a vote on the Plan may be disregarded if the
Bankruptcy Court determines, after notice and a hearing, that such Ballot was not solicited or procured in good faith
or in accordance with the provisions of the Bankruptcy Code.

2. Opt-Out Rights.

The Plan provides two separate and mutually exclusive opt-out options which can be elected on each Ballot.
First, Holders of all Claims may elect to opt-out of the Plan and the settlement incorporated therein and choose to
pursue claims against YesCare Corp., CHS TX, Inc., or any other alleged successor entity under the doctrine of
successor liability in the Civil Justice System. This election must be made prior to the Voting Deadline. This election
is irrevocable and a Holder of a Claim who makes this election will be ineligible to participate in distributions from
the Plan Trusts.

Second, Holders of PI/WD claims may elect to opt-out of the Plan for the purpose of pursuing recoveries
available under the Debtor’s insurance policies. This election must be made prior to the Voting Deadline. Holders of
Claims who make this election will not be entitled to receive distributions from the PI/WD Trust beyond any insurance
recoveries they receive. This election is automatically reversed ninety (90) days after the Effective Date unless the
Holder of the Claim provides written notice otherwise and may be subsequently reversed if the PI/WD Trustee
determines that certain criteria outlined in the PI/WD Trust Documents are met.

F. Confirmation and Consummation.

There are two methods by which a plan may be confirmed: (i) the “acceptance” method, pursuant to which
all impaired classes of claims and interests have voted in the requisite amounts to accept the plan and the plan otherwise
complies with section 1129(a) of the Bankruptcy Code; and (ii) the “cram-down” method under section 1129(b) of the
Bankruptcy Code, which is available even if classes of claims vote against the Plan.

1. Acceptance of the Plan.

A plan is accepted by an impaired class of claims if the holders of at least two-thirds (%3) in amount and more
than one-half (*2) in number of the allowed claims in such class actually voting vote to accept the plan. A plan is
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accepted by an impaired class of equity interests if holders of at least two-thirds (%3) in amount of allowed equity
interests in such class actually voting vote to accept the plan.

BALLOTS THAT ARE SIGNED BUT THAT DO NOT EXPRESSLY INDICATE EITHER AN
ACCEPTANCE OR REJECTION OF THE PLAN, OR INDICATE BOTH AN ACCEPTANCE AND A
REJECTION OF THE PLAN, WILL BE DISREGARDED.

In addition to this voting requirement, section 1129 of the Bankruptcy Code requires that a plan be accepted
by each holder of a claim or equity interest in an impaired class entitled to vote or that the plan otherwise be found by
the bankruptcy court to be in the best interests of each holder of a claim or equity interest in such class (see discussion
of “Best Interests Test” below).

2. Confirmation Without Acceptance By All Impaired Classes.

Under section 1129 of the Bankruptcy Code, the Debtor has the right to seek confirmation of the Plan
notwithstanding the rejection of the Plan by a class of Claims.

A plan may be confirmed notwithstanding its rejection by one or more classes of claims or equity interests
if, in addition to satisfying the applicable requirements of section 1129(a) of the Bankruptcy Code, the plan (1) is “fair
and equitable” with respect to each class of claims or equity interests that is impaired under, and has not accepted, the
plan and (2) does not “discriminate unfairly.”

A plan is “fair and equitable” under the Bankruptcy Code with respect to a dissenting class of unsecured
claims if, with respect to such dissenting class either (a) the plan provides that each holder of a claim of such class
receive or retain property of a value equal to the allowed amount of such claim, or (b) no holders of junior claims or
equity interests receive or retain any property under the plan on account of such junior claims or interests.

This fair and equitable standard, also known as the “absolute priority rule,” requires, among other things, that
unless a dissenting unsecured class of claims or equity interests receives full compensation for its allowed claims or
allowed interests, no holder of claims or interests in any junior class may receive or retain any property under the plan
on account of such claims or interests. The Proponents believe that if a non-consensual confirmation is necessary, the
requirements for non-consensual confirmation will be met and the Plan will be confirmed despite its rejection by any
impaired dissenting Class of Claims.

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 Proponents believe that the Plan
meets this requirement with respect to any Class of Claims that might reject the Plan, because classes of equal rank
are treated equally under the Plan.

3. Best Interests Test.

Notwithstanding acceptance of the Plan by each impaired Class, in order for the Plan to be confirmed, the
Bankruptcy Court must determine that the Plan is in the best interests of each Holder of a Claim or Interest in an
impaired Class who has not voted to accept the Plan. Accordingly, if an impaired Class does not unanimously accept
the Plan, the best interests test requires the Bankruptcy Court to find that the Plan provides for each Holder of a Claim
or Interest in such Class to receive or retain on account of such Claim or Interest property of a value, as of the Effective
Date of the Plan, that is not less than the amount each such Holder would receive if the Debtor was liquidated under
chapter 7 of the Bankruptcy Code on such date.

In this case, the Debtor is liquidating. As a result, and by implication, constituents will receive under the Plan
at least what they would otherwise receive if the chapter 11 case was converted and the Debtor was liquidated in
chapter 7. To demonstrate compliance with the best interests test, the Debtor, in consultation with the Committees,
and with the assistance of its financial advisor, prepared the liquidation analysis attached hereto as Schedule 1. The
liquidation analysis shows that the value of the distributions provided to Holders of Allowed Claims under the Plan
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would be the same or greater than under a hypothetical chapter 7 liquidation. Accordingly, the Proponents believe
that the Plan is in the best interests of creditors.

II. Background and Events Leading Up to Chapter 11

A. The Debtor’s Business and Operations.

The Debtor (formerly known as Corizon Health, Inc., a Texas corporation) was a nationwide provider of
correctional healthcare, providing services in multiple states across the United States.! In the ordinary course of its
business, the Debtor entered into agreements with various (typically governmental) entities under which the Debtor
would provide, or arrange for the provision of, healthcare services to certain inmates or detainees of the contract
counterparty.

B. Perigrove Acquisition.

By the end of 2021, the Debtor was facing dire financial conditions due to loss of major governmental
contracts and significant litigation exposure.

In December 2021, the Debtor’s ultimate parent, M2 HoldCo, LLC (“HoldCo”) was acquired by Perigrove
1018, LLC (“Perigrove 1018”). Perigrove 1018 is affiliated with Perigrove, LLC (“Perigrove”). The Debtor believes
that prior to the Perigrove acquisition, the Debtor’s secured lender was M2 LoanCo, LLC (“LoanCo”). The Debtor
contends that the loans were originated by other lenders in 2017 and acquired by LoanCo in or around June 2020.
LoanCo is an affiliate of the Debtor by common ownership. The Committee disputes that this purported lender-
borrower relationship was genuine and believes that the purported debt obligation was canceled and/or converted to
equity by the actions, transactions, course of dealing, tax filings, and statements of the Debtor and LoanCo. When
Perigrove 1018 acquired HoldCo, it also acquired LoanCo. The Debtor believes that as of February 28, 2022, the
amount of secured debt owed by the Debtor to LoanCo was in excess of $97.8 million.

The Debtor’s organizational structure as it existed in December 2021, when HoldCo was acquired by
Perigrove 1018, was as follows:

' In this section, all references to “Debtor” include any predecessor entity that merged into the Debtor as a result

of the transactions discussed below.
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M2 HoldCo, LLC

/\

M2 EquityCo, LLC

¢

Valitas Intermediate Holdings, Inc.

/r

Valitds Health Services, Inc.

¢

Corizon Health, Inc.

T

Corizon, LLC Corizon Health of New Jersey, LLC

M2 LoanCa, LLC

C. Transfers to Geneva Consulting, LLC and M2 LoanCo, LLC.

In December 2021, the Debtor’s immediate parent company, Valitas Health Services, Inc. (“Valitas Health”)
entered into a Consulting Agreement with Geneva Consulting, LLC (“Geneva”). Geneva is related to Perigrove. The
Consulting Agreement called for an initial retainer of $3 million with $500,000 monthly payments for the duration of
the agreement. Between December 2021 and May 2022, Valitas Health paid Geneva $5.5 million, consisting of the
initial $3 million retainer, plus five monthly installments of $500,000 each.

Also in December 2021, the Debtor and its subsidiary Corizon, LLC each opened a bank account at Signature
Bank (the “Signature Accounts”). The remainder of the Debtor’s bank accounts, all of which pre-dated the Perigrove
acquisition, were at Bank of America. Individuals affiliated with Perigrove were the sole signors on the Signature
Accounts. The Debtor’s CFO and existing management did not have access to the Signature Accounts. Between
December 2021 and May 2022, $23.3 million was transferred from the Debtor’s Bank of America accounts to the
Signature Accounts.

Between December 2021 and November 2022, the Debtor transferred approximately $24.5 million from the
Signature Accounts to LoanCo. LoanCo has disputed this aggregate amount. During the same period, the Debtor
made additional transfers to Perigrove, DG Realty Management LLC and PharmaCorr LLC, entities related to
Perigrove. However, the Debtor received subsequent transfers in the same amounts of the outgoing transfers that were
made to these entities.

D. The Divisional Merger.

In early 2022, the Debtor’s board of directors, with the help of outside counsel, began considering
restructuring alternatives other than bankruptcy. One restructuring option was a combination merger and divisional
merger under the Texas Business Organizations Code (the “TBOC”)—a statutory framework that allows one or more
corporate entities to merge into one or more surviving or new legal entities and allocate assets and historical liabilities
among the resulting entities.

In May 2022, the Debtor and several of its affiliates, including Corizon, LLC, Valitas Health, and Corizon
Health of New Jersey, LLC (collectively, the “Merger Entities”) executed a corporate reorganization effectuated
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through two merger transactions under the TBOC: a combination merger and a divisional merger. The following
steps comprised the combination merger:

a. On April 28, 2022, the Debtor (previously incorporated in Delaware) converted to a Texas
corporation.
b. The Debtor and each Merger Entity merged pursuant to a plan of combination merger under Texas

law (the “Combination Merger”).

c. The Debtor filed the Certificate of Combination Merger with the Texas Secretary of State on May
2,2022, and the Combination Merger became effective on May 5, 2022.

d. The Debtor was the sole survivor of the Combination Merger and was vested with all assets and
liabilities of the Merger Entities. The Merger Entities ceased to exist.

The Debtor then effectuated a divisional merger as follows:
a. The Debtor drafted the Plan of Divisional Merger (the “Plan of Divisional Merger”), which provided

that CHS TX, Inc. (“CHS”) would be formed and documented which assets and liabilities were to
remain with the Debtor and which were to be allocated to CHS.

b. The approved Plan of Divisional Merger was in writing and included all information required by
the TBOC.
c. The Debtor filed the Certificate of Merger and Certificate of Formation for CHS. with the Texas

Secretary of State on May 3, 2022, and the divisional merger became effective on May 5, 2022.

d. LoanCo and the Debtor agreed to a funding agreement (the “Funding Agreement”) pursuant to
which LoanCo would pay or cause to be paid funding to the Debtor up to an aggregate cap of
$15 million for payment of the Debtor’s costs of operations and certain liabilities that arose prior to
the divisional merger.

e. On May 11, 2022, the Texas Secretary of State approved and accepted the Certificate of Merger and
Certificate of Formation for CHS, effective as of May 5, 2022. CHS was subsequently acquired by
YesCare Corp. (“YesCare”).

f. On June 1, 2022, the Debtor changed its name from Corizon Health, Inc. to Tehum Care
Services, Inc.

Pursuant to the divisional merger, the Debtor remained in existence and was allocated and remained vested
with all inactive and expired customer contracts, as well as all historical liabilities related to such contracts. The Plan
of Divisional Merger agreement states that in return, the Debtor was released from its secured debt obligations to
LoanCo, which were allocated to CHS. As part of the divisional merger, the Debtor was allocated $1 million in cash,
as well as the right to draw on the $15 million Funding Agreement.

E. Events Leading to Chapter 11.

After the divisional merger, the Debtor was no longer an operating entity with active contracts or medical
service providers. Between May 2022 and February 2023, the Debtor sought to wind down its remaining business out
of court. During the same period, LoanCo asserts that it caused over $39 million to be paid to the Debtor’s creditors

pursuant to the Funding Agreement and a subsequent loan agreement.

However, the Debtor continued to be plagued by litigation. On November 1, 2022, the Debtor entered into
a Claims Management Services Agreement with Sigma RM, LLC (“Sigma”). Sigma represents that it is owned by a
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group of the Debtor’s former in-house counsel and litigation support staff. Pursuant to that Claims Management
Services Agreement, the Debtor paid Sigma $150,000 per month.

The prepetition lawsuits filed against the Debtor generally fall into three categories: (a) vendor lawsuits,
typically asserting breach of contract claims against the Debtor for unpaid invoices; (b) PI/WD lawsuits, typically
asserting medical malpractice and related claims against the Debtor; and (c) employment lawsuits, asserting
employment discrimination or similar claims against the Debtor.

This ongoing litigation and potential exposure ultimately led the Debtor to conclude a chapter 11 process was
necessary to maximize and expedite creditor recoveries.

II1. The Debtor’s Chapter 11 Case

The Debtor’s Chapter 11 Case was commenced by the filing of a voluntary chapter 11 petition on
February 13, 2023 (the “Petition Date”).?> The Chapter 11 Case is pending before the Honorable Christopher M. Lopez
in the United States Bankruptcy Court for the Southern District of Texas.

A. Post-Filing Activities.
1. The DIP Motion and the DIP Orders.

As of the Petition Date, the Debtor had no cash on hand and because it was no longer an operating entity,
had no means to obtain additional revenues. The Debtor was not allocated any tangible real property under the
divisional merger and, as of the Petition Date, though the Debtor was the beneficiary under the Funding Agreement,
it did not appear that any additional amounts were available thereunder.’ As a result, the Debtor was left with only
potential Estate causes of action, tax refunds and similar receivables as potential collateral for post-petition financing.

On March 15, 2023, the Debtor filed its Emergency Motion for Entry of Interim and Final Orders
(1) Authorizing the Debtor to (A) Obtain Postpetition Financing and (B) Use Cash Collateral, (II) Granting Liens and
Providing Claims with Superpriority Administrative Expense Status, (II) Modifying the Automatic Stay,
(1V) Scheduling a Final Hearing, and (V) Granting Related Relief [Docket No. 185] (the “DIP Motion”). The DIP
Motion set forth the terms of a senior secured loan facility in an aggregate principal amount of up to $10,000,000
(the “DIP Facility”) funded by LoanCo.

On March 22, 2023, the Bankruptcy Court held a hearing and entered the Interim DIP Order (I) Authorizing
Debtor to (A) Obtain Postpetition Financing and (B) Use Cash Collateral, (II) Granting Liens and Providing Claims
for Superpriority Administrative Expense Status, (III) Modifying the Automatic Stay, (IV) Scheduling a Final Hearing,
and (V) Granting Related Relief [Docket No. 243] (the “First Interim DIP Order”), which has been amended and
supplemented pursuant to Docket No. 476 (the “Second Interim DIP Order”), Docket No. 579 (the “Third Interim DIP
Order) Docket No. 993 (the “Fourth Interim DIP Order), and Docket No. 1669 (the “Fifth Interim DIP Order,” and
together with the First Interim DIP Order, Second Interim DIP Order, Third Interim DIP Order, and Fourth Interim
DIP Order, the “DIP Orders”).

2. The Stay Extension Motion and Adversary Proceeding.

On February 17, 2023, the Debtor filed its Emergency Motion to Extend and Enforce the Automatic Stay
[Docket No. 7] (the “Original Stay Motion”). By the Original Stay Motion, the Debtor sought to confirm the automatic

2 On February 14, 2023, the Debtor also filed a voluntary chapter 11 petition in the U.S. Bankruptcy Court for the
Western District of Missouri, Case No. 23-40176-canl1, which was administratively closed on March 2, 2023.
The same day, February 14, 2023, the Debtor removed a pending lawsuit filed by plaintiffs The Curators of The
University of Missouri and Capital Region Medical Center against the Debtor, CHS TX, Inc, and YesCare Corp.

The Debtor’s professionals conducted an analysis of the amounts distributed pursuant to the Funding Agreement
and determined that LoanCo funded at least $15 million to the Debtor’s costs of operation and certain liabilities
that arose prior to the divisional merger.
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stay applied to, or extend the automatic stay to cover, certain Non-Debtor Indemnified Parties (as defined in the
Original Stay Motion) that were party to the Debtor’s prepetition lawsuits.

On March 3, 2023, the Bankruptcy Court entered its Order Regarding Debtor’s Emergency Motion to Extend
and Enforce the Automatic Stay [Docket No. 118] (the “Stay Order”). The Stay Order extended the automatic stay for
75 days to cover the litigation claims set forth on Exhibit 1 thereto.

On March 23, 2023, the Debtor commenced Adversary Proceeding No. 23-03049 (the “Adversary
Proceeding”) by filing its (i) Complaint Seeking (1)(A) a Declaratory Judgment that the Automatic Stay Applies to
Certain Claims and Causes of Actions Asserted Against Certain Non-Debtors and (B) an Extension of the Automatic
Stay to Certain Non-Debtors, or in the Alternative, (II) a Preliminary Injunction Related to Such Actions [Adv. No.
23-03049, Docket No. 1] (the “Adversary Complaint”) and (ii) Motion for an Order (1)(A) Declaring that the
Automatic Stay Applies to Certain Claims and Causes of Action Asserted against Certain Non-Debtors and
(B) Extending the Automatic Stay to Certain Non-Debtors, or in the Alternative, (II) Preliminary Enjoining Such
Actions [Adv. No. 23-03049, Docket No. 2] (the “Adversary Stay Motion”). The Adversary Stay Motion sought
substantially the same relief as the Original Stay Motion.

The Adversary Stay Motion was set for hearing on May 17, 2023. All matters related to the Stay Order were
subsequently adjourned to a date no earlier than August 31, 2023 [Docket No. 841]. At the Bankruptcy Court’s
suggestion, the Debtor has entered into stipulations with certain plaintiffs allowing them to proceed with their litigation
under the circumstances set forth in the stipulations. See Docket Nos. 237, 463, 578, 641, 645, 888, 898, 966, 977,
992, and 1063. As set forth by the Bankruptcy Court on April 11, 2024, the Stay Order has expired.

3. Data Incident.

While this case was pending, the Debtor received notice of a data incident that could have impacted data
belonging to the Debtor and other parties. Promptly after receiving such notice, the Debtor submitted a notice of claim
to its applicable insurance carrier and engaged special data incident counsel. The Debtor’s special counsel has not
identified potential causes of action or liabilities with respect to the Debtor arising out of or related to the incident.

4. The Trustee Motion.

On June 30, 2023, certain creditors filed a motion seeking the appointment of a chapter 11 trustee. See Various
Creditors’ Motion to Appoint a Chapter 11 Trustee [Docket No. 731] (the “Trustee Motion™). The Trustee Motion
contained various allegations of prepetition fraud by the Debtor’s sole director, as well as postpetition misstatements
by the same individual. The Debtor objected to the Trustee Motion. Neither the United States Trustee nor the UCC
joined in the Trustee Motion.

On September 5, 2023, the Bankruptcy Court held a hearing on the Trustee Motion. During the hearing, the
UCC opposed the Trustee Motion. After considering the evidence and arguments of counsel, the Bankruptcy Court
found that cause did not exist to appoint a chapter 11 trustee and denied the Motion. See Docket No. 932.

5. The Initial Mediations.

On May 22, 2023, the Bankruptcy Court entered its Stipulation and Agreed Order Regarding Appointment
of a Mediator and Governing Related Mediation Procedures [Docket No. 603] (the “Mediation Order”). The
Mediation Order appointed the Honorable David R. Jones, then a current United States Bankruptcy Judge for the
Southern District of Texas (“Judge Jones”), to mediate, among other things, (i) the releases sought in connection with
the DIP Facility, (ii) the maximization of assets to be distributed through a chapter 11 plan, (iii) the Estate’s claims
against Debtor affiliates and related third parties, and (iv) the relief requested in the Adversary Complaint and
Adversary Stay Motion. The Mediation Order also ordered the Debtor to invite its liability insurance carriers to
participate in mediation(s).

In the first eight months of the case, the UCC and the Debtor participated in three (3) separate mediations
pursuant to the Mediation Order, each as described below.
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(a) The LSA Mediation.

On July 13 and 14, 2023, Judge Jones conducted a mediation between the Debtor, the UCC, and Lone Star
Alliance, Inc. (“LSA”).

(b) The First Mediation.

On August 21, 22 and 23, 2023, Judge Jones conducted a mediation between the Debtor, the UCC, YesCare,
its wholly owned subsidiaries (including CHS TX, Inc.), Geneva, Perigrove 1018, Perigrove, HoldCo, LoanCo, and
PharmaCorr LLC.* This mediation focused on resolving the Estate’s claims against these affiliate entities and certain
related parties and individuals, including claims relating to the transfers referenced in Article II.C above, as well as
claims relating to or arising out of the divisional merger. The mediation resulted in a settlement which was ultimately
abandoned by the Parties.

(c) The Lexington Mediation.

On September 28, 2023, the Debtor, the UCC, and Lexington Insurance Company (“Lexington”) participated
in a mediation before Judge Jones. The goal of the mediation was to reach an agreed-upon path to maximize the
insurance proceeds available for claims that fall within the Debtor’s professional liability policies issued by Lexington.

On October 7, 2023, as a result of a recently filed lawsuit, the Wall Street Journal published a story in which
Judge Jones confirmed that he has been in a long-term romantic relationship with a lawyer who represented YesCare
at the mediation. This relationship was not disclosed to the Debtor or the UCC and the Debtor and the UCC were
unaware of this relationship prior to the article’s publication. Shortly after the Wall Street Journal story, Judge Jones
resigned his position.

6. The Formation of the Tort Claimants’ Committee.

In October 2023, in response to a request from certain PI/WD creditors and in accordance with the
Bankruptcy Code, the United States Trustee constituted the Tort Claimants’ Committee, consisting of a group of
creditors who hold PI/WD claims against the Debtor. The Tort Claimants’ Committee immediately began gathering
information in order to participate in mediation and settlement discussions and better understand the claims and estate
causes of action in the case.

7. The Second Mediation.

On November 8, 2023, the Debtor, the UCC, and the Settlement Parties filed a Stipulation and Proposed
Order Regarding Appointment of Judge Christopher S. Sontchi and Governing Related Mediation Procedures seeking
an Order from the Court authorizing a Second Mediation before a new mediator, Christopher S. Sontchi, former Chief
Judge for the United States Bankruptcy Court for the District of Delaware. This Second Mediation was held in
December 2023, with the TCC, the UCC, the Settling Parties, and the Debtor participating. The UCC, the Debtor and
the Settlement Parties reached agreement on a proposed global settlement at the Second Mediation. The TCC declined
to join this proposed settlement, and subsequently opposed it.

8. The Motion to Approve Settlement and Motion to Dismiss.

Following the Second Mediation, the UCC and the Debtor filed a motion asking the Court to approve the
proposed global settlement reached at the Second Mediation. The Motion to Approve the Settlement was supported
by the members of the UCC and a subset of creditors. The TCC, the United States Trustee, and a separate subset of
creditors opposed the approval of the global settlement based on their assertions that the releases contained therein
were improper and the amount of funds being contributed by the Settling Parties was insufficient.

4 YesCare, Geneva, Perigrove 1018, Perigrove, HoldCo, LoanCo, and PharmaCorr LLC are collectively referred

to herein as the “Settling Parties.”
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At the same time, the TCC filed a Motion to Dismiss alleging that the Debtor had filed the bankruptcy case
in bad faith due to the circumstances surrounding and emerging out of the divisional merger. The United States
Trustee and a subset of creditors supported the Motion to Dismiss, while the Debtor, the UCC, and a separate subset
of creditors opposed it.

The Court set dates for an evidentiary hearing on both the Motion to Approve the Settlement and the Motion
to Dismiss, and the TCC, UCC, and the Debtor engaged in extensive discovery prior to that hearing. Following a
multi-day hearing, the Court denied both motions and encouraged the parties to engage in further discussion aimed at
seeking a mutually agreeable resolution.

9. Potential Estate Causes of Action.

As outlined in the UCC’s and the Debtor’s motion to approve the proposed settlement reached at the Second
Mediation, the UCC and the Debtor identified four main potential Estate Causes of Action against the Released Parties:

° Avoidance Actions Against M2 Loan Co. At all relevant times, M2 LoanCo had two directors—
Isaac Lefkowitz and Alan Rubenstein. M2 LoanCo had no employees and did not maintain e-mail
records on its own server. Based on the Debtor’s and the UCC’s review of the Debtor’s bank
records, and following formal and informal inquiries to Mr. Lefkowitz, Jeff Sholey (the Debtor’s
former CFO and YesCare’s current CEO) and other members of the Debtor’s former accounting
staff, the Debtor and the UCC identified the following transfers made by the Debtor from its bank
accounts to M2 LoanCo:

12/29/2021 $10,000,000.00
12/30/2021 $5,000,000.00
1/4/2022 $2,300,000.00
1/5/2022 $600,000.00
1/31/2022 $5,000,000.00
2/18/2022 $600,000.00
3/8/2022 $10,000,000.00

3/9/2022 ($10,000,000.00)
5/17/2022 $1,000,000.00
11/14/2022 $25,572.19
11/14/2022 $12,583.00

Total to M2 LoanCo $24,538,155.19

Although M2 LoanCo disputes the Debtor’s and the UCC’s characterization of these transfers listed
above,’ the Debtor and the UCC believe the Estate could bring claims to avoid and recover these
transfers as fraudulent transfers under 11 U.S.C. § 548 and applicable state fraudulent transfer
statutes.

