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UNITED STATES BANKRUPTCY COURT
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) Chapter 11 R % /4 P éffu"/f
In Re: ) AL "y p
) CaseNo.01-10779-SA 7435/ 18
FURRS SUPERMARKETS, INC.. ) U, \Foup,
) No Hearing Date #
Debtor. }
)

FINAL FEE APPLICATION FOR ALLOWANCE OF COMPENSATION AND
REIMBURSEMENT OF EXPENSES TO DELOITTE CONSULTING L.P. AND
DELOITTE & TOUCHE LLP, AS FINANCIAL ADVISORS AND REORGANIZATION
CONSULTANTS TO THE OFFICIAL UNSECURED CREDITORS COMMITTEE FOR
THE PERIOD OF SEPTEMBER 1 THROUGH OCTOBER 31,2001 AND
FEBRUARY 21, 2001 THROUGII OCTOBER 31, 2001

Name of Applicant: Deloitte Consulting 1..P. and
Deloitte & Touche LL.P

Authorized 1o Provide Professional Services to: Unsccured Creditors Committee
Date of Retention: Ettective February 21, 2001

Period for which Compensation

and Reimburscment is sought: February 21, 2001 through October 31, 2001
9/1/01 —10/31/01 2/21/01 - 10/31/01

Total Professional Service Fees sought

as actual, reasonable, and necessary: $ 29.939.00 $ 1.004,640.00

Total of Expense Reimbursement sought

as actual, reasonable. and necessary: $ 0.00 $ 39.780.88

New Mexico Gross Receipts Tax 5% $ 1.496.95 $ 52.221.04

[.ess: Amount paid on an Interim Basis: h) ~_0.00 $ _ 0.00

Net Amount requested 3 31,435.95 $ 1.096.641.92

This is an: interim X final application

This is the Applicant’s (as defined herein) Final Feec Application (the “Application™. The Applicant’s
First Interim Fee Application, in the amount of $1,065,205.97, was filed on October 4, 2001 and covered
the period from February 21, 2001 through August 31, 2001. The Final Fec Application and Applicant’s
First Interim Fee Application are sometimes collectively referred to herein as the “Applications.” No
amounts have been awarded by this Court or paid to the Applicant pursuant to the Applications.
Accordingly, the Applicant hercby requests fees, expenses, and New Mexico Gross Receipts Tax in the
total amount of $1,096.641.92. A summary of all fees, expenses. and New Mexico Gross Receipts Tax
rsuant to the Applications is presented herein in Exhibit I - Application.
e ‘,?’)
\\..;
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In Re:

UNITED STATES BANKRIUIPTCY COURT

DISTRICT OF NEW MEXICO

FURR’'S SUPERMARKETS, INC.,

Debtor.

R "

Chapter |1

Case No. 01-10779-SA

No Hearing Date

FINAL FEE APPLICATION FOR ALLOWANCE OF COMPENSATION AND
REIMBURSEMENT OF EXPENSES TO DELOITTE CONSULTING L.P. AND
DELOITTE & TOUCHE LLP, AS FINANCIAL ADVISORS AND REORGANIZATION
CONSULTANTS TO THE OFFICIAL UNSECURED CREDITORS COMMITTEE FOR
THE PERIOD OF SEPTEMBER 1 THROUGH OCTOBER 31, 2001 AND
FEBRUARY 21, 2001 THROUGII OCTOBER 31, 2001

Hours Fees
Billing  First Fee App. Interim Period Tutal First Fee App. Interim Period Total

Name Position Rate (2721-831)  (%1-10/31) (2721 - 1O/31) (21-8/31)  (WE-10/31) (2721 - 1031

Anthony Forcum  Partner $600 158.1 4.7 162.8 $ 9486000 S 282000 S 97.680.00
Ben Bamett Partner $395 98.2 235 121.7 38.789.00 9.282.50 48.071.50
Ed Lynch Partner )35 22 - 22 86G.00 - 869,000
Joe Wells PPartner 3395 297 - .7 11.731.50 - 11.731.50
John Sulomon Sr. Manager 3350 2548 10.0 2018 89.180.00 3.500.00 92.680.00
JTohn Titele'"! Sr. Manager $350 3079 4.7 e 107,754.50 1.645.00) 109.399.50
Tulia Cunningham ~ Sr. Manager 5350 0.5 - 0.5 175.00 - 175.00
John Little'" Manager $315 3322 13.3 35,5 104.627.25 1.189.50 L08.816.75
Kyle Redteam Manager $318 2577 - 257.7 81.175.50 - 81.175.50
Steve Henenson Manager €318 20 - 20 630.00 - 630.00
Tom Mason'" Manaper $315 276.1 - 276.1 86.955.75 - 86.955.75
Brian Convery Sr. Consultant %360 495.3 - 4953 178.308.00 - 178.308.00
Anthony Jackson  Consuliant $180 399.2 16.4 4156 71.856.00 2.952.00 74.808.00
Mathew Pierre Consultant 5180 118.5 - 118.5 21.330.00 - 2133000
Michae! Finley Consultant 5180 1109 - 1109 19.962.00 - 19,962.00
Rachel Pack Consultant $180 525 - 325 9,150.00 - 9,450.00
Ryan Milter Consultant $180 15.5 - 15.5 2.790.00 - 2.790.00
Toby Ware Consultant $180 1055 - 1y5.5 35.190.00 - 35,190.00
Brigitte Scott Paraprof. £100 188.8 55.5 2343 18.880.00 5.550.00 24.430.00
Jeri Mailander Proj. Coord. S125 1.5 - 1.5 187.50 - 187.50
Total Professional Fees and Hours 3,297.0 128.1 3425.1 S 97470100 S 2993900 § 1,004.640.00

il

Blended Rate per Hour

S 29564 S

lees above, effectively reducing hoth the total hours and fees. This in essence creates a fee redugtion for the Deblor.

233.72

3 293.32

The professional fee and hour amounts reflect rounding diftercnces of .1 hours and $42.00, This amount has been removed from the total professional
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF NEW MEXICO

) Chapter 11
in Re: )
) Case No. 01-10779-SA
FURR’'S SUPERMARKETS, INC., )
) No Ilearing Date
Debtor. )
)

FINAL FEE APPLICATION FOR ALLOWANCE OF COMPENSATION AND
REIMBURSEMENT OF EXPENSES TO DELOITTE CONSULTING L.P. AND DELOITTE &
TOUCHE LLP, AS FINANCIAL ADVISORS AND REORGANIZATION CONSULTANTS TO

THE OFFICIAL UNSECURED CREDITORS COMMITTEFE, FOR THE PERIOD OF
SEPTEMBER 1 THROUGH OCTORBER 31,2001 AND
FEBRUARY 21, 2001 THROUGH OCTOBER 31, 2001

Come now Deloitte Consulting L.P. and Deloittc & Touche LLP (collectively, for purposes of this
Application only “Deloitte™ or the “Applicant™), move pursuant to sections 330 and 331 of Title 11 of the
United States Code. 11 U.S.C. §§101 et seq. (the “Bankruptcy Code™) and Bankruptcy Rule 2016 and the
Guidelines for Compensation and Expense Reimbursement of Professtonals of the United States Bankruptcy
Court for the District of New Mexico for an order awarding final compensation for professional services
rendered as Financial Advisors and Reorganization Consultants (o the Official Unsecured Creditors Committee
(the “Committee™) for the period of February 21, 2001 through October 31, 2001 (the “Application Period™).

In support of this Application (the “Application™). the Applicant represents as follows:

Background
1.  On February 8, 2001 (the “Petition Date™), the Debtor tiled a voluntary petition for relief under
Chapter 11 of Title 11 of the Bankruptcy Code (the “Code™ or the “Bankruptey Code™). Following the Petition
Date, the Debtor intends to continue in the possession of its respective properties and the management of its
respective businesses as debtor in possession pursuant to Sections 1107 and 1108 of the Bankruptcy Code,
2. No trustee or examiner has been appointed in this case. The Committee was appointed by the

United States Trustec under Section 1102 of the Bankruptcy Code on or about February 13. 2001. On February
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21, 2001. at a scheduled meeting of the Committee, at which all members were present, and pursuant to the
provisions of Section | 103 of the Bankruptcy Code, the Committee selected and authorized the retention and
employment of Deloitte to serve as its Financial Advisors and Reorganization Consultants.

3. This Court has jurisdiction over this Application pursuant to 28 U.S.C. §§ 157 and 1334, Venue of
this casc and this Application in this district is proper pursuant to 28 LL.S.C. §§ 1408 and 1409. The statutory
predicates for the reliel sought herein are §§ 328 and 1103 of the Code, as supplemented by Rule 2014 of the
Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules™).

4. A letter approving the employment application (the “Retention |.etter™). dated June 14, 2001 and
eftcctive as of February 21, 2001, authorized the retention of Deloitte to render the services described in
Exhibit II and herein.

Overview of Services Performed by Deloitte

5. Inits capacity as financial advisors and reorganization consultants to the Committee, the Applicant
rendered significant services to the Committee that were beneficial to the completion of this Chapter ||
proceeding at the time the services were rendered.! The Applicant provided analysis, observations,
rccommendations, and advice on many critical matters throughout its work for the Committee. as requested and
directed by the Committee and its counsel, Pepper Hamilton LLP and Davis & Pierce P.C. Some of the tasks
charged to the Applicant by the Committee arose from concerns by the Cotmmittee members about the ultimate
cost to the Estate, and consequently, the recovery to unsecured creditors, of proposed courses of actions of the
Debtor.

6.  One of the first significant issues to face the Committee related to the Debtor’s final hearing on its
proposed DIP financing arrangement. The Committee was primarily focused on whether the proposed facility
would provide the Debtor with adequate liquidity to operate its business in a manner that would maximize the
going concern value of the Debtor’s business. Working with the Debtor and certain of its advisors. the

Applicant reviewed and challenged the Debtor’s DIP forecast. developed sensitivity analyses related to certain

I In accordance with 11 U.S.C. § 330(a)}3NC)



critical assumptions underlying the forecast, reviewed and assessed the Debtor’s short term business and
operating plan. and investigated alternative financing options (including a trade lien). Thesc eftorts provided
the Applicant and the Committee with a baseline understanding of the Debtor’s expected short term operating
prioritics, liquidity requirements and management challenges. Another of these issues involved the many
versions of the Debtor’s proposed Key Employee Retention Plans. Another issue involved the compensation
schemes involving the Debtor’s proposed crisis managers. The Applicant reviewed and analyzed the Key
Employee Retention Plans and other proposed compensation arrangements, including Retention, Severance and
Bonus Plans that were proposed initially by the Debtor’s management tecam and subscquently the crisis
management team. These analyses were used by the Committec in its attempts to gain an understanding of the
Debtor’s propased compensation plans. including the perceived excessive nature of certain of these proposed
arrangements. The Applicant assisted the Committee in its analysis. deliberations. and development of
objections to the proposed Key Employee Retention Plans and other compensation schemes, in their various
forms, in order to preserve and maximize the Estate and attempt to sccure a recovery tor the unsecured
creditors in this case.

7. For a variety of reasons, the Committee and it advisors were concerned about the viability of the
Debtor as an on-going enterprisc from the beginning of the case. Healthy skepticism was voiced on numerous
occasions to Debtor management regarding the Debtor’s ever-changing business plans as well as the 19-week
cash flow projections proffercd by the Debtor at the outset of this Chapter 11 proceeding. The Committee and
the Applicant and its other advisors continually assessed and evaluated the capability and probability of the
Debtor’s management team to successfully reorganize the affairs of the Debtor as a going concern. On
numerous occasions the Committee considered potential action steps to be taken by the Committee if it was
determined that the Debtor’s management team was not capable of operating its business in a manner that
maximized the value of the Cstate for all creditors. As part of this cvaluation process, the Applicant spent a

significant amount of time analyzing and performing due diligence on the Debtor’s financial projections,



business and operating plans. management and ongoing financial performance. This information and analysis
was provided to the Committec on a frequent basis as input to decision making processes.

8. As part of this analysis, the Applicant performed a detailed valuation of the Debtor as a going
concern and an estimate of liquidation value. This work included duc diligence on the Debtor's operations as
well as an analysis of the Debtor’s industry comparables. In addition. other pertinent information and data
were gathered that were useful in evaluating the Debtor’s market value under a variety of scenarios. The
Applicant’s valuation work on the value of the Debtor as a going concern was requested by the Committee and
the results of this work was delivered to the Committee prior to the retention by the Committee of investment
bankers. Upon the engagement of the Commiittee’s investment bunking advisors, the results of the work
performed to date was immediately shared with the investment bankers to facilitate their “getting up to speed”
quickly on the case.

9.  Given the Committee’s ongoing significant concerns about the Debtor’s liquidity position and
results of operations, the Applicant continuously monitored the financial performance of the Debtor and kept
the Committee informed weekly through the dissemination of flash reports. The Applicant’s work was
performed to assist the Committee in making a variety of decisions at critical times during the pendency of
these proceedings.

10. The Applicant worked diligently, at the dircction of the Committee and its counsel, to assist the
Committee in obtaining a recovery for the unsecured creditors. One area of potential recovery to the
unsecured creditors at one point in the case was the value of the Debtor’s real estate leases. On information and
belief, these leases appeared to be unencumbered and to the extent that the market value of these leascs
exceeded the “cure costs™ associated with these leases, would inure to the benefit of the unsecured creditors.
‘The Application spent a significant amount of time performing a comprehensive valuation of all of the Debtor’s
5] supermarket operating leases, three office operating leases. 22 capital leases. one owned property, and three
industrial warehouse spaces in the Ll Paso area used for distribution purposes. Substantial due diligence

activities and site visits were conducted as part of the Applicant’s valuation approach as required by the
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applicable real cstate appraisal guidelines in place in both New Mcxico and Texas. The Applicant concluded
that the leases and real property in question had market value far greater than the sum estimated by the Debtor’s
financial advisors. Not only were the valuation services rendered in an cxpeditious and cost effective manner,
but also the Applicant was asked to prepare to testify relative to its work and conclusions and/or be available by
telephone at the Court’s discretion. The significant market value determined by the Applicant to exist within
the Debtor’s real estate portfolio was very relevant to the Committee’s activities and decision making processes
at the point in the case at which the Applicant was directed to pertorm the aforementioned services.

11.  Asistypical at the beginning of almost all Chapter 11 cases, upon its formation, the Committee
needed a great deal of information and financial analysis quickly to assist the Committee in certain immediate
decision-making processes. This case was no different. Immediately upon its sclection as financial advisors
and reorganization consultants to the Committee, the Applicant devoted substantial resources to fulfilling this
necd for information during the early phases of this case. As is also the case in the carly days of many Chapter
11 cases, the Committec did not initially obtain from the Debtor or its advisors the timely and accurate
information nceded in order to make the appropriate and necessary decisions on the part of its constituency.
Accordingly, the Applicant was tasked by the Committee and its counsel to gather as much of the needed
information as possible and create the desired analyses independcently,

12, Throughout the pendency of this case, the Applicant added value to the work of the Committee by
providing detailed analyses and insight on matters facing the Committee. Monthly Committee meetings were
held during the case at which the Applicant made meaningful and valuable presentations. These presentations
required a great deal of work in a limited time frame. Without the Applicant’s work, the Committee would not
have been able to complete its charge in representing the interests ot the Debtor’s unsecured creditors.

13.  This Application is made by Deloitte in accordance with the United States Trustee Guidelines for
Compensation and Reimbursement of Expenses Filed under U.S.C. §330, Federal Rules of Bankruptcy
Procedure, Rule 2016(a). the L.ocal Bankruptcy Rules of the United States Bankruptcy Court for the District of

New Mexico, the Clerk’s Practice and Procedure Guide, and this Court’s February 15, 2001 Order Prescribing
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notice on Debtor’s Applications to retain Skadden, Arps, Slate, Meagher & Flom LLP, Jacobvitz, Thuma &
Walker, and PricewaterhouseCoopers, LLP (the “February 5 Order Prescribing Notice™). the Notice of
Preliminary and Final Hearings on Professional Fee Applications. and of Deadline to File Professional Fee
Applications to Obtain a Final Hearing in January, 2002 (the “October 25 Notice™). and other orders of this
Court. The February 15 Order Prescribing Notice provided that professionals in this case should submit their
invoices on a monthly basis to the Dcbtor for payment. If there were no objections to such invoices. 75% of the
fees, 100% of its out-of-pocket expenses, and 100% of gross reccipts or use tax were to be paid by the Debtor.
Although such invoices were submitted, no such invoices have been paid by the Debtor.

14.  The Applicant filed its First Interim Application on October 4. 2001 for the period February 21
through August 31. 2001, and sought approval of fees of $974,701.00, cxpenses of $39,780.88, and New
Mexico Gross Receipts Tax of $50,724.09 for a total request of $1.065,205.97.

15.  'This Application requests compensation for professional services, and reimbursement of expenses
and New Mexico Gross Receipts Tax for the period from September | through October 31, 2001, which
represents the period subsequent to the First Interim Application period. The Applicant requests an award of
$31.435.95 for professional services fees, expenses and New Mexico Gross Receipts Tax incurred on behalf of
the Committec during the period from Sceptember 1 through October 31, 2001. In addition. the Applicant also
requests payment of the total amount of the First Interim Fee Application of $1,065.205.97. A Summary of all

fees and expenses in this case is presented herein below:

Fees Fees Paid Expenses Expecnses Paid  New Mexico Balance Due To
Requested To-Date  Requested To-Date Gross Receipts Applicant
Tax 5%
First Interim $974.701.00 $0.00 $39,780.88 $0.00 $50,724.09 $1.065,205.97
Application
2/21/01 - 8/31/01
Final Fee $29.939.00 $0.00 £0.00 $0.00 $1.496.95 $31,435.95
Application
9/1/01 — 10/31/01
TOTAL $1.004.640.00 $0.00 $39,780.88 $0.00 $52,221.04 $1.096,641.92
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Guidelines for determining reasonablc compensation

16. The United States Court of Appeals for the Tenth Circuit In Re: Lederman Enterprises, Inc. v. U.S.

Trustee, 997 F.2d 1321 used guidelines for determining reasonable attorney and trustee fees for services

rendcred in bankruptcy and reorganization cases as established by the opinion of the United States Court of

Appeals for the Fifth Circuit In Re: Johnson v. Georgiu Highway Express, Inc., 488 F.2d 714. 717-19 (5th

Circuit. 1974). These guidelines were later applied to other professional’s fees by the Fitth Circuit In Re: First

Colonial Corporation of America. 544 F.2d 1291 (1977) and in subsequent opinions of the Court of Appeals

for the Fifth Circuit. The application of each of these guidelines to this casc is discussed as follows:

a.

