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

8§
8§

In re 8§ Chapter 11
8§

EXPRESS ENERGY SERVICES 8§

OPERATING, LP, etal., 8 Case No. 09- ()
8§
8§

Debtors. 8§

8§
8§ Joint Administration Requested

DECLARATION OF DARRON ANDERSON IN SUPPORT OF
THE DEBTORS’ CHAPTER 11 PETITIONS AND FIRST DAY MOT IONS

I, Darron Anderson, pursuant to section 1746 t& #8 of the United States
Code, hereby declare that the following is truéhobest of my knowledge, information, and
belief:

1. | am the Chief Executive Officer of Express Enefgyvices Operating,

LP (“EES Operating’) and | am familiar with the day-to-day operatipbsisiness, and financial

affairs of EES Operating and its affiliated debtiorshe above-referenced chapter 11 cases, as
debtors and debtors in possession (collectively, Brebtors’). A list of the Debtors in these
chapter 11 cases is attached heretgxdmsbit A .

2. | submit this declaration (thédeclaration”) to assist the Court and other
parties in interest in understanding the circunttarthat compelled the commencement of these
chapter 11 cases and in support of the first-dalyan® and applications filed

contemporaneously herewith (collectively, tik@rst Day Motions”). Except as otherwise

indicated, all facts set forth in this Declaratame based upon my personal knowledge, my

discussions with members of the Debtors’ senioragament and professionals, my review of
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relevant documents, or my opinion based upon me®rapce and knowledge of the Debtors’
operations and financial condition. If | were edlito testify, | would testify competently to the
facts set forth in this Declaration.

3. Parts | through Il of this Declaration provide @sdription of the Debtors’
organizational structure, businesses operatiopstatatructure, and the circumstances giving
rise to the commencement of these chapter 11 c&a$.1V summarizes certain material terms
of the proposed join plan of reorganization the ebfiled concurrently with this Declaration.
Finally, Part V summarizes the First Day Motionsl éime relief they seek, which the Debtors
believe is crucial to their successful reorganaati

l.
Overview of the Debtors

A. Organizational Structure

4, Express Energy Services (2008) LLEES 2008) is the direct or
indirect parent of each of the other Debtors irséhehapter 11 cases. The equity interest in EES
2008 is presently owned by an equity consortiummased of (i) Macquarie Energy Holdings,
LLC; (ii) Wachovia Capital Partners 2006 LLC; anig) Certain existing and former members of
management and employees of EES Operating.

5. EES 2008 owns 100% of the equity interests in EsgpEnergy Services
GP, LLC ("EES GP"). EES 2008 also owns a 99.6% limited partnershigrest in Express
Energy Services Holding, LPEES Holding"), with EES GP owning a 0.4% general
partnership interest. EES Holding owns a 99.5%dichpartnership interest in EES Operating,
with EES GP owning a 0.5% general partnership @ster EES Operating owns a 99.5% limited
partnership interest in (i) Express Energy Servic&sLP; (ii) Express Energy Services, Ark LP;

and (iii) Express Energy Services WL, LP, with EGB owning a 0.5% general partnership
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interest in each of these companies. EES Operatstgowns a 99.4% limited partnership
interest in Express Energy Services P&A, LP, wiESEGP owning a 0.6% general partnership
interest. Finally, EES Operating owns 100% ofdbaity interest in (i) Express-Byrd R&S GP,
LLC; (ii) Express-MBCC GP, LLC; (iii) Express-MikByrd Casing Crews GP, LLC; (iv)
Express R&S Tong Services GP, LLC; (v) D&D Tongs, GEC; (vi) Express-North Trail
Oilfield Services, GP, LLC; (vii) Express-Rat H&ervice GP, LLC; and (viii) Express-BAH
Leasing GP, LLC. A chart annexed heretd&akibit B illustrates the Debtors’ corporate
structure.

6. The Debtors currently maintain operations in 3ldflecations and offices
located injnter alia, Texas, Oklahoma, Colorado, Arkansas, LouisiaranBylvania, and the
Gulf of Mexico. The Debtors’ corporate headquartae located in Houston, Texas. The
Debtors currently employ approximately 1,200 people

B. Business Operations

7. The Debtors are leading providers of services ¢du4ls. oil and gas
exploration and productionE&P ") industry. The Debtors offer integrated “cratibegrave”
services to a diversified base of over 200 custemecluding many blue chip national and
multi-national companies in the E&P industry. Bilizing their strong business relationships,
maintaining exceptional customer service, and dperat the highest levels of safety, the
Debtors have entered into master service agreemathtever 200 of their key customers.

8. The Debtors’ business is organized into three lassisegments: Drilling
Support Services, Production Services, and Decosioniig Services. The Drilling Support
Services segment provides services and equipmi@tedeo the drilling and completion of new

wells to oil and gas operators and drilling cortives. Examples of Drilling Support Services
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include casing services, laydown services, rathelgices, and rental and construction services.
Drilling Support Services comprise approximately@df the Debtors’ gross revenue. The
Production Services segment provides services aqmgment to oil and gas operators from
completion to workover activities and routine wakhintenance and repair. Examples of
Production Services include wireline, well testingdraulic chokes, downhole motors, water
transfer, snubbing, pressure testing, coil tubilgg hauling, frac tanks, cranes, pit cleaning,
pumping services, and H2S safety services. PramuServices comprise approximately 51% of
the Debtors’ gross revenue. The Decommissionimgi&ses primarily involve plugging and
abandonment and well intervention services in th# & Mexico, and comprise approximately
15% of the Debtors’ gross revenue. In order twvigi®the range of Drilling Support Services
and Production Services, the Debtors, in additibomatther capital costs, operate and maintain a
fleet of over 800 vehicles.

.

Prepetition Capital Structure
A. 2007 Credit Agreement

9. On February 23, 2007, EES Operating, as borrowe§ Holding and
EES GP, as parent parties, and certain Debtomgjasntors, entered into a six-year credit

agreement (the2007 Credit Agreement) with a lending syndicate led by Credit Suiss®, a

agent. The 2007 Credit Agreement established & #$#lfion credit facility consisting of a $235
million senior secured first lien term loan and3% $nillion revolving credit facility.

10. The EES borrowing parties to the 2007 Credit Agreeinused
approximately $188.9 million cash from the 2007 dirdgreement to expand their scope of
services by acquiring the following companiesH®S Safety; (ii) Byrd R&S Oilfield Services

Companies; (iii) Ace Rathole Services; (iv) LaydowiD; (v) Brazos Oilfield Services, LTD;

US_ACTIVE:\43077912\09\43077912_9.DOC\60851.0033 4



Case 09-38044 Document 2 Filed in TXSB on 10/27/09 Page 5 of 33

(vi) J&L Tank Services; and (vii) CST Dirilling Flds.

