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BRETT A. AXELROD, ESQ.
Nevada Bar No. 5859

FOX ROTHSCHILD LLP

1980 Festival Plaza Drive, Suite 700
Las Vegas, Nevada 89135
Telephone: (702) 262-6899
Facsimile: (702) 597-5503

Email: baxelrod@foxrothschild.com
[ Proposed] Counsel for Debtors

UNITED STATES BANKRUPTCY COURT
DISTRICT OF NEVADA
Inre Case No. BK-20-12814-mkn
RED ROSE, INC,, Chapter 11
Debtor. OMNIBUS DECLARATION OF
JEFFREY PEREA IN SUPPORT OF

FIRST DAY MOTIONS

Hearing Date: OST PENDING
Hearing Time: OST PENDING

I, Jeffrey Perea, being duly sworn, hereby deposedaclare under penalty of perjury:

1. | am over the age of 18, am mentally competent,ifacdlled upon to testify as to t
statements made herein, could and would do so.

2. | am the Chief Restructuring Officer of Peterseraienc. (“PDI”). PDI, Beachheg
Roofing & Supply, Inc., California Equipment Leagi\ssociation, Inc., Fences 4 America, If
James Petersen Industries, Inc., PD Solar, Inter$&m Roofing and Solar LLC, PetersenDean Hg
LLC, PetersenDean Roofing and Solar Systems, RetersenDean Texas, Inc., Red Rose, Inc., R
4 America, Inc., Solar 4 America, Inc., Sonoma RwpServices, Inc., TD Venture Fund, LLC, §

Tri-Valley Supply, Inc., are the debtors and debtior possession (collectively, the “Debtors” or

“Companies”), in the above captioned chapter 1eséhe “Chapter 11 Cases”). | am authorize

109730624

e

d
IC.,
wal
toofs
nd
the

d to




Las Vegas, Nevada 89169
(702) 262-6899
(702) 597-5503 (fax)

FOX ROTHSCHILD LLP
1980 Festival Plaza Drive, Suite 700

© 00 N o o -~ w N Pk

N NN N DN DN DN NN R R R R R R R R R R
0o ~N o U1~ WN B O © 0O N O U1~ W N R O

Case 20-12814-mkn Doc 20 Entered 06/12/20 15:26:13 Page 2 of 55

submit this declaration in support of the Debtarsapter 11 petitions and motions for “first dé

emergency relief (the “First Day Motions®).

3. In my capacity as Chief Restructuring Officer, amdonjunction with the efforts of th
Companies’ other respective officers, executived aanior management, | am involved in
Companies’ affairs, including business operaticash flow management, strategic planning, finar
reporting, human resources, legal affairs and otieemagement activities, as well as the Compa
efforts to address their current financial diffioes.

4, As a consequence, | or members of my team reviehwank with the books and recor
of the Companies, including their respective bussnplans, financial statements and projecti
business analyses and reports, contracts and lethelr documents, notes and correspondencg
similar items.

5. Based on the foregoing, as well as my discussiatis e Companies’ managemg
team, board members, investors, and legal anddiabadvisors, | have developed a familiarity w
(a) the Companies’ books and records, as suchlieem maintained in the ordinary course of busi
under the control of officers of the Companiespexgive executive and senior management; (b
Companies’ respective business and financial hesprand their current business and finan
situations; (c) the financial and operational dstaf the Companies’ business operations; andhil

solar, roofing and renewable energy industry, gaher

6. | have over 20 years of experience in the restringufield. | have significant

experience advising debtors, creditors, and firdnmilyers of distressed companies in out-of-c
restructuring and in bankruptcy proceedings aceossde range of industries, including real est
casinos, hospitality, technology and restaurantdiave provided crisis management servi
performance improvement and turnaround serviceariderperforming companies for over 20 yed

7. Prior to joining Conway MacKenzie, Inc._(“CM”), ksved as a Managing Director
the Corporate Finance and Corporate Restructuriagtipe of a national restructuring firm. N

experience and expertise includes evaluation ofpammy business plan viability; in-depth analysig

1 Unless other defined, capitalized terms usedihstell have the meanings ascribed to ti
in the relevant First Day Motions.
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short and long term cash flow projections; detaifedear financial projections; consulting g
recommending financing and debt restructuring sgias; developing plan of reorganization and G

cutting initiatives; litigation support servicesidapreparing valuations under various scenarios.

Inc., RGI, and Leaf 123 Inc. | also provided fineh@dvisory services to Powerwave Technolog
Jerry’s Nugget, Inc., Scoobeez, Spartan Gaming Bh@ American West Homes, a home builde
single family homes in Las Vegas, Nevada. | hage gkrved as a financial/restructuring advisg

Black Gaming, Nellson Nutraceutical, Prediwave, Bhdray, Inc.

Accountant (CPA, California); Certified Insolvenagpd Restructuring Advisor (CIRA); NASD Ser
7 and 63 licensed. | am a member of the Assoaiabibinsolvency and Restructuring Adviso
Turnaround Management Association and the Amearkruptcy Institute. | also have beenag
lecturer on restructuring and finance topics at BCAnderson School of Management and U
Marshall School of Business.

10. OnJune 10, 2020 (the “Petition Date”), the Debtoitsated their Chapter 11 Cases

(the “Bankruptcy Code”).

11. The Debtors intend to operate their businessesramage their properties as debtg
in-possession under section 1107(a) and 1108 dan&ruptcy Code.

12. | am advised by counsel that this Court has juctsah over these Chapter 11 Ca
pursuant to 28 U.S.C. 88 157 and 1334 and venpper in this United States Bankruptcy Court
the District of Nevada pursuant to 28 U.S.C. §88146d 14009.

13. Debtors have filed their respective First Day Mosido allow them, individually an
collectively, to efficiently and effectively opegain their Chapter 11 Cases. The relief soughiey
First Day Motions is critical to the Debtors’ busss operations, will allow for a comprehensive
smooth transition into Chapter 11, and will enstivat the Debtors are provided the opportunit)

reorganize successfully.
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8. My most recent Board member engagements includddshior Families, Inc., Natro|,

9. My credentials include: Certified Turnaround Prgfesal (CTP), Certified Public

concurrently filing voluntary petitions for relielhder chapter 11 of Title 11 of the United Statedé]
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l.
GENERAL BACKGROUND

A. Debtors’ Businesses and Corporate Structure

1 Petersen-Dean, Inc.

14. Petersen-Dean, Inc. (“PDI”), a California corparati operates nationally with oV
1,000 employees in seven states and was found&@8kh by James Petersen. During the 19809
1990s, PDI provided residential re-roofing and mogpfor home builders and other general contrac
In the early 2000s, PDI started doing electric iswistallation and eventually expanded its serviog
include roofing, solar, fences, battery, and HVA@dting/ventilation/air conditioning). In additiom
residential services, PDI also offers servicesfercommercial sectors including solar and comraé
low slope roofing. PDI has approximately 11 sulasids/affiliates that are regionally located
California, Hawaii, Nevada, Arizona, Texas, Colarahd Florida. Within PDI (and within the
regional subsidiaries), the internal structureiisded between the Builder Division, which instg
roof, solar and battery systems for large subdivisj and the Consumer Division, which installs
same products in direct consumer facing salesliastans. The Consumer Division has instal
notable solar/roofing projects throughout the Whigtates, including the United States Coast G
Building (Roofing-Puerto Rico), the Avaya StadiurSofar), the Orlando VA Medical Cent

(Roofing), the Marlins Stadium (Roofing) and mangrm

16. California Equipment and Leasing Association, INCCELA”), a California
corporation, was founded in 1981. CELA is a whallyned subsidiary of PDI. CELA was acquif
by PDI in 2003. CELA is the leasing and transpartaentity for PDI.

109730624

2 Beachhead Roofing & Supply, Inc.

15. Beachhead Roofing & Supply, Inc._(“BRS”), a Caliiga corporation, was founded |i
2017. BRS is an affiliate of PDI. BRS has no empés, nor does it currently install any roof
projects.

3 California Equipment and Leasing Association, Inc.
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4 Fences 4 America, Inc.

17. Fences 4 America, Inc. (“F4A"), a California corption, was founded in 2016. F4
is a wholly-owned subsidiary of PDI. F4A is therketing, sales, design and installation entity
certain consumer-facing fencing and gate projectspecified regions in the United States inclug
California, Nevada and Arizona.

5 James Petersen Industries, Inc.

JP1 is an affiliate of PDI. JPI is the marketiggles, design and installation entity for cert@nsumer

California. JPI has several DBA'’s registered imkeda County including Solar 4 America, Roo
America, Fences 4 America, HVAC 4 America and P4iAimerica.

6 PD Solar, Inc.

19. PD Solar, Inc. (the *PDS”), a California corporatjovas founded in 2009. PDS i
wholly-owned subsidiary of PDI. PDS has over 5@iplyees and primarily serves the Consu
Division in the solar marketing, sales, design amallation, including warranty service for thg
consumer projects. Since March 2009, PDS haslledtaver 25,000 solar panels adding up to
MW.

7 PetersenDean Hawaii, LLC

20. PetersenDean Hawaii, LLC_(*PDH"), a Hawaiian compamas founded in 2018. PD
is an affiliate of PDI. PDH is the marketing, saldesign and installation entity for certain cansu-
facing solar, roofing, re-roofing and hot waterasgrojects in Hawaii.

8 Petersen Roofing and Solar, LLC.

22. PetersenDean Roofing and Solar Systems, Inc. (“PDRELFlorida corporation, w3
founded in 1997. PDFL is a wholly-owned subsidiafyPDI, acquired in 2006. PDFL is t

109730624

18. James Petersen Industries, Inc. (“JPI”), a Calibooorporation, was founded in 201

facing solar, roofing and re-roofing projects iresfiied regions in the United States, primarily] i

21. Petersen Roofing and Solar, LLC (“PRS”), a Califarompany, was founded in 201
PRS is an affiliate of PDl. PRS has no employees, does it currently install any roofing/so
projects.

9 PetersenDean Roofing and Solar Systems, Inc.
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marketing, sales, design and installation entityckrtain builder and consumer-facing roofing asqg
roofing projects in Florida.

10 PetersenDean Texas, Inc.

23. PetersenDean Texas, Inc. ("“PDTX"), a Texas corjmmatvas founded in 1987. PDT|
is a wholly-owned subsidiary of PDI, acquired in020 PDTX is the marketing, sales, design
installation entity for certain builder and consufecing roofing and re-roofing projects in Texas.

11 Red Rose, Inc.

24. Red Rose, Inc. (“RR”), a Nevada corporation, wasited in 1973. RR is a wholl
owned subsidiary of PDI, acquired in 2004. RR isoafing/solar installer for residential a
commercial projects. Its main activities are th&taflation of solar and roofing systems on projéct
Nevada.

12 Roofs 4 America, Inc.

25. Roofs 4 America, Inc. (“R4A”), a California corpoian, was founded in 2016. R4A
a wholly-owned subsidiary of PDI. R4A is the mdnkg, sales, design and installation entity
certain consumer-facing roofing and re-roofing ectg in specified regions in the United Std
including California, Nevada, Arizona, Texas andriela. R4A has no employees, nor does it currg
install any roofing projects.

13 Solar 4 America, Inc.

26. Solar 4 America, Inc. (“S4A”), a California corpticn, was founded in 2014. S4A
a wholly-owned subsidiary of PDI. S4A is the maik@, sales, design and installation entity fotaier
consumer-facing solar projects in specified regimnthe United States including California, Nev4
and Arizona. S4A has no employees, nor does iieatly install any solar projects.

14 Sonoma Roofing Services, Inc.

27. Sonoma Roofing Services, Inc. (“SRSKjas acquired by PDI in 2007. SRS is a who
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owned subsidiary of PDI. SRS was incorporatedahf@nia in 1987 and installed residential roofing

and solar projects in Northern California. SRS digsolved in 2018.
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15 TD Venture Fund LLC

28. TD Venture Fund, LLC (“TDVF”), a California compamyas founded in 2017. TDV
is an affiliate of PDI. TDVF has been the acquositentity for pursuing certain solar and roof
company purchases. TDVF has no employees, noridmssall any roofing/solar projects.

