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

Chapter 11
In re:
Case No. 24-90614 (CML)
Kal Freight Inc., et al.,
(Joint Administration Requested)
Debtors.!

DEBTORS’ EMERGENCY MOTION FOR ENTRY OF INTERIM AND FINAL
AUTHORIZING DEBTORS TO (I) MAINTAIN AND CONTINUE TO OPERATE
UNDER FACTORING AND SECURITY AGREEMENT IN ORDER TO SELL
ACCOUNTS POST-PETITION TO TRIUMPH PURSUANT TO 11 U.S.C. SECTION
363(B), (C), (F), AND (M); (IT) OBTAIN CREDIT FROM TRIUMPH PURSUANT TO 11
U.S.C. SECTIONS 364(C)(1), (C)(2), AND (D)(1); (IIT) GRANT ADEQUATE
PROTECTION IN THE FORM OF FIRST PRIORITY LIENS AND SECURITY
INTERESTS ON PROPERTY OF DEBTORS’ ESTATES PURSUANT TO 11 U.S.C.
SECTIONS 361 AND 363(E); (IV) AMEND THE FACTORING AND SECURITY
AGREEMENT AND GRANT TRIUMPH BUSINESS CAPITAL ADDITIONAL LIENS;
(V) AUTHORIZE THE DEBTORS TO USE CASH COLLATERAL AND GRANT
TRIUMPH ADEQUATE PROTECTION; (VI) ANNUL AND MODIFY THE
AUTOMATIC STAY; AND (VIT) GRANT RELATED RELIEF ALL RETROACTIVELY
TO THE PETITION DATE

Emergency relief has been requested. Relief is requested not later than December 6, 2024.

If you object to the relief requested or you believe that emergency consideration is not
warranted, you must appear at the hearing if one is set, or file a written response prior to
the date that relief is requested in the preceding paragraph. Otherwise, the Court may
treat the pleading as unopposed and grant the relief requested.

A hearing will be conducted on this matter on December 6, 2024 at 2:00 p.m. (prevailing
Central Time). Participation at the hearing will only be permitted by an audio and video
connection.

Audio communication will be by use of the Court’s dial-in facility. You may access the
facility at (832) 917-1510. Once connected, you will be asked to enter the conference room
number. Judge Lopez’s conference room number is 590153. Video communication will
be by use of the GoToMeeting platform. Connect via the free GoToMeeting application
or click the link on Judge Lopez’s homepage. The meeting code is “JudgeLopez”. Click
the settings icon in the upper right corner and enter your name under the personal
information setting.

1 The Debtors in these Chapter 11 Cases, along with the last four digits of each Debtor’s federal tax identification
numbers, are: Kal Freight Inc. (0249); Kal Aviation LLC (2600); Kal Partz Inc. (0139); Kal Trailers & Leasing
Inc. (0840); and KVL Tires Inc. (0320). The location of the Debtors” service address in these chapter 11 cases is
10156 Live Oak Ave., Fontana, CA 92335.
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Hearing appearances must be made electronically in advance of both electronic and in-
person hearings. To make your appearance, click the “Electronic Appearance” link on
Judge Lopez’s homepage. Select the case name, complete the required fields and click
“Submit” to complete your appearance.

The above-captioned debtors and debtors in possession (collectively, the “Debtors”),
including Debtor Kal Freight Inc. (“Kal Freight”), state the following in support of this motion
(this “Motion”).

JURISDICTION AND VENUE

1. The United States Bankruptcy Court for the Southern District of Texas (the
“Court”) has jurisdiction over this matter pursuant to 28 U.S.C. § 1334. This matter is a core
proceeding within the meaning of 28 U.S.C. 8 157(b). The Debtors confirm their consent, pursuant

to Rule 7008 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), to the entry

of a final order by the Court.
2. Venue is proper pursuant to 28 U.S.C. 88 1408 and 1409.
3. The bases for the relief requested herein are sections 105, 361, 362, 363, 364, 503,

and 507 of Title 11 of the United States Code (the “Bankruptcy Code”), Bankruptcy Rules 2002

and 4001, and rules 4002-1 and 9013-1 of the Bankruptcy Local Rules for the Southern District of
Texas (the “Local Rules”).

RELIEF REQUESTED

4. The Debtors seek the entry of an interim order, substantially in the form attached
hereto as Exhibit A (the “Interim Order”),? and a final order (the “Final Order”)? that, among other

things:

2 Capitalized terms used in this summary chart but not otherwise defined have the meanings ascribed to them in
the First Day Declaration (defined below), Post-Petition Agreements (defined below), or the Interim Order, as
applicable.

8 The Debtors will file the form of Final Order prior to the Final Hearing (as defined herein).
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. authorize Kal Freight and Triumph to (i) enter into the Post-Petition Chapter
11 Bankruptcy Rider to the Factoring Agreement (‘“Bankruptcy Rider”); (ii)
enter into the Conversion Addendum (the “Conversion Addendum”) to
Factoring and Security Agreement; (iii) operate and continue operating
without interruption under the Factoring and Security Agreement dated
April 25, 2017 as amended, restated, and supplemented, including the Non-
Purchase Advance-Addendum thereto dated August 18, 2023 (the
“Factoring Agreement”), the Bankruptcy Rider, and the Conversion
Addendum (the Factoring Agreement, together with the Bankruptcy Rider
and the Conversion Addendum, the “Post-Petition Agreements’). Copies of
the Post-Petition Agreements are attached as Exhibit 1 to the Interim Order;

b. authorize the Debtors to use proceeds of the Post-Petition Agreements and
Cash Collateral, in accordance with the terms of the Interim Order and the
Final Order, the Post-Petition Agreements, and the Budget solely for (1)
working capital and other general corporate purposes, (2) permitted
payment of costs of administration of the chapter 11 cases (the “Cases”),
(3) payment of fees and expenses as approved by the Court;

i grant to Triumph, among other things, a perfected first and senior ownership
interest in all Purchased Accounts (as defined herein);

d grant to Triumph adequate protection liens and superpriority administrative
expense claims against each of the Debtors’ estates, with respect to the Post-
Petition Obligations (as defined below) with priority over any and all
administrative expenses, subject to the terms hereof;

. grant to Triumph, among other things, valid, enforceable, non-avoidable,
and duly perfected first-priority liens and security interests in the DIP
Collateral (as defined herein) and all proceeds, replacements, accessions,
and substitutions thereof;

t authorize the Debtors’ ongoing grants of liens and security interests in all
assets to continue to secure all of the Debtors’ existing, ongoing, and future
debts and obligations to Triumph;

u, authorize the Debtors’ ongoing guarantees of the Debtors’ existing,
ongoing, and future debts and obligations to Triumph;

h. subject to entry of the Final Order (as defined herein), waive with respect
to Triumph, the Collateral (as defined herein), and the Cash Collateral (as
defined herein) (a) the rights of the Debtors and the estates to surcharge
pursuant to Bankruptcy Code section 506(c); (b) the applicability of the
“equities of the case” exception under Bankruptcy Code section 552(b); (c)
any claims or causes of action that may be brought; (d) rights to assert
marshalling; and (e) other rights and claims as set forth herein;

i subject to entry of the Final Order (as defined herein) and the rights of
parties in interest under section 39 of the Interim Order, grants releases to
Triumph
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waive any applicable stay (including under Bankruptcy Rule 6004) and
provide for immediate effectiveness of the Interim Order and operation
under the Post-Petition Agreements; and

k. schedule a final hearing (the “Final Hearing”) to consider the relief
requested herein and entry of the Final Order in a form, and with a budget,
acceptable to Triumph in its discretion, and approving the form of notice
with respect to the Final Hearing.