B. 2008 Credit Agreement

11. OnJuly 11, 2008, EES 2008 acquired the equityasts in EES Holding
and EES GP (theAcquisition”) pursuant to a certain Transaction Agreementdiateof June 8,
2008, as amended by the amendments thereto datédaly 8, 2008 and November 18, 2008

(the “Transaction Agreement). The Acquisition was financed primarily by §810.5 million

of common equity, including (a) approximately $280lion of new cash from Macquarie
Energy Holdings LLC, (Macquarie”) and (b) the rollover of approximately $110.5 kioih of
the then-existing equity held by private equityastors and certain members of senior
management and employees of EES Operating; arfab(pwings of $325 million under the

Credit Agreement (the2008 Credit Agreement), by and between EES Operating, EES

Holding, EES GP, EES 2008, the lending partiesetioefthe ‘Senior Secured Lendery, and

Credit Suisse, as administrative agent and codbtarent (the Agent”).
12. The 2008 Credit Agreement established a $347.5omitredit facility

consisting of (i) a $325 million senior securedffiien term loan (the2008 Term Loar); and

(i) a $22.5 million revolving credit facility (the2008 Revolver Loari). The 2008 Revolver

Loan contained sublimits providing for (a) swinglilbans in an aggregate principal amount not

to exceed $5 million (theSwingline Loans) and (b) letters of credit in an aggregate face

amount not to exceed $10 million. The proceedd®®008 Term Loan were used to (i) repay
the Debtors’ outstanding existing debt under th@720redit Agreement; (ii) pay fees and
expenses incurred in connection with the Acquisitend (iii) fund a portion of the purchase
price for the Acquisition. Borrowings under theD8Revolver Loan and the Swingline Loans
were to be used for general corporate purposekugiimg, without limitation, to fund capital

expenditures and future acquisitions).
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C. Swap Agreement and Guarantee & Security Agreemén

13. To achieve a balance between fixed and variabéedalbt, EES Operating
and Credit Suisse International entered into a Sigrpement, dated as of July 15, 2008 (the

“Swap Agreement). Each of the Debtors, as guarantors, and C&uigse, Cayman Islands

Branch, as collateral agent (th@dllateral Agent”), also entered into a Guarantee & Security

Agreement, dated as of July 11, 2008 (tBadrantee & Security Agreement). Pursuant to

the Guarantee & Security Agreement, EES GP, EE8iRg| and certain Debtor subsidiaries (a)
guaranteed EES Operating’s payment obligationsruh@ée2008 Credit Agreement and the
Swap Agreement and (b) along with EES Operatingntgd the Collateral Agent first priority
liens on all (i) accounts; (ii) chattel paper;)(dieposit accounts; (iv) documents; (v) fixtures) (
general intangibles; (vii) goods; (viii) instrumen(ix) investment property; (x) letter-of-credit
rights; (xi) money; (xii) books and records; andiroceeds.

14.  In accordance with the Guarantee & Security AgregnteES Operating
and certain of its affiliates, the Collateral Agesmtd Coastal Commerce Bank in Houma,
Louisiana entered into a Deposit Account Controtelgnent, dated as of July 11, 2008,
pursuant to which EES Operating granted the Codatsgent a security interest in certain bank
accounts and all funds or deposits held thereoredtited thereto. In addition, in December

2008, EES Operating opened two bank accounts JiA®Ibrgan Accounts’) with JPMorgan

Chase Bank, N.A. in Houston, TexagfPMorgan”) to handle its primary cash management
operations, including collections from customerd disbursements to vendors and other payees.
EES Operating continued to maintain day-to-daywisdment activities, including payroll and
payments to vendors and other payees, with Co@staimerce Bank. To comply with the terms

of the Guarantee & Security Agreement, EES OpeagaiRMorgan, and the Collateral Agent
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entered into a certain Blocked Account Control A&gnent dated as of May 19, 2009, pursuant
to which EES Operating granted the Collateral Agesécurity interest in the JPMorgan
Accounts and all checks or other items depositewh fime to time in the JPMorgan Accounts.

D. Escrow Agreement

15. In connection with the transactions contemplatethénTransaction
Agreement, EES 2008 was required to deposit (ij@pmately $17.55 million into escrow (the

“Indemnity Escrow Account’) to secure certain indemnification and other poesing

obligations of the sellers under the Transactione&gent and (ii) approximately $11.04 million

into escrow (the Earnout Escrow Account) to be used exclusively for the satisfaction of

certain earn-out payments described in the Tralmsadgreement. EES 2008, Wachovia
Capital Partners 2006 LLC, and certain existing ag@ns entered into an Escrow Agreement

dated as of July 11, 2008 (thescrow Agreement), and appointed JPMorgan as escrow agent

(the “Escrow Agent) for the Indemnity Escrow Account and Earnout iesc Account. As of
the Commencement Date, the Escrow Agent holds appabely $8.5 million in the Indemnity
Escrow Account. Other than the $8.5 million cutkgheld in the Indemnity Escrow Account,
all of the funds held in the Indemnity Escrow Acnband the Earnout Escrow Account were
distributed by the Escrow Agent in accordance whthterms of the Escrow Agreement.

Significant Events Leading to the Commencement ohese Chapter 11 Cases

16. The Debtors commenced these chapter 11 cases (yitvegause of the
steady decline in the price of oil and natural lgeginning around the third quarter of 2008,
which (i) impacted the level of demand for the ebtservices; (ii) reduced the Debtors’
overall profitability; (iii) impacted the Debtorgverall liquidity; and (iv) as a result of the

foregoing, caused events of default under the ZD@8lit Agreement and the Swap Agreement.
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A. Decline in Oil and Natural Gas Prices

17.  Since July 2008, the prices of oil and natural lygmge declined
precipitously. For example, the price of oil deelil from a high of approximately $145/barrel in
July 2008 to approximately $40/barrel in Februa®92 Crude oil prices have since recovered
to approximately $70/barrel as of October 7, 20D&ewise, natural gas prices declined from a
high of approximately $13/mcf in July 2008 to appnoately $3.40/mcf in July 2009. Natural
gas prices have since partially recovered to $tm8DAs of October 7, 2009. The decline in oil
and gas prices has caused E&P companies to redacaldevels of drilling activity and capital
spending. A reduction in drilling activity triggeat a proportional reduction in the utilization of
drilling rigs. In the U.S., for example, the ladidlling rig count declined from approximately
1,920 rigs in September 200® 983 rigs as of October 2, 2009. The numbetritiing rigs
utilized in the U.S. directly impacts the demanekldor the Debtors’ services. Therefore, as the
number of drilling rigs used by E&P companies deati, the demand for the Debtors’ services
(and revenue) also dropped considerably. For elagriige Debtors’ EBITDA for the first
guarter of 2009 was approximately 74% less tharE®8i@ DA for the first quarter of 2008. In
addition to a lower demand for services, the Debabso experienced (i) increased pressure from
E&P companies to reduce pricing and (ii) increasaapetition from third-party service
providers, which also impacted the Debtors’ abiidygenerate revenue and positive cash flow.
18.  Beginning around October 2008 and continuing ihtoftrst quarter of
2009, in response to the increased competitiordacceased demand for services, and to reduce
the impact of the aforementioned market difficdfithe Debtors’ senior management re-

assessed their overall business operations artdgtrand implemented a number of proactive

! Data based on the Baker Hughes Rig Count (Mortkisrages).
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steps to strengthen their competitive position @meimpt to restore profitability including, but
not limited to, the following:

I. Company-wide compensation reduction of apprately 10%.

i. Reduction of employee headcount of approxirya8&0 from
October 2008 to the present.

ii. Elimination of drilling and production senadines in areas where activity has
declined substantially.