16 Tri-Valley Supply, Inc.

29.  Tri-Valley Supply, Inc. (“TVSI”), a California comration, was founded in 1993. TV
is a wholly-owned subsidiary of PDI. TVSI is a viesale purchasing entity for PDI.

B. Projects

F

ng

Sl

30. The Debtors’ books and records contain a schedun@dstrating that the current under-

construction (and in-backlog) portfolio consistsapiproximately: 8,325 residential roofing proje
5,434 new solar construction projects, 427 comraérobf projects, 1,240 projects involving re-ro
sheet metal and/or miscellaneous roofing, 91 hasterage projects and 38 fence projects acrossy

(7) states. The existing portfolio consists ofjpcts located in the states of California, Hawsdéyada

Texas, Florida, Colorado, Louisiana and Arizonaee £hart of Sales Backlog and Jobs in Pro¢

attached aExhibit 1 hereto.

C. Financial Information

31. As of, April 30, 2019, the date of the Companiesinrecent audited financi
statements for the Companies’ then-ended fiscal yeasented on a consolidated basis, the Deb

total book value of assets was stated at $158omijltonsisting of the following major categorie®:

million unrestricted cash; $44.4 million in net aoats receivable; $15.7 million in inventory; $1.

million in net property and equipment; $7.1 milliof deferred income taxes; and $5.8 million
stockholder notes receivable. The Debtors’ finahand accounting staff are currently in the pre
of preparing and finalizing financial informatioarfperiods after April 30, 2019.

32.  During the fiscal year ended April 30, 2019, thebfoes’ audited financial statemer
reported revenues of $344.6 million. After diraot indirect costs, selling, general & administe]
expense, interest and financing and other expetise$)ebtors generated a consolidated net lo
$18.4 million. The Debtors’ financial and accouagtistaff are currently in the process of prepa

and finalizing financial information for periodstef April 30, 2019.
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33.  According to the Debtors’ April 30, 2019 auditedancial statements, on a consolidg
basis the Debtors used $23.9 million of cash omaijmas and generated $17.1 million of cash fi
financing activities (including $14.9 million of hproceeds from line of credit borrowings, and §
million of contributions from members and stockheskl offset by $1 million of other financir
payments) during the fiscal year ended April 3Q,20Supplemental information set forth in the A
30, 2019 audited financial statement notes thaDidetors generated unadjusted EBITDA losse
$14.1 million during the fiscal year.

D. Debtors’ Prepetition Capital Structure

34. Onorabout June 29, 2017, ACF Finco | LP (the et originated a working-line g
credit for the benefit of PDI, PDS and certain otbebtors/borrowers (collectively, the “Borrowi

Debtors”), allowing them to draw up to a maximurmpipal amount of $33 million (the “Loan”). Th

ted
om
3.2
g
DI

s of

—h

9

e

Loan was generally secured by PDI property, invant@ceivables, other PDI collateral as described

in that certain Loan and Security Agreement datete 29, 2017, executed by PDI in favor of
Lender (the “LSA”). The LSA also contained a Rewmad Credit Note, a Stock Pledge Agreemer

Continuing Limited Guaranty of James Petersen, tMalidity and Support Agreements,

Memorandum and Notice of Security Interest in lettbal Property, a Intercompany Subordinati

Agreement, and other miscellaneous documents.

35. PDI executed a guaranty dated June 29, 2017 ir faivthe Lender, guaranteeing t
indebtedness of the Companies owing to the Lernsldescribed therein (the “PDI Guaranty”). Jal
Petersen (together with PDI, the “Guarantors”) algsecuted a guaranty on June 22, 2018 in fav
the Lender, guaranteeing the indebtedness of tingp@oies owing to the Lender as described thg
(together with the LSA, the PDI Guaranty, and aelhted Loan documents are collectively, the “L
Documents.”)

36. A first amendment to the LSA was executed on JuRe2D18 that modified th
revolving credit rate, permitted total liquidity tee below $5,000,000, and waived the then-exis
defaults. A second amendment to the LSA was egdcah November 21, 2018 that increased

credit limit to $35,000,000 and waived the thenstrg defaults.
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37. On August 13, 2019, the Lender issued a noticeegalllt and Reservation of Righ
letter, identifying an event of default resultimgrh PDI's alleged failure to deliver certain finaalg
statements and maintain required minimum liquidi®n October 3, 2019, the Lender issued a n(
of Default and Reservation of Rights letter, idmg an event of default resulting from PDI’s gjié=l
failure to deliver certain financial statements

38. A third amendment to the LSA was executed on Oct®he2019 that, among oth
things, amended the default rate and modified pgezdhiinvestments, indebtedness, and elig
receivables, permitted total liquidity to be bel@®&00,000 before ballooning to $5,000,000,
waiving the then-existing defaults.

39. On November 14, 2019, the Lender issued a noti@e&fult and Reservation of Righ
letter, identifying an event of default resultingrh Borrowing Debtors’ alleged failure to maint:

total liquidity of not less than $1,000,000 as afimber 13, 2019. On December 3, 2019, Le

resulting from Borrower Debtors’ alleged failurertmintain total liquidity of not less than $5,0000(
as of December 2, 2019. On December 26, 2019, dreisdued another Notice of Default 3
Reservation of Rights letter, identifying an evehtlefault allegedly resulting from PDI’s repaymd
of certain loans/equity contributions.

40. A fourth amendment to the LSA was executed on Jgndd, 2020 providing
forbearance default period through May 22, 2020difgong permitted indebtedness, liens, g
payments, and providing for potential sale of egunterest.

41. Lender has now asserted that the Borrowing Delbtawve defaulted in their obligatio
to the Lender under the Loan Documents. As atres$tihe alleged Existing Defaults, the Lender
asserted that the outstanding indebtedness unelétdlan Documents” has become immediately
and payable to the Lender.

42. As of the Petition Date, the outstanding balanceth& Loan is approximate

$27.4 million, inclusive of interest, fees and athgpenses.
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E. Events Leading to the Commencement of the ChapterllCases

1 Debtors’ Prior Business Model and Delays in Receildes

43. Between late 2015 through the end of 2019, the @Gmmg entered into a number

consumer agreements (“Consumer Agreements”) pursoiarhich the Companies agreed to act ag

contractor for the installation of residential rmgf, solar and battery systems (the “Solar Proje&bs

individual homeowners (the_“Consumer Division”). hel Companies’ financial troubles stemn|
largely from delays in their receipt of materiadspgerform these Solar Projects. This led to sé
cancellations of the Solar Projects. The receaslblue in connection with the Solar Projects v
never paid.

44, Under the Consumer Agreements, the Companies wgeldorm the desigr
engineering, site surveys and material orderingttier Solar Projects, meaning that the bulk of
milestone payments and fees would be paid upon lebiop of the project. The Companies wo
also be responsible for purchasing the solar paimesrters and other equipment, and paying fof
design, engineering, and installation labor for phejects. Due to competitive pressures in tharg
industry, the Companies’ management felt pressioredake deals that undercut their competitor
order to win projects. As a result, managememrofigreed to insufficient gross margins, aggreq
financing terms and unrealistic timelines to cortglle work. In addition, management: submi
bids that resulted in very narrow or even neggpngdit margins; performed incomplete due diligel
on the sites, resulting in their underestimatiorihaf construction challenges posed by the sites
failed to take into consideration the likelihoodwdather and material delays, among other probl
Many of the Solar Projects consequently were dedtto create losses for the Companies, and |
losses were exacerbated by commissions that haddglieen paid to the PDI sales associateq
managers, as well as disputes over when and whathjects were complete and moneys owed tq
Companies. The Companies frequently settled tthspeites by accepting a fraction of amounts o
to them, in order to collect cash receipts soomer ta avoid the costs of litigation. Thus, even
projects where there were built-in losses, the Congs did not receive payment in full. Due to &
losses and the impact from the COVID-19 SheltelPlace orders, the Companies had to lay of

furlough half of their work force, which furtherdeced their ability to sell new work and to comgl

10
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existing projects. Moreover, the Companies hate lbacklog of new deals in order to sustain
Consumer Division business.

45.  In addition to payment delays attributable to the\ee, certain of the Companies’ larg
customers withheld payments, even after complegioimeir projects’ construction. The Compan
have pursued their legal rights and remedies tovexcsuch receivables, but the cash flow de
negatively impacted their operations. Althoughtaier of the Companies’ customers continue
improperly withhold payment, the Companies are iciemit that their continuing efforts to recover s
payments will achieve success.

46. Furthermore, as a result of the various sheltemplece orders issued by log
governments in response to COVID-19, the Compameédgheir workforce have been unable to ope
at full capacity and jobs have been closed dowmak has been halted at sites throughout the U
States. Further, some of the Companies’ workersralated trade vendors were not showing upg
work due to fears, increased childcare respongds]ifeeling ill (when such symptoms require waosk
to stay home and refrain from coming to work), tihvev inabilities to perform work resulting from t
COVID-19 crisis. This disruption has caused a slowd in collections which and significa,
reductions in revenue and cash collection delaysddCompanies

2 The Loan Default.

47.  The financial and operational difficulties descdbim the previous section and t
resulting liquidity constraints were the primaryntabuting factors to the Companies’ defaults un
the Loan Documents.

48.  Specifically, the Loan Documents capped the Congsnnaximum Loan balang
based on a “Borrowing Base” calculated with refeesto the Companies’ “current” receivables. If
Loan balance exceeded the Borrowing Base, the Dmamuments required the Companies to mak
immediate pay down of the Loan in the amount ofdHference. Moreover, the Loan Docume,
provided that once receivables aged past 90 dayd l@came “stale” receivables), they wj

automatically deleted from and caused a decrea$e iBorrowing Base; this, in turn, necessitatex
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Companies’ immediate pay down of the Loan balamcan amount proportional to the decrease.

Hence, each of the delays described in the preweadson contributed to incremental reduction$&g
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Loan Borrowing Base, ultimately requiring pay dovafghe Loan.

49. The Companies’ current executive management spamra months attempting
negotiate a forbearance agreement with the Lereferdothe most recent forbearance termination
of May 22, 202G

50. Ultimately, as a result of the parties’ inability agree on terms for extending 1{
forbearance beyond May 2020 sufficient to sustgerations, the Companies decided to file
bankruptcy protection on the Petition Date.

3 Trade Creditors, Vendors and Other Debts.

51. In connection with most of the construction proggehe Companies are, generally
be paid by certain builders at milestone completates (i.e., the builders pay per contract basg
when the roofs/solar installations were partiablynpleted). In other words, payment to the Comps
by its builder customers would not be receivedluntinths after the commencement of the projg
construction. Moreover, certain contracts coultberepaid in full to the Companies.

52. As a result of the timing delay in collecting acotsireceivable, the Companies
currently indebted to a multitude of trade creditand vendors for services and goods providg
connection with projects. In the ordinary cour$éwsiness, the Companies procure equipment
supplies for the construction of certain projectskewise, the Companies enter into subcontrag

service agreements with various parties for theiwigion of particular work related to the project®

that end, the Companies’ historical reliance orirthee of credit to sustain operations in the fade
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delayed receivables collection has left the Comgmunnable to pay a substantial amount of theiefrad

creditors and vendors.

53. In addition, PDI and PDS store certain of theireésgin the form of inventory
generally intended for use in project construction,various warehouses across the U.S.
Companies’ pre-petition cash flow situation unfoetely also resulted in an inability to timely reé

lease payments to such warehouse claimants. Tashouse claimants may have the ability to

2 It is worth noting that the Debtors’ former Poisit and certain other executives of
Companies’ Consumer Division no longer remain eygdbby the Debtors. As more fully addres
subsequently herein, the Debtors’ current managerteam has been working to reorganize
Debtors’ operations.
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statutory liens against the products stored inmt@ensure payment of amounts outstanding to tf

4 Pending Litigation

54.  The following comprise summaries of existing keigation supplied by counsel to t
Companies:

(a) Joseph Dean, an individual and derivatively on behalf of Petersen-Dean, Inc.,

Plaintiffs v. James Petersen, an individual, and Petersen-Dean Inc, a California Corporation, as

Defendants, and Petersen-Dean, Inc. as a nominal Defendant, Superior Court of California, County

Alameda, Case No. HG17868054:; Cross-Complafatersen-Dean, Inc., Cross-Complainant V.