BACKGROUND

L. General Background

5. On the date hereof (the “Petition Date™), the Debtors each commenced with this
Court a voluntary case under chapter 11 of the Bankruptcy Code. The Debtors are authorized to
continue to operate their business and manage their properties as debtors in possession pursuant to
sections 1107(a) and 1108 of the Bankruptcy Code. No trustee, examiner, or statutory committee
of creditors has been appointed in these Cases.

6. The Debtors were founded in 2014 with just six trucks and have grown into an
integrated transportation and logistics business. The Debtors provide exceptional and cost-
effective hauling and other logistics solutions to their customers and serve as a “one-stop shop”
for independent owner-operators in the trucking industry. As of the Petition Date, the Debtors are
engaged in four business lines focused on the United States trucking and logistics industries,
generally organized into (i) KAL Freight; (ii) KAL Partz; (iii) KAL Trailers & Leasing; and (iv)
KVL Tires.

7. The factual support for this Motion and additional information regarding the
Debtors’ business and capital structure and the circumstances leading to the commencement of
these Chapter 11 cases is set forth in the Declaration of Bradley D. Sharp in Support of Debtors’
Chapter 11 Petitions and First Day Relief, which has been filed with the Court contemporaneously

herewith and is incorporated by reference herein.
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Il The Factoring Agreement, the Bankruptcy Rider, and the Conversion Addendum
(i.e. the Post-Petition Agreements)

8. On or about April 25, 2017, Triumph and Kal Freight entered the Factoring
Agreement, which entitled Triumph to, among other things, purchase Kal Freight’s accounts
arising from the sale of goods and/or transportation services provided to Kal Freight customers.
Under an addendum, Triumph also agreed to loan up to $3.5 million to Kal Freight on account of
certain Non-Purchased Accounts. A copy of the Factoring Agreement, Bankruptcy Rider, and
Conversion Addendum, inclusive of the amendments thereto, is attached to the proposed Interim
Order as Exhibit 1.

9. The Factoring Agreement is governed by the laws of the state of Texas. The
Factoring Agreement is intended to serve as the basis for both a sale of Kal Freight’s (and certain
affiliates”) accounts, in respect to those accounts for which payments are made by Triumph at an
advance rate of up to 99%, and in addition, a security agreement encumbering Kal Freight’s assets
to secure its obligations under the Factoring Agreement (the “Collateral’”). As of the Petition Date,
many of Kal Freight’s (and certain affiliates”) accounts were sold to Triumph under the Factoring

Agreement. The term “Purchased Accounts” is defined in section 1.37 of the Factoring Agreement

as “Accounts purchased hereunder which have not been Closed.” The maximum aggregate
advance amount under the Factoring Agreement is $20 million. Any and all obligations and
indebtedness of whatever kind or nature arising under and owing to Triumph under the Post-
Petition Agreements, including the Pre-Petition Obligations and any other obligations of any
Debtor to Triumph arising before and after the Petition Date, are hereafter the “Post-Petition
Obligations.”

10. In order to provide Kal Freight with additional liquidity, Kal Freight has requested:

(a) that Triumph purchase under the Conversion Addendum, Eligible Accounts that comprise some
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or all of the Non-Purchased Accounts that had been financed under the Non-Purchase Advance
Addendum; (b) suspension of Triumph’s obligations under the Non-Purchase Advance
Addendum; (c) authorization to enter into the Conversion Addendum; and (d) authorization to
grant Triumph a first lien and security interest in the Additional Cash Account (as defined in the
Conversion Addendum) and the other Collateral. A copy of the Bankruptcy Rider and Conversion
Addendum for the Factoring Agreement is attached to the proposed Interim Order as part of
Exhibit 1.

11.  The debts and obligations to Triumph that arose before the commencement of the
Cases relating solely to Triumph’s Purchase of Accounts and Triumph’s advances on Non-
Purchased Accounts is no less than $8,544,198.57 as of December 5, 2024. The total outstanding
to Triumph due from Kal Freight, Kal Way Inc., SPG Transportation Inc., Pro Tec Inc is no less
than $17,278,907.23 as of December 5, 2024. In addition, under the Factoring Agreement and
certain other agreements (as summarized in the proposed Interim Order), Kal Freight is also liable
to Triumph and to Triumph’s related entity, TBK Bank SSB (“TBK?”) for debts of entities related
to or affiliated with Kal Freight (some, but not all of which are Debtors in these Cases) as to which
any Debtor is a guarantor, co-obligor, and/or provided collateral to secure their obligations (all of

the foregoing are hereby defined as the “Pre-Petition Obligations™). Such debts and obligations

are hereafter the “TBK Debts.” The TBK Debts total not less than not less than $72,305,639.15 as
of December 2, 2024.

12.  The Debtors are in default in the Pre-Petition Obligations to Triumph. The Debtors’
Pre-Petition Obligations to TBK are addressed in the Debtors’ Emergency Motion for Interim and

Final Orders (A) Authorizing the Use of Cash Collateral, (B) Providing Adequate Protection, (C)
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Modifying the Automatic Stay, and (D) Scheduling a Final Hearing (the “Cash Collateral

Motion™).

13.  The Debtors are proposing to stipulate, subject to standard challenge rights of
parties in interest, that Triumph holds an unavoidable, duly perfected first priority ownership
interest in the pre-petition Purchased Accounts and the proceeds thereof, and an unavoidable, duly
perfected first priority lien and security interest in all of the Collateral and the proceeds thereof
including, but not limited to any Non-Purchased Accounts, other Accounts, and other assets that

also serve to secure the Factoring Obligations (collectively, the “Pre-Petition Liens). The

Debtors’ Stipulations are set forth in Exhibit 1 to the Interim Order.

14. In addition to the Pre-Petition Liens in Kal Freight’s assets, Kal Freight’s
Obligations to Triumph are also secured by pre-petition liens and security interests granted to
Triumph by the other Debtors herein and by non-Debtors Kal Way Inc., SPG Transportation Inc.,
Pro Tec Inc., Kaltrans Inc, Kalway Inc, and certain individual guarantors (Kalvinder Singh,
President of the Debtors, and Sukhvinder Singh). Kal Way Inc., SPG Transportation Inc., Pro Tec
Inc., Kaltrans Inc, Kalway Inc, Randhawa & Randhawa Transport, Inc., Kalvinder Singh, and

Sukhvinder Singh, collectively, the “Non-Debtor Third Parties.” The Debtors and Non-Debtor

Third Parties granted liens and security interests in favor of Triumph pursuant to, among other
things, Cross Collateralization/Default and Guaranty Agreements, Unconditional Guarantees,
Guarantor’s Security Deed, Deeds of Trust and/or Mortgages, and pursuant to various other
agreements with TBK under which the obligor agreed to guaranty, or be liable for, Kal Freight’s
obligations to Triumph and/or grant Triumph liens and security interests to secure those

obligations.
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15.  Although Kal Freight is the contracting party under the Factoring Agreement, all
Debtors have pledged their assets pre-petition to secure any obligations thereunder. The Debtors
now propose to continue this structure under the Post-Petition Agreements. The terms of the Post-
Petition Agreements were negotiated in good faith and at arm’s length between Kal Freight and
Triumph.