\2 Weekly monitoring of service lines.

V. Consolidation of service locations and redepleyt of assets.
Vi. Concentrated efforts to collect outstandingaamts receivables.
Vii. Reduction of capital expenditures.

viii.  Efforts to reduce maintenance and replacencests.

B. Defaults under the 2008 Credit Agreement and the Sap Agreement

19. Despite the aforementioned efforts, in or arouredsecond quarter of
2009, the Debtors’ senior management determinedathavent of default occurred under the
2008 Credit Agreement because the EES borrowintiepao the 2008 Credit Agreement
exceeded the stated leverage ratio for the pendde&December 31, 2008.

20.  Prior to June 30, 2009, the Debtors’ managemenBardd of Managers
determined that, in order to preserve cash anddiahflexibility, EES Operating should not
make the scheduled quarterly principal and intggagtnents due on June 30, 2009 under the
2008 Credit Agreement. Such failure constitutetbault under the terms of the 2008 Credit
Agreement. For the same reasons, EES Operatingptiichake the regularly scheduled principal
and interest payment due on September 30, 2008.D€btors also failed to make required
payments due to Credit Suisse under the Swap Agneenvhich caused an additional default
under the 2008 Credit Agreement and the Swap Ageaem

21. As of the Commencement Date, the aggregate amaostaading under
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the 2008 Credit Agreement is approximately $326il2an. In addition, the Debtors owe
approximately $3.9 million in prepetition damagiesjuding interest, under the Swap
Agreement.

V.

Joint Plan of Reorganization

22.  As aresult of the aforementioned events of defandter the 2008 Credit
Agreement and the Swap Agreement, the Debtorsbsemanagement engaged in a series of
good-faith discussions with Credit Suisse and, eaadly, an ad hoc committee of the Senior
Secured Lenders. During this period, the Debtogaged Alvarez & Marsal North America,
LLC and Well, Gotshal & Manges LLP to, among ottiengs, provide restructuring advice to
the Debtors’ senior management, provide restruggueidvice to the EES 2008 Board of
Managers, participate in negotiations with CrediisSe and the Senior Secured Lenders, and
assist in the formulation of a comprehensive bissan.

23.  Through these good-faith negotiations, the Debtbies Agent, and certain

Senior Secured Lenders (th@dnsenting Lenders) entered into a Plan Support Agreement

dated as of October 27, 2009 (tli®dn Support Agreement). The Plan Support Agreement

and the term sheet attached thereto (togetheralliigreements and exhibits attached thereto,
the “Term Sheet) provide for the Debtors’ financial restructuritgbe effected through the
pre-negotiated Joint Plan Under Chapter 11 of thiekBuptcy Code dated as of October 27,
2009 (the Plan”). The Consenting Lenders hold over 66 2/3% ingpal amount of the
Secured Obligations (as defined in the 2008 Crglitement) under the 2008 Credit
Agreement and constitute a majority of the holdérsuch secured obligations, and, along with

the Agent, have agreed to support the Plan. lardeace with the Plan Support Agreement and
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the Term Sheet, the Debtors filed the Plan andrapanying disclosure statement (the

“Disclosure Statemeri) on the Commencement Date.

24.  The Plan provides, among other things, for theofeihg treatment of

Claims and Existing Equity Interests (each as aefim the Plan):

(i)

(ii)

(iii)

holders of Allowed Senior Secured Claims will
receive their pro rata share of 100% of the New
Equity Units;

holders of Allowed General Unsecured Claimd wi
receive their Distribution Pro Rata Share of either
(a) $400,000, if the General Unsecured Claims class
votes to accept the Plan, or (b) $100,000, if the
General Unsecured Claims class votes to reject the
Plan; and

holders of Existing Equity Interests will i@ their
equity cancelled upon the issuance of the New
Equity Units. On the Effective Date, on account of
and in consideration of its role in the restruetgri
holders of Allowed Senior Secured Claims will gift
2% of the New Equity Units to the Macquarie
Group.

In addition, the Plan provides for the paymentuth ¢f (i) allowed administrative expense

claims; (ii) federal, state, and local tax clairfis) certain select priority non-tax claims; and)(

certain miscellaneous secured claims.

25.  The Debtors are reasonably confident that impraemhomic conditions

in the E&P industry and an improved balance shéétead to a successful restructuring of the

Debtors’ businesses pursuant to the Plan. Contiomaf the Plan and implementation of the

contemplated restructuring would substantially wedihe Debtors’ financial indebtedness and

enhance the Debtors’ long-term growth prospectscangpetitive position. Due to prepetition

cost reduction efforts to “right size” their opeaoais, the Debtors have generated positive cash
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flow from operations, maintained strong relatiopshiith their key constituents, and, at the
same time, maintained an excellent safety losgdeco

26.  During the chapter 11 process, the Debtors intermbihtinue normal
operations, including maintaining their high stamideof customer service and safety for which
they are known, as they restructure their operateord overall debt for the benefit of their
creditors and all other parties in intere$he Debtors are cognizant, however, that bankruptcy
filings negatively impact service companies like tebtors disproportionately more than
companies in other industries. Prolonged chapterakes have the potential to severely impact
the Debtors’ overall profitability and relationskipiith employees, vendors, customers and
suppliers. Every day the Debtors are in chaptebidiness competitors may use the negative
stigma associated with bankruptcy to persuadererdustomers away. The Debtors believe,
however, that filing the Plan, the Disclosure Staat, and an emergency motion to approve the
Disclosure Statement on the Commencement Dateg algh securing the support of the
Consenting Lenders and the Agent through the Rlgp&t Agreement, will enable the Debtors
to emerge from chapter 11 as expeditiously as plesgiithout losing a significant number of
customers and damaging relationships with employesglors, and suppliers. Although the
Debtors currently have sufficient liquidity to m&m operations, they have obtained a debtor-
in-possession financing facility up to an aggregatecipal amount of $20 million to insure

liquidity during these chapter 11 cases.
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V.

Summary of First Day Motions

27.  Concurrently with the filing of their chapter 11tpens, the Debtors have
filed the following First Day Motionéwhich the Debtors believe are necessary to erihbia
to operate with a minimal disruption and loss afdarctivity. It is my understanding that
Bankruptcy Rule 6003 provides that to the exteeliéf is necessary to avoid immediate and
irreparable harm,” a court may approve a motiofp&y all or part of a claim that arose before
the filing of the petition” prior to twenty daystaf the Commencement Date. Certain of the
First Day Motions filed by the Debtors request et Court authorize the Debtors to
immediately pay all or part of a claim that arosempto the Commencement Date. As set forth
in more detail below, in such instances, the relmfght is necessary to avoid immediate and
irreparable harm to the Debtors.

Procedural First Day Motions

Joint Administration Motion

1. Relief Requested

28.  As noted above, EES Operating and twenty-threbaaéfs filed voluntary
petitions under chapter 11 on or about the ComnrmeaneDate. The Debtors request that these
chapter 11 cases be procedurally consolidated ghrgint administration.