. Avoidance Actions Against Geneva. Perigrove 1018 acquired the equity ownership of the Debtor
and M2 LoanCo from the Flacks Group in early December 2021, days before the Flacks Group had
planned to commence a chapter 11 bankruptcy proceeding for the Debtor. Within days of such
acquisition, Perigrove 1018 appointed one of its directors, Isaac Lefkowitz, as the decision-maker
for all of the companies. Mr. Lefkowitz, in turn, caused the Debtor to enter into a “Consulting
Agreement” with Geneva on or about December 8, 2021. The “Consulting Agreement” is between
Valitas Health Services, Inc. and Geneva Consulting, LLC. Mr. Lefkowitz signed the Consulting
Agreement as the “Interim CEO” for Valitas. A director listed on Perigrove’s website signed the

5 For example, M2 LoanCo contends that it transferred $3.5 million and $1.5 million to Corizon on March 23,
2023, and March 24, 2023, respectively, and those transfers are not accounted for as credits in the chart above.
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Consulting Agreement as “Director” of Geneva. Mr. Lefkowitz directed James Hyman, the then-
CEO of Corizon Health, Inc., and Jeff Sholey, the then CFO of Corizon Health, Inc., to transfer
substantial sums to Geneva under the Consulting Agreement. On December 8, 2021, the Debtor
transferred $3 million to Geneva, purportedly as a retainer required under the Consulting
Agreement. The Debtor then transferred $500,000 per month for the subsequent five (5) months,
purportedly for “Corporate Restructuring” services under the Consulting Agreement. In all, the
Debtor transferred $5.5 million to Geneva before the Petition Date.

12/9/2021 $3,000,000.00
1/11/2022 $500,000.00
2/7/2022 $500,000.00
3/1/2022 $500,000.00
4/1/2022 $500,000.00
5/2/2022 $500,000.00
Total to Geneva $5,500,000.00

The Debtor and the UCC believe the Estate could bring claims to avoid and recover these transfers
as fraudulent transfers under 11 U.S.C. § 548 and applicable state fraudulent transfer statutes.
Geneva disputes these claims.

o Avoidance Actions Against Perigrove 1018-Related Parties. In addition to the $30 million
identified above, the Debtor and the UCC identified additional sums, totaling approximately
$956,700, paid to Amerisource Bergen—a third-party vendor—to satisfy obligations of
PharmaCorr, which ceased being a subsidiary of the Debtor under the Flacks Group’s ownership
and control:

1/31/2022 $500,000.00
2/15/2022 $456,707.08
Total to Amerisource Bergen $956,707.08

Based on the records reviewed by the Debtor and the UCC, the Debtor and the UCC believe that
Estate could bring claims to avoid and recover these transfers from Amerisource Bergen,
PharmaCorr, or other related entities that benefited from the payment. Such transfers may be
considered fraudulent transfers under 11 U.S.C. § 548 and applicable state fraudulent transfer
statutes. PharmaCorr disputes these claims.

. Avoidance Actions Related to the Divisional Merger. As mentioned above, the transactions
effectuated as part of the Divisional Merger caused the allocation of the Debtor’s active contracts,
employee assets, and other viable assets to CHS. The UCC believes that this allocation effectuated
a “transfer” that may be subject to avoidance under 11 U.S.C. §§ 544 and 548 or other applicable
state fraudulent transfer statutes. The Debtor and the UCC further believe that the financial advisory
firm engaged to provide a fairness opinion on the transaction reached its fairness conclusions by
relying on inaccurate information. The UCC believes that, had the financial advisory firm received
accurate financials and disclosures, it would not have made the findings or recommendations
reflected in the fairness opinion. When a fraudulent transfer claim is based on the transfer of an
asset rather than an amount of money, damages for the transfer are calculated based on the value of
the transferred asset at the time of the transfer. As a result, any potential damages for this claim
would be based on a calculation of the value of the transferred assets as of the Divisional Merger.

As outlined in its opposition to the UCC’s and the Debtor’s motion to approve the proposed settlement
reached at the Second Mediation, the TCC believes the following additional claims may have potential value:

12 of 44



Case 23-90086 Document 1788-4 Filed in TXSB on 11/04/24 Page 28 of 66

. Fraudulent Transfer Claims. The TCC agrees with the UCC the Estate could bring claims for
fraudulent transfer based on the Divisional Merger. The TCC believes that the Divisional Merger
can be unwound as a fraudulent transfer. State law allows for avoidance of actual fraudulent
transfers made on or within 4 years before the petition date. See Tex. Bus. & Comm. Code § 24.005.
The Divisional Merger occurred within the past 4 years, and the TCC asserts that the Divisional
Merger was done with the actual intent to hinder, delay, and defraud creditors. The Divisional
Merger can also be challenged as a constructive fraud. /d. at § 24.005(a)(2). The Divisional Merger
allocated the Debtor—an entity with no business operations—with little besides liabilities. The
Debtor was stripped of its assets. The TCC’s position is that Texas divisive merger statute does
not sanction fraud. The Texas statute does not “abridge any right or rights of any creditor under
existing law.” Tex. Bus. Org. Code § 10.901. When a party undertakes a “divisional merger” that
is fraudulent, creditors can assert an array of rights and remedies under state law, including the right
to challenge the transaction as a fraudulent transfer. At least one court that has considered the
application of fraudulent transfer law to a divisional merger has held that a divisional merger
conducted under Texas law can be avoided as a fraudulent transfer. See, e.g., Official Comm. of
Asbestos Personal Injury Claimants v. DBMP LLC, No. 21-03023-JCW (Bankr. W.D.N.C. July 7,
2022) (holding that it would be “contrary to all Anglo-American notions of fraudulent conveyance
law” for the victims of a fraudulent divisional merger conducted under Texas law to have “no
recourse” against the entity that received the operating assets).

° Doctrine of Successor Liability. The TCC asserts that YesCare, CHS TX, and/or their affiliates
are liable as the successor to Corizon Health, Inc. Under state law, successor liability is not a cause
of action. Rather, successor liability is an equitable doctrine or a theory of liability that transfers
liability for a claim from a predecessor to a successor when certain factors are present. A successor
may become liable for the debts of the predecessor when the transaction amounts to a consolidation
or de facto merger, the transaction is fraudulent or done with the intent to escape liability, or the
purchaser is a mere continuation of the seller. The TCC asserts that YesCare is a mere continuation
of Corizon Health, Inc. and that its business operations are identical. The TCC asserts that the
Divisional Merger was fraudulent and was done with the intent to escape liability, and that there
was a continuity of shareholders, normal business operations continued without interruption, and
the Debtor commenced a bankruptcy proceeding shortly after its creation. The doctrine of successor
liability imposes on YesCare all the Debtor’s liabilities. All claimants of the Debtor may have a
path to recover in full on account of their claims in the Civil Justice System. The TCC believes
these issues have already been litigated, with at least one Court holding that CHS TX may be liable
as Corizon’s successor. See Kelly v. Corizon Health Inc., No. 2:22-cv-10589, 2022 WL 16575763
(E.D. Mich. Nov. 1, 2022) (adding CHS TX, Inc. [NewCo] as a defendant in a prepetition action
and finding “[c]onsidering the totality of the circumstances here, I find that CHS TX is a mere
continuation of pre-division Corizon . . . . Evidently, CHS TX picked up right where Corizon left
off. Indeed, CHS TX holds itself out to clients as Corizon’s successor.”).

. Alter Ego / Veil Piercing. The TCC asserts that Debtor’s beneficial owners are also liable as the
Debtor’s alter ego. Alter ego and veil piercing are also not causes of action. They are also equitable
doctrines or legal remedies. Alter ego and veil piercing theories do not create new causes of action.
Rather, they impose liability on the company’s owner when certain factors are present. These
factors include: the parent and subsidiary have common stock ownership, common directors or
officers, the parent and subsidiary have common business departments, the parent and subsidiary
file consolidated financial statements, the parent finances the subsidiary, the parent caused the
incorporation of the subsidiary, the subsidiary operated with grossly inadequate capital, the parent
pays salaries and other expenses of subsidiary, the subsidiary receives no business except that given
by the parent, the parent uses the subsidiary’s property as its own, the daily operations of the two
corporations are not kept separate, and the subsidiary does not observe corporate formalities. Here,
the TCC asserts there is common beneficial and actual ownership, common directors and officers,
the parent finances the subsidiary, the Debtor was grossly undercapitalized at its inception, and the
Debtor has no business functions. The alter ego doctrine may impose all the Debtor’s liabilities on
the company’s owner.
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. Breach of Fiduciary Duty and Corporate Theft. The TCC asserts that the Estate has claims
against Corizon Health executives for breach of fiduciary duty and corporate theft. The TCC’s
investigation indicated that Corizon executives set up YesCare Corp. and several of its operating
subsidiaries, including CHS AL, LLC and CHS AZ, LLC, in the months leading up to the closing
of the Divisional Merger. Evidence produced in the case showed that Corizon Health executives
and others were already pitching new RFPs under at least two of these entities—CHS AL, LLC and
CHS AZ, LLC—before the Divisional Merger ever took place. It appears that Corizon executives
pitched these CHS entities as being comprised of former Corizon Health clinical and administrative
employees” before the Divisional Merger. These facts suggest business was being funneled away
from Corizon Health prior to the Divisional Merger and may support claims for breach of fiduciary
duty and corporate theft.

10. The Third Mediation.

Following the Court’s denial of the settlement motion and the motion to dismiss, the TCC, UCC, Debtor, and
Settling Parties agreed to convene for a Third Mediation before former Judge Sontchi. The Third Mediation began
with in-person meetings involving the key parties on May 17, 2024, and continued for the following 8 weeks via
email, telephone, and additional in-person communication and negotiation. Ultimately, these renewed efforts were
successful, resulting in the Estate Party Settlement agreed to by the TCC, UCC, Debtor, and the Settling Parties and
incorporated into the Plan.

11. The Estate Party Settlement.

As set forth in this Disclosure Statement, the Estate Party Settlement reached at the Third Mediation provides
substantial value to the Estate and funds a distribution process that will result in significant recoveries for creditors.
It also avoids the risks of litigation of Estate Causes of Action against the Released Parties.

As described herein, the Estate Party Settlement resolves Estate Causes of Action against the Released Parties
on behalf of the Debtor and its bankruptcy Estate, and grants releases to the persons and entities who would be potential
defendants and their officers and directors, including the following specific individuals:

. Yitzchak Lefkowitz a/k/a Isaac Lefkowitz, a director of the Debtor who also holds or held
roles at related entities;

. Sara Ann Tirschwell, former Chief Executive Officer at Corizon Health, Inc. and YesCare;

. Ayodeji Olawale Ladele, Executive Vice President and Chief Medical Officer at Corizon
Health, Inc. and YesCare;

° Beverly Michelle Rice, Senior Director and Assistant Controller at Corizon Health, Inc.
and YesCare;

. Jeffrey Scott King, former Chief Legal Officer at Corizon Health, Inc. and current
Executive Vice President and Chief Legal Officer at YesCare;

. Jennifer Lynne Finger, former Assistant General Counsel at Corizon Health, Inc. and
current Assistant General Counsel at YesCare; and

. Frank Jeffrey Sholey, former Chief Financial Officer at Corizon Health, Inc. and current

Chief Executive Officer at YesCare.

The Estate Party Settlement does not necessarily resolve potential claims individual creditors may have
against YesCare Corp., CHS TX, Inc., or any other alleged successor entity. Instead, pursuant to the Plan, which
incorporates the Estate Party Settlement, creditors who believe they may have individual claims against these parties
may elect to opt-out of participating in the Estate Party Settlement and instead pursue their claims against YesCare
Corp., CHS TX, Inc., or any other alleged successor entity under the doctrine of successor liability in the Civil Justice
System.

Below is a summary of the key terms of the Estate Party Settlement:
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. The Settlement Parties shall pay or cause to be paid to the PI/WD Trust and GUC Trust, as
applicable, aggregate Cash in the amount of Fifty Million Dollars ($50,000,000.00) (the “Settlement
Payment”), with two million ($2,000,000) to be paid on the Effective Date and the remaining Forty-
Eight Million Dollars ($48,000,000.00) paid in monthly installments over thirty (30) months with
interest at 6.00% per annum.

. If the Settlement Parties fail to make the required payments on time, they receive a “grace period”
of five business days to make the payment. If the Settlement Parties fail to make the payment after
the “grace period” and that failure is not waived by both creditor trusts, the releases and injunctions
contained in the Plan are terminated and void, meaning that creditors and the estate may bring claims
against the Released Parties.

. The Settlement Payment will be allocated between the PI/WD Trust and the GUC Trust on a 50/50
basis and will be used to pay administration of those trusts and claims of unsecured creditors,
meaning no funds from the Settlement Payment will be used to pay Administrative Claims,
Professional Fee Claims, Priority Claims, or Secured Claims.

. The Settlement Parties have the option to terminate the settlement if more than 5% of holders of
PI/WD claims entitled to vote on the Plan elect to opt-out of the release of claims against the
Released Parties and in doing so give up their right to recover from the PI/WD Trust.

. The Settlement Parties release and waive all claims and causes of action against the Debtor and its
Estate upon the Effective Date, and the Settlement Parties and Released Parties release and waive
all claims against creditors who do not opt out of the release and the Settlement upon the Final
Payment Date.

. On the Final Payment Date, the Released Parties will receive the benefit of the Consensual Claimant
Release (i.e., the release being granted in favor of the Released Parties by claimants who do not opt-
out of the Consensual Claimant Release), and the release of all Estate Causes of Action asserted
against the Released Parties.

. Claimants who opt out will have the ability to assert claims against YesCare Corp., CHS TX, Inc.,
and other alleged successor entity based on the doctrine of successor liability. This is clearly set
forth in Article II1.D and Article IX.K of Plan. Claimants who opt-out, however, will not have the
ability to assert Avoidance Actions, including fraudulent transfer claims, and other Estate Causes of
Action against the Released Parties because those Causes of Action will be settled under the Estate
Party Settlement.

. The Estate and all creditors who do not opt-out of the release and the Settlement agree to release all
claims against the Released Parties once the Settlement Parties have fulfilled their obligations to
pay the full settlement amount. The above description of the Estate Party Settlement is a summary
only. The actual terms of the Plan control.

The Estate Party Settlement was the product of lengthy, hard-fought arms-length negotiations. The TCC,
UCC and the Debtor are all mindful of their respective fiduciary obligations to act in the best interest of the Estate and
all creditors and have evaluated the Estate Party Settlement from that perspective. Each group strongly believes the
Estate Party Settlement, on the terms and conditions set forth in the Plan, is fair, equitable, and in the best interest of
both the creditors and the Debtor’s Estate.

B. Exclusivity.

The Debtor’s exclusivity period has expired.
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C. Bar Date.

The deadline for all creditors, including Governmental Units, to file proofs of claim against the Debtor was
August 14, 2023. Any references in the Plan or Disclosure Statement to any Claims or Interests shall not constitute
an admission of the existence, nature, extent, or enforceability thereof.

D. Claims Against the Debtor.
1. In General.

The Claims against the Debtor can largely be separated into two categories: PI/WD claims and non-PI/WD
claims, which are referred to as GUC claims herein and in the Plan. Pursuant to the Plan, funds from the Estate Party
Settlement and other sources of funding will be divided between two separate trusts, one for PI/WD claims and one
for GUC claims and will be distributed to the applicable claimants pursuant to the processes outlined in the Plan in
the applicable trust documents.

2. Administrative Expense Claims and Professional Fee Claims.

Based on the terms of the Estate Party Settlement, the Proponents believe that sufficient funds should exist
under the DIP Facility to pay Allowed Administrative Expense and Allowed Professional Fee claims as of the date of
entry of the Confirmation Order or shortly thereafter.

Except as otherwise provided by a Final Order entered by the Bankruptcy Court, requests for payment of
Administrative Claims must be Filed and served on the Debtor, the TCC and the UCC no later than the Administrative
Claims Bar Date. Each request for payment of an Administrative Claim must set forth, at a minimum, (a) the name
of the Holder of the Administrative Claim, (b) the amount of the Administrative Claim and (c) a detailed basis for the
Administrative Claim. A request for payment of an Administrative Claim that has been properly and timely Filed and
served shall become an Allowed Administrative Claim unless an objection is filed by the date that is thirty (30) days
after such request has been Filed and served. If a timely objection is Filed, the Administrative Claim in question shall
become Allowed only to the extent set forth in a Final Order of the Bankruptcy Court.

Any failure to File a request for payment of an Administrative Claim by the Administrative Claims Bar Date
shall result in the Administrative Claim in question being discharged and released as of the Effective Date, and its
Holder being forever barred, estopped, and enjoined from asserting such Administrative Claim against the Debtor, its
Estate, or any other Entity. Any requests for payment of Administrative Claims that are not properly Filed and served
by the Administrative Claims Bar Date shall not appear on the Claims Register and shall be Disallowed automatically
without the need for further action by the Debtor, or further order of the Bankruptcy Court.

All Professionals or other Persons requesting the final Allowance and payment of compensation and/or
reimbursement of expenses pursuant to sections 328, 330 and/or 331 for services rendered during the period from the
Petition Date to and including the Effective Date shall file and serve final applications for Allowance and payment of
Professional Fee Claims on counsel to the TCC, the UCC, the DIP Lender, the Debtor and the United States Trustee
no later than the first Business Day that is thirty (30) days after the Effective Date. Any such final fee application
shall conform to and comply with all applicable provisions of the Bankruptcy Code, the Bankruptcy Rules, and the
Local Rules and be subject to approval by the Bankruptcy Court after notice to other parties on the regular service list
and a hearing in accordance with the procedures established by the Bankruptcy Code and prior orders of the
Bankruptcy Court in the Chapter 11 Case. The last date to object to such final fee application shall be the twenty-first
(21st) day after such fee application has been Filed and all final fee applications shall be set for hearing at the same
time, as the Bankruptcy Court’s calendar permits, after consultation with counsel to the TCC, the UCC, the DIP
Lender, and the Debtor, provided, however, that if an objection is Filed to any final fee application, then the deadline
to object to any and all final fee applications shall be extended for all parties in interest for an additional seven (7)
days and, for any party whose Professional(s) is subject to an objection Filed within the twenty-one (21) day period
above, the deadline for such party to object to any and all final fee applications shall be extended for an additional
fourteen (14) days. Neither Trustee shall have standing to object to any Professional Fee Claims.
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3. DIP Claims.

The DIP Claims arising under the DIP Order that accrued prior to August 23, 2023 will be released on the
Effective Date pursuant to the Estate Party Settlement.

Notwithstanding anything in the Plan to the contrary, to the extent that the Court disallows payment of any
fees and expenses of Estate Professionals set forth in the Approved Budget (as defined in the DIP Order), and that
such order or orders by the Court cause on a final basis the total amount of Allowed Administrative Claims and
Professional Fee Claims to be less than the Commitment Amount (as defined in the DIP Order), then (i) if this Plan
has been confirmed and gone effective, 90 percent (90%) of the difference between the Commitment Amount and the
total amount of Allowed Administrative Claims and Professional Fee Claims shall be promptly returned to the DIP
Lender, whether such funds are held in the Professional Fee Escrow Accounts or another account, or (ii) if confirmation
of this Plan has been denied, then 100 percent (100%) of the difference between the Commitment Amount and the
total amount of Allowed Administrative Claims and Professional Fee Claims shall be promptly returned to the DIP
Lender, whether such funds are held in the Professional Fee Escrow Accounts or another account.

4. Synergi Administrative Claim.

In full and final satisfaction, settlement, release, and discharge of any Administrative Claim arising under or
in respect of the Synergi Order and the agreements referenced therein, Synergi shall be entitled to receive Cash from
the ERC Fund equal to the amount of such Administrative Claim pursuant to and in accordance with the Synergi Order.
For the avoidance of doubt, nothing in the Plan shall modify the Synergi Order, including the payments terms and
conditions set forth therein.

5. Priority State and Federal Tax Claims.

The Proponents believe that, as of the Confirmation Date, there will be approximately $8.5 million owing in
respect of Priority State and Federal Tax Claims. Each federal Governmental Unit that holds an Allowed Priority Tax
Claim will receive, at the sole option of the Debtor or GUC Trustee, as applicable, either: (1) payment by the later of
(a) 90 days after the date on which such Claim becomes Allowed or as soon as reasonably practicable thereafter, or
(b) 10 days after the date which the ERC Fund is funded; or (2) regular installment payments in Cash of a total value,
as of the Effective Date, equal to the Allowed amount of such Claim over a period ending not later than five years
after the Petition Date.

IV. The Plan

Section IV of this Disclosure Statement is intended only to provide a summary of the key terms, structure,
classification, treatment, and implementation of the Plan, and is qualified in its entirety by reference to the Plan, the
Plan Supplement and any attachments to the Plan. Although the statements contained in this Disclosure Statement
include summaries of the provisions of the Plan and in documents referred to therein, this Disclosure Statement
does not purport to be a precise or complete statement of all related terms and provisions and should not be
relied upon for a comprehensive discussion of the Plan. Instead, reference is made to the Plan, the Plan Supplement
and any attachments to the Plan for the full and complete statements of such terms and provisions. The Plan itself, in
addition to the Plan Supplement and any attachments to the Plan will control in all respects. To the extent there are
any inconsistencies between this Section IV and the Plan, the Plan Supplement and any attachments to the Plan, the
Plan, Plan Supplement, and the attachments to the Plan, as applicable, shall govern.
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Summary of Key Plan Provisions.

Article

Plan Pages

Summary

1-18

Definitions and Rules of Interpretation. This Article contains the
definitions used throughout the Plan, as well as conventions for computing
time and determining the governing law that will apply to various provisions
in the Plan.

11

18-21

Administrative and Priority Claims. This Article details the treatment for
certain Priority and Administrative Claims, such as state and federal taxes,
post-bankruptcy loans and compensation of bankruptcy professionals.
These types of claims are afforded higher payment priority under the
Bankruptcy Code and, thus, the Debtor must ensure that they are paid or
otherwise dealt with before the Plan can provide payments to other General
Unsecured Claims.

I

21-28

Classification, Treatment, and Voting of Claims and Interests. This
Article summarizes the different categories of claims and details the varying
treatments for each class of Claims. A more detailed description of the Plan
treatment is set forth immediately below in Article IV.B of this Disclosure
Statement.

v

28-41

Means for Implementation of the Plan. This Article contains the various
provisions that are critical to the implementation of the Plan, including the
creation of the PI/WD Trust and GUC Trust, as further detailed in Article IV
of the Plan. Among other matters, Article IV of the Plan specifies how assets
will vest in each of the Trusts and how Retained Causes of Action will be
preserved for the benefit of creditors.

41-43

Treatment of Executory Contracts and Unexpired Leases. This Article
details how Executory Contracts and Unexpired Leases will be treated under
the Plan. By default, unless otherwise specified in the Plan, a Plan
Supplement or separate motion filed with the Bankruptcy Court, all
Executory Contracts and Unexpired Leases will be rejected. The Debtor’s
rights under insurance policies will be preserved under this Article.

V1

43-44

Provisions Regarding Distributions. This Article details how distributions
will be managed after the Effective Date.

vl

44-45

Reserves Administered by the GUC Trustee. To ensure timely and proper
payment of Priority, Administrative and Other Secured Claims consistent
with Article II of the Plan, this Article requires the Debtor or GUC Trustee
to establish and maintain reserves for payment of Allowed Administrative
and Priority Claims, as well as Other Secured Claims.

VIII

46-47

Procedures for Resolving Certain Contingent, Unliquidated, and
Disputed Claims and Interests. This Article details how certain
contingent, unliquidated and disputed Claims will be handled after the
Effective Date.
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Article

Plan Pages Summary

IX

47-53

Settlement, Releases, Injunctions, and Related Provisions. As
summarized further in Article IV.C of this Disclosure Statement, Article IX
of the Plan contains the lien release (Article IX.B), Estate Release
(Article IX.C), Consensual Claimant Release (Article IX.D), and releases by
the Debtor and the Settlement Parties of Holders of Claims in Classes 4, 6,
8, and 9 (Article IX.E). This Article also includes provisions dealing with
Exculpations (Article IX.F), the Channeling Injunction (Article IX.I), other
injunctions (Articles IX.J-K), terms of the injunctions and stays
(Article IX.H), insurance provisions (Article IX.L), retention of liability
(Article IX.N), and compromises and settlements (Article IX.A and M).

53-55

Conditions Precedent to Confirmation and Effective Date. This Article
lists the various conditions precedent to the Confirmation and the Effective
Date of the Plan. As set forth in Article X.C of the Plan, any of these
conditions may be waived by joint agreement of the Proponents.

XI

Modification, Revocation or Withdrawal of the Plan. This Article details
the terms for the Proponents to modify, revoke or withdraw the Plan. The
Proponents do not anticipate making material modifications to the Plan, nor
do they anticipate revoking or withdrawing the Plan.