CONCISE STATEMENT OF THE MATERIAL TERMS OF THE MATERIAL

TERMS OF THE INTERIM ORDER PURSUANT TO BANKRUPTCY
RULE 4001 AND THE COMPLEX CASE PROCEDURES

16.  The following chart contains a concise summary of the material terms of the
proposed Interim Order (and Final Order to follow), together with references to the applicable
sections of the Interim Order and other relevant source documents, including the Post-Petition
Agreements, as required by Bankruptcy Rules 4001(b)(1)(B) and 4001(c)(1)(B) and the
Procedures for Complex Chapter 11 Cases in the Southern District of Texas, effective September

18, 2024 (the “Complex Case Procedures™).*

Bankruptcy Code Summary of Material Terms
DIP Borrowers /
Guarantors Kal Freight is the contracting party under the Post-Petition Agreements, but all
Bankruptcy Rule Debtors are obligors and pledgors.
4001(c)(1)(B)

DIP Factoring Lenders
Bankruptcy Rule
4001(c)(1)(B)

DIP Agent
Bankruptcy Rule N/A
4001(c)(1)(B)

Triumph Financial Services LLC f/k/a Advance Business Capital LLC d/b/a Triumph
Business Capital (“Triumph”).

4 The summaries contained in this Motion are qualified in their entirety by the provisions of the documents
referenced. To the extent anything in this Motion is inconsistent with such documents, the terms of the applicable
documents control.
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Bankruptcy Code

Summary of Material Terms

Term
Bankruptcy Rule
4001(b)(1)(B)(iii),
4001(c)(1)(B)

The Term of the Post-Petition Agreements is set forth in sections 1.46 and 12.1 of the
Factoring Agreement, as amended from time to time and as modified by section 10 of
the Bankruptcy Rider and the Conversion Addendum. The Term of the Post-Petition
Agreements is one year, subject to automatic annual renewals, which shall continue
until the earlier of: (i) termination by Kal Freight upon 30 days’ written notice to
Triumph, and (ii) termination by Triumph by filing a notice with the Bankruptcy Court
on the earlier of (a) 30 days after entry of the Interim Order if the Final Order has not
been entered by such time, (b) on the occurrence of any Event of Default, or (c)
immediately upon Kal Freight receiving notice from the IRS, the state of Texas, or the
state of California of the Debtor having committed one or more defaults on its post-
petition obligations that may become owing to any of the foregoing.

Post-Petition
Agreements

Kal Freight and Triumph shall be immediately authorized to enter into, and continue
to operate under and in accordance with, the Post-Petition Agreements and the Interim
Order seamlessly and without interruption as if Kal Freight had not filed chapter 11.
Kal Freight shall be authorized to enter into the Conversion Addendum and to grant
Triumph a first lien and security interest in the Additional Cash Reserve and the
Collateral to secure the Debtors’ Post-Petition Obligations (except the TBK Debts) to
Triumph. The Debtors shall be authorized to execute, deliver, and perform their
obligations under the Post-Petition Agreements and under all other documents,
instruments, and agreements necessary to effectuate and carry out the terms of the Post-
Petition Agreements and the Interim Order. The Post-Petition Agreements, including,
without limitation, the Bankruptcy Rider and the Conversion Addendum, shall be
approved in all respects, retroactively, as of the Petition Date, pursuant to, without
limitation, Bankruptcy Code sections 363(b)(1), (d), (e) and (f). All of the following
transactions also shall be approved: (i) Kal Freight’s sale of Accounts to Triumph and
Triumph’s Payments therefor; (ii) Triumph’s advances to Kal Freight; (iii) the granting
of liens and security interests to Triumph, to secure the Post-Petition Obligations
(except the TBK Debts); (iv) the Debtors’ continued liability for all of the Post-Petition
Obligations (except the TBK Debts); (v) the granting of adequate protection to
Triumph for the Post-Petition Obligations (except the TBK Debts); and (vi) all other
transactions contemplated by the Post-Petition Agreements. Kal Freight shall be
authorized to enter into the Conversion Addendum, to sell Eligible Accounts to
Triumph in accordance therewith, and to grant Triumph a continuing lien and security
interest in the Additional Cash Reserve (as defined in the Conversion Addendum) and
the Collateral, arising or created both before and after the Petition Date, to secure the
Post-Petition Obligations (except the TBK Debts). Triumph shall be authorized to
purchase Eligible Accounts and otherwise operate in accordance with the Conversion
Addendum. See Interim Order, { 2.
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Bankruptcy Code

Summary of Material Terms

DIP Factoring
Commitments
Bankruptcy Rule
4001(c)(1)(B)

The “Maximum Advance” on account of Purchased Accounts under the Post-Petition
Agreements is $20,000,000. See Fifth Amendment to Factoring Agreement, § 1. The
Maximum Advance is aggregated between Kal Freight and certain affiliated entities.
Additionally, the Post-Petition Agreements provide for a Non-Purchase Advance
Facility of up to $3,500,000. See Non-Purchase Advance Addendum.

Triumph and Kal Freight shall be expressly authorized to continue to operate under the
Factoring Agreement without interruption, and Triumph shall be authorized to
continue to purchase accounts and make advances, subject to the Post-Petition
Agreements, in the same manner as Triumph did prior to the Petition Date, including
requiring and obtaining the same collateral security, lien rights, and priority in the
Debtors’ assets that it maintained pre-petition, to obtain liens in the Debtors’ post-
petition assets, and, notwithstanding any provision to the contrary in Bankruptcy Code
section 553 or otherwise, to adjust, offset, setoff, and recoup Kal Freight’s Pre-Petition
Obligations against post-petition accounts and collateral and to adjust, offset, setoff,
and recoup Post-Petition Obligations (except the TBK Debts) against pre-petition
accounts and collateral during the pendency of the Cases and any subsequent Chapter
7 case without interruption as if the Debtors had not filed Chapter 11. Triumph shall
be further authorized to apply collections on Accounts purchased pre-petition, and
advanced upon pre-petition, to either or both obligations of the Debtors arising pre-
petition and post-petition and to apply collections on accounts purchased post-petition,
and advanced against post-petition, to either or both obligations of the Debtors arising
pre-petition and post-petition (except the TBK Debts). Triumph is authorized to
demand, and the Debtors required to immediately pay, the amount of any Reserve
Shortfall pursuant to the terms of the Post-Petition Agreements, including any
applicable charges therein. See Interim Order, § 7.

Sale of Accounts

Bankruptcy Rule
4001(c)(1)(B)

Kal Freight shall be authorized to sell Accounts to Triumph and Triumph shall be
authorized, in its sole Discretion (as defined in the Factoring Agreement), to purchase
Accounts and make Payments, advances, and overadvances, and to provide any other
financial accommodations to Kal Freight, after deduction by Triumph of amounts as
permitted by the Post-Petition Agreements. Kal Freight is authorized and required to
comply with all obligations under the Post-Petition Agreements, including, without
limitation, Kal Freight’s obligation to repurchase Purchased Accounts. Triumph shall
be the absolute owner the Purchased Accounts (and proceeds thereof) purchased in
accordance with the Interim Order and the Post-Petition Agreements, free of any
claims, liens, and interests. See Interim Order, 1 3.

Conditions of
Advances
Bankruptcy Rule
4001(c)(1)(B)

Triumph may exercise its Discretion in choosing to buy the Purchased Accounts. See
Factoring Agreement, 8 2.1.