Joseph Dean, Cross-Defendant. Joseph Dean (“Dean”) is a founder and shareholdssrdaractor PDI

along with James Petersen (“Petersen”). Dean caowedea shareholder derivative action agg
Petersen for an accounting, breach of fiduciary,ddéclaratory judgment as to ownership of PL
stock, and for constructive trust; as well as ldrggeclaims for a declaratory judgment as to PD
provide corporate records, as to directorship amatedolder status, and a claim for involunt
dissolution. PDI cross-claimed against Dean feabh of fiduciary duty, conversion, fraud, breat
contract, constructive fraud, unauthorized useusiriess name, and unfair business practices.
is a pending motion relating to the appraisal vatude heard on August 6, 2020. The Registg
Action shows that trial is presently set for JuB; 2020, but has been rescheduled due to the CO
19 pandemic (date not yet known). Discovery iscomng.

(b) The Arbitration Matter betweeNational Union Fire Insurance Company of

Pittsburgh, PA, Claimant v. Petersen-Dean, Inc., a California Corporation, Respondent. Related

Action National Union Fire Insurance Company of Pittsburgh, PA, Plaintiff v. Petersen-Dean, Inc., a

California Corporation, Defendant, United States District Court Southern DistriciNgw York, Case

No. 19 CIV 11299, United States Court of Appealsti Second Circuit, Case No 20-893. Natid

(“AIG”) issued commercial general liability poligeo roofing contractor Vaca Valley Roofing, If
(“VVR”), a wholly owned subsidiary of PDI, with aaviety of endorsements. Premiums would v
but would not exceed $2 million, and no coveragevidled until VVR paid a self-insured retenti

(allowing VVR to defend claims itself). VVR purcted excess coverage from another AIG entity

13
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catastrophic coverage. VVR was subsequently paezhly PDI. For five years, AlIG denied clai

policy. NUFIC filed for arbitration bringing claisnof breach of contract and unjust enrichment.

arbitration panel issued a pre-security award ¢d@2,000 in NUFIC’s favor. PDI petitioned the Cbo

mediation to take place on April 22, 2020. A setarediation is scheduled for June 3, 2020.

(c) The Arbitration Matter betweerSolarworld Americas, Inc., an Oregon

Corporation, Claimant v. Petersen-Dean, Inc., a California Corporation, and PD Solar, Inc., a

California Corporation, Respondents. FedArb, Inc., Case No. F17-A-VW-DF-0828. PDI and P

(collectively “PD”) contracted to procure “made WSA” solar photovoltaic panels from Solarwo
Americas, Inc. (“SWA”). SWA alleged PD failure fmy invoices, bringing claims for breach
contract, account stated, breach of guaranty, fraadspiracy to defraud, alter-ego. PD alleged
materials SWA delivered were defective and browtgitns for breach of contract, breach of warra
fraud, and declaratory relief that the materiatsrtht meet the “made in USA” standard. Dual Madi
for Summary Judgment were filed, and on August2Bd9 both were granted and denied in part.
prevailed against all of SWA's claims except breatlkontract; SWA prevailed against a numbe
PD'’s affirmative defenses. On May 4, 2020 theteatwr issued an award in SWA's favor as to bre
of contract, subject to offset to PD, as well atenest, fees, and costs, for a total awarg
$11,764,747.48. The arbitrator also found in PBX&r that the products did not meet the FTC “m
in USA” standard, entitling PD to recover any daesmgaid should PD later be found to have viol;
this standard.

(d) The Arbitration matter ofPetersen-Dean, Inc. Plaintiff v. Pacific Coast Roofers

Pension Plan, AAA Arbitration Case No 01-18-0001-8670. Relatest€ral Cas®oard of Trustees

of the Pacific Coast Roofers Pension Plan, and Pacific Coast Roofers Pension Plan, Plaintiffs v.

Petersen-Dean, Inc., a California Corporation, Tri-Valley Supply, Inc., a California Corporation,

Petersen-Dean Commercial, Inc., a California Corporation, Pacific Coast Roofing & Construction,

14
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where VVR did not pay the retention. Then, AlIGnted certain endorsements were unenforceable

and began accepting all tenders, despite no payaidht retention, yet never triggering the exgess

PDI

cross-claimed for breach of contract and breacltoaenant of good faith and fair dealing. The
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to vacate this award, which was denied and PDIfites an appeal. The Appellate Court ordered
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Inc., a California Corporation, Peter senDean Roofing and Solar Systems, Inc., a Florida Corporation,

Peter senDean Texas, Inc., a Texas Corpor ation, Sonoma Roofing Services, Inc., a dissolved California

Corporation, Red Rose, Inc., a Nevada Corporation, MDF Holdings Corp, a suspended California

Corporation, OCR Solar & Roofing, Inc., a suspended California Corporation, OCR Services, Inc., a

suspended California Corporation, Defendants; United States District Court, Northern District

California, Case No. 5:18-cv-06284. PDI and certdiits subsidiaries/affiliates (collectively “PP

were a participating multiemployer in the PacifioaSt Roofers Pension Plan (“Plan”). The H
alleges that PD withdrew completely from the Pla2017, thus triggering withdrawal liability bag
upon the 70% withdrawal rule under ERISA; that RDn default and thus entitling the Plan
accelerate payment obligations. PD disputes thatamplete withdrawal occurred, as under ER
there is an exemption and specific statutory raj@slying to the building and construction indug
exempting them from the 70% rule. Further PD dispthe Plan’s assessment of withdrawal liab
sums, and their right to collect interim paymentsilevthe dispute is being litigated/arbitrated.
number of actions arose from this dispute, buteggnt only two are active. First, in 2018 PDianétd
Arbitration which is ongoing. The Plan allegesttidile the dispute is ongoing, payments
nevertheless owed despite arbitration being ongoifthe Arbitration hearing has been set
September 2020, and the next scheduled statusreanéis June 15, 2020. Second, the Plan file
related Federal Action and brought causes of adtiopayment of withdrawal amounts, and failurg
provide information under ERISA. The Plan filedvation for Summary Judgment in the Fedd
Action which was granted on May 12, 2020. As a ltesiithe Summary Judgment, the Plan rece
a judgment of $7,463,499.
55. A Chart of Other Pending Litigation is attacheddterasExhibit 2.

F. Restructuring Efforts

56. Based in part on the events and financial condstibescribed above, | determined t
the Companies’ operations would need to be scalechdintil the Loan was properly restructured
an alternative adequate working capital line cdaddsecured to support growth associated with

construction projects.
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1 Reductions in Force and Organizational Restructurimy

staff, reducing the number of their employees fas@r 1,800 to a current total of about 1,000. 8¢
thereafter, the Companies implemented a new dalelgieting and project execution process platf
in an effort to better track and manage the congsasiales and project execution platform, finar
and risk management tools.

58. By mid-May of 2020, the restructuring of the Comieash operations (includin
(a) hiring new teams to focus on sales, sales attim and construction management/operations
(b) streamlining the finance and risk managemepadenent) and other operational improvements

been initiated. In summary, the restructuring @ffancluded (but were not limited to):

* Initiating a comprehensive financial analysis, eafihg current strategy, the
legacy project portfolio, and finances/capital reead to fund operations.

» Identifying key risks and deficiencies; reportigthe board; assessing merits of
either liquidating versus pursuing a turnaround geing concern.

» Developing a cost reduction plan to improve efficig, productivity and closing
unproductive facilities and operations.

59. The Companies continue to be called on for the tcoction of large-scale roofin
projects across the United States. Most receRi), has been in discussions to execute a m

service contract with SunPower to proceed with hewe solar installations with a contract valug

on approximately 20,000 homes as part of the Qal#o Solar Mandate requiring solar pa
installations on all new home construction in Galfia. Although these projects require developn
capital (which has yet to be provided), they caeddn a substantial development margin (in add
to the industry typical margin) if properly exeadi@nd could support a significant improvement &
Companies’ financial and operating performance.

2 Closure of Regional Offices

60. The Companies previously had additional regionde$ in Gold River, CA; Haywarg
CA; smaller office locations in Fremont, CA, andllBg, TX; and several locations in Florida. Th

offices were closed from January 2020 to May 2020.
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3 Retention of Restructuring Consultant

61. In November 2019, the Companies retained CM andetiap Capital to provids

in November 2019 to assist the Companies in nunsarestructuring matters designed to preservg
maximize the value of the Companies and their ass®tluding, but not limited to, acting as a lag
with the Lender in negotiations regarding the Ladeveloping financial projections, variance ana
or other reports, cash flow analysis, and evalgasind identifying the Companies’ cost structure
potential expense savings.

62. Although each of the actions mentioned above predwsiynificant positive results, t
instant filing could not be avoided in the facelw Lender’s increasing demands for loan repayt
which constrained already thin liquidity. As a uksthe Companies were required to seek
protection of this Court to obtain time to complégereorganization strategy that will allow them
continue as going concerns for the benefit of aftips in interest.

I.
CHAPTER 11 GOALS AND INDUSTRY OUTLOOK

63. Debtors intend to use the Chapter 11 process loateaall of their restructuring optiot
and to maximize value for the stakeholders. Trexalgoal is to seek new financing or the salthet
Companies.

64. Debtors are cognizant that, while the solar enandystry is still in its nascent stag
many participants have closed or otherwise failddvast majority of these companies wg
manufacturers of solar cells or panels, investiegvily in research and development, and attemy
to develop technological advances in increasing dffieiencies of solar energy conversion i
electricity. One example is Solyndra, a Fremoiatjf@nia based company, which ceased operal

and filed for bankruptcy years ago. Solyndra macotufred unique tubular solar panels designg

pricing has plummeted in recent years, due primaalincreased foreign capacity, thus makin

economically unviable for manufacturers with higisicstructures to compete in this dynamic indus
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65. Debtors are not a manufacturer at all, but ratrmyrdractor engaged in the design
installation of commercial and residential instidias, such as on rooftops of large subdivisios
part of the California Solar Mandate requiring sqglanel installations on all new home construc
in California, as well as battery installations d@ratlitional roof installations. As installers, ers
are primarily engaged in the oversight of instgllsolar panel systems, which include the neces
racking systems, inverters, panels and wiring, #mas, do not have any inherent financial riskhie
manufacturing or research and development of tlae sells. All solar panels are purchased base
the specific project requirements. Debtors’ risksimilar to that of a general contractor in 3
construction project, managing its costs, coupleéd minimal change orders and down-time, to en

sufficient profit margin in each project.

66. Debtors believe that the US solar industry hasiegmt growth potential, particularly

with state and federal level incentives. As esthbd participants with an excellent reputatior
installation contractors, Debtors believe that thaye a tremendous opportunity to continue t
growth.

67. The U.S. Energy Information Administration (EIA)ulod that solar, including sma
scale PV systems, grew 13.7% in 2019 comparedetdirst eight months of 2018. Small-scale sq
provided nearly one third of total solar generatmil distributed solar as a whole grew more thar
other energy source.

68. Residential solar grew 3% quarter-over-quarter &¥dyear-over-year in 2019 as
continued its rebound from 2018. Debtors belida solar installation combined with storage hs
crucial role to play in the next decade as climatiange effects worsen and energy independ
becomes more and more necessary for homeownetsuaimess owners.

69. Whereas residential and commercial solar markets hestorically been limited by th
availability of state- and utility-level incentivesolar has now become cost-effective in some ng
with only the federal investment tax credit (IT@gcelerated depreciation and net metering. This
occurred first in California, followed by other s#g, where a meaningful number of installationsel
been completed without California Solar Initiativeentives. Consequently, Debtors believe

PDI’'s primarily focus on the consumer and buildegreents of solar will position the Companies
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grow significantly over the near term.

FIRST DAY MOTIONS

Motions for Orders Directing Joint Administration of Related Cases Pursuant t(

Bankruptcy Rule 1015(b) and Local Rule 1015.