The time and labor required — In rendering the services described herein between September |

and October 31. 2001, Deloitte expended a total of [28.] hours and a total of 3,425.1 tor the
period from February 21 through October 31, 2001. Deloitte has pertormed and completed
only that work necessary during the two-month period described above to substantially finalize
the tasks and activities underway on behalf of the Committee at the end of August. Lach
professional’s time is summarized by onc-tenth of an hour for work performed and is detailed
in Exhibit IV, Similar detail by professional for the period February 21 to August 31, 200t
was presented as Exhibit 1V to the Applicant’s First Interim Fee Application and is
incorporated by reference herein. A statement of the services rendered is set forth as Exhibit
[11. In addition to the description of services provided, Exhibit V provides a summary of the
hours spent and time charges for each activity category for the Application Period. The
Applicant charges on an hourly basis for these services, and there are no monthly retainers or
commissions to be paid.

The skills requisite to perform the accounting and consulting services properly - The

professionals who worked on this case have demonstrated the skill in their respective fields
required to provide the services necessary to benetit the Estate and assist throughout this

proceeding. The professionals employed by the Applicant have spent considerable time over
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the past several years in developing and refining bankruptcy and reorganization experience,
financial analysis capabilities, broad-based business experience, and expertise in financial
statement modeling and forecasting.

The Customary Fees - The fees requested herein genecrally do not exceed those charged to our
non-bankruptcy clients. Upon the Applicant’s knowledge and belief, rates sought for approval
hercin are commensurate with, or less than, the usual and customary rates gencrally charged for
services performed by accountants and financial advisors in bankruptcy cases of this nature.

Whether the fee is fixed or contingent - The Applicant’s fees for performing services on behalf

of the Debtor in this casc are fixed at the hourly rates noted in Exhibit VI and are not
contingent on the results achieved. However, the Applicant’s Fees are contingent upon
approval of the Court.

The amount involved and the results obtained - The following is a summary of the significant

service and accomplishments the Applicant has performed and achieved for the Debtor during
the Application Period. The Applicant has consulted with the Commeittee and its Counsel, the
Debtor, its Counsel, the Secured Lender, other parties, and has made appearances or prepared
to appear at hearings at this Court in connection with financial, real estatc, accounting and
other matters relating to reviewing the Debtor’s cash flow projections under various scenarios.
the DIP financing agreement, leasehold values, the Key Employee Retention Plan ("KERP™),
retention of investment bankers, and valuation of the Debtor’s assets. See also "“Overview of
Services Performed by Deloitte.”

The experience, reputation, and ability of the accountants - The Debtor selected Deloitte due to

the experience and expertise of its professionals. The senior members of the active team on the
engagement arc Anthony Forcum, Ed Lynch, Ben Bamett, and John Tittle. Jr. Mr. Forcum,
Mr. Lynch, Mr. Barnett, and Mr. Tittle have extensive experience in the operation and

financing of public and private companies as well as business turnarounds. reorganizations, real
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estate issues, bankruptcies and litigation support. (Brict biographies of certain of the
Applicant’s personnel involved in this engagement are included as Exhibit VIII). John Little
served as manager on this engagement. Over the past several years, professionals employed by
the Applicant have been involved in numerous bankruptcy cases and are extremely
knowledgeable with respect to the specialized work and analyses required in a Chapter 11
proceeding, including. but not limited to. assistance with negotiations. financial analysis,
forecasting. valuation, and expert witness testimony.

The undesirability of the case - The Appficant belicves that this factor is not material.

Awards in_similar cascs - The fees applied for herein are based on hourly rates that are
customary tees charged to all clients of the Applicant. Upon information and belicf. the
Applicant would show that the amount of compensation requested herein is comparable to
allowances made by the Bankruptcy Courts in numerous other cases.

The ctficicnt administration of the Estate - A portion of the services in this case were rendered

by consultants and other personnel, in accordance with the policy of the Applicant to assign
work, whenever possible, to those persons who have the degree of experience and
specialization to perform efficiently and properly the services required. under the supervision
of even more experienced professionals. The average hourly billing rate charged by the
Applicant reflects the utilization of senior professionals, only as required by these cases.
However, every effort has been made to hold the consulting fees of this estate to a reasonable
amount, given the level of work performed.

The avoidance of duplicate fees or compensation for non-legal services - To the best of the

Applicant’s knowledge and belief, therc has been no duplication of accounting or consulting
services between the Applicant and any other accountants or consultants of the Bankruptcy

Estate.



17.  Other than as provided in section 504(b) of the Bankruptcy Code, Deloitte has not shared. or agreed
to share, any compensation received as a result of this case with any person. firm. or entity. No promises
concerning compensation have been made to Deloitte by any firm. person. or entity.

18. The Applicant asserts that compensation requested above is reasonable compensation for the actual
and necessary services rendered based upon the time, nature, and value of such services. Deloitte further
asserts that the cost of services rendered for and on beha!f of the Committec is comparable to or less than the
cost of similar services in matters other than under the Bankrnuptcy Code.

19.  In accordance with the October 25 Order Prescribing Notice. Deloitte has submitted this Final Fee
Application.

Notice

20.  Notice of this Application has been given to: (a) the Court: (b) the Oftice of the (1S, Trustee:

(c) the Debtor; {(d) counsel of the Debtor: {¢) counsel for the Committee and (f) the post petition DIP lenders.
No Prior Request

21.  Except as disclosed above relative to the First Interim Fee Application, no prior request for the

compensation sought in this Application has been made to this or any other court for the period from September

1, 2001 to October 31, 2001 or the period from February 21. 2001 through October 31, 2001.
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WHEREFORE. Deloitie respectiully requests that the Court grant allowance of compensation for

protessional services rendered by Deloitte Consulting L.P. and Delmtte & T'ouche LLP as Reorganization

Consultants. and Financial Advisors to the Committee during the pendency of this Chapter 11 proceeding

to-date in the amount of $1,096.641.92 less amounts paid on an intcrim basis of $0.00. and that the Debtor

is authorized to pay the Applicant the balance due ot $1.096,631.92, and for such other and further relief

as 15 just,

Dated: ”/, )/8’
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Respectiully submitted,
DELOITTIL CONSULTING 1..P.

Elth()n)-f . Forcufy/ l5ri_ncipal .
6363 N. State Highway. Suite 800
Irving. TN 75038

(212} 436-2924

DELOITTLE & TOUCHE LLP

N

EdJ. Lyach, Phrtner

2200 Ross Avenue, Suite 1600
Dallas, T'X 75201

(214) B40-7691]




CERTIFICATE OF SERVICE

[ hereby certify that a truc and correct copy of the foregoing was scrved on counsel as indicated on the

attached Service List on this day of November, 2001.
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SERVICE LIST
Ron Andazola, Esq.
UNITED STATES TRUSTEE
PO Box 608

Albuquerque, NM 87103-0608

Alan Carr, Esq.

Jay M. Goffman, Esq.

SKADDEN, ARPS, SLATE, MEAGHER & FLOM, LLC
Four Times Square

New York, NY 10036

Richard Levin, Esq.

Peter W. Clapp, Esq.

Jamie L. Edmonson, Esq.

Stephen J. Lubben, Esp.

Amy 8. Park, Esq.

SKADDEN, ARPS, SLATE; MEAGHER & FLOM, LLC
300 South Grand Avenue, Suite 3400

Los Angeles, CA 90071-3144

Robert H. Jacobvitz, Esq.

David T. Thuma, Esq.

JACOBVITZ, THUMA & WALKER, P.C.
500 Marquette NW, Suite 650
Albuquerque, NM 87102

David S. Heller, Esq.

Josef S. Athanas, Esq.

LATHAM & WATKINS

Attorneys for HELLER FINANCIAL, INC.
Sears Towers, Suite 5800

233 South Wacker Drive

Chicago, IL 60606

Paul Fish, Esq.

MODRALL, SPERLING, ROEHL, HARRIS & SISK, P.A.
Local Counsel for HELLER FINANCIAL, INC.

500 Fourth Street NW

Bank of America Centre, Suite 1000

Albuquerque, NM 87103-2168




J 2

Ronald J. Silverman, Esq.

BINGHAM DANA LLP

Attorneys for METROPOLITAN LIFE INSURANCE COMPANY
399 Park Avenue

New York, NY 10022-4689

Jennie Deden Behles (Walley)

J.D. BEHLES & ASSOCIATES

Local Counsel for METROPOLITAN LIFE INSURANCE COMPANY
400 Gold Avenue SW, Suite 400

Albuquerque, NM 87103-0849

William Davis, Esq.

DAVIS & PIERCE, P.C.

201 Broadway S.E.

Post Office Box 6

Albuquerque, New Mexico 87103
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Motion to Retain Deloitte
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UNITED STATES BANKRUPTCY COURT

DISTRICT OF NEW MEXICO
01 MAR T4 PN 3:35
h 1

T Re: ; ¢ P U.5. 1 \l\.ERnﬁEf %R}IRI

) Case No, 01-10779-SA JAR: L
FURR’S SUPCRMARKETS, INC., )

) No Hearing Date

Debtor. )
)

APPLICATION OF CHAIRPERSON OF THE OFFICIAL UNSECURED
CREDITORS' COMMITTEE FOR ORDER PURSUANT TO 11 U.S.C. § 327(a)
AUTHORIZING THE RETENTION AND EMPLOYMENT OF
DELOITTE CONSULTING L.P. AND DELOITTE & TOUCHE LLP
NUNC PRO TUNC TO SERVE AS
FINANCIAL ADVISORS AND REORGANIZATION CONSULTANTS

RICK REHN, Vice-Chairperson of The Official Unsecured Creditors’ Committee
(the “Committee™) of the Debtor herein, for his Application (the ““Application™) For Order
Pursuant to 11 U.S.C. § 327(a) Authorizing the Retention and Employment of Deloitte
Consulting L.P. and Deloitte & Touche LLP (collectively, for purposes of this Application
only, “Deloitte”) to serve as Financial Advisors and Reorganization Consultants to the
Committee nunc pro tunc to February 21, 2001, states as follows:

BACKGROUND

1. On February 8, 2001 (the “Petition Date™), Furr’s Supermarkets, Inc. (the
“Dcbtor™) filed a voluntary petition for relief under Chapter 11 of the United States Bankruptcy
Code (the “Code™). Following the Petition Date, the Debtor intends to continue in the possession
of its respective properties and the management of its respective businesses as debtor in

posscssion pursuant to Sections 1107 and 1108 of the Code.
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2. On or about February 13, 2001. the United States Trustee appointed the

Committee under Section 1102 of the Codc.

3. On February 21. 2001, at a scheduled meeting of the Committee, at which
all of its members were prescnt. and pursuant to the provisions of Section 1103 of the Code, the
Committee selected and authorized the retention and employment of Deloilte to serve as its

Financial Advisors and Reorganization Consultants.

4. This Court has jurisdiction over this Application pursuant 10 28 U.S.C. §§
157 and 1334. Venue of this case and this Application in this district is proper pursuant to 28
U.S.C. §§ 1408 and 1409. The statutory predicates for the relict sought herein are §§ 328 and
1103 of the Code, as supplemented by Rule 2014 of the Federal Rules of Bankruptey Procedure

(the “Bankruptcy Rules”).
RELIEF REQUESTED

5. By this Application, the Committce sceks authority 1o retain and employ
Deloitte as financial advisors and rcorganization consultanis during this chapter 11 casc. pursuant

1o sections 328 and 1103 of the Code, cffective as of the date of its selection of Deloitte,

Fcbruary 21, 2001.

6. The Committee has requested that Deloitte immediately commence work
on this casc in order for Deloitte to assist the Committee in: (i) the Committee’s cvaluation of the
Debtor's proposed debtor in possession (“DIP™) financing arrangements; (ii) the Committee’s
analysis of the Debtor’s proposed kcy employce retention plans: (iii) the Committee's
negotiations with the Debtor to cmploy Trade Liens as a mechanism of financing thc Debtor’s
operations in addition to the DIP; and (iv) as requested by the Commitiee and as agreed to by

Deloitte, consulting/advising in other pending matters in which the Committee has an interest.
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As such, it is imperative that the Application be considered by the Court as cxpeditiousty as
possible.

7. The Committee belicves that the size of the Debtor’s operations and the
complexity of its attendant financial difficulties required the Committee 10 employ a financial
advisor and reorganization consultant to assist the Commitice in gathering and analyzing
financial information and to perform other services as set forth herein. The Committec hereby
requests this Court’s approval of its employment and retention of Dcloitte in this chapter 11 case.
The Committee believes that the employment of Dcloitte will be essential to the resolution of
this chapter 11 case.

8. The Committce has reviewed the qualifications and expcrience of
Deloittc’s personnel and believes that Deloitic has considerable experience in advising creditors
and assisting restructuring companies both inside and outside of chapter 11 cases. For example,
Decloitte has assistcd debtors in addressing issues related to amendments of prepetition secured
financing facilities and restructuring of balance sheets, and has assisted a number of promincnt
companics in bankruptcy and out-of-court restructurings. Furthermore. Deloitte has assisted
secured creditors, unsecured creditors, bondholders. and equity holders in numerous bankrupicy
cascs and out-of-court restructurings. Deloitte is a highly qualified reorganization consultant and
professional services firm whose professionals have substantial experience in projects of this
type. Deloitie’s depth of experience renders it particularly well qualified and uniquely able to
provide services to the Committee during the pendency of this case. Personnel from both
Deloitte Consulting L.P. and Deloitte & Touche LLP will perform scrvices pursuant to Deloitte’s
retention and employment as described in this Application. All of Deloitte’s work will be

supervised by Anthony D. Forcum, a highly experienced Principal of Deloitte Consulting L.P.
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9. The Committee propozes that Deloitte be retained as its financial advisors

and rcorganization consultants in connection with this chapter 11 case on the terms sct forth

herein.

SCOPE OF RETENTION

10.  The Committee contemplates that Deloitte will provide advisory services
and assistance in connection with the restructuring and reorganization of the Debtor’s affairs
throughout the course of this chapter 11 case as the Commiltee or its counsel may request and as

agreed to by Deloitte. Certain of the advisory services and assistance that Deloitte may render to

-

the Commitiee may be summarized as follows;

a) Assist the Committee in connection with assessing the Debtor’s
cash and liquidity requirements. as well as its future financing

requirements;
b) Assist the Commitiee in connection with monitoring the Debtor’s

financial and operating performance, including its stalements of
financial affairs, monthly opcrating reports, ctc.;

c) Assist the Committee in connection with evaluating the Dcbtor’s
businesses and operation, including stability plans. management
retention, business outlook, cic.;

d) Assist the Committee in connection with evaluating the Debtor’s
business, operational, and financial plans, both short-tcrm and

long-term;

¢) Assist the Committee in connection with evaluating the Debtor’s
current operations, executory contracts, capital expenditures, and

cost reduction opportumities;

f Assist the Committee in connection with evaluating the Debtor’s
business configuration, and operational alternatives;

g) Assist the Committee in connection with evaluating restructuring-
rclated alternatives, including tax implications;

-4-
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h) Assist the Commitiee in connection with restructuring-related
negotiations and negotiations concerning plan or plans of

reorganjzation;
i) Adpvise the Committee concerning the Debtor’s claims:

i) Consistent with the scope of services set forth herein, attending and
participating in appearances before the United States Bankruptcy

Court;

k) Assist the Committee, where appropriate, in rcviewing the books
and records of the Debtor for related party transactions and
unenforceable claims; and

h Provide such other related scrvices as may be requested by the
Committee or its counsel and as agreed to by Deloitte.

DISINTERESTEDNESS AND LACK OF ADVERSE INTEREST

11.  To the best of the Committee’s knowledge, and based upon (he affidavit of
Anthony D. Forcum (the *Forcum Affidavit™) and the afTidavit of Ed J. Lynch (the “Lynch
Affidavit.” the Forcum Affidavit and the Lynch Affidavit being hercinafter known collectively as
the “A(lidavits™). neither Deloitte Consulting L.P. nor Deloitic & Touche LLP hold, or represent
any other entity having an interest adverse to the Debtor or its cstate in connection with this casc.
Furthermore, to the best of the Committee’s knowledge, neither Deloitic Consulting L..P. nor
Dcloitte & Touche LLP has any connection with the Debtor, or its significant creditors. the
United States Trustee’s office, or another party in interes! in this chapter 11 case. or with the
Debtor"s attomneys or accountants, cxcept as stated herein or in the Affidavit of Ed J. Lynch of

Deloittc & Touche L.LP or the Affidavit of Anthony D. Forcum of Deloitie Consulting L.P.. as is

fully disclosed in the attached.

(a) As is discussed in more detail in the Affidavits, from timc to time
Deloitie or its affiliates have provided, may currently provide. and may in the future continuc to

providc professional scrvices 1o certain of the Debtor’s creditors or other panties in interest in
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matters unrclated to this chapter 11 casc. A listing of such parties is shown on Exhibit A hereto.
Deloitte provides or has provided audit, tax and consulting scrvices to or involving: (i) certain of
the Debtor’s current financing sources or affiliates, including Bank of America. Credit Sujssc
Group, Finova Group. Fleet Bank (nowl FleetBoston. “Fleet™), Heller Financial. and Wells Fargo;
(3i) certain of the Debtor’s major creditors or its affiliates, including Anderson News Company.,
The Bocing Company. ConAgra Inc. (both of which are major Peloitte clients), Edison Source.
Fleming Companies, Inc. (*“Fleming”), Gencral Mills. Pepsico Inc., Procter & GGamble, Quaker
Oats, Southern Wine & Spirits, and United Food & Commercial Workers Union; (iii) certain of
the Dcinor's professionals. including Skadden. Arps, Slate, Meagher & Flom LLP which also
provides scrvices to Deloitte; and (iv) certain of the Debtor’s current financing sources provide
financing to Deloitte or its individual partners or principals. including Bank of America and
Fleet. Fleet provides financing to Deloitte or its individual partners or principals. Bank of
America is a significant lender to Deloitle or its members. Mctropolitan Life Insurance
Company (“MetLifc”). an equity holder and lender to the Debtor. is a significant client of
Dcloitte to whom Deloitte provides audit, tax, and cerain other scrvices. Fleming, a former
equity holder and creditor of the Debilor, is a signilicant clicnt of Deloittc to whom Deloitic
provides audit, tax. and certain other services. Dcloitte provides Windward Capital Partners,
including its related funds (collectively. “Windward™), transaction support/merger and
acquisition advisory scrvices. Metl.ift is an investor in Windward. eloittc has advised the
Committec that it has not provided services to any of thesc cntities related to the Furr's
Supcrmarkets, Inc. If this Application is approved by this Court. Deloitte will perform such
services requested by the Commitlee relative to matters in this chapier 11 case involving

MetLife. Windward, and Fleming, save and except providing expert testimony at trial in any

6
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adversary proceeding brought by the Committee apainst MetLife. Windward, and/or Fleming.
Deloitte has from time to time been involved with certain of the Debtor’s and Committee’s
professionals in matters unrelated to this case, including Cohcn Wciss & Simon, Pcpper

ITamilton LLP, and Pryor. Cashman. Sherman & Flynn.