5
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Bankruptcy Code

Summary of Material Terms

Interest Rate
Bankruptcy Rule
4001(c)(1)(B)

The Finance Rate under the Post-Petition Agreements with respect to each purchased
account is the Prime Rate plus 1%, with a 4% floor on the Prime Rate. See Third
Amendment to Factoring Agreement. Additionally, the Non-Purchase Advance
Facility provides for a Finance Rate equal to the Prime Rate plus 1%, with a Prime
Rate Minimum of 6%. See Non-Purchase Advance Addendum, § 1. The Prime Rate
is as set forth in the Money Rates section of The Wallstreet Journal or, if unavailable,
a rate from a comparable index substituted by Triumph. See Factoring Agreement, §
1.34.

Use of Post-Petition
Agreement and Cash
Collateral
Bankruptcy Rule
4001(b)(1)(B)(ii)

The proceeds of the Post-Petition Agreements shall be used solely for (1) working
capital and other general corporate purposes, (2) permitted payment of costs of
administration of the Case, (3) payment of fees and expenses as approved by the Court.
Additionally, the parties intend to continue to perform under the Factoring Agreement,
as modified by the Bankruptcy Rider, consistent with historical practice, and the
Conversion Addendum as described above. See Interim Order, 1 7.

Entities with Interests
in Cash Collateral
Bankruptcy Rule
4001(b)(N(B)(i)

Triumph and certain other prepetition secured parties, as addressed by the Debtors’
separate cash collateral motion.

Fees
Bankruptcy Rule
4001(c)(1)(B)

The Post-Petition Agreements provide for Factoring Fees of 0.1%, Early Termination
Fees of 5% of the Maximum Advance, Default Fees, and other expense reimbursement
provisions. See Factoring Agreement, § 1.12, 1.34, 3, 17, Third Amendment to
Factoring Agreement. Additionally, the Debtors are required to pay any Reserve
Shortfall to the extent that that the unpaid balance of purchased accounts falls below
the Required Reserve Amount, which includes the amount of accounts purchased
prepetition. To the extent that a Reserve Shortfall remains unsatisfied, Kal Freight is
obligated to pay an amount equal to 9% over the Prime Rate. See Factoring Agreement
84.

Budget
Bankruptcy Rule
4001(c)(1)(B)

The initial Budget is attached to the proposed Interim Order as Exhibit 2.

Reporting Information
Bankruptcy Rule
4001(c)(N(B)

Paragraph 11 of the Interim Order provides reporting and budgeting information,
including variance reports to be delivered by the Debtors to Triumph.

Chapter 11 Milestones
Bankruptcy Rule
4001(c)(1)(B)

None.
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Bankruptcy Code

Summary of Material Terms

Liens and Priorities
Bankruptcy Rule
4001(c)(D(B)(1)

Paragraphs 13, 16, and 19 of the Interim Order specify the DIP Liens and the DIP
Superpriority Claims granted for the benefit of Triumph.

Pursuant to the Post-Petition Agreements, and as authorized by section 364(c)(1) and
(d)(1) of the Bankruptcy Code, as security for all Post-Petition Obligations (except the
TBK Debts), Triumph will be indefeasibly granted, a valid, binding, enforceable, and
perfected, sole ownership interest in all Purchased Accounts, and a first and senior
priority security interest and lien (the “DIP Lien”) in all property and assets of the
Debtors and all products, proceeds, substitutions, and additions thereto, including
without limitation, all of Debtors’ assets including, but not limited to, all of the
Debtors’ rights, title and interest in and to each of the following, wherever located and
whether now or hereafter existing or now owed or hereafter acquired or arising:
Accounts (including Non-Purchased Accounts and lease receivables), Chattel Paper,
Deposit Accounts, Goods, Inventory, Equipment, Instruments, Investment Property,
Documents, Letter of Credit Rights, Letters of Credit, Commercial Tort Claims,
General Intangibles, all policies of insurance, including unearned premiums,, the
Additional Cash Reserve under the Conversion Addendum, all books, records, reports,
memoranda, and/or data compilations, in any form (including, without limitation,
corporate and other business records, customer lists, credit files, computer programs,
printouts and any other computer materials and records) pertaining to any of the
foregoing, and all products, proceeds, replacements, additions, and substitutions of any
and all of the foregoing (collectively, the “DIP Collateral”), provided that (a) the DIP
Lien shall exclude claims or causes of actions arising pursuant to Bankruptcy Code
sections 506(c), 544, 545, 547, 548, 549, 550, 553, and 724 (“Avoidance Actions™),
but shall include the proceeds of Avoidance Actions subject to entry of the Final Order,
and (b) the DIP Lien in any DIP Collateral (other than the Purchased Accounts in which
Triumph is the sole owner free and clear of any liens, encumbrances, and free and clear
of the Carve-Out (as defined in section 46 herein)) will only be subject to any senior,
valid, properly perfected, unavoidable liens or security interests in existence as of the
Petition Date, or that are perfected subsequent to the Petition Date as permitted by
section 546(b) of the Bankruptcy Code (the “Permitted Liens). The security interest
and liens granted to Triumph in the DIP Collateral shall be in a first priority lien
position, subject only to the Permitted Liens and the Carve-Out.

Additionally, pursuant to section 364(c)(1), (c)(2), (c)(3), and (d) of the Bankruptcy
Code, the Post-Petition Obligations (except the TBK Debts), shall have priority in
payment over any administrative expenses or charges that are or may be incurred after
the filing of the Petition (the “Triumph Superpriority Claim”), including, without
limitation, expenses, charges or claims of the kind specified in sections 503(b), 506(c),
and 507(a) and (b) of the Bankruptcy Code, or other claims arising under sections 105,
326, 328, 330, 331, 365, 726, 1113, or 1114 of the Bankruptcy Code; provided that the
Triumph Superpriority Claim shall be junior to the Carve-Out and, pending entry of
the Final Order, shall not be payable from proceeds of Avoidance Actions.

The Triumph Superpriority Claim shall be subject only to the Permitted Liens and the
Carve-Out, and shall not be made subject to or be made pari passu with or to any claim
heretofore or hereinafter granted in these Cases or Successor Case. For purposes of the
Interim Order (and not the Cash Collateral Order), the TBK Debts shall not constitute
an administrative expense under section 503(b) of the Bankruptcy Code.
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Bankruptcy Code

Summary of Material Terms

Carve Out
Bankruptcy Rule
4001(c)(1)(B)

Paragraph 46 of the Interim Order defines the Carve-Out.

Except with respect to the Excluded Assets described in the Cash Collateral
Order, each of the DIP Lien, DIP Superpriority Claim, and Adequate
Protection Liens shall each be subject to and subordinate to payment of the Carve-
Out. As used herein, the “Carve-Out” means the sum of (i) all fees required to be paid
to the Clerk of the Court and all statutory fees payable to the Office of the United States
Trustee under section 1930(a) of title 28 of the United States Code plus interest at the
statutory rate, which amounts shall not be limited by any budget (without regard to the
notice set forth in (iii) below); (ii) all reasonable fees and expenses up to $25,000
incurred by a trustee under section 726(b) of the Bankruptcy Code (without regard to
the Carve-Out Trigger Notice (as defined herein)); (iii) up to the amounts set forth for
each Professional in the Budget, to the extent allowed at any time, whether by interim
order, procedural order, or otherwise, all unpaid fees and expenses (and any monthly,
restructuring, or sale fees to the extent earned prior to the date of the Carve-Out Trigger
Notice (as defined herein)) (the “Allowed Professional Fees”) incurred by (or payable
to) persons or firms retained by the Debtors pursuant to sections 327, 328, or 363 of
the Bankruptcy Code (the “Debtor Professionals”) (which, as of the date of the Interim
Order means, Pachulski, Stang, Ziehl & Jones, LLP, Development Specialists, Inc.,
and Stretto, Inc.) and any official committee of unsecured creditors (the “Committee
Professionals” and together with Debtor Professionals, the “Professionals™) at any time
before the date of delivery of the Carve-Out Trigger Notice by Triumph, whether
allowed by the Court prior to or after delivery of a Carve-Out Trigger Notice; and (iv)
Allowed Professional Fees of the Professionals in an aggregate amount not to exceed
$250,000 incurred on or after the date of delivery of the Carve-Out Trigger Notice, to
the extent allowed at any time, whether by interim order, procedural order, or otherwise
(the amount set forth in this clause (iv) being the “Post Carve-Out Trigger Notice

