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UNITED STATES BANKRUPTCY COURT ~ © . ., ko
DISTRICT OF NEW MEXICO ‘ )
MEHMY 2L FH 3: 22

U.S. BAc, <0 7CY COURT
ALEJOUERQUE, NM

Case No. 11-01-10779-SA
Chapter 11

Inre:

FURR'’S SUPERMARKETS, INC,,

Debtor,

DISCLOSURE OF ARTHUR ANDERSEN LLP
PURSUANT TO BANKRUPTCY RULES 2014 AND 2016

Arthur Andersen LLP (“Andersen™), hereby states, in connection with the motion
of the Debtor and Debtor in Possession, Furr’s Supermarket’s, Inc. (“Furr’s” or the
“Debtor™), to employ Andersen as its accountants and tax advisors in or in connection this
bankrupicy case and on such other matters as Furt’s may request of Andersen and
Andersen may agree to perform:

l. The undersigned is a Partner of Andersen and practices in Andersen’s
Albuquerque, New Mexico office located at 6501 Americas Parkway NE, Suite 400,
Albuquerque. New Mexico 87110.

2. Andersen has provided accounting and tax services to Furr’s since
approximately June 1994.

3. The services to be provided to Furr's by Andersen and the arrangements for
compensating Andersen, if the Court approves Debtor’s employment of Andersen, is
described in the Engagement Letter attached hereto as Exhibit A.

4. ‘To the best of the undersigned’s knowledge, information and belief, after
making reasonable inquiry, Andersen has no connection with Furr’s, Furr’s creditors or

any other party in interest in this case, or their respective attorneys and accountants, the
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United States Trustee. or any person employed in the office of the United States Trustee,
cxcept as follows:

(a) Partners and employees of Andersen may have professional
relationships with counsel and other professionals representing one or more parties in
interest in the case, and with persons employed in the office of the United States Trustee.
Further, partners and employees of Andersen may have social relationships with counsel
and other professionals representing one or more parties in interest in the case.

b Andersen and its partners and employees may subscribe to telephone
and other utility services from vendors who furnish such services to Debtor, and may
purchase products or services from, or that are manufactured or distributed by, trade
vendors of the Debtor.

(c) Andersen may represent clients who are adverse to creditors of
Debtor, or who are partics in interest in cases in which creditors of Debtor also are parties
in interest, in matters wholly unrelated to the Debtor’s bankruptcy case.

(d)  Andersen does not represent any creditors or equity security holders
of Furr’s in any matters rclated to Furr’s or to this bankruptcy case.

(c) As detailed in the attached Exhibit B, Andersen has in the past from

time to time represented and presently represents parties-in-interest in these proceedings.
Andersen has never been retained nor consulted by any of these parties-in-interest regarding

matters involving Furr’s or this bankruptcy case. Furr's has consented to Andersen
representing Furr’s while at the same time representing the parties listed in Exhibit B in
matters wholly unrelated to Furr’s or this bankruptcy case.

1) Except for its representation of the parties listed in Exhibit C in

matters wholly unrelated to Furr’s or this bankruptcy case, to the best of Andersen’s



knowledge it does not represent any creditors of Furr’s. However, the matrix in this case
will likely contain more than 18,000 names, and because the complete matrix has not been
made available to Andersen. Andersen will continue to review the list to confirm that it
does not represent any creditors of Furr’s in any matters. As soon as possible, Andersen
will supplement this disclosure, if appropriate, upon completion of this review.

5. Within one year of the commencement of this bankruptcy case, the Debtor
has paid Andersen, for various accounting services rendered that were not in contemplation
of or in connection with the Company’s Chapter 11 case, a total amount of $260,436.14,
consisting of $241.774.00 for professional fees, $6,416.00 for reimbursable costs, and
$12,246.14 for applicable taxes. In addition, within one year of the commencement of this
bankruptcy case, the Debtor made no payments to Andersen for services rendered or to be
rendered in connection with this Chapter 11 case.

5. As of February 8, 2001 (the “Petition Date”), the Debtor owed Andersen a
total of $65.000.00. This amount owed by the Debtor to Andersen represented fees and
cxpenses related to services performed in connection with the audit of the Debtor’s
{inancial statements for the fiscal year ended December 31, 2000 (the “FYE 2000 Audit™).
Subsequent to the Petition Date, the Debtor decided not to proceed further with the
completion of the FYE 2000 Audit. In connection with the Debtor’s decision not to
complete the FYE 2000 Audit and in order for Andersen to provide other accounting
services to the Debtor in this Chapter 11 case, Andersen has written-off the full amount of
the $65.000.00 originally owed to Andersen as of the Petition Date. Accordingly,

Andersen no longer holds a pre-petition claim against the Debtor.
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6. Andersen is informed and believes the source of all monies it has received
from the Debtor was the Debtor’s funds.

