Hearing Date: January 29 - 31, 2002 at 9:00 a.m. (N.M. time)
Objection Deadline: November 28, 2001 at 3:00 p.m. (N.M. time)

.
W

[N THE UNITED STATES BANKRUPTCY COURT Ci

FOR THF. DISTRICT OF NEW MEXICO «

In re: Case No 11 OI 107'?9 é?’l\ 03
ST Gulsll
FURR'S SUPERMARKETS, INC.. Chapter A UL g T

Debtor.

FIRST AND FINAL APPLICATION OF PETER J. SOLOMON COMPANY LIMITED
FOR COMPENSATION AND REIMBURSEMENT OF EXPENSES

Name of Applicant: Pcter J. Solomon Company Limited
Authorized to Provide Professional Services to: Furr’s Supcrmarkets, Inc.
Date of Retention: Fcbruary 26, 2001

Period for which compcnsation and
reimbursement are sought: February 26, 2001 through June 30, 2001

Amount of compensation sought as actual,
reasonable, and necessary: $1.990,433.66

Amount of cxpense reimbursement sought as
actual, reasonable, and necessary: S5104,980.70

This is a: Interim X final application

[f this is not the first application filed, disclose the following for prior application:

Requested  Requested  Approved Approved
Date Filed Period Covered Fees Expenses Fees Expenses

N/A!

' On October 29, 2001, the Court authorized the Debtor to make a $1.5 million payment to PJSC in connection
PISC's Motion to Compel (defined below).
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF NEW MEXICO

In re: Case No. 11-01-10779-SA

FURR'S SUPERMARKETS. INC., Chapter 11

Debtor.

FIRST AND FINAL APPLICATION OF PETER J. SOLOMON COMPANY LIMITED
FOR COMPENSATION AND REIMBURSEMENT OF EXPENSES

Peter J. Solomon Company Limited ("Applicant” or “PJSC™), investment banker
to the above-captioncd debtor and debtor in possession (the “*Debtor™), hereby submits its first
and final application (the “Application”) for compensation and reimbursecment of expenses, and

in support thereof respectfully represents:

SUMMARY OF REQUESTED FEES AND EXPENSES

1.  This Application is made pursuant to sections 328 and 330 of title 11 of the United
States Code (the "Bankruptcy Codc"). Rule 2016 of the Federal Rules of Bankruptcy Procedure
(the “Bankruptcy Rules™), the Court's order dated Scptember 17, 2001, approving the retention of
Applicant as investment banker to the Debtor in accordance with the terms of the Letter
Agreement, dated February 26, 2001 (the “Letter Agreement™), nunc pro tunc, as of Fcbruary 26,
2001 (the "Retention Order"). A copy of the Rention Order and Letter Agreement are attached

hereto as Exhibit ""A.”

2. The Letter Agreement provides that PJSC is to receive, among other things, thc

following compensation: (1) a monthly fee of $150,000 (payablc in advance on the first day of
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each month) (the “Monthly Fees™); and (i1} a transaction fee equal to one-and-one-half percent
(1.5%) of the Aggregate Consideration paid or payable in connection with cach transaction (the

“Transaction Fees™), provided, however, that total Transaction Fecs shall not equal less than $1.5

million. Pursuant to the Letter Agreement, PJSC agreed to credit all Monthly Fees, other than
the first $150,000, towards any Transaction Fee or Rcorganization Fee paid by the Debtor. The

Debtor is also required to reimburse PJSC for its reasonable out-of pocket expenses.

3. PISC provided the Debtor with significant investment banking services during the
period of February 26, 2001 through June 30, 2001 (the “Compensation P:;‘,n'od”).2 Applicant
seeks approval of compensation for services rendered during the Compcnsation Period in the
amount of $1,885.452.96, representing Applicant's Monthly Fees of $150,000 for the first month
of engagement and the Transaction Fee of $1,735,452.96 (togcther, the “Requested Fees™), plus
reimbursement of rcasonable and necessary expenses in thec amount of $104,980.70 incurred by
Applicant during the Compensation Period (the “Requested Expenses™ and together with the
Requested Fees, the “Requested Fees and Expenses™). The total Requested Fees and Expenses
sought by PJSC are $1.990.433.66 PISC ceased charging the Deblor a Monthly Fee as of June

30,2001.

4. As arcsult of extensive efforts by PISC on behalf of the Debtor, the Debtor and
Fleming Companies, Inc. (“Fleming™) entered into an asset purchase agreement, dated June 25,
2001, that provided for the sale of substantially all of the Debtor’s assets and the assignment of

numerous capital leases (valued at $29.780.,000} (the “Capital Leases™) to Fleming in addition to

* The Expenses requested herein include expenses incurred by PISC after June 30, 2001 in connection with its
retention as the Debtor's investment banker and the filing of its Motion to Compel and this Application. PISC
anticipates it will incur additional expenses in connection with the Motion to Compel and this Application that have

(%]
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the payment of gross sale procecds (the “Fleming Sale Proceeds™) to the Debtor of $85,916.864
(the “Fleming Transaction™).* The Court approved the Fleming Transaction on Junc 30, 2001

and the closing of the Fleming Transaction cccurred on August 31, 2001.

5. Pursuant to the terms of the Letter Agreemcnt, Applicant is cntitled to a Transaction
Fee with respect to the Fleming Transaction equal to $1.735,452.96 and the first Monthly Fee of
$150,000. PISC has not received any payment of its Monthly Fees. Monthly Fees, other than
$150,000 for the first Monthly Fee, are required to be credited against the Transaction Fee.
Applicant has credited $466,071.43 of the total $616,071.43 of Monthly Fees toward the

Transaction Fee* In the Letter Agreement a Transaction is defined as:

one or more possible transactions, each between the Company and a different party (each,
a “Transaction™) or series or combination of Transactions, whereby, directly or indirectly,
an ownership interest in the Company. in its business or in all or any portion of its assets is
transferred for considcration, including, without limitation, on or more transactions
involving a sale or cxchange of capital stock or asscts with or without a purchase option, a
merger or consolidation, a tender or exchange offer, a leveraged buy-out, the formation of a
joint venture or partnership or any other business combination or similar transaction.

not been included herein and. thus. requests the Court autherize the Debtor to reimburse PISC for such expenses
without further order of the Court.

* This amount represents the payment of gross sale proceeds plus inventory sales in the amounts of $83,731.864 and
$2,185,000. respectively.

* Applicant has incurred total Monthly Fees of $616.071.43 representing $600,000 for the period of March 2001 -
June 2041 and $16.071 .43 for the period February 26. 2001 February 28. 2001. The credited Monthly Fees of
$466.071 .43 represent $616.071.43 less $150,000 {first Monthly Fee).
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6. The Transaction Fee owed 1o PISC is calculated as follows:”

Fleming Sale Procecds and S$85,916.864
Inventory Sales:

Capital Leases Assumed: $26,780.000

Total: "$115.696.864

x 1.5%

Total Transaction Fee: $1,735,452.96

7. On October 5, 2001, PJSC filed its Motion for Order Authorizing and Compelling
Debtor to Pay Professional Fees and Expenses Due and Owing to Peter J. Solomon Company
Pursuant to Sections 328(A) And 105(A) of the Bankruptcy Code (the “Motion to Compel™).
The Motion to Compel requested an order authorizing and directing the Dcbtor to pay the
Requested Fees & Expenses to PISC. On October 29, 2001, the Court, at the hearing to consider
the Motion to Compel, authorized the Debtor to disburse $1.5 million held in reserve by the

Debtor on behalf of PJSC (the “Rescrved Compensation™) to PISC; provided, however, that

PJSC return the Reserved Compensation, or any portion thereof, to the Debtor’s estate in the
event the Court later determines PJSC is not entitled to retain the Reserved Compensation or any

potion thereof.

8.  Applicant’s daily time log detailing the activities and services performed by
Applicant on behalf of the Debtor during the Compensation Period and breakdown of Applicant's

expenses incurred during the Compensation Period are attached hereto as Exhibits “B" and “C,”

* The Transaction Fec is based upon information provided by the Debtor’s management.
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respectively. A list of the key professionals of Applicant providing services 1o the Debtor is

attached hereto as Exhibit “D.”