2. Basis for Relief Requested

29.  Many, if not most, of the motions, applicationsgather pleadings filed
in these chapter 11 cases will relate to reliefboypintly by all of the Debtors. Joint

administration will ease the administrative burdenthe Court by allowing the Debtors’ cases to

2 Capitalized terms used in this Section V but reftriéd herein shall have the meaning ascribedemtim the
applicable First Day Motion.
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be administered as a single joint proceeding istéawenty-four independent chapter 11 cases.
A single docket will also make it easier for alkpes in each of the chapter 11 cases to stay
apprised of all the various matters before the Cotlihe Debtors will also likely realize
substantial cost savings and reduced administrativéens by sending notices in the cases to a
single matrix of creditors and Rule 2002 list, mtthan maintaining separate notice lists.
Separate administration of the chapter 11 casetdwoypose extraordinary burdens on counsel
and the Debtors, requiring monitoring multiple detskand necessitating filing separate motions
in each of the chapter cases even though the religilested might be identical as to each Debtor.
This would result in substantial additional expenstadministration. Accordingly, | believe

that the relief requested in the Joint Administnatinotion is necessary to avoid the immediate
and irreparable harm that would result from theufaito consolidate through join

administration.

Il. Motion to Approve Procedures to Notify Creditors of Notice of Commencement of
Chapter 11 Cases and Establish Master Service List

1. Relief Requested

30. The Debtors request the entry of an order authuagitie Debtors to (i)
establish certain procedures for notifying creditof the commencement of the Debtors’ chapter
11 cases and of the 341 Meeting of Creditors, gholythe form of such notice and (ii) authority
to establish the master service list to be usedese chapter 11 cases.

2. Basis for Relief Requested

31. Potentially thousands of creditors and partiesiarest may be entitled to
receive notice in these chapter 11 cases. As swtice of all documents filed in these cases to
each creditor and party in interest would be exélgroburdensome and costly to the Debtors’

estates. The proposed notice and master serstogili ensure that parties receive prompt
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notice of the commencement of these cases, anurdpesed procedures are beneficial to the
Debtors’ estates and creditors because they praatlml notice in an efficient and cost effective
manner. Accordingly, the relief requesting appt@fanotice procedures should be approved.

. Motion to Extend the Time to File Schedules ofAssets and Liabilities, Schedules of
Executory Contracts and Unexpired Leases, and Staments of Financial Affairs

1. Relief Requested

32.  The Debtors seek an extension of the deadlindadhfeir schedules of
assets and liabilities, schedules of executoryraatg and unexpired leases, and statements of
financial affairs (collectively, theSchedule¥) through and including November 25, 2009. The
Debtors further request that, if the Debtors obtaiiiten consent to an additional 14-day
extension from the Office of the United States Te#ador the Southern District of Texas and
attorneys for any committee appointed pursuanéttien 1102 of the Bankruptcy Code prior to
November 25, 2009, the period in which the Debtoust file their Schedules be extended for an
additional 14 days through and including Decembh&089 without additional notice required
from the Debtors or further order from the Coufinally, the Debtors request that the relief
requested herein be without prejudice to the Debtaght to seek a further extension of the time
to file the Schedules.

2. Basis for Relief Requested

33.  Due to the number of the Debtors’ creditors and mewity of the
Debtors’ businesses, the diversity of their operatiand assets, and the competing demands on
the Debtors’ employees during the early stage ®tctse to stabilize the business following the
filing, the fifteen day period provided by Rule I@6) is insufficient to properly and accurately

complete the Schedules. Accordingly, | believertdriested relief to extend the fifteen day
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period is necessary to allow the Debtors additioinad to collect the data needed to prepare and
file the Schedules.

V. Motion to Pay for Goods and Services Receivedddtpetition

1. Relief Requested

34. The Debtors request the entry of an order (i) gngradministrative
priority status to all undisputed obligations oé thebtors owing to vendors (th€€ndors”)
arising from the postpetition delivery or receipgoods and services ordered prior to the
Commencement Date and (ii) to pay such obligatiortke ordinary course of business.

2. Basis for Relief Requested

35. As of the Commencement Date, the Debtors haveicgntapetition

purchase orders (th@fepetition Orders”) outstanding with Vendors for goods and services

ordered by the Debtors. As a consequence of thenemcement of these chapter 11 cases, the
Vendors may be concerned that the obligationsrgyisbm goods shipped or services ordered
prepetition and delivered or received by the Debpmstpetition, pursuant to the Prepetition
Orders, will be treated as general unsecured clagasst the Debtors’ estates.

36.  Absent such relief requested in this motion, thetbes may be required
to expend substantial time and effort reissuingRhepetition Orders to provide the Vendors
with assurance of such administrative priority.eEttendant disruption to the continuous flow
of goods and services to the Debtors could adweedtdct the Debtors’ ability to provide
services to their customers. Such a disruptiondclead to dissatisfied customers, potentially
harming confidence in the Debtors’ ability to contlbusiness at this critical juncture. | believe

that authority to pay undisputed obligations agsiom Postpetition Deliveries in the ordinary
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course of business is in the best interest of thiet@s, their estates, creditors, and parties in

interest and necessary to avoid immediate andaragpe harm.

V. Application to Employ and Retain The Garden CityGroup, Inc.
as Noticing, Claims, and Balloting Agent for the Bbtors

1. Relief Requested

37. The Debtors request, pursuant to 28 U.S.C. § 158(thorization to
employ and retain The Garden City Group, INGCG”) as noticing, claims, and balloting agent
for the Debtors.

2. Basis for Relief Requested

38. I believe the retention and appointment of GCGanrection with the
administration of these chapter 11 cases is ifése interests of the Debtors and their estates,
especially since the Debtors filed their Plan accbanpanying Disclosure Statement on the
Commencement Date, and will enable the Debtoremtirtue to operate their business in
chapter 11 without disruption.

Substantive First Day Motions
Motion to Continue the Debtors’ Employee Compenation and Health

and Welfare Benefit Programs and Satisfy Outstandig Obligations
Relating Thereto

1. Relief Requested

39. The Debtors seek interim and final authorizatiamspant to sections
105(a) and 363(b) of the Bankruptcy Code and BastksuRules 6003 and 6004, to pay their
current employees for work preformed prepetitionhdnor certain other prepetition employee-
related obligations and benefits, and to contiragrg their employee obligations in the

ordinary course of the Debtors’ businesses. Int@dd the Debtors seek authorization for
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applicable banks to receive, process, honor ané&pgyand all checks, electronic fund transfers,
and automatic payroll transfers drawn on the Dabfmayroll and/or general disbursement
accounts, to the extent that such checks or tremsdate to any of the prepetition employee
obligations.

2. Basis for Relief Requested

40. The Debtors currently employ approximately 1,20@kyees (each, an
“Employe€ and, collectively, the Employees). The continued operation of the Debtors’
businesses and their successful reorganizatiomdspargely upon the retention of the services
of the Employees and the maintenance of employealenand cooperation. Consequently, it is
critical that the Debtors be authorized to satibBir employee-related obligations and continue
their ordinary course employee plans, policies, prodrams in effect as of the Commencement
Date.