70.  Debtors request joint administration of their Clesdtl Cases.

71. | am informed by counsel that Debtors are affikades that term is defined in Sect

101(2) of the Bankruptcy Code:

» Petersen-Dean, Inc. holds 100% of the equity isteri: California

Equipment Leasing Association, Inc.; Fences 4 Acaerinc.; PD

Solar, Inc.; PetersenDean Roofing and Solar

Systens.;

PetersenDean Texas, Inc.; Red Rose, Inc.; Roofsnérida, Inc.;

Solar 4 America, Inc.; Sonoma Roofing Services,;lacd Tri-Valley

Supply, Inc.

* Mr. James Petersen holds 83.75% of the equityastsiof Petersen-

Dean, Inc.

 Mr. James Petersen owns 100% of the equity interestlames

Petersen Industries, Inc.

« Mr. James Petersen and his wife, Mrs. Tricia Petersach hold 50%

of the equity interests in Petersen Roofing andaiSdILC,

PetersenDean Hawaii LLC, and TD Venture Fund, LLC.

* Mrs. Tricia Petersen holds 100% of the equity iesés in Beachhead

Roofing & Supply, Inc.

b. Under Local Rule 1015(b)(4), most of the Debtoases are deemed

related because “the debtor in one (1) case [Retddgan, Inc.] is a majority

shareholder of the debtor in the other cases [@ald Equipment Leasing

Association, Inc.; Fences 4 America, Inc.; PD Sdlas.; PetersenDean Roofing and

Solar Systems, Inc.; PetersenDean Texas, Inc.;RRex, Inc.; Roofs 4 America,

109730624
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Inc.; Solar 4 America, Inc.; Sonoma Roofing Sersjdac.; and Tri-Valley Supply,

Inc.]”;

C. Under Local Rule 1015(b)(5), (i) Petersen-Déan, James Petersen

Industries, Inc., Petersen Roofing and Solar LL&eRenDean Hawaii LLC, and

TD Venture Fund, LLC are deemed related, and éieen Roofing and Solar LLC,

PetersenDean Hawaii LLC, TD Venture Fund, LLC, &@ehchhead Roofing &

Supply, Inc. are deemed related, because “the deb@ve the same partners or

substantially the same shareholders”;

d. Debtors share the same management;
e. There is overlap in the creditor bodies of Debtdoint administration

will avoid otherwise unnecessary and expensive icagibn of effort and papers

caused by preparing and serving the same credavitirsets of differently captioned

but otherwise identical papers; and

f. It is likely that numerous motions filed in Delp$’ cases will concern

one or more of the Debtors. Again, joint admirason will avoid unnecessary and

expensive duplication of effort and papers causggreparing the same motion with

different captions.

72.  As noted above, joint administration would greadguce the costs in administeri
Debtors’ cases and eliminate the substantial wastegecessary paperwork, duplication, and confu
that would otherwise be created by maintaining sepaleadings dockets for these related casest
motions and other pleadings filed in these casdiscamcern one or more of the Debtors. If s
motions (and related responses and other pleadivegs)required to be filed separately in each &k
Debtors’ cases, it is likely that the only matedédferences among each set of pleadings wouldhé

caption. Thus, requiring each Debtor to file sapapleadings in each matter would entail conshlel

sion
Mo

ich

O

11°]
—

a

duplication and additional paperwork at substartast, without generating any additional benefit to

creditors.
73.  The burden of not having joint administration viaé similarly felt by Debtors’ secure

and unsecured creditors, the persons whom the @oaioligated to protect in determining whethe
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authorize joint administration, according to Debta@ounsel. As with Debtors, creditors will alse
required to file multiple copies of pleadings irckeaf the cases for no reason other than to mai
separate dockets and files. Moreover, by maimgiseparate cases, some creditors may be cor
unnecessarily as to when their rights are beingcédtl. By jointly administering the estates, dedi
will receive notice of all matters involving all D®rs, thereby insuring that they are fully infodnaf
all matters potentially affecting their claims.

74.  There would be no material prejudice to creditoesevDebtors’ estates to be join
administered. Indeed, as discussed above, joinmtinagtration would benefit all creditors |
substantially reducing costs and administrativelbos in general.

75. Based on advice of Debtors’ counsel, | do not beligat an actual conflict will aris
between the Debtors’ estates.

B. Motions Pursuant to 11 U.S.C. 8 521, Fed. R. BankP. 1007 and Local Rule 1007 fg

Orders Extending Time to File Schedules and Stateme of Financial Affairs

76.  Debtors request an extension of the 14-day peddikttheir Schedules and Statem
of Financial Affairs (“SOFA”) to a 30-day period,ithout prejudice to Debtors' ability to requ
additional time should it become necessary.

77. On the Petition Date, in partial satisfaction o¢ tlequirements of Bankruptcy RU
1007, Debtors filed with this Court lists of creati holding the 20 largest unsecured claims ag
Debtors’ respective estates. Due to the large eambpressing matters present in the early staf
these Chapter 11 Cases, Debtors do not anticig#tg lable to complete the Schedules and SOR
the 14-day time period established under BankruBiag 1007(c).

78.  To prepare their Schedules and SOFA, Debtors nauspite financial information fron
books, records, and documents relating to theietassontracts and claims of creditors. T
information is voluminous and assembling the nergssformation requires a significant expendit
of time and effort on the part of Debtors and theinployees. While Debtors, with the help
professional advisors, are working diligently amgeditiously on the preparation of the Schedules

SOFA, resources are limited.
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79.  Inview of the amount of work entailed in completithe Schedules and SOFA and
competing demands upon Debtors’ employees andgsiofeals during the initial postpetition peri
Debtors will not be able to properly and accuratalynplete the Schedules and SOFA within the
day time period established under Bankruptcy RO@/{c).

80. Creditors and other parties in interest will notiagmed by the proposed extensior
the filing deadline because, even under the exteddadline, the Schedules and SOFA would be
in advance of any bar date or other significanneuethese Chapter 11 Cases.

C. Applications for Orders Authorizing Retention and Employment of Fox Rothschild LLP

as Debtor’'s Counsel, Effective as of the Petitiondde (“Fox Employment Applications”)

81. Debtors require competent bankruptcy counsel taleemssential bankruptcy leg
services during the prosecution of the Chapterdde€. Debtors selected Fox Rothschild LLP as
proposed bankruptcy counsel because of its extersiperience and knowledge in the field of debf]
and creditors’ rights and business reorganizationter Chapter 11 of the Bankruptcy Code. With
bankruptcy counsel representation, Debtors willbetble to successfully navigate the intricacie
their Chapter 11 Cases and their rights will noaequately protected. Accordingly, Debtors seg
order of the Court authorizing Debtors to retaid amploy the law firm of Fox Rothschild as cour
for the Debtors, effective as of the Petition Date.

82. Before the Petition Date, Fox Rothschild assistesl Debtors in negotiations wi
creditors, evaluation of assets and restructuriiggratives, litigation defense and corporate setw.
Due to the myriad of pressing matters that necdssitthe filing of the Chapter 11 Cases and tlese
as a result thereof, Fox Rothschild’s work sinae ¢bmmencement of the Chapter 11 Cases has
performed on an emergency basis. The complexitgnse activity and speed that have characte
these cases have necessitated that Fox Rothsocbid immediate attention on time-sensitive mat
and promptly devote substantial resources to theesentation of Debtors pending submission
approval of the Fox Employment Applications. Fogtiigchild has benefitted the estates by
diligence in prosecuting the Chapter 11 Cases.

83. Debtors selected Fox Rothschild as their counsedime of (a) its extensive experiel

and knowledge in the field of debtors’ and creditoights and business reorganizations under ch{
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11 of the Bankruptcy Code and (b) its familiarityttwthe facts and circumstances surrounding
Chapter 11 Cases given the Firm’s prepetition igration of Debtors as described below.

84. Debtors seek Court approval to retain Fox Rothddtithe expense of Debtors’ ests
to provide the legal services described hereinwlilbbe required to represent Debtors in thesep@irs
11 Cases.

85. The terms of Fox Rothschild’s retention are sethfan the Engagement Agreemg
entered into on May 14, 2020, a true and corregy od which is attached as Exhibit 1 to terified
Statement of Brett Axelrod filed by each Debtor in support of the Fox Empl@y Applications

(collectively, the “Axelrod Verified Statements”).

86.  Accordingly, Debtors believe that Fox Rothschildbsth well qualified and able {
represent their interests in the Chapter 11 Casemiefficient and timely manner and that s
representation is in the best interest of Debtbesy estates and constituents.

87. Inthe Chapter 11 Cases, Debtors anticipate thaRBohschild will render general leg

services as needed, including with respect to haotky, financial restructuring, corporate, labod

Debtors may include, but shall not be limited te following:

a. Advising Debtors of their rights and obligationsigrerformance of their
duties during administration of the Chapter 11 Gase

b. Attending meetings and negotiations with other iparin interest on
Debtors’ behalf in the Chapter 11 Cases;

c. Taking all necessary actions to protect and pres®ebtors’ estates
including: the prosecution of actions, the defeakany actions taken
against Debtors, negotiations concerning all lti@yain which Debtors
are involved, and objecting to claims filed agaitist estates which are
believed to be inaccurate;

d. Seeking this Court's approval and confirmation of pdan of
reorganization, the accompanying disclosure statenand all papers
and pleadings related thereto and in support tlenmwd attending court
hearings related thereto;

e. Representing Debtors in all proceedings beforeQGbigrt or other courts
of jurisdiction in connection with the Chapter 1lages, including
preparing and/or reviewing all motions, answers arters necessary to
protect Debtors’ interests;
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f. Assisting Debtors in developing legal positions estdategies with
respect to all facets of these proceedings;

g. Preparing on Debtors’ behalf necessary applicatiolgions, answers,
orders and other documents; and

h. Performing all other legal services for Debtorscannection with the
Chapter 11 Cases and other general corporate tayatiin matters, as
may be necessary.

88. The Debtors may, from time to time, request that Rothschild undertake speci
matters beyond the scope of the responsibilitie$osth above. Should Fox Rothschild agree, ir
sole discretion, to undertake any such specifidensit Debtors seek authority herein to employ
Rothschild for such matters, in addition to thoseferth above, without further order of this Court

89. The Debtors require knowledgeable counsel to rendese essential professio
services. As described below, Fox Rothschild héstantial expertise in each of these areas.
result, Fox Rothschild is well-qualified to perfothese services and represent Debtors’ interesie
Chapter 11 Cases.

90.  Prior to the Petition Date, Debtors retained FoxhRohild to advise them on corpor
and restructuring matters as well as litigationedsé. Therefore, Fox Rothschild is familiar W
Debtors, their business operations and their fimmondition. As such, Fox Rothschild is uniqu
qualified to represent Debtors’ interests with extgo Debtors’ businesses and financial affaird
the potential legal issues that may arise in thep@dr 11 Cases.

91. Fox Rothschild is also well suited for the typerepresentation required by Debtg
Fox Rothschild has a national practice and hasrexpze in all aspects of the law that may arisdné
Chapter 11 Cases including, among others, bankyufib@ncial restructuring, corporate, labor §
employment, tax and litigation matters.

92. A summary of the qualifications and experiencehoe attorneys who are expectel
render services to Debtors is attached as Exhibit the Axelrod Verified Statements. As set fq
therein, Fox Rothschild is well qualified to repesDebtors.