X1

55-57 the effective date. Article XII enumerates 19 different types of matters over

Retention of Jurisdiction. All plans contain provisions regarding the items
over which the Bankruptcy Court retains jurisdiction after confirmation and

which the Bankruptcy Court shall retain jurisdiction to decide, should they
become issues in the future.

X1

57-60 miscellaneous provisions, such as where to send notice and how to find the

Miscellaneous Provisions. The last few pages of the Plan contain various

Plan Supplement and other documents.

B. Treatment of Classes of Claims and Interests.

To the extent a Class contains Allowed Claims or Interests, the classification of Allowed Claims and Interests
is specified below.

1.

2.

Class 1 — Other Priority Claims

(a)

(b)

Treatment: Except to the extent that a Holder of an Allowed Other Priority Claim agrees
to less favorable treatment, each Holder of an Allowed Other Priority Claim shall receive,
in full and final satisfaction of such Claim, payment in full in Cash from the Administrative
and Priority Claims Reserve on (or as soon as reasonably practicable after) the later of
(1) the Effective Date or (ii) thirty (30) days after such Other Priority Claim becomes
Allowed, or (iii) such date on which the Holder of such Other Priority Claim and the Debtor
or Trustees, as applicable, shall otherwise agree in writing.

Voting: Class 1 is Unimpaired under the Plan. Holders of Other Priority Claims are
conclusively presumed to have accepted the Plan under section 1126(f) of the Bankruptcy
Code and are not entitled to vote to accept or reject the Plan.

Class 2 — Other Secured Claims

(a)

Treatment: Except to the extent that a Holder of an Allowed Other Secured Claim agrees
to a less favorable treatment, each Holder of an Allowed Other Secured Claim shall receive,
in full and final satisfaction of such Claim, at the sole option of the Debtor or the GUC
Trustee, as applicable, either:
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(i1)
(iii)

payment in full in Cash on the later of (w) the Effective Date (or as soon as
reasonably practicable thereafter), (x) the date on which such Other Secured
Claim becomes Allowed, (y) the date payment on account of such Other Secured
Claim is due; or (z) the date on which the Holder of such Allowed Other Secured
Claim and the Debtor or the GUC Trustee, as applicable, shall otherwise agree in
writing;

collateral securing such Allowed Other Secured Claim; or

other treatment that renders such Allowed Other Secured Claim Unimpaired.

(b) Voting: Class 2 is Unimpaired under the Plan. Holders of Other Secured Claims are
conclusively presumed to have accepted the Plan under section 1126(f) of the Bankruptcy
Code and are not entitled to vote to accept or reject the Plan.

3. Class 3 — Convenience Claims

(a) Treatment: On the first Business Day that is thirty (30) days following the Effective Date,
each Holder of an Allowed Convenience Claim shall receive, in full and final satisfaction
of such Claim, payment in full in Cash.

(b) Voting: Class 3 is Impaired under the Plan. Holders of Convenience Claims are entitled to
vote to accept or reject the Plan.

4. Class 4 — Channeled General Unsecured Claims
(a) Treatment:
(1) On the Effective Date (or as soon as reasonably practicable thereafter) except to

(i)

the extent that a Holder of an Allowed Channeled GUC Claim agrees to less
favorable treatment, each Holder of an Allowed Channeled GUC Claim shall
receive, in full and final satisfaction of such Claim, a beneficial interest in the
GUC Trust. Thereafter each such Holder shall receive Cash distributions from
the GUC Trust in accordance with the terms and conditions set forth in the GUC
Trust Documents. Distributions from the GUC Trust to Holders of Allowed
Channeled GUC Claims shall be on a Pro Rata basis with all other holders of GUC
Trust beneficial interests in accordance with the terms of the GUC Trust
Agreement. Holders of Channeled GUC Claims shall not receive any payment
from the GUC Trust unless and until such Claims are resolved in accordance with
the GUC Trust Documents. The GUC Trust Agreement establishes the method by
with the Channeled GUC Claims will be resolved and how such Claims will be
submitted, processed, liquidated, and paid. Except as provided in the Plan,
Holders of Channeled GUC Claims shall be enjoined from prosecuting or filing
any Claims against the Released Parties in any forum whatsoever, including any
state, federal, or non-U.S. court.

Notwithstanding the above, each Holder of an Allowed Channeled GUC Claim
shall have the option on the Ballot to elect for an Expedited GUC Distribution.
Any Holder of a GUC Claim who elects for the Expedited GUC Distribution shall
be deemed to have (a) voted to accept the Plan and (b) consented and agreed to
and not opted out of the Consensual Claimant Release. An election on the Ballot
for an Expedited GUC Distribution shall be irrevocable, shall be conclusive and
controlling, and shall govern over any and all other markings on the Ballot. An
Expedited GUC Distribution shall be paid by the GUC Trustee on the later of
(a) the Effective Date or (b) within ten (10) business days after such GUC Claim
becomes an Allowed Claim by Final Order, provided, however, that the GUC
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Trustee shall not be required to pay such Expedited GUC Distribution until the
first Business Day on which the GUC Trust has sufficient Cash on hand to make
the Expedited GUC Distribution and satisfy the reserve requirements set forth in
the GUC Trust Documents.

Voting: Class 4 is Impaired under the Plan. Holders of Channeled GUC Claims are entitled
to vote to accept or reject the Plan.

5. Class 5 — Opt-Out General Unsecured Claims

(a)

(b)

Treatment: On the Effective Date (or as soon as reasonably practicable thereafter), each
Holder of an Opt-Out GUC Claim shall retain or receive, in full and final satisfaction of
such Claim, the claims or theories of recovery or remedies based on the doctrine of
successor liability that such Holder held and could have asserted against YesCare Corp.,
CHS TX, Inc., or any other alleged successor entity immediately prior to the Petition Date
as part of or in connection with its GUC Claim and that became, as of the Petition Date,
part of the claims or theories of recovery or remedies that could have been asserted by the
Debtor as an Estate Cause of Action. Except for the foregoing, Holders of Opt-Out GUC
Claims may not assert any Estate Causes of Action to the extent that (a) such Estate Cause
of Action is settled and released under the Estate Release or (b) such Estate Cause of Action
is a Retained Estate Cause of Action that is transferred to the Trusts under the Plan.
Consistent with the foregoing, each Holder of an Opt-Out GUC Claim may elect to pursue
recovery on account of its GUC Claim from any of the Released Parties. Holders of Opt-
Out GUC Claims shall not receive, and shall have no right to receive, a Distribution from
the GUC Trust.

Voting: Class 5 is impaired under the Plan. Holders of Opt-Out GUC Claims are entitled
to vote to accept or reject the Plan.

6. Class 6 — Channeled PI/WD Claims

(a)

Treatment:

(1) Holders of Allowed Channeled PI/WD Claims shall be entitled to receive a
distribution from the PI/WD Trust from the PI/WD Trust Assets. As of the
Effective Date, the Debtor’s liability for all Channeled PI/WD Claims shall be
both incurred in full and assumed by the PI/WD Trust without further act, deed,
or Court order and shall be administered and paid from the PI/WD Trust as set
forth in the PI/WD Trust Documents. Holders of Channeled PI/WD Claims shall
not receive any payment from the PI/WD Trust unless and until such Claims are
resolved in accordance with the PI/WD Trust Documents. The PI/WD Trust
Distribution Procedures establish the method by with the Channeled PI/'WD
Claims will be resolved and how such Claims will be submitted, processed,
liquidated, and paid. Except as provided in the Plan, Holders of Channeled
PI/WD Claims shall be enjoined from prosecuting any outstanding or filing future
Claims against the Released Parties in any forum whatsoever, including any state,
federal, or non-U.S. court.
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(b)

(i1) Notwithstanding the above, and at all times subject to the requirements in
Article III.B of the Plan, each Holder of an Allowed Channeled PI/WD Claim
shall have the option on the Ballot to elect for an Expedited PI/'WD Claim
Distribution. Any Holder of a Channeled PI/WD Claim who elects for the
Expedited PI/WD Claim Distribution shall be deemed to have (a) voted to accept
the Plan and (b) consented and agreed to and not opted out of the Consensual
Claimant Release. An election on the Ballot for an Expedited PI/WD Claim
Distribution shall be irrevocable, shall be conclusive and controlling, and shall
govern over any and all other markings on the Ballot. An Expedited PI/WD Claim
Distribution shall be paid by the PI/WD Trustee within sixty (60) days following
the Effective Date, subject to the terms of the PI/WD Trust Distribution
Procedures, provided, however, that the PI/WD Trustee shall not be required to
pay such Expedited PI/WD Distribution until the first Business Day on which the
PI/WD Trust has sufficient Cash on hand to make the Expedited PI/WD
Distribution and satisfy the reserve requirements set forth in the PI/WD Trust
Documents.

Voting: Class 6 is Impaired under the Plan. Holders of Channeled PI/WD Claims are
entitled to vote to accept or reject the Plan.

7. Class 7 — Opt-Out PI/WD Claims

(a)

(b)

Treatment: On the Effective Date (or as soon as reasonably practicable thereafter), each
Holder of an Opt-Out PI/WD Claim shall retain or receive, in full and final satisfaction of
such Claim, the claims or theories of recovery or remedies based on the doctrine of
successor liability that such Holder held and could have asserted against YesCare Corp.,
CHS TX, Inc., or any other alleged successor entity immediately prior to the Petition Date
as part of or in connection with its PI/WD Claim and that became, as of the Petition Date,
part of the claims or theories of recovery or remedies that could have been asserted by the
Debtor as an Estate Cause of Action. Except for the foregoing, Holders of an Opt-Out
PI/WD Claims may not assert any Estate Causes of Action to the extent that (a) such Estate
Cause of Action is settled and released under the Plan pursuant to the Estate Release or
(b) such Estate Cause of Action is a Retained Estate Cause of Action that is transferred to
the Trusts under the Plan. Consistent with the foregoing, each Holder of an Opt-Out PI/WD
Claim may elect to pursue recovery on account of its PI/WD Claim from any of the
Released Parties. Holders of Opt-Out PI/WD Claims shall not receive, and shall have no
right to receive, a Distribution from the PI/WD Trust.

Voting: Class 7 is impaired under the Plan. Holders of Opt-Out PI/WD Claims are entitled
to vote to accept or reject the Plan.

8. Class 8 — Opt-Out Insured PI/WD Claim

(a)

Treatment:

(1) The Holders of Opt-Out Insured PI/WD Claims shall be entitled to seek recovery
on account of such Claims from any PI/WD Insurance Company. Such Holders
shall be entitled to name as a defendant in any proceeding commenced or
continued in the Civil Justice System the Debtor, the PI/WD Trust, and any other
person or entity to the extent permitted under applicable law, provided, however,
that such Holder may not name a Released Party as a defendant other than the
Debtor. Claims that could have been asserted against the Debtor may be asserted
against the PI/WD Trust, which will have the liabilities and defenses of the Debtor,
subject to the limitations below on the Claimants’ right to recover on any such
Opt-Out Insured PI/WD Claim established through litigation. If such proceeding
is commenced or continued, the PI/WD Trustee shall provide notice to and seek
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(i)

defense from each PI/WD Insurance Company that the PI/WD Trustee determines
may have an obligation to provide coverage in accordance with the terms of each
applicable PI/WD Insurance Policy. The PI/WD Trust shall have no obligation to
appear and defend any lawsuit commenced against the PI/WD Trust if the
applicable PI/WD Insurance Company refuses to cover any and/or all defense
costs. The PI/WD Trust shall have no obligation to satisfy any Insurance Policy’s
deductible or self-insured retention per claim or in the aggregate. Holders of Opt-
Out Insured PI/WD Claims shall not be entitled to receive any recovery from the
PI/WD Trust or the Debtor on account of such Claim other than a recovery that is
funded exclusively by an insurance recovery under a PI/WD Insurance Policy.

Each Holder of an Opt-Out Insured PI/WD Claim shall automatically be deemed
to return to the PI/WD Trust on the ninetieth (90th) day following the Effective
Date unless such Holder provides written notice to the PI/WD Trust that such
Holder intends to remain an Opt-Out for purposes of pursuing insurance
recoveries in the Civil Justice System. This deadline may be extended in
accordance with the PI/WD Trust Documents. Holders of Opt-Out Insured
PI/WD Claims who elect to remain in the Civil Justice System for the purpose of
pursuing insurance recoveries after this deadline may elect to return to the PI/'WD
Trust in accordance with the PI/WD Trust Documents. Any Holder of an Opt-
Out Insured PI/WD Claim that returns to the PI/WD Trust in accordance with the
PI/WD Trust Documents shall be treated as the Holder of Channeled PI/WD
Claim under the Plan and the PI/WD Trust Documents.

(b) Voting: Class 8 is impaired under the Plan. Holders of Opt-Out Insured PI/WD Claims are
entitled to vote to accept or reject the Plan.

9. Class 9 — Channeled Indirect Claims
(a) Treatment:
(1) Any Channeled Indirect Claim shall be Disallowed to the extent provided by

(i)

(iii)

section 502(e) and shall be subordinated to the extent provided by section 509(c)
of the Bankruptcy Code or applicable law.

As of the Effective Date, (a) the Debtor’s liability for all Allowed Channeled
Indirect Claims that are Allowed Indirect PI/WD Claims shall be both incurred in
full and assumed by the PI/WD Trust without further act, deed, or Court order and
shall be administered and paid from the PI/WD Trust as set forth in the PI/'WD
Trust Documents, and (b) the Debtor’s liability for all Allowed Channeled Indirect
Claims that are Allowed Indirect GUC Claims shall be both incurred in full and
assumed by the GUC Trust without further act, deed, or Court order and shall be
administered and paid from the GUC Trust as set forth in the Plan and the GUC
Trust Agreement.

Holders of Allowed Channeled Indirect Claims that are Allowed Indirect PI/'WD
Claims shall not receive any payment from the PI/WD Trust unless and until such
Claims are resolved in accordance with the PI/WD Trust Documents. The PI/'WD
Trust Distribution Procedures establish the method by with such Claims will be
resolved and how such Claims will be submitted, processed, liquidated, and paid.
Holders of Allowed Channeled Indirect Claims that are Allowed Indirect GUC
Claims shall not receive any payment from the GUC Trust unless and until such
Claims are resolved in accordance with the Plan and the GUC Trust Agreement.
Except as provided in the Plan, Holders of Channeled Indirect Claims shall be
enjoined from prosecuting any outstanding or filing future Claims against the
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Released Parties in any forum whatsoever, including any state, federal, or non-
U.S. court.

(b) Voting: Class 9 is Impaired under the Plan. Holders of Channeled Indirect Claims are
entitled to vote to accept or reject the Plan.

10. Class 10 — Opt-Out Indirect Claims

(a) Treatment: On the Effective Date (or as soon as reasonably practicable thereafter), each
Holder of an Opt-Out Indirect Claim shall retain or receive, in full and final satisfaction of
such Claim, the claims or theories of recovery or remedies based on the doctrine of
successor liability that such Holder held and could have asserted against YesCare Corp.,
CHS TX, Inc., or any other alleged successor entity immediately prior to the Petition Date
as part of or in connection with its Indirect Claim and that became, as of the Petition Date,
part of the claims or theories of recovery or remedies that could have been asserted by the
Debtor as an Estate Cause of Action. Except for the foregoing, Holders of an Opt-Out
Indirect Claims may not assert any Estate Causes of Action to the extent that (a) such Estate
Cause of Action is settled and released under the Plan pursuant to the Estate Release or (b)
such Estate Cause of Action is a Retained Estate Cause of Action that is transferred to the
Trusts under the Plan. Consistent with the foregoing, each Holder of an Opt-Out Indirect
Claim may elect to pursue recovery on account of its Indirect Claim from any of the
Released Parties. Holders of Opt-Out Indirect Claims shall not receive, and shall have no
right to receive, a Distribution from the PI/WD Trust or the GUC Trust.

(b) Voting: Class 10 is impaired under the Plan. Holders of Opt-Out Indirect Claims are
entitled to vote to accept or reject the Plan.

11. Class 11 — Interests in the Debtor

(©) Treatment: On the Effective Date, all Interests in the Debtor shall be cancelled, released,
discharged, and extinguished. Holders of Interests in the Debtor shall not receive or retain
any property on account of such Interests.

(d) Voting: Class 11 is Impaired under the Plan. Holders of Interests in the Debtor are
conclusively deemed to have rejected the Plan pursuant to section 1126(g) of the
Bankruptcy Code and are not entitled to vote to accept or reject the Plan.

C. Settlement, Release, Exculpation, and Injunction Provisions.

Article IX of the Plan provides for certain settlements, releases, injunctions, and exculpations, including
third-party releases of and for the Debtor, the Released Parties, or the Exculpated Parties, as applicable.

The Proponents believe that the settlements, releases, injunctions, and exculpations set forth in the Plan are
appropriate and in accordance with applicable law because, among other things, the releases are narrowly tailored to
the Debtor and the Chapter 11 Case, and the Released Parties have contributed value to the Debtor, which facilitated
the Debtor’s ability to propose and pursue confirmation of the Plan. The Proponents further believe that such releases,
exculpations, and injunctions are a necessary part of the Plan. The Proponents will be prepared to meet their burden
to establish the basis for the releases, exculpations, and injunctions for each of the Released Parties and each
Exculpated Party as part of confirmation of the Plan.

1. Released Parties, Settlement Parties and Exculpated Parties.
“Released Parties” means collectively the following, in each case in its capacity as such with each being a
“Released Party”: (a) the Debtor; (b) Russell Perry, the Debtor’s Chief Restructuring Officer; (c) the Committees and

their respective members; (d) the Professionals; (¢) the GUC Trustee; (f) the PI/WD Trustee; (g) the Settlement Parties;
(h) M2 EquityCo LLC; (i) Valitas Intermediate Holdings Inc.; (j) Valitas Health Services, Inc.; (k) M2 Pharmacorr
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Equity Holdings LLC; (1) Pharmacorr/M2 LLC; (m) Pharmacorr Holdings LLC; (n) Endeavor Distribution LLC; (0)
Yes Care Holdings LLC; (p) Sigma RM, LLC; (q) DG Realty Management LLC; (r) Scaracor LLC; (s) Yitzchak
Lefkowitz a/k/a Isaac Lefkowitz; (t) Sara Ann Tirschwell; (u) Ayodeji Olawale Ladele; (v) Beverly Michelle Rice;
(w) Jeffrey Scott King; (x) Jennifer Lynne Finger; (y) Frank Jeffrey Sholey; (z) FTI Capital Advisors, LLC, and for
each Entity listed in (a) through (z), each of their respective current and former officers, directors, managers,
employees, contractors, agents, attorneys, and other professional advisors, Insiders, and Affiliates; provided, however,
that a Non-Released Party shall not be a “Released Party.”

The Settlement Parties are collectively, YesCare Corp., its wholly owned subsidiaries (including CHS TX,
Inc.), Geneva Consulting, LLC, Perigrove 1018, LLC, Perigrove, LLC, M2 HoldCo, LLC, M2 LoanCo, LLC, and
PharmaCorr LLC.

The Exculpated Parties are, collectively, and in each case in its capacity as such: (a) the TCC, (b) the members
of the TCC, (d) the UCC, (e) the members of the UCC; and (f) the Mediator.

2. Estate Release.

Article IX.C of the Plan provides for releases of certain claims and causes of action the Debtor may hold
against the Released Parties, including derivative claims. The Estate Release is not effective until the Final Payment
Date, upon which date the amounts required by the Estate Party Settlement will have been paid in full.

As of the Final Payment Date, except for the claims or theories of recover or remedies distributed to
or retained by Holders of Opt-Out GUC Claims, Holders of Opt-Out PI/WD Claims, and Holders of Opt-Out
Indirect Claims, and except for the rights that remain in effect from and after the Effective Date to enforce the
Plan and the Confirmation Order, for good and valuable consideration, the adequacy of which is hereby
confirmed, pursuant to sections 105(a) and 1123(b) of the Bankruptcy Code and Bankruptcy Rule 9019, each
Released Party shall be, and shall be deemed to be, expressly, conclusively, absolutely, unconditionally,
irrevocably, and forever released and discharged by the Debtor, its Estate, and each of their respective
successors or assigns, including the Trusts, of and from any and all Estate Causes of Action based on or relating
to, or in any manner arising from any act, omission, transaction, event, or other circumstance taking place or
existing on or before the Effective Date in connection with or related to the Debtor, the Estate, their respective
current or former assets and properties, the Chapter 11 Case, the Plan of Divisional Merger, the Payment
Agreement, any Claim or Interest that is treated by the Plan, the business or contractual arrangements between
one or both of the Debtor and any Released Party, the restructuring of any Claim or Interest that is treated by
the Plan before or during the Chapter 11 Case, any of the Plan Documents, or any related agreements,
instruments, and other documents created or entered into before or during the Chapter 11 Case or the
negotiation, formulation, preparation, or implementation thereof, the pursuit of confirmation, the
administration and implementation of the Plan, the solicitation of votes with respect to the Plan, the distribution
of any property under the Plan, or any other act or omission, transaction, agreement, event, or other occurrence
taking place on or before the Effective Date related or relating to the foregoing. Notwithstanding anything to
the contrary in the foregoing, the releases set forth in the Plan shall not be construed to release any Insurance
Actions or any post-Effective Date obligations under the Estate Party Settlement or any document, instrument,
or agreement executed to implement the Estate Party Settlement. If, following the Final Payment Date, any
portion of the Settlement Payment is clawed back from the Trusts and not promptly replaced by any of the
other Settling Parties upon demand, the releases set forth this Article IX.C shall be void. If such releases
become void, then the relevant Statute of Limitations applicable to any claim or Cause of Action that could
then be asserted against the Released Parties shall be tolled and extended to the date that is ninety (90) days
following the date that such releases become void and notice of the same is published by the Trusts. Any
Released Party may enforce the Estate Release before the Bankruptcy Court, which shall retain jurisdiction
for such purpose. The Released Parties shall not seek to recover the cost or expense of such enforcement action
from the Trusts.

3. Other Releases.

Article IX.D of the Plan provides for releases of certain Claims and Causes of Action Consenting Claimants
may hold against the Released Parties.
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“Consenting Claimant” means a Consenting Indirect Claimant, a Consenting GUC Claimant, and/or
Consenting PI/WD Claimant, regardless of whether any such Claimant receives a Distribution and so long as such
Claimant has previously consented to the Consensual Claimant Release in accordance with the procedures set forth in
the Plan.

“Consenting Indirect Claimant” means: (a) any Holder of an Indirect Claim that votes to accept or is deemed
to accept the Plan and who does not check the box on the Opt-Out Release Form to affirmatively opt out of the
Consensual Claimant Release; and (b) any Holder of an Indirect Claim that abstains from voting on the Plan, votes to
reject the Plan, or is deemed to reject the Plan and that does not (i) check the box on the Opt-Out Release Form to
affirmatively opt out of the Consensual Claimant Release or (ii) object to the Plan in respect of the Consensual
Claimant Release. No Holder of an Opt-Out Indirect Claim shall be a Consenting Indirect Claimant.

“Consenting GUC Claimant” means: (a) any Holder of a GUC Claim that votes to accept or is deemed to
accept the Plan and that does not check the box on the Opt-Out Release Form to affirmatively opt out of the Consensual
Claimant Release; (b) any Holder of a GUC Claim that abstains from voting on the Plan, votes to reject the Plan, or is
deemed to reject the Plan and that does not (i) check the box on the Opt-Out Release Form to affirmatively opt out of
the Consensual Claimant Release or (ii) object to the Plan in respect of the Consensual Claimant Release; and (c) any
Holder of a GUC Claim that elects to receive an Expedited GUC Distribution. No Holder of an Opt-Out GUC Claim
shall be a Consenting GUC Claimant.

“Consenting PI/WD Claimant” means: (a) any Holder of a PI/WD Claim who votes to accept or is deemed
to accept the Plan and who does not check the box on the Opt-Out Release Form to affirmatively opt out of the
Consensual Claimant Release, including any who elect to pursue insurance recoveries under and consistent with
Article IV.C.; (b) any Holder of a PI/WD Claim who abstains from voting on the Plan, votes to reject the Plan, or is
deemed to reject the Plan and who does not (i) check the box on the Opt-Out Release Form to affirmatively opt out
of the Consensual Claimant Release or (ii) object to the Plan in respect of the Consensual Claimant Release; and
(c) any Holder of a PI/WD Claim who elects to receive an Expedited PI/WD Claim Distribution. No Holder of an
Opt-Out PI/WD Claim shall be a Consenting PI/WD Claimant.

