IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: :  Chapter 11

ADVANCED MARKETING . Case No. 06- ()

SERVICES, INC., a Delaware :

corporation, et al.,’ 1 Jointly Administered
Debtors.

DECLARATION OF CURTIS R. SMITH IN SUPPORT OF
CHAPTER 11 PETITIONS AND REQUEST FOR FIRST DAY RELIEFE

I, Curtis R. Smith, hereby declare:

1. I am Executive Vice President and Chief Financial Officer of Advanced
Marketing Services, Inc., a Delaware corporation (“AMS,”), Vice President and Chief Financial
Officer of AMS’s wholly owned subsidiary Publishers Group Incorporated, a California
corporation (*“PGI™), and Senior Vice President, Chief Financial Officer and Secretary of PGI’s
wholly-owned subsidiary Publishers Group West Incorporated, a California corporation (“PGW”
and, together with AMS and PGl the “Debtors”). My duties for the Debtors include
responsibility for overseeing the daily financial operations of the Debtors, and in this capacity [
am familiar with the Debtors’ day-to-day operations, business records and business affairs. I
have served as Chief Financial Officer of AMS since December 14, 2004, as Vice President and
Chief Financial Officer of PGI since December 20, 2004, and as Senior Vice President, Chief
Financial Officer and Secretary of PGW since July 7, 2006. Prior to such times, | acted as Vice
President - Controller of AMS. I am intimately familiar with the Debtors’ financial affairs and
their related agreements and contracts.

2. I submit this Declaration in connection with the voluntary chapter 11
petitions and first-day motions of the Debtors in the above-captioned chapter 11 cases Any

capitalized term not expressly defined herein shall have the meaning ascribed to that term in the

' The Debtors are the following entilies: Advanced Marketing Services, Inc., a Delaware corporation, Publishers
Group Incorporated, a California corporation, and Publishers Group West Incorporated, a California corporation
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relevant first-day motion or application. All facts set forth in this Declaration are based on my
personal knowledge, upon information supplied to me by people who report to me at the
Debtors’ operations, upon information supplied to me by the Debtors’ professionals and
consultants, upon my review of relevant documents, or upon my opinion based on my experience
and knowledge with respect to the Debtors’ operations, financial condition and related business
issues. If' I were called upon to testify, I could and would testify competently to the facts set
forth herein, and 1 am authorized to submit this Declaration on behalf of the Debtors.

3 Part I of this Declaration describes the businesses of the Debtors and the
relevant background preceding the filing of their chapter 11 petitions. Part II of this Declaration
sets forth the relevant facts in support of each first-day miotion and application filed by the

Debtors concurrently herewith.

I. BACKGROUND

A.  Intreduction

4. AMS is a wholesaler, and PGW is a distributor, of general interest books
and other media to membership warehouse clubs, certain e-commerce companies and other
retailers. In addition, through its Advantage Publishers Group division (“"APG”) division, AMS
repackages and publishes various titles for redistribution and sale. The Debtors net sales,
excluding intercompany sales, for the fiscal vear ended March 31, 2005 were approximately
£822,987,153.

5. As discussed in more detail below, on January 14, 2004, AMS publicly
announced a restatement of its financial statements for the years ended March 31, 2003.
Although the Debtors have now substantially addressed the numerous business and legal matters
arising from the restatement, as of the Petition Date the audit of Debtors’ fiscal year 2004
financial statements had not been completed. The failure to complete the audit and the
restatemnent has led to a default under the Debtors’ prepetition asset based financing facility, and
the financial impact of the restatement and resulting litigation and investigations (described

below) has adversely affected their liquidity.
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6. In an effort to increase liquidity, the Debtors have been seeking to
recapitalize their businesses through a strategic transaction. Aided by their professional advisors,
including investment bank Jefferies and Co., Inc. (“Jefferies™), the Debtors have been seeking
sources of additional financing, infusions of debtor and/or equity capital, or a sale of their
businesses to a strategic or financial investor for approximately eighteen months prior to the
Petition Date (as defined below). As discussed in more detail below, the Debtors have entered
into confidentiality agreements with, and provided due diligence to, a number of potential
investors.

7. Despite the Debtors’ progress toward recapitalizing their businesses, the
Debtors were unable to complete a transaction in the timeframe available under the forbearance
from Wells Fargo Foothill, Inc. (“Foothill”) or to obtain further forbearances relating to their
defaults under the Senior Facility, and no other sources of financing were reasonably available.
The Debtors believe that consummation of a strategic transaction or recapitalization through the
chapter 11 process will provide certain advantages, particularly with respect to contingent
liabilities and other matters related to the restatement. Accordingly, the Debtors intend Lo
continue their sale and refinancing efforts under the protection of chapter 1.

8. On December 29, 2006 (the “Petition Date™), the Debtors filed the instant
petitions for relief. [ am informed that a motion for joint administration of the Debtors’
bankruptcy cases is pending before the Court. The Debtors are operating their business and
managing their affairs as debtors and debtors in possession.

B.  The Debtors

9, Founded in 1982, AMS has two primary lines of business. First, AMS is a
wholesaler of general interest books to membership warchouse clubs — including Costco
Wholesale Corporation (“Costco™), SAM’s Club (a unit of Wal-Mart Stores, Inc.) (“SAM’s
Club™), and BJ’s Wholesale Club - as well as certain specialty retailers, e-commerce companies,
traditional bookstores and bookstore chains. General interest books inchide bestsellers; basic

reference books, including computer and health books; books regarding business and

3
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management; cookbooks; gift books, including art and coffee table books; calendars; travel
books; regional books; mass market paperbacks; children’s books; and Spanish-language books.
AMS obtains most of the books it wholesales directly from publishers, primarily on a fully
returnable basis, and it also sells such books primarily on a fully returnable basis.

16.  Second, through its wholly owned subsidiary PGW, AMS provides a fuil
range of book marketing and distribution services to smaller publishers under exclusive
contractual arrangements. PGW stores such books at its distribution centers and ships them to
customers based upon customer requirements, again primarily on a fully returnable basis PGW
also provides these smaller publisher clients with a range of related services, including marketing
and publicity; customer service; warehousing and distribution; billing and collections; and sales
and inventory reporting. PGW charges publishers fees for these services. PGW markets and
sells these books and related products to a wide variety of retail and wholesale trade accounts,
mcluding major national chains, wholesalers, local bookstores and ceitain gift, gourmet and
special sales accounts.

11.  In addition to these two primary lines of business, AMS’s APG division
repackages and independently publishes various book titles on its own. Many of the titles
distributed by APG were initially published and distributed by a third-party publisher, and APG
subsequently repackages them for redistribution and exclusive sale by its warchouse club
customers. APG creates and/or publishes the rest of its titles through its own imprints, which
include Thunder Bay, Laurel Glen, Silver Dolphin and Portable Press. The self-published titles
are typically sold to both warehouse club customers and independent and chain bookstore
customers.

12, As of the date hereof, the Debtors serve approximately 1,078 membership
warehouse locations in the United States. AMS’s headquarters are located in San Diego,
California, and the Debtors also maintain offices in Berkeley, California and commercial space
in Ashland Oregon and New York, New York. The Debtors operate three U.S. distribution

centers located in Baltimore, Maryland, Woodland, California, and Indianapolis, Indiana. The
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Debtors’ operations employ approximately 808 people, of whom approximately 50 are employed
on a part-time basis. Like other book distributors and wholesalers, the Debtors’ sales are subject
to seasonal fluctuations — approximately 30% of the Debtors” annual sales occur in the third
fiscal quarter (October 1 through December 31). As a result of this seasonality, additional
employees are typically added during the peak holiday season. The Debtors’ corporate office
staff consists of approximately 165 employees who are responsible for executive and general
operational, management, merchandising, advertising, finance, accounting, human resources,
legal and administrative matters.

13, The Debtors lease all of the real property upon which they conduct their
operations, including three U.S. distribution centers, executive offices in San Diego, California,
office space in Berkeley, California, and commercial space in Ashland Oregon and New York,

New York.

C. Corporate Structure

14, The stock of AMS is held by approximately 400 beneficial shareholders,
including institutional investors and certain of the Debtors’ founders. Until June 14, 2006, AMS
was required to file periodic reports with the SEC pursuant to section 13 of the Securities
Exchange Act of 1934. PGI is wholly owned by AMS, and PGW in turn is wholly owned by
PGI1. PGl is a holding company that conducts no operations, but it and PGW are borrowers
under the Senior Facility (defined below).

15, In addition to its domestic operations, AMS conducts book wholesaling and
distributing operations through wholly owned subsidiaries in a number of foreign countries,
including Mexico, the United Kingdom, Australia, New Zealand and Singapore, and through an
affiliate in Canada. All of these subsidiaries are wholly owned by AMS. While none of these
subsidiaries are guarantors under the Senior Facility, AMS has pledged 66% of its ownership

interest in each as collateral.
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D. Principal Indebtedness

16.  AMS, PGW and PG], as borrowers, the lenders party thereto (the “Senior
Lenders™) and Foothill, as agent, are parties to that certain Loan and Security Agreement, dated
as of April 27, 2004 (as amended from time to time, the “Senior Facility”). As described in more
detail below, the Debtors’ obligations under the Senior Facility are secured by a lien on
substantially all of their assets. The Senior Facility is an asset-based lending agreement that
provides for a revolving line of credit (the “Revolving Loans™) up to a maximum commitment
level of $90 million. Availability under the Senior Facility is determined by a borrowing base
formula based upon the Debtors’ accounts receivable and inventory, subject {o adjustments and
reserves established by Foothill and the Senior Lenders. The Senior Lenders assert that as of the
Petition Date, the Debtors were obligated to the Senior Lenders for the principal amount drawn
on the Revolving Loans plus accrued and unpaid interest and certain additional unpaid fees and
expenses totaling $41,514,347.58 (collectively, the “Senior Indebtedness™).

17.  The Senior Facility is secured by a first priority security interest on
substantially all of the Debtors’ assets, including substantially all of the Debtors’ personal and
real property, fixtures, accounts, general intangibles, goods, inventory, intellectual property,
equipment, chattel paper, instruments, documents, deposit accounts, letters of credit, banker’s
acceptances, commercial tort claims, life insurance policies, receivables, books, records, all
products and proceeds of the foregoing, and all cash proceeds and all other cash equivalents and
cash collateral (together with all cash, negotiable instruments, documents of title, securities,
deposit accounts and other cash equivalents, the “Cash Collateral”). AMS, PGW, PGI and
certain of their subsidiaries {collectively, the “Obligors”) and Foothill, as agent, are parties to
that certain Intercompany Subordination Agreement dated as of April 27, 2004 (the
“Subordination Agreement”). The Subordination Agreement purports to subordinate the
payment of all indebtedness, liabilities and other obligations of each Obligor owing to any other

Obligor to the payment of the Senior Indebtedness.
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18.  The Senior Facility imposes numerous restrictions on the Debtors” ability to
access their cash. Prior to the Petition Date, virtually all of the Debtors’ cash from operations
was swept daily into an account controlled by Foothill and applied to the loans outstanding, then
readvanced as loans in accordance with the borrowing base formula as established and adjusted
by Foothill from time to time. As of the Petition Date the borrowing base formula under the
Senior Facility totaled $64,764,447.31. In contrast, the Senior Lenders are secured by
approximately $147,500,000 in accounts receivable, approximately $72,500,000 in mventory, as
well as other valuable collateral including AMS’s interests in foreign subsidiaries, fixed assets
and intellectual property.

E. Government Investications and Restatement

19.  OnJuly 23, 2003, AMS was served with a grand jury document subpoena
by the United States District Court for the Southern District of California and a related search
warrant in connection with an investigation being conducted by the Office of the United States
Attomey for the Southern District of California {the *“U.S. Attorney’s Investigation”) related to
AMS’s cooperative advertising practices and AMS’s financial reporting in connection with such
practices. On September 29, 2003, AMS received a copy of an Order Directing Private
Investigation that had been issued by the Securities and Exchange Comumission (“SEC”) on
September 23, 2003, and thereafter it was served with subpoenas for documents and testimony.
AMS believes the SEC’s investigation (the “SEC Investigation”) involves the same or related
matters as those involved in the U.S. Attorney’s Investigation and other matters.

20, Asaresult of internal reviews regarding cooperative advertising and related
reporting, on January 14, 2004, AMS publicly announced that it intended to restate its financial
statements for the five-fiscal year period ended March 31, 2003, AMS has been working with its
independent auditors, Deloitte & Touche LLP, since that time, but to date Deloitte & Touche
LLP has not completed its audit of AMS’s financial statements for the fiscal years ended March

31, 2004, 2003 and 2002, and AMS has not filed its annual reports on form 10-K or its quarterly
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reports for fiscal years ending March 31, 2004, March 31, 2005, March 31, 2006 or March 31,
2007.