9.  The Applicant’s tcam has been directed by senior level professionals with extensive
experience in the area of investment banking and bankruptcy services. The investment banking
services set forth above were performed primarily by Bradley L. Dietz, Managing Direclor,
Anders Maxwell, Director, Alexander B. Kasdan, Associate, Shawn Harrington, Associate,
Matthew Fine, Analyst, and other professionals and paraprofessionals, as nceded. Applicant’s
general staffing policy is to assign two senior bankers, and a financial analyst to each
restructuring assignment. The senior banker, Bradley 1. Dietz, had the ovcrall responsibility for
the case and was primarily responsible for developing strategy, directing negotiations, and
testifying in Bankruptcy Court with respect to the case. Messrs. Dictz and Maxwell were
responsible for day-to-day coordination of the case, interfacing with the other senior
professionals involved with the case, and directing and reviewing all financial analyscs. Other
members of the Applicant team performed extensive financial analyscs and assisted the scnior
bankers in the day-to-day coordination of the case. All bankers involved with this case
coordinated their actions so as to not duplicate efforts. Given that each banker had different roles
in the casc but may have had overlapping responsibilities, there were frequent times where it was
appropriate for two or more bankers to be present at a meeting. Details of the background and

experience of the professionals are provided in Exhibit “E.”

10. The Requested Fees & Expenses are consistent with market practices for investment
banking firms both in and out of a bankruptey context. Applicant does not bill its clients based

on the number of hours expended by its professionals. It bills clients on a retainer basis
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(generally monthly or quarterly), plus a transaction fee, based upon successful completion of a
transaction. Accordingly. Applicant does not have hourly rates for its professionals, and
Applicant's professionals generally do not maintain time records for the work performed for its
clients. Applicant’s policy, for all engagements in or out of bankruplcy, is to dedicate the
appropriatc number of professionals to the assignment to complete the work as cfficiently as
possible. Applicant has, however. maintained a daily time log detailing the activities and
services performed by Applicant on behalf of the Debtor during the Compensation Period. These
records, which are attached hereto as Exhibit “B,” describe the time expended by each

professional and paraprofessional during the Compensation Period.

11. Given the financial and structural complexity of this case, the degree of activity
during the Compensation Pcriod and the high level of services rendered by Applicant to the
Debtor, Applicant believes the compensation sought is fair and reasonable. In addition, as
detailed in Exhibit “B™ attached hereto, the relative level of compensation sought and the degree
of senior banker involvement have been consistent throughout Applicant’s involvement in the
case. Applicant playcd a material role in conneciion with the Fleming Transaction. As such,

Applicant is entitled to the Requested Fees and Expenses.

12. During the Compensation Pcriod, PISC reccived no payment from any source for
scrvices rendered or to be rendered in any capacity whatsoever in connection with the matters
covercd by this Application. However, PJSC anticipates receiving the Reserved Compensation
from the Debtor shortly after the filing of this Application. There is no agreement or
understanding between PJSC and any other person, other than members of the firm. for the

sharing of compensation to be received for services rendcered in this casc.
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BACKGROUND

13. On February 8, 2001, the Dcbtor commenced its chapter 11 case by filing a
voluntary petition for relief under Chapter 11 of the Bankruptcy Code. The Debtor continues to
operate its business and managg its propcrtics as a dcbtor in possession pursuant to scctions

1107(a) and 1108 of the Bankruptcy Code. To date, the Debtor has not filed a chapter 11 plan.

14. The Debtor, a leading supermarket chain in New Mexico and contiguous West
Texas, headquartered in Albuquerque, New Mexico, continued in possession of its properties and
operated and managed its businesses, as debtor-in-posscssion, pursuant to sections 1107 (a) and
1108 of the Bankruptcy Code, up to the closing of the Fleming Transaction. The Fleming
Transaction was approved by the Court on June 30, 2001 and was consummated on August 31,

2001.

15. After interviewing several investment banking firms and cxtensive negotiations
between the Debtor and Applicant, the Debtor determined to retain PJSC as its investment
banker in this chapter 11 case. The partics entcred into the Letter Agreement providing the terms
of PJSC’s retention on February 26. 2001, The Debtor chose 1o retain Applicant due in large part
to Applicant's reputation as a leading investment banking firm and financial advisor to
companies and its substantial experience advising debtors, creditors' committees and other partics
in interest in connection with all aspects of financial restructuring and chapter 11 process,
including financial advice for mergers, acquisitions, divestitures, public and private financings
and spin-offs and evaluation of assets and liabilities, formulation and ncgotiation of plans of

reorganization and the restructuring of indebtedness.
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16. By the Retention Order, this Court approved the appointment of Applicant as

investment banker to the Debtor to provide assistance to the Debtor in evaluating the complex

financial and economic issues raised by the Debtor’s chapter || case and to fulfill its statutory

and fiduciary duties to its creditors. Applicant was retained to assist the Debtor in a variety of

areas, including the following:

(a)
(b)

(d)
(c)

(H

(8)

(h)

()

)

assist the Debtor in assessing the operating and financial strategics for its business;

revicw and analyze the business plans and financial projections preparcd by the
Debtor including, but not limited to, testing assumptions and comparing those
assumptions to historical Debtor and industry trends;

assist the Debtor and its other professionals in formulating and negotiating a plan of
reorganization;

valuc the Debtor in connection with a plan of rcorganization;

to the extent requested by the Debtor, advise the Debtor in connection with onc or
more possible transactions, each between the Dcebtor and a different party (each, a
“Transaction™) or series or combination of Transactions, whereby, directly or
indirectly, an owncrship interest in the Debtor, in its business or in all or any portion
of its assets 1s transferred for consideration, including, without limitation, or more
transactions involving a sale or exchange of capital stock or asscts with or without a
purchase option, a merger or consolidation, a tender or exchange offer, a leveraged
buy-out, the formation of a joint venture or partnership or any other busincss
combination or similar transaction;

advise the Debtor in restructuring existing indebtedness and. to the extent requested
by the Deblor. arrange new or additional financing;

review and analyze any proposals the Dcbtor receives from third parties regarding
any Transaction;

assist or participate in negotiations with the Debtor and/or any other parties in
interest rcgarding any Transaction;

assist in the plan of rcorganization confirmation process, including preparation of
experl testimony relating to financial matters, if required; and,

render such other financial advisory and investment banking services as may be
agreed upon by Applicant and the Debtor in connection with the foregoing.
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SUMMARY OF SERVICES RENDERED

17.  All services rendered by Applicant during the Compcnsation Period were performed
at the request or dircction of officers of the Debtor or the Debtor’s bankruptcy counsel, Skadden,
Arps. Slate, Mcagher & Flom LLP (“Skadden™) and Jacobvitz, Thuma & Walker (“JTW").
Applicant has provided a broad range of necessary financial advisory services. PISC provided

the following services to the Dcbtor:

e PJSC reviewed historical and projected financial and operating data to evaluate
the Debior’s business operations. PJSC’s evaluation of the Debtor’s business
included a review of internal company data and reports. PJSC analyzed the
Debtor’s same store sales, gross margins, carnings before interest and taxes, as
well as the Debtor’s debt structure, liquidity needs and capital requirements.
PISC also reviewed the prevailing conditions in the grocery retail and wholcsale
industry and the Debtor’s ability to compete in its marketplace;

s PJSC conducted multiple store and warehouse due diligence to gain an
understanding of individual markets and competition;

e PJSC conducted market and industry research to evaluate the future operating and
financial performance of the Debior,

e PISC reviewed strategic alternatives on behalf of the Debtor including
reorganization and potential transactions with third parties. PJSC reviewed the
opportunities and risks associated with these options with the Debtor’s
management which reccommended a course of action to the Debtor’s board of
directors (the “Board™);

s Based upon the Board’s decision to pursue a sale of the Debtor, PJSC developed a
list of potential investors and strategic acquirers for the Debtor. Additionally,
PJSC prepared confidentiality agreements as well as presentation materials
summarizing the Dcbtor’s business, attributes and prospects. PJSC also assisted
the Debtor in developing a procedure to solicit bids from potential acquirers
which would generate the greatest interest in and maximum value for the Debtor’s
assets. PJSC worked with the Debtor's counsel and management to establish and
make available (o potential investors and acquirers a data room;
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e PJSC contacted and solicited interest from potential investors and acquirers of the
Debtor. After a thorough process of soliciting bids and proposals, PISC was
instrumental in structuring and negotiating the Flemiong Transaction (defined
below). PISC and the Debtor’s management negotiated an assel purchase
agreement with Fleming to achieve a mutually acceptable structure for the sale of
the Debtor’s asscts to Fleming that would generate the maximum value for the
Debtor’s chapter 11 estate. Absent PISC’s involvement in the Fleming
Transaction, the Debtor may not have been able to complete the Fleming
Transaction in the time frame required;

e Prior to the completion of the sale to Fleming, PISC participated with the
Debtor’s management in discussions with the secured lenders to keep them
apprised of the Dcbtor’s ongoing sales process and to facilitate that the Debtor
was able to continuc operations as a going conccrn to preserve maximum value
for its assets; and