7. Andersen has received no transfer, assignment or pledge of property for
past-petition financial advisory services.

8. Andersen has not shared or agreed to share with any other person or entity,
other than with parters or employees of Andersen, any compensation paid or 1o be paid by

the Debtor in or in connection with this bankruptcy case.

ARTHUR ANDERSENLLP

erly A. Nu

6501 Americas Partkway NE, Suite 400
Albuquerque, New Mexico 87110

(505) 889-4740

(505) 889-4838 (fax)

Proposed Accoumants and Tax Advisors for
the Diebior and Debitor-in-Possession

This certifies that a copy
of the foregoing document
was served by mail on:

United States Trusiee
P.O. Box 608
Albuquerque, New Mexico 87103

Ihis'_?l/%yo

, 2001,
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ARTHURANDERSEN

Mr. Steve Siork Arthur Andersen LLP
Senior Vice President of Finance, Controller Sale 40

. . 8307 Amencas Parhwiy NE
Furr's Supermarkets, Inc, A!huqueluulc NM 87110
4411 The 25 Way, Suite 100 iv) 505 889 AT0C

Albuquerque, New Mexico 87108 lax 305 889 828

Yok W AT gndereen com

May 8, 2001

Dear Steve,

This lelter und the attached Engagement Terms wall confirm our mutual understanding for Arthur
Andersen LI.P (*Andersen™) to provide lax compliance, audit and other accounting services to Furr's
Supermarkets, Ine. (the “Company”™) and Furr's Supermarkets, Inc. 401(k) Plan, Pension Plan and Group
Hcalth Plan during the pendency of the Company'’s Chapter 11 bankruptey proceeding.

Bbased vn our discussions, we understand that Andersen will be respons:ble for the following:

TAX CUMPLIANCE SERVICES

# Preparation of the Company’s Federal and New Mex:co and Texas state income tax relurns
for the year ended December 31, 2000,

s  Preparation of the Company’s Federal and New Mex:co and "l'exas staic income tax returns
for the year ending December 31, 2001 (or other applicable date, depending upon the
circumstanees of the Chapter 11 case);

BENEFIT FLAN AUDT AND RELATED SERVICES

¢ Performance of limited-scope audits of the financial statements of the Company’s 401(k)
Plan and the Pengiom Plan for the plan year ended December 31, 2000 (and for any
acditionel plan years comnpleted within the pendency of the Chapter 11 case);

s Preparation of summary annual reports for the 401(k) Plan, the Pension Plan and the Group
Health Plan for the plan year ended December 31, 2000 (and for any additional plan years
completed within the pendency of the Chapler 11 case);

e  Preparation of Forms 5500 (Annual Return/Report of Employee Benefit Plan) for the 401(k)
Plun, the Pension I'lan and the Group Health Plan for the plan yeer ended
December 31, 2000 (and for any additional plan years completed within the pendency of
tite Chapter 11 casc);

OTHER ACCOUNTING SERVICES

¢ Providing temporary accounting slafT as requested; and,
» Providing such other accounting or consulting services as may be requested and as Andersen
may aygree o perform.

EXHIBIT
__A

i —— ey
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Mr, Steve Stork )
May 8, 2001
Poge 2 0f 10

TAX COMPLIANCE SFRVICES

The tax filing requirements set forth above are the only returns and filings for which Andersen will have
responsibility, Lf there are additional returms or other filings you wish Andersen to prepare, please advise
s as 00N as possible.

Unlesg separately arranged, Andersen will nol be respongible for the preparation of amended returns, or
any nop-income tax returns, including, but not limited to: suics and usc tax refurns: local property tax
returns; payroll or other trustee tax returns; and, information returns for cmployee benefit plans.

In addition, the identification and determination of any state tax credits that might be available is not
considercd part of this tax return preparation engagement.

A3 you know, the basis for preparation of the above mentioned returns and flings 1s from information
provided lo Andersen by you and the persontiel of the Company. It is our understanding that the
documentation support:ng the information (including Schedule M’s) that Andersen will be using to
picpere the tax reiums and filings s available upon our request and will be available at a later date
vecause Andersen will not be maintaining noy copies of such documentation.