(b}  Deloitte believes that the relationships described herein or in the Affidavit
do not cause Dcloitte to lack “disinterestedness™ or to represent an entity having an adverse
intcrest in connection with this case.  Should the Court approve its retention, Deloitte will
maintain its customary confidentiality procedures in connection with services it provides in this
case, and will not, unless specifically authorized by the Court. represent any other party in
connection with this case. Because Deloitte is a nationwidc firm with many client relationships.
and because the Debtor is a very large enterprisc, Dcloitic is unable to state with certainty that
every client relationship or other connection has been disclosed. In this regard if Deloitte

discovers additional information that it determines requires disclosure, it will file a supplemental

disclosure with the Court prompily.

TERMS OF RETENTION

12.  Subject to allowance and approval by this Court. in exchange for the
scrvices summarized above. Deloitte will charge its regular hourly rates in performing the
alorementioned services. These hourly rates at present range from $325 to $600 for partners,
principals and directors. $275 to $550 for senior managcrs. $225 to $480 for managers, $175 to
$360 for senior consultants, and $140 to $250 for consultants, analysts and staff. In the normal

course of business, Deloitte revises its regular hourly rates periodically to reflect changes in

responsibilities. increased experience. and increased costs ol doing business, and Deloitte
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requests that the aforementioned rates be revised to the regular hourly rates that will be in cffect

from time to time. Changes in rcgular hourly rates will be noted on the invoices for the first time
period in which the revised rates become effective.

13.  The Committee believes Deloitte’s fees are comparable with or fower than
those of Deloitte’s competitors. In addition to its fees. subject to Court approval, Deloitte shali
be entitled to reimbursement of all reasonable out-of-pocket costs and disburscments, including,
but not limited to, telcphone and telecopier charges. mail and express mail charges, special or
hand dclivery charges. computer usage, document processing, photocopying charges. travel
expenses, and computerized research as well as any applicable New Mexico gross receipts or usc
1ax.

14.  The Committee has been informed that Dcloitte intends to apply for
compensation for profcssional scrvices to be rendered in connection with this chapter 11 casc and
for reimbursemnent of expenses incurred. in accordance with applicable provisions of the Code,
the Federal Rules of Bankruptcy Procedure, the Local Bankrupicy Rules of the United States
Bankruptcy Court for the District of New Mexico. the Clerk’s Practice and Procedure Guide, the
United States Trustee Guidelines for Reviewing Applications lor Compensation and
Reimbursement of Expenses Filed under § 330, the Application (if cntered), this Court’s
Fcbruary 15, 2001 Order Prescribing Notice on Dcbtor’s Applications to Retain Skadden, Arps.
Slate, Meagher & Flom [.LP, Jacobvitz, Thuma & Walker, and PricewaterhouseCoopers, LLP

{the “February 15 Order Prescribing Notice™», and other applicable Orders of this Court.

! The Order directed that the Debtor, on twenty day’s notice. xerve a copy of each of its professional’s

relention applications on the following parties: (a) the United States Trustee: (b} the Debtor’s creditors set forth on
the list filed pursuani o Bankruptcy Rule 1007(d); (<) the lenders entitled 10 notice under this Count’s Interim Order

8-
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15.  The February 15 Order Prescribing Notice also stated that the Debtor may
supplemcnt each retention application to seek Court approval that the retained professional may
invoice the Debtor monthly and propose that the Debtor may pay, on 8 monthly basis, 75% of
cach professional’s time charges and 100% of its om-of-pocket expenses, and 100% of gross
receipts or use tax (if applicable) on fees and expenses that are payable, all payments to be
subject to the Court’s approval pursuant to 11 U.S.C. §§ 330 and 331 (the “Interim Fec
Motion™).

16. In gccordance with the Court’s suggestion as sct forth in the February 15
Order Prescribing Notice, and in recognition of the Debtor’s Interim Fee Motion filed on
February 20. the Committee rcquests that the following procedures for compensating and

reimbursing its court-approved professionals on a monthly basis be established, in accordance

with the regular procedures of this Court. The procedures requested by the Committee are as

follows:

(2) Lach Committee professional will submit to the Debtor, on a
monthly basis. a detailed statement (a “Fce Statement™) of services rendered and
cxpenses incurred by such professional during the prior month. The Debtor shall
have until the fifteenth calendar day of the following month after the submission
of the Fee Statement to review it (although the Debtor is not required 1o wait the

full fificen days). In the event there are no objections, the Debtor would be

authorizing debtor in possession financing, entered on February 9, 2001, (d) all parties in interest who have
requested special notice in this case, and (e} all other persons who commented an the Applications al the February &

hearings thercon.
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authorized to immediately pay 75% of the amount in fees billed each month and
100% of the expenses billed for each month. In the event there are objections
raised with regard to specific items, subject to paragraph (b) infra, the Debtor
would still be authorized to immediately pay 75% of the amount in uncentested
fees billed each month and 100% of the uncontested expenses billed for cach
month. These payments would be subject to the Court’s subsequent approval as
part of the normal intcrim fee application process.

(b) In the event the Debtor detcrmines that the compensation and or
reimbursement sought in a particular statement is inappropriate or unrcasonable.
or that the numbers and calculations arc incorrect, the Debtor shall, on or before
the fifieenth day of the calendar month after the submission of the Fec Statement,
scrve upon the protessional whose statcmnent is objected to a “Notice of
Objection™ with an affidavit setting forth the precise nature of the abjection and
amouni at issue. Thereafter, the Debtor and the professional whosc Fee Statement

is objectcd 10 shall meet or confer to attempt to reach an agreement regarding the

correct payment to be made. If an agrecment cannot be reached or it no mecting
1akes place. the professional whose Fee Statcment is objected to shall have the
option of (i) filing the Notice of Objection, the Fec Statement and a request for
payment with the Court, or (ii) foregoing payment of the disputed amount until
the next interim fee application hearing, at which time the Court will consider and
dispose of the objection if payment of the disputcd amount is requested. As set

forth in paragraph (a) supra, the Debtor shall still be required to pay promptly that
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percentage set forth above of any portion of the lees and expenscs requested that

are nol the subject of a Notice of Objection.

17.  The procedures outlined in €16(a) above are consistent with the procedures
requested by the Debtor pursuant to its February 20, 2001 Interim Fee Motion, and arc
appropriate given the size and complexity of this reorganization case. While the Debtor did not
specify any type of procedure to resolve disputes, the Commitice believes the procedures detailed
in J16(b) are reasonable and consistent with similar procedures implemented in comparable
bankruptcy cases. The procedures suggested in this Application will cnable all parties to closely

monitor costs of administration, maintain a level cash flow, and implement efficient cash

management procedures.

18.  The Committce believes that the prompt retention of Deloitte as its

financial advisors and reorganization consultants on the tcrms described above effective as of

Fcbruary 21. 2001, is in the best intcrest of this estate.
PROCEDURE
19.  No trustee or examiner has been appointed to date in this case. The

Committee has served copies of this Application on all partics required to be served pursuant to

the February 15 Order Prescribing Notice.

20.  No previous application or other request for the relicf sought herein has

been made to this or any other court.

-11-



MAR-15-Z001 el \ )FS ADMIN J 1T TTALZES L L L

CONCLUSION

WHEREFORE, the Commiftee respectfully requests that the Court enter an order
approving its selection of Deloitte as financial advisors and reorganization consuitants to the

Committee in these proceedings, said appointment to be effective as of February 21. 2001.

/RICK REHN, Vice-Chairperson
Procter & Gamble
B500 Governor's Hill Drive
Cincinnati, OH 45239
513.774.1993

Dated: March A3 2001

-12-
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I certify that on March 13, 2001, I mailed a copy of this document to:

Ron Andazola. Iisq.

UNITED STATES TRUSTEE
PO Box 608

Albuguerque, NV 87103-0608

Alan Carr, Exq.

Jay M. GolTman, Fsy.

SKADDEN. ARPS, SLATE, MEAGIIER & FLOM, LLC
Four Times Square

New York, NY 10036

Richand Levin, Esq.

Peter W. Clapp, Esq.

Jamie L. Edmonson, Esq.

Stephen J. Lubben, Esq.

Amy S, Park, Esy.

300 South Grand Avenue, Suite 3400
Los Angeles, CA 90071-3144

Robert I, Jacobvitz, Esy.

David T. Thuma, Esq.

JACOBVITZ. THUMA & WALKER, P.C.
500 Marquette NW, Suite 650
Albuquergue. NM 87102

David S. Heller, Esq.

Josel S. Athanay, Esq.

LATIIAM & WATKINS

Auomeys for RELLIIR FINANCIAL, INC.
Scars Towers. Suitc 5800

231 South Wacker Drive

Chicago. IL 60606

Paul Figh, Exq.
MODRALL., SPERLING,. ROEHL.

HARRIS & SISK, P.A.
Local Counsel for HELLLER FINANCIAL, INC,
500 Fourth Stroet NW
Bank of Americs Centre, Suite 1000
Albuguenque, NM K7103-2168

Ronald J. Silverman, Exq.

BINGHAM DANA LLP

Attorneys for METROPOLITAN LIFE
INSURANCE COMPANY

399 Purk Avenue

New York, NY 10022-4689

Jennie Deden Behles (Walley)

).D. BEIILES & ASSOCIATLS

Local Counse} for METROPOLITAN LIFE
INSURANCE COMPANY

400 Gold Avenue SW, Suitc 400)

Abbuguerque, NM £7103-0849



EXHIBIT A

Parties in Intercst

Current or Former Clicnts of Deloitte &
Touche and/or Deloittc Consulting

Relationship to the Debtors

Andcrson News Company

Unsecured Creditor

Bank of America. N.A.

Sccured Lender

Boeing Company

Affiliate McDonnell Douglas Finance is an
Unsecurcd Creditor

Cohen Weiss & Simon

QOutside Counsel for United Food &
Commercial Workers (an unsecured creditor)

ConAgra, Inc.

Afliliate ConAgra Beef Co. is an Unsccurcd
Creditor

Credit Suisse Group

Alfliliate Credit Suisse First Boston Private
Equity is a Secured Lender and Equity
Investor

Idison Source

Unsceured Creditor

Finova Group, Inc.

Affiliatc Finova Capital Corporation is an
Unsecured Creditor

Fleet Capital Corporation Secured Lender
Fleming Companies Creditor

General Mills Unsecured Creditor
Heller Financial Secured I.ender

Mectropolitan Lifc Insurance Company

Scecured Lender. Unsecured Creditor. and
Equity Investor

Pepper Hamilton 11D

Counsel 1o the Unsecurcd Creditors'
Committee

Pepsico. Inc.

Affiliates Pepsi-Cola and Frito [.ay are

-13.
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Current or Former Clients of Deloitte &
Touche and/or Deloitte Consulting

Relationship to the Debtors

Unsecured Creditors

Philip Morris

Afliliate Krafl is an Unsccured Creditor

Procter & Gamble

Unsccured Creditor

Pryor. Cashman, Sherman & Flynn

Outside Counscl for Countrywide Logistics

Quaker Oats Company

Unsecured Creditor

Skadden. Arps. Slate. Meagher & Flom LLP

Debtor's bankruptey counsel

Southem Wine & Spirits

Unsecured Creditor

United Food & Comm Workers Union

Unsecured Creditor

Wells Fargo & Company

Creditor

Windward Capital Partners

Seccured 1.ender and Equity Investor

-14-
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UNITED STATES BANKRUPTCY COURT . S

DISTRICT OF NEW MEXICO ' .
nypeR b PH 3: 28
R ) Chapter 11 Go . ¢ COURT
In Re: ) oo il LR UM
) CaseNo.01-10779-54 ALEUIDERIY
FURR'S SUPERMARKETS. INC., )
) No learing Datc
Debtor. )
)

AFFIDAVIT OF ANTHONY D. FORCUM IN SUPPORT OF
APPLICATION OF OFFICIAL UNSECURED CREDITORS?
COMMITTEE FOR ORDER PURSUANT TO 11 US.C. § 327(a)
AUTHORIZING THE RETENTION AND EMPLOYMENT OF
DELOITTE CONSULTING L.P. TO NUNC PRO TUNC SERVE AS
FINANCIAL ADVISORS AND REORGANIZATION CONSULTANTS

ANTHONY D. FORCUM, being duly swomn. deposcs and says:

1. I am a Principal of Deloitte Consulting I..P.. which has an office at 6363
N. State H{ighway 161, Suite 800, Irving, Texas, 75038.

2, 1 am duly authorized 1o make this Affidavit on behalf of Deloitte
Consulting L.P. ("“Dcloitte Consulting”) in connection with the proposed retention of Deloitte
Consulting as financial advisors and reorganization consultants to the Official Unsecured
Creditors’ Comunitice (the "Committec™) to perform services in conjunction with Deloitte &

Touche LLP (together with Deloittc Consulting. “Deloitte”™) as sct forth in the Committee’s

application (the Application™) t0 employ and retain Dcloitte effective as of February 21, 2001.

3. Dcloitte Consulting is well qualified to act as financial advisors and
reorganization consultants o the Committee in this chapter 11 case. Deloitte Consulting has

assisted debtors and creditors in addressing issues related to amendments of pre-petition secured

390\



{inancing facilities and restructuring of balance sheets, and has assisted a number of prominent

companies in bankruptcy and out-of-court restructurings. Deloittc Consulting is a highly

qualilied rcorganization consulling and professional services firm whosc professionals have
substantial expericnee in projects of this type.

4. To the best of my information, knowledge and belief. neither . Deloitte
Consulting nor any principal or employee of Deloitte Consulting that is anticipated to provide the
services for which Deloitte Consulting is to be retained in this chapter I case has any
connection with the Debtor, its significant creditors. the United States Trustee’s office, certain
othcr parties in interest herein, or the Debtor's attomeys or accountants in this case, except as
stated herein or on any attachment hereto or in the Affidavit of Ed J. Lynch of Deloitte & Touche
I.LP (together with Anthony D. Forcum’s Affidavit, being hereinafter known collectively as the

“AfTidavits™) submitied with the Application and any attachment thercto.

(a) From time to time Deloitte Consulting or its affiliates have provided.
may currently provide, and may in the fiture continue to provide scrvices to certain of the
Dcbtor’s creditors or other partics in interest in matters unrelated to this chapter 1] case. A
listing of such parties is shown on Exhibit A hereto. Deloitte Consulting believes that these
conncctions have no bearing on the services for which Deloitte Consulting’s retention is being
sought in this case. [n particular, Deloitte Consulting or its affiliates provides or has provided
consulting services 10 or involving: (i) certain of the Debtor's current financing sources or
afliliates, including Bank of America. Credit Suisse Group, Finova Group, Fleet Bank (now
FleetBoston. “Fleet”™). Heller Financial, and Wells Fargo: (ii) certain of the Debtor’s major

creditors or their afliliates, including Anderson News Company. The Boeing Company. ConAgra
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Inc. (both of which are major Deloitte clients), Edison Source, Fleming Companies. Inc.
("Fleming™), General Mills. Pepsico Inc., Procter & Gamble, Quaker Oats. Southern Wine &
Spirits. and United Food & Commercial Workers Union; (iii} certain of the Debtor’s
professionals, including Skadden, Arps, Slate, Meagher & Flom LLP which also provides
serviees to Deloitte: and (iv) cenain of the Debtor’s currcnt financing sources provide financing
10 Deloitte or its individual partners or principals, including Bunk of America and Fleet. Fleet
provides linancing to Deloitte or its individual partners or principals. Bank of Amcrica is a
significant Jender to Deloitte or its members. Metropolitan Lifc Insurance Company
(“MectLife™). an equity holder and Jender to the Debtor, is a significant client of Deloitte 1o whom
Deloitte provides audit. tax, and certain other services, Fleming. a former equity holder and
creditor of the Deblor, is a significant clicnt of Deloitte to whom Deloitte provides audit. tax, and
certain other services. Deloitte provides Windward Capital Pariners. including its related funds
(collectively. “Windward™). transaction support/merger and acquisition advisory servicces.
MetlL.ife is an investor in Windward. Deloitte has advised the Committee that it has not provided
scrvices (o any of these cntities related to Furr's Supermarkets. Inc. 1t this Application is
approved by this Court, Deloitte will pcrform such services requested by the Committee relative
10 matters in this chapter 11 case involving MetLife, Windward, and Fleming, save and cxcept
providing expert testimony at trial in any adversary proceeding brought by the Committce
against MetLife. Windward, and/or Fleming. Deloitte has from time to time been involved with
centain of the Debtor’s and Committee’s professionals in matiers unrclated to this case. including
Cohcn Weiss & Simon, Pepper Hamilton LLP, and Pryor, Cashman, Sherman & Flynn.,

5 Deloitte Consulting believes that the relationships described herein or in

the Affidavits do not causc Deloitte Consulting to lack “disinterestedness™ or 10 represent an

«3-
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entity having an adverse interest in connection with this case. Should the Court approve its
retention. Deloitte Consulting will maintain its customary confidentiality procedures in
conncction with scrvices it provides in this case in order to preserve the confidentiality of
confidential client information.

6. As one of the largest professional scrvices {irms in the United States,
Dcloitte Consulting and its affiliates have relationships with tens of thousands of clients, some of
which may be creditors of the Debtor or other parties in interest. and Deloitte Consulting and its
afTiliates from time to time have or may have provided professional scrvices to, currently provide
or may currently provide professional services to, and may in the luture be engaged to provide
professional scrvices by entities that are creditors or are currently, or will. become parties in
interest in these cases in matters unrelated to this case. However, to the best of my knowledge
after reasonable inquiry, the Deloitie Consulting personnc! anticipated to serve the Committee
have not served and will not serve any party in interest in any matler retating to this chapter 11
case without prior Court approval. Certain of the Debtor’s creditors. other parties in interesl. or
the Debtor’s atlorneys or accountants, have or may have provided poods or services to. currently
provide or may provide goods or services to, and may in the future provide goods or scrvices to
Deloitte Consulting or its affiliates or o the engagement partners/principals in matters unrclated
to this chapter 11 case. In the ordinary course of its business, Deloitte Consulting has business
relationships in unrclated matters with its principal competitors, the other “Big Five™ accounting
firms, including Arthur Andersen LLP, the Debtor’s accountants. For example. from time to
time. Deloitte Consulting and one or more of such entitics may work jointly on assignments for

the same client or may otherwisc cnpage each other for various purposes. Deloiite Consulting
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has also been involved in other bankruptcy cases in which PricewatcrhouseCoopers LLP has

been engaged as professionals, as here.