Cap”). For purposes of the foregoing, “Carve-Out Trigger Notice” shall mean a written
notice delivered by email (or other electronic means) by Triumph to the Debtors, their
restructuring counsel (Pachulski Stang Ziehl & Jones LLP), the U.S. Trustee, and
counsel for any official committee of unsecured creditors, which notice may be
delivered following the occurrence of a Post-Petition Event of Default, stating that the
Post Carve-Out Trigger Notice Cap has been invoked. The Debtors shall, on a weekly
basis commencing on the second week of the Budget (or as otherwise contemplated in
the Budget if fees are accrued but not paid during certain weeks), transfer into a
segregated account (which may be the trust account of Debtors’ counsel), not subject
to the control of Triumph (the “Professional Fees Account”), an amount equal to the
amount budgeted for the Professionals for the preceding week in the Budget. Upon the
delivery of the Carve-Out Trigger Notice, the Debtors shall deposit all available cash
on hand into the Professional Fees Account until such amounts therein equal the Carve-
Out. The Professional Fees Account, and all funds held therein, shall remain property
of the Debtors’ estates unless and until they are paid to the Professionals following
Court approval of a fee application seeking approval of the same (if required), and
shall be available only to satisfy obligations benefitting from the Carve-Out, and
Triumph (i) shall not sweep or foreclose on any such available cash of the Debtors
until the Professional Fees Account is fully funded, and (ii) shall have a first priority
lien and security interest on any residual interest in the Professional Fees Account
available following satisfaction in cash of the Carve-Out.

LA:4861-1428-3496.5 47520.00001
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Summary of Material Terms

Challenge Period
Bankruptcy Rule
4001(c)((B)

Recital C of the Interim Order provides certain stipulations, acknowledgments, and
waivers by Kal Freight in favor of Triumph, subject to standard challenge rights of
parties in interest. Paragraph 39 of the Interim Order sets forth a customary challenge
period for any objection. Paragraph 47 of the Interim Order provides that no more than
$25,000 of the DIP Collateral may be utilized by the Committee Professionals to
investigate the Debtors’ Stipulations and the prepetition liens and claims of Triumph.

The Debtors’ Stipulations are approved and confirmed; provided that other parties-in-
interest shall have up to and not more than seventy-five (75) days after entry of the
Interim Order (and, with respect to an official committee of unsecured creditors, sixty
(60) days after formation thereof) to complete an investigation of the Debtors’
Stipulations and: (a) Triumph’s sole ownership interest in pre-petition Purchased
Accounts and the proceeds thereof; (b) the validity, enforceability, priority of the liens
and security interest granted to Triumph in the Debtors’ pre-petition Collateral (as
defined in the pre-petition Factoring Agreement); and (c) the validity or enforceability
of the Releases; or (d) the amount of Triumph’s claims against the Debtors that arose
before the commencement of the Cases (collectively, the “Challenge Period”);
provided, however, on motion filed before the end of the Challenge Period, the end of
the Challenge Period is subject to extension by written agreement of Triumph or by
order of the Court for good cause shown. If, by no later than the end of the Challenge
Period, none of the categories of parties listed in the preceding sentence file a motion
for standing attaching a proposed complaint or, to the extent such party already has the
requisite standing, commence a proceeding with the Bankruptcy Court contesting, or
otherwise seeking a declaration of Triumph’s ownership interest in any pre-petition
Purchased Accounts, the validity, enforceability, priority of the liens and security
interest granted to Triumph in the pre-petition Collateral, including Non-Purchased
Accounts, or the amount of Triumph’s claims against the Debtors that arose before the
commencement of the Cases, or the Releases then, as of the expiration of the Challenge
Period, all parties and other persons and entities shall be deemed to be forever barred,
waived and/or estopped from: (a) seeking to prevent or impair Triumph’s rights to
retain payment of any Purchased Accounts and Non-Purchased Accounts, (b)
contesting the Debtors’ Stipulations or Triumph’s ownership interest in any Purchased
Accounts, (c) contesting the validity, enforceability, priority of Triumph’s rights,
claims, liens, and security interest as of the Petition Date; or (d) contesting the validity
or enforceability of the Releases; or (e) contesting the amount of Triumph’s claims
against the Debtors that arose before the commencement of the Cases.

LA:4861-1428-3496.5 47520.00001
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Adequate Protection
Bankruptcy Rules
4001(b)(N(B)(iv),

4001(c)(1)(B)(ii)

Paragraphs 16 of the Interim Order sets forth the Adequate Protection Liens granted
as adequate protection to Triumph.

As adequate protection: (i) to secure the Post-Petition Obligations (except the TBK
Debts); (ii) to the extent, that due to the use of any pre-petition assets by the Debtors,
Triumph suffers a decrease in the value of Triumph’s interest in the Debtors’ pre-
petition assets; (iii) in connection with the Debtors” use of Cash Collateral; (iv) with
respect to the impairment, if any, of Triumph’s interest in the Cash Collateral; and (v)
to secure all of the Debtors’ obligations to Triumph under the Post-Petition
Agreements and the Interim Order (except the TBK Debts), Triumph is hereby
indefeasibly granted, a valid, binding, enforceable, and perfected first and senior
ownership interest in all Purchased Accounts and valid, binding, enforceable, and
perfected security interests and liens in the DIP Collateral to the same extent, validity
and priority as existed pre-petition (the “Adequate Protection Lien”), subject to the
Permitted Liens and the Carve-Out and junior and subordinate to the DIP Lien.

The Adequate Protection Lien shall be in a first-priority lien position, subject only to
the Permitted Liens and the Carve-Out, and shall not be made subject to or be made
pari passu with or to any lien or security interest heretofore or hereinafter granted in
these Cases or the Successor Case.

In no event shall any person or entity at any time interfere with, impair, or otherwise
seek to enforce any right or privilege that may in any way interfere with or adversely
affect any of the rights interests and claims provided to Triumph by the Debtors under
the Interim Order and under the Post-Petition Agreements, including but not limited
to, Triumph’s exclusive rights to receive and retain Proceeds of all Purchased Accounts
and all Non-Purchased Accounts.