21.  Following AMS’s announcement that it intended to restate its financial
statements, a number of purported derivative actions and class actions were commenced against
AMS and a number of its current and former officers and directors. Between May and
November 2006, AMS entered into settlements of all of the actions and a separate action
commenced by AMS against its former directors’ and officers’ liability insurance carriers. The
settlements, to the extent necessary, have been approved by the various courts where such
litigation was pending.

22, AMS has incurred significant legal costs in connection with the U.S.
Attorney’s Investigation and the SEC Investigation and the purported derivative and class actions
described above. AMS has also incurred significant legal and accounting costs in connection
with the restatement. For the fiscal year ended March 31, 2003, such legal and accounting
expenses were approximately $14,270,953, and for the fiscal year ended March 31, 2006, such

expenses were approximately $6,108,012.

F. Events Leadine to the Debtors’ Chapter 11 Filings

23, Although AMS has now resolved its civil litigation and has substantially
reduced its expenses related to the government investigations, these matters have imposed more
than a direct monetary toll. The failure to complete the fiscal year 2004 audit and file fiscal year
2004 periodic reports with the SEC constituted a default under the Senior Facility. While earlier
amendments of the Senior Facility granted AMS an extension to complete its restatement and file
its fiscal year 2004 periodic reports by July 31, 2006, AMS has been unable to satisfy this
covenant and Foothill has since declined to grant further extensions or waivers concerning the
filing.

24, Asaresult of the ongoing default, the Debtors entered into a Forbearance
Agreement with Foothill dated as of July 31, 2006 (the “Forbearance Agreement”). Pursuant to

the Forbearance Agreement, in exchange for forbearance fees of approximately §2,400,000,
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Foothill temporarily agreed to modify borrowing base requirements and agreed to forbear for 90
days from exercising remedies under the Senior Facility. The Debtors were unable to refinance
the Senior Facility during that period. On October 31, 2006, the Debtors and Foothill entered
into an amendment to the Forbearance Agreement (the “Forbearance Amendment™), pursuant to
which the Debtors paid forbearance fees of approximately $1,500,000 to extend the forbearance
until December 27, 2006, which forbearance was extended for an additional day on December
27, 2006.

25, In an effort to address their liquidity and other issues arising from the
restatement effort, the Debtors, aided by their professional advisors, including Jefferies, have
been seeking to recapitalize their businesses through a strategic transaction. Since on or about
July 13, 2006, AMS has engaged in discussions with various parties with respect to
recapitalization of their businesses, including through refinancing the Senior Facility, obtaining
additional debt or equity financing for the Debtors, and/or selling their business or assets to a
strategic or financial investor. The Debtors have received substantial investor interest, with
multiple third parties executing non-disclosure agreements and conducting diligence. Despite
the Debtors’ progress toward recapitalizing their businesses, the Debtors were unable to obtain
further forbearances relating to their defaults under the Senior Facility, and no other sources of
financing were reasonably available.

26.  Accordingly, the Debtors have commenced these chapter 11 cases to pursue
a recapitalization or strategic transaction while preserving the going-concern value of then
estates with the continued access to capital available under their debtor in possession financing
facility. The Debtors believe that consummation of a strategic transaction or recapitalization
through the chapter 11 process will provide certain advantages, particularly with respect to
contingent liabilities and other matters related to the restatement. Accordingly, the Debtors

intend to continue their sale and refinancing efforts under the protection of chapter 11.
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II. FIRST-DAY MOTIONS

27, The Deblors have requested various types of relief in “first-day” motions
(collectively, the “First Day Motions™) in order to minimize the adverse effects of the
commencement of their chapter 11 cases on their business. [ believe that a critical and necessary
element in successfully reorganizing the Debtors is the approval of the Debtors’ First Day

Motions. The factual background and support of each First Day Motion is set forth below.

A. Motion of Debtors and Debtors in Possession for an Order Directine Joint
Administration of Related Chapter 11 Cases

28. T am informed by counsel that the joint administration of the Debtors™ cases
will facilitate and promote an economically efficient administration of these cases, permit the
Clerk of the Court to utilize a single general docket for these cases, and combine notices to
creditors of the Debtors’ respective estates and other parties in interest which will result in
savings to the estates.

29, Tam further informed by counsel that, if joint administration is ordered, the
Debtors, the Court, creditors and other parties in interest will be able to avoid incurring
considerable unnecessary time and expense in connection with, among other things, the need to
file duplicative motions, enter duplicative orders, and forward duplicative notices to creditors
and other parties in interest.

30.  Additionally, I am informed by counsel that joint administration will
further enable parties in interest in these chapter 11 cases to be aware of the various matters
before the Court in all of the Debtors’ cases.

31, Consequently, | believe and submit that the joint administration of these
chapter 11 cases is in the best interest of the Debtors, the Debtors’ estates, their creditors and

other parties in interest.
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B. Motion of the Debtors and Debtors in Possession For Interim and Final
Orders Pursuant to Sections 361, 362, 363 and 364 of the Bankruptcey Code,
Bankruptey Rules 4001 (b) and (¢). and Local Rule 4001-2, (A) Authorizing
Debtors to Incur Postpetition Indebtedness, (B) Granting Security Inferests
and Superpriority Expense Claims and {C) Authorizing Use of Cash
Collateral

32. By this Motion, the Debtors seek entry of the Interim Order authorizing, on
an interim basis and final basis, (A) incurrence of postpetition indebtedness, (b) granting security
interests and superpriority administrative expenses and (C) authorizing the use of Cash
Collateral, all pursuant to the terms and conditions of a debtor in possession credit facility (as
defined in the Motion, the “DIP Loan Facility”) as set forth in that certain Amended And
Restated Loan And Security Agreement (Debtor In Possession) by and among AMS, PGl and
PGW as borrowers (collectively, the “Borrowers™), Foothill, as agent, and the Senior Lenders, as
lenders (as amended from time to time, the “DIP Loan Agreement,” a form of which (without
exhibits and schedules) is attached to the Motion as Exhibit B).> The Debtors have obtained the
express consent of the Senior Lenders to use Cash Collateral in connection with the DIP Loan
Facility and subject to the terms summarized in the Motion and as more particularly set forth in
the Order submitted in connection with the Motion.

33, Under the DIP Loan Facility attached to the Motion, the Debtors will obtain
from Foothill and the Senior Lenders cash advances and other extensions of credit in an
aggregate principal amount of up to $75 million. Attached as Exhibit B-1 to DIP Credit
Agreement is a budget related to the DIP Loan Facility (the “Budget”™}. The Budget runs through
March 30, 2007. [ participated in the preparation of the Budget in conjunction with personnel
from Capstone Advisory Group, LLC (*“Capstone™), a financial advisor to AMS. This Budget
sets forth the expenditures that the Debtors critically need to make in order to aliow them to
continue to operate as a viable going concern.

34. In filing these bankruptcy cases, the Debtors intend to continue to operate

their businesses and provide services to their customers in the ordinary course. To achieve this

? The Debtors are seeking approval of the DIP Loan Agreement in substantially the form attached hereto
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goal and preserve their estates, the Debtors need continued access to their lines of credit
postpetition.

35. The Senior Lenders provide liquidity necessary for the Debtors’ operations,
and thus continued access to their lines of credit is essential for the Debtors’ continued
operations. The Debtors have operated under the Senior Facility since April 2004. The Senior
Lenders have agreed {o continue {o provide liquidity through the DIP Loan Facility. The Debtors
will being these cases with limited cash and will have substantial expenses associated with
purchases of inventory and related shipping costs in the first weeks of the case. See Budget,
attached as Exhibit B-1 to the DIP Credit Agreement.

36. The DIP Loan Facility carries forward many of the terms of the Debtors’
prepetition facility, giving them access to sufficient credit to continue operations. Absent
immediate and continued availability of credit, the Debtors’ operations will be severely
disrupted, and they will be forced to cease or sharply curtail operations of some or all of their
businesses, which in turn will eliminate the Debtors’ ability to generate operating revenue and
the value of their businesses as a going concern.

37 Before agreeing to enter into the DIP Loan Facility with Foothill and the
Senior Lenders, the Debtors engaged in an extensive process to refinance the Secuied Facility.
As part of that process, the Debtors engaged in numerous discussions concerning secured and
unsecured financing, as well as equity or other infusions, with several potential investors.
Despite these efforts, the Debtors received only one proposal for debtor in possession {inancing
other than that offered by the Senior Lenders. Upon evaluation, however, the Debtors
determined that the alternate proposal was not viable as it would have provided less hquidity and
it would have required a consensual priming of the Senior Lenders’ fiens

38.  The Debtors believe the DIP Loan Facility provides the only and best
reasonably available and viable financing package available to the Debtors at this time, based
upon Foothill’s familiarity with the Debtors' operations and collateral, the ability to enter into the

DIP Loan Facility on short notice, and other factors. In addition to the affinmative reasons
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supporting obtaining debtor in possession financing with the Senior Lenders, no other
prospective lender was willing to provide debtor in possession financing without at least the type
of protections afforded the Senior Lenders under the DIP Loan Facility.

39.  Asnegotiated, the DIP Loan Facility will enable the Debtors to pay
operating expenses, compensate their employees, purchase inventory and otherwise maximize
the going concern value of their estates. The Debtors’ ability to maximize their value is
dependent upon their ability to obtain post-petition credit for these purposes, and the DIP Loan
Facility is the best alternative available to them.

40.  The Debtors negotiated the terms of the DIP Loan Facility with Foothill
and the Senior Lenders at arms” length and in good faith, and all parties were represented by
counsel. The Debtors believe that the negotiated terms are fair and reasonable under the

circumstances.

C. Motion of the Debtors and the Debtors in Possession for an Order
Authorizing the Debtors to Satisfy Prepetition Claims of Certain
Common Carriers Pursuant to Section 105(a) of the Bankruptcy Code

41. By this Motion, the Debtors seek entry of an order that authorizes, but does
not direct, the Debtors to pay in their sole discretion the valid prepetition claims or any portion
thereof of certain reputable domestic and international common carriers, shippers, freight
forwarders and truckers (collectively, the “Common Carriers”) that the Debtors use in the
ordinary course of business shipment, transport and delivery of goods.

42.  The Debtors receive goods through various forms of shipment, and much of
the Debtors’ pricing policies, marketing strategies and fundamental business operations rely on
their ability to obtain and sell goods at competitive prices. The distribution and sale of books,
other media, related accessories, and other items (the “Merchandise™) is the essence of the
Debtors’ business.

43.  The Debtors’ ability to timely receive, distribute and fulfill sales depends
on the maintenance of a successful and efficient system of transportation, and any disruption of

the delivery or return of Merchandise would have an immediate and devastating impact on the
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Debtors’ operations. Likewise, any disruption in the Debtors’ ability to sell Merchandise would
have an equally immediate and devastating impact on the Debtors” operations. Thus, the
maintenance of the Debtors’ business operations and the preservation of their going-concern
value depend on the maintenance of reliable and efficient transportation and sale processing
systems for Merchandise, and these two 1elated and important systems involve the use of the
Common Carriers.

44 The Debtors must ensure that their chapter 11 cases do not cause third
parties sucit as the Common Carriers to cease performing timely services because the Debtors are
in many cases dependent on the services of such third parties. If the Debtors are unable to ship,
receive and sell deliveries of Merchandise on a timely and uninterrupted basis, their operations
will be immediately and substantially impeded and their business will suffer irreparable damage.

45.  The Debtors’ choice of Commion Carriers is based upon selecting the most
efficient vendor in any market. The use of substitute vendors in any market would not only
increase the vendors® shipping costs materially, but it would also jeopardize the availability of
shippers in certain markets. The Debtors have identified the Common Carriers necessary to the
continued efficient operation of their businesses that consist of, without Hmitation, the entities
listed on Exhibit A attached hereto. The Debtors have determined that each of the Common
Carriers is absolutely necessary to the continued shipping, delivery and return of goods used or
sold in the ordinary course of the Debtors’ business.

46.  Prior to the Petition Date, the Debtors performed an analysis of (1) the
Merchandise that was in transit or needed to be shipped by the Common Carriers, (ii) the
anticipated amount of payments that would be necessary for the Debtors to receive the
Merchandise in transit, and (iii) the anticipated amount of payments that would be necessary for
the Debtors to continue receiving the services provided by the Common Carriers.