41. The Debtors believe, and | agree, that it is inedpe for the Employees
to bear the burden of these chapter 11 cases e @ebtors must rely upon them for the
continued sustainability of their business. Ficsihtinued payment of the Debtors’ Wage
Obligations in the ordinary course is essentia@rsure that the Employees do not suddenly find
their lives interrupted by the filing of these chapll cases. Failure to honor these obligations
would result in immediate and irreparable harmh®Employees’ personal financial health,
including, among other things, personal credihggiand standard of living. Second,
continuation of the Debtors’ Health and WelfaregPams is necessary to ensure the continued
service, without distraction, of the Employeeshie Debtors’ reorganization efforts. Failure to
continue the Debtors’ Health and Welfare Programthié ordinary course during these chapter

11 cases threatens the viability of the Debtorsitess enterprise, as Employees could suddenly
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find themselves without appropriate healthcarensuiance coverage. Finally, it would be
inequitable to require the Debtors’ Employees tarlpersonally the cost of any business
expenses they incurred prepetition for the beméfihe Debtors with the understanding that they
would be reimbursed.

42.  Pursuant to section 507(a)(4)(A) of the Bankrugogle, employee
claims for “wages, salaries, or commissions, iniclgd/acation, severance, and sick leave pay”
earned within 180 days before the Commencement &atafforded priority unsecured status to
the extent of $10,950 per employee. Similarlytisec507(a)(5) of the Bankruptcy Code
provides that employees’ claims for contributioo€értain employee benefit plans are also
afforded priority unsecured status to the exter#ldf,950 per employee covered by such plan,
less any amount paid pursuant to section 507(a)&9.of the Commencement Date, no
Employee had earned more than $10,950 in unpaice\M@ddjgations, including, but not limited
to, commissions. Therefore, the Debtors beliea¢ shibstantially all of the prepetition
Employee Compensation Obligations constitute gyaiaims under sections 507(a)(4) and (5)
of the Bankruptcy Code. As priority claims, theddigations must be paid in full before any of
the Debtors’ general unsecured obligations mayalisfeed. Accordingly, the relief requested
herein largely will affect only the timing of the@pment of these priority obligations, and should
not prejudice the rights of general unsecured twexlor other parties in interest.

43.  Accordingly, | believe that (i) the relief request@ the employee wage
motion is necessary to avoid the immediate angamable harm to these estates that would
result from the Debtors’ failure to honor their iradiate Employee Compensation Obligations,

subject to the applicable provisions of the BankeyCode, and (ii) the continued maintenance
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of the Debtors’ Health and Welfare Programs indtdénary course during the administration of

these chapter 11 cases is essential to the Del¢ongjanization efforts.

I. Motion to Continue the Debtors’ Insurance Programs
and Satisfy Outstanding Obligations Relating Ther®

1. Relief Requested

44.  The Debtors seek the entry of an interim and faneler authorizing the
Debtors to: (i) continue their insurance programg policies, including, but not limited to,
renewing insurance policies, and (ii) pay their-@med postpetition obligations with respect
thereto. The Debtors seek interim authorizatiopayp insurance related obligations that become
due and owing within the first thirty days of thedepter 11 cases, which the Debtors currently
estimate to be approximately $366,000. In additmthe relief sought on an interim basis, the
Debtors request final authorization to pay all renimg insurance related prepetition obligations.
Finally, the Debtors seek authority, pursuant timal order, to modify the automatic stay solely
with respect to employees and workers holding watkeompensation claims, to allow those
employees to proceed with their claims.

2. Basis for Relief Requested

45. | am generally familiar with the Debtors’ insuramregrams. | believe
that the nature of the Debtors’ business and tkenéwf their operations make it essential for
them to maintain their insurance programs on amimggand uninterrupted basis. If the Debtors
fail to pay their insurance obligations, includiaig payments under the Debtors’ three
prepetition premium finance arrangements, thenrs@ance carriers may seek to terminate the
existing insurance programs, or they may declinemew the programs or refuse to insure the

Debtors in the future. In addition, the Debtorsligations under the premium finance

US_ACTIVE:\43077912\09\43077912_9.DOC\60851.0033 2 O



Case 09-38044 Document 2 Filed in TXSB on 10/27/09 Page 21 of 33

arrangements are secured by all unearned premiudigidends payable to the Debtors under
the insurance policies covered by the premium firaarrangements. Moreover, the failure to
maintain certain insurance coverage will violate tirms of master service agremeents with
customers and real and personal property leaseshwiil prevent the Debtors from working
and servicing their customers. It is also my uatirding that the Debtors could be fined
substantial amounts by various state workers’ corsgigon boards if the workers’ compensation
programs are not maintained. Finally, it is my emstianding that the guidelines established by
the United States Trustee for the Southern Distfidiexas require the Debtors to maintain
certain of the insurance programs, including waskeompensation, general liability and
casualty insurance. Accordingly, | believe tha talief requested in the insurance motion is
necessary to avoid immediate and irreparable hatwvtould result from the failure to authorize
the Debtors to maintain their insurance programs.

. Motion to Approve the Debtors’ Use of Cash Colateral

1. Relief Requested

46. The Debtors seek (i) interim authority to use cedlhateral of the Senior
Secured Lenders in accordance with the terms amditomns set forth in the motion and in

accordance with the proposed interim budggttérim Budget”) and interim order (thterim

Order”); (ii) authority to use cash collateral on a fitvasis in accordance with a proposed final
budget and final ordet{iii) authorization to grant adequate protectioritte Senior Secured
Lenders in their Prepetition Collateral pursuantd¢otions 361 and 363(c) of the Bankruptcy

Code; and (iv) a final hearing regarding the useash collateral.

% The Debtors are continuing to finalize their prsgd final budget and final order. The Debtors filél and serve
their proposed final budget and final order norl#étan five (5) business days prior to the heasiclgeduled by the
Court on the final use of cash collateral.
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2. Basis for Relief Requested

47.  Currently, the Debtors lack sufficient unencumbdtea!s with which to
operate their business on a going basis. Accolgitite Debtors have an urgent and immediate
need for cash to operate. The Debtors have detednin the exercise of their business
judgment, with the assistance of their advisorat they require the use of cash collateral.

48. The Debtors propose to use cash collateral purd¢adhe terms and
condition outlined in the proposed Interim Orded &mterim Budget and to provide adequate
protection as set forth in the Interim Order areltiotion. The Interim Budget itemizes the
sources and uses of cash and provides a projeddticash receipts and expenditures. The
Interim Budget includes a list of business expetisasare reasonable and necessary and that
must be paid in order to continue the Debtors’ hesses until such time as a final hearing on the
motion can be held. The Debtors propose that emguats listed in the Interim Budget that are
unused in any week may be carried over and usédebpebtors in any subsequent week, on a
line-item basis. The Debtors also request thatthbkall be a permitted 15% variance for any
amounts listed in the Interim Budget for a partacuine item.