Our fee estimates, as indicated in ths letter, [or the tax returns and filings does nol include significant tax
research or consultation with respect to non-recurring itemts and other matters of tax significance that may
arise in the course of preparation or during the course of the year. Such items would include, but not be
limited ta: assistance and ptanning on sale of the Company; bankruptey specific tax issues; assistance
with federal and state tax audits; performance of refund reviews or reverse audils; and, consultation and
research related to state and local tax matters, As items of this nulure urise, we will advise you of the
nature of the matter and provide you with a fee eslimate before we invest significam professional time.

Substantiation of Charitable Contributions

The taw imposes siringent rules for substantiating deductions for charitable contributions. To deduct a
charitable contribution in excess of $250, the donor must obtain a written acknowledgment of the gift
from the charitable organization. In addition, charitable organizations are required to provide written
substantiation for contributions in excess of $75 for which some benefit is provided to the donor (i.e.,
fickets to charity cvents, tickets to athictic cvents, parking privileges, merchandise, ete.). Please contact
us if you have any questions regarding theac rules or need additional assistance reganding these
substantiation reguirements.,
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Underpayment of Estimated Tax by Corporsilons

Feders! and state income tax rules require timely payment of estimated tax by e corporation.
Underpayment of estimated tax will result in the imposition of an addition to tax equal to the interest that
would goceue for the period of underpayment. The Internal Revenue Service (IRS) and states are
authonzed to waive the penalty for underpayment of estimated tax utider certain circumstances and when
certain exceptions apply. When these circumstances do not apply and when insufficient estimaied tax is
paid during the year, the taxpayer is required to complete and attach federal Form 2220 or the equivalent
state form o cxplain which method the taxpayer is using to avoid the addition to tax. Because federal
Form 2220 or the equivalent state forms are complicated, we are available to prepare these forms or the
IRS and s:ate, respectively, can make the calculation.

‘Tax Compliance Services Fees

We estimate that owr fees for the preparation of the Company's 2000 Federal and state returns, as outlined
above, wiil range from $18,000 10 $28,000, plus reasonahle put-nf-pocket expenses and appiicable gross
ree¢ipls taves. We anticipate a similar level of effort and cost for the Company’s 2001 Federal and state
returns. Qur cstimnate 15 based upon our discussions with you rclating to the level of work io be
perforraed, our assumptions relative to the staffing required 1o complete the necessary work and our
current hourly billing rate structure. Our current hourly billing rate rarges, by classitication of personnel,
is presented in the Other Accounting Services section of this engagement lettcr.

[n order to complete the tax returns at the lowest possible cost, we will be requesting a targe portion of the
information requirements electronically  We will work with your management teum o aysisl you in
providing this electranic information. Certain other information requirements wall be required in hard
copy. Tu order to manage the cost of this effort, we are depending very heavily upon the Company
persohned 1o asgsist us. Dhring the course of our work, il any of the information requests are not received
cr arz received i an incomplete format, we will return the items to you for completion or correction so
that we can maintam these cost yavings. Otherwise, the cost of the tax retums will be subject to change,
as we will be required to independcntly calculate or obtain the missing information. 1f at any time you
helieve that you might be better served by us performiny a particular task, please contact us and we will
provide you with an cstimate of the costs associated with Andersen completing such lasks.

Our fee estimate is based upon our best profcssional judgment. However, it must be understood that it is
neither » maximun nor a fixed fee quotation. We will keep you informed of any circumsiances that
affect the scope of our work, the timetable or our leve! of participation. I we encounter circumstances
that might vause our fees to exceed our estirnate, we will consult with you so you will have a better
understending of our fees prior to us proceeding with the tasks involved. Should our total fees and
expenses he less than the estimale provided, we will only bill you for the armount incurred.
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Billing and Payment Terms for Tax Compliance Scrvices

1t is our understanding thay, in eccordance with procedures established in the Compeany's Chapter 11
proceeding, the Compuny will make interim payments to Andersen on a monthly basis upon receipt of
Andersen's detailed monthly billing statements. We further understand that such payment will be made
prior to the Bankruptcy Court's determination of the allowability of Andersen’s compensation. We have
been advised that interim payments to Andersen will reflect 75 percent of the prolessional fees and 100
percent of the cxpenses presented in Andersen’s detailed monthly billing statemen(s, The remaining 25
percent of Andersen’s professional fees will be payable upon the Court's determination thel the
prafessional fees and expenses of Andersen are allowable under the relevent section(s) of the Bankrupicy
{ode, after proper notice and filing of detailed fee applications.

It is Andersen’s objcctive to provide the Company with its detailed monthly billing statements for Tax
Compliance Services by the 15* day of the month following the period during which scrvices were
provided.