47. Merchandise valued at approximately $16,000,000 is currently being
shipped at the Debtors” expense in respect of returns to certain of the Debtors’ publishers and in

respect of goods purchased from certain of the Debtors’ publishers. The total estimated amount
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owed to all Common Carriers in respect of ali prepetition services is approximately $400,000,
and the Debtors believe that the maximum amount required to obtain or deliver the Merchandise
currently in transit is approximately $170,000 Further, the Debtors intend to negotiate with the
Common Carriers to obtain continued services with less than full payment of the amounts due to
such Common Carriers with respect to services provided prior to the Petition Date, although they
seek Court approval for payments of amounts related to the prepetition services provided by

Common Carriers.

D. Moaotion of the Debtors and Debfors in Possession for an Order Authorizing
the Debtors and Debtors in Possession to (1) Continue all Insurance Policies
and Asreements Relating Thereto., (1) Continue Certain Premium Financing
Arrangements Relating Thereto., and (III) Honor Certiain Oblieations in
Respect Thereto Pursuant to Section 105(a) and 363(b) of the Bankruptcy
Code

48.  Pursuant to sections 105(a) and 363(b) of the Bankruptcy Code, the Debtors
seek authorization to: (1) maintain and continue to make all postpetition payments (including
postpetition fees and premiums) with respect to the Insurance Policies and the Premium Finance
Agreement on an uninterrupted basis; (ii) to maintain and continue on an uninterrupted basis the
Debtors® prepetition practices with respect to each policy or contract; (iii) pay any prepetition
premiums related to the Insurance Policies to the extent that the Debtors determine, in their
discretion, that such payment is necessary to avoid cancellation, default, alteration, assignment,
attachment, lapse or any form of impairment to the coverage, benefits or proceeds provided
under the Insurance Policies; and (iv) enter into new policies or assume existing policies in the
ordinary course of business.

49 In connection with the operation of the Debtors’ business and the
management of their properties, the Debtors maintain various insurance policies through third-
party insurance carriers (the “Insurance Carriers”™) providing coverage for general hability,
worker’s compensation, property, foreign liability, fiduciary liability relating to retirement plans,
commercial crime, umbrella, excess liability, automobiles, directors’ and officers’ liability,
accounts receivable, transit or cargo, terrorism, kidnap and ransom, and publishers’ errors and
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omissions (the “Insurance Policies™). A list of the Insurance Policies, the annual premium for
each Insurance Policy, the expiration date of each Insurance Policy, and the Insurance Carrier
with respect to each Insurance Policy is attached to the Motion as Exhibit A thereto.

50. The Debtors obtain certain of their Insurance Policies through Lockton
Insurance Brokers, Inc. (“Lockton™) and through Carpenter Moore Insurance Services, Inc.
(“Carpenter Moore™).” Pursuant to an insurance broker fee agreement dated as of September 8,
2006 among Lockton and AMS (the “Broker Fee Agreement™), AMS agreed to pay commissions
to Lockton. The remaining payment to Lockton under the Broker Fee Agreement for an amount
of $25,000 is due on February 8, 2007

51.  The Insurance Policies are essential to the preservation of the Debtors’
businesses, properties and assets, and, in many cases, such insurance coverage is required by
various regulations, laws and contracts that govern the Debtors’ business conduct. Since the
Insurance Policies are essential to the Debtors’ businesses and restructuring, the Debtors believe
it 1s in the best interests of their estates to permit the Debtors to honor their obligations under the
current insurance contracts. Any other alternative would likely require considerable additional
cash expenditures and would be detrimental to the Debtors’ reorganization efforts. In order to
prevent such a scenario, the Debtors request the following authority:

(i) Authority to Pay Insurance Policy Premiums

52.  The Debtors request the authority to pay any prepetition premiums related
to the Insurance Policies to the extent that the Debtors determine, in their discretion, that such
payment is necessary to avoid cancellation, default, alteration, assignment, attachment, lapse or
any form of impairment to the coverage, benefits or proceeds provided under the Insurance

Policies. Although the Debtors are not presently aware of any such premium obligations or the

} The Debtors purchased certain property, general liability and automobile insurance policies from Lockion and
certain of their directors” and officers’ liability insurance policies from Carpenter Moore. While Lockton and
Carpenter Moore sell and collect the premium payments on such insurance policies, actual underwriting is
performed by other insurance carriers. Because these policies are provided by other carriers, the Debtors have not
listed Lockton or Carpenter Moore on Exhibit A to the Motion
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necessity of such payment, the Debtors seek this authority out of an abundance of caution, in
recognition of the critical necessity of keeping their insurance policies in current effect, and out
of concern that if the necessity for such a payment arises in the future, the passage of time while
the Debtors seek and obtain the Court’s authority for such a payment may have irteversible
adverse consequences for the Debtors’ coverage under the Insurance Policies.

53.  The Debtors request the authority to continue to pay the premiums due
under the Insurance Policies in the ordinary course of business. This will ensure that (a) the
insurance coverage provided under the Insurance Policies is not interrupted and (b} the Debtors
are not forced to procure hastily-arranged replacement insurance coverage on less favorable
terms and conditions. The Insurance Policies provide the Debtors with essential insurance
coverage. Any interruption in such coverage would expose the Debtors to serious risks,
including: (a) the possible incurrence of direct liability for the payment of claims that otherwise
would have been payable by the insurance carrier under the Insurance Policies; (b) the possible
incurrence of material costs and other losses that otherwise would have been reimbursed by the
Insurance Carrier under the Insurance Policies; (c) the possible loss of good-standing
certification to conduct business in states that require the Debtors to maintain certain types and
levels of insurance coverage; (d) the possible inability to obtain similar types and levels of
insurance coverage; and (e) the possible incurrence of higher costs for re-establishing lapsed
policies or obtaining new insurance coverage. Insurance premiums with respect to the Debtors’
property and general liability, transit or cargo, commercial crime, terrorism, kidnap and ransom,
publishers’ error and omissions, umbrella, excess hability, foreign liability, fiduciary hability
relating to retirement plans and automobile policies are financed with AFCO Acceptance
Corporation (“AFCQO”).

(ii) Authority fo Maintain the Premium Finance Agreement

54. To maintain their insurance coverage, the Debtors often are required to

prepay the full premiums for the applicable coverage period. Prepaying the full premiums

imposes a significant financial burden on the Debtors. To lessen this burden, prior to the Petition
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Date, the Debtors entered into a premium financing agreement with AFCO to finance the
premiums of certain of their Insurance Policies (collectively, the “Financed Insurance
Policies™).*

55.  Under that certain Premium Finance Agreement dated as of November 21,
2006, by and among AFCO and AMS (the “Premium Finance Agreement”), AFCO pays the
premiums due under the Financed Insurance Policies, and the Debtors are then obligated to repay
the amount financed through periodic installments over the term of the Premium Finance
Agreement. The current installment payments are approximately $35,469 per month. The final
installment pursuant to the Premiwm Finance Agreement is due in August 2007.

56.  The Debtors must be pernitted to maintain the Premium Finance
Agreement. If the Financed Insurance Policies are allowed to lapse and the Debtors experience a
corresponding lapse in the Financed Insurance Policies as a result, the Debtors could be exposed
to substantial Hability for damages to persons or property or for losses incurred by the Debtors
and others. [ am informed by counsel that this would also cause the Debtors to violate the
guidelines of the Office of the United States Trustee, which require the Debtors to maintain the
Insurance Policies.

57. Moreover, if postpetition installment payments under the Premium Finance
Agreement are not paid as they come due, AFCO may seek relief from the automatic stay to
terminate the Financed Insurance Policies.” 1f AFCO succeeds in such a request, the Debtors
would be forced to seek replacement insurance coverage. Even if the Debtors were able to
purchase replacement insurance coverage, it is doubtful that the Debtors would be able to do so
on terms and conditions as favorable as those presently in place under the Financed Insurance

Policies. Given the current circumstances, there is no assurance that the Debtors would be able

 The Financed Insurance Policies include certain policies providing coverage to certain of the Debtors’ foreign
affilintes  The Debtors intend to seek reimbursement from such foreign affiliates for any premiums in respect of
these policies

¥ Pursuant to the Premium Finance Agreement, the Debtors assigned to AFCO all sums payable with reference to
the Insurance Policies as security for payment of the Premium Finance Agreements.
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to obtain replacement insurance quickly enough to prevent a lapse in coverage. A portion of the
annual premiums have been paid on the underlying Financed Insurance Policies. Granting the
Motion will permit the remaining premium to be satisfied and policies to yemain in place.

58.  Accordingly, the Court should permit the Debtors to continue their
premium financing arrangements. The Debtors also request permission to enter into any new
premium financing agreements in the ordinary course of business.

(ili)  Authority to Pay Workers’ Compensation Deductibles

59.  Under the laws of the various states in which the Debtors operate, the
Debtors are required to maintain workers’ compensation lability insurance and to provide
employees with workers’ compensation coverage for claims arising from or related to their
employment with the Debtors. The Debtors have purchased workers’ compensation policies (the
“Workers” Compensation Policies™), which are 1ssued by Liberty Mutual Insurance Company
(“Liberty Mutual™). The Debtors pay estimated annual aggregate premiums of approximately
$214,303 (inclusive of certain taxes and surcharges) regardiess of the number or amount of
clamms made under the policies. The current installment payments are approximately $15,627
per month, and the next installment payment is due January 1, 2007. The term of the Workers’
Compensation Policies is from October 1, 2006 through October 1, 2007.

60.  The Debtors are also liable to Liberty Mutual for a deductible portion of the
claims made against workers’ compensation policies issued by Liberty Mutual for the periods
from October 1, 2001 through October 1, 2003 and January I, 2005 through the present
{collectively, the “Liberty Mutual Policies”). Although the Debtors believe they are current in
payments of the premiums for the Workers’ Compensation Policies as of the Petition Date, the
Dlebtors believe that it is likely they will be required to reimburse Liberty Mutual for deductible

payments in respect of claims paid under the Liberty Mutual Policies * The Debtors have

® Deductible payments relating to the Liberty Mutual Policies for the coverage period from October 1, 2001 through
October 1, 2003 are billed in April of each year, while deductible Payments relating to the Liberty Mutual Policies
for the coverage period from January |, 2005 through present are billed on the first of each month
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obtained a letter of credit in the amount of approximately $617,000 in favor of Liberty Mutual to
secure their obligations with respect to the deductibles for all claims made under the Liberty
Mutual Policies. The Debtors do not believe that the aggregate amount of deductibles for claims
accruing prepetition will exceed the amount of the letter of credit, which secures claims accruing
through October 1, 2007,

61.  Additionally, the Debtors are liable for a deductible portion of claims made
under workers’ compensation policies issued by St. Paul Fire and Marine Insurance Co. (“St.
Paul™) for the period from October 1, 2003 through January 1, 2005 (collectively, the “St. Paul
Policies™). The Debtors believe that it is likely they will be required to reimburse St. Paul for
deductible payments in respect of claims paid under the St. Paul Policies.” The Debtors have
obtained a letter of credit in the amount of approximately $374,000 in favor of St. Paul fo secure
their obligations with respect to the deductibles for all claim made under the St. Paul Policies.
The Debtors do not believe that the aggregate amount of deductibles for claims accruing during
the coverage period of the St. Paul Policies will exceed the amount of the letter of credit.

(iv)  Authority to Enter into Additional Insurance Policies

62.  Finally, because most of the remaining insurance policies expire annually,
the Debtors seek authority to renew their Insurance Policies or enter into new Insurance Policies
on competitive terms without further Court approval. As the time for payment and renewal of
these policies arrives at different times of the year, the Debtors may not be able to renew the
Insurance Policies on time and could be forced to pay higher rates and/or expend money to
acquire a new provider. As the Insurance Policies must be renewed at different times, the
Debtors would be forced to appear in Court continuously to renew their Insurance Policies, a
procedure that would impose an extraordinary burden on the Debtors’ estates and restructuring

efforts.

7 Deductible payments relating to the St. Paul Policies are billed monthly.
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63, Clearly, the Debtors will need to continue their Insurance Policies
throughout the duration of these chapter 11 cases. The Debtors respectfully suggest that the
renewal or negotiation of these Insurance Policies falls squarely within their ordinary course of
business and, counsel informs me that, but for the constraints of section 363 of the Bankruptcy
Code, the Debtors wouid not need the Court’s prior approval to enter into insurance policies. To
reduce the administrative burden of these chapter 11 cases, as well as the expense of operating as
debtors in possession, the Debtors seek the Court’s authority now to renew their Insurance
Policies or enter into new Insurance Policies at the conclusion of the term of the current

Insurance Policies including the entry into any premium financing arrangements therefor.