As of the Final Payment Date, except for the rights that remain in effect from and after the Effective
Date to enforce the Plan and the Confirmation Order, for good and valuable consideration, the adequacy of
which is hereby confirmed, including the actions of the Released Parties to facilitate the Estate Party
Settlement, as an integral component of the Plan, to the maximum extent permitted under applicable law, all
Consenting Claimants shall, and shall be deemed to, expressly, conclusively, absolutely, unconditionally,
irrevocably, and forever release and discharge each Released Party of and from any and all Causes of Action
based on or relating to, or in any manner arising from, in whole or in part, any act, omission, transaction, event,
or other circumstance taking place or existing on or before the Effective Date in connection with or related to
the Debtor, the Estate, their respective current or former assets and properties, the Chapter 11 Case, the Plan
of Divisional Merger, any Claim or Interest that is treated by the Plan, the business or contractual
arrangements between the Debtor and any Released Party, the restructuring of any Claim or Interest that is
treated by the Plan before or during the Chapter 11 Case, any of the Plan Documents or any related agreements,
instruments, and other documents created or entered into before or during the Chapter 11 Case or the
negotiation, formulation, preparation or implementation thereof, the pursuit of Plan confirmation, the
administration and implementation of the Plan, the solicitation of votes with respect to the Plan, the distribution
of property under the Plan, or any other act or omission, transaction, agreement, event, or other occurrence
taking place on or before the Effective Date related or relating to the foregoing; provided, however, that the
releases set forth in this Article IX.D shall not, and shall not be construed to: (a) release any post-Effective
Date obligations under the Plan Documents or any document, instrument, or agreement executed to implement
the Plan; (b) impair any recoveries that may be sought with respect to any Insurance Actions; or (¢) modify,
reduce, impair or otherwise affect the ability of any Consenting Claimants to recover from the Trusts in
accordance with the Plan and the Trust Documents. If, following the Final Payment Date, any portion of the
Settlement Payment is clawed back from the Trusts and not promptly replaced by any of the other Settling
Parties upon demand, the releases set forth this Article IX.D shall be void. If such releases become void, then
the relevant Statute of Limitations applicable to any claim or Cause of Action that could then be asserted
against the Released Parties shall be tolled and extended to the date that is ninety (90) days following the date
that such releases become void and notice of the same is published by the Trusts. Any Released Party may

26 of 44



Case 23-90086 Document 1788-4 Filed in TXSB on 11/04/24 Page 42 of 66

enforce the Consensual Claimant Release before the Bankruptcy Court, which shall retain jurisdiction for such
purpose. The Released Parties shall not seek to recover the cost or expense of such enforcement action from
the Trusts.

Article IX.E of the Plan provides for releases of Claims and Causes of Action the Released Parties and the
Debtor are providing to Consenting Claimants pursuant to the Plan.

As of the Final Payment Date, for good and valuable consideration, the adequacy of which is hereby
confirmed, as an integral component of the Plan, to the maximum extent permitted under applicable law,
Released Parties shall, and shall be deemed to, expressly, conclusively, absolutely, unconditionally, irrevocably,
and forever release and discharge each of the Holders of Claims in Class 4 (Channeled GUC Claims), Class 6
(Channeled PI/WD Claims), Class 8 (Opt-Out Insured PI/WD Claims), and Class 9 (Channeled Indirect
Claims) of and from any and all Causes of Action based on or relating to, or in any manner arising from, in
whole or in part, any act, omission, transaction, event, or other circumstance taking place or existing on or
before the Effective Date in connection with or related to the Debtor, the Estate, their respective current or
former assets and properties, the Chapter 11 Case, the Plan of Divisional Merger, any Claim or Interest that is
treated by the Plan, the business or contractual arrangements between the Debtor and any such Holder, the
restructuring of any Claim or Interest that is treated by the Plan before or during the Chapter 11 Case, any of
the Plan Documents or any related agreements, instruments, and other documents created or entered into
before or during the Chapter 11 Case or the negotiation, formulation, preparation or implementation thereof,
the pursuit of Plan confirmation, the administration and implementation of the Plan, the solicitation of votes
with respect to the Plan, the distribution of property under the Plan, or any other act or omission, transaction,
agreement, event, or other occurrence taking place on or before the Effective Date related or relating to the
foregoing; provided, however, that the releases set forth in this Article IX.E shall not, and shall not be construed
to: (a) release any post-Effective Date obligations under the Plan Documents or any document, instrument, or
agreement executed to implement the Plan; (b) impair any recoveries that may be sought with respect to any
Insurance Actions; or (c) modify, reduce, impair or otherwise affect the ability of any Consenting Claimants to
recover from the Trusts in accordance with the Plan and the Trust Documents.

4. Exculpation.

Article IX.F of the Plan provides for the release and exculpation of the Exculpated Parties for certain acts or
omissions taken in connection with the Chapter 11 Case. The Exculpation contains a carve-out for actual fraud, willful
misconduct or gross negligence.

As of the Effective Date, to the fullest extent permissible under applicable law, no Exculpated Party
shall have or incur, and each Exculpated Party is released and exculpated from, any liability to any Holder of
a Claim or Interest, or any other party in interest, for any claim or cause of action arising from the Petition
Date through the Effective Date, arising from, relating to, or connected with the administration of the
Chapter 11 Case, the Disclosure Statement, the preparation of the Plan, the solicitation of acceptances of the
Plan, the pursuit of confirmation of the Plan, the Consummation of the Plan, or the administration of the Plan
or property to be distributed under the Plan, except for claims related to any act or omission that is determined
in a Final Order of a court of competent jurisdiction to have constituted actual fraud, willful misconduct, or
gross negligence. The Exculpated Parties shall be deemed to have, participated in good faith in connection with
the above and entitled to the protection of section 1125(e) of the Bankruptcy Code. Each Exculpated Party
shall be entitled to reasonably rely upon the advice of counsel with respect to their duties and responsibilities
pursuant to the Plan.

5. Injunction.
Article IX.I of the Plan outlines the Channeling Injunction that will be imposed pursuant to the Plan upon
Channeled Claims. Channeled Claims are Claims as to which the Holder of the Claim has not opted-out, or, as to

claims where the Holder has opted-out for the purpose of pursuing recovery from an insurance company, has opted
out and has not returned to the PI/WD Trust in accordance with its procedures.
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As outlined in Article IX.I of the Plan, the Channeling Injunction will provide that the sole recourse for
Holders of Channeled Claims that are eligible for compensation will be the applicable trust, and the Holders of
Channeled Claims will have no right so assert those claims against the Debtor or any Released Party.

As of the Effective Date, to facilitate the liquidation of Channeled Claims by the Trusts and the
preserve and promote the settlement framework contemplated by and provided for in the Plan, including the
Estate Party Settlement, pursuant to the equitable jurisdiction and power of the Bankruptcy Court under the
Bankruptcy Code, the Bankruptcy Court shall issue the channeling injunction set forth in this Article IX.I
(the “Channeling Injunction”).

Subject to the terms of Article IX.1.5, and while the Channeling Injunction is in full force and effect as
to any Channeled Claim, (a) the sole recourse of any Holder of a Channeled PI/WD Trust Claim that is eligible
for compensation under the PI/WD Trust Distribution Procedures on account of such Channeled PI/WD Trust
Claim shall be to and against the PI/WD Trust pursuant to the PI/WD Trust Documents, and such Holder shall
have no right to assert such Channeled PI/WD Trust Claim or any Claim against the Debtor against any
Released Party, and (b) the sole recourse of any Holder of a Channeled GUC Trust Claim that is eligible for
compensation under the Plan and the GUC Trust Agreement on account of such Channeled GUC Trust Claim
shall be to and against the GUC Trust, and such Holder shall have no right to assert such Channeled GUC
Trust Claim or any Claim against the Debtor against any Released Party. Accordingly, on or after the Effective
Date, and subject to the terms of Article IX.1.5, all Persons that have held or asserted, currently hold or assert,
or that may in the future hold or assert, any Channeled Claim shall be stayed, restrained, and enjoined from
taking any action for the purpose of directly, indirectly, or derivatively collecting, recovering, or receiving
payment, satisfaction, or recovery from any Released Party with respect to any such Channeled Claim, other
than from the Trusts, including:

(a) commencing, conducting, or continuing, in any manner, whether directly, indirectly,
or derivatively, any suit, action, or other proceeding of any kind (including a judicial,
arbitration, administrative, or other proceeding) in any forum in any jurisdiction
around the world against or affecting any Released Party, or any property or interest
in property of any Released Party;

(b) enforcing, levying, attaching (including any prejudgment attachment), collecting or
otherwise recovering, by any manner or means, either directly or indirectly, any
judgment, award, decree, or order against or affecting any Released Party, or any
property or interest in property of any Released Party;

(c) creating, perfecting or otherwise enforcing in any manner, whether directly or
indirectly, any encumbrance of any kind against any Released Party, or any property
or interest in property of any Released Party;

(d) asserting, implementing, or effectuating any setoff, right of reimbursement,
subrogation, indemnity, contribution, reimbursement, or recoupment of any kind, in
any manner, directly or indirectly, against any obligation due to any Released Party,
or any property or interest in property of any Released Party; or

(e) taking any act in any manner, and in any place whatsoever, that does not conform to,
or comply with, the provisions of the Plan Documents or with regard to any matter
that is within the scope of the matters designated by the Plan to be subject to
resolution by the Trusts, except in conformity and compliance with the Plan
Documents with respect to any such Channeled Claim.

Reservations.

Notwithstanding anything to the contrary in this Article IX.I, this Channeling Injunction shall not
enjoin:
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(a) the rights of Holders of Channeled PI/WD Trust Claims to assert such Claims against
the PI/WD Trust in accordance with the PI/WD Trust Distribution Procedures;

(b) the rights of Holders of Channeled GUC Trust Claims to assert such Claims against
the GUC Trust in accordance with the Plan and the GUC Trust Agreement;

() the rights of Holders of Channeled Claims to assert such Claims against any Released
Party if the Channeling Injunction is terminated under Article IX.1.5;

(d) the Trusts from enforcing their rights under the Plan and the Confirmation Order;

(e) the rights of the Trusts to prosecute any action against an Insurance Company based
on or arising from a PI/WD Insurance Policy or a GUC Insurance Policy;

® the rights of the Trusts to prosecute any Retained Estate Causes of Action; and

(2) the rights of Holders of Channeled Claims to seek recovery from any Person, Entity,
or Governmental Unit that is not a Released Party on account of their Channeled
Claims or any other claim or Cause of Action.

Enforcement.

Any Released Party may enforce the Channeling Injunction before the Bankruptcy Court, which shall
retain jurisdiction for such purpose. The Released Parties shall not seek to recover the cost or expense of such
enforcement action from the Trusts.

Termination of Channeling Injunction.

The Channeling Injunction and all protections afforded to the Released Parties set forth in this Article
IX.I shall terminate automatically (or not take effect) as to the Holder of any Channeled Claims if a Settlement
Payment Default occurs and is not cured within Settlement Payment Cure Period or waived by both the PI/WD
Trustee and GUC Trustee in accord with Article IV.B.2, or if the Estate Release or the Consensual Claimant
Release become void under Article IV.B.7, Article IV.B.9 or Article IV.B.12.

Tolling of Statute of Limitations.

While the Channeling Injunction is in effect as to any Channeled Claim, and for ninety (90) days
following the termination of the Channeling Injunction under Article IX.1.5, the running of any relevant Statute
of Limitations shall be tolled as to any Channeled Claim. Upon the termination of the Channeling Injunction,
the PI/WD Trustee and the GUC Trustee shall file a notice on the docket of the Chapter 11 Case and provide
notice to beneficiaries of the Trusts that the Estate Party Settlement did not become effective and that such
beneficiaries have ninety (90) days from the date of termination to commence Causes of Action against the
Released Parties.

Article IX.L of the Plan includes an injunction against interference with the Plan.

Upon entry of the Confirmation Order, all holders of Claims and Interests shall be precluded and
enjoined from taking any actions to interfere with the implementation and consummation of the Plan. The
negotiation, settlement, and resolution of any Claims and Interest under the Plan shall not operate to excuse
any Party from its obligations under any contracts, Insurance Policies, or other agreements, notwithstanding
any terms of such contracts, Insurance Policies or agreements or provisions of non-bankruptcy law.

As of the Effective Date, neither YesCare Corp., CHS TX, Inc. nor any other alleged successor entity
may assert in any litigation involving an Opt-Out GUC Claim, an Opt-Out PI/WD Claim, or an Opt-Out
Indirect Claim in the Civil Justice System that such Claims, to the extent asserted against YesCare Corp., CHS
TX, Inc., or any other successor based on the doctrine of successor liability are barred, released, discharged, or
impaired by the Confirmation Order, the Plan, or the Estate Release. The right to assert such Claims based on
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the doctrine of successor liability has been received or retained by the Holders of such Claims under Article
IILD, and the Holders of such Claims shall have a Claim against Debtor solely to the extent necessary to
preserve and enforce such right. Subject to the foregoing, YesCare Corp.’s, CHS TX, Inc.’s, or any other alleged
successor entity’s claims, rights, and defenses to any action brought by the Holder of an Opt-Out GUC Claim,
an Opt-Out PI/WD Claim, or an Opt-Out Indirect Claim in the Civil Justice System are expressly preserved
under the Plan, including the rights of YesCare Corp., CHS TX, Inc., or any other alleged successor entity to
contest liability for Opt-Out GUC Claims, Opt-Out PI/WD Claims, or Opt-Out Indirect Claims and to argue
that they are not liable as successors to the Debtor based on the facts of the underlying action and/or the
requirements for imposing successor liability under applicable law.

Article IX.K of the Plan includes an injunction against interference with Opt-Out Rights.

As of the Effective Date, neither YesCare Corp., CHS TX, Inc. nor any other alleged successor entity
may assert in any litigation involving an Opt-Out GUC Claim, an Opt-Out PI/WD Claim, or an Opt-Out
Indirect Claim in the Civil Justice System that such Claims, to the extent asserted against YesCare Corp., CHS
TX, Inc., or any other successor based on the doctrine of successor liability are barred, released, discharged, or
impaired by the Confirmation Order, the Plan, or the Estate Release. The right to assert such Claims based on
the doctrine of successor liability has been received or retained by the Holders of such Claims under Article
ILD, and the Holders of such Claims shall have a Claim against Debtor solely to the extent necessary to
preserve and enforce such right. Subject to the foregoing, YesCare Corp.’s, CHS TX, Inc.’s, or any other alleged
successor entity’s claims, rights, and defenses to any action brought by the Holder of an Opt-Out GUC Claim,
an Opt-Out PI/WD Claim, or an Opt-Out Indirect Claim in the Civil Justice System are expressly preserved
under the Plan, including the rights of YesCare Corp., CHS TX, Inc., or any other alleged successor entity to
contest liability for Opt-Out GUC Claims, Opt-Out PI/WD Claims, or Opt-Out Indirect Claims and to argue
that they are not liable as successors to the Debtor based on the facts of the underlying action and/or the
requirements for imposing successor liability under applicable law.

V. The GUC Trust and the PI/WD Trust

A. The Trusts Generally.

The Plan provides for Channeled Claims to be addressed by two separate trusts which will share equally in
estate assets for distribution. Holders of Channeled PI/WD Trust Claims (Class 6) and Holders of Channeled Indirect
PI/WD Claims (a subset of Class 9) will have their claims resolved by the PI/WD Trust. Holders of Opt-Out Insured
PI/WD Claims (Class 8) will also have their claims resolved by the PI/WD Trust to the extent their claims are deemed
to return to the PI/WD Trust or if the Holder elects to return to the PI/WD Trust in accordance with the PI/WD Trust
Documents. Holders of Channeled General Unsecured Claims (Class 4) and Holders of Channeled Indirect General
Unsecured Claims (a subset of Class 9) will have their claims resolved by the GUC Trust.

B. Preservation of Causes of Action.

Except as otherwise provided in this Plan, an agreement or document entered into in connection with the
Plan, or in a Final Order of the Bankruptcy Court, pursuant to section 1123(b) of the Bankruptcy Code and as set forth
more fully in the Disclosure Statement, the Debtor reserves and, as of the Effective Date, assigns to the GUC Trust
and the PI/WD Trust the Estate Causes of Action identified in the Plan Supplement as Retained Causes of Action.
On and after the Effective Date, the GUC Trustee (in its own capacity and as agent for the PI/WD Trust, may pursue
Retained Causes of Action on behalf of the GUC Trust and the PI/WD Trust. Retained Causes of Action may be
commenced, prosecuted, and settled by the GUC Trust, with the prior written consent of the PI/WD Trust, with the
net proceeds of such Retained Causes of Action be split between the PI/WD Trust and the GUC Trust on a 50/50 basis.
The PI/WD Trustee and the GUC Trustee shall confer in good faith regarding (i) the retention of professionals to
represent the GUC Trust (in its own capacity and as agent for the PI/WD Trust) with respect to the Retained Causes
of Action on behalf of the Trusts, and (ii) all matters relating to the administration of the Retained Causes of Action;
provided, however, notwithstanding the foregoing, the GUC Trust shall be required to obtain the consent of the PI/WD
Trust for any material matter, including the filing, prosecution, enforcement, abandonment, settlement, compromise,
release, withdrawal or litigation to judgment of the Retained Causes of Action, which could affect the PI/WD Trust.
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No Entity may rely on the absence of a specific reference in the Plan, the Plan Supplement, or the Disclosure
Statement to any Estate Cause of Action against it as any indication that the GUC Trustee or the PI/WD Trustee, as
appropriate, will not pursue all available Estate Causes of Action against it. Unless any Estate Cause of Action against
an Entity is expressly waived, relinquished, exculpated, released, compromised, or settled in the Plan or a Final Order
of the Bankruptcy Court, the GUC Trustee and PI/WD Trustee expressly reserve all Estate Causes of Action for later
adjudication, and, therefore no preclusion doctrine, including the doctrines of res judicata, collateral estoppel, issue
preclusion, claim preclusion (judicial, equitable, or otherwise), or laches, shall apply to such Estate, and (ii) all matters
relating to the administration of the Retained Causes of Action; provided, however, notwithstanding the foregoing, the
GUC Trust shall be required to obtain the consent of the PI/WD Trust for any material matter, including the filing,
prosecution, enforcement, abandonment, settlement, compromise, release, withdrawal or litigation to judgment of the
Retained Causes of Action which could affect the PI/WD Trust.

The Debtor, the GUC Trustee, or the PI/WD Trustee, as applicable, reserves such Retained Causes of Action
notwithstanding the rejection of any Executory Contract or Unexpired Lease during the Chapter 11 Case or pursuant
to the Plan. Subject to the foregoing consent rights of the PI/WD Trust, the GUC Trust shall retain and shall have,
including through its authorized agents or representatives, the right, authority, and discretion to determine and to
initiate, file, prosecute, enforce, abandon, settle, compromise, release, withdraw, or litigate to judgment any such
Retained Causes of Action and to decline to do any of the foregoing without the consent or approval of any third party
or further notice to or action, order, or approval of the Bankruptcy Court.

C. The GUC Trust.

Holders of claims subject to resolution by the GUC Trust will receive distributions, if applicable, in
accordance with the terms of the GUC Trust Agreement. A copy of the proposed GUC Trust Agreement is attached
hereto as Exhibit B.

1. GUC Trust Assets.

Pursuant to the Plan, the GUC Trust Assets will consist primarily of 50% of the Settlement Payments received
pursuant to the Estate Party Settlement, 50% of ERC funds received by the Estate, and 50% interest in the causes of
action retained by the estate and any proceeds thereof. The GUC Trust will also receive assignment of certain
insurance rights, information needed to conduct its business, and any income, profits, gains, and proceeds realized,
received, or derived from GUC Trust Assets.

2. GUC Trust Claims Administration Process.

Holders of valid Channeled GUC Claims and Channeled Indirect GUC Claims will receive payment from
the GUC Trust via a multi-step process set forth in the GUC Trust Agreement.

A Holder of a GUC Claim will have the opportunity on the Ballot to elect to receive an Expedited Distribution
0f $5,000 in return for a full release of its Claim rather than participating in the entire claim valuation and distribution
process outlined in the Plan and GUC Trust Documents. If a Holder of the Claim elects the Expedited Distribution,
there are only two further steps in the process to receive payment. First, the GUC Trustee, who is in charge of the
GUC Trust, will confirm whether the Holder of such a claim meets threshold eligibility requirements. These
requirements include timely filing of a proof of claim without material defects, an attestation, and a determination that
the claim has not been previously dismissed. If the GUC Trustee determines the threshold requirements have been
met, the Holder of the applicable Class 3 convenience claim be required to execute an appropriate release. Upon
execution of the release, the Holder of the claim will be entitled to receive the Expedited payment and will receive no
further distribution on their claim.

If a Holder of a Channeled GUC Claim (Class 4) or a Channeled Indirect GUC Claim (subset of Class 9)
does not choose to receive a $5,000 Expedited Distribution, they will be required under the terms of the GUC Trust
Agreement to participate in a process for valuation of their claim that will determine the Allowed Claim Amount for
that claim. That process will be conducted as follows:
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First, the GUC Trustee will determine whether threshold eligibility requirements have been met. As noted
above, these requirements include timely filing of a proof of claim without material defects, an attestation, and a
determination that the claim has not been previously dismissed. For Indirect Claims, additional eligibility
requirements must be met. Those additional requirements include a determination that the claim is valid and not
subject to disallowance under the Code or applicable law, and a showing that the Holder of the Indirect Claim has
paid in full the liability or obligation of the GUC Trust to a claimant to whom the GUC Trust would have otherwise
had a liability, that the claim is not subject to a valid defense, and that both the claimant who received the funds and
the Holder of the Indirect Claim have or will have fully released the GUC Trust.

Next, the GUC Trustee will evaluate each claim individually in accordance with the GUC Trust Documents,
and based on the documentation provided by a Claimant, the GUC Trustee will determine whether the claim is legally
valid or invalid. If the GUC Trustee determines additional information is needed for this analysis, the trustee will
issue deficiency notices identifying information requested to potentially cure the deficiency. If the GUC Trustee
determines a claim is legally invalid and ineligible for compensation, the trustee will provide written notice of this
determination to the claimant.

Once the GUC Trustee has determined a claim is legally valid, the trustee will utilize appropriate procedures
to determine value of each claim (the “Proposed Allowed Claim Amount”) and will provide notice to the claimant as
to this determination. If the claimant accepts the Proposed Allowed Claim Amount, that amount will become the
Allowed Claim Amount for the claim and operate as a final determination of the Debtor’s liability for the claim.

If a claimant disagrees with the GUC Trustee’s determination as to the validity of a claim or the GUC
Trustee’s Proposed Allowed Claim Amount, the claimant may submit a request for reconsideration, and the decision
will be reviewed in a non-binding alternative dispute resolution process in which additional information may be
provided. The GUC Trustee may accept or reject any recommendations from this process. If the GUC Trustee rejects
the recommendations, the trustee will file a written objection to the claim, in which case the dispute will be resolved
by the Bankruptcy Court.

If the value and validity of a claim is resolved via the alternative dispute resolution process, any other
agreement of the trustee, or by final order of the Bankruptcy Court, then the agreed or ordered value of the claim will

become the Allowed Claim Amount for the claim and operate as a final determination of the Debtor’s liability for the
claim.

3. GUC Trust Distributions.

Holders of valid Channeled GUC Claims and Channeled Indirect GUC Claims will receive payment from
the GUC Trust via a multi-step process set forth in the GUC Trust Documents.

D. The PI/WD Trust.

Holders of claims subject to resolution by the PI/WD Trust will receive distributions, if applicable, in
accordance with the terms of the PI/WD Trust Agreement. A copy of the proposed PI/WD Trust Agreement is
attached hereto as Exhibit C.

1. PI/WD Trust Assets.

On the Effective Date, the PI/WD Trust will be funded with (i) twenty-three percent (23%) of the Cash from
the Initial Settlement

2. PI/WD Trust Claims Administration Process.

Holders of Allowed Personal Injury Claims will receive payment from the PI/WD Trust via a multi-step
process set forth in the PI/'WD Trust Agreement.

A Holder of a PI/WD Claim will have the opportunity on the Ballot to elect to receive an Expedited
Distribution of $5,000 in return for a full release of its Claim rather than participating in the entire claim valuation and
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distribution process outlined in the Plan and PI/WD Trust Documents. If a Holder of the Claim elects the Expedited
Distribution, there are only two further steps in the process to receive payment. First, the PI/WD Trustee, who is in
charge of the PI/WD Trust, will confirm whether the Holder of such a claim meets threshold eligibility requirements.
These requirements include timely filing of a proof of claim without material defects, an attestation, and a
determination that the claim has not been previously dismissed. Second, if the PI/WD determines the threshold
requirements have been met, the Holder of the applicable Class 3 convenience claim will be required to execute an
appropriate release. Upon execution of the release, the Holder of the claim will be entitled to receive the Expedited
payment and will receive no further distribution on their claim.

If a Holder of a Channeled PI/WD Claim (Class 6) or a Channeled Indirect PI/WD Claim (subset of Class 9)
does not choose to receive a $5,000 Expedited Distribution, they will be required under the terms of the PI/WD Trust
Documents to participate in a process for valuation of their claim to determine the Allowed Claim Amount for that
claim. That process will be conducted as follows:

First, the PI/WD Trustee will determine whether threshold eligibility requirements have been met. As noted
above, these requirements include timely filing of a proof of claim without material defects, an attestation, and a
determination that the claim has not been previously dismissed. For Indirect Claims, additional eligibility
requirements must be met. Those additional requirements include a determination that the claim is valid and not
subject to disallowance under the Code or applicable law, and a showing that the Holder of the Indirect Claim has
paid in full the liability or obligation of the PI/WD Trust to a claimant to whom the PI/WD Trust would have otherwise
had a liability, that the claim is not subject to a valid defense, and that both the claimant who received the funds and
the Holder of the Indirect Claim have or will have fully released the PI/WD Trust.