BENEFIT PLAN AUDIT AND RELATED SERVICES

‘The objective of our work is te provide you with our auditors’ reports on the financial statements and
schedules referred to above. We will conduct our limited-scope audits in accordance with U,S. generally
accepled auditing standards except that, as permitied by Regulation 2520.103-8 of the Department of
Labor’s ("DXOL™) Rules and Regulations for Reporting and Disclasure under ERISA and as instructed by
you, we will not perform any sudiling procedures with respect to information prepared and certified to by
Connecticut General Life Tnsurance Company ot The Plains National Bank, the (rusiees, other than
compering that information with the related information included in the financial statements and
supplemental achedules. Because of the significance of the information that we will not audit, we will not
express an opinion on the financial statements and schedules taken as a whole. The form and content of
the information included in the financial statements and schedules, other than that derived from the
information certified to by the trustees, will be sudited by us in accordance with U.S. generally accepted
auditing standards, and, accordingly, will be subjected to tests of your accounting records and other
procedures as we consider necegsaty to enable us to express opinions as to whether the information
audited by us 15 presented in compliance with the DOI. Rules and Regulations for Reporting and
Mizclosure under ERISA,

A limited-scope audit does not provide reasonable assurence that the financial statements ase free of
material misstatement, whether caused by error or fraud. Accordingly, 8 material misstatement may
remain undetecled. Also, an audit is not designed to detect errar or fraud that is immaterial to the
financial statements. However, we will bring to your aliention immaterial misstatermnents and any
frandulent or illegal acts (including prohibited 1ransactions with parties in interest and other violations of
ERISA and TRS mles and regulations) of which we becomc aware duning our audits. Pursuant to
professional standands, in the unusual event that we are unable o cumplete the audits, we may decline o
issuc a report as a result of the engagement.
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While a limited-scope audit includes obtaining an understanding of intemal control sufficient o plan the
work and to determine the naturc, timing and extent of procedures to be performed, it is not designed to
provide assurance on intemal control or to identify significant deficicncies in internal control. However,
we arc responsible for ensuning that the responsible parties for each of the Company’s benefit pians arc
aware of any such deficiencies thal come to our attention,

As z part of our limited-scope audits, we will perform certain procedures, as required by gencrally
accepted auditing standards, directecd at cor:sidering benefit plan complisnce with applicable Internal
Revenue Code requircments for tax exempt status, including inspecting the latest tux determination letiers
from the TRS. As we conduct our work, we will remain alert to the possibility that cvents affecting the 1ax
status of the benefit plans may have occurred. Simularly, we will remain glert to the possibility that events
affecting compliance with the requirements of ERISA may have occurred. You should recognize,
however, that our work is not designed to, nor is it intended to, determine the overall compliance of the
Company’s benefit plans with applicable provisions of the Internal Revenue Code or ERISA.

Alsp, wz will perform certam procedures, as required by generally accepled auditing standards, to 1es) the
allocation of net assets 1o individual participant accounts for the 401 (k) Plan, However, the nature and
extent of thase procedures is not sufficient, not intended, to permit the expression of an opinion on
individual participant activity ot account bulances,

The audited (inancial statements and supplemential schedules, and our auditors™ reports are reyuired to be
filed with the Form 5500s for cach of the applicable benefit plans. Professional standards require that we
read each Form 5500 prior to its filing. The purpose of this procedure is (o consider whether the
inforination in Form 5500s, or the manner of their presentation, are materially inconsistent with the
information, o1 the manner of their presentation, appearing in the financial stuternents and supplemental
schedules. This procedure is neither sufficient nor is it intended to ensure that the Form 55005 are
compleiely and accurately prepared  In the event that our auditors’ reports are issued prior 10 our having
read each Form 5300, you agree not 10 file the Form 5500z until we have read the completed Form 5500s.

The working papers prepared in conjunction with our work are the property of Andersen, constitute
confidential and proprietary information and will be retained by us in accordanee with our policies and
procedures, We may be requested to make certain working papers available to the Internal Revenue
Service and/or the Department of Labor pursuant to authority given to it by law or regulation. 1f
requested, ancess to such working papers will be provided under our supervision. Furthermore, upon
request, we may provide copies of sclected working papers to the Tnternal Revenue Service and/or the
Pepartment of Labor. The Internal Revenuc Scrvice and/or the Department of Labor may intend, or
degide, to distribute the copies or information contained therein 1o others, including other governmental
agencies,
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Plap Adminisirators’ Responsibilities and Representations