E. Motion of the Debtors and Debtors in Possession for an Qrder Authorizing
the Debtors to Pav Prepetition Wages, Compensation and Emplovee Benefits
Pursuant to Sections 105(a) and 363{b) of the Banlruptey Code

64. By this Motion, the Debtors seek entry of an order that (1) authorizes but
does not direct the Debtors to pay Employee Obligations, Employee Deductions and Employee
Expenses (as defined herem), (i1) authorizes but does not direct the Debtors to continue their
practices, programs and policies in effect as of the Petition Date with respect to all Employee
Obligations {including allowing Employees (as defined herein) to use paid time off accrued, but
unused, as of the Petition Date), Employee Deductions and Employee Expenses and (iii)
authorizes and directs the bank at which the Debtors maintain an account from which the
Debtors’ payroll obligations are disbursed and all other banks or lending institutions maintaining
payroll and employee benefits accounts to honor and pay all prepetition and postpetition checks
issued or to be issued and fund transfers requested or to be requested by the Debtors in respect of
the Employee Obligations, Employee Deductions and Employee Expenses. The Debtors also
seek authority to issue new postpetition checks or fund transfer requests with respect to
prepetition obligations that may have been dishonored by the banks in respect of the Employee

Obligations, Employee Deductions and Employee Expenses, if necessary.
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() Salaries and Wages

65.  The incremental employee expenses will be modest as described in the
Motion. The Debtors employ in the aggregate approximately 808 employees, of whom
approximately 758 are full time and 50 are part-time (collectively, the “Employees™). Counsel
informs me that, as a result of the commencement of the Debtors’ chapter 11 cases, and in the
absence of an order of the Court providing otherwise, the Debtors will be prohibited from paying
or otherwise satisfying their prepetition obligations to the Employees, including their obligations
under various wage, salary, retirement, healthcare, and various other benefit programs
{collectively, the “Employee Obligations™). In addition, counsel has informed me that checks,
wire transfers and direct deposit transfers issued in respect of the Employee Obligations will be
dishonored. To ensure that employees do no terminate their employment at this critical time for
the Debtors, and to minimize the personal hardship the Employees would suffer :f prepetition
employment-related obligations are not paid or honored when due, the Debtors seek authority to
honor, in their discretion, such obligations, including those described above.

66.  The Debtors’ petitions for relief under chapter 11 of the Bankruptcy Code
will very likely cause the Employees to question their future employment prospects with the
Debtors. While the Employees have demonstrated loyalty to the Debtors despite the uncertainty
during the months prior to the commencement of these cases, their search for a sense of stability
with regard to compensation and benefits may lead to an epidemic of Employee departures. A
significant deterioration in morale among Employees at this critical time undoubtedly would
have a devastating impact on the Debtors, their customers, the value of their assets and business
and their ability to maximize value.

67. The Employees are essential to the success of the Debtors’ business. The
cost of replacing and then retraining Employees will outweigh the cost of honoring the
prepetition Employee Obligations. Any significant number of Employee departures or
deterioration in morale at this time will substantially and adversely impact the Debtors’

businesses and result in immediate and irreparable harm to the creditors and estates.
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Consequently, it is critical that the Debtors continue in the ordinary course the personnel
policies, programs and procedures that were in effect prior to the Petition Date. If the checks
issued and fund transfers requested in payment of the Employee Obligations are dishonored, or if
such accrued obligations are not timely honered postpetition, the Employees will suffer extreme
hardship and may be unable to pay their daily living expenses. Likewise, it would be inequitable
to require the Employees to bear personally any business expenses that were incurred on behalf
of the Debtors with the expectation that they would be reimbursed.

68.  In the ordinary course of their businesses, the Debtors make payroll direct
deposits and issue payroll checks on a bi-weekly basis. The Debtors’ last payroll direct deposits
and checks prior to the Petition Date relating to the two week period from December 2, 2006
through December 16, 2006 were issued on December 22, 2006 and were thus approximately six
days in arrears, reflecting wages earned in the two week period up to and including the Saturday
of the prior week. The next scheduled payday for Employees is January 5, 2007 and will relate
to the two week pay period from December 17, 2006 through December 31, 2006 and thus
includes some amounts earned prior to the Petition Date. Most of the prepetition payments were
made through direct deposit as the Debtors endeavored to pay prepetition wages prior to filing,
thus, the impact of payment of any remaining balances under the Motion will be minimal. The
Debtors estimate that outstanding prepetition amounts for the payroll of the Employees as of the
Petition Date is approximately $1,190,066.84, or approximately $1472.86 per Employee.®

69.  The Debtors also utilize in the ordinary course of business contract labor
and temporary workers (collectively, the “Contract Workers™), either on an individual basis or
through various employment agencies. The greater portion of the Contract Workers are provided
by employment agencies and fulfill eritical operations and distribution functions during the

portion of the week that the Debtors process and ship books. These Contract Workers are

* In addition to payroll amounts accrued but unpaid prior to the Petition Date, this amount includes uncashed
payroll checks for approximately 5108.259 81 issued to Employees in respect of prior pay periods, 580,207 41 of
which relates to payroli checks tssued on December 22, 2006

o]
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essential to the functioning of the Debtors’ businesses, providing a significant amount of the
labor necessary to operate the Debtors” distribution centers. Similarly, the Debtors also employ
writers, artists and other creative personnel as Contract Workers on an individual basis in
creating the works published by AMS’s APG division, including APG’s highly profitable “Uncle
Tohn’s Bathroom Reader™ series, of which several titles are currently in production. Although
the Debtors endeavored to pay prepetition expenses in respect of the Contract Workers prior to
filing, the Debtors estimate that, as of the Petition Date, approximately $205,000 remains
outstanding in respect of approximately 400 Contract Workers. The Debtors seek permission
hereunder to pay prepetition amounts to Contract Workers in the ordinary course of business as
Employee Obligations.

70.  In the ordinary course of business, approximately 330 Employees of AMS
and PGW are eligible to participate in an incentive progiam (the “Corporate Incentive
Program”), which compensates eligible Employees on the basis of corporate performance,
business unit performance and individual performance. The Corporate Incentive Program for
fiscal year 2007 is effective from April 1, 2006 through March 31, 2007, and compensation in
respect of the Corporate Incentive Program is earned upon payment, which is scheduled to occur
on or about May 30, 2007. The Debtors estimate that aggregate payments in respect of the
Corporate Incentive Program will be between approximately $619,352 and §929,028,
representing between 2.86% and 4.29% of cligible Employees’ base salaries.

71.  PGW also compensates its sales personnel in the ordinary course of
business pursuant to a sales incentive program (the “Sales Incentive Program,” and, together
with the Corporate Incentive Program, the “Incentive Programs™). The Sales Incentive Program
cornpensates each eligible Employee on the basis of the net sales generated by such Employee.
The Sales Incentive Program is effective from April 1, 2006 through March 31, 2007, and
compensation in respect of the Sales Incentive Program is earned upon payment, which is

scheduled to occur on or about May 30, 2007. The Debtors estimate that aggregate payments in
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respect of the Sales Incentive Program will total approximately $123,508, representing
approximately 5.6% of eligible Employees’ base salaries.

72.  The Incentive Programs are ordinary course business expenses, and
Employees expect to receive payments pursuant to the Incentive Programs as a portion of their
salaries. The Debtors seek authorization, but not direction, to comtinue and modify the Incentive
Programs to provide appropriate incentives for Employee management and sales performance
during these cases.9

73, The Debtors seek authority to continue with their payroll schedule in the
ordinary course of business and consequently pay all Employees’ prepetition compensation as
well, which costs are relatively minimal compared with the size of the Debtors’ estates and the
damage to the Debtors’ chapter 11 cases that would ensue if Employee morale were disrupted by
the Debtors’ failure to meet the payroll portion of their Employee Obligations.

(ii)  Time-Off Days

74.  The Debtors also seek authority, but not direction, to permit Employees to
use paid time off, holidays and bereavement leave, whether accrued before or after the Petition
Date (collectively, “Time Off Days™), in accordance with the Debtors’ prepetition policies.
Regular full-time Employees accrue paid time off, which includes sick days (“Paid Time Off”)
based on their length of employment.

75.  Paid Time Off for qualifying regular full-time distribution center

Empioyees of AMS accrues as follows:

0 to 4.99 years of service - 136 annual hours Paid Time Off
5 to 9.99 years of service - 176 annual hours Paid Time Off
10 or more years of service - 216 annual hours Paid Time Off

76.  Paid Time Off for qualifying full-time Employees of PGW, various

corporate Employees and certain exempt distribution center Employees accrues as follows:

0 to 4.99 years of service - 160 annual hours Paid Time Off
510 9.99 years of service - 200 annual hours Paid Time Off

? Although the Debtors do not believe that payments under the Incentive Programs are prohibited by the automatic
stay, out of an abundance of caution, the Debtors describe the Incentive Programs here and reques! approval of
payment of obligations under the Incentive Programs as Employee Obligations
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10 or more years of service - 240 annual hours Paid Time Off

77.  Paid Time Off for qualifying part-time distribution center Employees of

AMS working more than 20 hours per week accrues as follows:

0 to 4.99 years of service - 80 annual hours Paid Time Off
510 9.99 years of service - 104 annual hours Paid Time Off
10 or more years of service - 128 annual hours Paid Time Off

78.  Employees may carry over accrued but unused Paid Time Off hours from
year to year in an amount of up to two times their annual accrual of Paid Time Off hours.
However, once Employees have accrued two times their annual accrual of Paid Time Off hours,
they will cease accruing Paid Time Off houss until they have used some of the Paid Time Off
hours. The Debtors’ vacation policy requires that requests for vacation be approved by each
Employee’s supervisor at least five working days in advance.

79.  Prior to the Petition Date, the Debtors’ policy was to pay an Employee,
upon termination, all accrued unpaid vacation at his/her final rate of pay. As of the Petition
Date, Employees had accrued unpaid vacation in amount equal to approximately $2,086,822,
which represents an average of approximately $2,583 per Employee. The Debtors are not
seeking permission hereunder to pay Employees for prepetition unpaid accrued vacation upon
termination but, rather, are merely seeking authority to permit Employees to use Paid Time Off
accrued prior to the Petition Date in accordance with the Debtors’ prepetition policies.

80. Eligible full-time Employees are entitled o nine paid holidays per calendar
year and are paid their regular base salary or hourly rate of pay for the number of hours they are
regularly scheduled to work in a day. Part-time Employees normally scheduled to work the day
ol a holiday observed by the Debtors are paid for the holiday.

81. In addition, Employees are entitied to up three consecutive days of paid
bereavement leave per calendar year for use in the event of a death of an immediate family
member. Unused bereavement leave days do not carry forward from one calendar year to the
next. Upon termination, Employees do not receive payment for bereavement leave days not

taken in that calendar year.
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82,  Employees are also entitled to up to 80 hours of paid jury duty leave per
calendar year for time spent serving on a jury. Unused jury duty leave hours will not carry
forward from one calendar year to the next. Upon termination, Employees do not receive
payment for jury duty leave hours not taken in that calendar year.

(iii) Employee Benefits

83.  As part of the Debtors” Employee Obligations, the Debtors have also
established a variety of benefit plans and programs (the “Employee Benefits™) designed to assist
their Employees and the Employees’ eligible dependents in meeting certain financial burdens,
mcluding those that arise from iliness, disability and death. The Debtors believe that all amounts
and obligations related to Employee Benefits accrued prior to the Petition Date have been paid in
full except as otherwise noted herein. However, out of an abundance of caution, the Debtors
seek authorization, but not direction, to pay or otherwise honor these Employee Benefits.

() Health Plan Benefits

84,  The Debtors have established several health plans. Regular full-time
Employees are offered medical benefits through a choice of a health maintenance organization
plan administered by CIGNA Healthcare (the “CIGNA HMO Plan™), a point-of-service open
access plan administered by CIGNA Healtheare (the “CIGNA POS Plan™), or a participating
provider option plan administered by CIGNA Heaithcare (the “CIGNA PPO Plan”), and certain
PGW Employees are offered a health maintenance organization plan administered by Kaiser
Foundation Health Plan, Inc. (the “Kaiser HMO Plan”). Included in the plans are hospitalization,
ambulance service, and lab/X-ray treatment. Regular full-time Employees are offered dental
benefits through a dental participating-provider option plan administered by Connecticut General
Life Insurance Company (the “CIGNA Dental Plan™). Prior to health plan enrollment, an
Employee may elect to cover eligible dependents. AMS encourages covered Employees to
choose their doctors and hospitals from the CIGNA HMO Plan, the CIGNA POS Plan, the

CIGNA PPO Plan and the Kaiser Plan networks to get the greatest benefit coverage.
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85.  Approximately 471 Employees participate in the CIGNA HMO plan,
approximately 14 Employees participate in the CIGNA PPO Plan, approximately 61 Employees
participate in the CIGNA POS plan, approximately 33 Employees participate in the Kaiser plan,
and approximately 564 Employees participate in the Cigna Dental. The Debtors pay monthly
premiums of approximately $221,496 for the CIGNA HMO Plan, monthly premiums of
approximately $13,950 for the CIGNA PPO Plan, monthly premiums of approximately $45,889
for the CIGNA POS Plan, monthly premiums of approximately $12,663 for the Kaiser Plan, and
monthly premiums of approximately $29,304 for the CIGNA Dental Plan.