LA:4861-1428-3496.5 47520.00001

15




Case 24-90614 Document 7 Filed in TXSB on 12/05/24 Page 16 of 37

Events of Default
Bankruptcy Rule
4001(c)(N(B)

Paragraph 22 of the Interim Order provides that each of the following shall be an Event
of Default under the Post-Petition Agreements and the Interim Order: (i) any of the
Debtors violate any material provision of the Interim Order or the Post-Petition
Agreements; (ii) an “Event of Default” (as defined in the Post-Petition Agreements)
occurs; (iii) the appointment of a trustee or an examiner with substantial powers over
any the Debtors or their estates; (iv) the dismissal or conversion of these Cases to
chapter 7; (v) the granting of relief from the automatic stay to permit any party to
recover possession of any property necessary and material to the operation of the
Debtors’ business; (vi) any successful challenge to the amount, validity, or
enforceability of Triumph’s ownership of Accounts, the validity or enforceability of]
its liens, or the assertion of any other claim against Triumph in or related to these
Cases; (vii) any of the Debtors fail to file when due any tax reports or forms or other
mandatory filings with any state, local, or federal agency; (viii) any of the Debtors seek
any amendment, modification, or extension of the Interim Order without the prior
written consent of Triumph, and no such consent shall be implied by any other action,
inaction or acquiescence of Triumph; (ix) any of the Debtors fail to pay the amounts
set forth in the Budget for payment of Professional Fees or U.S. Trustee fees, at the
time identified in the Budget into the Professional Fees Account (defined herein); (x)
any of the Debtors fail to pay, within five (5) business days of Court approval, any
post-petition fees or costs due to any Professional; (xi) failure to deliver to Triumph,
within three business days after the Petition Date, fully executed Reaffirmation
Agreements from Pro Tec Inc., SPG Transportation Inc., Kalway Inc., and Kaltrans
Inc., Kalvinder Singh, and Sukhvinder Singh; (xii) a material violation of an order of
this Court; (xiii) failure to pay adequate protection payments to TBK at the times and
in the amounts required in the Cash Collateral Order, or other material breach of the
Cash Collateral Order; (xiv) the Chief Restructuring Officer of the Debtors is not
formally in place on the Petition Date and, subject to the oversight of the new
independent Board of Directors, is not in full and exclusive management control of the
Debtors and their assets; (xv) the Chief Restructuring Officer either voluntarily or
involuntarily ceases to be in full and exclusive management control of the Debtors and
their assets (subject to the oversight of the new independent Board of Directors,) or
otherwise becomes disassociated from the Debtors and no replacement has been
selected acceptable to Triumph in its Discretion; (xvi) Kal Freight shall cease to
operate its business; (xvii) all Post-Petition Obligations (except TBK Debts) due
Triumph are not repaid in full, without setoff, recoupment or deduction, by no later
than the earlier of conversion or dismissal of the chapter 11 case, or, the effective date
of any confirmed Plan, unless Triumph agrees to and consents, in writing, to other
treatment under a Plan; (xviii) Debtors’ fail to maintain a minimum cash balance at the
end of each week of $400,000, after all expenses in the Budget for that week have been
paid in full; (xix) the failure to pay at the times set forth in the Budget the full amount
of the “Proceeds from Owner’s and Company’s Real Estate; (xx) the actual “Net Cash
Flow” each for each rolling four-week period in the Budget is more than 15% less
favorable than the amounts projected in Budget for such period; (xxi) at any time,
failing to pay, deposit, or withhold when required by law any of the fees, taxes, or other
obligations of the types described in the Debtors’ Emergency Motion for Entry of an
Order (1) Authorizing the Payment of Certain Taxes and Fees and (I1) Granting Related
Relief; (xxii) the actual Total Revenue Receipts amounts received for each rolling four-
week period in the Budget is more than 15% less than the projected Total Revenue
Receipts amounts in the Budget for such period; or (xxiii) a Final Order with a budget,
each in a form and substance satisfactory to Triumph in its Discretion, is not entered
before the expiration of the period covered by the Budget. Triumph is under no
obligation to agree to purchase any Accounts or continue to provide any post-petition
financing under the terms of a Final Order. Any Post-Petition Event of Default shall
conclusively be deemed a material default under the Post-Petition Agreements and the
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Bankruptcy Code

Summary of Material Terms

Interim Order. The Debtors shall immediately notify Triumph in writing upon the
occurrence of a Post-Petition Event of Default.

Waiver/Modification
of the Automatic Stay
Bankruptcy Rule
4001(c)(1)(B)(iv)

Paragraphs 23 and 24 of the Interim Order contemplate that the automatic stay imposed
by Bankruptcy Code 8§ 362(a) will be modified, to the extent necessary, to implement
and effectuate the terms and conditions of the Interim Order. Paragraph 24 provides
that to the extent Triumph seeks to exercise any rights and remedies under the Interim
Order following the occurrence of an Event of Default, such rights and remedies may
only be exercised following notice and a hearing, which may be conducted on an
emergency basis of at least 5 business days’ notice.

Indemnification
Bankruptcy Rule
4001(c)(1)(B)(ix)

Section 14 of the Factoring Agreement and Section 3 of the Non-Purchase Advance-
Addendum provide for indemnification of Triumph.

STATEMENT REGARDING SIGNIFICANT PROVISIONS

17. In accordance with paragraph 8 of the Complex Case Procedures, the Debtors

disclose as follows:

Plan Confirmation Milestone. The Post-Petition Agreements do not
contain Plan Confirmation Milestones.

Cross Collateralization or “Roll Up”. The Post-Petition Agreements
effectively cross-collateralize and roll-up the Pre-Petition Obligations
(except the TBK Debts) and make them post-petition obligations of the
Debtors, which will be secured by substantially all assets of the Debtors.
This Motion also seeks authority for Kal Freight and Triumph to continue
to perform under the Factoring Agreement in the same manner as such
parties performed thereunder pre-petition.

Requirement that Postpetition Loans Be Used to Repay Prepetition Debt.
This Motion requests authority for Kal Freight and Triumph to continue to
perform under the Factoring Agreement in the same manner as such parties
performed thereunder pre-petition, as modified by the Bankruptcy Rider
and the Conversion Addendum, including, inter alia, authority to apply
collections on accounts purchased pre-petition to pre- and Post-Petition
Obligations (except the TBK Debts) and authority to adjust, offset, setoff,
and recoup the Post-Petition Obligations (except the TBK Debts) against
Pre-Petition Accounts and Collateral. Additionally, the Debtors are
required to pay any Reserve Shortfall to the extent that that the unpaid
balance of purchased accounts falls below the Required Reserve Amount,
which includes the amount of accounts purchased prepetition. To the extent
that a Reserve Shortfall remains unsatisfied, Kal Freight is obligated to pay
an amount equal to 9% over the Prime Rate. Kal Freight is also subject to
certain Repurchase Obligations arising, inter alia, when a Payor has
indicated an unwillingness or inability to pay a purchased Account or the
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Purchased Account remains unpaid for over 90 days. See Interim Order,
5-8.

d Liens on Proceeds of Avoidance Actions. The DIP Collateral expressly
excludes Avoidance Actions, but does include the proceeds thereof subject
to entry of the Final Order.

C. Default Provisions and Remedies. Upon the occurrence of any Event of
Default and the filing of a notice of occurrence of such Event of Default
with the Bankruptcy Court, Triumph shall have the right to cease
performing under the Post-Petition Agreements and the Debtors’ right to
use Cash Collateral shall automatically terminate; however, to the extent
that Triumph desires to exercise any further rights and remedies under the
Post-Petition Agreements, including directing the Debtors (or any
superseding trustee) to immediately surrender and deliver peaceful
possession of all the DIP Collateral to Triumph, Triumph may only exercise
such rights and remedies upon notice and a hearing, which may be heard on
an emergency basis with no less than five (5) business days’ notice.

t. Limitations on the Use of Cash Collateral Other than General “Carve-
Outs” to Pay Approved Fees and Expenses of Advisors to Official
Committees or Future Trustees. The Debtors are limited to use of Cash
Collateral in accordance with the Budget for the purposes described herein
and the Interim Order.

u, Priming Liens. The Post-Petition Agreements do not provide for any non-
consensual priming liens.

h. No Limitation on the Ability of Estate Fiduciaries to Fulfill their Duties.
Except insofar as the Interim Order contains restrictions on the use of the
Carve-Out, proceeds under the Post-Petition Agreements, and Cash
Collateral as described above, there is no further limitation on the ability of
estate fiduciaries to fulfill their duties, other than certain restrictions on the
non-ordinary course sale of Triumph’s Collateral or the incurrence of
indebtedness without Triumph’s prior written consent, as contained in
paragraph 30 of the Interim Order.