The Plan Adininistrators are responsible for the financial statements and supplemental schedules and for
adjusiing those statements and schedulcs to correct material migstatements. The Plan Administrators are
also responsible for: (1) maintaining effective internal control over financiud reporting; (2} identifying and
ensuring thet each benefit plan comply with the laws and regulations applicable to their activities; and, (3)
making available to ug all financial records and related information and personne] with information of
relevance to our audits,

As required by generally accepted auditing standards, we will make specific inquirics ol the Plan
Admimstralors and others about the representations embodied in the financial statements and the
eflectiveness of internal control. Those standards also require that we obtain from the Plan
Administrators a representation lerer which covers the financial statements and supplemental schedules
and which affirms that she effects of any uncomrected misstatements are, both individually and in the
aggrepate, immatcnal to the financial staterents and supplemental schedules 1aken as a whole. The
results of our audit tests, the responses to our inguiries and the written representations constitute the
evidential matter we intend o rely upon in rendering reports on the financial statements and supplementa)
achedules.

1f you intend to publish or ofherwise reproduce the financial siatements together with our reports (or
otherwise make reference to Anderscn) in a document that contains other information, you agree to
provide us with a draf) of the document to read and comment on before it is printed and distributed.
Furthermore, vou agree that the letms of this engagement do not encompass an undertaking by us: (1) to
consent, by means of a separate letter or other wise, ta the inclusion of our auditors' reports on the
financial statements referred 10 above in a filing with a Federal or state regulatory agency (except to the
extent required by ERISA] or otherwise reissuc vur reports for purpases of a sccuritics offering or other
financing hansaction; or, (2) to scknowledge reliance on our reports by athers.

Billing and Payment Terms for Benefit Plan Audit and Related Services

We estimate that our fees for the services referred to above will be as follows, plus reusunable out-of-
pockel cxpenses and applicable gross receipts taxes:

Limited Scope Audit - 401(k) Plan $13,300.00
Limited Scopc Audit - Pension Plan 14,000.00
Summary Annual Reports and Form 5500s — All Plans 6,500.00

$33,800.00

Qur estimate is based on our experience regarding the level of work to be performed, our assumptions
refative to the staffing required to complete the necessary work and our current hourly billing rate
structure, Qur current hourly billing rate ranges, by classification of personnel, is presented in the Other
Accounting Services section of {his engagement letter.
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Our estimate assumes we will reccivc appropriste assistance from your staff in the preparation of
schedules and other matters, Tt also assumes that there have been no significunt events, plan changes or
financial statement issuca that will require special attention from the engagement team or from specialists
and that our procedures will he limited to those required by generally acceptod auditing standsards.
Should such issues anise, we will advise von promptly and discuse the appropriate fee adjustment. Qur
estimate also contemplates that the Plan Administrators snd/or the plan sponsor will perform the agreed
upon items, such as, oreparation of financial statements and supporting schedules, confirmation leters,
staff assistance, clc. in conjunction with our audits.

Qwr fee estimale 18 based upon our best professions! judgment. However, it must be understood that it is
neither a maximum nor a fixed fee quotation. We will keep you informed of any circumstances that
affect the scope of our work, the timetable or our level of participation. If we cncounier circumstances
that might cause our fees to exceed our catimate, we will consult with you so you will have a better
understending of our fees prior to us proceeding with the tasks involved. Should our total fees and
expenses be less ihan the estimate provided, we will enly bill you for the amount incurred.

Itis vur understand ing that, in accordance with proccdurcs catablished in the Company’s Chapter 11
vroceeding, the Company will make interim payments to Andersen on a monthly basis upon receipt of
Andersen’s detailed inonthly billing stawments. 'We further understand that such payment will be made
prior to the Bankruptcy Court’s deienmination of the allowability of Andersen’s compensation. We have
been advised that intenm payments to Andersen will reflect 75 percent of the professional fees and 100
percent of the cxpenscs presented in Andersen’s detailcd monthly billing statements. The remaining 25
pereent of Andersen’s professional fees will be payable upon the Courl’s determination that the
professional fees and expenses of Anderssn ere aliowable under the relevant section(g) of the Bankrupicy
(Code, after proper notice and filing of detailed fee applications.

¥t is Andcrsen’s objective to provide the Compuny with its detailsd morthly billing statements for Benefit
Plan Audit and Related Services by the 15™ day of the month following the period during which services
were provided.