93. Accordingly, Debtors believe that the appointmehtFox Rothschild as Debtor

counsel is in the best interest of Debtors and #&tates.
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94. To the best of Debtors’ knowledge, information dalief, other than as may be
forth herein or in the Axelrod Verified Statemeatsd exhibits attached thereto, Fox Rothschild ¢
not hold or represent any interest adverse to Deglio Debtors’ estates, and Fox Rothschild
“disinterested person,” as that term is define®ankruptcy Code section 101(14), as modified
Bankruptcy Code section 1107(b), and used in BatkyuCode section 327(a), in that:

a. Fox Rothschild, its partners, of counsel and as$esi
i. are not creditors or insiders of Debtors;

il. are not and were not, within two years before tke @f this
application, a director, officer, or employee oflb@s, as
specified in subparagraph (c) of 11 U.S.C. § 101t @4d

iii. do not hold an interest materially adverse to tiherest of the
estates or of any class of creditors or equity éisléxcept as
stated herein or in the Axelrod Verified Statements

b. Fox Rothschild does not represent or otherwise haverotmaterial
connections with any persons or entities other thandisclosed in
Exhibit 3 attached to the Axelrod Verified Statements. FathRchild
will supplement these disclosures in the event hartmaterial
connections are discovered regarding persons iesrihat latebecome
identified as parties in interest in tBdapter 11 Cases.

c. Fox Rothschild does not have any connection wehjullge of this Court,
the United States Trustee for Region 17 or anygueesnployed in the
Office of the United States Trustee for the DistotNevada.
95. Debtor have been advised that Fox Rothschild hagpmwiously represented Debtg
or their members or managers other than as deddnér@in and in the Axelrod Verified Statemen!
96. Debtors have been advised that Fox Rothschild otlyreepresents the followin
creditors of Debtors:
i. ABC Supply Co. Inc.: Current client; current tracisanal adversity; and
former litigation adversity, all of which are in tters unrelated to Debtors or
Debtors’ Chapter 11 Cases;
J. AFC Finco | LP: Current transactional adversity nratters unrelated to
Debtors or Debtors’ Chapter 11 Cases;
k. AIG: Current client; Debtor has been advised @t Rothschild will not

handle, on Debtors’ behalf, any matters relating\t@; rather, Debtors will
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seek to employ conflicts counsel to handle any enattegarding AlG.
American Express: Former client; current litigatiadversity; and current
transactional adversity, all of which are in magtanrelated to Debtors or

Debtors’ Chapter 11 Cases;

. Beacon Sales Acquisition: Current transactionavesesity in matters

unrelated to Debtors or Debtors’ Chapter 11 Cases;

. Cache Valley Electric Co.: Current litigation adsigy in matters unrelated to

Debtors or Debtors’ Chapter 11 Cases;

. County of Los Angeles: Former client; current tet®nal adversity; and

former litigation adversity, all of which are in tters unrelated to Debtors or

Debtors’ Chapter 11 Cases;

. County of Sonoma: Current litigation adversity iratters unrelated to

Debtors or Debtors’ Chapter 11 Cases;

. Edgewood Partners Insurance Center: Currentthibigadversity in matters

unrelated to Debtors or Debtors’ Chapter 11 Cases;

Enterprise FM Trust: Current client in matters Ustied to Debtors or
Debtors’ Chapter 11 Cases;

H&E Equipment Services, Inc.: Current transacticamersity and former
litigation adversity in matters unrelated to Debtor Debtors’ Chapter 11
Cases;

Home Depot Credit Services: Former client; curiiigiation adversity; and
current transactional adversity, all of which are matters unrelated to

Debtors or Debtors’ Chapter 11 Cases;

. KB Home Coastal, Inc.: Current client and curreahsactional adversity in

matters unrelated to Debtors or Debtors’ ChapteCades;
KeyBank National Association: Current client; cuntretransactional
adversity; and former litigation adversity, alvaiich are in matters unrelated

to Debtors or Debtors’ Chapter 11 Cases;
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w. Key Equipment Finance: Current transactional adteirs matters unrelated
to Debtors or Debtors’ Chapter 11 Cases;

x. LCA Bank Corporation: Current transactional adugrsi matters unrelated
to Debtors or Debtors’ Chapter 11 Cases;

y. Littler Mendelson, P.C.: Former client; currentngactional adversity; and
former litigation adversity, all of which are in tters unrelated to Debtors or
Debtors’ Chapter 11 Cases;

z. Prime Revenue, Inc.: Current transactional adwemsimatters unrelated to
Debtors or Debtors’ Chapter 11 Cases;

aa. Sedgwick Claims Mgmt Services, Inc.: Current clientrrent transactional
adversity; and former litigation adversity, alvaich are in matters unrelated
to Debtors or Debtors’ Chapter 11 Cases;

bb. Sterling Bank, N.A.: Former client; current litigath adversity; and current
transactional adversity in matters unrelated tot®sbChapter 11 Cases;

cc. Telsa, Inc.: Current client and current transactioadversity in matters
unrelated to Debtors or Debtors’ Chapter 11 Cases;

dd.United Rentals (North America), Inc.: Former clieatirrent transactional
adversity; and former litigation adversity, alvaiich are in matters unrelated
to Debtors or Debtors’ Chapter 11 Cases;

ee.WSP USA Buildings: Current client; current transacal adversity; and
former litigation adversity, all of which are in tters unrelated to Debtors or
Debtors’ Chapter 11 Cases;

ff. Wells Fargo Bank, N.A.: Current client; currentnsactional adversity; and
former litigation adversity, all of which are in tters unrelated to Debtors or
Debtors’ Chapter 11 Cases;

g9.Wells Fargo Financial Leasing, Inc.: Current cliamtmatters unrelated to

Debtors or Debtors’ Chapter 11 Cases;
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hh.West Coast Equipment, LLC: Current transactionalegsity in matters
unrelated to Debtors or Debtors’ Chapter 11 Cemed;

ii. WEX: Current litigation adversity and former traosanal adversity in
matters unrelated to Debtors or Debtors’ ChapteCades.

97. Debtors have been advised that Fox Rothschild bagucted a thorough search us
its computerized conflicts check system, basederirtformation received to date from Debtors,
that Fox Rothschild attorneys have made diligefdref to search the Firm’'s records and assel
pertinent information for purposes of the Axelrodrified Statements with respect to Fox Rothschi
connections with Debtors’ creditors, parties irenaist and their respective attorneys and accoun
If Debtors obtain additional information regardihgir creditors and/or parties in interest, Debtaits
forward such additional information to Fox Rothégtlb run an updated conflict search and fil
supplement to the Axelrod Verified Statements.

98. Debtors have been advised that, from time to tibegause of the nature of F
Rothschild’s practice, Fox Rothschild may be engageone or more of Debtors’ creditors in matt
entirely unrelated the Chapter 11 Cases, or masesept parties adverse to certain creditors ir
Chapter 11 Cases on matters entirely unrelatdtet€hapter 11 Cases. Fox Rothschild may reprs

clients in litigation, transactions, insolvency asttler matters throughout the United Stapesyided,

however, that any such matter will not relate directlyidirectly to the representation of Debtorg i

the Chapter 11 Cases.

99.  Since January 13, 2020, Fox Rothschild has providebtors with a variety of leg
services relating to Debtors’ restructuring effaatsl preparation for the chapter 11 filing, inchgl
but not limited to negotiations with creditors, kaxion of assets and restructuring alternati

litigation defense and corporate services (the tiReturing Services”). Fox Rothschild was paid

these Restructuring Services in the ordinary coofsrisiness.
100. Before the Petition Date, Debtors provided Fox Rofild with payments aggregati
$657,893.70 for legal services rendered or to beéeeed in connection with the Restructuring Semsui
101. Debtors have agreed to pay Fox Rothschild’s prafaasfees on an hourly basis, p

reimbursement of actual, necessary expenses aedaftarges incurred by the Firm.
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102. Debtors have been provided with an estimated agggemonthly budget of Tw
Hundred Fifty Thousand Dollars ($250,000). Thé&ahstaffing of the Chapter 11 Cases was prov

o

ded

in the Engagement Agreement and Debtors’ genetaisel is the one who approves additional staffing

as different needs develop in the Chapter 11 Cases.
103. Debtors’ estates will suffer immediate and irrepgaharm if they are withot
representation by Fox Rothschild during the criticat few weeks of their Chapter 11 Cases.
104. No previous application for the relief requestedha Fox Employment Applicatior
has been made to this Court or any other court.

D. Applications for Orders Authorizing Retention and Employment of Epiq Corporate

Restructuring, LLC as Claims and Noticing Agent Efective as of the Petition Date

105. Debtors have well over 1,000 creditors and pamiesterest in their Chapter 11 Cas
It will be challenging and burdensome for the Debto effectively administer their Chapter 11 Cg
while ensuring notice and proofs of claim requiretseare met. Thus it is necessary that Del
utilize a claims and noticing agent to assumertsponsibility for the distribution of notices atie
processing and docketing of proofs of claim filadhe Chapter 11 Cases, and to provide assistaf
the preparation of Debtors’ Schedules and SOFAscoAlingly, Debtors seek an order of the C¢

appointing Epig Corporate Restructuring, LLC adgrtb&aims and noticing agent, effective as of

Petition Date (the_*156(c) Application”).

106. The appointment of Epiq as the Claims and Noticdggnt in these Chapter 11 Ca;
will expedite the distribution of notices and th@gqessing of claims, facilitate other administraf
aspects of these Chapter 11 Cases, and reliev&@dheof these administrative burdens. The Delj
believe that the appointment of Epiq as the Claant Noticing Agent will thus serve to maximize |
value of the Debtors’ estates for all stakeholders.

107. The Section 156(c) Application pertains only to faevices to be performed by Ej
under the Clerk’s delegation of duties permittedByU.S.C. § 156(c). Any services to be perfori
by Epiq that are set forth in the Retention Agreetnteit outside of the scope of 28 U.S.C. § 156(&

not covered by the Section 156(c) Application orthg Order. Specifically, Epiq will perform tl
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thereto (collectively, the “Claims and Noticing $ees”), to the extent requested by the Debtors:

(a) Prepare and serve required notices and documemite iGhapter 11 Cases|i

accordance with the Bankruptcy Code and the BamkyuRules in the form and manr
directed by the Debtors and/or the Court, includimig applicable, (i) notice of th
commencement of the Chapter 11 Cases and thd mégting of creditors under section 341
of the Bankruptcy Code (as applicable), (i) notafeany claims bar date (as applicab
(i) notices of transfers of claims, (iv) noticekobjections to claims and objections to trans
of claims, (v) notices of any hearings on a disatesstatement and confirmation of the a g
or plans of reorganization, including under Bankeypgrule 3017(d), (vi) notice of the effecti
date of any plan or plans, and (vii) all other oesi, orders, pleadings, publications, and g
documents as the Debtors or the Court may deemss@geor appropriate for an orde
administration of the Chapter 11 Cases;

(b) If applicable, maintain an official copy of the Dels’ schedules of assets §
liabilities and statement of financial affairs (eaktively, the “Schedules”), listing the Debto
known creditors and the amounts owed thereto;

(©) Maintain (i) a list of all potential creditors, @guholders, and other parties

interest and (ii) a “core” mailing list consistired all parties described in Bankruptcy Ru

2002(i), (j), and (k) and those parties that hadedfa notice of appearance pursuang

Bankruptcy Rule 9010; update said lists and male Isas available upon request by a p3
in interest or the Clerk;

(d) Furnish a notice to all potential creditors of thet date for the filing of proof
of claim and a form for the filing of a proof ofadin;

(e) Maintain a post office box or address for the psgof receiving claims ar
returned mail, and process all mail received,;

M Forall notices, motions, orders or other pleadings oud@nts served, prepd

and file or caused to be filed with the Clerk afidafvit or certificate of service within seve

(7) business days of service which includes (Degita copy of the notice served or the do

number(s) and title(s) of the pleading(s) servepa(list of persons to whom it was mailed
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alphabetical order) with their addresses, (iii) tm@nner of service, and (iv) the date serveq
(9) Process all proofs of claim received, includingsihceceived by the Clerk, che

said processing for accuracy, and maintain thar@aigroofs of claim in a secure area;
(h) Maintain an electronic platform for purposes afhfil proofs of claim;

(1) Maintain the official claims register for the Debfiphe “Claims Register”) o

behalf of the Clerk; upon the Clerk’s request, pevthe Clerk with a certified, duplicate

unofficial Claims Register; and specify in the @iaiRegister the following information f
each claim docketed: (i) the claim number assigGgdhe date received, (iii) the name g
address of the claimant and agent, if applicable filed the claim, (iv) the amount assert
(v) the asserted classification(s) of the claing.(esecured, unsecured, priority, etc.), and
any disposition of the claim;

()] Provide public access to the Claims Register, dioly complete proofs of clai
with attachments, if any, without charge;

(k) Implement necessary security measures to ensucethgleteness and integr
of the Claims Register and the safekeeping of tlggnal proofs of claim;

(D Record all transfers of claims and provide any aestiof such transfers
required by Bankruptcy Rule 3001(e);