7. In connection with its proposed retention by the Committee in this case.
Dcloitte Consulting has undcrtaken a search to determine and to disclose whether it has any

rclationships with the foflowing entities:
{a)  the Debtor;
(b) the Debtor’s officers and directors:
(c)  the 20 largest unsecured creditors of the Deblor:

(d)  the attorneys, and other professionals that the Debtor have
sought authority to employ in this chapter 11 casc. pursuant
to applications filed on the date hereof:

() tenders under the Debtor’s scnior and subordinaled debt facilities;

() the Debtor's equity investors; and

() the attomeys that thc Committee has sought autherity to employ in
this chapter 11 ¢ase, pursuant to applications filed on the duate

hereof.

Despite the effort described above to identify and disclose Deloitte Consulting's connections
with partics in interest in this casc. because Deloitte Consulting and its afliliates are nationwide
firms with tens of thousands of employees, and because the Debtor is a large enterprise, Deloitie
Consulting is unable 10 state with certainty that cvery client relationship or other connection bus
been disclosed. In this regard, if Deloitte Consulting discovers additional information that it
dctermines requires disclosure, it witl file a supplemental disclosure with the Court promptly.

8. To the best of my knowledge. the connections of Deloittc Consulting or its
afTiliaies with any of the foregoing entities in matters unrelated to this chapter 11 case are set

forth herein or on the Exhibil A attached hereto. In light of the extensive number of creditors

«5-
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and other partics in interest. ncither Deloitte Consulling nor ] are able 1o identily conclusively alt
such potential relationships. 1 am, however, presently aware of no such conncections, except as
sct forth herein or on ixhibit A.

9, Subject to the foregoing, neither L. Deloitte Consulting. nor any member or
employce of Deloitte Consulting who is anticipated to work on this engagement. insolar as |
have been able to ascertain, holds or represents any interest adverse to the Debtor or its estate
with respeet to the matiers on which Deloitte Consulting is to be retained.

10, Subject to the foregoing, to the best of my knowledge, neither 1. Deloitte
Consulting nor any member or employee of Deloitte Consulting is anficipated 1o work on this
engugement has any other connection with the Debtor, their creditors. the United States Trustee’s

ofTice. any other party in interest. or the Debtor’s attorneys or accountants in this chapter 11 case.

11.  ‘T'he services lo be rendered include all those services sct forth as may be
provided by Deloitte Consuliing in the Application for authorization to employ and retain

Dcloitte Consulting in this case &t paragraph 10.

12.  Subject to allowance and approval this Court, Dcloitte Consulting will
charge its regular hourly rates in performing the aforementioned services. Deloitte Consulting’s
hourly rates at present range from $565 to $600 for principals and directors. $505 1o $550 for
senior managers. 5435 10 $480 for managers, $300 to $360 for senior consultants and $100 to
$250 for consultants and analysts. In the normal course of business. Deloitte Consulting revises
its regular hourly rates periodically and Deloitte Consulting requests that the aforementioned

rates be revised to the regular hourly rates that will be in effect from time to time. Changes in

repular hourly rates will he noled on the invoices for the first time peried in which the revised
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:nzluding travel, dehivery service and other costs including the New Mexico gross receipts or use
tax on the total amount of fzcs and expenses (if applicable), incurred in providing the services are
included at actual cost, in the total amount billed.

13.  Deloitte Consulting intends to apply for compensation for professional
services to be rendered in connection with this chapter 11 case and for reimbursement of
expenses incurred, ip accordance with applicable provisions of the Code, the Fedzral Rules of
Bankruptcy Procedure, the Local Bankruptcy Rules of the United States Bankruptcy Coust for the
District of New Mexico, the Clerk's Practice and Procedure Guide, the United States Trustee
Guidelines for Reviewing Applications for Compensation and Reimbursement of Expenses Filed
under § 330, the Application (if entered) and other applicable Orders of this Cowrt. Deloitte
Consulting has not shared or agreed ta share any of its compensation from the Committee with

any other external person.

oty D rr—

Anthonyﬁ. Forcdm

Sworn to before me this
day of March , 2001

Lt Ih

Notary Public

iAW JORES
3 = Nolary Public. Suale al Tanay
I “s_ ¥ My Compmasion Srphes 01-14-05

e l;_l‘
“epee”




EXHIBIT A

Parties in Interest

Current or Former Clients of Deloitte &
Touche and/or Deloitte Consulting

Relationship to the Debtors

Anderson News Company

Unsecured Creditor

B3ank of Amcrica. N.A.

Secuored lender

Boeing Company

Affihate McDonnell Douglas Finance is an
Unsecured Creditor

Cohen Weiss & Simon

Outsidc Counsel for United Food &
Commercial Workers (an unsecured creditor)

ConAgra. Inc.

Affiliate ConAgra Beef Co. is an Unsccured
Creditor

Credit Suissc Group

Affiliate Credit Suisse First Boston Private
Equity is a Sccured Lender and Fquity
Investor

Edison Source

Unsecured Creditor

Finova Group. Inc.

Affiliate Finova Capital Corporation is an
Unsecured Creditor

Fleet Capital Corporation

Sccured Lender

Fleming Companies

Credilor

General Miils

Unsecured Creditor

Hcller Financiatl

Secured Lender

Metropolitan Life Insurance Company

Sccured Lender, Unsecured Creditor, and
Equity investor

Pcpper lHamilton L.LP

Counse] 1o the Unsecured Creditors’
Committee

Pepsico., inc.

Affiliates Pepsi-Cola and Frito Lay are
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Current or Former Clients of Deloitte &
Touche and/or Deloitie Consulting

Relationship to the Debtory

Unsecured Creditors

Philip Morris

Afhliate Krafl is an Unsecured Creditor

Procter & Gamble

Unsccured Creditor

Pryor. Cashman, Sherman & Flynn

Outside Counsel for Countrywide Logistics

Quaker Oats Company

Unsccured Creditor

Skadden. Arps. Slate. Meagher & Flom LLP

Debtor's bankruptcy counscl

Southern Wine & Spints

Unsccurced Creditor

Linited Food & Comm Workers Union

Unsecured Creditor

Wells Fargo & Company

Creditor

Windward Capital Pariners

Secured Lender and Equity Investor
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UNITED STATES BANKRUPTCY COURT . -
DISTRICT OF NEW MEXICO -
" PH 3 35
) Chapter 11 ALER 1 COURT
In Re: ) 1S, Lo ok b CI
)  CaseNo. cu-mn")-s.a\lJ ALBLAUERQUE. RM
FURR'S SUPERMARKETS, INC., )
) No Hearing Date
Debior. )
)

AFFIDAVIT OF ED J. LYNCH IN SUPPORT OF APPLICATION OF
OFFICIAL UNSECURED CREDITORS' COMMITTEE FOR ORDER
PURSUANT TO 11 U.S.C. § 327(a) AUTHORIZING
THE RETENTION AND EMPLOYMENT OF
DELOITTE & TOUCHE LLP NUNC PRO TUNC TO SERVE AS
FINANCIAL ADVISORS AND REORGANIZATION CONSULTANTS

ED J. LYNCH, being duly sworn, deposes and says:

1. [ am a Partner of Deloitte & Touche 1.LP, which has an office at 2200
Ross Avenue, Suite 1600, Dallas, Texas, 75201.
2 1 am duly authorized to make this Affidavit on behalf of Deloitte &

Touche LLP (“Deloitte & Touche™) in connection with the proposed retention of Deloitte &

Touche as financial advisors and reorganization consultants 10 the Official Unsecured Creditors’
Committee (the “Commitiee™) to perform services in conjunction with Deloitte & Consulting
(together with Deloitte & Touche, “Deloitte™) as set forth in the Commitiee’s application (the

“Application™) to empioy and retain Deloitte effective as of February 21, 2001.

o3 Deloitte & Touche is well qualified to act as financial advisors and
reorganization consultants to the Committee in this chapter 11 case. Deloitte & Touche has

assisted debtors and creditors in addressing issues related to amendments of pre-petition secured

y‘b
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financing facilitics and restructuring of balance sheets, and has assisted a number of prominent
companics in bankruptcy and out-of-court restructurings. Deloitte & Touche is a highly qualified
reorganization consulting and professional services firm whose professionals have substantial
experience in projects of this type.

4. To the best of my information. knowledge and belicf, neither [, Deloitte &
Touche nor any principal or employee of Deloittc & Touche that is anticipated to provide the

services for which Deloitte & Touche is to be retained in this chapter 11 casc has any connection

with the Debtor, its significant creditors, the United States Trustee's office. cerlain other partics
in interest hercin, or the Debtor’s 'attomcys or accounlants in this case. except as statcd herein or
on any attachment hereto or in the Affidavit of Anthony D. Forcum of Deloitie Consulting L.P.
{together with lid J. Lynch’s Affidavit, being hereinafler known collectively as the “Affidavits™)
submitted with the Application and any attachment thercto.

(a) From time to time Deloitte & Touche or its afTiliates have provided.
may currently provide. and may in the future continue to provide services to certain of the
Debtor’s creditors or other parties in interest in matiers unrclated to this chapter 11 case. A
listing of such partics is shown on Exhibit A hereto. Dcloitte & Touche belicves that these
conncctions have no bearing on the scrvices for which Deloitte & Touches retention is being
sought in this case. In particular, Dcloitte & Touche or its afTiliates provides or has provided
audit, tax and consulling scrvices to or involving: (i) certain of the Debtor’s current financing
sources or affiliates. including Bank of America. Credit Suisse Group. Finova Group. Flect Bank
(now FlectBoston, “Fleet™), Heller Financial. and Wells Fargo: (ii) certain of the Debtor’s major

creditors or its affiliates. including Anderson News Company. The Bocing Company. ConAgra
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Inc. {both of which are major Deloitte clients) , Edison Source, Fleming Companies. Inc.
(“Fleming™), General Mills, Pcpsico Inc., Procter & Gamblc, Quaker Qats, Southern Wine &
Spirits, and United Food & Commercial Workers Union: (iii) centain of the Debtor’s
prolessionals. including Skadden, Arps, Slate, Meagher & Flom LLP which also provides
services (o Delottte; and (iv) certain of the Debtor’s current (inancing sources provide linancing
to Deloitte or its individual partners or principals, including Bank of America and Fleet. Ileet
provides financing to Deloitte or its individual partners or principals. Bank of Americais a
significanl lendcr to Deloilte or its members. Metropolitan 1.ife [nsurance Company
("Mectl.ife™), an equity holder and lender to the Debtor. is a significant clicnt of Deloitte to whom
Drloitte provides audit. tax. and certain other services. Fleming. a former equity holder and
creditor of the Debtor. is a significant client of Deloitte to whom Deloifte provides audit. tax. and
centain other services. Deloitte provides Windward Capital Partners. including its related funds
(collectively, “Windward™), transaction support/merger and acquisition advisory services.
MetL.ife is an investor in Windward. Deloitte has adviscd the Committec that it has not provided
scrvices 10 any of these cntities related to Furr's Supermarkets. Inc. If this Application is
approved by this Court, Deloitte will perform such services requested by the Commitiee relative
to matters in this chapter 11 case involving MetLife. Windward, and Fleming save and except
providing expert testimony at trial in any adversary proceeding brought by the Committec
against MetLifc, Windward, and/or Fleming. Deloittc has from time to lime been involved with
certain of the Debtor’s and Committee™s professionals in matters unrclated to this case. including
Cohen Weiss & Simon. Pepper Ilamilton LILP, and Pryor. Cashman, Sherman & Flynn.

5. Deloittc & Touche believes that the relationships described herein or in the

Aflidavits do not cause Deloitie & Touche to lack “disintcrestedness™ or to represent an entity

3-
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having an adversc interest in connection with this case. Should the Court approve its retention.
Dcloitte & Touche will maintain its customary confidentiality procedures in conncction with
scrvices it provides in this case in order to preserve the confidentiality of confidential client
information,

6. As one of the largest professional services firms in the United States,
Deloitte & Touche and its aftiliatcs have relationships with tens of thousands of clicnts, some of
which may be creditors of the Debtor or other parties in interest. and Deloitte & Touche and its
afTiliatcs from time to time have or may have provided professional services to. currently provide
or may currently provide professional services to, and may in the future be cngaged to provide
professional services by entities that are creditors or arc currently, or will. become parties in
interest in these cases in matters unrelated to this case. However, to the best of my knowledpe
aller reasonablce inquiry. the Deloitte & Touche personnel anticipated to serve the Committee
have not served and will not serve any party in interest in any matter relating to this chapter 11
casc without prior Court approval. Certain of the Debtor's creditors, other parties in interest. or
the Debtor’s attorneys or accountants, have or may have provided goods or services 1o, currently
provide or may provide goods or services to. and may in the future provide goods or services 1o
Dcloitte & Touche or its affiliates or to the engagement partners/principals in matters unrelated
1o this chapter [ casc. In the ordinary course of its business, Deloittc & Touche has business
relationships in unrclated matters with its principal competitors. the other “Big Five™ accounting
firms. including Arthur Andersen L.1.P, the Dcbtor’s accountants. For example. from time to
time. Deloille & Touche and onc or more of such entities may work jointly on assignments for

the same client or may otherwise engage each other for various purposcs. Deloitte & Touche
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has also been involved in other bankruptey cases in which PricewaterhouseCoopers LLP has

been engaged as professionals. as here,

7. In connection with its proposed relention by the Committee in this case,
Deloitte & Touche has undertaken a search to detcrmine and to disclose whether it has any

relationships with the following cntities:
(a)  the Debtor,
(b)  the Debtor's officers and directors;
(c)  the 20 largest unsecured creditors of the Debtor:
(d) the attorneys, and other professionals that the Debtor have

sought authority to employ in this chapter 11 case, pursuant
to applications filed on the date hereof:

{e) lenders under the Debtor’s senior and subordinated debt facilities;

(f)  the Debtor’s equity investors: and

{g)  the atiomeys that the Committee has sought authority to employ in
this chapter }1 case. pursuant to applications {iled on the date

hereof.

Despite the effort described above to identify and disclose Deloitte & Touche’s connections with
parties in intcrest in this case, because Deloitte & Touche and its affiliates are nationwide firms
with tens of thousands of employees, and because the Debior is a large enterprise, Deloitte &
Touche is unable to statc with certainty that every client rclationship or other connection has
been disclosed. In this regard, if Deloitte & Touche discovers additional information that it
dctermines requires disclosure, it will file a supplemental disclosure with the Court prompitly.

8. To the best of my knowlcdpe, the connections of Deloitte & Touche or its
affiliates with any of the forcgoing entities in matters unrelated to this chapter 11 case are set

forth herein or on the Exhibit A attached hereto. In light ol the extensive number of creditors



J d

St

and other parties in interest, ncither Deloitte & Touche nor [ arc able to identily conclusively all
such potential relationships. I am, however, presently aware of no such conncctions, except as
sct forth herein or on Exhibit A.

9. Subject to the foregoing, neither I, Deloitte & Touche, nor any member or
employee of Deloitte & Touche who is anticipated to work on this engagement. insofar as I have
been able to ascertain, holds or represents any interest adverse to the Debitor or its cstate with
respect to the matters on which Deloitte & Touche is to be retained.

10.  Subject to the foregoing, to the best of my knowledge. neither I, Deloitte
& Touchc nor any member or employce of Deloitte & Touche is anticipated to work on this
cngagement has any other connection with the Debtor, its creditors. the United States ‘T'rustee’s

office. any other party in interest, or the Debtor’s attorneys or accountants in this chapter 11 case.

11.  The services to be rendered include all those services sct forth as may be
provided by Deloittc & Touche in the Application for authorization to employ and retain Deloitte

& Touche in this casc at paragraph 10.

12.  Subject to allowance and approval by this Court, Deloittc & Touche will
chargc its regular hourly rates in performing the aforementioned services. Deloitte & Touche’s
hourly rates at present range from $325 to $395 for partners, principals and directors. $275 0
$350 for senior manapers. $225 to $275 for managers, $175 to $225 for senior consultants and
$140 to $180 for consultants and staff. In the normal course of business, Deloittc & Touche
reviscs its regular hourly rates periodically and Deloitte & Touche requests that the

aforementioned rates be revised to the regular hourly rates that will be in efTect from time to

time. Changes in regular hourly rates will be noted on the invoices for the first time period in
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of-packer expenses. including travel, delivery service and other costs including the New MexXico
gross receipts or use tax on the tota] amount of fees and expenses {if applicable), incurred in
providing the services are included at actual cost, in the total amount billed.

13.  Deloitte intends to apply for compensation for professional services to be
rendered in connection with this chapter 11 case and for reimbursement of expenses incurred. in
accordance with applicable provisions of the Code, the Federal Rules of Bankauptcy Procedure,
the Local Bankruptey Rules of the United States Bankruptey Court for the District of New
Mexico, the Clerk's Pracrice and Procedure Guide, the United States Trustee Guidelines for
Reviewing Applicahions for Compensation and Reimbursement of Expenses Filed under § 530,
the Application (if entered) and other applicable Orders of this Court. Deloitie & Touche has not

shared or agreed to share any of its cornpensation from the Committee with any other external

o ) A

BdJ.Lyfch 7
Sworm to before me this
LD day of March, 2001 fmuﬁ?&"
SO WARES-
R AP =5

Notary Public

03713:01 TUE 13:37 [TX-RXI No 8313] Q@uoos



EXHIBIT A

Parties in Interest

Current or Former Clients of Deloitte &
Touche and/or Peloitte Consulting

Rclationship to the Debtors

Anderson News Company

Unsecured Creditor

Bank of America, N.A.

Secured Lender

B3ocing Company

AfTiliate McDonnc]l Douglas Finance is an
Unsecured Creditor

Cohen Weiss & Simon

Qutside Counsel for United Food &
Commercial Workers (an unsccured creditor)

ConAgra., Inc.

Affiliate ConAgra Beefl Co. is an Unsecured
Creditor

Credit Suisse Group

AfTiliate Credit Suisse First Boston Private
Equity is & Sccured [.ender and Equity
Investor

Ldisen Source

Unsecured Creditor

Finova Group. Inc.