49. The Debtors propose to adequately protect the E&8eicured Lenders’
interest in the Prepetition Collateral on accoudrdryy diminution in value, including, but not
limited to, arising out of the automatic stay o Debtors’ use, sale, lease, depreciation,

depletion, or disposition of the Prepetition Cadlall (each aDiminution in Value”). As

adequate protection to the Senior Secured Lendethé aggregate Diminution in Value, the
Debtors propose to grant the Senior Secured Leridgestive upon the Commencement Date

and without the necessity of the execution ordilby the Debtors or Senior Secured Lenders of
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mortgages, security agreements, pledge agreenfieais;ing statement, or otherwise), the

following:

a.

Adequate Protection Liens To the extent of any Diminution of Value, theni®e
Secured Lenders shall have valid and perfectedtiaddi and replacement security
interests in, and liens upon (thAdequate Protection Liens), all of the Debtors’
right, title and interest in, to, and under (a)adbkets in which the respective Senior
Secured Lenders held validly perfected liens ab®@iCommencement Date; (b) all of
the Debtors’ now owned and after-acquired real pesonal property, assets and
rights, of any kind or nature, wherever located¢luding, without limitation,
contracts, property, plant, equipment, generalngitsles, documents, instruments,
interests in leaseholds, patents, copyrights, tnadks, trade names, and all other
intellectual property, capital stock of subsidiarieash, and cash collateral of the
Debtors (whether maintained with the Senior Securedders or other financial
institutions), any investment of such cash and aadlateral, inventory, accounts
receivable, any cause of action (excluding avoidamicother actions arising under
chapter 5 of the Bankruptcy Code), and the procé#eel®of (whether recovered by
judgment, settlement or otherwise), any right tgnpant whether arising before or
after the Commencement Date, and the proceedsygsydents and profits of all of
the foregoing.

b. Superpriority Claims. To the extent of any Diminution of Value, theni®e Secured

Lenders shall have an allowed superpriority adnraiszve expense claim as provided
and to the full extent allowed by Bankruptcy Coeet®ns 503(b) and 507(b) and
otherwise (the Superpriority Claims”™).

. The Superpriority Claims shall, subject to the @a@ut (as defined in the
Interim Order), be allowed claims against each Deljointly and
severally) with priority over any and all admingative expenses and all
other claims against the Debtors, now existingereéfter arising, of any
kind, whatsoever, including without limitation, atther administrative
expenses of the kind specified in Bankruptcy Coeletisns 503(b) and
507(b), and over any and all other administratigemses or other claims
arising under any provision of the Bankruptcy CoithejJuding, without
limitation, Bankruptcy Code sections 105, 326, 3280, 331, 503(b),
507(a), 507(b), or 1114, whether or not such experw claims may
become secured by a judgment lien or other nonesmual lien, levy, or
attachment.

. The Superpriority Claims shall be payable from &asle recourse to all
pre- and post-petition property of the Debtors hédthan the Carve-Out,
no cost or expense of administration under Banksu@tode sections 105,
503, or 507 or otherwise, including any such caste&xpense resulting
from or arising after the conversion of any of thesases under
Bankruptcy Code section 1112, shall be senior t@ao passu with, the
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Superpriority Claims granted hereunder.

C. Agent’s Professional Fees and Expenseés additional adequate protection, the
Debtors will be authorized and directed, within tye(20) days of submission of
invoices therefore (which invoices shall be deleceto the Debtors, the United
States Trustee, and any statutory committee, whltll contain a summary
description of services rendered and listing of reoand services by each
professional for the time period covered thereby)pay all reasonable fees and
expenses for Akin Gump Strauss Hauer & Feld LLRinsel for the Agent, and
any other professionals retained by the Agent,achecase, in connection with
matters relating to the subject of these chaptecdskes. None of the fees or
expenses payable pursuant to this paragraph shalliject to separate approval
by this Court (but this Court shall resolve anypdite as to the reasonableness of
any such fees and expenses), and no recipient yofsach payment shall be
required to file any interim or final fee applicati with respect thereto. Nothing
contained in the motion or the Interim Order slaldeemed to be a waiver by
any party in interest of the right to object to teasonableness of any such fees
and expenses.

d. Filing Proof of Claim. The Interim Order shall constitute evidence ofdlieged
amount and nature of each of the Senior Secureddrshclaims in these cases,
and the Senior Secured Lenders may, but shall aobliged to, amend, or
supplement this proof by filing a proof of claimtimese cases.

50. The Debtors will also provide the Agent and thei@e8ecured Lenders
with ample information relating to projected reveawand expenses, actual revenue and
expenses, and variances from the Interim Budgetetisas reasonable access to, among other
things, the Debtors’ management, books, and recortis information will enable the Senior
Secured Lenders to monitor their interests in tlepétition Collateral and cash collateral.

The Debtors submit that, under the circumstanbestearms and conditions contained in the
Interim Order are fair and reasonable and in tist ioéerests of their estates and creditors.
Accordingly, | believe that the relief requestedhe emergency cash collateral motion is
necessary to avoid immediate and irreparable harm.

V. Motion to Maintain the Debtors’ Cash ManagementSystem

1. Relief Requested
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51. The Debtors seek, pursuant to sections 105(a) p343¢3(b), 363(c), and
364(a) of the Bankruptcy Code and Bankruptcy RG#33 and 6004, (a) authority to (i)
continue to operate their Cash Management Systemgodified, (ii) honor certain prepetition
service charges and other fees related to thefube €ash Management System, (iii) maintain
existing business forms, and (iv) maintain exis@ank Accounts; and (b) an extension of time
to comply with section 345(b) of the Bankruptcy €od

2. Basis for Relief Requested

52. Inthe ordinary course of business, the Debtorgheie Cash
Management System to efficiently collect, transéerg disburse funds generated by their
business operations. The Debtors’ Cash Managefetém constitutes an ordinary course,
essential business practice providing significantddits to the Debtors including, int&ia, the
ability to (i) control corporate funds, (ii) ensutee availability of funds when necessary, and (iii
reduce costs and administrative expenses by failg the movement of funds and the
development of more timely and accurate accourria information. Any disruption of the
Cash Management System could have a severe angsadvgact upon the Debtors’
reorganization efforts.

53. The Debtors’ operations would be severely harmethbyisruption,
confusion, delay, and cost that would most cenyaiaesult from rigid compliance with the U.S.
Trustee’s “Operating Guidelines and Reporting Remuents For Debtors in Possession and
Trustees,” which may require, as of the Commencemiate, the closure of many of the
Debtors’ prepetition bank accounts and the opeafrmew accounts. Accordingly, | believe that
the relief in the cash management motion is necg$savoid immediate and irreparable harm

to the Debtors and their estates.
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54.  Finally, in connection with their use of the Cashigement System, the
Debtors incur periodic service charges and othes fe their banks for the maintenance of the

Cash Management System (tf&etvice Charge¥). The Debtors believe that as of the

Commencement Date there are unpaid prepetition®eBharges in the approximate amount of
$3,600. The Debtors request authority to pay tieegtition Service Charges that remain unpaid
as of the Commencement Date. Payment of the ptiepebervice Charges is in the best
interests of the Debtors, their estates and allgzain interest as it will prevent any disruption
the Cash Management System. Furthermore, sindeahtors’ banks have setoff rights with
respect to the Service Charges, payment of anyeptiem Service Charges would not affect
unsecured creditors and the issue of paying ampepiten Service Charges would just be a
matter of timing. | believe that the facts citestdin illustrate that the relief requested is
necessary to avoid immediate and irreparable hartimet Debtors and their estates.