¢ After Fleming and the Debtor agrced to a sale of the Debtor’s assets to Fleming,
PJSC structurcd and conducted a bidding process in an attempt to achieve an even
greater purchasc price for the benefit of the Dcbtor’s chapter 11 estate. No higher
or better offers were received. The Debtor. with PJISC s assistance, was able to
sell a substantial number of its stores to Fleming in an efficient time frame which

permitted the Debtor to both explore various alternatives and ultimatcly maximize
the total value of the Debtor’s estatc for the benefit of creditors.

18. As cvident from the foregoing summary of scrvices, Applicant was instrumental in
facilitating the consummation of the Fleming Transaction. Applicant’s involvement in the
Fleming Transaction ensured that the parties engaged in arms’-length good faith negotiations.
Specifically, Tom Dahlen, the former Chief Executive Officer of the Debtor (who resigned
shortly after the commencement of the Debtor’s chapter 11 casc), was htred by Fleming to head
Fleming’s retail operations. Because Applicant actively negotiated and structured the Fleming
Transaction any potcntial conflict of interest was alleviated and the Debtor’s estate was assured a
maximum return for the Debtor’s assets. Simply put, Applicant pcrformed in a highly
professional manner and played an instrumental role in maximizing the valuc of the Debtor’s

assets for the benefit of its creditors.
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SUMMARY OF FEES RENDERED SINCFE
THE COMMENCEMENT OF THE CASE

19.  Applicant submits that the Requested Fees & Expenses for the Compensation
Period for services rendcred by Applicant to the Debtor is fully justified and reasonable based on
the following: (a) the degree of activity during the Compensation Period and the high level of
services rendered by Applicant o the Debtor, (b) the complexity of the issucs presented, (c) the
skill necessary to perform the investment banking services properly, (d) the preclusion of other
employment, (e) customary fecs charged in non-bankruptcy situations for similar services
rendered, (f) time constraints required by the exigencies of the casc and (g) the expericnce,

rcputation and ability of the professionals rendering services.

20. Applicant further submits that the services it rendered to the Debtor were necessary,
in the best interest of the Debtor and its estate and have [urthered the goals of the partics in

interest.

21. The scrvices summarized by this Application and rendered by Applicant to the
Dcbtor during the Compensation Period were substantial, highly professional and instrumental to
the Debtor’s chapter 11 case. They were reasonable and necessary to the Debtor’s performance

of its fiduciary dutics to its ¢state,

SUMMARY OF EXPENSES INCURRED SINCE
THE COMMENCEMENT OF THE CASE

22.  Applicant incurred reasonable and necessary out-of-pocket expenses aggregating

$104,980.70 duning the Compensation Period. Details of the expenses incurred during the
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Compensation Period arc provided in Exhibit “C.” Applicant submits that all such expenses

werc necessarily incurred, arc reasonable i amount and represent only the actual costs incurred

by Applicant.

23.

Applicant’s charges for cxpenses o the Debtor are determined in the same manner

as for clicnts in non-bankruptcy matters. Out-of-pocket expenses incurred by Applicant are

charged to a client if the expenscs are incurred for the client or are otherwise necessary in

connection with services rendcred for such particular client. Applicant does not factor general

overhead expcenscs into disbursements charged to clients in connection with Chapter 11 cases.

Applicant has followed its general internal policies with respect to out-of-pocket expenses billed

to the Debtor, as set forth below, with any exceptions fully explained.

a)

b)

c)

d)

Applicant's general policy permits its employees to bili lunch or dinner meals to a
client if the employee is required to provide services to the client during such
meal time duc to cxtreme time constraints. PJISC employees are permitted to
order mcals in the office if the PJSC employee is required to work aftcr 8:00 p.m.
on weekdays or more than five (5) consccutive hours on weekends or holidays.
Meal expenses incurred during meetings which e¢mployees and other meeting
participants are required to attend are billed at cost.

Messengers and couriers are used by Applicant to deliver hard copy documents
rclating to a client matter, which require receipt on an expedited basis; otherwise,
Applicant uses the regular postal system. Any charges for either messengers or
couriers are billed to a client at cost.

All airfare charges billed to a client in a Chapter 11 casc arc based on coach farc
rates.

The research/databasc category consists of the cost of using databases (e.g.,
Disclosure, Securities Data Corporation, Dow Jones, Lexis-Nexis, etc.) to which
Applicant subscribes to search for and obtain information used in Applicant's
financial analyses. Applicant pays the vendor's standard rate for such database
services. In certain instances, Applicant has determined that paying a flat annual
or monthly fee for such services is less costly than contracting for such services on
a per use basis. Such annual or monthly services are allocated to clients based on
such clients’ use of each service, The rescarch category also consists of charges
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€)

g)

h)

24,

from outside services, which supply, for a fcc, financial documents from
regulatory agencies, which cannot be obtained from databases subscribed to by
Applicant.

Applicant bills photocopying charges at the rate of $0.25 per page.

With respect to local travel, Applicant's general policy cnables employees to travel
by taxi or, in certain circumstances, by privale car service, to and from mectings
whilc rendering services to a client on a clicnt related matter, for which the client
is charged. This policy is based on PJSC's determination that travel by taxi or
private car servicc 1s the most efficient use of a professional's time. PISC
employecs are not permitted to charge personal commuting expenses to a client
unless the cmiployee is traveling after 8:00 p.m. (EST) or 9:00 p.m. (EDT) and has
been requircd to work late as a result of the time exigencics of that client's
matters. PJSC employees are required to travel by taxi unless traveling between
2:00 a.m. and 6:00 a.m.

Facsimile charges are charged at Applicant's standard rate of $1.00 per page for
facsimiles sent domestically. Incoming facsimile transmissions and scparatc
facsimile long distance expenses are not charged.

Telephone expenses are charged at $337.50 per month bascd on Applicant's
estimated cost of tclephone charges with respect 1o client matters. Applicant’s
telephone system does not have the capability to cfficiently track individual calls.
Cellular phone charges are based on vendor’s actual invoices.

Conference calls are charged at cost.

Word processing charges represent an allocation of Applicant’s computer costs
and Applicant’s actual cost of overtime secretarial support incurred in conncction
with client matters.

In the course of rendering services to the Debtor as its financial advisor during the

Compensation Period, Applicant incurred and paid certain expenscs as outlined in Exhibit *B.”

Applicant submits that all such expenses were necessarily incurred, are reasonable in amount and

represent only the actual costs incurred by Applicant,

25.

A portion of these expenses has been incurred by the necessity of travcling to New

Mexico to meet with the Debtor, its accountants and counsel.
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STANDARD OF REVIEW

26. Pursuant to the Retention Order. Applicant was rctained in this chapter 11 case in
accordance with section 328 of the Bankruptcy Code. Scction 328(a) provides, among other
things, that thc Court “may allow compensation provided under . . . . [the] terms and conditions
[of employment] after the conclusion of such employment, if such terms and conditions prove to
have been improvident in light of developments not capablc of being anticipated at the time of

the fixing of such terms and conditions.” T U.8.C. § 328(a).