Affiliate Finova Capital Corporation is an
Unsecured Creditor

Fleet Capital Corporation

Securcd Lender

Fleming Companics

Creditor

General Mills

Unsecured Creditor

Heller Financial

Secured Lender

Metropolitan Life Insurance Company

Secured Lender. Unsecured Creditor, and
Equity Investor

Pcpper tlamilton LLP

Counsel to the Unscecured Creditors'
Committee

Pepsico, Inc.

Affiliatcs Pepsi-Cola and Frito Lay are
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Current or Former Clients of Deloitte & Relationship to the Debtors
Touche and/or Deloitte Consulting

Unsecured Creditors

Philip Morris Affiliate Kraft is an Unsccured Creditor

Procter & Gamble Unsecured Creditor

Pryor, Cashman, Sherman & Flynn Outsidc Counsel for Countrywide Logistics

Quaker Oats Company Unsecured Creditor
Skaddcn, Arps. Slate, Meagher & Flom LLP | Debtor's bankruptcy counscl
Southern Wine & Spirits Unsecured Creditor

United Food & Comm Workers Union Unsecl:urcd Creditor

Wells Fargo & Company Creditor

Windwnrd Capital Partners Secured l.ender and Equity Investor
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United States Bankruptcy Court
District of New Mexico
Second Floor, Federal Building and United States Courthouse

411 Gold Avenue SW Malling Address:
Albuquerque, New Mexico 87102 P.Q. Bex 546
! Albuquergue, NM $7103-0546
JAMES 8, STARZYNSKI1 Telephone:
Chief Bapkruptcy Judge (505) 348 - 2420

June 14, 2001

Mr. Robert Jacobvitz, Esq. (FAX 505-766-9287)

Mr. William Davis, Esq. (FAX 505-247-3185)

Mr. Leonard Martinez-Metzgar Esq. (FAX 505-248-6558)
Mr. Thomas Schuchert, Esq. (FAX 412-264-2658)

Mr. Michael Li, Esq. (FAX 214-953-6503)

Mr. Paul Fish, Esq. (FAX 505-848-1882)

Re: In re Furr’s Supermarkets, Inc., No. 11-01-10779 SA
Decision concerning employment application of Deloitte & Touche

Dear Counsel:

After reviewing again the exhibits and filings submitted by all parties, together with the notes that
my staff attomney and [ took at the final hearing on these applications, I have determined to grant the
employment application. However, I still have to think further about and decide the issues of the post
Jacto employment and the rates. The issue of overlap with Chanin Capital Partners, LLC, assumning
Chanin is employed, is a matter to be dealt with in a fee application process. The reason for sending
this letter beforehand, of course, is to let the parties know as soon as possible what the Court’s decision
15, so that parties can make decisions and plan accordingly.

Sy
£ { 3?[',&/\ ———

Honorable Jamid§. Starzynski
United States Bankruptcy Judge




EXHIBIT III

Statement of Services Rendered

Deloitte Deloitte
&TYouche Consukting



UNITED STATES BANKRUPTCY COURT
DISTRICT OF NEW MEXICO

) Chapter 11
In Re: )
) Case No. 01-10779-SA
FURR’S SUPERMARKETS, INC., )
) No Hearing Date
Debtor. )
)

FINAL FEE APPLICATION FOR ALLOWANCE OF COMPENSATION AND
REIMBURSEMENT OF EXPENSES TO DELOITTE CONSULTING L.P. AND
DELOITTE & TOUCHE LLP, AS FINANCIAL ADVISORS AND REORGANIZATION
CONSULTANTS TO THE OFFICIAL UNSECURED CREDITORS COMMITTEE FOR
THE PERIOD OF SEPTEMBER 1 THROUGH OCTOBER 31, 2001 AND
FEBRUARY 21, 2001 THROUGH OCTOBER 31,2001

Category 101 — Asset analysis and recovery — The Applicant conducted significant analysis
regarding the Debtor’s asset and liability structure and details during the course of these proceedings.
‘These analyses were used by the Unsecured Creditors™ Committee ("UCC™) in a varicty of decision-
making situations including the Debtor’s proposed DIP financing, assessment of reorganization options.
the employment of crisis managers, decisions on operational matters. and negotiations related to the
substantial salc of asscts to Fleming. In addition, thesc analyses were provided to the Committee’s
investment bankers upon their engagement by the Committee in order to help minimize the investment
bankers” up-front due diligence of the Debtor.

Category 102 — Asset disposition — The Applicant participated in the auction process of the
Debtor’s assets and related sclected obligations, The Applicant also conducted an analysis to attempt to

estimate the realizable value of the estate’s assets excluded from the salc to Fleming.

Category 115 — Business analysis — The Applicant consulted frequently with Debtor’s
representatives, advisors and members of the Creditors’ Committee regarding issues related to the Debtor
operating in Chapter 11. One of the most significant and time consuming analysis eftorts regarded the
Debtor’s cash flow projecttons and the Debtor’s actual results as compared to those projections. The

Applicant initially addressed the sensitivity of these projections to changes in expenses and revenues.



conducted break-even analysis of the Debtor’s business operations based on these projections, discussed
assumptions regarding these projections with the Debtor’s financial advisors, and prepared summary
results of this analysis for presentation to the UCC. In addition, the Applicant prepared weekly “Flash

Report™ information for members of the UCC based on raw data provided by the Debtor.

Category 24 — Case Administration — The Applicant spent approximately four percent of the total
time expended during the casc working with the Debtor and its protessionals to obtain documents from
the Debtor and the Debtor’s advisors that were essential to conducting the various analyses completed
during the case. The Applicant also invested time in planning and coordinating work among the
Applicant’s profcssionals and the Debtor’s professionals in order to most efficiently perform the myriad

of financial analysis tasks requested and minimize any potential duplication of effort.

Category 117 — Data Analysis — The Applicant reviewed and analyzed in signiticant detail,
documents received from the Debtor including financial statcments. statements of financial affairs and
schedules. court filings. proposed retention agreements, weekly data regarding current operations, and
other items. The Applicant also obtained and reviewed documents gencrated through independent
research regarding state of the supermarket industry and cconomic data regarding the Debtor’s market
area, and other items. The analysis of this data was essential to conducting studies that would apprise the
UCC of the current financial status of the Debtor, potential avenues of recovery, valuation, and other

items of importance to the Committee members during the casc.

Category 106 — Employee benefits/pensions — The Applicant conducted analysis, prepared
presentations, and prepared for planned court hearings regarding the Debtor’s Key Employee Retention
Plan ("KERP”). The analysis included research of comparable retention plans, extensive comparison
with these plans. development of alternatives to Debtor’s proposed KERP, and discussions with UCC
representatives explaining the original KERP and its proposed subsequent changes. This analysis and
related discussions with UCC and Debtor representatives resulted in significant changes to the Debtor’s
initially proposed KERP. In addition, the Applicant conducted substantial research and analysis on

comparable compensation agreements for interim and crisis management teams to assist the UCC in



assessing the reasonableness of the proposed compensation for the Debtor’s interim management team.

In addition, the Applicant provided testimony on behalf of the Committee regarding such arrangements.

Category 107 — Fee/Expense Application — The Applicant expended necessary time and effort
during the case on conflict clearing, retention, and billing matters. Moreover, the amount of time
representated by this task category also includes the preparation of the First Interim and Final Fee
Applications.

Category 108 — Fee/employment objections — The Applicant expended a small amount of time

responding to objections to its retention by Debtor’s counsel and others.

Category 109 — Financing - The Applicant prepared an in-depth analysis of the proposed
Debtor-in-Possession financing (““DIP”) arrangement and performed rescarch of comparable DIPs and
trade liens in conjunction with this analysis. The analysis included assessing and challenging the
Debtor’s projections to estimate the sufficiency of the proposed financing and the Debtor’s ability to
remain within the covenant terms of the financing agreement proposed. The analysis also entailed an
assessment of whether the terms of the proposed financing agreement were reasonable in relation to those
other lenders might provide. In addition to the proposed Debtor-in-Possession financing. the Applicant
also analyzed and discusscd with the Debtors the potential effect of the trade lien financing on the
Dcbtor’s operations and cash flow. These activities required a significant amount of financial modeling
based on the Dcbtor’s cash flow projections. The findings of these analyses were presented to the

Debtor’s advisors and the UCC for use in discussions regarding the Debtor’s financing options.
Category 118 — Litigation Consulting — The Applicant prepared for and testified in Court during
the proceedings related to the retention and compensation of the Debtor’s proposed crisis management
team {Gollcher and Mays). to the retention and fees proposed for the Debtor’s investment bankers (PJ
Solomon). and to valuation of the Debtor’s real estate leases and certain real property as noted herein
below.
Category 111 — Meeting of Creditors — The Applicant participated in numerous discussions and

meetings with the UCC, its counsel, and subcommittees of the UCC. Topics of these meetings varied

-3-



widely but included the financing of the Debtor, the KERP, valuation and liquidation analysis, interim
Tanagement retention, real estate issues, investment banker retention, and other items. Significant
preparation time was required for each meeting or discussion, and scveral reports were prepared to

document analysis that had been performed and to facilitate presentations.

Category 121 — Valuation — The Applicant performed a significant amount of work in order to
inform the UCC on significant valuation issues. These issues {irst included and in-depth valuation of the
Debtor’s business enterprise as a going concern, and secondly the Debtor’s real estate assets, including
Icases. The Applicant developed values by using the cost, market. and income approaches to value. To
accomplish these approaches with respect to the value of the business enterprise, the Applicant conducted
extensive research into the liquidation value of certain assets to assist with its cost approach, developed its
market approach by rescarching publicly-traded pricing multiples and transactions of supermarkets. and
developed its income approach by developing projections of Furrs® operations over several years. The
business valuation analyses were used by the UCC for various decision-making purposes.

The Applicant also performed substantial analysis regarding the leasehold valuation and analysis
of each of the Debtor’s 51 supermarket operating leases, three oflice operating lcases. capital Icases, one
owned property, and three industrial warehouse spaces in the El Paso area used for distribution purposes.
Aspects of these valuation analyses included a market rent survey to apply a market rent cstimate to the
operating supermarket and industrial leases, a sales comparison approach and income capitalization
approach for the 22 capital leases and one owned property, and an inspection of a sampling of the
properties located in the El Paso and Albuquerque areas. The report generated through this real estate
valuation analysis was used to estimate the market value of the Debtor’s equity position in the operating

and capital leases.
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FURR'S SUPERMARKE
Deloitte Consulting I..". and Deloitte & Touche LLP
Complete Accounting of Time Expended
By Category by Day
RATE HOURS DOLLARS

September
Data analysis - 117

Ben Barnent
92572001 Analysis of leaseholds $395 30 1.185.00

Data analysis 3.0 $1,185.00
Fee/employment applications - 107

Anthony Juckson
2242001 Work on Fee Application, Exhibits I, VIII, IV and Sunmmary 5180 2.9 322.00
Schedule
922422001 Continue work on Fee Application, Exhibits 1, VI 1V and $180 22 396.00
Summary Schedule
972572001 Work on Exhibit 111 of Fee Application $180 0.5 90.00
Brigitte Scott
4412001 Prepare documents in order to reconcile invoices to D&T billing 5100 0.2 20.00
system
9/5/2001 Begin preparation of August portion of First Interim Fee Application 5100 2.0 200.00
v62001 Continue preparation of August portion of First Interim Fee 5100 1.2 120.00
Application
9/14/2001 Gather data to estimate billable hours for September 1o-date $ino 0.4 40.00
9/17/2001 Search New Mexico Local Bankruptcy Rules in preparation for 3100 1.5 150.00
First Imerim Fee Application document
911772001 Review and revise August portion of First Interim Fee Application $100 3.0 300.00
9/1772001 Work on First Interim Fee Application document $100 3.0 300.00
9/17:2001 Continue work on First Interim Fee Application document $100 0.7 70.00
/1872001 Continue 1o revicw and revise August portion of First Interim Fee $100 1.8 180.00
Application
92072001 Continue 10 review and revise August portion of First Interim Fee $100 1.9 190.00
Application
972422001 Research on-line [or legal documents 3100 02 20.00
92572001 Review and revise First Interim Fee Application 5100 0.8 80.00
9262000 Continue to review and revise First Interim Fee Application $i00 1.8 180.00
926:2001 Continue 1o review and revise First Interim Fee Application 3100 3.0 300.00

Professionals

AF Anthony Forcum E3f.  EdLynch T John Tinle RP Rachel Pack
All Anthony Jackson HJW  Joe Wells KDR  Kyle Rudfearn RIM  Ryan Miller
BL1} Ben Barnet IWL  John Liwle MFE  Michael Finley TGM  Tom Mason
nc Brian Convery 18 John Solomon MP Mathew Pierre W  Toby Ware

BDS Brigitte Scott



FURR'S SUPERMARKE 1

Deloitte Consulting L..P. and Dcloitte & Touche LLP
Complete Accounting of Time Expended

By Category by Day

RATL IHOURS DOLLARS

9726/2001 Continue to review and revise First Interim Fee Application $100 3.0 300.00
97262001 Continue to review and revise First Interim Fee Application 5100 25 250.00

John Litrle
9/18/2001 Work on Exhibit IH of fee application 8315 25 787.50
9202001 Continue to work on Exhibit 11 of fee application 3315 33 1.102.50
9/2472001 Continue to work on Exhibit TIT of fee application $315 1.9 598.50
9/26/2001 Continuc to work on Exhibit 111 of fee application $315 1.0 315.00
9724/2001 Continue to work on Exhibit 111 of fee application $315 0.8 252.00
/272001 Continue to work on Exhibit IIT of fee application 8315 0.7 220.50
9282001 Continue to work on Exhibit [Tl of fee application 3313 21 661.50

John_ Title
0282001 Review and Revisc First Interim Fee Application £350 2.7 945.00
Feesemploymernt applications 47.8 58.590.50

Litigation consulting - 118

Ben Barnert

9/4/2001 Prepare for testimony £393 25 987.50
94,2001 Continue preparation for testimony $395 25 987.50
%/182001 Preparation for testimony $395 2.0 790.00
9/18%2001 Continue preparation tor testimony $395 20 790.00
92412001 Continue preparation for testimony 5395 1.5 592.50
924/2000 Continue preparation tor testimony 3395 2.0 790.00
Litigation consulting 12.5 $4,937.50
Meeting of Creditors - 111
Anthony Forcum
%/142001 Participate in conference call with UCC members $600 1.2 720.00
Meeting of Creditors 1.2 $720.00
Valuation - 121
John Solgmon
9252001 Final draft report review $350 2.5 875.00
92572001 ¥inal draft report review $350 1.8 630.00
9252001 Final draft report review 5350 1.7 595.00
Professionals
AF Anthony Forcum L. EdLynch T John Tittle RP Rachel Pack
Al Anthony Jackson FHIW  Joe Wells KDR Kjle Redtearn RTM Ryan Miller
BEB Ben Barnett JWL. John Little MF  Michuel Finley TGM  Tom Masoen
RC Brian Convery IS John Solomon MP  Mathew Pierre TW  Toby Ware

Bhs Brigitte Scott



FURR'S SUPERMARKE1

Deloitte Consulting I..P. and Deloitte & Touche LLP
Complete Accounting of Time Expended

By Category by Day

RATE HOURS DOLIARS

9/26/2001 Final draft report review 3350 20 700.00
9/26:2001 Final draft report review $350 2.0 700.00
Valuation 10.0 $3.500.00
September $18,933.00

October

Fee/employment applications - 107

Anthany Forcum
132001 Review drafl of First Interim Fee Application $600 1.5 900.00
10/12:2001 Prepare draft of Notice document $600 0.5 300.00
107152001 Make changes to Notice document based on input from counsel 5600 0.5 300.00
107162001 Discuss Notice document with counsel $600 0.5 300.00
1041972001 Finalize Notice document with counsel $600 0.5 300.00

Anthony Jackson

104122001 Work on September Invoice $180 3.0 340.00
10122001 Continue work on September Invoice S180 30 540.00
10/t22001 Continue work on September Invoice $180 0.3 54.00
10/3/2001 Review Fee Application 5180 1.3 234.00
10732001 Continue 1o review Fee Application 5180 22 396.00
1v222001 Continue work on Fee Application 5180 1.0 180.00
Ben Barnett
1292001 Review and revise fee application $395 25 987.50
103072001 Continue review and revision of fee application $395 35 1.382.50
1073172001 Continue review and revision of fee application $395 2.0 790.00
Brigitte Scott
107172001 Review and revise First Interim Fee Application $100 1.3 130.00
10712001 Continue to review and revise First Interim Fee Application S100 2.3 230.00
1o/3/2001 Continue to review and revise First Interim Fee Application $100 2.7 270.00
1172000 Amend July and August invoices $100 0.3 30.00
10222001 Begin gathering data for September and October portion of Second $100 1.3 130.00
Interim Fee Application
10722/2001 Continue to gather date for September and Cctober portion of s$100 20 200.00
Second Interim Fee Application
1072272001 Work on Notice of Filing First Fee Application S100 1.6 160.00
Lo/2372001 Reconcile time analyses for September in preparation for Second $100 1.9 190.00

Interim Fec Application

Professionals

AF Anthony Forcum EN.  EdLynch T John Tittle RE Rachel Pack
All Anthony Jacksen HIW  Joe Wells KDR  Kylc Redfearn RTM  Ryan Mitler
BER Ilen Barnett JWL John Litile MF  Michael Finley TGM  Tom Mason
RC Brian Convery IS John Solomon MP  Muathew Pierre T™W  Toby Ware

RDS Drigitle Scott



FURR'S SUPERMARKE 1

Deloitte Consulting L..P. and Deloitte & Touche LLP
Complete Accounting of Time Expended

By Category by Day

RATE HOURS DOLLARS

10:232001 Continue work on Notice of Filing First Fee Application $100 23 230.00
10/30/:2001 Work on Final Fee Application $100 23 230.00
10:30:2001 Continue work on Final Fee Application $100 3.0 300.00
12302001 Continue work on Final Fee Application 100 20 200.00
107312001 Continue work on Final Fee Application $100 25 250.00
ter3t2001 Continue work on Final Fee Application 5100 30 300.00
John Little
L3001 Final preparation of fee application for distribution to service list $315 0.8 252.00
John Tittle
10/302000 Work on Interim Fee Application, including Notice to Interesied $350 20 700.00
Parties
Fee/employment applications 53.6 $11,006.00
October $11,006.00
For Current Services Rendered 128.1 $329,939.00
Professionals
A¥F Anthony Forcum FIL EdLynch IT John Little RP Rachel Pack
Al Anthony Jackson HIW  Joe Wells KDR Kyle Redlbearn RTM Ryan Miller
BI:B Ben Barnett JWL John Liitle MF  Michael Fipley TGM  Tom Masen
ne Brian Convery J5  John Solomon MP  Mamhow Pierre TW  Toby Ware