86. Employees rely on the Debtors to provide continuing medical care.
Employee welfare and morale would be significantly harmed if the Debtors were to fail to pay
any due amounts with respect to the health insurance plans. As noted above, the Debtors believe
that all amounts and obligations related to the health insurance plans prior to the Petition Date
have been paid in full. However, out of an abundance of caution, the Debtors request authority
to pay any prepetition costs refated to the medical insurance benefits in the ordinary course of
business.

87. Furthermore, and for similar reasons, the Debtors seek to continue to
perform their obligations under section 49808 of the Internal Revenue Code to provide
Continuation Health Coverage (“COBRA”) (see 26 U.S.C. § 4980B) with respect to former
employees. The Debtors provide their former employees with COBRA administered through
TRI-AD, and former employees enrolling in COBRA pay an approximate aggregate amount of
$12,610 per month to the Debtors for COBRA benefits, The Debtors in turn then pay this
amount to TRI-AD as monthly premiums for the continued health coverage of these former
employees, and the Debtors pay an additional admimistration fee o TRI-AD in an approximate
amount of $540 per month. As noted above, the Debtors believe that all amounts and obligations
related to COBRA benefits prior to the Petition Date have been paid in full. However, out of an
abundance of caution, the Debtors request authority to pay any prepetition costs related to

COBRA benefits in the ordinary course of business.
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()] Employee Life and Other Insurance Benefits

88.  The Debtors provide to certain Employees premium-base group life,
supplemental life, accidental death and dismemberment (*“"AD&ID™), and other insurance
coverage. The Debtors pay Life Insurance Company of North America approximately $8,416
per month for basic life and AD&D insurance coverage premiums.

89.  The Debtors pay Life Insurance Company of North America approximately
$7,123 per month in long term disability insurance coverage premiums. The Debtors also pay
Life Insurance Company of North America approximately $6,281 per month in short term
disability coverage.

90. Employees can also elect to obtain vision coverage through paiticipating in
a vision plan provided by Vision Service Plan (the “VSP”). In order to participate in the VSP,
Employees voluniarily elect to have the contributions deducted from their payroll checks and the
Debtors submit those contributions to Vision Service Plan for the insurance coverage. This plan
is 100% Employee-paid. The aggregate amount deducted from Employee payroll checks for the
VSP insurance coverage on a monthly basis is approximately $6,624.

91.  Asnoted above, the Debtors believe that all amounts and obligations
related to group life, AD&D, disability and other insurance coverage prior to the Petition Date
have been paid in full. However, out of an abundance of caution, the Debtors request authority
to pay any prepetition costs related to group life, AD&D, disability and other insurance coverage
in the ordinary course of business.

(c) Flexible Spending Benefits Program

92. Employees who anticipate that they will have health care expenses that are
not covered by the insurance plan may elect to participate in the Debtors’ flexible spending
account {the “Flexible Spending Account™), administered by TRI-AD. Employees determine
what their total annual out-of-pocket expenses will be and how much they wish to set aside for
the year. This amount is divided into 26 equal pre-tax deductions for the pay periods throughout
the year and is credited to the Employee’s special health care account. Because the deductions
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are pre-tax, participating Employees’ federal, state and social security taxable wages are reduced.
As expenses are incurred, an Employee files claims with TRI-AD, and TRI-AD reimburses the
Employee for qualified expenses with a check. The maximum that can be set aside each year is
$4,000. The amount designated must be used by the end of each year, as any unused portion of
the amount will not be reimbursed to the Employee (as stipulated by the Internal Revenue
Service (the “IRS™)).
(d) Dependent Care Accounts

93, Employees who pay for care for children under 13, disabled family
members or elderly family members are eligible to participate in a flexible spending account for
dependent care. Employees who anticipate that they will have dependent care expenses that are
not covered by the insurance plans provided by the Debtors may determine what the total annual
out-of-pocket expenses will be and how much they wish to set aside for the year. This amount 1s
divided into 26 equal pre-tax deductions for the pay periods throughout the year and is credited
to the Employee’s special health care account. Because the deductions are pre-tax, participating
Employees’ federal, state and social security taxable wages are reduced. As expenses are
incurred, an Employee may file a claim for reimbursement with TRI-AD and a check will be sent
to such Employee up to the amount contributed to their account. The maximum that can be set
aside each year is $5,000. The amount designated must be used by the end of each year, as any
unused portion of the amount will not be reimbursed to the Employee (as stipulated by the IRS).

(e) Retirement Benefits Plan

94 Any Employee who is at least eighteen (18) years old, after 1000 hours of
continuous service, will be automatically enrolled in a 401(k) Savings and Retirement Plan (the
“401(k) Plan”) administered by the Principal Financial Group. Employees participating in this
program are permitted to contribute an unlimited amount of their salary toward their 401(k) Plan
account up to the amount of the statutory cap. The Debtors also make contributions representing

50% of the first 6% contributed by each participating Employee to his or her 401(k) Plan account
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(collectively, “Matching Contributions”).m

On average, the Debtors make Matching
Contributions of approximately $16,054 during each two-week pay period, and the Debtors
expect to make Matching Contributions of approximately $14,000 during the two-week pay
period from December 17, 2006 through December 31, 2006, of which §12,600 relates to the
period prior to the Petition Date. The Debtors pay approximately $40,000 to the Principal
Financial Group per quarter for administration expenses, and the Debtors also pay approximately
$18,000 per year for auditors to review the 401(k) Plan.

85, Further, the Debtors deduct from Employees’ paychecks 4G1(k) Plan
contributions and loan payments. The Debtors issue their own payroll checks and make direct
deposits through their payroll accounts with California Bank & Trust, and the Debtors forwaid
withheld 401(k) Plan contributions and loan payments. Failure to timely forward these 401(k)
deductions may be a violation of the Employee Retirtement Income Security Act of 1974, as
amended, resulting in potentially personai liability for the Debtors’ officers for such deducted
amounts. The Debtors estimate that there will be no 401(k) Plan contributions and loan
payments as of the Petition Date that have been deducted but not remitted.

96.  The Debtors believe that maintaining the 401(k) Plan and continuing to
make Matching Contributions are critical in maintaining Employee morale. Accordingly, the
Debtors seek authority to continue in their discretion the 401(k) Plan, to make Matching
Contributions and to pay administrative and other related expenses to maintain the 401(k) Plan.

(f) Special Programs

97.  The Debtors also offer Employees and their dependents access to an
employee assistance program (the “Employee Assistance Program”) managed by CIGNA
Behavioral Help. Through CIGNA Behavioral Help, Employees and eligible family members
may receive treatment for substance abuse, mental health problems and other life issues. The

Employee Assistance Program costs the Debtors approximately $1,622 per month, This program

' Matching Contributions vest depending upon the participating Employee’s years of service with the Debtors
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provides important benefits to Employees and improves Employee morale at relatively modest
cost. The Debtors request authority to pay any costs related to, and to continue with such

Employee Assistance Programs and related policies in the ordinary course of business.

(i)  Prepetition Amounts Withheld from Employee Paychecks and
Related Deductions and Payments

98.  The Debtors deduct from their Employees’ paychecks (as applicable) (1)
payroll taxes and the Employees’ portion of taxes pursuant to the Federal insurance Claims Act
and unemployment faxes; (ii) Employee contributions for health and disability related benefits,
and flexible spending accounts; (iii) Employee contributions to 401(k) Plans; (iv) legally ordered
deductions such as wage garnishments, child support and tax levies; and (v) miscellanecus other
items {collectively, the “Employee Deductions”). The Debtors forward amounts equal to the
Employee Deductions from their operating accounts to appropriate third-party recipients. While
the Debtors do not believe that any funds were deducted from Employee paychecks but not
forwarded to the appropriate third-party recipients as of the Petition Date, out of an abundance of
caution, the Debtors seek authority to forward to the appropriate parties any Employee
Deductions that were not forwarded due to the commencement of these chapter 11 cases.

(ii) Reimbursable Expenses

99.  Eligible Employees may submit certain business-related expenses to the
Debtors for reimbursement (collectively, the “Employee Expenses™). These Employee Expenses
include relocation, car, hotel stays, meals, parking and other travel expenses and business related
costs, as well as monthly telephone and internet allowances for certain approved employees. As
of the Petition Date, the Debtors estimate they owe Employees approximately $74,000 in
reimbursements for Employee Expenses.'' The Debtors seek authority, but not direction, to pay
these Employee Expenses and {o continue to pay them postpetition in the ordinary course of

business.

" This estimate includes Employee Expenses which have not yet been submitted for approval and Employee
Expenses which have been subsmitted but not yet approved.
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k. Motion of the Debtors and the Debtors in Possession for an Order
Authorizing the Debtors to Pay Prepetition Sales, Use and Franchise Taxes
Pursuant to Section 185(a) of the Bankruptev Code

100. By this Motion, the Debtors seek entry of an order pursuant to sections 103,
363 and 507(a) of the Bankruptey Code that authorizes, but does not direct, the Debtors to pay
undisputed prepetition sales, use and franchise tax obligations (collectively, the “Taxes™) owed
to the appropriate taxing authorities (the “Taxing Authorities™) in the ordinary course of
business, on an unaccelerated basis, as payments become due and payable and to the extent
adequate funds are available to make such payments. To the extent that any check payable to a
Taxing Authority issued prior to the Petition Date had not cleared the bank as of the Petition
Date, the Debtors also seek eniry of an order (i) authorizing the Debtors’ banks to honor such
checks and/or any prepetition wire transfer requests and (ii) authorizing the Debtors to issue
replacement checks, submit replacement fund transfer requests or provide other means of
payment to the Taxing Authorities to the extent necessary to pay all undisputed prepetition sales,
use and franchise tax obligations.

101. On a periodic basis, the Debtors pay to the Taxing Authorities all sales and
use taxes collected by funds drawn by check or by means of an electronic funds transfer or
check. Accordingly, prior to submitling payment to the appropriate Taxing Authority for a given
period, the Debtors may hold a significant balance of collected but unremitted Taxes.

102. As of the Petition Date, the Debtors’ financial records indicate that the
Debtors are substantially current on their payment of Taxes to all Taxing Authorities. Therefore,
the Debtors seek this relief out of an abundance of caution and to the extent that any Taxes
accrued prepetition were not paid prepetition, paid in an amount that is less than actually owed,
or if any payments sought to be made prepetition are rejected, lost or otherwise not received in
full by any Taxing Authority. The Debtors estimate that the total amount of Taxes collected
prepetition but not yet paid is approximately $3,973 20. The Debtors also estimate that, of this
amount, $286.29 will come due in December and $3,686.91 will be due in January. These
amounts represent a very small fraction of the Debtors’ total assets. The Debtors are seeking
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only to pay Taxes as they become due in the ordinary course of the Debtors’ business and
consistent with prepetition business practices.

103. The Debtors believe that the failure to pay the Taxes could have a material
adverse impact on their ability to operate in the ordinary course of business. The Debtors
operate distribution centers across the country and many disputes that could impair their ability
to conduet business in a particular jurisdiction could affect the Debtors as a whole. Furthermore,
the Debtors believe that many Taxing Authorities may cause the Debtors to be audited if certain
of the Taxes are not paid, and such audits will unnecessarily divert the Debtors” attention from
their business operations and reorganization. The payment of the Taxes is also necessary to
avoid potential administrative difficulties. Withholding of payment of the Taxes will likely
cause the Taxing Authorities to take immediate action, including an increase in state audits and
lien filings or motions for relief from stay. Prompt and regular payment of the Taxes will help
avoid these unnecessary government actions. Given the potential harm if the Taxes are not
timely paid, and the fact that the Debtors intend to pay all Taxes in full, there is no reason why

the relief requested in the Motion should not be granted.

G. Motion of the Debtors and the Debtors in Possession for an Order (A)
Authorizing the Continued Use of the Debtors® Centralized Cash Management
Svstem, (B) Authorizing Maintenance of the Debtors’ Existing Bank Accounts
and Business Forms. and (C) Extending the Debtors’ Time to Comply With
Section 345 of the Bankruptey Code

104, By this Motion, the Debtors seek entry of an order pursuant to sections
105(a), 345(bh), 363, 364(a), and 364(b) of the Bankruptcy Code and substantially in the form
annexed hereto waiving the guidelines (the “U.S. Trustee Guidelines”) established by the United
States Trustee for the District of Delaware (the “U.S. Trustee”) to the extent necessary in order to
continue the use of their existing cash management systern, including but not limited to the
initiation and completion of any intercompany payment and any support transactions. The
Debtors also respectfuily seek authorization to continue using their prepetition bank accounts and
business forms, including a waiver of the requirement that the legend “debtor in possession” be

imprinted on any existing checks and business forms, and to continue their use of the existing
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cash management system. Finally, the Debtors seek an extension of time to comply with the
investrment guidelines provided for in section 345(b) of the Bankruptcy Code. The Debtors seek
this authorization to insure their ordetly entry into bankruptcey and to help efficiently administer
their business and avoid the disruptions and distractions that would inevitably divert the Debtors’
attention from urgent matters during the initial stages of their bankruptcy cases.