Next, the Holder of a claim will make a Trust Claim Submission, providing the PI/WD Trustee detailed
information about the claim, including records and documents requested by the trustee and cooperation in any written
or oral questions the trustee may have regarding the claim. A more detailed description of the Trust Claim Submission
requirements is outlined in the next section. Other than claims where the Holder elects to receive an Expedited
Distribution, no recovery will be provided to a Holder of a claim who does not submit a Trust Claim Submission.
However, the PI/WD Trustee may waive the requirement to provide records or documents if doing so would not
impact the trustee’s ability to evaluate the claim and requiring the records would constitute an undue hardship.

The PI/WD Trustee will evaluate each Trust Claim Submission individually in accordance with the PI/WD
Trust Documents. The PI/WD Trustee will first determine whether the claim is legally valid and thus allowed or
legally invalid and ineligible for compensation. If the PI/WD Trustee determines additional information is needed for
this analysis, the trustee will issue deficiency notices identifying information requested to potentially cure the
deficiency. If the PI/WD Trustee determines a claim is legally invalid and ineligible for compensation, the trustee
will provide written notice of this determination to the claimant.

Once the PI/WD Trustee has determined a claim is legally valid, the trustee will the utilize the procedures
outlined in the PI/WD Trust Documents to determine value of each claim (the “Proposed Allowed Claim Amount™)
and will provide notice to the claimant as to this determination. If the claimant accepts the Proposed Allowed Claim
Amount, that amount will become the Allowed Claim Amount for the claim and operate as a final determination of
the Debtor’s liability for the claim.

If a claimant disagrees with the PI/WD Trustee’s determination as to the validity of a claim or the PI/'WD
Trustee’s Proposed Allowed Claim Amount, the claimant may submit a request for reconsideration, and the decision
will be reviewed in a non-binding alternative dispute resolution process in which additional information may be
provided. The PI/WD Trustee may accept or reject any recommendations from this process. If the PI/WD Trustee
rejects the arbitrators’ recommendation, the PI/WD Trustee’s Proposed Allowed Claim Amount will constitute a final
determination.

Once the value and validity of a claim is resolved, whether by acceptance of the Proposed Allowed Claim
Amount, completion of the alternative dispute resolution process, or other agreement of the PI/WD Trustee, then the
agreed or ordered value of the claim will become the Allowed Claim Amount for the claim and operate as a final
determination of the Debtor’s liability for the claim.
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3. PI/WD Claims Allowance.

The prior section describes the claims administration process for the PI/WD Trust. One part of that process
is determining the Proposed Allowed Claim Amount for each Allowed PI/WD Trust claim. This analysis as to
personal injury claims is outlined in Article VI of the PI/WD Trust Distribution Procedures.

The PI/WD Trustee’s determination will be based on Trust Claim Submissions. In accordance with the
PI/WD Trust Documents, these submissions must include applicable medical records, a written, audio, or video
narrative describing the injury, evidence of location of incarceration, and to the extent the claim includes wrongful
death, a death certificate or applicable medical record evidencing the decedent’s death. Where appropriate, the PI/'WD
Trustee may obtain these records from third parties, including where the claimant does not have counsel.

The PI/WD Trustee will evaluate personal injury claims using a Claims Matrix that separates personal injury
claims into five types of personal injuries to provide initial guidance for claim value and applying certain scaling
factors to adjust those base values. Those scaling factors include the nature and circumstances of the injury, the impact
of the injury, and the amount of out-of-pocket medical expenses faced by a claimant. If a personal injury claim does
not fit within one of the five types identified in the Claims Matrix, the PI/WD Trustee will determine which tier the
claim best fits in.

VI Risk Factors

BEFORE TAKING ANY ACTION WITH RESPECT TO THE PLAN, HOLDERS OF CLAIMS
AGAINST THE DEBTOR WHO ARE ENTITLED TO VOTE TO ACCEPT OR REJECT THE PLAN
SHOULD READ AND CONSIDER CAREFULLY THE RISK FACTORS SET FORTH BELOW, AS WELL
AS THE OTHER INFORMATION SET FORTH IN THIS DISCLOSURE STATEMENT, THE PLAN, AND
THE PLAN SUPPLEMENT AND THE OTHER DOCUMENTS REFERRED TO, OR INCORPORATED BY
REFERENCE INTO THIS DISCLOSURE STATEMENT, INCLUDING OTHER DOCUMENTS FILED
WITH THE BANKRUPTCY COURT IN THE CHAPTER 11 CASE. THE RISK FACTORS SET FORTH
BELOW SHOULD NOT BE REGARDED AS CONSTITUTING THE ONLY RISKS PRESENT IN
CONNECTION WITH THE DEBTOR’S RESTRUCTURING AND CONSUMMATION OF THE PLAN.

A. Bankruptcy Law Considerations.

1. The Debtor Will Consider All Available Alternatives if the Plan Transactions Are Not
Implemented, and Such Alternatives May Result in Lower Recoveries for Holders of Claims
Against and Interests in the Debtor.

If the transactions contemplated by the Plan are not implemented, the Proponents will consider all available
alternatives, including filing an alternative chapter 11 plan, converting to chapter 7, and any other transaction that
would maximize the value of the Debtor’s Estate. The terms of any alternative restructuring proposal may be less
favorable to Holders of Claims against and Interests in the Debtor than the terms of the Plan as described in this
Disclosure Statement.

Any material delay in the confirmation of the Plan, the Chapter 11 Case, or the threat of rejection of the Plan
by the Bankruptcy Court, would add substantial expense and uncertainty to the process.

2. Risks Related to Confirmation and Consummation of the Plan.
(a) Conditions Precedent to Confirmation May Not Occur.

As more fully set forth in Article X of the Plan, the occurrence of confirmation and the Effective Date are
each subject to a number of conditions precedent. If each condition precedent to confirmation is not met or waived,
the Plan will not be confirmed, and if each condition precedent to Consummation is not met or waived, the Effective
Date will not take place. In the event that the Plan is not confirmed or is not consummated, the Chapter 11 Case will
likely convert to a case under chapter 7 of the Bankruptcy Code.
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(b) Parties in Interest May Object to the Plan’s Classification of Claims and Interests.

Section 1122 of the Bankruptcy Code provides that a plan may place a Claim or an Interest in a particular
Class only if such Claim or Interest is substantially similar to the other Claims or Interests in such Class. The
Proponents believe the classification of Claims and Interests under the Plan complies with the requirements of the
Bankruptcy Code because the Debtor created Classes of Claims and Interests, each encompassing Claims or Interests,
as applicable, that are substantially similar to the other Claims or Interests, as applicable, in each such Class.
Nevertheless, there can be no assurance that the Bankruptcy Court will reach the same conclusion, and the Proponents
may need to modify the Plan. Such modification could require a re-solicitation of votes on the Plan. The Plan may
not be confirmed if the Bankruptcy Court determines that the Plan’s classifications of Claims and Interests is not
appropriate.

(c) The Debtor May Not Be Able to Satisfy the Voting Requirements.

If votes are received in number and amount sufficient to enable the Bankruptcy Court to confirm the Plan,
the Proponents intend to seek, as promptly as practicable thereafter, confirmation of the Plan. In the event that
sufficient votes are not received, the Proponents may need to seek to confirm an alternative chapter 11 plan or
transaction. There can be no assurance that the terms of any such alternative chapter 11 plan or other transaction
would be similar or as favorable to the Holders of Allowed Claims as those proposed in the Plan. The Proponents do
not believe that any such transaction exists or is likely to exist that would be more beneficial than the Plan.

(d) The Proponents May Not Be Able to Secure Confirmation.

Section 1129 of the Bankruptcy Code sets forth the requirements for confirmation of a chapter 11 plan, and
requires, among other things, a finding by the bankruptcy court that: (i) the plan “does not unfairly discriminate” and
is “fair and equitable” with respect to any non-accepting Classes; (ii) the plan is not likely to be followed by a
liquidation or a need for further financial reorganization unless liquidation or reorganization is contemplated by the
plan; and (iii) the value of distributions to non-accepting Holders of Claims and Interests within a particular Class
under the plan will not be less than the value of distributions such Holders would receive if the debtor was liquidated
under chapter 7 of the Bankruptcy Code.

There can be no assurance that the requisite acceptances to confirm the Plan will be received. Even if the
requisite acceptances are received, there can be no assurance that the Bankruptcy Court will confirm the Plan. A non-
accepting Holder of an Allowed Claim might challenge either the adequacy of this Disclosure Statement or whether
the voting results satisfy the requirements of the Bankruptcy Code or Bankruptcy Rules. Even if the Bankruptcy Court
determines that this Disclosure Statement and the voting results are appropriate, the Bankruptcy Court can decline to
confirm the Plan if it finds that any of the statutory requirements for confirmation have not been met. If the Plan is not
confirmed, it is unclear what distributions, if any, Holders of Allowed Claims would receive with respect to their
Allowed Claims.

Subject to the limitations contained in the Plan, the Proponents reserve the right to modify the Plan and seek
confirmation consistent with the Bankruptcy Code and, as appropriate, not resolicit votes on such modified Plan. Any
modifications could result in a less favorable treatment of any Class than the treatment currently provided in the Plan,
such as a distribution of property to the Class affected by the modification of a lesser value than currently provided in
the Plan or no distribution whatsoever under the Plan.

(e) Releases, Injunctions, and Exculpations Provisions May Not Be Approved.

Article IX of the Plan provides for certain releases, injunctions, and exculpations, including third-party
releases relating to claims and causes of action that may otherwise be asserted against the Debtor or the Released
Parties, as applicable. The releases, injunctions, and exculpations provided in the Plan are subject to objection by
parties in interest and, therefore, may not be approved. If the releases are not approved, certain Released Parties may
withdraw their support for the Plan. The releases provided to the Released Parties and the exculpation provided to the
Exculpated Parties are necessary to the success of the Plan because the Released Parties, the Debtor, and Exculpated
Parties have made significant contributions to the Debtor’s proposed exit from chapter 11 and have agreed to make
further contributions, but only if they receive the full benefit of the Plan’s release and exculpation provisions. The
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Plan’s release and exculpation provisions are an inextricable component of Plan and the significant recovery it affords
to Holders of Allowed Claims.

® The Debtor May Not Be Able to Pursue Nonconsensual Confirmation Over Certain
Impaired Non-Accepting Classes.

In the event that any impaired class of claims or interests does not accept a chapter 11 plan, a bankruptcy
court may nevertheless confirm a plan at the proponent’s request if at least one impaired class (as defined under section
1124 of the Bankruptcy Code) has accepted the plan (with such acceptance being determined without including the
vote of any “insider” in such class), and, as to each impaired class that has not accepted the plan, the bankruptcy court
determines that the plan “does not discriminate unfairly” and is “fair and equitable” with respect to the dissenting
impaired class(es). The Proponents believe that the Plan satisfies these requirements, and the Proponents may request
such nonconsensual confirmation in accordance with subsection 1129(b) of the Bankruptcy Code. Nevertheless, there
can be no assurance that the Bankruptcy Court will reach this conclusion. In addition, the pursuit of nonconsensual
confirmation or Consummation of the Plan may result in, among other things, increased expenses relating to
professional compensation.

(2) The Chapter 11 Case May Be Converted to a Case under Chapter 7 of the Bankruptcy
Code.

If the Bankruptcy Court finds that it would be in the best interest of creditors and/or the debtor in a chapter 11
case, the Bankruptcy Court may convert a chapter 11 bankruptcy case to a case under chapter 7 of the Bankruptcy
Code. In such event, a chapter 7 trustee would be appointed or elected to liquidate the debtor’s assets for distribution
in accordance with the priorities established by the Bankruptcy Code. The Proponents believe that liquidation under
chapter 7 would result in significantly decreased distributions being made to creditors than those provided for in the
Plan because: (a) it is unlikely that the Estate Party Settlement would be consummated outside of the protections of
the Plan, (b) significant additional administrative expenses would result from the appointment of a chapter 7 trustee,
and (c) additional litigation that a chapter 7 trustee might institute could take years to advance and conclude before
Holders of Allowed Claims would see any recovery.

(h) The Chapter 11 Case May Be Dismissed.

If the Bankruptcy Court finds that the Debtor has incurred substantial or continuing loss or diminution to the
Estate and lacks the ability to effectuate substantial consummation of a confirmed plan, or otherwise determines that
cause exists, the Bankruptcy Court may dismiss the Chapter 11 Case. In such event, the Proponents would be unable
to confirm the Plan, which may ultimately result in significantly decreased distributions to creditors than those
provided for in the Plan.

(1) Risk of Non-Occurrence of the Plan Effective Date.

Although the Proponents believe the Effective Date may occur quickly after the Confirmation Date, there
can be no assurance as to such timing or as to whether the Effective Date will, in fact, occur. As more fully set forth
in Article X of the Plan, the Effective Date is subject to a number of conditions precedent. If such conditions precedent
are not satisfied or waived by the Proponents, the Effective Date will not take place.

B. Risks Related to Recoveries Under the Plan.

1. Estimated Recoveries to Holders of Allowed Claims and Interests Are Based on Assumptions
and May Vary from Actual Recoveries.

The distributions available to Holders of Allowed Claims under the Plan can be affected by a variety of
contingencies. The occurrence of any and all such contingencies will not affect the validity of the vote taken by the

Impaired Classes to accept or reject the Plan or require any sort of revote by the Impaired Classes.

The estimated recoveries are based on numerous assumptions (the realization of many of which will be
beyond the control of the Debtor), including: (a) the successful confirmation of the Plan; (b) an assumed date for the
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occurrence of the Effective Date; (c) the ability of GUC Trustee and the PI/WD Trustee to successfully reduce the
amount of Non-Personal Injury Claims and Personal Injury Claims, respectively; and (d) the ability of Holders to
exhaust all remedies and obtain separate recovery against applicable insurance policies, if any

The Debtor and the Committees believe the Debtor’s Estate is entitled to receive a substantial ERC, and the
ERC forms a portion of the recovery to be made available under the Plan. However, there can be no assurance when,
or in what amount, the ERC will actually be paid, and as of the date hereof it appears that the processing of ERC
applications may be subject to significant delay.

Allowed amounts of Claims may significantly differ from the estimates. Should one or more of the
underlying assumptions ultimately prove to be incorrect, the actual amount of Allowed Claims may vary from the
estimated Claims contained in this Disclosure Statement. Moreover, the Proponents cannot determine with any
certainty at this time the number or amount of Claims that will ultimately be Allowed. Such differences may materially
and adversely affect, among other things, the percentage recoveries to Holders of Allowed Claims under the Plan.

2. Litigation Matters.

The Debtor is party to certain lawsuits, legal proceedings, and claims arising out of its business operations.
The Debtor cannot predict with certainty the outcome of these lawsuits, legal proceedings, and claims. With certain
exceptions, the filing of the Chapter 11 Case operates as a stay with respect to the commencement or continuation of
litigation against the Debtor that was or could have been commenced before the commencement of the Chapter 11
Case. In addition, the Debtor’s liability with respect to litigation stayed by the commencement of the Chapter 11 Case
generally is subject to settlement and release upon confirmation of a plan under chapter 11, with certain exceptions.
Therefore, certain litigation Claims against the Debtor may be subject to settlement and release in connection with the
Chapter 11 Case.

It is also possible that certain parties will commence litigation with respect to the treatment of their Claims
under the Plan. It is not possible to predict the potential litigation that the GUC Trustee or PI/WD Trustee may become
party to, nor the final resolution of such litigation. The impact of any such litigation on recoveries could be material.

C. Miscellaneous Risk Factors and Disclaimers.

1. The Financial Information Is Based on the Debtor’s Books and Records and, Unless Otherwise
Stated, No Audit Was Performed.

In preparing this Disclosure Statement, the Proponents relied on financial data derived from the Debtor’s
books and records that was available at the time of such preparation. While the Proponents believe that such financial
information fairly reflects the Debtor’s financial condition, the Proponents are unable to warrant or represent that the
financial information contained in this Disclosure Statement (or any information in any of the exhibits to this
Disclosure Statement) is without inaccuracies.

2. No Legal or Tax Advice Is Provided by This Disclosure Statement.

This Disclosure Statement is not legal advice to any person or Entity. The contents of this Disclosure
Statement should not be construed as legal, business, or tax advice. Each reader should consult its own legal and
financial advisor(s) with regard to any legal, tax, and other matters concerning its Claim. This Disclosure Statement
may not be relied upon for any purpose other than to determine how to vote to accept or reject the Plan or whether to
object to confirmation.

3. No Admissions Made.

The information and statements contained in this Disclosure Statement will neither (a) constitute an
admission of any fact or liability by any Entity (including the Debtor and Committee) nor (b) be deemed evidence of
the tax or other legal effects of the Plan on the Debtor, Holders of Allowed Claims or Interests, or any other parties in
interest.
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4. Failure to Identify Litigation Claims or Projected Objections.

No reliance should be placed on the fact that a particular litigation claim or projected objection to a particular
Claim is, or is not, identified in this Disclosure Statement. Subject to the release provisions of the Plan, the GUC
Trustee or the PI/WD Trustee may seek to investigate, file, and prosecute Claims and may object to Claims after
confirmation of the Plan, irrespective of whether this Disclosure Statement identifies such Claims or objections to
Claims.

5. Information Was Provided by the Debtor and Was Relied Upon by the Debtor’s Advisors.

The Proponents’ respective counsel and financial advisor have relied upon information provided to them in
connection with the preparation of this Disclosure Statement. Although counsel to and other advisors retained by the
Proponents have performed certain due diligence in connection with the preparation of this Disclosure Statement and
the exhibits to this Disclosure Statement, they have not independently verified the information contained in this
Disclosure Statement or the information in the exhibits to this Disclosure Statement.

6. No Representations Outside This Disclosure Statement Are Authorized.

No representations concerning or relating to the Debtor, the Chapter 11 Case, or the Plan are authorized by
the Bankruptcy Court or the Bankruptcy Code, other than as set forth in this Disclosure Statement. Any representations
or inducements made to secure your acceptance or rejection of the Plan that are other than as contained in, or included
with, this Disclosure Statement, should not be relied upon by you in arriving at your decision. Those who are entitled
to vote to accept or reject the Plan should promptly report unauthorized representations or inducements to counsel to
the Debtor, counsel to the Committee, and the Office of the United States Trustee for the Southern District of Texas.

7. No Duty to Update.

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

VII. Certain U.S. Federal Tax Consequences of the Plan

A. Introduction.

The following discussion summarizes certain U.S. federal income tax consequences of the implementation
of the Plan to the Debtor and certain Holders of Claims. This summary is based on the Internal Revenue Code of
1986, as amended (the “Tax Code™), the U.S. Treasury regulations promulgated thereunder (the ‘“Treasury
Regulations™), judicial decisions and published administrative rules, and pronouncements of the Internal Revenue
Service (the “IRS”), all as in effect on the date hereof (collectively, “Applicable Tax Law”). Changes in the rules or
new interpretations of the rules may have retroactive effect and could significantly affect the U.S. federal income tax
consequences described below. The Debtor has not requested, and will not request, any ruling or determination from
the IRS or any other taxing authority with respect to the tax consequences discussed herein, and the discussion below
is not binding upon the IRS or the courts. No assurance can be given that the IRS would not assert, or that a court
would not sustain, a different position than any position discussed herein.

This summary does not address non-U.S., state, or local tax consequences of the Plan, nor does it purport to
address all aspects of U.S. federal income taxation that may be relevant to a Holder in light of such Holder’s individual
circumstances or to a Holder that may be subject to special tax rules (such as Persons who are related to the Debtor
within the meaning of the Tax Code, persons subject to the alternative minimum tax or the “Medicare” tax on net
investment income, or the base erosion and anti-abuse tax, non-U.S. taxpayers, broker-dealers, banks, mutual funds,
insurance companies, financial institutions, small business investment companies, regulated investment companies,
tax exempt organizations, pass-through entities, beneficial owners of pass-through entities, subchapter S corporations,
persons using a mark-to-market method of accounting, Holders of Claims who are themselves in bankruptcy, U.S.
Holders whose functional currency is not the U.S. dollar, U.S. expatriates, and passive foreign investment companies).
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Further, other than for Holder of PI/WD Claims, this summary assumes that each Holder holds only Claims in a single
Class and holds each Claim only as a “capital asset” (within the meaning of section 1221 of the Tax Code). This
summary also assumes that the various debt and other arrangements to which the Debtor is a party will be respected
for U.S. federal income tax purposes in accordance with their form. This summary does not discuss differences in tax
consequences to Holders of Claims that act or receive consideration in a capacity other than any other Holder of a
Claim of the same Class or Classes, and the tax consequences for such Holders may differ materially from those
described below. This summary does not address the U.S. federal income tax consequences to (1) Holders that have
Claims that are Unimpaired or otherwise entitled to payment in full in Cash under the Plan (Classes 1, 2, and 3), or
(2) Holders that are deemed to reject the Plan (Classes 6 and 7).

For purposes of this discussion, a “U.S. Holder” is a Holder of a Claim that is: (1) an individual citizen or
resident of the United States for U.S. federal income tax purposes; (2) a corporation (or other Entity treated as a
corporation for U.S. federal income tax purposes) created or organized under the laws of the United States, any state
thereof or the District of Columbia; (3) an estate the income of which is subject to U.S. federal income taxation
regardless of the source of such income; or (4) a trust (a) if a court within the United States is able to exercise primary
jurisdiction over the trust’s administration and one or more United States persons have authority to control all
substantial decisions of the trust or (b) that has a valid election in effect under applicable Treasury Regulations to be
treated as a United States person (within the meaning of section 7701(a)(30) of the Tax Code). For purposes of this
discussion, a “non-U.S. Holder” is any Holder of a Claim that is not a U.S. Holder other than any partnership (or other
Entity treated as a partnership or other pass-through Entity for U.S. federal income tax purposes).

If a partnership (or other Entity treated as a partnership or other pass-through Entity for U.S. federal income
tax purposes) is a Holder of a Claim, the tax treatment of a partner (or other beneficial owner) generally will depend
upon the status of the partner (or other beneficial owner) and the activities of the Entity. Partners (or other beneficial
owners) of partnerships (or other pass-through entities) that are Holders of Claims should consult their respective tax
advisors regarding the U.S. federal income tax consequences of the Plan.

THE U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN ARE COMPLEX. THE
FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTS OF U.S. FEDERAL INCOME
TAXATION THAT MAY BE RELEVANT TO A PARTICULAR CLAIM HOLDER IN LIGHT OF SUCH
CLAIM HOLDER’S CIRCUMSTANCES AND INCOME TAX SITUATION. HOLDERS OF ALLOWED
CLAIMS AND INTERESTS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS CONCERNING
THE U.S. FEDERAL, STATE, LOCAL AND OTHER TAX CONSEQUENCES OF THE PLAN, INCLUDING
THE APPLICABILITY AND EFFECT OF ANY STATE, LOCAL OR FOREIGN TAX LAWS AND OF ANY
CHANGE IN APPLICABLE TAX LAWS.

B. Certain U.S. Federal Income Tax Consequences to the Debtor.

In general, absent an exception, a debtor will realize and recognize cancellation of debt income (“CODI”),
for U.S. federal income tax purposes, upon satisfaction of its outstanding indebtedness for total consideration less than
the amount of such indebtedness. The amount of CODI, in general, is the excess of (a) the adjusted issue price of the
indebtedness satisfied, over (b) the sum of (i) the amount of Cash paid, (ii) the issue price of any new indebtedness of
the taxpayer issued, and (iii) the fair market value of any other new consideration (including equity interests in the
debtor) given in satisfaction of such indebtedness at the time of the exchange.

Under section 108 of the Tax Code, a debtor is not required to include CODI in gross income if the debtor is
under the jurisdiction of a court in a case under chapter 11 of the Bankruptcy Code and the discharge of debt occurs
pursuant to that proceeding. Instead, as a consequence of such exclusion, a debtor must reduce its tax attributes by
the amount of CODI that it excluded from gross income pursuant to the rule discussed in the preceding sentence. Such
reduction in tax attributes occurs only after the tax for the year of the debt discharge has been determined. In general,
tax attributes will be reduced in the following order: (a) net operating losses (“NOLs”) and NOL carryforwards;
(b) general business credit carryovers; (¢) minimum tax credit carryovers; (d) capital loss carryovers; (e) tax basis in
assets (but not below the amount of liabilities to which the debtor remains subject); (f) passive activity loss and credit
carryovers; and (g) foreign tax credit carryovers. Alternatively, a debtor with CODI may elect first to reduce the basis
of'its depreciable assets pursuant to section 108(b)(5) of the Tax Code. Any excess CODI over the amount of available
tax attributes is not subject to U.S. federal income tax and has no other U.S. federal income tax impact.
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As a result of the transactions contemplated by the Plan, the Debtor expects to realize CODI. The exact
amount of any CODI that will be realized by the Debtor, and the amount of any tax attributes required to be reduced,
cannot be known with certainty at this time.

C. Certain U.S. Federal Income Tax Consequences to U.S. Holders of Allowed Claims in Classes 4 and 5.

The following discussion assumes that the Debtor will undertake the transactions currently contemplated by
the Plan. Holders of Claims are urged to consult their tax advisors regarding the tax consequences of the Plan.

1. Tax Treatment of the GUC Trust and GUC Claimants.
(a) U.S. Federal Income Tax Consequences to the GUC Trust Beneficiaries.