27.  No unanticipated developments have arisen in this chapter 11 case that were not
capable of being anticipated at the time the Court approved the Retention Order. Accordingly,

the Requested Fees and Expenses are not improvident and should be approved by the Court.

CONCLUSION

28. As noted above, in accordance with the provisions of the Retention Order and
sections 328 and 330 of the Bankruptcy Code. Applicant seeks approval of compensation for
services rendered in the amount of $1,885.,452.96 in fces, representing Applicant's transaction
fee, plus expenses of $104.980.70 incurred and paid by Applicant during this time and such
futurc cxpenses incurred by PISC in connection with its Motion to Compel and this Application.
As demonstrated throughout this Application, the amount of compensation requested by

Applicant is nccessary, fair and reasonable.

29.  All services for which compensation is sought were performed for and on behalf of

the Debtor and not on behalf of any creditor or party in interest. Applicant has not entered into

KY 2 108T0] 7 OR-Nor QOXIR! DOC 67570 NN3 14



WHEREFORE, Applicant requests the Court (a) approve the Requested Fees in
the amount of $1,885,452.96 for services rendered by Applicant during the Compensation
Period, (b) approve the Requested Expenses in the amount of $104.979.70 incurred by Applicant
during the Compensation Period, (c) direct the Debtor to pay Applicant the Requestied Fees and
Expenses, less amounts already paid to Applicant, if any, (d) authorize the Debtor to reimburse
PJSC for expenses incurred that have not been included in this Application without further order

of the Court, and (e) grant PJSC such other and further relief as is just.

Dated: New York, New York
November 2, 2001

PETER J. SOLOMON DEBTOR LIMITED

By:

Bradlcy'I. Ditz, Managing Director
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VERIFICATION

STATE OF NEW YORK  §

o

NEW YORK CITY §

BRADILEY [. DIETZ, after being duly sworn according to law, deposcs and says:

l. 1 am a Managing Director with the applicant firm, Pcter J. Solomon Company
Limited ("PJSC"), which firm maintains offices for providing financial advisory and
investment banking services at 767 Fifth Avenuc, Ncw York, NY 10153, PJSC has acted as
financial advisor and investment banker to and rendcred professional services on behalf of

Furr’s Supermarkets, Inc.

2. T am thoroughly familiar with all other work performed on behalf of Furr's

Supermarkets, Inc. by the profcssionals in the firm.
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3. 1have reviewed the forcgoing Application and the facts set torth therein are true

and correct to the best of my knowledge, information and belief.

Bradley . Diet/.
Managing Dirfcto

SWORN AND SUBSCRIBED betore me this 2nd day of November 2001.

m.. Siate of Now Yl N Publi
“ﬁm fotary Public
. MI.‘MI.I.“ My Commission Expires:
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and conclusions of law in respect of the Ratentinon Applicarion, in accordance with Rule
52(a) of the Federal Rules of Civil Procedure, as made applicable by Rule 9014 of the
Federal Ruiss of Bankrupicy Procedure; and the Court having overruled each of the
ubjections of the Cuimuitiee and the United Suates Trustee 1o the extent inconsistent with
this Order; and after due consideration and sufficient cause appearing therstor; it is
hereby

ORDERED that the Debtor's retention of PISC as its investment banker, pursuant
:0 sections 327(a) and 328(a) of the Bankruptcy Code, on the terms and conditions set
forth in an amended and restated Letter Agreement, dated February 26, 2001 , 2 copy of

E'Hb— which is arrached hereto as Exhibit “A," is hereby approved in all respects. PIsc ¢h ) “”P}y
&)/J widh the requdiements of Ronkrspdey (ade 6 330 2ad 331 widh tesgect o suka‘aj

ppray »l ‘:F re ap#ncai-mn_
I

Submitted by:

SKADDEN, ARFPS, SLATE, MEAGHER & FL.OM LLP
Richard Levin (CA State Bar No. 66578)

Stephen J. Lubben (CA State Bar No. 190338)

300 South Grand Avenue, Suite 3400

Los Angeles, California 90071-3144

(213) 687-5000

and

JACOBVITZ, THUMA & WALKER,
a Professional Corporation

-

David T. Thuma/500 Marquette N.W., Suite 650
Albuquergue, N.M. 87102
{505) 766-9272/(505) 722-9287 (fan)

Attomeys tor the Debtor
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APPROVED:

WEIL, GOTSHAL & MANGES LLP

By: ApPrau e) l_o_\/ ~\e\.pf\| 21C
Lori R. Fife ’ ? ):\L
767 Fifth Avenue it
New York, New York 10153
212-310-8000
212-310-8007 (fax)

Attorneys for Peter J. Solomon Co. Ltd.

APPROVED AT TO FORM ONLY:

PEPPER HAMILTON, L.L.P.

1. William Cohen

100 Renaissance Center, 36" Flaor
Detroit, Michigan 48243-1157
(313)259-7110

(313) 259 7926 (fax)

and

DAVIS & PIERCE, P.C.

*

By: WM——/
William F. Davis
P.O. Box 6
Albuguerque, New Mexico 87103-0003
(505) 243-6129
(505) 247-3185 (fax)
Attomeys for the Official Committee of
Unsceured Creditors of Furr’s Supermarkets, Inc.

BRENDA MOODY WHINERY
United States Trustee

Dy: A ?? QUMX B;fj E—_\E_L)\.O" e}
Rodald E. Andazola ' R ,}(

P.O. Box 608

Albuguerque, New Mexico 87103
(505) 248-6544

(505) 248-6558
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Februagy 26, 20601

Furrs Sypermarkets, Tne.
4411 The 25 Way N.E., Suire 100
Albuguerque, NM 87103

Auention: M:. Sieven L. Moniensen
Seaior Vice Predident and Chief Financial Officer

Ladies and Gentlemen:

This lemey (the "Agrvement”) will confimn the undentanding and agreement
berween Furrs Supermarkets, Inc. (aloag with any affilied debrors and debtors-in-
passession, the "Compasy”) and Psier 1. Solomon Campany Limited (“PJSC”) regarding
the scope and Wrms of the retenuoa of PISC as the Company's investnent banker ia
connection with 3t Chapter 11 procéedings sad its recrganizaiion before the United Stutes
Bankrupky Court for the Dismot of Naw Mmxico (the “Baokruptey Court™). I is
undenitoad thar the rewentioa of PISC and effecriveness of this Agreement 1 subjact 10 the
approval of the Bankrupicy Cowrt

Secyjon |, Seovices o he Rendered, PJSC will perfonn sach services as
the Campany may request iacluding. but not mired o, the following:

(@)  PJSC will assist the Company in assessng the operating and financial
siratepes for i1s business;

() PISC will review and analyze the busineds pians and financial projections
prepared by the Company includiag bur aot litnited to testing assumptons and comparing
those assumplicas o husorical Compaay aad industry trends;

{e) PISC will asist the Company aad its other professionals is formularing and
negotianng a plan of reorganization;

@)  PISC will value the Company in connecuon with a pian of reorganization,

(e) To the axtent requested by the Company. PISC will advise the Company in
counaction with one of mose possible ransacrions, each betwecn the Company and a
diffecent party (each, a “Transaclion™ or sesies or combinasion of Transactions, whereby,
directly or indirevtly, an uwnership iperest in e Compuny, )n iFs business or in ull or any
portian of its assets is wunsfeaed for consideration, including, withow lmuragion, one of

Th 718081800  Foox M1G-B0GH-wmms  h-sau: mid @ gualcman. com

Exhibixr "A"
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Secuon 3 Fees.  As compensation fur the seevices rendersd hereunder, e
Company. and ily successon, If any. agrees to pay PISC (vis wire mnster or ocher
mutually acceprable means) the follawung fees in cash:

(a) A monthly cash advisary fee (the "Monthly Fee') squal 1o $150.000.00
per moath tor a minimum of three months. The Monthly Fee shall be payable in advance
on the first day of each month, wish the Moathly Fee for parial months pro-rated bused
oa services cammencing as of the date hereof.