OTHER ACCOUNTING SERVICES

For all other services, including loan staff and other accounting services, Andersen’s [kes will be based
upon the level of persennel required and the time incurred, at our standard hourly billing rates, plus
Tcasonable out-of-pocket expenses with proper substantiation. The following is 8 summary of our current
hourly billing rates for individuals who would be assigned to this project:

Partners $300 - 3450
Managers $250 - $350
Seninrs $150 - $250
Staffs $125-8175

Ttiese rate ranges may change from time to time in accordance with Andersen’s established billing
practices and procedurcs.
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Loan Staff Services

All loan staff profesgionals assigned to perform services at the request of Company (the “Personnel™)
shall report directly and exclusively to thc Company, and the Company shall be solcly responsiblc for
reviewing and approving any and all work performed by the Personnel. The Personnel shall observe the
Company's reasonable policies regarding working conditions and business hours, to the extent such
policies are made knawn to the Personnel; provided that Andersen’s sole responsibility [or the refusal of
any Personnel to vbserve such policies shall be to furnish the Company with replacement Personnel who

will observe such policies.

The Company shall supply on-site Fersonne] with suitable office space. desks, storage, fumiture and other
normal office cquipment support, including computer terminals, telephone scrvice, postage, copying,
typing, secretarial services and general office supplies which may be necessary in connection with
Personnel's performanee of the Services.

Employees of Andersen who perform Services hereunder shall remain the employees of Andersen (or
another entity within Andersen Worldwide). Andersen shall be responsible for the tax withholdings,
payment of salaries, unemployment insurance, workers' disability and compensation, social secutity
contnibutions and employee benefits such as vacation, sick pay, insurance. pension and profit-sharing
Lenefits of such Andersen cmployees. In connection with this agreement, each partly 1s an independent
contraztor and as such witl not have any authority to bind or commit the other. Nothing herein shall be
deemed or construed to create a joint venture, parmership or ageney relationship between the parties for

any purpose.

The Company shall also be responsible for providing the Personnel with access to all individuals and
tools reasonably necessary for the Personnel w perform the Services. Furthamore, it shail be the
Company's responsibility to obtain any and all consents from third parties required to permnit and
guthorize such access.

The parties acknowledye that in the course of performance hereunder, the Pergonnel may use products,
rnaleriuls or methodologies proprictary to Andersen or third parties. Notwithstanding anything contained
herein to the contrary, the Company shall not have or obtain any rights in such proprietary products,
matenials and methodologies of Andersen or any third parities. ‘This agrevment shall not preclude
Andersen or the Personnel from providing any services to third parties, irrespective of their similarity to
the Services delivered 1o the Company pursuant 1o this agreement.

The Company shall not solicit, hire or offer employment 1o any Personnel during the term of this
agrecment and for a period of one (1) year following the termination of this agreement. This restriction
shall apply cqually to the Company, its subsidiaries, parent company and any other of its affiliates. Any
beeach of this provision shall require the Company to pay Andersen an amount equal to one (1) year's
salary of each individual with respact to which a breach ocecurred.
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Billing and Payment Terms for Other Accounting Services

It is our understanding that, in accordance with procedures egtablished in the Company's Chapter 11
proceeding, the Company will make interim payments to Andersen on a monthly basis upon receipt of
Andersen’s delailed monthly billing statements. We further understand that such payment will be made
prior to the Bankruptey Court’s determination of the allowability of Andersen’s compensation. Wc have
heen advised that interim paytnents (0 Andersen will reflect 75 percent of the professional fees and 100
peceent of the expenses presented in Andersen’s detailsd monthly billing statements. The remaining 25
jercent of Andersen’s professional fees will be payable upon the Court’s determination that the
professional fees and cxpenses of Andersen are allowable under the relevant saction(s) of the Bankruptcy
Code, after proper notice and filing of detailed fee applications.

It is Andersen’s objective to provide the Company with its detailed monthly billing statements for Other
Accounting Services by the 15" day of the month following the period during which services were
provided.

LR N

OTHER MATTERS

As you know, we will be pleased to respund w your regues( for our services in areas beyond the scope of
this arrangem:ent. ‘The terms of this letter are mtended to apply (o all Wax compliance, accounting and
other scrvices that Andersen is requested Lo perform on behalf of the Company. However, Andersen
reserves that 1ight 10 amend this letter, and seek separate Bankruplcy Court approval, in the event that
Andersen determines that certain procedures or services requested of Andersen need (o be appropriately
defined or clunfied.

Please confirm your agreement with the terms of this letter and the Engagement ‘l'erms, which terms are
hereby made a part of this leter, by signing a copy of this letter and reluming it in the enclosed self-
addressed envelope.
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Mr. Steve Stork
May R, 2001
Pagc 10 of 10

We have enjoyed the opportunity to scrve you in the past and, once again, assure you that this
engagement will be given our closest attention. If you have any questions concerning this arrangement,
pease do not hesitate (v contact me at 505.889.4740.