(m) Relocate, by messenger or overnight delivery, faithe court-filed proofs o

claim to Epig’s offices, not less than weekly;

ck

N

=

(n) Upon completion of the docketing process for allroks received to date for each

case, turn over to the Clerk copies of the Clainegifter for the Clerk’s review (upon t
Clerk’s request);

(o) Monitor the Court’s docket for all notices of appmae, address changes, i
claims-related pleadings and orders filed and madaessary notations on and/or changg
the Claims Register and any service or mailings,lishcluding to identify and eliminaf
duplicate names and addresses from such lists;

(p) Identify and correct any incomplete or incorrect@$ses in any mailing

service lists;
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(q)  Assist in the dissemination of information to thébjic and respond to reque

Court, including through the use of a case welasitor call center;
(n Monitor the Court’s docket in the Chapter 11 Camss, when filings are mag
in error or containing errors, alert the filing paof such error and work with them to corr

any such error;

contact the Clerk’s office within three (3) daystbE notice to Epiq of entry of the org
converting the Chapter 11 Cases;

) Thirty (30) days prior to the close of the Chapidr Cases, to the exte
practicable, request that the Debtor submits toGbert a proposed order dismissing Epig

Claims and Noticing Agent and terminating its seegi in such capacity upon completion of

duties and responsibilities and upon the closinthefChapter 11 Cases;

(u)  Within seven (7) days of notice to Epiq of entryaoforder closing the Chapt
11 Cases, provide to the Court the final versiothefClaims Register as of the date immedig
before the close of the Chapter 11 Cases; and
(V) At the close of the Chapter 11 Cases, (i) box eantsport all original document
in proper format, as provided by the Clerk’s offite (A) the Philadelphia Federal Reco

Center, 14700 Townsend Road, Philadelphia, PA 191086 or (B) any other locatig

requested by the Clerk’s office; and (ii) docket@mpleted SF-135 Form indicating t

accession and location numbers of the archivedhslai

108. The Claims Register shall be open to the publieef@mination without charge durir
regular business hours and on a case-specific tgatsintained by Epiqg.

109. The Debtors are proposing to compensate Epig é€thims and Noticing Services §
forth above in accordance with the pricing scheaiti@ached to the Retention Agreement. The Del
respectfully request that the undisputed fees apéreses incurred by Epiq in the performance of
Claims and Noticing Services be treated as admatige expenses of the Debtors’ Chapter 11 Es

pursuant to 28 U.S.C. § 156(c) and 11 U.S.C. S§BHO(A) and be paid in the ordinary course
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business without further application to or ordeth& Court.
110. Epiq agrees to maintain records of all Claims amdidihg Services, including date

categories of Claims and Noticing Services, feesgdd, and expenses incurred, and to serve mg

Trustee”), counsel for the Debtors, counsel for stiagutory committee, and any party in interest
specifically requests service of the monthly inesic If any dispute arises relating to the Reter]
Agreement or monthly invoices, the parties shakt@nd confer in an attempt to resolve the disy
If resolution is not achieved, the parties may sesbklution of the matter from the Court.

111. Before the Petition Date, the Debtors provided Epigetainer in the amount
$20,000.00.

112. Additionally, under the terms of the Retention Agrent, the Debtors have agre
subject to certain exceptions, to indemnify, defeanttl hold harmless Epiq and its affiliates, par
officers, members, directors, agents, represeegtimanagers, consultants, and employees,
certain circumstances specified in the RetentionreAment, except in circumstances resulting f
Epig’s gross negligence or willful misconduct oradkerwise provided in the Retention Agreemer
the Order. The Debtors believe that such an ind#ation obligation is customary, reasonable,
necessary to retain the services of a Claims arntiNg Agent in the Chapter 11 Cases.

113. Although the Debtors do not propose to employ Epmger section 327 of th
Bankruptcy Code pursuant to the Section 156(c) isppbn (such retention will be sought by sepa
application), Epiq has nonetheless reviewed itstedaic database to determine whether it has
relationships with the creditors and parties iefiast provided by the Debtors, and, to the bethe
Debtors’ knowledge, information, and belief, anctept as disclosed in the Declaration of Sid
Garabato filed in support of the 156(c) Applicatidpiq has represented that it neither holds
represents any interest materially adverse to thletds’ estates in connection with any matte
which it would be employed.

114. The appointment of Epig as Claims and Noticing Ageifl help to expedite and mo

administrative burdens. For these reasons, Debésggectfully submit that Epiq’s appointment
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Claims and Noticing Agent is necessary and in #& nterests of the Debtors and their estates
will serve to maximize the value of the Debtorda¢ss for all stakeholders.

115. Debtors’ selection of Epig to act as the Claims Aladicing Agent has satisfied tf
Claims Agent Protocol, in that the Debtors haveamiatd and reviewed engagement proposals frg
least two other court-approved claims and noti@ggnts to ensure selection through a compet
process. Moreover, the Debtors submit, based loenghgement proposals obtained and revie
that Epiq’s rates are competitive and reasonablengtpiq’s quality of services and expertise.

116. In accordance with the Debtors’ requests, Epiq d@eed to serve as Claims 3
Noticing Agent on and after the Petition Date, Isat EEpiq can be compensated for services reng
before approval of the Section 156(c) Applicatiorhe Debtors believe that no party in interest
be prejudiced by the granting relief as of the tioeti Date as proposed in this Section 15§
Application, because Epig has provided and consinoeprovide valuable services to the Debt
estates during the interim period.

117. Accordingly, Debtors respectfully request entrytioé Order authorizing Debtors
retain and employ Epiqg as Claims and Noticing Agefective as of the Petition Date.

E. Motions for Interim and Final Orders Pursuantto 11 U.S.C. 88 361, 362, 363 and 552 a

Fed. R. Bankr. P. 4001(b) and 4001 (d): (I) Determing Extent of Cash Collateral;

(1N Authorizing Borrowing Debtors to use Cash Colhteral and Provide Adequate

Protection; (ll) Granting Related Relief: and (IV) Scheduling Final Hearing (“Cash

Collateral Motion”)

118. ACF Finco | LP (the “Pre-Petition Lender”), the sesd lender to California Equipme

Leasing Association, Inc.; Fences4America, Inc.; $ilar, Inc.; Petersen-Dean, Inc.; Petersenl
Roofing and Solar Systems, Inc.; PetersenDean Témas Red Rose, Inc.; Roofs4America, Ir
Solar4America, Inc.; Sonoma Roofing Services, Iramgd Tri-Valley Supply, Inc. (collectively

“Borrowing Debtors”) asserts that it holds a liemall of Borrowing Debtors’ personal property g

the proceeds thereof, which secures Borrowing Debtibligations to the Prepetition Lender un
the Revolving Credit Note. As a result, the Prétida Lender asserts an interest in all cash gl

Borrowing Debtors as of the Petition Date. Accogly, Borrowing Debtors seek entry of the Inte
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Order, substantially in the form attached to thelC@ollateral Motion as Exhibit 1: (1) determini
the extent of cash collateral; (2) approving BolrmywDebtors’ use of cash collateral on an inte
basis pending a final hearing on the Cash CollaMadion; (3) authorizing the Adequate Protect
Payments, granting the Pre-Petition Lender the&ephent Liens, Pre-Petition Lender’s Superprid
Claim and other forms of adequate protection asiged in the Interim Order; and (4) schedulin
final hearing on the Cash Collateral Motion.

119. On June 29, 2017, Borrowing Debtors and the Priidtetender entered into th

certain Loan and Security Agreement (the “Loan A&gmnent”), pursuant to which the Pre-Petit

Lender extended loans (the “Loan”) to Borrowing &b under a revolving credit facility at

aggregate principal sum of no greater than $3@anilivhich, by subsequent amendment, was incre

to $35,000,000 (the_“Revolving Credit Note”). Bmwing Debtors were to use all proceeds of
Revolving Credit Note for working capital purposés,refinance outstanding indebtedness owe
ZB, N.A., dba California Bank & Trust (the “Bank’and to pay expenses relating to the consumm
of the Loan Agreement.

120. The Loan Agreement, among other things, grantedPtieePetition Lender a secur

interest in all of Borrowing Debtors’ personal peoty in order to secure Borrowing Debto

obligations under the Loan Agreement (the “PretetiCollateral’), including, but not limited toll4
cash, Money (as defined in Section 1-201(24) ofUlx), Accessions, Accounts (including withg
limitation all Receivables and unearned premiunth wespect to insurance policies insuring an

the Collateral and claims against any Person fes &f, damage to, or destruction of any or alhef

>
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Collateral), Certificates of Title, Chattel Papg&ommercial Tort Claims, Deposit Accounts,

Documents, Equipment, General Intangibles, GoodsJtR-Care-Insurance Receivables, Instrums
Inventory, Investment Property, Letter-Of-CredigRis, Proceeds, Records, Software and Suppqg
Obligations, and all rights to payment for moneyuwrds advanced or sold.

121. Upon information and belief, the Pre-Petition Lendes secured party, asserts tha|
security interests in the Borrowing Debtors’ praperre properly perfected.

122. The Borrowing Debtors’ obligations to the Pre-RetitLender are further secured

that certain Collection Account Agreement, datedeJ6, 2017, entered into between Borrow
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to which Borrowing Debtors granted the Pre-Petiti@mder control over all of Borrowing Debto
deposit accounts held at the Bank.

123. In addition, Borrowing Debtors’ obligations unddret Revolving Credit Note a

secured by among the following:

a. That certain Stock Pledge Agreement, dated June2@97 (the “Stock Pledg

. That certain Collateral Pledge & Security Agreemelsdted June 22, 2018 (t

. That certain Amended and Restated Continuing Gtygralated June 22, 201

. That certain Continuing Guaranty, dated Novembe2048, pursuant to which T

. That certain Deed of Trust, Assignment of Rentgu8igy Agreement and Fixtuf

. That certain Mortgage, Assignment of Rents, Seguiigreement and Fixtur
Filing, dated November 15, 2018, pursuant to whiéVF granted to the Pre

Agreement”), pursuant to which James Petersen (Mditersen”) granted the P
Petition Lender a security interest in 100% of ¢hpital stock owned by Peters
and issued by Petersen-Dean, Inc., Tri-Valley Sypphc., and California
Equipment Leasing Association, Inc., as well asdalldends, distributions, an
other proceeds distributed in respect of the sahse“Gtock”);

“Collateral Pledge Agreement”), pursuant to which. Metersen granted the P

Debtors, the Pre-Petition Lender and Wells FargokBalational Association (the “Bank”), pursuant

e

e-
en

d

he
re-

Petition Lender a security interest in and to asketd in the bank account ending

in xxxxxxx8637 at First Republic Bank (the “FR BaAkcount”);

pursuant to which Mr. Petersen guaranteed the nepatyof Borrowing Debtors
obligations under the Loan Agreement (the “PeteGearanty”);

Venture Fund LLC (*TDVF”") guaranteed the repaymehtBorrowing Debtors
obligations under the Loan Agreement (the “TDVFE amtly,” and together wit
the Petersen Guaranty, the “Guarantees”);

Filing, dated November 15, 2018, executed by JameBetersen and Tricia )
Petersen, Husband and Wife as Joint Tenants,stsitrpursuant to which the righ
and title to the real property located at 5001 Nstdar Drive, #202 Truckee, G
96161 (the “Truckee Property”) was granted to Regtien Lender as security f
the Revolving Credit Note;

That certain Deed of Trust, Assignment of Rentgufity Agreement and Fixtur
Filing, dated November 15, 2018, executed by JafmeBetersen and Tricia )
Petersen, Husband and Wife as Joint Tenants,stsitrpursuant to which the righ
and title to the real property located at 319 Viantha, Aptos, CA 95003 (t
“Aptos Property”) was granted to Pre-Petition Lenae security for the Revolvin
Credit Note; and

Petition Lender its right, title and interest te tieal property located at 55 N Lauh
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Property and the Aptos Property, the “Real Proggi}i

Petition Lender the approximate amount of $27.4ianil(the “Pre-Petition Obligation”), which su

the Pre-Petition Lender alleges is properly secimed valid, perfected and enforceable first ptyo

security interest in the Pre-Petition Collateral.

funding and liquidity for the ongoing operation Bbrrowing Debtors’ businesses and to fund

a Cash Budget, a copy of which (pertaining to irst 6-week period following the Petition Date

attached hereto &x«hibit 3 (the “Initial Cash Budget”).
126. Due to the nature of Borrowing Debtors’ businestes primary source of value is t

collection of various receivables, which dependscompleting installation projects. Borrowi

roofing projects, 5,434 new solar construction @ctg, 427 commercial roof/solar projects, 1,
projects involving re-roof, sheet metal and/or ralemeous roofing, 91 battery storage projects3i
fence projects located in California, Hawaii, Nexadlexas, Florida, Colorado and Arizd
(collectively, the “Projects”)._ See Chart of Salkkecklog and Jobs in Process, attacheBxmsbit 1
hereto.