(b) A reargamzation fee (1he "Reorganizanion Fee™) squal to §1.500.000.00.
based on & rearganization af the Compuny under Chaprer 11 of the Bankrupicy Code that
represenls wisets gencranng no less thag 40% of the trailing twelve mondhs’ rovenues of
the Compsny measured as of the Masch 31, 2001 (a “Renyganizarion”) which
Reorganization Foe shall be payable on the date of cansummation of tbe plan of

rearganization.

) A Aoaaciag fee (e Financing Fer') shall be ncgouated between PISC
and the Company if PISC is requested 1o arrange finsacing far any secured or unsecured
dedt, equily or other hybrid security, subject 10 the approval of the Bankruptcy Court.

() A ensactioa fee (the “Transaction Fee") equal 1o 1.50% of the Aggregate
Considerancn (a3 defined below) puid or payable ia copnection with cach Trapsactuion;
pravided, bowecwer that in no casc thall toal Transscuon Feex aggregate lexs than
$1,500,000.00. Each Transaction Fre shall be several and shall be contingens upon the
consummarion of the related Transactiaa and shall be payable at the closing thereaf,
provided thac compensation attributable 1o that pan of Aggregae Considerarion which is
contingent upon the realization of future financial performance (e.g. an ¢am-our or
Sigulas provision) shall be paid by the Company 10 PISC prompuy npon the receipt of
such Aggregare Coasideration by the Counpany, s shareholders or ouwr pasties.
Compensation atriburable to that parr of Aggseyme Coasideration which 8 deferred
(including withour limivation any Aggregale Considetation heid in escrow) shall be
valued = the total sued amownt of such considerwdoa whbour applying a discount
thereto and shall be paid by the Company s the time such consideratian is received by
the Company. In the evens thax the Company sells asseis or divisions 1a mare than one
Transaction, Aggregats Coniideration shall be calculacd fou each Transacrion scparsicly
and shall not be cumulutive for purpases of defermining the Transwction Fee.

For purpates hereof, the tesm “Aggreguts Consideration” shall mean the
ol amount of all cash, securites, conmacrual arangements (including mny lease
ArTangements oF pul of call sgrezments) and other properties paid or payible, directly ar
icdircetly in connacdon with » Transacrion (including. without limitution, amouars paid
10 hoiders of any warrants, stock purchase righes or convertible secunties of the Company
«nd 10 holders of any options of lock appreciadon rights issued by the Company,
whether or nol vested). Aggregate Coauderation thall also include the amaunt of any
short-tarm debt and long-term liabitities of the Comnpany (inciuding the priacipal amoun
of any indebtedoess for borrowed money and capitalized leases and the full amounl of
ary off-balance sheer financings) (x) repaid or retired o comnection with or in



SLiTIETCUNL WLV L

kur23-01 08:30pm  FromeRETER [ SOLOUON COMPANY e A0 1{ | PARN 14

anticipativn of each Transuction ar (y) existiag on the Campaay's balagee sheet ar the
ume of each Transaciion (if such Transaction takes the form of 3 merges, consoligation or
a sale of stock or partasrslup inlercsts) or assumed in coanection with such Trmasaction
(if such Transaction takes the form of a sale of assets). lg the evear such Transactioo
takes the form of & 3sie of assets, Aggregate Consideration shall inciude (i) the value of
any cumment assers not purchased, tainus (ii) the value of any current lisbilities not
assumed. In the cvent such Traasaction takes the farm of a recapitalization, reswuciuring,
spin-off, splis-off or sumular wansacton, Aggregute Consideration shal! include the fair
market value of (i) the cquary sccurities of the Company rewined by the Compuny's
security holders following such Trunsaction and (ii) any securities received by the
Compaay's security holders in exchunge for or i respeet of securities of the Company
following such Transaction (all secisities received by such yecuarity holders being deezmed
10 have been paid 10 such securily holders in such Transaclion). The value of scouritics
that are freely Tudable in an established public murket will be determined om the basiy of
the last marker closing price prior 10 the coaswmmarion of the applicable Transaction.
The value Of securities, lease paymesniy and other cousidcralion tha are not Beely
tradable or have oo established public miarket, ar if the consideration utilized consisis of
property other than secusities, the value of such propesty ahall be the fair marke: value
thercof ay detenained in good faith by PISC, provided, however, that all debr securities,
exCept 2810 coupan ar deep discount sccusiues, shall be valued ut cheir stawd principal
amount withoul applying a discount thereto.

Section 4.  Cedit PISC shall credit 100.0% of the Mbathly Fee's,
paysble under Section 3(a) excluding the agpregare Manghly Fees paid hereunder for the
first one month of PJSC's eagagement hercupder, toward any Transaclion Fee or
Reocganization Fee {the "Credit”); provided, however, that sach fees shall be credied
anly once.

Scction S, Expenpsty.  Withow! in any way reducing or affecring the
provisions of Exhibit A hereio, the Campany shall reymburse PJSC far its reasonable aut-
of-pocke! expenses incurred in connection with the provision of services harsunder and
the execuuon and delivery of this lener Agreemeant, including withous limitarion the fees,
disbursernents and other charpes of PISC’s couasel. Our-of-packet expueases also shall
wnclude, but aoe be limited 1o, ravel wnd todging. daw processing and ~ommumicatioa
charges, research and couner services. The Compaay shall promptly reimburse PISC
upon preseatation of an ipvoice or ofer similar documentalion.

Section 6. Indeconiry,  The Company agress 1o tné provisions of Exhibit A
herero which provide for certain indemanification by the Company of PISC and ccrain
relatsd persans. Such indempification is an integral part of this Agrecment and the terms
therect arc incarparaied by reference herein. Such iademaification shall survive any
leraunaution, expiragon o campletion of PJSC's engugement hereunder.

Serfen 7, Terpn, The term of PISC'y engagement shall extend from e date
bereof thyough the daie e Company contimms & plan of rearpanization; prgvided,
howevey, that cither the Company or PJSC cag vance) this Agreement by previding antice
in writing (the “Tcym™); provided funhcr, hgwever, that 10 the even! FISC cancels this
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Agreement. 1 shall not be enttled 10 receive uny furthay fees hercunder fram the dane of
cancellanon forward, other thao any foes puyable puriuant 1o the Jast seatence of this
paragraph and provided {urther, hawever, that excepe in the avent of grass neplipence or
willful muscanduct by PISC, the Compeny may not cancel this Agreement prior to the
expualiog of a six-month pariod fram the dare hereof, and then, only upon providing
thicty (30) days advance notice in Writiag.  If terminated. PISC shail be entitied o any
fees for any monthly period which are due and owing (o PISC upan che effective date of
terminafion; however, such amoun{s will be pro-rsred for any incomplets moarhly peniod
of service, and PISC will be entitled 10 the reimbursement for the out-0f-pocker expauses
described in Section 5. Termination of PISC‘s engagement hereunder shall not affect ar
impair the Company’s continging obligaion w indenmmify PJSC and cerain relared
persons a5 pravided in Exbibir A and its contiouing obligationt under Section 8 hereof.
Without limiting the foregoing, compensation shall be payable undes Section 3(b), (¢} or
(d) shove n the evens that & Reargavization or Transaction is consummated a1 any ame
priar 1o the expiration of eighteen manths after such termination, or a letler of intent or
definitive ngreemnect with respect 10 8 Rearganization or Transacnioo is execuled a1 any
ume prniar 10 twelve manths «fter such termination (which lemer of intent or definisive
agreement subsequently resuln in the consummation of a Reorganization or Transaction
at #ny dme), (x) a8 10 which PISC advised the Company hereunder prior o the
termunarion of this Agreement or (y) which involves « pary identitied to the Company by
PISC or with whom te Compagy had discussions regarding s Reorganizadon ar
Transaction, in cacls cuse during the Term of PISC's engagement hereundes.