In general, a GUC Trust Beneficiary will recognize gain or loss in connection with the establishment of the
GUC Trust in an amount equal to the difference between (i) the fair market value of its undivided interest in the GUC
Trust Assets consistent with its economic rights in the GUC Trust and (ii) the adjusted tax basis of the Allowed GUC
Claim or exchanged therefor. Pursuant to the Plan, the GUC Trustee will in good faith value the assets transferred to
the GUC Trust, and all parties must consistently use such valuation for all U.S. federal income tax purposes.

Any gain or loss recognized with respect to an Allowed GUC Claim may be long-term capital gain or loss if
the Claim disposed of is a capital asset in the hands of the Holder and has been held for more than one year. The
amount of cash received by a Holder in respect of accrued but unpaid interest or OID should be taxed as ordinary
income, except to the extent previously included in income by a holder under its method of accounting. Each Holder
of an Allowed GUC Claim is urged to consult its tax advisor to determine whether gain or loss recognized by such
Holder will be long-term capital gain or loss and the specific tax effect thereof on such Holder.

A Holder’s aggregate tax basis in its undivided interest in the GUC Trust Assets (other than those allocable
to Disputed Claims) will generally equal the fair market value of such interest, and a Holder’s holding period in such
assets generally will begin the day following establishment of the GUC Trust.

(b) U.S. Federal Income Tax Classification of the GUC Trust.

The GUC Trust shall be established for the sole purpose of liquidating and distributing its assets, in
accordance with Treasury Regulations Section 301.7701-4(d) and as a “grantor trust” for federal income tax purposes,
pursuant to sections 671 through 679 of the Tax Code, with no objective to continue or engage in the conduct of a
trade of business. In general, a liquidating trust is not a separate taxable entity but rather is treated for U.S. federal
income tax purposes as a “grantor” trust (i.e., a pass-through entity). The IRS, in Revenue Procedure 94-45, 1994-2
C.B. 684, set forth the general criteria for obtaining an IRS ruling as to the grantor trust status of a liquidating trust
under a Chapter 11 plan. The GUC Trust will be structured with the intention of complying with such general criteria.

Pursuant to the Plan, and in conformity with Revenue Procedure 94-45, all parties (including, without
limitation, the Debtors, the GUC Trustee, and Holders of interests in the GUC Trust) shall treat the transfer of GUC
Trust Assets to the GUC Trust as (i) a transfer of the GUC Trust Assets directly to Holders of GUC Trust Interests
(other than to the extent GUC Trust Assets are allocable to Disputed Claims), followed by (ii) the transfer by such
beneficiaries to the GUC Trust of GUC Trust Assets in exchange for GUC Trust Interests. Accordingly, Holders of
GUC Trust Interests should be treated for U.S. federal income tax purposes as the grantors and deemed owners of the
GUC Trust and thus, the direct owners of their respective share of GUC Trust Assets (other than such GUC Trust
Assets as are allocable to Disputed Claims).

While the following discussion assumes that the GUC Trust would be so treated for U.S. federal income tax
purposes, no ruling will be requested from the IRS concerning the tax status of the GUC Trust as a grantor trust.
Accordingly, there can be no assurance that the IRS would not take a contrary position to the classification of the
GUC Trust as a grantor trust. If the IRS were to successfully challenge such classification, the U.S. federal income
tax consequences to the GUC Trust and the GUC Trust Beneficiaries could vary from those discussed herein.
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(©) General Tax Reporting by the GUC Trust and Holders of GUC Trust Interests.

In accordance with the treatment of the GUC Trust as a liquidating trust for U.S. federal income tax purposes,
all parties must treat the GUC Trust as a grantor trust of which the Holders of GUC Trust Interests are the owners and
grantors, and treat the Holders of GUC Trust Interests as the direct owners of an undivided interest in the GUC Trust
Assets (other than any assets allocable to Disputed Claims) for all U.S. federal income tax purposes, consistent with
their economic interests therein. The GUC Administrator will file tax returns for the GUC Trust treating the GUC
Trust as a grantor trust pursuant to Treasury Regulations Section 1.671-4(a).

Items of taxable income, gain, loss, deduction, and/or credit of the GUC Trust (other than otherwise
accounted for in a “disputed ownership fund”) shall be allocated among the holders of GUC Trust Interests in
accordance with their relative ownership of GUC Trust Interests.

As soon as reasonably practicable after the Effective Date, the GUC Trustee shall make (or cause to be made)
a good faith valuation of the GUC Trust Assets, and such valuation shall be used consistently by all parties for United
States federal income tax purposes. The GUC Trust shall also file (or cause to be filed) any other statements, returns
or disclosures relating to the GUC Trust that are required by any government unit for taxing purposes.

The U.S. federal income tax obligations of a holder with respect to its GUC Trust Interests are not dependent
on the GUC Trust distributing any cash or other proceeds. Thus, a holder may incur a U.S. federal income tax liability
with respect to its allocable share of the GUC Trust’s income even if the GUC Trust does not make a concurrent
distribution to the holder. In general, other than in respect of cash retained on account of Disputed Claims and
distributions resulting from undeliverable distributions, a distribution of cash by the GUC Trust will not be separately
taxable to a holder of GUC Trust Interest as the beneficiary is already regarded for U.S. federal income tax purposes
as owning the underlying assets (and was taxed at the time the cash was earned or received by the GUC Trust). Holders
of GUC Trust Interests are urged to consult their tax advisors regarding the appropriate U.S. federal income tax
treatment of any subsequent distributions of cash originally retained by the GUC Trust on account of Disputed Claims.

The GUC Trustee will comply with all applicable governmental withholding requirements. Thus in the case
of any non-U.S. Holders, the GUC Trustee may be required to withhold up to 30% of the income or proceeds allocable
to such persons, depending on the circumstances (including whether the type of income is subject to a lower treaty
rate or is otherwise excluded from withholding). Non-U.S. Holders are urged to consult their tax advisors with respect
to the U.S. federal income tax consequences of the Plan, including holding GUC Trust Interests.

The GUC Trustee will also work with the Post-Effective Date Debtor to ensure that any distributions made
in respect of Claims that are in the nature of compensation for services are subject to appropriate payroll withholding
and reporting, and that any applicable payroll taxes associated therewith are properly remitted. The employer portion
of any payroll taxes attributed to Claims that are in the nature of compensation for services shall be borne solely by
the Post-Effective Date Debtor. Holders of such Claims are urged to consult their tax advisors with respect to the U.S.
federal, state and local income tax consequences of the Plan, including holding GUC Trust Interests.

(d) Tax Reporting for GUC Trust Assets Allocable to Disputed Claims.

Subject to definitive guidance from the IRS or a court of competent jurisdiction to the contrary (or the receipt
of an adverse determination by the IRS upon audit if not contested by the GUC Trustee), the GUC Trustee (i) may
elect to treat any GUC Trust Assets allocable to, or retained on account of, Disputed Claims (i.e., a Disputed Claims
Reserve) as a “disputed ownership fund” governed by Treasury Regulations Section 1.468B-9, if applicable, and (ii) to
the extent permitted by applicable law, will report consistently for state and local income tax purposes. Accordingly,
if a “disputed ownership fund” election is made with respect to a Disputed Claims Reserve, such reserve will be
subject to tax annually on a separate entity basis on any net income earned with respect to such reserve (including any
gain recognized upon the disposition of such assets). All distributions from such reserve (which distributions will be
net of the expenses, including taxes, relating to the retention or disposition of such assets) will generally be treated as
received by holders in respect of their Claims as if distributed by the Debtors at such time. All parties (including,
without limitation, the Debtors, the GUC Trustee, and the holders of GUC Trust Interests) will be required to report
for tax purposes consistently with the foregoing. A Disputed Claims Reserve will be responsible for payment, out of
the assets of the Disputed Claims Reserve, of any taxes imposed on the Disputed Claims Reserve or its assets.
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2. Tax Treatment of the PI/WD Trust and PI/WD ClaimantsU. S Federal Income Tax Treatment
of PI/WD Claimants.

The Plan provides that on the Effective Date, the PI/WD Trust shall be established in accordance with the
terms of the PI/WD Trust Agreement and the Plan. The Plan further provides that the PI/'WD Trust is intended to be
treated as a “qualified settlement fund” for U.S. federal income tax purposes. Accordingly, assuming this treatment is
respected for U.S. federal income tax purposes, a U.S. Holder of a PI/WD Claim generally is not expected to be treated
as receiving a distribution from the PI/WD Trust unless and until such holder is entitled to receive that distribution
directly. The U.S. federal income tax consequences to a U.S. Holder of a PI/WD Claim generally will depend upon
the nature and origin of the PI/WD Claim and the particular circumstances applicable to such holder. Amounts
received or treated as received by a U.S. Holder of a PI/WD Claim may not be taxable to such holder for U.S. federal
income tax purposes to the extent they represent payment for damages received on account of personal physical
injuries or physical sickness, within the meaning section 104 of the Tax Code, which includes wrongful death.
However, in the event a payment is treated as attributable to medical expense deductions allowed under section 213
of the Tax Code for a prior taxable year, such payment may be taxable as ordinary income to the U.S. Holder. To the
extent a payment from the PI/WD Trust is treated as a payment on account of damages in respect of a Claim other
than for personal physical injury or physical sickness, including wrongful death, whether the payment will be
includable in the gross income of the holder will depend upon the nature and origin of the Claim and the particular
circumstances applicable to the holder, including whether the holder has previously claimed deductions or losses for
U.S. federal income tax purposes with respect to such Claim. Because the tax consequences under the Plan relevant
to U.S. Holders of PI/WD Claims will depend on facts particular to each holder, all U.S. Holders of PI/WD Claims
are urged to consult their own tax advisors as to their proper tax treatment under their particular facts and
circumstances.

(b) U.S. Federal Income Tax Treatment of the PI/WD Trust.

The Plan provides that the PI/WD Trust is intended to be treated as a qualified settlement fund for U.S. federal
income tax purposes, and the remainder of this discussion assumes that this treatment is respected. The Plan further
provides that all parties will be required to treat the PI/WD Trust as a qualified settlement fund for all applicable tax
reporting purposes.

The PI/WD Trust will be subject to U.S. federal income tax on its modified gross income, if any, at the
highest marginal rate provided under the Tax Code for a trust in a taxable year. The PI/WD Trust’s modified gross
income means its gross income less certain allowed deductions, including but not limited to administration fees,
expenses for accounting and legal services, claims processing expenses and other expenses. The Trustee of the PI/WD
Trust, as administrator, will be required to file tax returns on behalf of the PI/WD Trust and will be responsible for
causing the PI/WD Trust to pay all taxes, if any, imposed on its modified gross income.

D. Accrued Interest.

To the extent that any amount received by a Holder of a Claim is attributable to accrued but unpaid interest,
not previously included in income for U.S. federal income tax purposes, such amount should be taxable to the Holder
as interest income. Conversely, a Holder of a Claim may be able to recognize a deductible loss to the extent that any
accrued interest on the Claims was previously included in the Holder’s gross income but was not paid in full by the
Debtor. The Treasury Regulations generally treat a payment under a debt instrument first as a payment of accrued
and unpaid interest and then as a payment of principal.

E. Market Discount.
The “market discount” provisions of the Tax Code provide that some or all of any gain realized by a U.S.
Holder who is a Holder of a Claim, and who exchanges the Claim for any amount may be treated as ordinary income

to said Holder instead of capital gains to the extent of “market discount” on the debt instruments constituting the
exchanged Claim.
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A debt instrument is generally considered to have been acquired at a “market discount” if it is acquired other
than upon the instrument’s original issue and if its U.S. Holder’s adjusted tax basis in the debt instrument is less than:
(1) the sum of remaining payments on the debt instrument, excluding “qualified stated interest” or (b) in the case of a
debt instrument issued with original issue discount, its adjusted issue price, in each case, by at least a de minimis
amount (equal to one quarter of one percent of the sum of all remaining payments to be made on the debt instrument,
excluding qualified stated interest, multiplied by the number of remaining whole years to maturity).

When a U.S. Holder disposes of Allowed Claims in a taxable disposition, the gain recognized should be
treated as ordinary to the extent of market discount accrued while the Allowed Claims were considered held by the
U.S. Holder of the debt instrument. However, the foregoing recognition would not occur if the U.S. Holder elected to
include market discount in its income as the market discount accrued (i.e. if the Holder of the Claim elected to accrue
on a constant interest method).

F. Withholding and Information Reporting.

Generally, information reporting requirements will apply to all payments or distributions under the Plan,
unless the recipient is exempt, such as a corporation. Additionally, a Holder may be subject to backup withholding at
applicable rates, unless the Holder (i) is a corporation or other person exempt from backup withholding and, when
required, demonstrates this or (ii) is a United States Person (as defined by section 7701(2a)(30) of the Tax Code) that
provides a correct taxpayer identification number (“TIN”) on Internal Revenue Service Form W-9 (or a suitable
substitute form) and provides the other information and makes the representations required by such form and complies
with the other requirements of the backup withholding rules. A Holder may become subject to backup withholding
if, among other things, the Holder (i) fails to properly report interest and dividends for U.S. federal income tax
purposes or (ii) in certain circumstances, fails to certify, under penalty of perjury, that it has furnished a correct TIN.
A Holder that does not provide a correct TIN also may be subject to penalties imposed by the IRS.

Backup withholding is not an additional tax. The U.S. federal income tax liability of a person subject to
backup withholding is reduced by the amount of tax withheld as backup withholding. If backup withholding results
in an overpayment of U.S. federal income tax, the Holder may obtain a refund of the overpayment by properly and
timely filing a claim for refund with the IRS.

VIII. Conclusion and Recommendation

For all of the reasons set forth in this Disclosure Statement, the Proponents believe confirmation and
Consummation of the Plan is preferable to all other alternatives. Consequently, the Proponents urge all Holders of
Claims who are entitled to vote to ACCEPT the Plan, and to duly complete and return their Ballots in accordance
with the instructions on the Ballots. The Voting Deadline is 5:00 p.m. prevailing Central Time on [e]. To be counted,
your Ballot must be fully completed, executed, and actually received by the Claims Agent by the Voting Deadline.

[Remainder of page left intentionally blank.]
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Dated: October 2, 2024
Houston, TX
Tort Claimants’ Committee

By: /s/ Paris Morgan and Nathan Alvarez

Name: Paris Morgan and Nathan Alvarez
Title: Co-Chairs

-and -
Official Committee of Unsecured Creditors

By: s/ David Barton

Name: David Barton
Title: Chair

-and -
Tehum Care Services, Inc.

By:  _/s/Russell Perry

Name: Russell Perry
Title: Chief Restructuring Officer
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Schedule 1

Liquidation Analysis
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Schedule 2

Professional Liability Insurance Policy Information
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Schedule 3

PI/WD Claimant Recovery Analysis
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Exhibit A

Chapter 11 Plan
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Exhibit B

Form of PI/WD Trust Distribution Procedures
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Exhibit C

Form of PI/WD Trust Agreement
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Exhibit D
Form of GUC Trust Agreement

65440492 v10-WorkSiteUS-040178/0001



Case 23-90086 Document 1788-5 Filed in TXSB on 11/04/24 Page 1 of 2

EXHIBIT 5



Case 23-90086 Document 1788-5 Filed in TXSB on 11/04/24 Page 2 of 2

This ongoing litigation and potential exposure ultimately led the Debtor to conclude a chapter 11 process
was necessary to maximize and expedite creditor recoveries.

II1. The Debtor’s Chapter 11 Case

The Debtor’s Chapter 11 Case was commenced by the filing of a voluntary chapter 11 petition on
February 13, 2023 (the “Petition Date”).? The Chapter 11 Case is pending before the Honorable Christopher M.
Lopez in the United States Bankruptcy Court for the Southern District of Texas.

A. Post-Filing Activities.

1. The DIP
Motion
and the
DIP
Orders.

As of the Petition Date, the Debtor had no cash on hand and because it was no longer an operating entity,
had no means to obtain additional revenues. The Debtor was not allocated any tangible real property under the
divisional merger and, as of the Petition Date, though the Debtor was the beneficiary under the Funding Agreement,
it did not appear that any additional amounts were available thereunder.”® As a result, the Debtor was left with only
potential Estate causes of action, tax refunds and similar receivables as potential collateral for post-petition
financing.

On March 15, 2023, the Debtor filed its Emergency Motion for Entry of Interim and Final Orders
(1) Authorizing the Debtor to (A) Obtain Postpetition Financing and (B) Use Cash Collateral, (II) Granting Liens
and Providing Claims with Superpriority Administrative Expense Status, (III) Modifying the Automatic Stay,
(1V) Scheduling a Final Hearing, and (V) Granting Related Relief [Docket No. 185] (the “DIP Motion”). The DIP
Motion set forth the terms of a senior secured loan facility in an aggregate principal amount of up to $10,000,000
(the “DIP Facility”) funded by LoanCo.

On March 22, 2023, the Bankruptcy Court held a hearing and entered the Interim DIP Order
(1) Authorizing Debtor to (4) Obtain Postpetition Financing and (B) Use Cash Collateral, (II) Granting Liens and
Providing Claims for Superpriority Administrative Expense Status, (III) Modifying the Automatic Stay,
(1V) Scheduling a Final Hearing, and (V) Granting Related Relief [Docket No. 243] (the “First Interim DIP Order”),
which has been amended and supplemented pursuant to Docket No. 476 (the “Second Interim DIP Order”), Docket
No. 579 (the “Third Interim DIP Order) Docket No. 993 (the “Fourth Interim DIP Order), and Docket No. 1669 (the
“Fifth Interim DIP Order,” and together with the First Interim DIP Order, Second Interim DIP Order, Third Interim
DIP Order, and Fourth Interim DIP Order, the “DIP Orders”).

2 On February 14, 2023, the Debtor also filed a voluntary chapter 11 petition in the U.S. Bankruptcy Court for the
Western District of Missouri, Case No. 23-40176-canl1, which was administratively closed on March 2, 2023.
The same day, February 14, 2023, the Debtor removed a pending lawsuit filed by plaintiffs The Curators of The
University of Missouri and Capital Region Medical Center against the Debtor, CHS TX, Inc, and YesCare Corp.

2 The Debtor’s professionals conducted an analysis of the amounts distributed pursuant to the Funding Agreement
and determined that LoanCo funded at least $15 million to the Debtor’s costs of operation and certain liabilities
that arose prior to the divisional merger.
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FOR THE SOUTHERN DISTRICT OF TEXAS

HOUSTON DIVISION
In re: Chapter 11
TEHUM CARE SERVICES, INC.,! Case No. 23-90086 (CML)

Debtor.

COVER LETTER AND RECOMMENDATION
OF THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS

You are receiving this letter because You are, or may be, a holder of a General Unsecured
Claim which is not a PI/WD Claim, an Administrative Claim, a Secured Claim, an Other Secured
Claim, a Priority Tax Claim, or an Other Priority Claim. As such, You are entitled to vote to accept
or reject the Joint Chapter 11 Plan of the Tort Claimants’ Committee, Official Committee of
Unsecured Creditors, and Debtor (as it may be amended, modified, or supplemented from time to
time, the “Plan”).2 You should read this letter and the enclosed materials carefully and discuss
them with Your legal, financial, and tax advisors. If You do not have an attorney, You may wish
to consult with one.

The Official Committee of Unsecured Creditors or the “UCC” was appointed in the above-
captioned chapter 11 case to represent the interests of all unsecured creditors in this case.

The UCC has been fighting on behalf of unsecured creditors since its appointment. The
UCC’s objections and arguments prevented insiders of the Debtor from receiving releases and
other benefits in return for lending money to the Debtor during the pendency of this case. Most
notably, the UCC was successful in convincing the Court that insiders of the Debtor should not
receive an interest in the Debtor’s potential claims against insiders, including potential claims
against the very company that was seeking to make a loan to the Debtor.

Following that victory, the UCC gathered hundreds of thousands of documents in order to
evaluate the Debtor’s claims against its principals and affiliates. The investigation was a lengthy
and arduous one, as the potential targets of the investigation fought the UCC’s efforts throughout.
However, the UCC was able to identify estate claims against these parties it believes have
significant value for the Debtor.

The UCC believes the Plan represents the maximum value the estate can receive for those
claims and the best opportunity to get money into the hands of unsecured creditors. We have
reached this conclusion for multiple reasons.

1 The last four digits of the Debtor’s federal tax identification number is 8853. The Debtor’s service
address 1s: 205 Powell Place, Suite 104, Brentwood, Tennessee 37027.

2 Capitalized terms used but not otherwise defined herein shall have the meanings given to them in the
Plan.
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First, the Plan is structured to address concerns of, and garner the full support of, the UCC,
the Tort Claimant’s Committee or the “TCC,” and the Debtor. This means our committee, which
has a fiduciary obligation to act in the best interest of all creditors, the TCC, which has a similar
obligation specific to tort creditors, and the Debtor all are behind the Plan and will work together
to support its confirmation. This alignment, which was reached after lengthy mediation, is
significant because it not only shows the Plan is beneficial to creditors, it helps make confirmation
more likely and less expensive to the estate.

Second, the UCC believes the terms of the settlement incorporated into the Plan represent
a fair and reasonable value for the estate’s causes of action. Based on the UCC’s calculations, the
creditors in this case will receive as much as $80 million in settlement funds, retained assets, and
forgiven loan obligations, in addition to the abandonment of millions in claims. The UCC believes
these amounts are a significant value for the estate’s claims, especially considering the complex
legal theories, cost of litigation, and other risks of proceeding.

Third, the Plan structure created by the UCC and the TCC helps to avoid delays associated
with appeal or other legal complications that could make it impossible to begin plan payments in
2025. Implementing the Plan in a timely manner was a priority for the committees, and the Plan
structure, which does not include non-consensual third-party releases or otherwise implicate any
concerns arising out of the Supreme Court’s Purdue decision, will places the parties in the best
position for those distributions to begin on the schedule the committees have fought to protect.

Under the Plan, Holders of General Unsecured Claims or “GUC Claims” will be afforded
three options for liquidating their claims against the Debtor. If any one of these three options is
acceptable to You, then You should vote to ACCEPT the Plan on Your Ballot.

The Settlement Trust Payment Option

First, Holders of GUC Claims or “GUC Claimants” may elect to participate in the plan
settlement negotiated by the UCC. The Plan provides for the creation of a settlement trust for
GUC Claimants (the “GUC Trust”). The GUC Trust will assume the Debtor’s obligation to pay
the GUC Claims asserted by GUC Claimants who consent to the Consensual Claimant Release
under the Plan. Claimants who do not consent to this release will not be eligible to receive a
distribution from the GUC Trust.

The GUC Trust will be funded with cash payments totaling $25 million, plus interest, a
50/50 allocation of the Debtor’s Employee Retention Credits, and a 50/50 allocation of the
Debtor’s remaining assets (collectively, the “GUC Trust Assets). The cash payments will be
contributed to the GUC Trust over thirty (30) months following the Effective Date.

The GUC Trust Assets will be allocated among the Holders of allowed GUC Claims using
trust distribution procedures (the “GUC Trust Distribution Procedures” or “GUC TDPs”). The
GUC TDPs outline how GUC Claims will be allowed and paid.

The GUC Trust Assets will be allocated on a pro rata basis, net of costs to administer the
trust, to the Holders of allowed claims. For example, if the total amount of all allowed claims is
$90 million, and the net GUC Trust Assets available for distribution are worth $30 million, then
each claimant would receive distributions equal to 33.3% of the value of his or her claim ($30
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million / $90 million = 33.3%). The trust assets are the numerator and the total amount of allowed
claims is the denominator. In this hypothetical scenario (i.e., assuming a payment percentage of
33.3%), the Holder of an allowed GUC Claim valued at $1.2 million would receive payments
totaling $400,000.

Only claimants who have filed individual proofs of claim in the Chapter 11 Case will be
eligible to participate in the GUC Trust. No additional trust funding is contemplated—i.e., the
GUC Trust is a limited fund. If the universe of eligible claims unexpectedly expands after the
Disclosure Statement is approved, then claimants who timely filed proofs of claim would see their
recoveries diluted. The GUC Trust guardrails and eligibility criteria are intended to avoid such an
outcome and ensure that expectations are consistent with actual outcomes.

GUC Claimants who elect to participate in the GUC Trust can pursue recoveries from other
co-liable parties, including governmental claimants, who are not released in the Consensual
Claimant Release. Participating in the GUC Trust is akin to entering into a good faith settlement
with one of several defendants in the tort system. The plaintiff can continue to pursue co-liable
defendants that do not settle.

However, GUC Claimants cannot “Opt Out” of the Consensual Claimant Release under
the Plan and participate in the GUC Trust. Participating in the GUC Trust is akin to entering into
a voluntary settlement with YesCare and its insiders and affiliates. YesCare will not fund the
settlement payments unless it and non-debtor insiders and affiliates receive a release similar in
scope to the release that a claimant would be required to sign as a condition to entering into a
voluntary settlement outside of bankruptcy. The Consensual Claimant Release mirrors this type
of release.

The UCC anticipates that most GUC Claimants will elect to participate in the GUC Trust
and will not “Opt Out.” This will afford such claimants with the ability to recover meaningful
compensation from the Debtor in the near term and, if available, leave open the possibility of
recovering additional amounts from other potentially liable parties. GUC Claimants that are
considering this option should carefully review the Disclosure Statement and the TDPs and consult
with their legal counsel before making any decisions.