105. I am informed by counsel that one provision of the U.S. Trustee Guidelines
requires a chapter 11 debtor in possession to open new bank accounts and close all existing
accounts and that the U.S. Trustee Guidelines also require that new bank accounts be opened in
certain financial institutions designated as authorized depositories by the U.S. Truslee.

106. The Debtors maintain a number of bank accounts in the ordinary course of
business. The bank accounts include without Himitation depository, operating, payroll and
distribution accounts (collectively, the “Bank Accounts™). Currently the Debtors have accounts
with California Bank & Trust (“CB&T™), Comerica Bank, Bank of America, N A, IPMorgan
Chase Bank, N.A., Wells Fargo Bank, National Association (“Wells Fargo™), and Mellon
Financial Corporation. A true and correct list of the Bank Account names and account numbers
is attached to the Motion as Exhibit A thereto.

107. The Debtors seck a waiver of the U.S. Trustee’s requirement that the
Debtors close their bank accounts and open new postpetition bank accounts at depositories
authorized by the U.S. Trustee. I am informed by counsel that Rule 2015-2(a) of the Local Rules
of Bankruptcy Practice and Procedure of the United States Bankruptcy Court for the District of
Delaware (as amended from time {o time, the “Local Rules™) provides that in a chapter 11 case
where the debtor uses pre-piinted checks, upon motion of the debtor, the Court may, without
notice and hearing, permit the debtor to use its existing éimcks without the designation “debtors

. . . A 12
in possession” and to use its existing bank accounts.

ul . . . . . . . .
2 Each Debtor will, however, use the designation “debtot in possession” on new check stock and i connection with
electronic checks and wire transfers.
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108. The Debtors seek a waiver of the requirement that new bank accounts be
opened to replace all of the Debtors” existing Bank Accounts because the requirement would
unnecessarily disrupt the Debtors’ business, impair their efforts to successfully reorganize and
would not provide any significant benefit to the Debtors’ estates, their creditors or parties in
interest. For example, the Debtors’ employees would suffer significant hardship if the Debtors
were required to substitute new debtor in possession payroll accounts for the existing payroll
account and would face attendant delays, confusion and disruption. It is critical to the continued
operation of the Debtors’ business and the preservation of the value of their assets that the
existing cash management system and Bank Accounts continue to be utilized without disruption.

109. In addition, the filing of the Debtors’ bankruptcy petitions will undoubtedly
be publicized and place a strain on the Debtors’ relationships with their customers, vendors and
other creditors that are essential to the Debtors’ continued operations. 1f the Debtors are required
to substitute new debtor in possession bank accounts for their existing Bank Accounts, these
relationships will be further strained by the payment delays and confusion that would result from
opening the new accounts. Consequently, the Debtors believe that it is imperative that they be
permitted to continue using the existing Bank Accounts {o avoid such unnecessary disruption of
their business, efficiently administer their bankruptcy cases and devote their efforts to a

successful reorganization.

(i)  Maintenance of the Debtors’ Existing Business Forms is in the
Best Interests of the Estates

110. The Debtors also request authority to continue to use all existing
correspondence and business forms (including, but not limited to letterhead, purchase orders,
invoices, etc.), as well as checks, without reference to their “debtor in possession” status, in order
to minimize expense to the estates.

111. In the ordinary course of its business, the Debtors use many pre-printed
correspondence and business forms. The nature and scope of the Debtors” business and the
numerous suppliers of goods and services require that the Debtors be permitied to continue using
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their existing pre-printed correspondence and business forms without alteration or modification.
Changing correspondence and business forms would be unnecessary and burdensome to the
estates, as well as expensive and disruptive to the Debtors’ business operations. Parties doing
business with the Debtors undoubtedly will be aware, as a result of the size of these cases and the
integrated nature of the industry in which the Debtors operate, of the Debtors’ status as debiors
in possession. Further, opening new debtor in possession accounts would be a significant burden
due to the number of accounts that the Debtors maintain. Accordingly, the Debtors also request
authority to use their respective correspondence and business forms without placing the label

“debtor i possession” on each such correspondence or form.

(ii) Maintenance of the Debtors’ Existing Cash Management
System is in the Best Interests of the Estates

112. Tam informed by counsel that the Debtors are affiliates as that term is
defined in section 101(2) of the Bankruptcy Code. As affiliated entities, the Debtors maintain a
centralized integrated cash management system (“Cash Management System”) in the operation
of their businesses, as described further below and in the chait attached to the Motion as Exhibit
B thereto.

113. Daily cash receipts from the Debtors’” customers are initially deposited into
depository accounts. The Debtors utilize AMS’s depository accounts with CB&T and Wells
Fargo and PGW’s depository account with CB&T for such transfers. Although these accounts
are at different geographic locations, they are fully integrated into the Debtors’ centralized cash
management system that is utilized in the operation of their business.

114, Because the Debtors have pledged their cash and accounts receivable as
security under the Loan and Security Agreement, as amended, dated as of April 27, 2004 (the
“Senior Facility”), by and among AMS, PGI, PGW, the ienders party thereto and Wells Fargo
Foothili, Inc., as agent for the lenders (“Foothill”), concentration accounts with CB&T were

established under the control of Foothill (the “Foothill-Controlled Accounts™). " Prepetition, all

¥ The Foothill-Controlled Accounts are CB&T account number 58-150266-70 and CB&T account number21-
201304-81.
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funds from the Debtors’ depository accounts as well as certain other accounts were automatically
swept into or credited to the Foothill-Controlled Accounts on a daily basis. " The money swept
into the Foothill-Controlled Accounts was then swept on a daily basis to a bank account owned
by Foothill and applied {o reduce the Debtors” amount outstanding under the Senior Facility.
The Debtors’ treasury personnel evaluated the Debtors’ cash needs on a daily basis. Based on
that analysis, the Debtors drew against funds available under the Senior Facility. Funds drawn
were transmitted to an operating account at CB&T (the “Operating Account™)," and such funds
were then utilized to directly pay the Debtors’ purchasing and operating expenses by wire
transfer or to transfer funds to various accounts that were in turn used by the Debtors to issue
checks to pay for their purchases and operating expenses. The Operating Account was also
utilized to fund payroll accounts at CB&T for the payment of employee wages, benefits and
related costs and expenses for certain Debtors.

115. The Debtors propose to maintain these accounts and the Cash Management
System under the DIP Loan Facility. As described in more detail in the DIP Loan Facility and
the Motion of the Debtors and Debtors in Possession for Interim and Final Orders Under
Sections 361, 362, 363, and 364 of the Bankruptcy Code, Bankruptcy Rules 4001(b) and (c), and
Local Rule 4001-2, (A) Authorizing Debtors to Incur Postpetition Indebtedness, (B) Granting
Security Interests and Superpriority Expense Claims, (C) Authorizing Use of Cash Collateral,
and (D) Granting Other Relief] it is a condition of funding thereunder that Foothill continue to
maintain cash dominion over the Debtors’ cash collections. The most efficient way to achieve
such dominion and to ensure the Debtors’ access to credit under the DIP Loan Facility is to
maintain the Debtors’ prepetition Cash Management System. Moreover, the DIP Loan Facility
provides for the progressive paydown of the prepetition Senior Facility to be replaced by new

borrowings under the DIP Loan Facility. Foothill is accustomed to the Debtors’ existing cash

" Prior to the Petition Date, funds held in the following accounts were automaticaily swept into or credited to
Foothill-Controlled Account number 58-150266-70 on a daily basis: CB&T account number 4134-5321-2790-35,
CB&T accowt number 21-201304-81, and Wells Fargo account number 166023501991

" The Operating Account is CB&T account number 21-201806-61
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management procedures, and continuing the use of such procedures will enhance the Debtors’
and Foothill’s ability to comply with the terms of the DIP Loan Facility.

116. In addition, certain of the funds from Operating Account are transferred to
separate accounts with CB&T relating to PGW’s operations and to separate accounts with
CB&T, Bank of America, N A., JP Morgan Chase Bank, N.A , and Comerica Bank relating to
the various AMS distribution centers located in northern California, Baltimore, Maryland,
Indianapolis, Indiana, and a former AMS distribution center located in Dallas, Texas.'® These
funds are then utilized to pay the purchasing, operating, and employee expenses of PGW and of
the various AMS distributions centers.

117. Given the size and complexity of the Debtors’ operations, as well as the
need to preserve and enhance their respective going concern values, a successful reorganization
of the Debtors’ businesses simply cannot be accomplished if there is substantial disruption in the
Debtors’ cash management procedures. It is essential, therefore, that the Debtors be permaitted to
continue to consolidate management of their cash and transfer money from entity to entity as
needed and in the amounts necessary to continue the operation of their businesses. [f the relief
requested herein is granted, the Debtors will not pay, and each of their banks where the Bank
Accounts are maintained will be instructed not to pay, any debts incurred before the Petition
Date other than as specifically authorized by this Court.

118, The Cash Management System described herein constitutes the Debtors’
ordinary, usual and essential business practices. The Cash Management System is similar to
those commonly employed by corporate enterprises comparable to the Debtors in size and
complexity. The widespread use of such systems is attributable to the numerous benefits they
provide, including the ability to: (a) tightly control corporate funds; (b) insure cash availability;
and (¢) reduce administrative expenses by facilitating the movement of funds and the

development of timely and accurate account balance and presentment information. These

" AMS has closed its Dallas, Texas distribution center AMS’s account with Comerica Bank is used to pay costs

associated with the remaining term on the lease for the Dallas, Texas facility
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controls are particularly important here given the significant amount of cash that flows through
the Debtors” Cash Management System on an annual basis.

119. In addition, given the corporate and financial structure of the Debtors, it
would be difficult, if not impossible, for the Debtors to establish entirely new accounts and a new
cash management system. Thus, under the circumstances, maintenance of the Debtors™ Cash
Management System is not only essential to the Debtors, it is also in the best interests of their
respective estates and creditors (of course, the Debtors will continue to maintain strict records
with respect to all transfers of cash, so that all transactions can be readily ascertained, traced and
recorded properly on applicable intercompany accounts).

120. If the Debtors are not permitted to continue to use their Cash Management
Systemn in its cutrent form (modified to the extent necessary by the debtor in possession
financing arrangements), their operations will be severely and perhaps irreparably impaired.
Accordingly, the Court should authorize the Debtors’ continued use of their existing Cash

Management System.

(iii) Cause Exists for Extending the Time for the Debtors to
Comply With the Requirements of Bankruptey Code Section
345(a)

121, 1 am informed by counsel that section 345(a) of the Bankruptey Code
authorizes deposits or investments of money of estates, such as the Debtors’ cash, only in a
manner that will yield the maximum reasonable net return on such funds, taking info account the
safety of each deposit or investment. Counsel informs me that, if deposits or investments are not
insured or guaranteed by the United States or backed by the full faith and credit of the United
States, section 345(b) of the Bankruptcy Code provides that, unless the court for cause orders
otherwise, the estate must require the entity with which the money is deposited or invested to
obtain a bond in favor of the United States that is secured by the undertaking of an adequate
corporate surety.

122. 1am also informed by counsel that section 345(b) also expiessly provides

that the Court may modify these requirements for cause. The Debtors submit that, in the existing
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circumstances, cause exists to authorize the Debtors to continue to invest excess cash in

substantially the same manner as the Debtors have invested such funds prior to the Petition

Date.”’

H.  Motion of the Debtors and Debtors in Possession for Interim and Final
Orders Under Section 366 of the Bankruntev Code (A) Prohibifine Utility
Providers from Altering, Refusing or Discontinuing Service, (B) Deeming
Utilities Adequately Assured of Future Performance, and (C) Establishing
Procedures for Determining Adequate Assurance of Pavment

123. In the normal course of their business, the Debtors have relationships with
certain utility providers (each, a “Ultility Provider” and, collectively, the “Utility Providers™) for
the provision of natural gas, electricity, telephone, sewer, sanitation and other services (the
“Utility Services”). The Utility Providers include, without limitation, the entities set forth on the
list attached to the Motion as Exhibit A thereto.18 The Utility Providers service the Debtors’
operations throughout the United States.