BDS Brigitte Scott
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FURR'S SUPERMARKETS
Deloitte & Touche
Summary of Professional Fees and Hours by Activity Category

September 1, 2001 through October 31, 2001
CATEGORY HOURS FEES
117 |Data analysis 3.0 $1,185.00
107 |Feefemployment applications 101.4 $19,596.50
118 |Litigation consulting 12.5 $4,937.50
111 |Meeting ot Creditors 1.2 $720.00
121 |Valuation 1.0 $3.500.00
TOTAL 128.1 $29,939.00
Blended Rate Per Hour $233.72
February 21, 2001 through October 31, 2001
CATEGORY HOURS FEES
101 |Asset analysis and recovery 31 $11,289.50
102 |Asset disposition 28.1 $7.494.00
115 [Business analysis 120.9 £40.024.50
104 JCase administration 142.2 $48.686.25
117 |Data analysis 514.0 $138,006.50
106 |Employee benefits/pensions 188.7 $63,601.00
107 |Fee/employment applications 429.5 $82,638.00
108 |Fee/employment objections 11.0 $3,854.00
109 |Financing 191.2 $57.543.50
118 |Litigation consulting 223 $£9.905.50
111 |Meeting of Creditors 3281 $125.188.00
121 |Valuation 1.418.1 $416,409.25
TOTAL 3,425.2 $1,004,640.00
Blended Rate Per llour $293.31
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FURR'S SUPERMARKET»
UNSECURED CREDITORS COMMITTEE
Summary of Professional Fees and Hours by Professional

September 1, 2001 through October 31, 2001

Name Position Billing Rate  Hours Fees
Anthony Forcum Partner £600 17 % 2.820.00
Ben Barnett Partner $345 235 9.282.50
John Solomon Manager $350 (TN 3.500.00
John Tittle Senior Manager 351 1.7 1.6:45.00
John Lite Manaper $315 13.3 4.189.50
Anthony Jackson Consubant 5180 164 2.952.00
Brigitte Scott Paraprofessional 5100 355 5.550.00
Total Professional Fees and Hours 1281 S 19,939.00
Blended Rate per Hour: b 233.72
February 21, 2001 through October 31, 2001
Name Position Billing Rate  Hours Fees
Anthony Forcum Partner $600 1028 § 97.680.00
Ben Barnett Partner $395 121.7 38.071.50
Ld Lynch Pariner $395 22 869.00
Joe Wells Pariner $395 27 11,731.50
John Solomon Senior Manager $350 204 8 9268000
John Title'" Senior Manager $350 326 109,399 .50
Julia Cunningham Senior Manager £350 0.5 175.00
John Linle™ Manager $315 83 108.816.75
Kyle Redfearn Muanager $315 2577 81,175.50
Steve Benenson Manager 3315 2.0 630.00
Tom Mason''! Manager $315 2761 £6.955.75
Brian Convery Senior Consultant $360 4933 178.308.00
Anthony Jackson Consultant $140 415.6 T4.808.00
Mathew Pierre Consultant $130 118.5 21.330.00
Michael Finley Consuitant $180 110.9 14.962.00
Rachel Pack Consultant $180 525 9.450.00
Ryan Miller Consultant S1R80 13.5 2,790.00
Toby Ware Consulant $180 193.5 35.190.00
Brigilte Scott Paraprofessional $100 43 24.430.00
Jeri Mailunder Project Coordinator 5123 1.5 187.50
Total Professional Fees and Hours 34251 $1,004,640.00
Blended Rate per Hour $293.32

*"I'he professional fee and hour amounts reflect rounding ditTerences of .1 hours and $42 00.
This amount has been removed from the total professional fecs above, eitectively reducing both
the total hours and fees. ‘This in cssence creates u fee reduction lor the Debtor,



FURR'S SUPERMARKE DS

UNSECURED CREDITORS COMMITTEE
Summary of Professional Fees and Hours by Professional

Hours Fees
Billing  First Fee App. Interim Period Total First Fee App. Interim Period Total

Name Position Rate (2/21 - 831y (%1 -10/31)  (2/21 - 13N {2/21 - 8/31) (91 - 10431}y (2721 - 10/31)
Anthony Forcum  Partner $600) 158.1 47 F62 8 $ 94 8nitn % 282000 % 97,680 00
Ben Bamewt Partner $3us 98.2 235 1217 3R.78900 4,282 50 3R.071.50
Ld [ynch Partner $395 1z - A ghy N - 869 00
Joe Wells Partner 393 n7 - M7 11,731 50 - 11,731.50
John Solomon Sr Manager S350 2548 10.0 2hd 8 BY, 180 1N 3,500 00 42 .630.00
Juhn Tiule!" Sr Manuger S350 3079 1.7 2n 107.734.50 1,645.00 169,394, 50)
Julia Cunningham 81 Manager $350 0.5 - ns 17500 - 17500
John Lile'™ Muanager $315 3322 13.3 LRI 104.627 25 4. 18950 INRRIH 75
Kyle Redfearn Manager $31s 2577 - 2377 K175 50 - R1. 175 50
Steve Denenson Manager 315 20 - 10 A3 ) - 63000
Tom Masun'!" Munager $£315 276 1 - 2l L LI AR - 86.935.75
Beoan Convery Sr Consultant 8360 495 3 - IR AN 1 7R308 0 - 178.308.00
Anthuny Jackson  Consnltum S180 KL 16.4 Hie 1856 it 295200 74808 )
Mathew Picere Consnltant $180 118.5 - HES 2133000 - 21.330 0
Michuel Finlev Consuttant B0 1109 - (BHET 19 U2 0 - 19.962 00
Ruchel Pack Consultant £180 323 - R G AR - EENU{]
Ryan Miller Cunsultant $18D 15.5 - [ 2,790 - 279000
Tuby Wiare Consultant S180 1955 - [ 33190000 - 35,190100)
Hrigitle Seott Paraprol $L00 188 8 535 2443 18880 (10 5533000 24.430.00
Jeri Manlander Pron. Coord $l2s 1.5 - 15 187 50 - 1R7.50
Total Professional Fees and Hours 32970 128.1 34251 S 97470100 S 29.939.00 S 1,004,640.00

Blended Rate per Flour 5 295.64 S 23372 S 293.32

ih

The protessional fee and hour amounts reflect rounding differences of | hours and $42 0o

lees above,_ effectively reducing both the 1otal hours and fees. This in essence creates a fee reductinn for the Debtor.

| his wmount has been removed trom the total protessional
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ANTHONY D. (TONY) FORCUM (212) 436-2924

tforcum(@deloitte.com

PARTNER, MANAGEMENT CONSULTING
DELOITTE CONSULTING L.P., IRVING, TEXAS

PROFESSIONAL
SUMMARY

EXPERIENCE

He has been responsible for assisting partics-in-interest in
troubled situations for over 18 ycars primarily in the retail,
consumer products manufacturing and financial services
industries. His has assisted debtors, secured creditors, official
committees of unsecured and trade creditors, and prospective
investors. He has testified in various bankruptcy courts in the
United States.

Mr. Forcum graduated from Emporia Statc University in 1973
where he earned a Bachelors of Science in Business with a
major in Accounting. For the last five years Tony has served
as the Managing Director of the Texas Practice of Deloitte
Consulting.

Reorganization Services

¢ Co-partner responsibility tor all services to be performed by
Deloitte Consulting as Restructuring Consultants to Ames
Department Stores, Inc., Debtor-in-Possession, which filed for
Chapter 11 on August 13, 2001,

+ Partner responsibility for all services provided to the official
Unsecured Creditors Committce of Furr's Supermarkets Inc.,
Debtor-in-Possession. Primary focus of the services provided
included assessments of the adequacy of the DIP facility,
reliability of Debtor’s cash {low forecast. sensitivity analysis of
the forecast to changes in assumptions, viability of the business
as a standalone entity, appropriatcness of the Key Employee
Retention Plan and fees to be paid to the debtor’s investment
bankers and crisis managers, value of the Debtor’s business on
both a going concern and liquidation basis, valuation of
operating our capital leases. and status of operations during the
pendency of the case.

¢ Partner responsibility for services provided to Anchor
Resolution Corporation, Debtor-In-Possesston, successor to
Anchor Glass Container Corporation. Significant effort during
the case focused on activities related to the sale of the majority
of the operating assets of the Debtor shortly after the filing;
assistance with data gathering, and the design and
implementation of the oversight, management and

-



infrastructure processcs required to wind down the remaining
assets, liabilities and opcrations of the Debtor: and
management of all claims resolution activities, including
significant efforts related to reclamation claims

Shared partner responsibility for all reorganization, accounting,
auditing and tax services provided to Bruno's, Inc., Debtor-In-
Possession. Initial primary activities included assistance with
planning and organizing, and significant assistance related to
the filing of required statements of financial affairs and related
schedules, and design and implementation of all activities
related to warehouse and DSD) vendor reclamation and critical
vendor claims processes

Partner responsibility for all services provided to a regional
grocery store/wholesaler with revenues of $600 million in its
turnaround/ restructuring. Worked with management to
identify and implement changes to improve operating
performance from a negative cash flow of $2 million per month
to break-even within five months. Areas of assistance have
included:

- Developing and implementing improved short-term cash
management processes. including daily/weckly/monthly
liquidity forecasts and management reports

- Developing and implementing a short-term stabilization
plan focused on fiquidity and “quick fix" operational
improvements

- Evaluating and implementing opportunities to improve
store, departmental and corporate profitability

- Assessing the store base and identifying opportunities to
rationalize the chain

- Evaluating current wholesale operations and comparing the
costs/benefits versus alternative distribution channels

- Negotiating and obtaininy additional bank financing, as
well as developing communication programs to improve
vendor support

- Identifying and evaluating restructuring opportunities
aimed at maximizing value, including the potential sale of
the business

Partner responsibility for all services provided to the largest
creditor of Mega Foods, Inc.. a regional grocery chain with
revenues of $500 million in its Chapter |1 reorganization.
Assistance included performing financial, operational and

-3-



strategic assessments of the chain on various issues during the
restructuring, Areas of assistance have included:

- Evaluating cash controls and the forecasting/budgeting
processes

- Assessing financial and operating performance, including
benchmarking key performance measures versus
competitors

- Evaluating the store base, including identifying core stores
and other stores that should be divested

- Developing and implementing controls and procedures
related to store closings und short-term assets serving as
collateral

- Evaluating various restructuring alternatives, including
assessing business plans, financial projections and
proposed financing packages for each alternative

Shared partner responsibility for all services provided to the
official creditors committees (1wo) of a regional discount
retailer in Chapter 11. Assistance included assessments of
strategy, management, opcrations, financial performance and
options for creditor recoveries. Activities included expert
testimony in U.S. Bankruptcy Court

Partner responsibility for all services provided to First City
Bancorporation of Texas. Inc.. Debtor-In-Possession (FCBOT),
and its official creditors committee subsequent to the failure of
FCBOT’s 20 former subsidiary banks. Assistance included due
diligence related to proposed settlement of litigation with FDIC
and assistance with devclopment of plan of reorganization

Assisted management of a midsized life insurance company in
the review of expected cash flows from various real estate loan
and investment projects. Also assisted with design and
implementation of a process and monitoring system to
proactively manage such asscts

Partner responsibility for all services provided as accountants
to the Official Committees of Trade Creditors of Zale
Corporation and Gordon Jewelry Corporation. Assistance
included in-depth analysis of the debtors’ interim businecss
plans, review of operating and internal controls over owned
and consigned inventory, and participation in DIP financing
and plan of reorganization negotiations

Partner responsibility for all services provided to First Republic
Bank Corp., Debtor-In-Possession, subsequent to the failure of

-4



the FRBC’s 41 former subsidiary banks in July and August
1988. Assistance included assessment of the organizational.
financial and operational structure for remaining holding
companies and all nonbank subsidiaries: review, valuation and
negotiation assistance in sale or liquidation of certain nonbank
subsidiaries and other asscts of the holding companies;
accumulation of data for tiling of Statements and Schedules of
Affairs by Debtors with 1).S. Bankruptcy Court; review and
assessment of accounting issues related to failurc of banks and
bankruptcy filing of parent companies; review of potential
preference payment and fraudulent conveyance transactions by
debtors prior to bankruptcy filing; assistance with presentation
to creditors of information about debtors’ affairs; and
assistance with formulating potential reorganization plans

¢ Consulting partner responsibilities for reorganization services
provided to Texas American Bancshares, Inc. (TAB), Debtor-
In-Possession, subsequent to the failure of TAB’s former
subsidiary banks

¢ Participation in due diligence performed by buyer in review of
the first major Texas multibank holding company financial
restructuring completed under the FDIC's open bank assistance
transaction (FDI Act Section 13(c)) powers

¢ Extensive participation in a major multifunctional project for
the FDIC in Chicago and Washington, D.C., and two foreign
sites relative to the FDICs Assistance Transaction at
Continental 1llinois National Bank & Trust Co. Project
activities included defining the FDIC’s oversight objectives
and strategies, asset strategics and workout pfans, and the
accounting and management reporting process. Assisted in the
implementation of thesc strategies and plans and assisted FDIC
senior financial management in defining and documenting the
effect of the Assistance Transaction on the FDIC’s corporate
financial statements

¢ Partner responsibility on a project to assist a Midwest banking

organization in due diligence and proposed restructuring of a
troubled $2 billion, Texas-based bank holding company

EDUCATION Emporia State University, B.S.



ED J. LYNCH, CPA

(214)
840-7691

clynch@deloitte.com

PARTNER, FINANCIAL ADVISORY SERVICES
DELOITTE & TOUCHE LLP, DALLAS, TEXAS

FACSIMILE

PROFESSIONAL
SUMMARY

EXPERIENCE

(214) 840-7781

Mr. Lynch has directed and/or participated in consulting
engagements, audits, special investigations, acquisition reviews,
bankruptcy matters, numerous fitigation projects and other special
projects during his career.

His broad industry experience includes accounting, consulting and
auditing for manufacturing companics, distribution businesses,
chemical companies, oil and gas and related busincsses. real estate,
banking/financial services, retail, healthcare, telecom, computer
software and services, employce benefit plans, nonprofit entities and
governmental entities.

Corporate Recovery/Business Regencration/Bankrupicy

¢ Served as financial expert hired by a company that allegedly
received a preference pavment. Testified in deposition for this
Northern District of Texas bankruptcy action. Case scttled
prior to trial

¢ Served as the lead business turnaround consultant to a $130
million uniform sales and rental business in the Midwest.
Assignment included rencgotiation of $35 million secured
lending facilities, advice on collection of receivables and other
cash management issues. profitability analysis of lincs of
business, and consultation with the executives of the company
and lending institutions. This work resulted in a new debt
agreement and the ultimate sale of a line of business by the
company

¢ Appointed as a financial advisor and accountants to the
Unsecured Creditor’s Committee of Nu-Era Group. Work
included the investigation of a check kiting scheme and
analysis of a reorganization plan by the debtor

¢ Served as a financial advisor to the debtor in the Valley
Industries, Inc. Chapter 11 bankruptcy in the Eastern District of
Missouri. Services included liquidation analysis. analysis of
profitability of the lines of business and investigation into an
NOL carryforward to a reorganized entity. The company was

-6-



liquidated for the benefit of its creditors after the profitability
analysis was completed

Assisted a company in preparing liquidation accounting reports
to creditors in and out of court liquidation of two meatpacking
businesses. Provided other liquidation services after the
business was discontinued

Investigated operations of two physicians’ practices for a
bankruptcy trustee in Little Rock, Arkansas. Investigations
focused on receivables collections and Medicare aspects of
those receivables

Accounting, Auditing and Professional Malpractice Claims

*

Analyzed accounting and reporting by a real estate joint
venture and testified about those practices in a deposition,
Case settled prior to trial

For a plaintiff corporation. analyzed tax and business records
of the defendant company in a series of hearings regarding a
garnishment. Testified in state district court in Tarrant County,
Texas

Analyzed the accounting treatment for a voice mail software
license agreement and testificd about the accounting in a
deposition and trial testimony in a state court in Omabha.
Nebraska. The underlying product of the company was utilized
by Cable & Wireless

Served as an expert witness in a litigation alleging accounting
matpractice by an Illinois CPA. The case was settled prior to
trial

Served as an expert witness in Arkansas State Court in a
litigation against a national CPA firm. The business owner
alleged a conflict of interest by the CPA. The case was settled
prior to trial

Testified as an expert witness in St. Louis City Court regarding
the AICPA Code of Conduct and its applicability to certain
audits that were used as a basis for damage determination

Provided litigation consulting services to the FDIC and RTC in
three separate causes of action against CPA firms for audits of
savings and loans. Served as an accounting and auditing
consultant

Served as consultant to counsel defending an Oklahoma CPA

in a claim by the FDIC in a bank audit. Claim was settled prior
to completion of discovery

.7-
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Antitrust

*

Served as expert witness in a antitrust, business interference
multi-billion dollar claim in Texas state court by an oil and gas
company. Damage rebuttal testimony was given in a
deposition. Case settled during trial prior to my testimony

Consulted with counsel for a gas transmission company in an
antitrust damages case in arbitration. Our work focused on
profitability analysis over an extended number of years

Arbitrations

*

Serving as arbitrator in purchase price dispute between two large
companies arising after bankruptcy by the selling entity

Served as arbitrator between two companies over disputed
shipments resulting in written {indings about the shipments

Served as sole arbitrator between two computer companies
resolving purchase price dispute issues

Performed damage analysis in a breach of contract case
involving two companies in an international arbitration.
Testified about damages to a pancl of arbitrators

Performed damage analysis of plaintiff claims against a
telecommunications company for an alleged breach of contract.
Testified about lost profits to Arbitrator as a rebuttal witness to
plaintiff’s expert

Served as the sole arbitrator between two Fortunc 500
companies regarding interpretation of accounting issues related
1o contract terms in a business acquisition. Issues involved
percentage completion in the financial statements of the seller.
The case was settled prior to the conclusion of the process

Served as an expert wilness in an arbitration over accounting
issues involved in a legal contract

Served as the sole arbitrator in a dispute resulting from the
acquisition of a food business by a Texas company. Primary
issues involved disputes over accrued liabilities and promotion
accruals

Performed damage computations in an arbitration of a sale of a
fast food restaurant chain for the seller of the business. The
case was settled prior to the arbitration hearing



*

Served as a consultant to a party in arbitration over the sale of'a
water distribution business. ‘The issues involved were capital
expenditures and collectibility of accounts receivable

Breach of Contract

*

Served as expert witness in a brcach of contract claim
regarding provisions of a computer outsourcing contract. The
case settled after deposition

Served as an expert witness fur the State of Texas in defense of
a breach of contract claim where damages claimed by
numerous defendants approximated $250 miifion. The State
had terminated a contract and faced numerous types of damage
claims. Mr. Lynch analyzcd the claims, prepared a report, gave
a deposition and testificd at trial in state court in Austin.