The True “Opt Out” to the Civil Justice System

Second, Holders of GUC Claims may elect to “Opt Out” entirely of the settlement and
pursue claims against the Released Parties in the tort system. These claims are referred to as “Opt-
Out GUC Claims” or #rue “Opt Outs.” Holders of Opt Out GUC Claims will not receive any
portion of the GUC Trust Assets.

Holders of Opt Out GUC Claims will have the ability to assert claims against YesCare,
CHS TX, and other parties based on the doctrine of successor liability. This is set forth in Article
IIL.D and Article IX.K of Plan and the Disclosure Statement so that there is no ambiguity on this
issue. Holders of Opt Out GUC Claims, however, will not have the ability to assert avoidance
actions, including fraudulent transfer claims, against the Released Parties because those causes of
action will be settled under the Estate Party Settlement.
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Holders of Opt-Out GUC Claims will not have their recoveries determined by the terms of
the Plan and GUC Trust Agreement. Instead, they will have to litigate their claims on the merits
and prevail in the civil justice system and then seek to collect. Claimants who make this election
will likely face years of litigation and appeals and will not have the ability to return to the GUC
Trust under any circumstances. The intent of this option is to treat the settlement incorporated into
the Plan similar to any settlement offer made outside of bankruptcy, and allow claimants who so
desire to reject the Plan Proponents’ proposed settlement and pursue their claims in the tort system.

Because the Plan contains a true “Opt Out,” the Consensual Claimant Release is, from the
UCC’s perspective, consensual. GUC Claimants that are considering this option should carefully
review the Disclosure Statement and the Plan and consult with their legal counsel before making
any decisions.

Whether the Plan will be confirmed and whether the settlement negotiated by the TCC and
the UCC will go into effect will depend on the level of participation in the settlement itself.
YesCare could not reasonably be expected to fund a settlement trust if there are no beneficiaries,
and if YesCare was not willing to fund the settlement, there would be no reason for any claimants
to provide the Consensual Claimant Release as the GUC Trust would lack sufficient funding to
pay claims.

To be fair to YesCare, if the level of participation is too low, YesCare may elect to
terminate the settlement prior to the hearing on the confirmation of the Plan. This walk away right
is set forth in Article IV.B.5 of the Plan and is triggered if more than 5% in the number of current
Holders of PI/WD Claims elect to “Opt Out” of the Consensual Claimant Release.? This 5%
requirement does not apply to Opt-Out GUC Claims.

The election to “Opt Out” must be made before the voting deadline established by the
Court. Thus, YesCare will know the scope of the Consensual Claimant Release before the
Confirmation Hearing and can make an informed decision based on the voting data. Claimants
who do not “Opt Out” will be deemed to provide the Consensual Claimant Release. If YesCare
elects to terminate the settlement, then the Chapter 11 Case may be dismissed or converted to a
case under chapter 7 of the Bankruptcy Code.

Parties who want to “Opt Out” may still decide to vote in favor of and ACCEPT the Plan.
Opting Out and voting in favor of the Plan are two separate things. Parties who elect to “Opt Out,”
which is their right, may support the confirmation of the Plan because it may present the fastest
path to pursue claims in the tort system.

If the Plan is confirmed, “Opt Outs” will not face litigation over whether their claims
against YesCare, to the extent asserted under the doctrine of successor liability, are estate causes
of action that can be settled by the Debtor’s estate. If the Plan is confirmed, “Opt Outs” will be
free to pursue claims under the doctrine of successor liability. Likewise, parties who want the

3 The Estate Party Settlement does not terminate automatically if more than this 5% “Opt Out.” YesCare
could waive and elect to go forward with the settlement. YesCare, like the creditors here, will get to
make an informed decision.
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GUC Trust to be funded and go into effect may also want to vote in favor of and ACCEPT the
Plan because if the Plan is not confirmed, then there will be no GUC Trust.

The UCC understands that this case has been a difficult and lengthy process for all
creditors. The UCC and its professionals take their fiduciary obligations seriously, and have
worked to achieve an outcome that provides a fair and reasonable settlement and a structure that
best protects the interests of all claimants in this case. The UCC believes that the Plan presents
the best possible outcome to this Chapter 11 Case and urges all claimants to vote to ACCEPT it.

Sincerely,

The Official Committee of Unsecured Creditors
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FOR THE SOUTHERN DISTRICT OF TEXAS

HOUSTON DIVISION
In re: Chapter 11
TEHUM CARE SERVICES, INC.,! Case No. 23-90086 (CML)

Debtor.

COVER LETTER AND RECOMMENDATION
OF THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS

You are receiving this letter because You are, or may be, a holder of a General Unsecured
Claim which is not a PI/WD Claim, an Administrative Claim, a Secured Claim, an Other
Secured Claim, a Priority Tax Claim, or an Other Priority Claim. As such, You are entitled to
vote to accept or reject the Joint Chapter 11 Plan of the Tort Claimants’ Committee, Official
Committee of Unsecured Creditors, and Debtor (as it may be amended, modified, or
supplemented from time to time, the “Plan”).2 You should read this letter and the enclosed
materials carefully and discuss them with Your legal, financial, and tax advisors. If You do not
have an attorney, You may wish to consult with one.

The Official Committee of Unsecured Creditors or the “UCC” was appointed in the
above-captioned chapter 11 case to represent the interests of all unsecured creditors in this case.

The UCC has been fighting on behalf of unsecured creditors since its appointment. The
UCC’s objections and arguments prevented insiders of the Debtor from receiving releases and
other benefits in return for lending money to the Debtor during the pendency of this case. Most
notably, the UCC was successful in convincing the Court that insiders of the Debtor should not
receive an interest in the Debtor’s potential claims against insiders, including potential claims
against the very company that was seeking to make a loan to the Debtor.

Following that victory, the UCC gathered hundreds of thousands of documents in order to
evaluate the Debtor’s claims against its principals and affiliates. The investigation was a lengthy
and arduous one, as the potential targets of the investigation fought the UCC’s efforts
throughout. However, the UCC was able to identify estate claims against these parties it
believes have significant value for the Debtor.

1" The last four digits of the Debtor’s federal tax identification number is 8853. The Debtor’s service
address is: 205 Powell Place, Suite 104, Brentwood, Tennessee 37027.

2 Capitalized terms used but not otherwise defined herein shall have the meanings given to them in the
Plan.

CORE/3527808.0002/+93408780-5193408780.6
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The UCC believes the Plan represents the maximum value the estate can receive for those
claims and the best opportunity to get money into the hands of unsecured creditors. We have
reached this conclusion for multiple reasons.

First, the Plan is structured to address concerns of, and garner the full support of, the
UCC, the Tort Claimant’s Committee or the “TCC,” and the Debtor. This means our
committee, which has a fiduciary obligation to act in the best interest of all creditors, the TCC,
which has a similar obligation specific to tort creditors, and the Debtor;—wheseprefessionals-
have-afiduetary-obligationto—allereditors;— all are behind the Plan and will work together to
support its confirmation. This alignment, which was reached after lengthy mediation, is
significant because it not only shows the Plan is beneficial to creditors, it helps make
confirmation more likely and less expensive to the estate.

Second, the UCC believes the terms of the settlement incorporated into the Plan
represent a fair and reasonable value for the estate’s causes of action. Based on the UCC’s
calculations, the creditors in this case will receive as much as $80 million in settlement funds,
retained assets, and forgiven loan obligations, in addition to the abandonment of millions in
claims. The UCC believes these amounts are a significant value for the estate’s claims,
especially considering the complex legal theories, cost of litigation, and other risks of
proceeding.

Third, the Plan structure created by the UCC and the TCC helps to avoid delays
associated with appeal or other legal complications that could make it impossible to begin plan
payments in 2025. Implementing the Plan in a timely manner was a priority for the committees,
and the Plan structure, which does not include non-consensual third-party releases or otherwise
implicate any concerns arising out of the Supreme Court’s Purdue decision, will places the
parties in the best position for those distributions to begin on the schedule the committees have
fought to protect.

Under the Plan, Holders of General Unsecured Claims or “GUC Claims” will be
afforded three options for liquidating their claims against the Debtor. If any one of these three
options is acceptable to You, then You should vote to ACCEPT the Plan on Your Ballot.

The Settlement Trust Payment Option

First, Holders of GUC Claims or “GUC Claimants” may elect to participate in the plan
settlement negotiated by the UCC. The Plan provides for the creation of a settlement trust for
GUC Claimants (the “GUC Trust”). The GUC Trust will assume the Debtor’s obligation to pay
the GUC Claims asserted by GUC Claimants who consent to the Consensual Claimant Release
under the Plan. Claimants who do net consent to this release will not be eligible to receive a
distribution from the GUC Trust.

The GUC Trust will be funded with cash payments totaling $25 million, plus interest, a
50/50 allocation of the Debtor’s Employee Retention Credits, and a 50/50 allocation of the
Debtor’s remaining assets (collectively, the “GUC Trust Assets”). The cash payments will be
contributed to the GUC Trust over thirty (30) months following the Effective Date.

CORE/3527808.0002/+93408780-5193408780.6
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The GUC Trust Assets will be allocated among the Holders of allowed GUC Claims
using trust distribution procedures (the “GUC Trust Distribution Procedures” or “GUC
TDPs”). The GUC TDPs outline how GUC Claims will be allowed and paid.

The GUC Trust Assets will be allocated on a pro rata basis, net of costs to administer the
trust, to the Holders of allowed claims. For example, if the total amount of all allowed claims is
$90 million, and the net GUC Trust Assets available for distribution are worth $30 million, then
each claimant would receive distributions equal to 33.3% of the value of his or her claim ($30
million / $90 million = 33.3%). The trust assets are the numerator and the total amount of
allowed claims is the denominator. In this hypothetical scenario (i.e., assuming a payment
percentage of 33.3%), the Holder of an allowed GUC Claim valued at $1.2 million would
receive payments totaling $400,000.

Only claimants who have filed individual proofs of claim in the Chapter 11 Case will be
eligible to participate in the GUC Trust. No additional trust funding is contemplated—i.e., the
GUC Trust is a limited fund. If the universe of eligible claims unexpectedly expands after the
Disclosure Statement is approved, then claimants who timely filed proofs of claim would see
their recoveries diluted. The GUC Trust guardrails and eligibility criteria are intended to avoid
such an outcome and ensure that expectations are consistent with actual outcomes.

GUC Claimants who elect to participate in the GUC Trust can pursue recoveries from
other co-liable parties, including governmental claimants, who are not released in the Consensual
Claimant Release. Participating in the GUC Trust is akin to entering into a good faith settlement
with one of several defendants in the tort system. The plaintiff can continue to pursue co-liable
defendants that do not settle.

However, GUC Claimants cannot “Opt Out” of the Consensual Claimant Release under
the Plan and participate in the GUC Trust. Participating in the GUC Trust is akin to entering
into a voluntary settlement with YesCare and its insiders and affiliates. YesCare will not fund
the settlement payments unless it and non-debtor insiders and affiliates receive a release similar
in scope to the release that a claimant would be required to sign as a condition to entering into a
voluntary settlement outside of bankruptcy. The Consensual Claimant Release mirrors this type
of release.

The UCC anticipates that most GUC Claimants will elect to participate in the GUC Trust
and will not “Opt Out.” This will afford such claimants with the ability to recover meaningful
compensation from the Debtor in the near term and, if available, leave open the possibility of
recovering additional amounts from other potentially liable parties. GUC Claimants that are
considering this option should carefully review the Disclosure Statement and the TDPs and
consult with their legal counsel before making any decisions.

The True “Opt Out” to the Civil Justice System

Second, Holders of GUC Claims may elect to “Opt Out” entirely of the settlement and
pursue claims against the Released Parties in the tort system. These claims are referred to as
“Opt-Out GUC Claims” or true “Opt Outs.” Holders of Opt Out GUC Claims will not receive
any portion of the GUC Trust Assets.

CORE/3527808.0002/+93408780-5193408780.6
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Holders of Opt Out GUC Claims will have the ability to assert claims against YesCare,
CHS TX, and other parties based on the doctrine of successor liability. This is set forth in
Article IIL.D and Article IX.K of Plan and the Disclosure Statement so that there is no ambiguity
on this issue. Holders of Opt Out GUC Claims, however, will not have the ability to assert
avoidance actions, including fraudulent transfer claims, against the Released Parties because
those causes of action will be settled under the Estate Party Settlement.

Holders of Opt-Out GUC Claims will not have their recoveries determined by the terms
of the Plan and GUC Trust Agreement. Instead, they will have to litigate their claims on the
merits and prevail in the civil justice system and then seek to collect. Claimants who make this
election will likely face years of litigation and appeals and will not have the ability to return to
the GUC Trust under any circumstances. The intent of this option is to treat the settlement
incorporated into the Plan similar to any settlement offer made outside of bankruptcy, and allow
claimants who so desire to reject the Plan Proponents’ proposed settlement and pursue their
claims in the tort system.

Because the Plan contains a true “Opt Out,” the Consensual Claimant Release is, from
the UCC’s perspective, consensual. GUC Claimants that are considering this option should
carefully review the Disclosure Statement and the Plan and consult with their legal counsel
before making any decisions.

Whether the Plan will be confirmed and whether the settlement negotiated by the TCC
and the UCC will go into effect will depend on the level of participation in the settlement itself.
YesCare could not reasonably be expected to fund a settlement trust if there are no beneficiaries,
and if YesCare was not willing to fund the settlement, there would be no reason for any
claimants to provide the Consensual Claimant Release as the GUC Trust would lack sufficient
funding to pay claims.

To be fair to YesCare, if the level of participation is too low, YesCare may elect to
terminate the settlement prior to the hearing on the confirmation of the Plan. This walk away
right is set forth in Article IV.B.5 of the Plan and is triggered if more than 5% in the number of
current Holders of PI/WD Claims elect to “Opt Out” of the Consensual Claimant Release.? This
5% requirement does not apply to Opt-Out GUC Claims.

The election to “Opt Out” must be made before the voting deadline established by the
Court. Thus, YesCare will know the scope of the Consensual Claimant Release before the
Confirmation Hearing and can make an informed decision based on the voting data. Claimants
who do not “Opt Out” will be deemed to provide the Consensual Claimant Release. If YesCare
elects to terminate the settlement, then the Chapter 11 Case may be dismissed or converted to a
case under chapter 7 of the Bankruptcy Code.

Parties who want to “Opt Out” may still decide to vote in favor of and ACCEPT the

Plan. Opting Out and voting in favor of the Plan are two separate things. Parties who elect to

3 The Estate Party Settlement does neot terminate automatically if more than this 5% “Opt Out.”
YesCare could waive and elect to go forward with the settlement. YesCare, like the creditors here,
will get to make an informed decision.

CORE/3527808.0002/+93408780-5193408780.6
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“Opt Out,” which is their right, may support the confirmation of the Plan because it may present
the fastest path to pursue claims in the tort system.

If the Plan is confirmed, “Opt Outs” will not face litigation over whether their claims
against YesCare, to the extent asserted under the doctrine of successor liability, are estate causes
of action that can be settled by the Debtor’s estate. If the Plan is confirmed, “Opt Outs” will be
free to pursue claims under the doctrine of successor liability. Likewise, parties who want the
GUC Trust to be funded and go into effect may also want to vote in favor of and ACCEPT the
Plan because if the Plan is not confirmed, then there will be no GUC Trust.

The UCC understands that this case has been a difficult and lengthy process for all
creditors. The UCC and its professionals take their fiduciary obligations te—yeu-seriously, and
have worked to achieve an outcome that provides a fair and reasonable settlement and a structure
that best protects the interests of all claimants in this case. The UCC believes that the Plan

presents the best possible outcome to this Chapter 11 Case and urges all claimants to vote to
ACCEPT it.

Sincerely,

The Official Committee of Unsecured Creditors

CORE/3527808.0002/4+93408780-5193408780.6
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Schedule 2

Professional Liability Insurance Policy Information
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PRIMARY POLICIES
Policy Clearl
Claims Made Generally Re uire); Insure{ o Generally
Policy Number Insured Insurer Policy Period or Occurance | Applicable Per | Aggregate Limits Prc?vide Defense of Retro Date | applicable SIR Notes
Type Policy | Incident Limits X perincident
All Claims
America Service Group Inc; . . $500k per doctor o .
6793692 X . Lexington 9/1/2005 - 9/1/2006 | Claims made ] $2 M per incident yes 9/1/2005 $0 Applies only to PA
Prison Health Services, Inc. /$1 M for entity
9389853 Valitas Health Services, Inc. Lexington 3/4/2013 - 3/4/2014 | Claims made $10 M $10 M no 3/4/2013 $50k Applies to AZ only.
6797662 Valitas Health Services, Inc. Lexington 3/4/2014 - 3/4/2015 | Claims made $10 M $10 M no 3/4/2013 $50k Applies to AZ only.
6797964 Valitas Health Services, Inc. Lexington 3/4/2015 - 3/4/2016 | Claims made $10 M $10 M no 3/4/2013 $50k Applies to AZ only.
4-100109* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2016 - 3/4/2017 | Claims made $2M $6 M no 3/4/2013 $50k Applies only to AZ.
4-100167* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2017 - 3/4/2018 | Claims made $2M $6 M no 3/4/2013 $50k Applies only to AZ.
4-453898* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2018 - 3/4/2019 | Claims made $2M $6 M no 3/4/2013 $50k Applies only to AZ.
Applies only to AZ. Reportin
4-454898*  |Valitas Health Services, Inc. | Lone Star Alliance | 3/4/2019 - 3/4/2020 | Claims made $2M $6M no 3/4/2013 $50k PP Y porting
period extended to 7/1/2021.
4334400 Corizon Ironshore 1/1/2020 - 1/1/2021 | Claims made $1M $3M no 3/1/2020 $50k Applies only to Arlington Co. VA
HC7AAB65W8001 [Corizon Ironshore 3/1/2021 - 3/1/2022 | Claims made $1M $3M no 3/1/2020 $50k Applies only to Arlington Co. VA
Varies by state Generall
G-COP-600001 |Valitas Health Services, Inc. COPIC 1/1/2021 - 1/1/2022 | Claims made |with lowest $500k $12M no 1/1/2021 equal to lirr):its
in PA q
X . Varies by state
. . Applied Medico- . X Generally
G-AMS-600001 (Valitas Health Services, Inc. . 1/1/2022 - 1/1/2023 | Claims made |with lowest $500k $24 M no 1/1/2021 .
Legal Solutions . equal to limits
in PA
Applied Medico Varies by state Generall
G-AMS-600001 (YesCare Corp PP i 1/1/2023 - 1/1/2024 | Claims made |with lowest $500k $17M no 1/1/2021 R y‘
Legal Solutions . equal to limits
in PA
Generally $1 M
-y $ Generally
. ) . but varies by .
6797138 Valitas Health Services, Inc. Lexington 1/1/2012 - 1/1/2013 Occurance $35M no equal to limits
state. Aslow as
] amount
$250k in IN.
. . . $500k $1.5M per Limited to certain Philadelphia
6796367 Valitas Health Services, Inc. Lexington 8/31/2012 - 8/31/2013| Occurance - . yes none X
(physicians only) physician locations.
1.5 M per
Generally $500k h$sician f$2 M
6796728 Valitas Health Services, Inc. Lexington 9/1/2012 - 1/1/2013 | Occurance | perdoctor/$1M pn;/n physician yes none PA only
others

insureds
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Generally $1 M
but varies b Generally
6797138 Valitas Health Services, Inc. Lexington 1/1/2013 - 1/1/2014 Occurance y $35M no equal to limits AZ excluded
state. Aslow as
] amount
$250k in FL.
500k 1.5 M per Limited to certain Philadelphia and
6796367 Valitas Health Services, Inc. Lexington 8/31/2013 - 8/31/2014| Occurance $ ] $ K -p yes none . R P
(physicians only) physician Pittsburgh locations.
Generally $1 M
but varies by Generally
6797600 Valitas Health Services, Inc. Lexington 1/1/2014 - 1/1/2015 Occurance | state. Aslosas $48 M no equal to limits AZ excluded
$250k in IN and amount
FL.
. . . $500k $1.5M per Limited to certain Philadelphia and
6796367 Valitas Health Services, Inc. Lexington 8/31/2014 - 3/1/2016 | Occurance - . yes none K )
(physicians only) physician Pittsburgh locations.
Generally $1 M
per contractor but
varies in some Generally
6797914 Valitas Health Services, Inc. Lexington 1/1/2015 - 1/1/2016 Occurance states, $48 M no equal to limits AZ excluded
particularly FL amount
and IAwhere
$250k
Varies by state
from $250k to $3
M w/ agg. limit for
allinsured usually| $22 M-Some
twice indiv. limit | states exempt Generally
4-100092 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2016 - 1/1/2017 Occurance ’ . p no equal to limits AZ excluded
or more. from Agg. Limits
) o amount
(Incident limits cap
capped at$2 M
until agg SIR
satisfied.)
Varies by state
from $250k to $3
M w/ agg. limit for
allinsured usually| $22.5M-Some
L Generally
. . . twice indiv. limit | states exempt o
4-100159 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2017 - 1/1/2018 Occurance o no equal to limits AZ excluded
or more. from Agg. Limits
. o amount
(Incident limits cap
capped at$2 M
until agg SIR
satisfied.)
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Varies by state
from $250k to $3
M w/ agg. limit for

allinsured usually| $24 M-Some
T Generally
. . . twice indiv. limit | states exempt o
4-453668 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2018 - 1/1/2019 Occurance L no equal to limits
or more. from Agg. Limits
. o amount
(Incident limits cap
capped at$2 M
until agg SIR
satisfied.)
Varies by state
from $250k to $3
M w/ agg. limit for
allinsured usually| $21 M-Some
twice indiv. limit | states exempt Generally
4-454719 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2019-1/1/2020 Occurance ’ . p no equal to limits AZ excluded
or more. from Agg. Limits
) o amount
(Incident limits cap
capped at$2 M
until agg SIR
satisfied.)
Varies by state
from $250k to $3
M w/ agg. limit for
allinsured usually] $21M-Some
L Generally
) . . twice indiv. limit | states exempt o
4-455844 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2020 - 1/1/2021 Occurance o no equal to limits AZ excluded
or more. from Agg. Limits
. o amount
(Incident limits cap
capped at$2 M
until agg SIR
satisfied.)
Varies by state
from $250k to $3
M w/ agg. limit for
Tail policy for 1/1/2020 allinsured usually] $21M-Some
1/1/2021 polic twice indiv. limit | states exempt Generally
4-455388 Valitas Health Services, Inc. Lone Star Alliance K P . ¥ Occurance ) . p no equal to limits AZ excluded
period allowing or more. from Agg. Limits amount
reporting to 7/1/2021 (Incident limits cap
capped at $2 M
until agg SIR

satisfied.)
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EXCESS POLICIES
Claims Made/ | Perlincident/ | Aggregate Limits
Policy Number Insured Insurer Policy Period Occurance Type Per Claim (Initially available Notes
Policy Limits per policy terms)
B0180C121204 Corizon Underwriters (Beazley) 1/1/2012-1/1/2013 Claims made $10M $10M Underlying $5 M not including costs
. . . Underlying $5 M not including costs. AZ
B0180C131204 Corizon Underwriters (Beazley) 1/1/2013-1/1/2014 Claims made $10M $10M
and Wl excluded.
B0180PD1431204 Corizon Underwriters (Beazley) 1/1/2014 - 1/1/2015 Claims made $10M $10M Underlying $5 M not including costs
) ) ) Underlying $5 M not including costs.
B0180PD1531204 Corizon Underwriters (Beazley) 1/1/2015-1/1/2016 Claims made $10M $10M
AZ and WI excluded.
Valitas Health . Underlying is Lone Star 4-100109.
5-10038 ) Coverys 3/4/2016 - 3/4/2017 Claims made $8 M $8 M )
Services, Inc. Substantially follows form
Valitas Health ) Underlying is Lone Star 4-453898.
5-10229 . Coverys 3/4/2017 - 3/4/2018 Claims made $8M $8M .
Services, Inc. Substantially follows form
Valitas Health . Underlying is Lone Star 4-453898.
5-10262 ) Coverys 3/4/2018 - 3/4/2019 Claims made $8 M $8 M )
Services, Inc. Substantially follows form
3/4/2019 - 7/1/2019 with
Valitas Health an extended reporting . Underlying is Lone Star 4-453898.
005TN000025399 ) Coverys ) ) i Claims made $8 M $8 M )
Services, Inc. period until 7/1/2021 with Substantially follows form
no increase in limits
Valitas Health . . . Underlying $5 M per claim not including
HPS0000015 ) Nationwide/Scottsdale 1/1/2016 - 1/1/ 2017 Claims made $10M $10M
Services, Inc. costs. AZ and Wl excluded.
Valitas Health ) ) ) Underlying $5 M per claim not including
HPS0000036 Nationwide/Scottsdale 1/1/2017 - 1/1/2018 Claims made $10M $10M

Services, Inc.

costs. AZ and Wl excluded.
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HPS0000058

Valitas Health
Services, Inc.

Nationwide/Scottsdale

1/1/2018 - 1/1/2019

Claims made

$10M

$10M

Underlying $5 M per claim not including
costs. AZ and Wl excluded.

HPS0000093

Valitas Health
Services, Inc.