THE POST-PETITION AGREEMENTS

L. Kal Freight Has an Immediate Need to Continue to Perform under the Post-
Petition Agreements and Allow the Debtors to Access Cash Collateral

18. Kal Freight has an immediate need to perform under the Post-Petition Agreements
and thereby allow the Debtors to obtain the proceeds thereof and use Cash Collateral, to fund

operations, capital expenditures, and the administrative costs of these Cases. As of the Petition
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Date, the Debtors have insufficient cash on hand to operate their enterprise and continue paying
their obligations as they come due. Moreover, the Debtors’ business is cash-intensive, with
significant daily costs required to satisfy obligations to their customers, landlords, vendors, and
employees.

19.  Without access to sufficient liquidity under the Post-Petition Agreements,
consistent with past practices, Kal Freight’s ability to continue operations is severely jeopardized
because substantially all of Kal Freight’s (and certain affiliates”) receivables were sold pursuant to
or encumbered under the Factoring Agreement prepetition. As such, Kal Freight would have to
rely on the generation of receivables on a post-petition basis to fund its post-petition operations,
which receivables are unlikely to be paid on an immediate basis but rather upon longer trade terms.
Kal Freight, along with the other Debtors, does not have enough cash on hand as of the Petition
Date to ensure their ongoing ability to operate post-petition until they begin to receive payments
on receivables generated post-petition. Accordingly, the Debtors require immediate access to
additional liquidity as made available under the Post-Petition Agreements, consistent with
historical practices.

20. Moreover, without use of Cash Collateral, the Debtors will be unable to
meaningfully continue their operations to the severe detriment of all stakeholders. Because the
Debtors operate in a competitive industry, a seamless transition into chapter 11 and the ability to
continue uninterrupted operations is imperative to preserve relationships with the Debtors’
suppliers and the loyalty and goodwill of their customers, vendors, and employees. The Debtors
and their advisors have carefully reviewed and analyzed the Debtors’ projected cash receipts and
disbursements and prepared a initial Budget outlining the Debtors’ postpetition cash needs over

the initial weeks of the Cases, a copy of which is attached to the proposed Interim Order as
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Exhibit 2.6 Without continued performance under the Post-Petition Agreements and access to
Cash Collateral, the Debtors will not be able to meet or satisfy their post-petition obligations.

21. Kal Freight believes that its continued performance under the Factoring Agreement,
as modified by the Bankruptcy Rider and the Conversion Addendum, provides the Debtors with
sufficient liquidity to maintain their operations and provide sufficient runway to successfully
reorganize, consistent with historical practice. Continued performance pursuant to the Post-
Petition Agreements will allow the Debtors to: (a) continue satisfying obligations to the Debtors’
contract counterparties; (b) provide the liquidity necessary to honor amounts owed to critical
vendors, as well as to continue favorable trade terms with such parties; (c) reassure other
stakeholders, including the Debtors’ customers and employees, that the Debtors have sufficient
funds to continue operating in the ordinary course; (d) fund the Debtors’ payroll obligations; and
(e) fund the administrative costs of these Cases.

22.  Accordingly, Kal Freight’s performance under the Post-Petition Agreements will
provide much needed stabilization to the Debtors’ business operations and ensure the Debtors’
ability to operate as a going-concern, preserving value of the Debtors’ estates for the benefit of all
stakeholders.

Il Alternative Sources of Financing Are Not Available on Better Terms

23. In evaluating possible financing sources for the Debtors’ postpetition financing, the
Debtors’ advisors determined that no third-party lender would be willing to provide DIP financing
or further factoring to the Debtors on terms or timing more favorable than those provided under
the Post-Petition Agreements. More particularly, prepetition, many of Kal Freight’s (and certain

affiliates”) accounts receivable were sold to or encumbered for the benefit of Triumph under the

& An updated Budget will be attached to the Final Order.
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Factoring Agreement, and the bulk of the Debtors’ remaining personal property assets were
otherwise encumbered. The Debtors believe that there is potential equity value in the Debtors’
owned real estate, but it would take time to obtain any financing therefrom.

24.  Moreover, given the extent of Triumph’s factoring and the Prepetition Liens, the
Debtors determined that obtaining third party-financing would likely require a priming fight which
was not only likely to be costly to prosecute, but would cause material, value-destructive
disruptions to their operations. Upon engaging with Triumph to continue their pre-petition
relationship under the Factoring Agreement on a post-petition basis, Triumph indicated a
willingness to do so and upon substantially similar post-petition terms, as set forth in the
Bankruptcy Rider, the Conversion Addendum, and the Interim Order. Based on the Debtors’
review of the Post-Petition Agreements, the Debtors determined that many typically onerous
features common in post-petition financing, such as extensive fees, extensive superpriority liens
and claims, aggressive milestones, and high interest rates, were not required by Triumph to enter
into the Post-Petition Agreements and continue performing on a post-petition basis.

25.  Accordingly, and given their evaluation of potential third-party alternatives and the
costs and delay to pursue and potentially obtain such alternatives, the Debtors determined that Kal
Freight’s continued operation under the Factoring Agreement, as modified by the Bankruptcy
Rider and the Conversion Addendum, was in the best interest of their estates and stakeholders.

I11.  Performance Pursuant to the Post-Petition Agreements is Necessary to Preserve the
Value of Kal Freight’s Estate

26.  Absent continued performance under the Post-Petition Agreements, the Debtors
would need to curtail their operations significantly, if not fully, and their very existence as a going
concern would be very significantly in doubt. Even with the ability to access Cash Collateral,

cash-on-hand and expected inflows would not be sufficient to fund their operations as a going
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concern in the near term nor meet the administrative expenses incurred in the Cases, as discussed
above. Without the continued liquidity provided by the Post-Petition Agreements, the Debtors
would be immediately and irreparably harmed. Consequently, the Post-Petition Agreements are
necessary to preserve the value of the Debtors’ estates.

BASIS FOR RELIEF

I. Kal Freight Should Be Authorized to Obtain Postpetition Financing and Continue
to Perform Under the Post-Petition Agreements

A. Entry into and Continued Performance Under the Post-Petition Agreements
Is an Exercise of Kal Freight’s Sound Business Judgment

27. The Court should authorize Kal Freight, as an exercise of its sound business
judgment, to enter into and continue performing under the Post-Petition Agreements, and for the
Debtors to continue using the Cash Collateral. Section 364 of the Bankruptcy Code authorizes
a debtor to obtain secured or superpriority financing under certain circumstances discussed in
detail below.