Served as an expert witness in a case involving damages in the
termination of a physician in a private practice. The case was
settled after deposition

Analyzed airport services contract damages in a claim of
fraudulent misrepresentation

Served as an expert witness in a fender liability case in I{finois
State Court

Business Interruption

*

Served as an expert witness in a case involving damages from
an alleged equipment faifure at a power plant. Analyzed the
types of costs claimed as damages by the plaintiff’s expert and
gave deposition and trial testimony about the damages

Advised global company in two different business interruptions
claims involving furnaces in a steel plant. 1ssues involved lost
profits due to lost production capacity. Advice included both
formulation of claim and negotiation of settlement

Assisted insurance company in analysis of a fire loss claim by a
law firm after a computer room fire. Analysis included law
firm revenues generated before, during and after the fire

Assisted insurance company in analysis of two fire loss claims
- one by a restaurant and another by an animal clinic

Served as consultant to testitying expert in a fire loss claim by
a start-up business



-

Dealer/Distridution

¢ Served as consultant to Toyota Motor Sales in two dealer cases.

Cases involved allegations of lost profits by dealers resulting
from alleged improper allocations of vehicles among dealers

¢ Served as consuitant to American Honda in several cases for the

years 1995-1996. Mr. Lynch’s initial involvement was as
engagement partner and his involvement was curtailed after his
transfer to Dallas

Environmental

*

Served as a financial expert in a dispute over environmental
indemnification language in a purchase agreement between two
Fortune 500 companies. Testified to a panel of three arbitrators

Served as the engagement partner on an assignment to analyze
strategic direction in the management of remediation and
related environmental liabilities for a confidential Fortune 500
company. The end product of this confidential assignment was
recommendations to alter practices in the financial
management of environmental matters

Served as the reviewing partner in a litigation over asbestos
removal costs and related damages to owners of a regional
shopping mall

Analyzed compliance efforts by a confidential Fortune 500
company in relation to the U.S. Sentencing Commission’s
definition of an “effective compliance program™ and the drafl
environmental sentencing guidclines “commitment to
environmental compliance.” Reported recommendations to the
CEO and Board of Directors

Served as a financial expert for the Texas Natura] Resource
Conservation Commission in two contracts invoiving vehicle
emissions testing in the State of Texas

Ethics/Compliance Programs

*

Serving as a damage experl witness in a breach of
contract/business interference case in the Western District of
Texas. The business involves compliance consulting for
healthcare entities. No testimony has yet been rendered

Acted as a consultant to a former U.S. prosecuting attorney
who served as outside counscl to a Fortune 500 multinational
company. That engagement compared the company’s
compliance efforts to the ¢lements of an effective compliance
program in the Federal Scntencing Guidelines
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Assisted two large companies in the design of their compliance
programs using the Fedcral Sentencing Guidelines definition of
an effective compliance program. Also consulted with a
Fortune 500 company regarding risk assessments in its
operations

Worked with a large hospital system’s corporate compliance
committee as the outside consultant to counsel in developing a
compliance program responsive to the Federal Sentencing
Guidelines. The project cntailed consulting regarding the
composition of the compliance committee, the drafting of the
outline for a code of conduct. working with counsel on the
drafting of the code of conduct and consulting on
implementation of the program

Served on a team of consultants rendering consulting to the
outside counsel of a Fortune 500 company that assessed the
effectiveness of its compliance program as it related to the
Food and Drug Administration regulatory scheme. This project
resulted in recommendations to counsel and its client

Forensic/Investigative

*

Served as an expert witness in a claim by cooperative members
against the officers of the cooperative and the cooperative
itself. Analyzed allegations of fraud and testified in a
deposition. The case was resolved prior to trial

Served as an expert witness in an investigation of a fraud by a
fiduciary (attorney) in a real estate business. Case was settled
prior to testimony

Part of a team that investigated a fraud by an employee of a
telecommunications company

Advised an internal audit team of a public utility in an
investigation of a lapping scheme by a cashier. Advice also
involved critique of a fidelity bond claim drafted by the
internal auditors

Investigated a fraud by an cmployee perpetrated against the
personal assets of a CEO of a public entity. Analysis has
included assistance to the private investigator and attorneys in a
quantification of the fraud and understanding the accountant’s
role in discovery of the {raud

Analyzed metal broker transactions for a company with a
disputed balance. The broker had been indicted by a federal
grand jury for illegal activity. Analysis was used to fully
document the transactions and settle the disputed balances
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Performed an analysis of an cinployee’s mortgage loan account
as part of a fraud investigation at a savings and loan audit client

Investigated financial activitics of a property manager of a
hotel and commercial real estate project in Little Rock

Performed an investigation of crop yields for a foreign
landowner on farms in Arkansas and Oklahoma. Reported
results of analyses to owner’s counsel in London

Healthcare

*

Providing expert witncss scrvices to an IPA in two class action
claims by hundreds of physicians in Tarrant County court

Provided consulting services to a hospital in employment
litigation related to alleged age and sex discrimination. Advice
related to whether the historical numbers of terminations
indicated a pattern of discrimination and whether
management’s expectations of the controller were reasonable in
the industry. Testified in Federal District Court in Lexington,
Kentucky, regarding expectations of the controller

Provided special investigation services to the trustee for two
different physicians’ bankruptcies. Developed schedules for
use by the trustee

Analyzed damages in the termination of an anesthetist in a
litigation in St. Louis. The casc scttled prior to trial

Independent Judge or Consultunt to Neutral

*

Served as an independent judge in a consumer contest
sponsored by Anheuser Busch. Appointed after a printing and
production error in the conlest game pieces was discovered.
Administered the awarding of an additional $2 million prize
pool and the $1 million in gold at the contest’s conclusion

Served as accountant to trustees in the refund of an adjudged
illegally collected use tax of $10 million in the state of
Arkansas. Duties included managing approximately 2,000
claims for referrals and the $10 million invested until refund
checks were authorized by the court and its trustees

Served as the reviewing partner on the refund of a $3.2 million
settlement of a class action refund to health insurance
policyholders after settlement of a co-pay calculation dispute



Intelleceual Property

*

Serving as expert witness in an attorney malpractice casc
arising from an intellectual property case. Mr. Lynch has given
testimony for the defendant atiorneys. Trial is scheduled for
2001

Serving as expert witness in a trade secrets case. Report
deadlines have not yet been reached

Served as expert witness in a patent case in the Western
District of Tennessee involving a patented feature on a hip
implant cup. Rendered a written damage report on lost profits
and reasonable royalty and a deposition on behalf of defendant
company. Case settled prior to trial

Served as an expert witness in a Texas trade secrets case
involving a counterclaim by defendants for business
interference. Testified at trial in Dallas County, Texas
regarding damages

Served as an expert witness in a patent case in the Northern
District of Texas involving cholesteric liquid crystal display
technology. Rendered a written damage report for the plaintiff
company’s counsel and testified to a jury on the damage
amounts

Consulted about damages in a patent infringement and trade
secrets litigation in the Northern District of Texas. Testified
about alleged price erosion. lost profits, disgorgement of profits
by the defendant and thc cffects on an acquisition by the
plaintiff company. The case was settled after deposition

Served as an expert witness in a case involving a patent on a
toolbox. Examined the damage claim of a Ph.D. ecconomist
who claimed price erosion, lost profits and royalty.
Examination of all of the facts showed price erosion was due to
the plaintiff’s own competing products and that lost profits
were vastly overstated. The casc was settled prior to trial after
deposition

Served as a damages expert in a design patent case in the
Northern District of Texas involving design patent on roofing
shingles. Case settled prior to trial

Served as an expert witness in a trade dress case in the Eastern
District of Louisiana. The case was settled prior to trial or
deposition

Analyzed damages in a trade dress. trademark and patent case
in Federal District Court in St. Louis. Testificd about lost
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profits damages and a rcasonable royalty. Products involved
were Vaseline Intensive Care Lotion and a store brand of hand
lotion

¢ Analyzed damages in a patent litigation. Determined
reasonable royalty and lost profits and testified about both in
Federal District Court in St. Louis. The patent involved the
processing of tuna using casein

¢ Analyzed lost profits and rcasonable royalty in a patent
litigation over diode rectifiers in battery chargers. Testified in
several depositions and at the jury trial

¢ Consulted with counsel for a Midwest university regarding
damages from infringement ot a patent by a manufacturer. The
case was settled before any testimony was rendered

¢ Consulted with counsel in a patent litigation and counterclaim
for infringement of patents on vending machines. Analysis
involved discovery consulting to assist in arriving at profits
from the patented items. The case was settled prior to any
testimony

Mergers and Acquisitions Matters

¢ Served as financial consultant in dispute over financial terms in
a sale of a battery business in the 1990s. Issues involved
accounting reserves and obsolete inventory

¢ Served as sole arbitrator in purchase price provisions of a
contract in the computer industry

¢ Served as financial expert in dispute over financial terms in a
business sale. Tssues involved earn out and adjusted net worth
calculation. Testified in deposition and arbitration hearing in
Chicago, Illinois

¢ Served as financial experl for purchasing company in a
litigation over the effects of a financial fraud on an asset
purchase by a public company. Depositions and written a
report were rendered. Case settled prior to trial

¢ Rendered business-consulting services to former sharcholders
in a dispute with the purchasing corporation. The dispute
involved interpretation of guarantee agreement provision and
opinions as to what constituted a default and normal business
practices

¢ Rendered financial advice and expert testimony in a dispute
arising from the sale of a group of mental health clinics.
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Arbitration settied the dispute between the partics following his
testimony

Analyzed financial terms of an employment agreement granted
as part of an acquisition and gave deposition and trial
testimony about the financial performance of a portfolio of
loans reiated to the financial terms of the employment
agreement. The defendant company was a subprime auto
lender

Product Liability

*

Analyzed damages aliegedly resuiting from poor-performing
batteries distributed by an italian company. The batteries were
purchased in the U.S. and uscd in emergency lighting sold in
Europe. Testified about damages in deposition and jury trial in
Kansas City, Missouri

Analyzed damages alfleged!ly resulting from a bad chemical in
the microchip manufacturing process. Testified in deposition.
Case settled prior to trial

Securities Cases

*

Served as consultant to outside counsel in an investigation into
a restatement of financial statements by a registrant. Outside
counsel reported the findings to the Board of Directors.
Registrant is defending numcrous class action complainis in
Texas

Serving as consulitant to outside counsel who is responding to a
Milberg Weiss class action claim against a distributor of
products. Case is pending disposition of summary judgment
motion in Miami

Analyzed damages alleged by equity holders in a class action
suit against a large agricultural cooperative. Analysis involved
financial trends over 15 years, as well as financial facts rclated
to the class members. After deposition, the judge granted
summary judgment to the defendants

Served as a financial and accounting expert in two different
class action claims against a subprime auto icnder. Was hired
by counsel for the officers and directors and the corporation.
Rendered financial reports rebutting the accounting claims of
the plaintiff"s experts

Consulted with counscl answering allegations of securities

fraud refating to accounting and disclosure matters in a high
technology company
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PREVIOLIS
EXPERIENCE

EDUCATION
CERTIFICATION

PUBLICATIONS

PROFESSIONAL
AFFILIATIONS

Updated: August 2001

Price Waterhouse LLP, Partner, Financial Advisory Services
Controller, Mangan Rains Ginnaven Associates

University of Arkansas, B.S.B.A.. major in Accounting
Certified Public Accountant in Texas, Missouri and Arkansas

Co-authored “Blue Ribbon Blues: What the SEC’'s New Audit
Committee Rules Mean for Public Companies™ — published
i Corporate Legal Times July 2000

Co-authored “Is It Fraud or Just a Misstatement?” published in
Corporate Legal Times it 2000

Authored “Is a Damage Study an Audit?™ - published in internal
newsletter June 1997

Co-authored “Environmental Corporate Compliance Program - Why
Should I Get Interested in an Lnvironmental Compliance
Program?” - published in the Syutheast White Collar Crime
Subcommittee newsletter

Authored two summaries of the Federal Sentencing Guidelines for
Corporations in 1993 and 1998

Compiled and published a St. Louis bankruptcy survey in 1990

Amcrican Institute of Certificd Pubiic Accountants

Texas Society of Certified Public Accountants

Former Member (and Co-Chair for one year) of Professional Ethics
Committee of three different state socicties of CPAs

Association of Insolvency and Restructuring Advisors

Licensing Executives Society
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BEN E. BARNETT, MATI, CCIM (214) 840-7151

bebarnctt@deloitte.com

PARTNER, FINANCIAL ADYISORY SERVICES
DELOITTE & TOUCHE LLP, DALLAS, TEXAS

Relevant
experience:

Previous
experience:

Litigation Support

*

- Testified in U.S. Bankruptcy Court in Fort Worth, Dallas, Tulsa,
San Antonio, Phoenix, New York and Worcester in support of
market value conclusions covering secured claim value, plan
feasibility, mortgage interest ratcs and cash collateral. Testimony
has also been given in the Federal Court of Claims (Winstar). He
has additional litigation support expericnce in federal tax, property
tax, condemnation, environmental and general litigation issues

Asset Management/Marketing

*

- Appraised, managed and successfully marketed 6,200 acres of
vacant land and one industrial facility in Kern County, California,
and 78 acres of industrial lots in Pueblo County, Colorado. His
combination of appraisal and marketing skills resulted in a total sale
price that was 6.6 times higher than the perceived value just prior to
the commencement of the project

International

*

- Provided real estate valuation and consulting services to Coca-
Cola and Northern Eurasia for properties located in Moscow, Kiev,
Utena, Lithuania, and Tallinn, Estonia. The purpose of the project
was to estimate the value of assels to be contributed to joint ventures
between Coca-Cola and local organizations

Was in private consulting in litigation support, dispute resolution and
acquisition underwriting for debt and equity placement and
subsequent securitization. Has closed more than $30 million in real
estate transactions in 1998

- Has provided field and review appraisal and/or feasibility
analysis on developed or undcveloped special-use, commercial,
industrial, retail and multifamily properties. Has assisted in the
review of loan portfolios and RI:O/workout properties for various
members of the thrift and banking industry. Some of these portfolios
comprised more than 100 properties

Has worked in public accounting (Arthur Young, Ernst &
Young LLP and Arthur Andersen 1LI.P) in real estate valuation for 14
years. Prior to this, was a valuation engineer with the Internal
Revenue Service. In this capacity, appraised real property,
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trademarks, covenants and cattle breeding operations; performed
investment tax credit analysis; and negotiated settlements

Education: Texas Tech University, B.S.. Microbiology

Texas Tech University, B.S.. Chemical Enginecring
Professional
afTiliations: Member of the Appraisal Institute

¢ Certified Commercial Investment Member
¢ Certified General Appraiser - Texas, Colorado, Georgia and
other states as needed
¢ Real Estate Broker - Texas
¢ Property Tax Consultant - Texas
¢ Chairs peer review committees in Counseling and Ethics for
the Appraisal Institute
¢ Member of the Board of Dircctors of the Texas Appraiser
Licensing and Certification Board
- 1995 — present
- Vice Chair 1996
- Chair 1997 — 1998
¢ Member of the Board of Directors of the National Properties
Committee of the Boy Scouts of America-Irving. Texas
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TEXAS APPRAISER LICENSING AND CERTIFICATION BOARD

BE IT KNOWN THAT

BENJAMIN EDWIN BARNETT

HAVING PROVIDED SATISFACTORY EVIDENCE OF THE QUALIFICATIONS REQUIRED BY
THE TEXAS APPRAISER LICENSING AND CERTIFICATION ACT,
ARTICLE 6573a.2, VERNON'S TEXAS CIVIL STATUTES,
15 AUTHORIZED TO USE THE TrILE

STATE CERTIFIED
GENERAL REAL ESTATE APPRAISER

Number: TX-1322914-G

Date of Issue: February 18, 2000

Date of Expiration; April 30, 2002
In Wirness Thereof

. Linér, Coinnissicner

Debra 5. Runyan, Chair James M. Synatzske, Vice-Chair Jacgueline G. Humphrey, Secretary
Btnj'ilmll"l E. Bameu David Glojer Eduarda A. Lopez
L. W. (Wayne) Mayo Robert A. Seale, Jr. Angie V. Whie
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JOHN TITTLE, JR., CPA

(214)
840-7206
jtittle@deloitte.com

SENIOR MANAGER, FINANCIAL ADVISORY SERVICES
DELOITTE & TOUCHE LLP, DALLAS, TEXAS

FACSIMILE

PROFESSIONAL
SUMMARY

EXPERIENCE

(214) 840-7677

Mr. Tittle has more than 20 years of accounting and financial
experience, including founding. growing. and managing an
accounting and consulting practicc and a financial advisory firm.
He has taken a company public and has cxperience as the Chief
Financial Officer of an AMEX listed manufacturer and distributor.
Mr. Tittle’s areas of special emphasis include rendering bankruptcy
advisory/reorganization services on behalf of varied stakcholders in
the bankruptcy/turnaround arena, obtaining debt and equity capital,
acting as a consuitant and/or principal in merger and acquisition
activities, including substantial attention to due diligence matters,
rendering business valuations and solvency opinions, and providing
expert testimony and litigation consulting services in judicial
proceedings.

His industry experience includes manufacturing. retail, wholesale
distribution, Internet, e-Business solutions, telecommunications.
media (old and new), insurance, construction, railroads, healthcare,
aquaculture, sub-prime auto finance companies. restaurants, and oil
and gas exploration and production.