124, Prior to the Petition Date, the Utility Providers provided Utility Services to
the Debtors at various locations, including the Debtors’ distribution centers located throughout
the United States. Ordinarily, upon receipt of a monthly invoice, the Debtors pay each of the
Utility Providers directly for the Utility Services provided during the immediately preceding
month. To the best of their knowledge, the Debtors have not had significant defaults or
arrearages with respect to their undisputed invoices for Utility Services, other than payment
interruptions that may be caused by the commencement of these chapter 11 cases.

125, Because uninterrupted Utility Services are critical to the Debtors’ ongoing
operations, the Debtors, by this Motion and pursuant to sections 105(a) and 366 of the
Bankruptey Code, seek entry of interim and final orders: (a) prohibiting the Utility Providers

from altering, refusing, or discontinuing Utility Services on account of unpaid prepetition

7 On the Petition Date, the Deblors owned stock in certain customers, including Costco, Wal-Mart Stores, Inc, BI's
Wholesale Club, Office Depot and Staples, Inc. with an aggregate value of approximately $16,099  All such stock is
unrestricted and publicly traded.

" The Debtors reserve the right to argue that any of the entities now or hereafier listed on Exhibit A are not
“utilities” within the meaning of section 366(a) of the Bankruptey Code
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invoices; (b) providing that the Utility Providers have “adequate assurance of payment” by virtue
of a supplemental two week deposit (a “Utility Deposit”) calculated upon the basis of the
average bill over the preceding twelve months; (c) establishing procedures for determining
requests for additional adequate assurance of payment; (d) providing that if a Utility Provider
timely requests in writing additional adequate assurance that the Debtors believe is unreasonable,
then, at the request of the Utility Provider and following a reasonable peried for discussion and
negotiation, the Debtors shall promptly file a motion for determination of adequate assurance of
payment (the “Determination Motion™) and set such motion for a hearing (the “Determination
Hearing™); (e) providing that any Utility Provider that does not timely request additional
adequate assurance of payment, as provided for herein, shall be deemed to have adequate
assurance; and (f) providing that, in the event that a Determination Motion is filed or a
Determination Hearing is scheduled, any objecting Utility Provider shall be deemed to have
adequate assurance of payment without the need for payment of additional deposits or other
sccurities until an order of the Court is entered to the contrary in connection with such

Determination Motion or Determination Hearing

I. Motion of Debtors and Debtors in Possession for an Order Establishine
Procedures for Reconciliation of Reclamation and Related Claims Pursuant
to Sections 105(a), 503(b)(9) and 546(¢) of the Bankruptcy Code

126. The Debtors seek an order establishing procedures for the treatment of
reclamation claims. Given the high volume of merchandise received daily by the Debtors, the
Debtors anticipate that a number of vendors will attempt, pursuant to section 546(c) Bankruptey
Code, to assert their right to reclaim goods delivered to the Debtors shortly before or soon after
the Petition Date and/or to seek immediate payment of an administrative claim under section
503(b)(9) of the Bankruptey Code. The Debtors estimate that as of the Petition Date, as many as
$24,457,822 in goods may be subject to reclamation claims, and as much as $20,753,078 in
claims may be eligible for administrative priority under section 503(b}9). As a distribution
company, these goods are essential to the Debtors. Moreover, the Debtors business will be

severely disrupted if vendors are allowed to exercise their rights to reclaim goods or seek
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immediate administrative payment without a uniform procedure that is fair and applicable to all
parties.

127. The inventory subject to reclamation is also subject to liens asserted by the
Senior Lenders, which take priority. See 11 U.S.C. § 5346(c)1). Similarly, premature payment
of administrative or reclamation claims could constitute an event of default under the Debtors’
debtor-in-possession credit agreement. Furthermore, absent the establishment of an orderly
process for the determination of reclamation or related administrative claims, the Debtors’
business operations will suffer and management’s attention wiil be diverted from important
operational issues in order to deal with reclamation claims.

128 The relief requested by the Motion will facilitate the continued operation of
the Debtors’ businesses and should obviate any vendor’s perceived need to initiate legal action to
preserve or enforce its rights, thereby minimizing potential costs to the Debtors’ estates in
responding to such litigation. Moreover, the disruption caused by having to administer and
analyze reclamation and administrative claims during the first few weeks of these bankruptey
cases would seriously distract the Debtors” management and professionals at a critical peried in
these cases.

129 Reclamation and administrative claims that are determined in accordance
with the procedures described in this Motion to be valid reclamation or administrative claims

shall be paid pursuant to the Debtors’ plan of reorganization.

J. Motion of the Debtors and Debtors in Possession For Entry of an Order Authorizing
the Retention of Bankruptev Services, LLC As Noficine, Claims, and Ballofing Agent
to Pursuant to Section 156(c) of the Judicial Code and Bankruptcy Rules 2002-1(f)
and 2014(a)

130. 1am informed and believe that the most effective and efficient manner of

noticing the creditors and parties in interest involved in Debtors’ chapter 11 cases, and to
transmit, receive, docket, maintain, photocopy, and scan claims, is for the Debtors to engage an
independent third party to act as the Debtors’ notice and claims agent. The Debtors may also
require the services of an agent to administer votes regarding a plan of reorganization.
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Accordingly, the Debtors seek to employ Bankruptey Services, LLC. (“BSI”) as notice, claims,
and balloting agent to assist the Debtors in distributing notices, as necessary, and to process other
information pertaining to these chapter 11 cases. The Debtors believe that BSI is well-qualified
to serve in this capacity and that BSD’s retention is in the best interests of the Debtors’ estates and
their creditors. The Debtors chose BSI based on its reputation and the competitiveness of its

fees.

HI. ADDITIONAL MOTIONS TO BE HEARD ON REGULAR NOTICE

A. Motion of Debtors and Debtfors in Possession for an Order Authorizing the Retention
of Professionals Utilized in the Ordinaryv Course of Business Pursuant fo Sections
327 and 328 of the Banlguptey Code

131. The Debtors seck authorization to retain professionals utilized in the
ordinary course of business as of the Petition Date and thereafter as may be necessary (the
“Ordinary Course Professionals™). The Debtors’ employees, in the day-to-day performance of
their duties, regularly call upon certain professionals, including attorneys, accountants, and other
professionals to assist them in carrying out their assigned responsibilities.

132. The Debtors seek ieave to continue the emploﬁnent of such Ordinary
Course Professionals postpetition without the necessity of filing formal applications for
employment and compensation by each professional under the Bankruptey Code. To request
each Ordinary Course Professional to apply separately for approval of their employment and
compensation would be unwieldy and burdensome. The uninterrupted service of the Ordinary
Course Professionals is vital to the Debtors’ continuing operations and their ability to reorganize.
Accordingly, the Debtors request authority to retam, employ and pay the Ordinary Course
Professionals without further order of the Court.

133. The Debtors propose that no law firm that is an Ordinary Course
Professional will receive payment for postpetition services rendered until such firm files an
affidavit with the Court, pursuant to section 327(e) of the Bankrupicy Code, setting forth that

such Ordinary Course Professional does not represent or hold any interest adverse to the Debtors
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or their estates with respect to matters for which the firm seeks retention (the “Retention
Affidavit™).

134. The Debtors propose that all Retention Affidavits be served, by first-class
mail, on (1} the Office of the United States Trﬁstee for the District of Delaware; (2) counsel to
Wells Fargo Foothill, Inc, as agent for the Debtors’ senior secured creditors; and (3) counsel to
any official committees appointed in the case (collectively, the “Notice Parties”).

135. The Debtors also seek to reserve the right to employ Ordinary Course
Professionals in addition to those listed on Exhibit A to the Motion by serving a notice of such
employment upon the Notice Parties. This notice shall include the Retention Affidavit
applicable to such Ordinary Course Professional. The Notice Parties shall have 20 days in which
to serve an objection to such employment on the Debtors’ counsel. If none of the Notice Parties
objects to the employment of the Ordinary Course Professional, such employment is authorized
in accordance with the Order. If an objection is served, the parties shall attempt to resolve their
differences or submit the proposed employment to the Court for consideration.

136. The Debtors reserve the right to supplement the hist of Ordinary Course
Professionals from time to time, as necessary. In such event, the Debtors propose to file a
supplemental list with this Court and serve it on the Notice Parties.

137 Unless otherwise stated in the relevant retention application, the proposed
ordinary course retention and payment procedures set forth herein will not apply to those
professionals for whom the Debtors have filed separate applications for approval of employment.

138. The proposed employment of the Ordinary Course Professionals and the
payment of compensation on the basis set forth above is in the best interests of the Debtors’

estates and their creditors.

B. Motion of Debtors and Debtors in Possession for an Order Granting Extension of
Time to File Schedules and Statements

139, The Debtors are large and complex enterprises with nationwide operations.

Because of (a) the substantial size and scope of the Debtors’ businesses, (b} the complexity of
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their financial affairs, (c) the limited staffing available to perform the required internal review of
their accounts and affairs, and (d) the press of business incident fo the commencement of these
chapter 11 cases, the Debtors were unable to assemble, prior to the Petition Date, all of the
information necessary to complete and file schedules of assets and liabilities, a schedule of
current income and expenditures, a scheduie of executory contracts and unexpired leases and a
statement of financial affairs {(collectively, the "Schedules and Statements™) which counsel
informs me are required to be filed pursuant to Bankruptcy Rule 1007 and Local Rule 1007-1(b).

140. Given the urgency with which the Debtors sought chapter I1 relief and the
numerous critical operational matiers that the Debtors’ limited staff of accounting and legal
persomnel must address in the early days of these cases, the Debtors will not be n a position to
complete the Schedules and Statements within the time specified in Bankruptcy Rule 1007 and
Local Rule 1007-1(b). Completing the Schedules and Statements for each of the three Debtors
will require the collection, review and assembly of information from multiple locations
throughout the United States. Nevertheless, recognizing the importance of the Schedules and
Statements in these chapter 11 cases, the Debtors intend to complete the Schedules and
Statements as quickly as possible under the circumstances.

141, Accordingly, the Debtors respectfully request that the Court extend by an
additional 60 days, for a total of 90 days, until March 29, 2007, the date by which the Schedules
and Statements must be filed, pursuant to Bankruptey Rule 1007 and Local Rule 1007-1(b).
Counsel informs me that Bankruptcy Rule 1007(c) authorizes the Court to grant an extension of
the date by which the Schedules and Statements must be filed “on motion for cause shown.” The
substantial size, scope and complexity of these cases and the volume of material that must be
compiled and reviewed by the Debtors’ limited staff in order to complete the Schedules and
Statements for each Debtor during the initial days of these chapter 11 cases provides ample

“cause” for justifying, if not compelling, the requested extension.
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C. Motion of the Debtors for an Order Providing that Creditors’ Committees are nog
Authorized or Reguired to Provide Access to Confidential Information of the
Debtors or to Privileged Information

142 By this Motion, the Debtors seek entry of an order of the Court confirming
that section 1102(bY3)(A) of the Bankruptcy Code does not authorize or require any Creditors’
Committee that might be appointed in the Debtors” bankruptcy cases to provide access to the
Debtors’ Confidential Information'” to any creditor that such Creditors’ Committee represents.
Furthermore, the Debtors seek entry of an order clarifying that no Creditors’ Commilttee is
authorized or required to provide access to Privileged Information™ to any creditor that such
Creditors® Committee represents. The relief requested in the Motion will help ensure that
confidential, privileged, proprietary and/or material non-public information will not be
disseminated to the detriment of the Debtors’ estates and will aid a Creditors” Commitiee in
performing its statutory function.

143, The Debtors are m a highly competitive industry The dissemination of the
Debtors® Confidential Information to parties who are not bound by any confidentiality agreement
directly with the Debtors could be disastrous for the Debtors. If the Debtors’ general creditors or

competitors buying claims could require any Creditors’ Committee which may be appointed to

" For purposes of the Motion, the term “Confidential Information” shall mean any nenpublic information of the
Debiors, including, without Hmitation, information concerning the Debtors” assets, liabilities, business operations,
projections, analyses, compilations, studies, and other documents prepared by the Debtors or its advisors or other
agents, which is furnished, disclosed, or made knewn to the Creditors’ Committee, whether intentionally or
unintentionaltly and in any manner, including in written form, orally, or through any electronic, facsimile or
compuler-related convmunication. Confidential Information shall include (a) any notes, summaries, compilations,
memoranda, reports o1 any other written materials disclosing, discussing, containing or reflecting Confidential
Information, whether prepared by the Debtors or the Creditors’ Committee, their respective, professionals,
advisors or members, or others receiving or hoiding the Corfidential Information; (b} any written Confidential
Information that is discussed or presented orally; and (¢) any other Confidential Information conveyed to the
Creditors” Committee orally that the Debtors or their advisors or other agents advise the Creditors’ Commitiee
should be treated as confidential. Notwithstanding the foregoing, Confidential Information shall not include
any information or portions of information that: (i) is or becomes generally available to the public oris or
becomes available o the Crediters’ Commitiee on a non-confidential basis, in each case to the extent that such
information became so available other than by a violation of a contractual, fegal, or fiduciary obligation to the
Debtors; or {(ii) was in the possession of the Creditors’ Committee prior to its disclosure by the Debtors and is
not subject to any other duty or obligation to maintain confidentiality.