127. Realizing the value of Borrowing Debtors’ receiabldepends on completion of {
Projects. If Borrowing Debtors are unable to UmeRre-Petition Lender’s cash collateral to corm
operations and complete these Projects, they wilelguired to shut down and dismiss their emplay
If this happens, the Borrowing Debtors’ vendors magert mechanics’ and other such liens or

Projects and destroy any value for the Pre-Petitiender. The ensuing liquidation could virtug

benefit of the Pre-Petition Lender (and all othexddors and parties-in-interest of the Borrow
Debtors’ estates) is for Borrowing Debtors to comdi to operate, which they cannot do without

use of the Pre-Petition Lender’s cash collateral.
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Place, Lahaina, HI 96761 (the “Lahaina Propertynd éogether with the Truckee

125. Borrowing Debtors seek authorization for the useasth collateral in order to provigle

obliterate recoveries for all other stakeholders ftherefore, the best way to preserve value fer

124. As of the Petition Date, the Pre-Petition Lendeess that the Borrowers owe the Bre-

the

expenses of their Chapter 11 Cases. Borrowingddglatre seeking to use cash collateral pursugnt to

S

Debtors have over 1,000 employees nationwide, otlyresorking on approximately 8,325 residential
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128. In addition to the protection provided by BorrowibBgbtors’ continued operations, t
proposed Interim Order provides for the Pre-Petili@nder to be protected by monthly Adeqy
Protection Payments in the amount of $159,833.0@icfwBorrowing Debtors calculate to be 1
maximum amount of monthly interest owing, applythg non-default contractual rate of interest
amounts outstanding under the Revolving Credit NotReplacement Liens, and the Pre-Peti
Lender’s Superpriority Claim. Moreover, the Pre#ftat Lender’'s Loan is further protected by f{
Real Properties, the Guaranties, the Stock anBRhBank Account.

129. As set forth in the Initial Cash Budget, Borrowidgbtors project that they will need
disburse approximately $43,500,000, or $1,100,00@ oet cash flow basis, during the fitigirteen
(13) weeksfollowing the Petition Date in order to meet theperating expenses, make adeqy
protection payments to the Pre-Petition Lender@adexpenses incurred in the administration of
Chapter 11 Cases, including payment of compensafigmofessional fees and expenses. The Ir
Cash Budget is based on cash flow projections peeply the Debtor's management team
reviewed by my team at CM and me. The Companiesiagement team is working to accomp
payroll and other expense reductions necessarahilize the Companies, on a week-to-week b;
Actual results might not match projections and Bating Debtors’ actual use of cash collateral 1
need to accommodate normal variances from the ammsenforth in the Initial Cash Budget.

130. Borrowing Debtors’ request to use cash collatetakpant to the proposed Inter|
Order represents a reasonable exercise of busuégsient. As demonstrated by the Initial C

Budget, Borrowing Debtors have an immediate needHe use of the Pre-Petition Lender's C

of the Pre-Petition Lender’s Cash Collateral, Batirey Debtors would not be able to complete
Projects and preserve value for all stakeholdetisdim Chapter 11 Cases. Instead, Borrowing Del
would be faced with the potential for administratmsolvency followed by a liquidation, which W
virtually obliterate recoveries for their creditorsSee the A/R Recovery Analysis annexed here

Exhibit 5.

® See the Adequate Protection Calculation annexegtdasExhibit 4.
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131. As indicated by the Initial Cash Budget, Borrowidgbtors project that they will neé
to disburse approximately $16,500,000 or $350,00@ met cash flow basis during the first five
weeks after the Petition Date in order to fund rtlegigoing operational expenses and make the
Adequate Protection Payment to the Pre-PetitionleenAccordingly, timely approval of the propos
use of the Pre-Petition Lender’s Cash Collateralriigcal to preserving the going concern value
Borrowing Debtors’ estates from the outset of tie@er 11 Cases.

F. Motions for an Orders: (1) Prohibiting Utilities from Altering, Refusing or Discontinuing

Service: (2) Authorizing Ordinary Course Payments ¢ Ultilities: (3) Deeming Utilities

Adequately Assured of Future Performance; and (4) Bablishing Procedures for

Determining Requests for Additional Adequate Assurace (“Utilities Motions”)

132. Petersen-Dean, Inc., PD Solar, Inc., PetersenDearalHLLC, PetersenDean Roofi

and Solar Systems, Inc., PetersenDean TexasalmtRed Rose, Inc. (collectively, “Utility Debto)

cannot continue to operate without continued yt8iervices (“Utility Services”). If Utility Debta'

utility providers (collectively, “Utility Providery alter, refuse or discontinue Utilities Servicesen
for a brief period, Utility Debtors’ business op@as would be severely disrupted, jeopardizing
\value of their assets and harming their revenuéganfits. Accordingly, Utility Debtors seek arder

of the Court (a) prohibiting the Utility Providefsom altering, refusing or discontinuing serv

2d
(5)
first
ed

of

9

b

the

ce

relationships or terms to Utility Debtors; (b) anitizing payment of ordinary course payments due to

Utility Providers for Utility Services provided tbltility Debtors prepetition; (c) deeming Utili
Providers adequately assured of future performaawe;(d) establishing procedures for determir
requests for additional adequate assurance.

133. In connection with the operation of their businassgtilities Debtors receive Vit:
Utilities Services, such as waste disposal, eldtrigas, water, and communication services, f
\various Utility Providers, as listed on the Exhgbt attached to the Utilities Motions (collectivelygt

“Utilities Exhibits”).

134. Utilities Debtors intend to continue to use thelitytiProviders set forth on the Utilitie
Exhibits.  Utilities Debtors owe approximately tlagnounts listed on the Utilities Exhibits f

prepetition Utility Services provided by the UtliProviders which they seek authority to pay thio
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the Utilities Motions. Utilities Debtors estimatkat their aggregate average monthly postpet
payments to the Utility Providers are approximataly amounts listed on the Utilities Exhibits.
135. Utilities Debtors believe that they have and wdlvk adequate cash to meet all of t
necessary postpetition operating expenses on @&rtuhasis, including payments to the Uti
Providers. Utilities Debtors have specifically lumbed in their budget amounts for payments to
Utility Providers, including the payment of a depa®nsisting of a sum equal to one hundred per

(100%) of Utilities Debtors’ estimated monthly co$br Utility Services for the Utility Providers

“Utility Deposit”), based upon an average of Uidgé Debtors monthly costs for the six (6) mor
immediately preceding the Petition Date.

G. Motion For Order Authorizing Debtor To Pay Prepetition Trust Fund Taxes Pursuant To

11 U.S.C. 88 105(a), 363, 507(a)(8), And 541(d) (litt Fund Tax Motion”)

fund type taxes, including employee withholdindesand use taxes (however denominated, the “
Fund Taxes”) from its employees, customers andrqibgies, and subsequently remits such taxs

the appropriate federal, state and local taxinpauittes (each, a “Taxing Authority”).

137. TFT Debtor seeks an order authorizing, but notctimg, TFT Debtor to rem
prepetition Trust Fund Taxes owed to the approprigaxing Authorities in the ordinary course
business, as such payments become due and paydlie the extent adequate funds are availab)

make such payments. Moreover, to the extent theltegk issued or an electronic funds tran

banks or other financial institutions (collectivetyhe “Banks”) as of the Petition Date, TFT Del

fund transfer requests, and/or (b) authorize TFTbtDe to issue replacement checks, sul
replacement fund transfer requests, or providerotheans of payment to the appropriate Taj
Authorities to the extent necessary to pay alltanitting prepetition Trust Fund Taxes.

138. The Trust Fund Taxes include:

(a) Employee Withholding Taxes. In the ordinary couréusiness, TFT Debtg

as required by law, withholds from its employeesyghecks (as applicable) amounts relatg

40
109730624

136. Inthe ordinary course of business, Red Rose,(Th€T Debtor”) collects certain trus

tion

neir
ity

the
cent
a

ths

—+

»]
[rust

2S 1o

t
of
le to

sfer

requested prior to the Petition Date for paymentmist Fund Taxes has not cleared TFT Debtor’s

tor

requests that the Court (a) authorize the Banksdeive, process, honor, and pay such checks and/or

mit

ng

=

dto




FOX ROTHSCHILD LLP
1980 Festival Plaza Drive, Suite 700

Las Vegas, Nevada 89169

(702) 262-6899
(702) 597-5503 (fax)

© 00 N o o -~ w N Pk

N NN N DN DN DN NN R R R R R R R R R R
0o ~N o U1~ WN B O © 0O N O U1~ W N R O

Case 20-12814-mkn Doc 20 Entered 06/12/20 15:26:13 Page 41 of 55

federal, state and local income taxes, the emp&yeation of FICA and unemployment tax

and social security and Medicare taxes (collecyiile “Employee Withholding Taxes”). TH

Debtor forwards amounts equal to the Employee Wikdhihg Taxes to the appropriate thil
party recipients. To the extent TFT Debtor has st amounts pertaining to said taxes wik
are due, but not yet paid to any governmentalyenfiET Debtor seeks authorization to
them to such governmental entities in the ordiranyrse of business.

(b) Sales and Use Taxes. TFT Debtor collects fronoensts an assortment of st

and local sales and use taxes (collectively, tle$Sand Use Taxes”), in connection with

services TFT Debtor provides to its customers. Safel Use Taxes are charged at the poi

purchase for certain goods and services and sehdyapplicable taxing authority as

percentage of the total purchase price.

139. The process by which TFT Debtor remits the Trustd=Tiaxes varies, depending on
nature of the tax at issue and the Taxing Authdotyhich the relevant tax is to be paid. Ther
often a lag-time between the time when TFT Debtouis an obligation to pay the Trust Fund T4

and the date when payment of such taxes is dugoiggovernmental units may therefore have cla

es
-
d-
ich

ay

hte
the
nt of

a

e is
Xes

iims

against TFT Debtor for Trust Fund Taxes that haaewed, but are unpaid and not yet due, as of the

Petition Date. The relevant Taxing Authority mdsoamake retrospective adjustments to deteri
any payment deficiency or surplus for a particydariod resulting in a demand for further paym
from or refund to the taxpayer.

140. TFT Debtor estimates that the total amount of piigpe Trust Fund Taxes owing |

the various Taxing Authorities as of the Petitioat®will not exceed $600.

141. TFT Debtor collects the Trust Fund Taxes for Taxaghorities. Any failure by TFT

Debtor to pay the Trust Fund Taxes could thus heveaterial adverse impact on its ability
operate. Payment of the Trust Fund Taxes will bem&fT Debtor and its creditors by allowing Deb
to continue operations without interruption andréglucing the amount and priority of claims to
asserted against TFT Debtor’s estate.

142. Moreover, any and all checks or electronic funchgfars drawn on TFT Debtor

accounts relating to the payment of prepetitionsTfund Taxes owed to Taxing Authorities carj
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readily identified as relating to authorized paytseaf Trust Fund Taxes to Taxing Authoritig
Therefore, TFT Debtor believes that checks andtreleic transfers other than those for authori
Trust Fund Taxes will not be honored inadvertently.

143. The requested relief is integral to the contintopgration of TFT Debtor’s business 3
its successful reorganization. Accordingly, paymanprepetition Trust Fund Taxes by TFT Debf
and honoring and payment of related checks and fiarfer requests by the Banks, is in the
interest of TFT Debtor’s estate and all partiemterest.

| verify under penalty of perjury that the foregpistatement is true and correct to the bes
my information, knowledge and belief.