With kind regards,

ARTHUR ANDERSEN 1.I.P

Vberss, sl
N ,}-,.Jmt? /Léw%..

Kimberly A. Nunley

Accepted and Agreed to this }ﬁ day of May, 2001:

Steve Stork
Sorite Vice President of Finance, Controiler

This Agreement includes the following Attachment, made part of the Agreement

Lxchibit A - Arthur Andersen LLP Engagement Terms
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ARTHUR ANDERSEN LLP ENCAGEMENT TERMS

hse taems apply 1o the engagement described in any arrangemant letter referencing them but shall alvo agply to any additiunal
work we cre asked within (welve monihx of anp such arrangement letier to perform for cliens (whless o scparate arrongement
letter is used).

1. Coopcrattan and Porticipatdon.  Andersen shull be entitled W rely on all information provided by and decigions and approvals of client (uxd
its counsel). Cfient’s manugernent sl be solely responsible for applying indapcndent bumnesa judgment with respact ko AndeTsen ‘s sarvioes
and work product (including decivions on implementation or other further course(s) of actian) and to e xnlcly and exclusively responsible for
sLeh desisinng. Althavgh Andersen will endeuvor o be alert v any incurmict or ndesing data, and plans t apply ity tonnal diligenee in this
regard, Anderse 1 shalt neverthetess be entitled to rely on the aceumacy and completengss of all information provided to us.

2. Confidenalicy.  Arderser will macnein the confdeatiality of clivet rifunnsdton of & sonfidential nacare using the same degree of carc it uses
in main2iniog 16 own contidential intormution. ¢ liens whadl Ll e dme disclose any of Andersen’s work product and other confidential raeerial,
or {5 role i thix engugement. tu any third party (exctpt to & goYCrment agency of coumt, tn the extent such fling is un sgreed objective of ibris
Sngageent) withowt Andetsen’s pnor whllen consent in each case, Client’s uac of Andersen’s work product trom this engagement (except for
copics of filed tax rotums) shall moany event be resincted to the jtem's stated purposc (it amy) and otherwise ta client’s intermul businesy use only.
Fach ofvs retains the nght in any event by use Lhe ydeds, concepls, jechnxjues, industry dats and know-how Uyed oF developed m the ciourse of 1he
rmpagement. Notwihstading anythiog herein s the contrary, (1) no reatrction in this agreenent is iniended to Le nor shal! b conatruad ax v
vamditem of confidentiality as such (CTm s used in IRC R €101, 6111, £112 and the regiations Hizreunder; and (1i} any corpomation or ndividuid
wi it 2 parly o thit agreemcar bas Andersen’s autharimbion i discione to any and all persons, without linsitation of sny kmd, any eniy. ptan,
Wmanpement or bansacnon {ncluding cvery aspect therenf} with mspect by which Andersen, it conngetion with this sgrecment, does ot is
vequired Lo miroduce, reconutesid, give advice, or otherwise pruvide comiultation or setvices. Exccpt ag instructed otherwise m smitmg, each
party may a3sumne thut .he other spproves of properly addressed fax, crail (including emuil exchanged via [nterner media) and voicemail
couumunticatian ol both seositive iwrd non-sensil. ve documents and other communications concerring this engugermeny, as well as other mesns of’
conmunication uscd ar mocepis.d by the uther

1. Taxpayer Confidentinlity Privileges; Use of Counsel. “I'he parficy acknowlodpe: thai certain documents and other communicktions invobring
andfor disclosed 0 o7 by Andesen may be subject to onc or more claims of privilege by or on bebaif of clicnt {c.g., the sttomey-client privilege;
the 1IRC 87525 wx advisary pnvilege, etc ). Althougi clicnt 15 301cly respansible for mamaging the recopnition, catablishment and manimance
e possitle wurvcr) af thewe pomsible pratoctions (and for involving lemal coumsel ay it doema necessacy ), Anderscn siull ooopenatr with client's
reasonable witen instructions regarding sume

4. Aprved Upan Scope oV Work.  Andersen shull be obliguied vnly foc work or deliverabics specified in the smangement letler ref2rencing these
w4, snd anly fer changes in such scope thul we set Lorth in writing and duly cxecuird hy the parties herew. To the extenn all specific detar’s of
L CNEAREMCTL AR T so dncomonted. the parlics sball work diligently and in gond faith tn document them ut the request of either party  Unless
capressly provideal for, Andersen’s servieea do not include giving kealimony or appearing or participating in discovery proceedings, in
adnrinistrative hesrings, in court, o In other logal or regulatory inguirics or proceedingy

5. Accest o Resources and Informnhon,  Unléss specifiod herein as the responsibility of Andetsen W provide, ¢lient sha'l have obiained Jur
Anderyen vn a hmly basis any intemal and third-purly pesmissions, licenses or approvals that are reguired [or Andersen to pertorm the services
cimtemplatm! hereunder (uwluding usc of Eny necesaary software or duts), Chent shalt al30 provide Andersen with such infirmulion, signofts
ang gaginonce 1 myy be ieceasary W Andesil’s work or as Anderen may rewsonably requeat, and Andeesen's personncl asaigned to eny work
hereunide: shalf nin be asstined o1 decmed 10 have knowledge of informton provided o others, whether exiemal o or wathin Anderien.