* For purposes of the Motion, the term “Privileged [nformation™ shall mean any information that is subject to the

attorney-client or other state, federal, or other jurisdictional law privilege, whether such privilege is solely
controlied by the commitiee or is a joint privilege with the debtor or a third party.
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give them access to Confidential Information in the possession of such Creditors’ Committee,
such information could easily become public immediately thereafter.

144. The public dissemination of the Debtors’ Confidential Information likely
would cause serious harm to the Debtors’ estates. Among other things, the Debtors’ business
strategies and intended initiatives would become known to the Debtors” competitors, thereby
allowing such competitors to adjust to the Debtors’ plans and reduce or eliminate the value of
stch initiatives to the estate. In addition, other Confidential Information of the Debtors, such as
compensation levels or other employee information, is of a sensitive nature, and public
disclosure of such information would cause morale and similar problems for the Debtors, as well

as potentially violate federal and state privacy laws.

D. Application By the Debtors For Entry of an Order Authorizine the Emplovment and
Retention of O’Melveny & Mvers LLP As Attornevs For the Debtors

145, The Debtors seek to employ and retain O’Melveny and Myers LLP
(“OMM™) as their attorneys to file and prosecute the chapter 11 cases and all related matters,
effective as of the Petition Date. I believe that OMM has extensive experience and knowledge in
the field of debtors™ and creditors’ rights and business reorganizations under chapter 11 of the
Bankruptcy Code.

146. Inrepresenting the Debtors for several years on a variety of matters in
addition to the preparation of the present filing, OMM has become familiar with the Debtors’
businesses and affairs and many of the potential legal issues that may arise in the context of the
chapter 11 cases. Accordingly, [ believe that OMM 1is both well-qualified and uniquely able to
represent the Debtors in these chapter 11 cases in an efficient and timely manner.

147 As of the Petition Date, the Debtors do not owe OMM for legal services
rendered before the Petition Date. All prepetition amounts have been or will be satisfied by the
classic retainer and payment disclosed in the declaration of Suzzanne Uhland submitted in
support of the Debtors’ application to retain OMM as general bankruptcy counsel in these

chapter 11 cases.
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E. Application By the Debtors For Entrv of an Order Authorizing the Emplovment and
Retention of Richards, Lavton & Finger, P.A. As Atiorneys For the Debtors

148. The Debtors also have proposed to retain Richards, Layton & Finger, P.A.
(“RLF”) as co-counsel in Delaware. RLF will provide additional necessary legal services to the
Debtors and will advise the Debtors in connection with the Local Rules and local practice in
Delaware in connection with the prosecution of the Debtors’ chapter 11 cases. OMM, the
Debtors and RLF have conferred and will continue to confer to ensure that there will be no
undue duplication of effort or overlap of work between and among the co-counsel, and that the
estates receive the best possible value.

149, As of the Petition Date, the Debtors do not owe RLF for legal services
rendered before the Petition Date. All prepetition amounts have been or will be satisfied by the

retainer and payment disclosed in the affidavit attached to this motion.

E. Moftion of the Debtors and Debtors in Pessession for an Administrative Order Under
11 U.S.C. §§ 185(a) and 331 Establishing Procedures for Interim Monthly
Compensation and Reimbursement of Expenses of Professionals

150. In connection with these cases, the Debtors are filing applications to retain
O’Melveny & Myers LLP as their bankruptcy counsel, and Richards, Layton and Finger, P.A.
With the likely involvement of additional Professionals, the professional fee apphication and
review process could be exceptionally burdensome on the Debtors, the Professionals, and the
Court. Implementation of compensation procedures will provide an efficient structure for
disbursing Compensation to the Professionals and will allow all parties to these cases to monitor

the monthly accrual of Compensation for each Professional.

CONCLUSION

151. The Debtors’ goal in the pending cases is to preserve and maximize the
value of their business and successfully reorganize. I believe that, if the Cowt grants the relief
requested in each First Day Motion, the prospect of achieving these objectives will be
substantially enhanced to the benefit of the Debtors’ estates, their creditors and other parties in

interest.
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1 declare under penalty of perjury under the laws of the United States that the foregoing is true

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

Executed this 28" day of December, 2006 at San Diego, Californj

% S

Curtis R. Smith

Chief Financial Officer

Advanced Marketing Services, Inc.
and its Debtor subsidiaries

§-1



EXHIBIT A

[Insert 16-Week Cash Flow]
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Advanced Marketing Services - LS. Combined

Weekly Cash Flow Projection
{in 50095}

Elilng on 12129/86 with BI# Loan

G5%LAMS - Sales, returns and inveniory levels as % of lalast relorecast
80%:FCEW - Sales and retums as % of fatest reiorecast
Forecast Forecast Forecast Forecast  Forecast Forecast Forecas! Forecast Forecast Forecast Forecast Forecast Forecast  Forecast
week ending 12429486 15107 1112/97 3119707 1426107 212107 207 2107 2T3GT 3207 3807 3116007 23107 2630107
Cash Inflows
AMS Recaipls 13961 6,208 3,683 3,618 3431 10,428 10,880 7,330 9,209 5,556 B.444 £.444 6,083 6,083
PGW Receipts 792 7.160 6,648 G48 548 648 6,718 648 648 648 5,865 648 548 648
GCiherfForeign Ops - - . - - - - - - - - - - 400
Total Receipts 14753 13369 10.33% 4,268 4878 11073 17.508 7.878 9.857 7.204 12,309 1,091 6,730 7130
Operating Blsbursements
Invenlory AMS 328 8.353 8353 8353 a7 oy 5,626 4,574 2723 5,247 4718 4,189 3,660 3131
Inventory PGW . 2,136 2136 2,136 2,136 2,153 2,153 2,153 2,183 2400 2,400 2,400 2400 2,400
Payroll AMS 400 1,362 §1 1,15% 51 1,151 51 1,137 37 5.137 ar 1170 I 3,170
Payroli PGW . 281 - 284 - 281 28 - 281 - 281 281
Health Insyranca . v . 375 - . . 375 - - . 37s - -
Rent . 695 - 6956 - - 695 - - 34
Freight 1006 2,383 392 393 353 310 3G 210 310 324 341 341 a4 341
Prutessional Fees 410 . . 925 . - - 925 - - - 923 - -
CapEx 10 110 116 85 85 85 85 85 73 73 73 73 73
Other Operaling B% 611 294 75% 284 450 450 343 300 338 444 361 318 362
Totst Op Disk 1306 15811 11337 14.485 3847 12242 8.674 9.783 5807 10487 8013  10.115 5.862 9,782
Operatlng Cash Flow 13,447 {2,542y {1,007} (10,220) 231 £1,129) 8,924 {1,885) 4,250 (3,283) 4,296 {3.024} (132} (2662)
Financing Astivities
inlerest and Fees - [{Z] - . {591) - - - {509) . . - -
Net Borrowings/{Repayments) {8578 (3.035) 4,192 49,753 260 848 {8,229} 4,926 {4.207) 2,817 {3,732) 3.074 174 584
Totat Finaneng 8578} (3,635) 4,199 9753 260 345 (8,229Y 1826 (4207} 2309 (3.732)  3.074 174 584
Net Cash Flow 3,868 {6,177} 3.193 {467) 492 {784} 895 122 43 (975) 564 51 43 {2.078}
Beginning Book Cash 14,518} 650y {B.827) {3,635} (4,10%)  (3,610) (4,384) {3,688) (3.577) 43.534} (4509} {3,945} (3,B94) (3,BEZ}
Nel Cash: Flow 3,868 {6.177) 3.183 (467} 492 {784) B35 122 43 (975} 564 51 43 {2,078}
Ending Book Cash (650) (6,827} (3635} {4.101}) {3,618 (4.384) 3,688) (3577} {3.534) 14505} {3,945} {3.894) (3,652) {5,829}
Operating Cach FIoW - 4 WEaks TR54Z)  (3.070) (15,768 (13,530 (15724 (193] 6222 10,240 6,086 3,458 230 (2143 (1,527)
Covenant @ T15%/85% (SZ5MM Minimum) __ (5042) _ (6.049) (16,268) {16,037} (14,623) (4.693) 3722 7.740 5,586 958 (267} {4,643F  (4,02%)
Leaway 2,500 2.500 2,500 2,500 2,500 2,500 2.500 2.500 2.500 2,500 2,500 2,500 2,500
Borowng Base T1.68  BB.SG5 6483 05304 66485 B335 L7643 57.805 56088 56344 53097 53437 53,608 54,065
)Amount » Commitment - - - - . - - . - . - - - -
Protessional Fee Carvaoust (2800) (2.000) (2,000} (2000) (2000) (2000 (2.000) (2000} (2000} {2,000} (2,000) (2000) {2000) (2,000}
WFF Fees Reserve (750 758) {750} {750) {560} (G006} {500} {500} (990)  (1050F  (i.058) (1.050) {1050}  {1,200%
68,798 62,816 61,643 62,844 53,585 60,835 54,743 55,005 53,188 53.204 50,047 50,387 50,558 50,865
te55; 1.oan Quistanding 422795 39,240 43.439 53,182 53,452 54.288 46,089 47,956 43,789 46,606 42,874 45,848 46123 46,707
| Availability 26523 23577 18204 9452 19,132 6,537 8,674 7.009 3,469 6,688 7,174 4,438 3435 4,158
plus: Book Cash (650} {6827}  (3.635)  (4,381) (3610} (4,394} (3698) 3677} (3.534) (4,503) (3,945) (3.894) 3852} (5,929
Liguidily 25,873 ﬂm.....Rm 14,589 5,351 £.524 2,143 4,975 3,433 5,875 2,113 m._mm ELES 583 {1,771}
Gross AIR 148,229 136287 131,611 133,542 136401 132,753 116210 116210 113855 115630 107025 108855 111,134 $13414
Total ineligiblesfResarves {93.394) (B5.054} (B82.B14) (B4.201} (B5.744) {83,891} (74.177) {74,205) (7I.58E) (74.417) {68,985) {70,235} (71946} (73.182)
AR Avaiiability 54,835 §1.236 48,798 49,340 50,857 48,863 42033 41,915 40,368 41,213 36.040C 38,620 35188 40,221
Gross Invenlory 75577 62,357 66618 68,162 B7,404 64,183 66667 67,943 6707t 65054  S4,808 53997 62558 60,716

Talat lneligibles/Reserves

Net Inventory 16,713
inventory Avaitahility 16,713
AP - AMS - Pre-Pelition (180,269}
AP - AMS - Post-Petition .
AP -PGW (20,040)
Admn. Claims <= 20 days (12.572)
Raelamalion 21 - 45 days 19,891)

Cumulativa RTP's - AMS
Cumulative Relumed Inveniory
Held by AMS

Cumulative Retumad Inventory
Heid by PGW

48,026
14,311
4,331

{180,260}
{20,040}
(12,572}

(9,891}

1,866

1,138

51.023
15,595
15,595

{180.260)
(20.040)
{12,572}

(9,891}

5,506

2.276

52,109
16,053
16,053

#180,260}

{20,040)
{12,572
{2.891)

11,198

3.413

51,575

15828 14,872 15510
15,828 14,872 15640
(180,260) (180,260) (1B0.260)
(20,000) (20,040) (20.040)
(12.572) [(12,572) (12,572)
{5,651) (9,891) (5.841)
TABS 8517 11,819
11,188 11,398 11,188
4.551 £,262 1.972

{51,854)
15,990
15,880

{180.260)
120,540
(12,572)

(9.891)
16,173
11,198

9,683

49,923

T2 18,131
15,728 15,131
[180,260) (188,260}
(20,040) (28,040}
(12,572) (12,572}

{2,891} {9,891}
21977 23.035
11,168 11,188
11,383 12,729
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48,750
15,058
15,058

{180,260}
{20.940)
{12,572}

{9,891}
24,522
11,198

14,865

45,180
14,817
14,817

{180,250)

{20.0490)

{12,572)

(8.881)
28,738

11,198

15,401

48,238)
14,420
14.4520

{180,260)

(20,040)

{12,572}
[2.891)
20,383

11,198

16,737
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(180,260}

(20,640}

(12.572)
{9,83%)
32,656

11,198

18,073