(3}  In connection with sllowincas of compensation sad reimbursement of
expenses, PJSC shall file appropriate applications for allowance of int?rim and final
coampensauon and resmbursement of expenses in sccopdance with Sections 330 and 33] of
the United States Bankrupicy Code and applicable rules ar such tmes as direciad by the
Bunkryptcy Court or egtablished by administrative order entered in the bankrupicy cases.
The fees derailed in Section 3 «bave have heen agreed spon Wwith the aTpress expectarion
that they ape subject (o review by the Bankaupcy Court agly us pravided by Section 328 of
the Bankrupicy Code. The Company acknowledges and agrees that the fees payuble to
PISC bereunder are reasoaable, Furthermore the Company understands that the houns
warked, the resulrs achieved in the rearganization or the wirimae beneli to the extare of the
work performed may be variable and the Comnpany has aken this w0 account 1o sening the
fees derailed in Section 3 above. In accordance with the guidelines of the Bankruptcy Court.
PISC shall munmin derailed recards of tme spent working on this adsignment, which
records shall be availabie for submission to the Bankruptey Coun subject w approprisie
redacrions 1o presarve confidantial or sepsiuve wnformation. Athough PJSC s providing
>uch records, i, as an invespment bank, does not have bourly mies for i professionals.
PISC will make avery effoat 10 coordinate with the other professionuls rewined by ihe
Cfnmglny in these haniqugkcy cases ig order to elimioste unpacessary duplicadon or overlap
Of wi

(b)  The Compeny uprees that PISC's compensauion set fonh herein and
Paymenui made puniusal 1O reunbursement provisions of this Agreemwent shall be entided o
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priority 13 expenses of sdminusiration under Secrions S03(b) (1) (A) and S07(a) (1) of the
Bankruptey Coae and shull be eanded 1o the beoefits of any “carve-outs” for profesiional
focs and expenses in effect in the Chapter 11 cases pursuans to one or mace tinancing orders
now Or berealter in etrect.

(¢}  Secuiops 2 through ¥ shall survive terminatios of expimnon of e
Agrecment.

(4)  PISC shall be under no obligaion to provide formal faimess, valuation or
solvency opinians {excopf ta the exsent valuation opinions are embakiied 1 lestimony) with
fespect 10 any of the Chaper 11 proceedings or any transactions coptemplard thereby of
ineigeninl heretn, However, PISC and it affiliaras shall be provided the option to do w
where such opitions ure necsssary And are appropriste. The terina of such engagcment shall
be customary for Rch services endered by invesumenor banking finns ar the ume of the
engugement And shall be subject 1o one or mare separaie sgreements between the Company
and PISC. and shall be subject vo Bagkrugeey Court appraval.

(e}  PISC acknowledges that the Company shall have go obligation to eater
ino any Fioancing or Transaction and shall have the right w reject any Filasaciag o¢
Traasaction of 0 lerquadle negotiations with respect (o any Fisancing or Trundaction at
any time.

i The advice (oral or wrinen) rendered by PISC pursuans 5o this Agrecaent
i3 intended solely for the benerit and use of the Company and it professionals in
conyidering wthe matters to which this Agreement relaicy, snd the Company agrees 1hat
such advice may not be relicd upon by any ather persan, used for any other purpose or
reproduced, disserninuted, quored or referred o & any nme, . any manper or for any

purpose, nor shail any public refepences (o PISC be # by g Enumv. withouy the

Company may share such advice with the Creditess Comminex..

3] The Cognpany agices thar PISC shmil have the right afler completion of
each Tansaction ro place sdvertiscaenrs ia financial and ofher newspapers ad journals
al 115 own expense describing ife services hereunder.

th)  Tws Agreement may aof be amended ar modified axcepr by a writing
executed by each of the panies und this Agreemeny, including ali controvessies arising
from ar relating to performance under this Agreement, saall be goveraed by and
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reliding to this Agreement. The parties hereto further agree thar proper service of process
on & party may be made on any agent gexignaed by such pary located in the Stare of
New Yark.

()  To the exient permiried by applicable law, the Campaay hereby waives
vial by jury, righty of setoff, and the nght 10 impose counterclaims (2Xcept those arising
out of this Agreement) in any lawsuit with respect 10, in connecuos with or arising our of
this Agreement, or any other tlaim ar dispute relating to the eagagemant of PISC ansing
between the parties berero. The Campany hereio confinms that the foregoing wavers ae

wformed and freely muade.

{k)  The relationship of PISC 10 the Company hereunder shall he thut of an
independens conuactor and FISC shali have no autharity to blad, represent aor otherwise

aut as agent for the Campany.
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If the foreyoung cosrectly sers forth the understanding snd agresman: berween
PISC sad dw Compuny, please 50 indicate by signing the enclosed copy of this lemer,
whereypan it shall become  bundiag agraement berween the parmes hereto as of the data
first sbove written.

Veary tuly yours,
PETER ]. SOLOMON COMPANY LIMITED

Accepted and Agreed 10 4§ of
the day first wrinen above:

FURRS SUPERMARKETS, INC.

By: D

efi .. Martensen
Senior Vice President aad Chief Financial Officer
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Exhibit A

The Compuny sbuli muemnify and hold harmless PISC and its affibates, counsel and other
profesmcanl wdvisvry, and the napsctive dievtony, officern counclling persuy, egems ad
cinployees of exch of the toregoing (PISC aad w! of such other persans collecuvely, the
“Indempitled Partias”), Irom and againy any iodsey, clunms or proceedings including sicckhalder
acuons. damages. judfMchly, saseysments, invesTigazion costs, withetnent cows, finey, penulticy,
achutagon swardy, other Uabalisies, costs, fees and capenses (collectively, “Lesses”) (i) relarcd w
of ansing out of (A) oral ar wnnen mnformasian provided by the Company, the Campany's
cmployses ot other ageats, which either the Company or PISC pravides w any persons, ot (B)
other action or failure 10 act by the Company, the Company s mployees or other agents or PISC
at the Company's request or with the Cotnpany's consent, or (1i) otherwise selated 10 of ariding out
of the sngugement of PISC under this Agzéeminl oF Aoy WrANs«CHON Of tondull 1p COmNeLIion
therewilh, grovided xhas thia clacse (i) shall aor apply if it is flally judicially Jdownmined by o
COUIT Of competent Junsdicrion That such Losses aaw solely ont of the gross aegligence of bad
Fuith of such Indamaified Party. T malkiple claims are brought apainsy an Indemnified PaIty n Ab
arbimanian, with respeet £o ar leass ope of which indemnuficauan iy peymirted under sppheuble luw
and providad for under thiv Agrevment, the Company sgrees th sny arbitration sward shall be
concluiively desmed to be bayed on claims &8 1o which indemnification is perminied and provided
tor, except to the extent the arbitration award expressly statss thar the awmd, or any pastion
thercos, 13 baascd s0Icly on 2 Claim as 10 whach indeataificalian is aot available.

The Company sholl funther raambusse any Indommfiad Party prompely for, or af the Indemunified
Purty’s aption advancd pnouats sufficient 1o cover, any legal or ather faes or expensas as they are
incigred (i) in investigrling, preparing of puftuing any actiod or other procesding (whetbr
tormal or wformal) or threat thereof, whether or not in Conpection with pending or thremtenad
litsgavon ar acbictunon wnd wherher or not any indemmified Purty is u purty (sn “"Acticn”) ang (i)
in ronnectol with enforcing duch Indemnitied Parry's nghts under thit Agreemenar (iwhuding,
withour hmizanon, its rights under thiv Eabibit A). provided. however thar in the evenr 1w is
finally judicially delermined by a count of comperemn Junsdiction thar the Losses of such
Indcramitied Purvy aX0sc suicly oul of I« gross Deglipence Or bad Tl of such Indemoition ParTy,
such Indermnificd Purty will progpily remit 10 the Company any umounts ceimbunied of sdvanced
under this paragraph.