V. Motion to (1) Prohibit Utility Companies from Al tering, Refusing

and Discontinuing Services on Account of Prepetdn Invoices
and (1) Establish Adequate Assurance Procedures

1. Relief Requested

55.  The Debtors request the entry of an order (i) doinig Utility
Companies from altering, refusing and discontinigagrices on account of prepetition invoices
and (ii) establishing the following adequate asscegprocedures pursuant to section 366 of the

Bankruptcy Code (theAdequate Assurance Procedurés:

Proposed Adequate Assurance

* The Debtors shall pay a postpetition security demdé®ne-half of the average
monthly bill, calculated based on the historicaét@ge over the past five (5)
months, (the New Deposit) to any Utility Company that is not currently lolorhg
a prepetition security deposit.

» As a condition of accepting the New Deposit, anyitytCompany agrees that at
the conclusion of these chapter 11 cases, or oeftéetive date of any chapter 11
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plan of reorganization, any unused portion of tlesvNDeposit shall be promptly
remitted to the Debtors.

Any Utility Company that is currently holding a pegition security deposit shall
retain such deposit (th&Xisting Deposit) in lieu of receiving a New Deposit.

The Debtors propose to mail a copy of any order@appg the relief requested in
the motion to all Utility Companies within ten (1@ys of its entry.

Procedures for Requesting Additional Adequate Amste

Any Utility Company that is not satisfied with tBebtors’ proposed adequate
assurance (in the form of either the New DeposiherExisting Deposit) must (i)
file a motion with the Court requesting additioadequate assurance and setting
forth the basis for such request and (ii) set suokion for hearing no earlier than
twenty-five (25) days after the filing of the matio

Absent further order of the Court, pursuant to diomoseeking additional
adequate assurance or otherwise, all Utility Congsaare prohibited from
interfering with, disturbing, or discontinuing sex@s to the Debtors on account of
these chapter 11 cases and/or any unpaid invoigadpetition services.

Additional Utility Companies

Despite good-faith efforts by the Debtors to Iy Utility Company from

which the Debtors receive service, certain Utiltygmpanies may not be listed on
the exhibit to the emergency utilities motion.tHé Debtors discover any
additional Utility Companies after the Commenceni2ate, the Debtors will
amend the exhibit to the emergency utilities moaod serve a copy of the
motion and any order approving the relief requestdle motion on such Utility
Companies.

56. For any Utility Company identified after the Commement Date, the

Debtors request that the prohibitions and procexdsee forth in the utility motion be extended to

such Utility Company absent any further order & @ourt.

2.

Basis for Relief Requested

57.  Uninterrupted utility services are essential to@ebtors’ ongoing

operations and the success of the reorganizagtould any Utility Company refuse or

discontinue service, even for a brief period, tlebrs’ business operations could be severely

disrupted, and such disruption would jeopardizelibbtors’ reorganization efforts and ability to
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service their customers. It is essential thatutilgy services continue uninterrupted during
these chapter 11 cases. | believe that estaldishenAdequate Assurance Procedures will avoid
immediate and irreparable harm, is in the bestasts of the Debtors and their estates, and will
enable the Debtors to continue to operate theiinkas in chapter 11 without disruption.

VI. Motion to Pay Sales Taxes, Use Taxes, and Licemand Permit Fees

1. Relief Requested

58. The Debtors request the entry of an order authuagithe Debtors to pay
approximately (i) $125,000 in Sales Taxes; (ii) 880 in Use Taxes; and (iii) $25,000 of
License and Permit Fees relating to the prepetpenod in the ordinary course of business. In
addition, the Debtors request that the Debtorskbamd financial institutions be authorized and
directed to honor any electronic transfers initlade checks that relate to these prepetition
obligations.

2. Basis for Relief Requested

59. I believe that the payment of Sales Taxes, Use S a@ License and
Permit Fees is critical to the Debtors’ continued auninterrupted operations. Among other
things, failure to pay these amounts could, in sorstances, jeopardize the Debtors’ ability to
do business in a particular state, result in pexsioability for the Debtors’ officers or directqrs
and/or require the Debtors to incur excessive @steexpenses. Furthermore, certain taxes, such
as Sales Taxes and Use Taxes, are only being heleelDebtors in trust for the benefit of the
taxing authorities and, thus, are not propertyhefDebtors’ estates. Finally, based on my
knowledge and conversations with the Debtors’ celynisis my understanding that certain of
the Debtors’ taxes are entitled to priority statngler the Bankruptcy Code and, therefore, must

be paid in full before any general unsecured obbga may be satisfied. Accordingly, | believe
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that the relief requested in this motion is necgsgaavoid immediate and irreparable harm that
would result from the failure to authorize the Dmbtto pay their Sales Taxes, Use Taxes, and
License and Permit Fees.

VIl. Motion to Approve the Disclosure Statement

1. Relief Requested

60. The Debtors request the entry of an order (i) prelarily approving the
Disclosure Statement; (ii) approving the form arehmer of service related to the Disclosure
Statement, including but not limited to, the Sa&iibn Procedures; (iii) setting dates for the
Objection Deadline, the Voting Deadline, and th@f@mation Hearing; and (iv) authorizing
related relief.

2. Basis for Relief Requested

61. The most sensitive and complex task required tecaffite a successful
reorganization — the negotiation of consensualeageats with critical creditor constituencies —
has already been accomplished in advance of thar@@mrement Date. As set forth above, the
Consenting Lenders have agreed to support the Hlaerefore, it is in the best interests of the
Debtors’ estates and creditors to proceed witlctmdirmation process as expeditiously as
possible.

62.  Accordingly, the Debtors respectfully request tinat Court consider the
proposed timetable (provided below) as it is initlterests of all parties in interest in these
chapter 11 cases. The relief sought in this masorecessary to the efficient prosecution of
these chapter 11 cases and will assist in the éiqesiconfirmation of the Plan while providing
adequate notice to, and protection of the rightem@ditors. It is appropriate that a scheduling

order be entered at this time so that creditors beayformed as promptly as possible of the
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anticipated scheduling of events preceding theihgan confirmation of the Plan (the

“Confirmation Hearing”). The proposed schedule affords creditors ahdthaér parties in

interest ample notice of the proceedings.
63. Below is a table highlighting the dates relevarnth® Debtors’ proposed

procedures to solicit votes for the Plan (tBelicitation Procedures) and setting forth the

Debtors’ proposed dates for the mailing of Non-¥gtand Voting Solicitation Packages (as
defined below), the deadline to object to the adeguwf the Disclosure Statement and/or

confirmation of the Plan (theDbjection Deadlin€’), and the Confirmation Hearing.

Proposed Timetablé

Commencement Date October 27, 2009

7 days after the Court grants the
Debtors’ Emergency Motion to
Approve the Disclosure Statement
28 days after the
Commencement of Solicitation Date

28 days after the
Commencement of Solicitation Date

Commencement of
Solicitation Date

Voting Deadline

Objection Deadline

Confirmation Hearing Week of December 7, 2009

64. The Debtors also request that an order be entpwang the
Solicitation Procedures, including the ballotsuiabion procedures and related activities
undertaken in connection with the Plan.