Nationwide/Scottsdale

1/1/2019 - 1/1/2020

Claims made

$10M

$10M

Underlying $2 M per claim not including
costs with $2M aggregate and then
$5M per claim with no aggregate. AZ
and Wl excluded.

HPS0000146

Valitas Health
Services, Inc.

Nationwide/Scottsdale

1/1/2020 - 1/1/2021

Claims Made

$10M

$10M

Generally, underlying $2 M per claim
not including costs with $2M aggregate
and then $5M per claim with no
aggregate. Also excess of lronshore
policy #004334400 and then with $4M
aggregate cap. AZ excluded.

HPS0000232

Valitas Health
Services, Inc.

Nationwide/Scottsdale

1/1/2021 - 1/1/2022

Claims Made

$10M

$10M

Generally, underlying $2 M per claim
not including costs with $2M aggregate
and then $5M per claim with no
aggregate. Also excess of l[ronshore
policy #HC7AAB65W8001 and then
with $4M aggregate cap. AZ excluded.
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Explanatory Notes and Contentions from Certain Insurance Companies Related to Schedule 2
and Their Policies

Coverys’ Specialty Insurance Company (“Coverys”) makes the following contentions:

Coverys, an Insurance Company that provided certain insurance policies to the Debtor or its
predecessor, contends that each of the Coverys policies contains clauses prescribing the contractual
rights and obligations of Coverys and its insureds. Coverys also contends that the Coverys policy
005TN000025399 was in effect from 3/4/2019 until cancellation effective 7/1/2019. Additionally,
Coverys contends that an “Extended Reporting Period” was issued for the period 7/1/20190-7/1/2021,
but that endorsement did not extend the policy period beyond 7/1/2019 and did not increase or
supplement the applicable limits of liability. Coverys also contends that its four policies had limits,
respectively, of $8,000,000 per Claim (not per “Incident’’) and $8,000,000 in aggregate limits. Coverys
also contends that the 2017 and 2019 policies were eroded by payment of claims prepetition and
coverage released for such claims. Coverys also contends that Lone Star, another insurer assigned a
separate policy number, 40455388, to its “tail” for 7/1/2019 to 7/1/21, and that Lone Star has separate
limits of liability for its “tail.” Coverys contends that, nonetheless, the Coverys’ extended reporting
endorsement discussed above does not have separate limits. Rather, according to Coverys, the insured
received two additional years to report certain claims to Coverys, and the $8,000,000 aggregate limit
for the policy as issued with a 3/4/2019 inception date was the limit available for the policy period and
tail. Additionally, Coverys contends that no Coverys policy “follows form” to Lone Star’s tail —
meaning, according to Coverys, that the Coverys policed did not follow all of the terms of the
underlying Lone Star Policies or that there are additional or conflicting terms in the Coverys policies.

Lexington Healthcare (“Lexington”) makes the following contentions:

Lexington, an Insurance Company that provided certain insurance policies to the Debtor or its
predecessor, contends the following:

An Endorsement to each of the Lexington Healthcare liability policy numbers 6797138 (eff. 1/1/12-
1/1/13), 6797138 (eft. 1/1/13-1/1/14), 6797600 (eff. 1/1/14-1/1/15), 6797914 (eft. 1/1/15-1/1/16) each
provide for a Retrospective Premium obligation and each such Endorsement includes the following
language:

If the First Named Insured fails to pay any additional premiums owed
under this endorsement, then we [Lexington] shall subtract such
additional premiums from any outstanding future loss payments under
this policy. (Emphasis added).

Lexington may take the position that Claimant’s potential recovery from these policies is adversely
effected or eliminated by this Endorsement.

Additionally, Lexington advises that the list of Lexington policies in Section 2 of this Disclosure
Statement does not include all policies that Lexington has ever issued to the Debtor and its
predecessors, but there are no claims known to Debtor now pending that are believed to be covered
under policies not listed. Further, while the list of Lexington polices presents the Debtor’s
understanding as to aggregates for the Lexington Policies, Lexington advises that it calculates some
difference as to certain of the listed aggregates for certain of the Lexington Policies. All parties’ rights
are reserved with respect to these amounts.
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Explanatory Notes and Contentions from Certain Insurance Companies Related to Schedule 2

and Their Policies

Potential Additional Policies:

The Tort Claimant’ Committee has received information that suggests there may be additional
policies that might be available to respond to claims against the Debtor but the Tort Claimant’s
Committee has not been able to verify the existence or terms to these policies at this time. Those
potential additional policies may be identified as the following:

Lexington Policy No. 6440014 (eff. 10/1/09-10/1/10); Occurrence-based. Limits of $1m;
$3m. Policy Aggregate of $25,806,990

Lexington Policy No. 6440014 (eff. 10/1/10-1/1/12); Occurrence-based. Limits of $1m; $3m.
Policy Aggregate of $30,999,879

Older ASG Policies (no copies currently available)

Lexington Policy 6801364 (eff. 1/1/02-1/1/03)
Lexington Policy 6791649 (eff. 1/1/03-1/1/04)
Lexington Policy 6791416 (eff. 1/1/04-1/1/05)
Lexington Policy 6793309 (eff. 1/1/05-1/1/06)
Lexington Policy 6793839 (eff. 1/1/06-1/1/07)
Lexington Policy 6795042 (eff. 1/1/08-1/1/10)
Lexington Policy 6440015 (eff. 1/1/10-1/1/12)

PA Only Policies (physicians only)

Lexington Policy 6796367 (eff. 8/31/09-8/31/10); Occurrence. Limits of $500k per
physician; $1.5m per physician aggregate
Lexington Policy 6796367 (eff. 8/31/10-8/31/11); Occurrence. Limits of $500k per
physician; $1.5m per physician aggregate
Lexington Policy 6796367 (eff. 8/31/11-8/31/12); Occurrence. Limits of $500k per
physician; $1.5m per physician aggregate

PA Only Policies (ASG)

Lexington Policy 6796366 (eff. 9/1/09-9/1/10); Occurrence. Limits of $500k per physician;
$1.5m per physician aggregate; $1m Non Physician; $2m aggregate
Lexington Policy 6796728 (eff. 9/1/10-9/1/11); Occurrence. Limits of $500k per physician;
$1.5m per physician aggregate; $1m Non Physician; $2m aggregate

AZ Only Policies

Lexington Policy No. 9389853 (eff. 3/4/13-3/4/14); Claims Made. Limits of $10m; $10m.
$50K SIR

Lexington Policy No. 6797662 (eff. 3/4/14-3/4/15); Claims Made. Limits of $10m; $10m.
$50K SIR

Lexington Policy No. 6797964 (eff. 3/4/15-3/4/16); Claims Made. Limits of $10m; $10m.
$50K SIR (Agg limit exhausted)
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Explanatory Notes and Contentions from Certain Insurance Companies Related to Schedule 2
and Their Policies

Older Physicians and Surgeons Policies (ASG)

e Lexington Policy No. 6801415 (eff. 9/1/03-9/1/04); Claims Made. Limits of $500k; $1.5m
aggregate

Potential Corrections as to Policy Aggregate Limits:

The Tort Claimant’” Committee has received information that suggests that the schedule above may
incorrectly describe the Aggregate Limits amounts with respect to two of the policies listed. The
Tort Claimant’s Committee has not been able to confirm this information at this time. The
information received suggests the following identified policies have Aggregate Limits as indicated
below:

e Lexington Policy No. 6797138 (eff. 1/1/13-1/1/14) - $38,533,977 Policy Aggregate
e Lexington Policy No. 6797600 (eff. 1/1/14-1/1/15) - $46,163,209 Policy Aggregate

65478630 v1-WorkSiteUS-000002/3660
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'Schedule 2

Professional Liability Insurance Policy Information
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PRIMARY POLICIES
) Policy Clearly
Claims Made Generally Requires Insurer to Generally
Policy Number Insured Insurer Policy Period or Occurance [ Applicable Per | Aggregate Limits Provide Defense of Retro Date | applicable SIR Notes
Type Polic: Incident Limits - erincident
w i I m All Claims perincident
America Service Group Inc; . i 500k per doctor o .
6793692 ) . P Lexington 9/1/2005 - 9/1/2006 | Claims made $ P ] $2 M per incident yes 9/1/2005 $0 Applies only to PA
Prison Health Services, Inc. /$1 M for entity
9389853 Valitas Health Services, Inc. Lexington 3/4/20183 - 3/4/2014 | Claims made $10M $10M no 3/4/2013 $50k Applies to AZ only.
6797662 Valitas Health Services, Inc. Lexington 3/4/2014 - 3/4/2015 | Claims made $10M $10M no 3/4/2013 $50k Applies to AZ only.
6797964 Valitas Health Services, Inc. Lexington 3/4/2015 - 3/4/2016 | Claims made $10M $10M no 3/4/2013 $50k Applies to AZ only.
4-100109* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2016 - 3/4/2017 | Claims made $2M $6 M no 3/4/2013 $50k Applies only to AZ.
4-100167* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2017 - 3/4/2018 | Claims made $2M $6 M no 3/4/2013 $50k Applies only to AZ.
4-453898* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2018 - 3/4/2019 | Claims made $2M $6 M no 3/4/2013 $50k Applies only to AZ.
Applies only to AZ. Reportin
4-454898* Valitas Health Services, Inc. Lone Star Alliance | 3/4/2019 - 3/4/2020 | Claims made $2M $6 M no 3/4/2013 $50k py? Y P g
period extended to 7/1/2021.
4334400 Corizon Ironshore 1/1/2020 - 1/1/2021 | Claims made $1M $3M no 3/1/2020 $50k Applies only to Arlington Co. VA
HC7AAB65W8001 |Corizon Ironshore 3/1/2021 - 3/1/2022 | Claims made $1M $3M no 3/1/2020 $50k Applies only to Arlington Co. VA
Varies by state Generall
G-COP-600001 |Valitas Health Services, Inc. COPIC 1/1/2021 - 1/1/2022 | Claims made |with lowest $500k $12M no 1/1/2021 B lir:its
in PA .
Varies by state
Applied Medico- Generall
G-AMS-600001 |Valitas Health Services, Inc. PP i 1/1/2022 - 1/1/2023 | Claims made |with lowest $500k $24 M no 1/1/2021 E y.
Legal Solutions . equal to limits
in PA
Varies by state
Applied Medico- Generall
G-AMS-600001 |YesCare Corp PP . 1/1/2023 - 1/1/2024 | Claims made |with lowest $500k $17M no 1/1/2021 - y.
Legal Solutions - equal to limits
in PA
Generally $1 M
but variif b cEneEly
6797138 Valitas Health Services, Inc. Lexington 1/1/2012-1/1/2013 | Occurance y $35M no equal to limits
state. Aslow as
; amount
$250kinIN.
500k 1.5 M per Limited to certain Philadelphia
6796367 Valitas Health Services, Inc. Lexington 8/31/2012 - 8/31/2013| Occurance $ ] $ . -p yes none . P
(physicians only) physician locations.
1.5 Mper
Generally $500k hm M
6796728 Valitas Health Services, Inc. Lexington 9/1/2012 - 1/1/2013 | Occurance | perdoctor/$1 M non-ohysician yes none PA only
non-physician
others

insureds
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Generally $1 M
but variij b Generally
6797138 Valitas Health Services, Inc. Lexington 1/1/2013-1/1/2014 | Occurance y $35M no equal to limits AZ excluded
state. Aslow as
) amount
$250Kk in FL.
500k 1.5 M per Limited to certain Philadelphia and
6796367 Valitas Health Services, Inc. Lexington 8/31/2013 - 8/31/2014| Occurance $ R $ R Ap yes none ) X P
(physicians only) physician Pittsburgh locations.
Generally $1 M
but varies by Generally
6797600 Valitas Health Services, Inc. Lexington 1/1/2014-1/1/2015 | Occurance | state. Aslos as $48 M no equal to limits AZ excluded
$250k in IN and amount
FL.
500k 1.5 M per Limited to certain Philadelphia and
6796367 Valitas Health Services, Inc. Lexington 8/31/2014 - 3/1/2016 | Occurance $ . $ K Ap yes none . K P
(physicians only) physician Pittsburgh locations.
Generally $1 M
per contractor but|
varies in some Generally
6797914 Valitas Health Services, Inc. Lexington 1/1/2015-1/1/2016 | Occurance states, $48 M no equal to limits AZ excluded
particularly FL amount
and IA where
$250Kk
Varies by state
from $250k to $3
M w/ agg. limit for
allinsured usually] $22 M- Some
== o Generally
) . . twice indiv. limit | states exempt T
4-100092 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2016 - 1/1/2017 | Occurance o no equal to limits AZ excluded
or more. from Agg. Limits
. Ty amount
(Incident limits cap
cappedat$2 M
until agg SIR
satisfied.)
Varies by state
from $250k to $3
M w/ agg. limit for
allinsured usually| $22.5M-Some
twice indiv. limit | states exempt Generally
4-100159 Valitas Health Services, Inc. Lone Star Alliance | 1/1/2017-1/1/2018 | Occurance - = p no equal to limits AZ excluded
or more. from Agg. Limits
= —= amount
(Incident limits cap
capped at $2 M
until agg SIR
satisfied.)
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4-453668

Valitas Health Services, Inc.

Lone Star Alliance

1/1/2018 - 1/1/2019

Occurance

Varies by state

allinsured usuall

from $250k to $3
Mw/ agg. limit for

y| $24M-Some

twice indiv. limit

states exempt

ormaore.

from Agg. Limits

(Incident limits
capped at$2 M

until agg SIR
satisfied.)

cap

Generally

equal to limits
amount

4-454719

Valitas Health Services, Inc.

Lone Star Alliance

1/1/2019 - 1/1/2020

Occurance

Varies by state

from $250k to $3

Mw/ agg. limit for
allinsured usually] $21M-Some

twice indiv. limit

states exempt

ormore.

from Agg. Limits

(Incident limits

cap

capped at $2 M
until agg SIR
satisfied.)

Generally

equal to limits
amount

AZ excluded

4-455844

Valitas Health Services, Inc.

Lone Star Alliance

1/1/2020 - 1/1/2021

Occurance

Varies by state
from $250k to $3

Mw/ agg. limit for
allinsured usually] $21M-Some

twice indiv. limit

states exempt

ormaore.

from Agg. Limits

(Incident limits

cap

capped at$2 M
until agg SIR
satisfied.)

Generally

equal to limits
amount

AZ excluded

4-455388

Valitas Health Services, Inc.

Lone Star Alliance

Tail policy for 1/1/2020
- 1/1/2021 policy
period allowing
reporting to 7/1/2021

Occurance

Varies by state
from $250k to $3

Mw/ agg. limit for
allinsured usually

$21 M -Some

twice indiv. limit

states exempt

ormore.

from Agg. Limits

(Incident limits
capped at $2 M
until agg SIR

cap

satisfied.)

Generally

equal to limits
amount

AZ excluded
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EXCESS POLICIES
Claims Made / _ Aggregate Limits
Policy Number Insured Insurer Policy Period Occurance Type - (Initially available Notes
Policy Limits per policy terms)
B0180C121204 Corizon Underwriters (Beazley) 1/1/2012-1/1/2013 Claims made $10M $10M Underlying $5 M not including costs
Underlying $5 M notincluding costs. AZ
B0180C131204 Corizon Underwriters (Beazley) 1/1/2013-1/1/2014 Claims made $10M $10M ying$ g
and WI excluded.
B0180PD1431204 Corizon Underwriters (Beazley) 1/1/2014 - 1/1/2015 Claims made $10M $10M Underlying $5 M not including costs
Underlying $5 M not including costs.
B0180PD1531204 Corizon Underwriters (Beazley) 1/1/2015- 1/1/2016 Claims made $10M $10M ying$ g
AZ and WI excluded.
Valitas Health Underlying is Lone Star 4-100109.
5-10038 ) Coverys 3/4/2016 - 3/4/2017 Claims made $8M $8M ying -
Services, Inc. Substantially follows form
Valitas Health Underlying is Lone Star 4-453898.
5-10229 i Coverys 3/4/2017 - 3/4/2018 Claims made $8M $8 M ying -
Services, Inc. Substantially follows form
Valitas Health Underlying is Lone Star 4-453898.
5-10262 ) Coverys 3/4/2018 - 3/4/2019 Claims made $8M $8M ying -
Services, Inc. Substantially follows form
3/4/2019 - 7/1/2019 with
Valitas Health an extended reporting - Underlying is Lone Star 4-453898.
005TN000025399 Coverys Claims made 38 M 8M
Services, Inc. L period until 7/1/2021 with $ $ Substantially follows form
no increase in limits
Valitas Health Underlying $5 M per claim not includin
HPS0000015 ) Nationwide/Scottsdale 1/1/2016 - 1/1/ 2017 Claims made $10M $10M ying$ P g
Services, Inc. costs. AZ and WI excluded.
Valitas Health Underlying $5 M per claim not includin
HPS0000036 , Nationwide/Scottsdale | 1/1/2017-1/1/2018 | Claims made $10M $10M ying $5 Mp g
Services, Inc. costs. AZ and WI excluded.




Services, Inc.
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Valitas Health Underlying $5 M per claim not includin
HPS0000058 - Nationwide/Scottsdale 1/1/2018 - 1/1/2019 Claims made $10M $10M ying $ g s
- Services, Inc. costs. AZ and Wl excluded.
Underlying $2 M per claim not including
Valitas Health costs with $2M aggregate and then
HPS0000093 ~ERSTEH | Nationwide/Scottsdale | 1/1/2019-1/1/2020 | Claimsmade | $10M $10 M el
Services, Inc. $5M per claim with no aggregate. AZ
and Wi excluded.
Generally, underlying $2 M per claim
notincluding costs with $2M aggregate
Valitas Health and then $5M per claim with no
HPS0000146 - Nationwide/Scottsdale 1/1/2020 - 1/1/2021 Claims Made $10M $10 M S5Mp
- Services, Inc. aggregate. Also excess of lronshore
policy #004334400 and then with $4M
aggregate cap. AZ excluded.
Generally, underlying $2 M per claim
notincluding costs with $2M aggregate
Valitas Health and then $5M per claim with no
HPS0000232 - Nationwide/Scottsdale 1/1/2021 -1/1/2022 Claims Made $10M $10M S5Mp

aggregate. Also excess of l[ronshore
policy #HC7AAB65W8001 and then
with $4M aggregate cap. AZ excluded.
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Explanatory Notes and Contentions from Certain Insurance Companies Related to Schedule 2
and Their Policies

Coverys’ Specialty Insurance Company (“Coverys”’) makes the following contentions:

Coverys, an Insurance Company that provided certain insurance policies to the Debtor or its
predecessor, contends that each of the Coverys policies contains clauses prescribing the contractual
rights and obligations of Coverys and its insureds. Coverys also contends that the Coverys policy
005TN000025399 was in effect from 3/4/2019 until cancellation effective 7/1/2019. Additionally,
Coverys contends that an “Extended Reporting Period” was issued for the period 7/1/20190-7/1/2021,
but that endorsement did not extend the policy period beyond 7/1/2019 and did not increase or
supplement the applicable limits of liability. Coverys also contends that its four policies had limits,
respectively, of $8.000,000 per Claim (not per “Incident”) and $8.000,000 in aggregate limits. Coverys
also contends that the 2017 and 2019 policies were eroded by payment of claims prepetition and
coverage released for such claims. Coverys also contends that Lone Star, another insurer assigned a
separate policy number, 40455388, to its “tail” for 7/1/2019 to 7/1/21, and that L.one Star has separate
limits of liability for its “tail.” Coverys contends that, nonectheless, the Coverys’ extended reporting
endorsement discussed above does not have separate limits. Rather, according to Coverys, the insured
received two additional years to report certain claims to Coverys, and the $8.000,000 aggregate limit
for the policy as issued with a 3/4/2019 inception date was the limit available for the policy period and
tail. Additionally, Coverys contends that no Coverys policy “follows form” to Lone Star’s tail —

meaning, according to Coverys, that the Coverys policed did not follow all of the terms of the
underlying Lone Star Policies or that there are additional or conflicting terms in the Coverys policies.

Lexington Healthcare (“Lexington”) makes the following contentions:

Lexington, an Insurance Company that provided certain insurance policies to the Debtor or its
predecessor, contends the following:

An Endorsement to each of the Lexington Healthcare liability policy numbers 6797138 (eff. 1/1/12-
1/1/13), 6797138 (eff. 1/1/13-1/1/14), 6797600 (eff. 1/1/14-1/1/15), 6797914 (eff. 1/1/15-1/1/16) each

provide for a Retrospective Premium obligation and each such Endorsement includes the following
language:

If the First Named Insured fails to pay any additional premiums owed
under this endorsement, then we [Lexington] shall subtract such
additional premiums from any outstanding future loss payments under
this policy. (Emphasis added).

Lexington may take the position that Claimant’s potential recovery from these policies is adversely
effected or eliminated by this Endorsement.

Additionally, Lexington advises that the list of Lexington policies in Section 2 of this Disclosure
Statement does not include all policies that Lexington has ever issued to the Debtor and its
predecessors, but there are no claims known to Debtor now pending that are believed to be covered
under policies not listed. Further, while the list of Lexington polices presents the Debtor’s
understanding as to aggregates for the Lexington Policies, Lexington advises that it calculates some
difference as to certain of the listed aggregates for certain of the Lexington Policies. All parties’ rights
are reserved with respect to these amounts.

[=
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Explanatory Notes and Contentions from Certain Insurance Companies Related to Schedule 2
and Their Policies

Potential Additional Policies:

The Tort Claimant’” Committee has received information that suggests there may be additional
policies that might be available to respond to claims against the Debtor but the Tort Claimant’s

Committee has not been able to verify the existence or terms to these policies at this time. Those
potential additional policies may be identified as the following:

e Lexington Policy No. 6440014 (eff. 10/1/09-10/1/10); Occurrence-based. Limits of $1m:;
$3m. Policy Aggregate of $25.806,990
e Lexington Policy No. 6440014 (eff. 10/1/10-1/1/12); Occurrence-based. Limits of $1m; $3m.

Policy Aggoregate of $30.999.879

Older ASG Policies (no copies currently available)

Lexington Policy 6801364 (eff. 1/1/02-1/1/03)
Lexington Policy 6791649 (eff. 1/1/03-1/1/04)
Lexington Policy 6791416 (eff. 1/1/04-1/1/05)
Lexington Policy 6793309 (eff. 1/1/05-1/1/06)
Lexington Policy 6793839 (eff. 1/1/06-1/1/07)
Lexington Policy 6795042 (eff. 1/1/08-1/1/10)
Lexington Policy 6440015 (eff. 1/1/10-1/1/12)

® | | |0 [0 |0 |0

PA Only Policies (physicians only)

e Lexington Policy 6796367 (eff. 8/31/09-8/31/10); Occurrence. Limits of $500k per
physician; $1.5m per physician aggregate

e Lexington Policy 6796367 (eff. 8/31/10-8/31/11); Occurrence. Limits of $500k per
physician; $1.5m per physician aggregate

e Lexington Policy 6796367 (eff. 8/31/11-8/31/12); Occurrence. Limits of $500k per
physician; $1.5m per physician aggregate

PA Only Policies (ASG)

e Lexington Policy 6796366 (eff. 9/1/09-9/1/10); Occurrence. Limits of $500k per physician;
$1.5m per physician aggregate; $1m Non Physician; $2m aggregate

e Lexington Policy 6796728 (eff. 9/1/10-9/1/11); Occurrence. Limits of $500k per physician;
$1.5m per physician aggregate; $1m Non Physician; $2m aggregate

AZ Only Policies

e Lexington Policy No. 9389853 (eff. 3/4/13-3/4/14); Claims Made. Limits of $10m; $10m.
$50K SIR

e Lexington Policy No. 6797662 (eff. 3/4/14-3/4/15); Claims Made. Limits of $10m; $10m.
$50K SIR

e Lexington Policy No. 6797964 (eff. 3/4/15-3/4/16); Claims Made. Limits of $10m; $10m.
$50K SIR (Agg limit exhausted)
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Explanatory Notes and Contentions from Certain Insurance Companies Related to Schedule 2
and Their Policies

Older Physicians and Surgeons Policies (ASG)

e Lexington Policy No. 6801415 (eff. 9/1/03-9/1/04); Claims Made. Limits of $500k; $1.5m
aggregate

Potential Corrections as to Policy Aggregate Limits:

The Tort Claimant’ Committee has received information that suggests that the schedule above may
incorrectly describe the Aggregate Limits amounts with respect to two of the policies listed. The

Tort Claimant’s Committee has not been able to confirm this information at this time. The
information received suggests the following identified policies have Aggregate Limits as indicated
below:

e Lexington Policy No. 6797138 (eff. 1/1/13-1/1/14) - $38.533.977 Policy Aggregate
e Lexington Policy No. 6797600 (eff. 1/1/14-1/1/15) - $46.163,209 Policy Aggregate

65478630 v1-WorkSiteUS-000002/3660

|w



Case 23-90086 Document 1788-9 Filed in TXSB on 11/04/24 Page 10 of 10

Summary Report:
Litera Compare for PDF 11.3.0.46 Document comparison done on 11/4/2024
8:43:16 AM

Style Name: Default Style

Original filename: (Original) Filed Schedule 2.pdf

Modified filename: (New for Redline) - Schedule 2.pdf

Changes:
Add 10
Delete 11

16

Total Changes: 37