Toe Compuny shall, if requesied by PSSC, assume the defense of any such Action including the
empioymént of counsel reascnably satisfacmcy to PISC and will ao semle, compromuse, consens
ur otherwise resolve or seek o termuante sy pending or threazened Action (whether of noi any
Indemmutfied Party it a party thereto) ualess ot cbraas the prinr wrimen consent of PISC or an
eapress, snconditional release of each ludemaified Pany from all liabilsy relating to such Action
and the engagemant of PISC under thus Agre2ment. Any Indamnified Parry sball e entitlad 10
IBfMG sapaTute soulicl of ily choice und panicipsts in the defemae of any Action in cunnecliva
with any of tha maltens 10 which this Exhibir A relates, bor the fess and expenses of such connsel
shall be ar the expense of such Indernified Purty unless: (i) the Company has faled pramgely 10
assume the defense and employ counsel or () the named partiet 1a any fuch Achan (ncluding
azy itnplesded paruies) wclude wuck Indemnified Panty and the Company, and such Tndermnified
Persun shall have been advised by counsel thut thert may be oae or mure Legyl defonses available
10 % which are gifferear from or in aadivion 10 &ose available 10 he Company: DLovidad i The
Company 3hall not in such event be respansibl. under 1his Bahibis A for the fecs and expenscs of
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murk than ope firm of separute counscl (30 additton 1o local counsel) in connecticn wuh any such
Action in th same jurisdicaon.
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Puragrephs 13 finally judicisily deterruncd to b unavailsbie (except by reasom of the grow
negligence or bad fusth of such Indermified Panty), or is insufficient 1o hold such Indemaified
Purty harmiess against auch Lasses as conramplated berean, then the Company shall conmbuse 10
such Losses (1) Ip such Propotiun as 1 approprisie 10 reflect the rélalive DeneTite received by The
Compuny wad its stockholders, an the oae hand, sad such Iademnified Party, oo the other band, in
cannection with the traniacuons comemplated heeeby, and i) of (and only if) the allocatian
provided in clause (i} is not pergunad by applicable law, in such propormog as is appropnar 1©
reflact not only the relative benefits referred to o clause (1) tut also the relanive fuull of the
Compaay and auch Indemnified Party; provided, however, that in no event shall the wmouny, if
any, W e coattibuled by all lodemailed Pames saceed the amounl of the fees actually ceceived
by PISC hereunder Bencfins received {or anticipaled 1o be received) by the Company and its
siockhaldery shall be deerned 10 be pqual 10 the aggregmis cash condideration and value of
wecuTitiet Or mAy othar praperty payable, sachungeuble or wunefershic un any popased ac
potential transecnony within the wops of this Agreemant, and bencfirs mceived by PISC shall be
deemed to be equal 10 tha compensazion payable by the Compuny o PISC in conpectian with this
Agreenent. Relapive fanlt shall be decerirancd by reference to, amoog other things, whether any
aliegad untrua sttement ac omission or any othet alleged conduct rvlatss to informaton provided
by the Campany or other conduct by the Compunty (or the Company's employess or other ajents)
on the oae haad of by PISC on the other hand. The purnes Dereto agrve that it would bot be just
and cqutable o vaaribution were detcrmined by pra Tua atiocation or by any other metod of
wilocation which does nor rake inro account the ¢quitable considerxrions referred (o above

The Company also agrees thar no Indemmufied Purty shall have uny lisbility {whether direet or
indirecr, in contract or torr or ogherwise) 10 the Compatty for or i connection with advice of
srvicey rendered or 1o be readered by any Indemmificd Pamry purigan] to this Agrenminl, the
ransachions cantemplated hereby or any Indsyorutied Patvys sctioms of inactions in connection
with any such sdvice, yervices O pansactions except for Loiwes of the Company thu are fisally
Judicially detsrmined by a cowt of competes jurisdiction 10 bave arises solely out of the gross
ncgligence or bad faith of such Indemnified Pasty 1n connecrion with any such advice, acrions,
INAckiony OF services.

The rights of the Indegmufied Parnes horeunder shall be in sddition 10 any other Tights thas any
Indemnified Paty may have at comman law. by »tfue of ceherwase.  Except wi atherwase
exprenaly provided for in this Exbital A, if any m=rm, provision, COvenait of [TmNCTion coamned
in this Expibit A1 hald by a cours of comperene Jurisdiction or other authoriry w be iavalud, void,
unenforceable or agandt it3 regulalory peolicy, the remainder of the terms, provisions, covenants
and rwicrictions contaned in 1his Agreement al) remain 1o full focce and effect and shall in no way
be affected, impairsd or invalidsieq. The reimbursement, indemmnity and conmibition obligations
of the Company sct forth herein shall apply © aoy modification of tha Agreement and shal:
reromn w full focee and sftecy regardless of any termubarion of, of the complvtion of any
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Peter J. Solomon Company
Furrs Supermarkets - Monthly Summary of Expenses

February 2001

Description Amount
Airfare $5,410.41
Presentation books 175.00
Catering 12.00
Copies
Fax
Hotel 770.15
Late night meals
Late night taxis
Legal fees
Meals 217.21
Overnight delivery, messenger 40.35
Data processing
Telephone, including conference calls 3.37
Research
Taxis 60.00

Auto rental, other local transportation

Total $6,688.49



Peter J. Solomon Company
Furrs Supermarkets - Monthly Summary of Expenses

March 2001
Description Amount

Airfare $4,909.50
Presentation books 0.00
Catering 0.00
Copies 184.25
Fax 85.00
Hotel 729.49
Late night meals 76.71
Late night taxis

Legal fees 630.00
Meals 427.50
Overnight delivery, messenger 737.34
Data processing 209.62
Telephone, including conference calls 479.61
Research 625.74
Taxis 137.06
Auto rental, other local transportation 1,009.36

Total $10,241.18



Peter J. Sclomon Company
Furrs Supemarkets - Monthly Summary of Expenses

April 2001
Description Amount
Airfare $7,935.00
Presentation books 1,725.00
Copies 2,602.50
Fax 764.00
Hotel 1,141.98
Late night meals 308.34
Late night taxis 55.00
Meals 527.05
Overnight delivery, messenger 906.82
Data processing 413.96
Telephone, including conference calls 777.35
Research 101.74
Taxis 173.53
Auto rental, other local transportation 621.74

Total $18,054.01



Peter J. Solomon Company

Furrs Supermarkets - Monthly Summary of Expenses

May 2001

Description Amount
Airfare $2,673.00
Presentation books
Catering
Copies
Fax
Hotel 190.76
Late night meals 554.76
Late night taxis 49.00
Legal fees 10,141.60
Meals 125.94
Overnight delivery, messenger 351.38
Data processing 137.50
Telephone, including conference calls 2,217.50
Research 345.77
Taxis 192.00
Auto rental, other local transportation 168.81

Total

$17.148.02



Peter J. Solomon Company

Furrs Supermarkets - Monthly Summary of Expenses

June 2001
Description Amount

Airfare $7,023.50
Presentation books 125.00
Catering

Copies 584.25
Fax 343.00
Hotel 1,964.32
Late night meals 123.27
Late night taxis 39.25
Legal fees 7.560.74
Meals 726.61
Overnight delivery, messenger 220.48
Data processing 137.50
Telephone, including conference calls 1,258.50
Research 523.56
Taxis 191.00
Auto rental, other local transportation 525.00

Total

$21,345.98



Peter J. Solomon Company

Furrs Supermarkets - Monthly Summary of Expenses

July 2001

Description Amount
Airfare
Presentation books
Catering
Copies
Fax
Hotel
Late night meals 53.70
Late night taxis
Legal fees 1,146.00
Meals
Overnight delivery, messenger 62.40
Data processing
Telephone, including conference calls 50.00
Research
Taxis 123.93
Auto rental, other local transportation
Total $1,436.03



Peter J. Salomon Company

Furrs Supermarkets - Monthly Summary of Expenses

August 2001

Description Amount
Airfare
Presentation books
Catering
Copies $86.25
Fax
Hotel
Late night meals 165.65
Late night taxis 61.60
Legal fees 913.24
Meals
Overnight delivery, messenger
Data processing
Telephone, including conference calls 282.00
Research 254 34
Taxis

Auto rental, other local transportation

Total

$1,763.08



Peter J. Solomon Company
Furrs Supermarkets - Monthly Summary of Expenses
September 2001

Description Amount

Airfare

Presentation books

Catering

Copies $77.50
Fax 22.00
Hotel

Late night meals

Late night taxis

Legal fees 3,772.79
Meals

Overnight delivery, messenger

Data processing

Telephone, including conference calls

Research

Taxis

Auto rental, other local transportation

Total $3,872.29



Peter J. Solomon Company
Furrs Supermarkets - Monthly Summary of Expenses
October 2001