65. The Debtors further request that the Court diregt@bjections to the
Disclosure Statement and/or the Plan be in writithggl with the Clerk of the United States
Bankruptcy for the Southern District of Texas, HouasDivision, together with proof of service

thereof, set forth the name of the objector, aedniture and amount of any claim or interest

* The dates and times proposed in this table asawéth the motion are subject to the Court’s allity.
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asserted by the objector against the estate oepsopf the Debtors, state with particularity the
legal and factual basis for such objection anddreesl upon the parties specified so as to be
received no later than 4:00 p.m. prevailing Certtraé on the day that is twenty eight (28) days
after the Commencement of Solicitation Date.

66. | am informed that pursuant to section 1125(chefBankruptcy Code
and Bankruptcy Rule 3017(d), a debtor’s plan asdldsure statement need not be served on all
creditors; rather, a court may authorize the detmt@erve on unimpaired creditors a notice in
lieu of the disclosure statement and plan. Thezesaveral thousand unimpaired claimants in the
Debtors’ bankruptcy cases, a number of whom may iasir prepetition claims paid during the
pendency of these cases (such as employees aath¢axing authorities). Requiring the
Debtors to serve the voluminous Plan and DiscloStaéement upon each unimpaired claimant
would cause the Debtors to incur unnecessary acessie Costs.

67. Accordingly, the Debtors propose to distribute fillowing materials to
each of the voting holders of claims (each clagsotders a Voting Class’). The Debtors shall
send each member of a Voting Class: (i) the ordgimpinarily approving the Disclosure
Statement; (ii) the Confirmation Hearing Noticei) fihe Disclosure Statement, which shall
include the Plan as an exhibit; and (iv) a ballegtomized for such holder as described below

with instructions and a return envelope (colledfiyéhe “Voting Solicitation Packagé).

68. To each holder of a claim or interest not entitiedote because such
holder’s claim is either unimpaired or fully impad, the Debtors shall send: (i) the order
preliminarily approving the Disclosure Statemeinj;thie Confirmation Hearing Notice; and (iii)

a Notice of Non-Voting Status; providedowevey the Debtors shall provide such holder a
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Disclosure Statement and/or Plan upon written reg{oellectively, the Non-Voting

Solicitation Packagé).

69. The Debtors propose to distribute the following eniais to (i) the U.S.
Trustee, (ii) the attorneys for any statutorily apped committee, and (iii) all other parties
requesting service in these chapter 11 casesig(iptder preliminarily approving the Disclosure
Statement; (ii) the Confirmation Hearing Noticeddii) the Disclosure Statement, which shall

include the Plan as an exhibit (collectively, tiNotice Solicitation Packagétogether with the

Voting and Non-Voting Solicitation Packages, ti$olicitation Packagey).

70. | am further advised that Bankruptcy Rule 3017¢ovmles that, on or
before approval of a disclosure statement, thetahall fix a time within which the holders of
claims or equity security interests may accepe@@at a plan. The Debtors will mail the
Solicitation Packages within seven (7) days afteom@er preliminarily approving the Disclosure

Statement is entered (thEdmmencement of Solicitation Datd. Based on such a schedule,

the Debtors propose that, in order to be countexhade to accept or reject the Plan, each ballot
must be properly executed, completed, and deliveoddter than 4:00 pm (prevailing Central

Time) (the Voting Deadlin€’) on the day which is twenty eight (28) days aftex

Commencement of Solicitation Date. Because théngddeadline will be at least twenty-five
(25) days after the date a holder of a claim argt receives a Solicitation Package, the
Debtors believe that such solicitation period su#icient time within which holders of claims
and interests can make an informed decision whetheccept or reject the Plan.

71. Inlight of the pre-arranged nature of these caselsthe fact that the Plan
has the support of the Consenting Lenders, | belibg relief requested is in the best interests of

the Debtors, their creditors, and all parties terest.
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| declare under penalty of perjury that the faieg is true and correct to the best
of my knowledge, information, and belief.

Dated: October 27, 2009
Houston, Texas

/s/ Darron Anderson
Darron Anderson
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EXHIBIT A

LIST OF DEBTORS

s Faderal Tax | No
Express Energy Services Operating, LP 7644
Express Energy Services (2008) LLC 3087
Express Energy Services Holding, LP 7122
Express Energy Services GP, LLC 7083
Express Energy Services CT, LP 8432
Express Energy Services Ark, LP 5287
Express Energy Services P&A, LP 8402
Express Energy Services WL, LP 2834
Express — Byrd R&S GP, LLC 7556
Express — Byrd R&S Qilfield Services, L.P. 7580
Express —- MBCC GP, LLC 0760
Express — MBCC, Ltd. 0802
Express — Mike Byrd Casing Crews GP, LLC 0852
Express — Mike Byrd Casing Crews, Ltd. 0938
Express — R&S Tong Services GP, LLC 2230
Express — R&S Tong Services, Ltd. 7465
Express — BAH Leasing GP, LLC 0510
Express — BAH Leasing, Ltd. 0708
D&D Tongs GP, LLC 6566
D&D Tongs, L.P. 6586
Express — North Trail Oilfield Services, GP, LLC 7506
Express — North Trail Oilfield Services, Ltd. 7526
Express — Ace Rat Hole Service GP, LLC 6617
Express — Ace Rat Hole Service, Ltd. 6632
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EXHIBIT B

ORGANIZATIONAL CHART
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EES Entities Structure Chart

Express Energy Services (2008) LLC (DE)

100%

(TX)

Express Energy Services GP, LLC

0.5% general
partner interest

Express Energy Services Operating,
LP (TX)
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99.6% limited
partner interest

0.4% general

partner interest

Express Energy Services Holding,
LP (TX)

99.5% limited
partner interest

99.5% limited
partner interest

99.5% limited

partner interest

99.4% limited
partner interest”

99.5% limited
partner interest

0.5% general
partner interest

Express Energy Services CT, LP (TX)

0.5% general
partner interest

0.6% general

partner interest

Express Energy Services Ark, LP (TX)

0.5% general
partner interest

Express Energy Services P&A, LP

(TX)

Express Energy Services WL, LP (TX)

100% 99.99% 100%
LP

99.99%

LP

\ \
100% 99.99%
LP

100%
LP

99.99%

100%

99.99%
LP

100% 99.99% 100% 99.99%
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Express — Byrd R&S GP, Express — MBCC GP, LLC

Express — Mike Byrd Casing
Crews GP, LLC

Express — R&S Tong
Services GP, LLC

Express — BAH Leasing GP,
LLC

Express — North Trail

D&D Tongs GP, LLC Oilfield Services GP, LLC

Express — Ace Rat Hole
Service GP, LLC
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0.01% 0.01%
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Express — Byrd R&S Oilfield
Services, L.P.

Express — MBCC, Ltd.

Express — Mike Byrd Casing
Crews, Ltd.
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Services, Ltd.

Express — BAH Leasing, Ltd.|

D&D Tongs, L.P.

Express — North Trail
Qilfield Services, Ltd.

Express — Ace Rat Hole
Services, LTD