Bankruptcy Consulting/Reorganizution Services

¢ Assisting Secured Lenders to consumer products manufacturer
and wholesaler with operating budgets and projections, cash
collateral budgets and extensions, DIP financing terms,
valuation issues, industry analyses, and due diligence. Project
is in progress

¢ Retained as Accountants, Reorganization Consultants and
Financial Advisors to the [Jnsecured Creditors’ Committee in
TransCom USA Management Co. Our work is on going

¢ Retained as Accountants, Reorganization Consultants and
Financial Advisors to L.ucky Lady Oil Company. We have
assisted the Debtor with budgets and projections, fuel tax
issues, cash collateral budgets and extensions. accounting
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issues, DIP facility matters. flash reports and long term
business plan issues. Project is in process

Retained as Accountants, Reorganization Consultants and
Financial Advisors to the Unsecured Creditors’ Committee of
Furr’s Supermarkets, Inc. Our work included cash flow
projections, cash collateral issues, trade lien analysis, DIP
financing terms and issues, investment banking fee
comparables and analyses, Key Employee Retention Plan
analyses, liquidation and valuation issues. real estate matters,
lease rejection and valuation issues, flash reports, and assisting
in negotiations with other partics-in-interest. Our retention is
on going

Appointed as Accountants, Consultants and Financial Advisors
to the Trustee (Foreign Representative) of Mid-American
Indemnity Insurance Company to analyze, review and testify as
to a series of business transactions over a 10-year period
between a Cayman Island domiciled excess lines insurance
carrier, a domestic excess lines carrier, several related offshore
reinsurance companies and other related offshore entities to
determine whether the transactions in question were an attempt
to transfer to other persons or entities value created within the
Debtor. The engagement also included determining the
solvency of the Debtor and the related domestic excess lines
carrier at certain points in time. Determined that the
transactions were fraudulent and designed to hinder, delay and
defraud creditors. Prepared a report and an affidavit in the case.
The matter was settled prior o Mr. Tittle’s testimony

Retained as Accountants, Consultants and Financial Advisors
to the Chapter 7 Trustee of HardCote Technologies, Inc. to
analyze and investigate a series of potentially fraudulent
transactions by former officers, directors and shareholders of
HardCote. These alleged fraudulent transactions occurred less
than one year prior to the filing of the Chapter 11 proceeding
by HardCote. Mr.Tittle delivered his opinions and conclusions
in the form of an affidavit. Determined that these transactions
were fraudulent. The matter was resolved prior to Mr. Tittle's
testimony

Retained as Accountants, Consultants and Financial Advisors
to the Official Unsecured Creditors” Committee of HardCote
Technologies, Inc. Assisted the Committee by reviewing and
analyzing HardCote’s bankruptcy filings as well as evaluating
the Debtor’s plan of reorganization. Performed due diligence
relative to certain items contained in the Debtor’s filings.
Determined that the Debtor’s plan was not feasible. HardCote’s
bankruptcy was converted to 2 Chapter 7 proceeding
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Served as Accountants, Consultants and Financial Advisors to
the Official Unsecured Creditors’ Committee of Pangburn
Candy Company. Work included performance of due diligence
on certain assets of Pangburn in order to assist the Committee
in evaluating bids for the purchase of these assets. The
cngagement also included monitoring the winding down of
operations and sale/liquidation of certain assets as well as the
conducting of a review of preferences/voidable transactions

Retained as Accountants, Consultants and Financial Advisors
to Western Fidelity Insurance Company. Assisted the Debtor
in the preparation of all bankrupicy filings and certain work in
connection with the plan of rcorganization

Served as Interim Chief Financial Officer for The Leather
Factory, Inc. (AMEX:TLF) for one year. In this turnacound
period, Mr. Tittle complected a financial restructuring of its
senior and subordinated debt. Structured and obtained a $9
million senior debt facility from an asset-based lender to
liquidate the Company’s maturing senior and subordinated
debt. With this senior debt tacility, the Company was able to
eliminate the need for subordinated debt

Assisted the Official Unsecured Creditors’ Committee of
Jayhawk Acceptance Corporation in evaluating the plan of
reorganization proposed by the Debtor, provided due diligence
services relative to certain key parameters/assumptions in the
Debtor’s plan and assisted in the Committee’s negotiations
with the Debtor

Retained by a Secured Creditor to review certain transactions
by a Debtor in connection with the Secured Creditor’s
objection to the Debtor’s discharge. Determined that the Debtor
had omitted or mischaracterized certain items in its bankruptcy
filings. The matter was scttled prior to Mr. Tittle’s testimony

A Secured Creditor hired Mr. Tittle to value a construction
company the day prior to the offset of the Debtor’s operating
account by the Secured Creditor. Mr. Tittle determined that the
Company had no value as of the date of the offset and was
insolvent. The case was resolved prior to Mr. Tittle’s
testimony

A Secured Creditor hired Mr. Tittle to review the feasibility of
a plan of reorganization ol a Debtor who owned an apartment
complex. Determined that the plan lacked sound assumptions
and contained errors and/or problems that jeopardized the
plan’s feasibility. Mr. Tittlc also worked with counsel in
deposing the Debtor’s expert. The case was resolved prior to
Mr. Tittle’s testimony
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Retained by Secured Creditor to trace certain loan proceeds due
to potential diversion by a Debtor to affiliates prior to the filing
of its Chapter 11 proceeding. Determined that the Debtor did
indeed divert loan proceeds to related entities prior to filing,
The matter was settled prior to trial

A Secured Creditor hired Mr. Tittle to review the feasibility of
a plan of reorganization of an apartment complex, including the
interest rate assumptions used in the plan. Determined that the
plan lacked sound assumptions and contained errors and/or
problems that jeopardized the plan’s feasibility. The case was
resolved prior to Mr. Tittle’s testimony

Corporate Finance Services

*

Assisted a short line railroad in cvaluating three acquisitions
and conducting due diligence on two transactions. One
transaction involved a $40 million prospective purchase of the
ferry operation of a major Canadian railway. Negotiated an
$11 million credit facility for this railroad client. Acted as
financial advisor in a $5.2 million purchase transaction

Retained in sell-side engagement by an Alberta-based
Internet/New Media consulting company. Performed due
diligence on the Company, prepared a Confidential Information
Memorandum on the opportunity. including the rendering of a
valuation conclusion, marketed the proposed transaction to
institutional investors, obtained letters of intent from certain
institutional investors—one for $30 million for 30% of the
company. Client rejected letter of intent in favor of sale to
industry player

Retained in sell-side engagement to market a Mechanical
Contractor to industry investors. Engagement included
determination of the value of the Company. structuring of deal
terms and conditions, preparation of a Confidential Information
Memorandum on the proposed transaction, and introduction of
the opportunity to industry investors

Acted as financial advisor to a startup satellite-delivered radio
news network including preparation of a business plan and
Financing Memorandum. determination of valuation issues and
use of proceeds, and introductions to selected institutional
investors

Assisted an oil and gas exploration company involved in a
horizontal drilling project in revising its business plan.
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packaging a proposed equity transaction to raise capital for
developmental drilling purposes. and marketing the transaction
to institutional investors

Acted as financial advisor to an Ontario-based
telecommunications company involved in a rollup of
interconnect companies across Canada and conversion of those
acquired entities to its CLEC/ICP business model. Assisted the
Company in identifying an Internet Service Provider (ISP) to
acquire. Performed duc diligence on the Company and its
business plan. Engagement also included assistance in the
Company’s capital-raising cfforts, including, determination of
the value of the Company. structuring of deal terms and
conditions, preparation of a Confidential Information
Memorandum on the proposed transaction, and introduction of
the opportunity to institutional investors

Retained as co-manager with a Virginia-based boutique
financial advisory firm to assist a Vienna, Virginia- based
Internet/Telecommunications Company in obtaining new debt
and equity capital. The Company provided wholesale Internet
access to ISPs and retail shopping malls and rendered network
security and integration services. Revised the Company's
business plan and determined a value for the Company for
purposes of the private placement and introduced the proposed
transaction to institutional investors

Assisted a radiology practice group in due diligence and
acquisition assistance in its purchase by a national radiclogy
practice management group

Acted as a financial advisor 10 a Quebec-based
consumer/leisure products company in its discussions to be
acquired by various US companies in the same industry.
Engagement included preparation of valuation of the Company
and negotiation of deal structure, pricing and terms

Retained in sell-side engagement to market a Specialty
Contractor to industry investors. Engagement included
determination of the value of the Company, structuring of deal
terms and conditions, preparation of a Confidential Information
Memorandum on the proposcd transaction, and introduction of
the opportunity to industry investors

Acted as co-manager with an Alberta-based financial advisory
boutique to assist an Alberta-based company with patented
technology for direct digital capture of x-ray images in raising
a new round of equity capital. Performed duc diligence on the
Company and its business plan. The client terminated the
engagement by paying the prescribed breakup fee in order to
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take advantage of a proposed firm underwritten offering as
opposed to our best cftorts arrangements

Scrved as financial advisor in a buy-side engagement involving
a due diligence review of a company that minted and sold coins
for use in casinos and hotels

Retained as financial advisor to a British Columbia-based
Internet software/tools development company including
preparation of a business plan and Financing Memorandum,
determination of proposed terms, use of proceeds and valuation
conclusion, and introductions to selected institutional investors

Retained as co-manager with a Virginia-based boutique
financial advisory firm to assist a Miami-based company in
obtaining new debt and equity capital. The Company provided
telecommunications services and Internet access between its
Miami-based Network Operations Center, its Points of
Presence (POPs) in Miami, New York and California and
selected cities in South America. Performed duc diligence on
the Company on proposed transaction. Revised the Company’s
business plan and introduced the proposed transaction to
institutional investors

Assisted an alternative power generation company involved in
a project to roll-out biomass gasification units that produced
electricity, steam and hcat. Revised the Company’s business
plan, packaged a proposed cquity transaction to raise capital for
growth/deployment purposcs, and marketed the transaction to
institutional investors

Retained as co-manager with a Virginia-based boutique
financial advisory firm 1o assist a McLean, Virginia-based
company in obtaining new debt and equity capital in a
mezzanine-financing round. The Company provided “best of
breeds” solutions and customized e-Business services to
emerging growth enterpriscs through working  e-Commerce
development centers. Performed due diligence on the
Company on proposed transaction. Assisted in the preparation
of a Private Placement Memorandum

Has taken a company public including performance of legal
and accounting due diligence on target shell companies,
preparation of the registration statement that was filed with the
United States Securities and lixchange Commission in
conjunction with the company going public, and preparation
and coordination of all matters relative to the company’s listing
on the American Stock Exchange

In a three year period, as a principal. closed nine acquisitions,
took another six transactions to the letter of intent stage and
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reviewed, analyzed, and conducted preliminary negotiations
and due diligence on 17 additional targets. All acquisition
activity was handled from detcrmination of initial interest
through closing or applicable termination of discussions

While serving as its Chicf Financial Officer. completed two
private placement transactions for The Leather Factory, one of
which included the placement of a $10 million Senior
Cumulative Convertiblc Preferred Stock issue. Also negotiated
a $10 million bank acquisition line of credit

Negotiated and obtained bank financing arrangements for The
Leather Factory, including more than tripling the size of the
Company’s line of credit. substantially reducing the prevailing
rate of interest on the Company’s indebtedness. and climinating
the personal guaranties of the principal stockholders

Structured and installed three stock option programs.
Facilitated two transactions with an institutional buyer to assist
employees in selling stock who had excrcised options pursuant
to one of these programs. These transactions involved
significant and complex issues involving application of SEC
Rule 144

Consuited with an aquaculture project in the preparation of' a
business plan and assisted in discussions/negotiations with
European investors/lenders

Assisted a Kansas City-bascd home builder in the preparation
of a business plan/feasibility study and in
discussions/negotiations with European investors/fenders

Retained by a British Columbia-based salmon operation to
revise its business plan and assist in the negotiations with
European investors/lenders

Acted as financial advisor on buy-side engagements to assist a
client in purchasing two restaurant chains including preparation
of business plans and Financing Memoranda, dealing with
valuation issues and use of procceds, and assisting in
negotiations with lenders

Retained by a wholesale distributor to perform a business
valuation for purposes of installing an employee stock
ownership plan

Performed a business valuation for a wholesale distributor for
gift tax purposes in order to facilitate transfers among family
members
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¢ Retained by a law firm to perform a business valuation for
purposes of share transfcrs

Employment Law

¢ Retained to calculate damages due to plaintiff’s lost
remuneration as a resuft of defendant’s alleged perpetration of
age discrimination, Rendered deposition and trial testimony.
The jury found for the plaintiff. $27.5 million award highest
contested jury verdict in history of county

¢ Retained to calculate damages due to plaintiff’s lost
remuneration as a result of defendant’s alleged perpetration of
age discrimination. Rendered trial testimony. The jury found
no discrimination

¢ Served as testifying cxpert on behaif of a plaintiff in a handicap
discrimination case. Testified at trial. Jury misread the jury
charge and due to the way that it completed the jury verdict, it
could not award the client any damages

¢ Retained to calculate damages due to plaintiff’s lost
remuneration as a result of defendant’s alieged perpetration of
age discrimination. The matter was resolved prior to Mr.
Tittle’s testimony

¢ Retained to calculate damages due to plaintiff™s lost
remuneration as a result of defendant’s alleged perpetration of
sexual harassment. The matter was resoived prior to Mr.
Tittle’s testimony

o Served as testifying expert on behalf of a plaintiff in an age
discrimination case. The matter settled prior to testimony

¢ Retained to calculate damages due to plaintiff's lost
remuneration as a result of defendant’s alleged perpetration of
age discrimination. The matter was resolved prior to Mr.
Tittle’s testimony

¢ Retained to calculate damages due to plaintiff's lost
remuneration as a result of defendant’s alleged perpetration of
sexual harassment. Rendered deposition testimony. The matter
was settled prior to trial testimony

o Served as testifying cxpert on behalf of a plaintiff in an age
discrimination case. Rendered deposition testimony. The case
settled prior to triaf testimony.

¢ Retained to calculate damages due to plaintiff”s lost
remuneration as a result of defendant’s alleged perpetration of
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age discrimination. Rendcred depaosition testimony. The matter
was resolved prior to Mr. Tittle’s trial testimony

Retained to calculate damages due to plaintift’s lost
remuneration as a result of defendant’s alleged perpetration of
sexual harassment. Rendered deposition and trial testimony.
The judge ruled for the defendant

Served as a testifying expert on behalf of a plaintift in a
wrongful termination casc. Rendered deposition testimony.
The case settled prior to trial testimony

Retained to calculate damages due to counter-plaintiff’s lost
remuneration as a result of plaintiff’s alleged perpetration of
age discrimination. Rendered deposition and trial testimony.
The judge found no discrimination

Lost Profits

*

Defendant insurance company retained Mr. Tittle to review
plaintiff’s claim for lost profits. The plaintiff claimed that the
denial of an insurance claim left the company without working
capital and this resulted in lost sales. Revicwed the plaintiff's
damage calculations as well as the financial statcments and
other financial records of the plaintiff. Mr. Tittle was able to
show that the plaintiff had the working capital available to
achieve the projected sales and therefore the plaintift had no
lost profits. The case was resolved prior to Mr. Tittle’s
testimony

Defendant retained Mr. Tittle to review plaintiff’s claim for
lost profits. The plaintiff, a surgeon, claimed that he had
sustained lost profits due to falling in defendant hospital’s
operating room. Reviewed the financial statements and records
of the plaintiff and determincd that there were no lost profits,
Rendered trial testimony. The jury found for the defendant

Retained to calculate damages on behalf of a defendant in a
personal injury case involving a self-employed individual.
Reviewed the books and records of the individual and prepared
the necessary damage model. The case settled prior to
testimony

Served as a testifying expert for the plaintiff in a casc involving
a furniture distributor that allegedly lost profits due to the
denial of an insurance claim. Prepared damage model and
rendered deposition testimony. The case settled prior to trial
testimony

Retained to calculate damages on behalf of a plaintifT in a
personal injury case involving a self-employed individual.
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Reviewed the books and records of the individual and prepared
the necessary damage model. The case settled prior to
testimony

Breach of Contract

L

Served as a testifying expert for the defendant in a breach of
contract case involving a construction contractor. Performed a
business valuation and preparcd a damage model. Rendered
trial testimony

Retained to caiculate damagces on behalf of a plaintiff as to lost
profits due to premature canceifation of a marketing contract.
Prepared damage model. Case was not resolved. Defendant
declared bankruptcy

Plaintiff retained Mr. Tittle to render testimony regarding
certain aspects of financial statements involved in a dispute
over an alleged breach of representations and warranties in a
purchase transaction. Mr. Tittle testified at trial. The case was
ordered to mediation and settled prior to the rendering of a jury
verdict

Retained to serve as a testifying expert on behalf of a defendant
as to alleged damages sustained by the plaintiff due to his
termination and resultant potential lost value on his stock under
the buy/sell agreement. Reviewed the plaintiff expert’s
damage model. Prepared a damage model and business
valuation. Rendered deposition and trial testimony. Court
awarded value in between two cxperts.

Intellectual Property

*

Retained as a testifying expert on behalf of plaintift in patent
infringement case. The casc settled prior to testimony

Served as expert witness on behalf of a plaintiff in a patent
infringement matter involving a home appliance apparatus.
Prepared damage model. The case settled prior to testimony

Accounting Issues

*

Retained to testify regarding accounting aspects of projections
and other matter in a new business venture. The case settled
prior to Mr. Tittle’s testimony

Retained by the local chapter of a non-profit organization in
litigation against its national organization regarding accounting
issues involving the local chapter. The case settled prior to Mr.
Tittle’s testimony
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PREVIOUS
EXPERIENCE

EDUCATION

CERTIFICATION

PUBLICATIONS

PROFESSIONAL

AFFILIATIONS

Cascade International Capital Corporation, President

Price Waterhouse LLP, Director. Finemcial Advisory Services
The Leather Factory, Inc., Chicf Financial Officer, Treasurer and
Director

Bailey Vaught Robertson & Co.. CPAs und Consultants, Partner
Tittle & Associates, Inc., CPAs und Consultants, President

Texas Christian University, B.B.A.. Major in Accounting. Auena
Cum Laude

Certified Public Accountant in Texas

Mr. Tittle authored and presented “How to Write a Business Plan,”
which was co-sponsored by the Fort Worth Chamber of Commerce

Mr. Tittle authored “Knowledge i1s Your Ally in Trimming
Legal Costs” for publication in The Business Press

Mr. Tittle co-authored and presented "Running the Law Firm Like a
Business.”

Board of Directors, I Have a Dream Foundation-Fort Worth
American Institute of Certified Public Accountants

Texas Society of Certified Public Accountants

Association of Insolvency and Restructuring Advisors
Turnaround Management Association

American Bankruptcy Institute

Former Member and Chairman of Small Business Committee and
Small Business/Entreprencur’s Conference Committee, Texas
Society of CPAs

Former Member of the Regulatory and Legislative Council
Stecring Committee of the TSCPA

Former Member of the Management Consulting Services
Committee of the TSCPA

Former Member of Associated Builders and Contractors; Former
PAC Committee Chairman ol ABC. North Texas Chapter

Updated: September 2001
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