Description Amount

Airfare

Presentation books

Catering

Copies

Fax

Hotel

Late night meals

Late night taxis

Legal fees $24,431.62
Meals

Overnight delivery, messenger

Data processing

Telephone, including conference calis
Research

Taxis

Auto rental, other local transportation

Total $24,431.62



SUMMARY OF HOURS FOR PROFESSIONAL SERVICES
RENDERED BY PETER J. SOLOMON COMPANY LIMITED ON
BEHALF OF FURR'S SUPERMARKETS, INC.
FEBRUARY 26 THROUGH JUNE 30, 2001

Names of Professionals/Paraprofessionals Hours
Peter J. Solomon, Chairman 2.0
Bradley I. Dietz, Managing Director 360.2
Jeffrey A. Hornstein, Managing Director 1.0
Anders Maxwell, Director 595.0
Alexander B. Kasdan, Associate 455.7
Rory T. Keenan, Associate 4.0
Shawn Harrington, Associate 271.0
Matthew Fine, Analyst 128.5

*
I As set forth in Applicant's retention agreement dated as of February 26, 2001, and attached as Exhibit Ar
Applicant is compensated on a monthly retainer and success fee basis; its professionals do not have hourly

RN



Peter J. Solomon

Peter J. Solomon founded PJSC in February 1989. Mr. Solomon began his
career at Lehman Brothers in 1963 as a member of the Corporate Finance
Department. In his early years at Lehman. Mr. Solomon developed a
reputation as the leading investment banker to the retail and distribution
industries and also spearheaded Lehman Brothers' entry into group
broadcasting and cable television. He became a Partner of Lehman Brothers
in 1971 and a member of its Board of Directors in 1975.

In 1978, Mr. Solomon became Deputy Mayor of Economic Policy and
Development in New York City under Mayor Edward I. Koch. In that
capacity. he was responsible for all matters within New York City relating to
ports, taxes, energy and foreign trade and investment as well as economic
development. In 1980, President Carter appointed Mr. Solomon Counselor
to the United States Treasury. While at the Treasury, Mr. Solomon advised
the Secretary on matters ranging from automobile trade to tax policy.

Mr. Solomon returned to Lehman Brothers in 1981 as a Senior Managing
Director and a member of the Executive Committee. In 1984, after the
purchase of Lehman by Shearson/American Express, Mr. Solomon became
Chairman of the company's Mergers and Acquisitions Department, and in
1985 was appointed Vice Chairman of the firm and Co-Chairman of the
Investment Bankine Nepartment. Subseauentlv. Mr. Solomppled the effort

to raise $1.3 billion for Shearson's Global Merchant Banking Partnership.

Mr. Solomon received his B.A. degree cum laude from Harvard College and
his M.B.A. from Harvard Business School. He is widely regarded as a
leading international authority on mergers, acquisitions, management
buyouts and financings. Mr. Solomon is currently a director of Baker,
Fentress & Company, Lawfin International Limited, Monro Muffler/Brake
Inc., Office Depot, Inc. Phillips-Van Heusen Corporation and Zagat Survey
LLC.

He is also the Chairman of The Manhattan Theatre Club, a Trustee of the
American Museum of Natural History, The Federation of Jewish
Philanthropies of New York City, and the Lucius N. Littauer Foundation,
and a Director-at-Large of the Montana Land Reliance. Mr. Solomon is Co-
Chairman of the Technology and Education Planning Committee of Harvard
University, a member of the Dean's Council, the Executive Committee of

—
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Harvard University Resources Committee and Chairman of the Friends ot
the Center for Jewish Studies. He is a member of the Council on Foreign
Relations and the New York Administrative Committee of Fleet Bank, N.A.

Over the past 25 years, he has also served as an Overseer of Harvard
University. Chairman of the Hudson Guild Neighborhood House, Vice
Chairman of Mt. Sinai Hospital, a Trustee of the National Audubon Society,
and of Taft School, and a member of the Visiting Committee to the Museum
of Fine Arts in Boston. In 1992, he was a recipient of the Ellis Island
Congressional Medal of Honor. As a Contributing Editor, Mr. Solomon
appears frequently on CNN.

Bradley 1. Dietz

Bradlgy Djetz is a Managing Directorof PISC angd heads the Restructiring

Group. Prior to joining the firm in 2001, he was a Managing Director at
Citigroup where over a ten-year period he had broad based experience in
complex restructuring and reorganization matters across a variety of
industries. Mr. Dietz has also represented Citibank in transactions with
Avondale, Inc., Morrison Knudsen Corporation. Owens Corning, Laidlaw,
Inc., and Safety-Kleen, Inc. among others. Before commencing his
restructuring activities, Mr. Dietz spent four years in Citibank's Mergers &
Aquisitions advisory group working primarily with leveraged finance clients
of the bank. Earlier in his career, he served as Vice President in the
Corporate Finance Department at Bankers Trust Company and prior to that,
as Chief Operating Officer of the Metrotape Division of Metromedia, Inc.
Mr. Dietz received his M.B.A. from the University of California at Los
Angeles, where he also received his B.A., graduating Ph1 Beta Kappa,
magna cum laude. He is a director of First Capital Holdings Liquidation
Trust.

Anders Maxwell

Anders Maxwell is a Director of PJSC in the Restructuring Group. He joined
the firm in 1999 as a member of the Financing group responsible for
mezzanine and high yield financing. Mr. Maxwell has had a diverse 25 year
career in the high yield capital markets and related investment and merchant
banking fields including experience in workouts, debtor advisory, and
trading of distressed bonds. Prior to joining the firm, Mr. Maxwell served as
a Managing Director of Barington Capital Group engaged in the placement



of high yield and mezzanine debt securities. Mr. Maxwell began his career at
GE Capital where he held a number of positions prior to being named Vice
President and General Manager, Equity Capital Group. He has served as a
Managing Director. Investment Banking at Dean Witter Reynolds, Inc.; a
partner at Benedetto, Gartland & Co.. an equity placement agent for several
prestigious buyout and distressed securities funds: and has held a variety of
high-yield sales and trading positions at Wall Street firms. Mr. Maxwell
received an M.B.A. from the Wharton School of the University of
Pennsylvania and a Bachelor of Architecture with honors from the
University of California at Berkeley.

Alexander B. Kasdan

Alexander B. Kasdan is an Associate in the Restructuring Group. Mr.
Kasdan joined the firm in 2000 and was actively involved in merger,
aquisition and restructuring assignments in a variety of industries. Prior to
joining the firm. Mr. Kasdan was a business development manager at
Schlumberger Limited and an Associate in the Investment Banking
Department of Credit Suisse First Boston. As an attorney, Alex spent three
years as an Associate at O'Sullivan Graev & Karabell and Battle Fowler. He
also was an account executive at Reuters and a financial analyst at Merrill
Lynch. Mr. Kasdan is a magna cum laude graduate of Middlebury College
where he received his B.A. in Economics and [talian and was elected Phi
Beta Kappa. He is also a graduate of Columbia Law School and studied at
the University of Florence in Italy.

Rory T. Keenan

Rory Keenan joined PJSC in 2001 as an Associate in the Restructuring
Group. Prior to joining the firm, Mr. Keenan spent five years at Prudential
Securities, most recently as an Associate in the Mergers and Aquisitions
Group concentrating on the media, communications, grocery and apparel
industries. He began his investment banking career as an Analyst in
Prudential Securities' Media, Entertainment and Communications Group and
also served as an Associate in the Prudential Volpe Technology Group
working on a wide variety of transactions including IPO's, secondary
offerings. public and private debt financings and privatizations. Mr. Keenan
is a graduate of the College of The Holy Cross where he received his B.A.
with honors in English Literature.



Shawn M. Harrington

Shawn Harrington is an Associate in the Restructuring Group. Mr.
Harrington joined PJSC in 1999 and has been involved in several merger,
acquisition, divestiture and restructuring transactions. He received a B.A.
degree in Mathematics from The University of Chicago in 1999.

Matthew Fine

Matthew Jason Fine joined PJSC in 2000. Mr. Fine received a B.S. degree in
Applied Mathematics and Economics from Brown University in 2000.
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