£ Exteraal Factors; Standards of Performunce.  Client acknowlcdges that this engagement will involve aalysis, judgiivant snd ather
ferformance from tne 1o tirne in & context where the participation of the client or othery i necessary. wlhere sngwers often aie not certain or
vee:ligble in advance and where tacts and avaiidble infosmarion change with time.  Acoumdingly, evaluation of Apdcraen™s perfommmmnee of ity
ubitg-Wi1s shatl B bascd solely an its suse‘antial coaforaance with smy standarts or spevciflcanons exprossly st torth in s agreemen: wmd all
wplicshle profesciona! strdangs, iny such noncotifornianee (and apphicability) W be cleatly and convincingly shown  If thers sre any chwnges
the relevam laws, regulation, industry, market eonditions or other circumstances, including in the ¢licnt’s own busincss practwes, Andecsen hay
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o resmonsitility W adviee client of wiy such chianges and client scknowlcdges the need for it tn re-evaluate Andersen’s precoding services and
deliverubles. Andersen reserves e sight w i whols or in part decling to perform cercain mvkn it information cames to Andersen®s atintion
indicatmy thut pertirming such waks could cause Andersen w be in violation of applicabic law, regulrtions or yrandards or in & amflict of
intcrest, or fo suffer reputatinnal damage.

7. Affilistos.  Hecogmzing that al limes Andersen’s work may pertain not emly to clienl bul also s u purenl, various of jts sublidiaries, other
attilinics, advisors md contructors, Or o Gouly heembers or relatcd austs, partnershipg, partnets, cstutes ur foundations, client shali, as nay be
requesed by Andersen from hme W tme (ine luding subsequent to complction of the semvices), ahtain writtem con firmation of their agreenicnt 1
the 1eerms of this letter. This agreement is binding wm ench parly hereto and on each of its permirted successors, assigns and legal representatives.
Anderwer may authonze or allow its athlistcs and comtractors W axsisl m performitg s 1cticr and to share in Andersen’s nghls hercunder,
provided 2y such parry shall commit (a3 appheabk) b be hound by the restrictions g2t forh in this letter and Andlersen abluns such axprecs
porEn TR ke BRE RECOEFRrY

£ Geasral. Thisagrrement, inghuding il Famulion and the parties’ iespeetive rights and cuties wnd sll divputes thal sight anse from or in
cammectiun the leller o1 its subjoct matter, shull b governed by and construed in aecordares with the luws of Dimois, wilhoul giving effect o
confucts of iews rules  Liwzh party 15 an indcpendent contructor with respéct o the other and shall not be conirued ax having o lustee ar
Niduciary relatiorship. The letwr, 1ncliding this and any other incorporsied altachments, sets forth the entire understanding between and among
Ihe parties rogarding ths subject mutter widressed herein, supersedes all prior syreemenis, orrangements and communications snd may nut be
mandified or amended cxcopt by the mutual wnlken agreement of both particy. 1 any term herew! is found unenforccablic or invalid thiv ahuldl not
affect the other terms hereot” all of which shatl continue in ¢tYect ma of the sincken 1evm had not been included.



EXHIBIT B

Andersen currently serves or has served the following clients in matters not specifically related
to this chapter 11 case:

Anderson News Company

Bank of America

Cisco Systems Capital Corporation
CIT Group

City of El Paso

Condisco

Compaq

Conagra Beef Co.

Credit Suisse First Boston

Edison Source

Finova Capital Corporation

Fleet Capital

Frito-Lay, Inc.

General Electric Capital Corporation
General Mills

George Golleher

Heller Financial, Inc.
Hewlett-Packard Company
McDonald Douglas Finance
Metropolitan Life Insurance Company
New Mexico Beverage

Pepsi Cola

Philip Morris

Pilgrims Pride Corp

Proctor & Gamble

Quaker

Richard Goodspeed

Sensormatic Electronics Corp.
Southern Wine & Spirits

State of New Mexico
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