Executed this 12day of June 2020.

/sl Jeffery Perea
JEFF PEREA
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EXHIBIT 1
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Sales Sales Jobs in Jobs in Jobs in Remaining Jobs | Remaining Jobs Net Net

Total Total Backlog Backlog Progress Progress Progress in Progress in Progress Count Contract Values
Sales Category Count | Contract Values| Count | ContractValues| Count | Contract Values |% Complete| % Compl Count | % Compl Values | at 4/21/20 at4/21/20
Commercial Recover 32 270,027 13 99,527 19 170,500 56 8 74,491 21 174,019
Commercial Solar 29 2,311,711 12 1,304,105 17 1,007,606 58 7 418,358 19 1,722,463
Commercial New 361 17,360,749 163 7,146,570 198 10,214,178 71 58 3,006,033 221 10,152,603
Customer Service 253 5,898,631 76 3,874,543 177 2,024,088 57 75 861,654 151 4,736,197
Fences 38 788,872 14 397,625 24 391,247 46 13 211,508 27 609,134
Gutters 299 2,189,651 215 1,031,898 84 1,157,753 77 19 262,463 234 1,294,361
Residential New 8,325 98,758,357 4,112 96,921,676 4,213 1,836,681 73 1,151 501,965 5,263 97,423,641
Residential Other 848 23,430,818 603 17,059,789 245 6,371,029 69 76 1,975,656 679 19,035,445
Residential Reroof 262 7,513,058 114 3,133,834 148 4,379,224 43 85 2,505,354 199 5,639,188
Sheet Metal 1,013 8,275,272 533 3,958,207 480 4,317,065 65 166 1,491,978 699 5,450,185
Solar Retrofit 1,780 53,945,547 487 11,771,771 1,293 42,173,776 45 707 23,047,969 1,194 34,819,740
Solar New Constructiof 5,434 27,024,299 3,801 15,566,375 1,633 11,457,923 45 901 6,319,045 4,702 21,885,420
Storage Retro 91 2,754,890 29 641,195 62 2,113,695 46 34 1,145,411 63 1,786,607
Totals 18,765 250,521,883 10,172 162,907,118 8,593 87,614,766 58 3,300 41,821,885 13,472 204,729,002
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CA County
Case name Case Number Non-CA
Aasen v. Pulte Home Corporation RIC1816319 Riverside
Abarca v. Centex Homes, LLC VCU268791 Tulare
Abarca v. Pulte Home Company LLC MSC19-01247 Contra Costa
Aguilar v. Greystone Nevada LLC A-15-727916-D NV/Clark

Allen v. Kiper Development, Inc.

MSC18-00375

Contra Costa

Almendarez v. Centex Homes

S-1500-CV-281306 SPC

Kern

Altea v. Centex Homes 30-2018-01031819-CU-CD-CXC  |Orange
Alvizo v. Beazer v. PD CV2017-008234 AZ/Maricopa
Andrus v. Pulte RG18901406 Alameda
Arcas v. Beazer CV201900582 AZ/Pinal
Arrendondo v. KB Home Sacramento, Inc. CV(CS14-0000891 Sutter

Bacon v. KB Homes Sacramento, Inc. CV14-1692 Yolo
Ballesteros v. U.S. Home Corp. A-15-714219-D NV/Clark
Barton v. Taylor Morrison 01-19-0000-8372 AZ/Maricopa
TM Homes v. DOES CV2018-053970

Bashford v. Pulte Home Corporation STC-CV-UCD-2017-9280 San Joaquin
Basulto v. Centex Homes 18CECG02001 Fresno
Beebe v. IMC S-CV-0041943 Placer
Bernal v. Pulte Home Corporation RG18916573 Alameda
Blardony v. Discovery Builders, Inc. MSC17-02166 Contra Costa
Boffman v. Beazer 19AVCV00238 Lancaster
Bolden v. John Mourier Construction, Inc. CVCV19-00363 Yuba

Booker v. Centex Homes VCU 261784 Tulare

Bosco v. Meritage Homes of California FCS050494 Solano

Boyle v. Pulte MSC19-00082 Contra-Costa
Bragg v. Woodside O5N, LP and WDS GP, Inc. 34-2017-00216866 Sacramento
Brisco v. Meritage Homes of California, Inc. SCV0041420 Placer
Brooks v. Far West RIC1905217 Riverside
Camberos v. Centex 16CECGO03457 Fresno
Carter v. Centex Homes S-1500-CV-281398 Kern

Chavez v. Beazer CV2017-008233 AZ/Maricopa
Chiotti v. K. Hovnanian Homes of Northern California, Inc. 18CV328410 Santa Clara
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PetersenDean, Inc. & Affiliates
13 Week Cash Flow Forecast
All$ in ,000s
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PRIVILEGED & CONFIDENTIAL

PRELIMINARY DRAFT - SUBJECT TO CHANGE

CF Week
Week Ending

Receipts
Current A/R Receipts
Less: Joint checks
Past Due Receipts
Receipts on future billings

Total Customer Collections
Other Inflows

Total Receipts

Payroll
Payroll

Operational Disbursements
Material Vendors, Other Suppliers
Fuel
Transportation & Equipment Rentals
Insurance/Benefits
Utilities / Rent / Leases
Subscriptions
Legal (Ordinary Course)
Employee Reimbursement
Tax (Local)

Petty Cash Transfers

Staffing & Employee Related
Credit Card Fees

Service Finance

Debt (Principal, Interest, Fees)
Refunds and Credits

Other Payables

Operational Disbursements
Net Operational Cash Flow

Restructuring Disbursements
Fox Rothschild
Conway MacKenzie/Riveron
Imperial Capital
EPIQ (Noticing Agent)
Lender Counsel (W)
UCC Counsel
UCC FA
US Trustee

Total Restructuring Disbursements
Net Cash Flow before Financing
Net Credit Facility Draws/ (Repayments)
Sweeps
Debt Service - Ares
Adequate Protection

Transfer of PPP Funds

Total Net Cash Flow

Beginning Book Cash Balance”
Adjustment to beginning book cash
Total Net Cash Flow

Ending Book Cash Balance®

(1) Includes balance of PPP funds beginning W/E 6.5.2020

Actual Forecast Forecast Forecast Forecast Forecast
0 1 2 3 4 5 5
6/5/2020  6/12/2020  6/19/2020  6/26/2020  7/3/2020  7/10/2020 Weeks

4,707 1,346 1,737 2,367 3,346 2,670 11,466
(469) -
1,431 1,907 477 - 795 4,610

4,238 2,777 3,645 2,844 3,346 3,464 16,075
) - - - - - ;
4,233 2,777 3,645 2,844 3,346 3,464 16,075
1,295 1,327 1,327 1,200 1,150 950 5,954
606 1,200 1,450 1,400 1,600 1,600 7,250

- 46 46 46 46 46 230

15 50 - - - - 50
136 193 193 193 193 193 965

- 75 - - - - 75

6 10 - - - - 10

- 65 10 10 23 10 118

1 2 2 2 2 2 8

0 2 - - - - 2

10 30 30 30 30 30 150
105 125 125 125 125 125 625

0 2 - - - - 2

0 25 - - - - 25

22 25 25 25 25 25 125
113 100 100 100 100 100 500
1,016 1,949 1,981 1,931 2,143 2,131 10,133
1,922 (499) 337 (287) 53 384 (11)
393 38 - - - - 38
160 305 - - - - 305
40 - - - - - -
593 343 - - - - 343
1,328 (841) 337 (287) 53 384 (354)
2,916 - B - . B 3
(4,036) - - - - - -
512 - - - - - B
720 (841) 337 (287) 53 384 (354)
(2,867) 3,111 2,270 2,607 2,320 2,373 3,111
5,258 -
720 (841) 337 (287) 53 384 (354)
3,111 2,270 2,607 2,320 2,373 2,757 2,757
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13 Week Cash Flow Forecast PRIVILEGED & CONFIDENTIAL
AllS in ,000s PRELIMINARY DRAFT - SUBJECT TO CHANGE
Actual Forecast Forecast Forecast Forecast Forecast
CF Week 0 1 2 3 4 5 5
Week Ending 6/5/2020  6/12/2020  6/19/2020  6/26/2020  7/3/2020  7/10/2020 Weeks

Supplemental Schedule:

Revolving Loan Roll Forward

Beginning Balance 28,510 27,401 27,453 27,453 27,453 27,453 27,401
+Draws 2,916 - - - - - -
-Payments/Sweeps (4,036) - - - - - -
+Fees 11 53 - - - - 53
Outstanding Loan Amount 27,401 27,453 27,453 27,453 27,453 27,453 27,453
Availability/ (Over Advance) (11,172) (10,753) (11,062) (10,651) (10,691) (10,934) (10,934)
A/R Roll
Beginning A/R Balance 50,157 48,718 49,242 48,899 49,356 49,311 48,718
+Net Billings 3268 3,301 3301 3,301 3,301 3,194 16,398
-Collections (4,707 (2,777 (3,045) (2,844) (3,346) (3,464) (16,075
Ending A/R Balance 48,718 49,242 48,899 49,356 49,311 49,041 49,041

Credits/Discounts/Other - - - - - _ -
Ineligible A/R 25317) 25317) 25317) (25317) 25317) 25317) (25317

Eligible A/R 23,401 23,925 23,581 24,039 23,994 23,724 23,724

Borrowing Base Roll Forward
Outstanding Balance

Eligible AR @ 90% 21,061 21,533 21,223 21,635 21,594 21,351 21,351
Eligible Inventory @ 10% 500 500 500 500 500 500 500
Borrowing Base 21,561 22,033 21,723 22,135 22,094 21,851 21,851
Availability Blockers & Reserves 5,000 5,000 5,000 5,000 5,000 5,000 5,000
Rent Reserve 332 332 332 332 332 332 332
Allowable Availability 16,229 16,701 16,391 16,803 16,762 16,519 16,519
Revolving Loan Limit 35,000 35,000 35,000 35,000 35,000 35,000 35,000

Bank Cash Reconciliation

Ending Bank Cash Balance 6,057 2,813 3,150 2,863 2,916 3,300 3,300
~Check Float (2,712 (543) (543) (543) (543) (543) (543)
-Receipts not posted to A/R (233) - - - - - -
Ending Book Cash Balance” 3,111 2,270 2,607 2,320 2,373 2,757 2,757
A/P Roll
Beginning A /P Balance 59,212 60,692 60,996 61,602 62,248 62,672 60,692
+Invoices 2,602 2,596 2,586 2,577 2,567 2,557 12,883
-Payments (1,609) (2,291) (1,981) (1,931) (2,143) (2,131) (10,476)
Ending A/P Balance 60,692 60,996 61,602 62,248 62,672 63,099 63,099

Cash Receipts Reconciliation

Bank Receipts
WF 3,530
Other Accounts 202

Total Bank Deposits 3,732
- Current wk receipts not yet posted (233)
+ Prior wk receipts posted in current wk 739

Total Book Deposits 4,238
- Non-AR Deposits 5
+ Joint Checks 469

Total A/R Receipts 4,713
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EXHIBIT 4
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Peteresen Dean Inc. & Affiliates

Cash Collateral - Adequate Protection Estimate

Updated June 12, 2020

All figures in $ USD

(a) Outstanding ACF Loan Balance at Filing Date

(b) Non-Default Rate Premium to LIBOR
Current 3-Month Libor

(c) Minimum of: 3-Month LIBOR or 1%
Non-Default Rate

Annual Interest

Monthly Interest/Adequate Protection Payment

Notes:

Doc 20 Entered 06/12/20 15:26:13

Baseline
S 27,400,000

5.50%
0.31%
1.00%
6.50%
1,781,000

$ 148,417

(a) Outstanding balance per 6/7/20 Borrowing Base Certificate

(b) Per original loan agreement
(c) Baseline rate as of 6/12/2020

Scenario (Low)
S 27,400,000

5.50%
0.31%
0.50%
6.00%
1,644,000

S 137,000
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Scenario (High)
S 27,400,000

5.50%
0.31%
1.50%
7.00%
1,918,000

S 159,833