28. Courts grant a debtor-in-possession considerable deference in acting in
accordance with its business judgment in obtaining postpetition secured credit, so long as the
agreement to obtain such credit does not run afoul of the provisions of, and policies underlying,
the Bankruptcy Code. See, e.g., In re N Bay Gen. Hosp., Inc., No. 08-20368 (Bankr. S.D. Tex.
July 11, 2008) (order approving postpetition financing on an interim basis as exercise of debtors’
business judgment); In re Trans World Airlines, Inc., 163 B.R. 964, 974 (Bankr. D. Del. 1994)
(approving a postpetition loan and receivables facility because such facility “reflected] sound
and prudent business judgment”); In re L.A. Dodgers LLC, 457 B.R. 308, 313 (Bankr. D. Del.
2011) (“[C]ourts will almost always defer to the business judgment of a debtor in the selection
of the lender.”); In re Ames Dep 't Stores, Inc., 115 B.R. 34, 40 (Bankr. S.D.N.Y. 1990) (“[C]ases

consistently reflect that the court’s discretion under section 364 is to be utilized on grounds that
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permit reasonable business judgment to be exercised so long as the financing agreement does
not contain terms that leverage the bankruptcy process and powers or its purpose is not so much
to benefit the estate as it is to benefit a party in interest”).

29.  To determine whether the business judgment standard is met, a court need only
“examine whether a reasonable business person would make a similar decision under similar
circumstances.” In re Exide Techs., 340 B.R. 222, 239 (Bankr. D. Del. 2006); see also In re Curlew
Valley Assocs., 14 B.R. 506, 513-14 (Bankr. D. Utah 1981) (noting that courts should not second
guess a debtor’s business decision when that decision involves “a business judgment made in good
faith, upon a reasonable basis, and within the scope of the debtor’s authority under the
[Bankruptcy] Code™).

30. In considering whether the terms of postpetition financing are fair and reasonable,
courts consider the terms in light of the relative circumstances of both the debtor and the potential
lender. See In re Farmland Indus., Inc., 294 B.R. 855, 886 (Bankr. W.D. Mo. 2003) (while many
of the terms favored the DIP lenders, “taken in context, and considering the relative circumstances
of the parties,” the court found them to be reasonable); see also Unsecured Creditors’ Comm.
Mobil Oil Corp. v. First Nat’l Bank & Trust Co. (In re Elingsen McLean Oil Co., Inc.), 65 B.R.
358, 365 n.7 (W.D. Mich. 1986) (recognizing a debtor may have to enter into “hard bargains” to
acquire funds for its reorganization).

31.  Kal Freight’s determination to move forward under the Post-Petition Agreements,
including the continued sale of accounts receivable and related reserve and repurchase procedures
related thereto, is a sound exercise of its business judgment following an arm’s-length process
and careful evaluation of available alternatives. The Debtors require Kal Freight’s continued

performance under the Factoring Agreement, as modified by the Bankruptcy Rider and the
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Conversion Addendum, to support their working capital needs and to operate smoothly in chapter
11. As discussed herein, the Debtors and their advisors determined that the Post-Petition
Agreements are the best way to stabilize the business and are on fair and reasonable terms,
generally consistent with historical, pre-petition practice. The Debtors and their advisors also
determined that the Post-Petition Agreements provide certainty with respect to the capital
necessary for the administration of these Cases, consistent with historical practices. The fees,
interest rate, and other borrowing availability provided for in the Post-Petition Agreements, taken
as a whole, are in the Debtors’ best interests and Kal Freight’s continued performance thereunder,
consistent with historical practices, is the best option to ensure sufficient liquidity that is currently
available under the circumstances.

32. Kal Freight negotiated the Post-Petition Agreements in good faith, at arm’s length,
and with the assistance of their advisors, and they have obtained the best financing available under
the circumstances. After extensive negotiations with Triumph and careful consideration of the
alternatives, the Debtors determined that the Post-Petition Agreements were preferable to engaging
in a costly and uncertain priming fight or searching for or obtaining alternative third-party
financing on likely less favorable terms. Accordingly, the Court should authorize Kal Freight’s
entry into the Post-Petition Agreements as a reasonable exercise of its business judgment.

B. The Debtors Should Be Authorized to Grant Liens and
Superpriority Claims to Triumph

33.  Although Kal Freight is the contracting party under the Factoring Agreement, all
Debtors have pledged their assets pre-petition to secure any obligations thereunder. The Debtors
now propose to continue this structure under the Post-Petition Agreements. The Debtors seek to
obtain financing and continued factoring under the Post-Petition Agreements by, inter alia,

providing security interests and liens as set forth in the Post-Petition Agreements and the Interim
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Order pursuant to section 364(c) of the Bankruptcy Code. Specifically, the Debtors propose to
provide to Triumph postpetition security interest in and liens on the DIP Collateral and Prepetition
Collateral, subject only to the Carve-Out and the Permitted Liens.

34.  The statutory requirement for obtaining postpetition credit under section 364(c) of
the Bankruptcy Code is a finding, made after notice and hearing, that a debtor is “unable to obtain
unsecured credit allowable under Section 503(b)(1) of [the Bankruptcy Code].” 11 U.S.C. §
364(c). See In re Crouse Grp., Inc., 71 B.R. 544, 549 (Bankr. E.D. Pa. 1987) (secured credit under
section 364(c) of the Bankruptcy Code is authorized, after notice and hearing, upon showing that
unsecured credit cannot be obtained). Courts have articulated a three-part test to determine
whether a debtor is entitled to financing under section 364(c) of the Bankruptcy Code. Specifically,
courts look to whether:

a the debtor is unable to obtain unsecured credit under

section 364(b) of the Bankruptcy Code, i.e., by allowing a
lender only an administrative claim;

b. the credit transaction is necessary to preserve the assets of
the estate; and

C the terms of the transaction are fair, reasonable, and
adequate, given the circumstances of the debtor-borrower
and proposed lenders.

See Inre Ames Dep 't Stores, 115 B.R. 34, 37-40 (Bankr. S.D.N.Y. 1990); see also In re St. Mary
Hosp., 86 B.R. 393, 401-02 (Bankr. E.D. Pa. 1988); Crouse Group, 71 B.R. at 549.

35.  The Debtors meet each part of this test. As described above, given their limited
readily available unencumbered assets, the Debtors determined that no lenders were willing to
provide sufficient postpetition financing on a junior lien or an unsecured or administrative priority
basis. Triumph will not continue to perform under the Post-Petition Agreements on any other

terms, and no other existing stakeholder or third party has presented a higher or otherwise better
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debtor-in-possession financing proposal. Absent the Post-Petition Agreements, which will provide
certainty that the Debtors will have sufficient liquidity to administer these Cases consistent with
historical practices, and comfort to their employees, customers, and vendor constituencies that
business will continue in the ordinary course, the value of the Debtors’ estates would be impaired
to the detriment of all stakeholders. Given these circumstances, the Debtors believe that the terms
of the Post-Petition Agreements, as set forth in the therein, are fair, reasonable, and meet the
standard for obtaining postpetition financing.

36. In the event that a debtor is unable to obtain unsecured credit allowable as an
administrative expense under section 503(b)(1) of the Bankruptcy Code, section 364(c) of the
Bankruptcy Code provides that a court “may authorize the obtaining of credit or the incurring of
debt (a) with priority over any or all administrative expenses of the kind specified in section 503(b)
or 507(b); (b) secured by a lien on property of the estate that is not otherwise subject to a lien; or
(c) secured by a junior lien on property of the estate that is subject to a lien.” As described above,
the Debtors are unable to obtain unsecured credit. Therefore, approving a superpriority claim in
favor of Triumph and liens in favor of the Triumph on substantially all property of the Debtors’
estates, subject only to the Carve-Out and the Permitted Liens, is reasonable and appropriate.

37.  Section 364(d) of the Bankruptcy Code provides that a debtor may obtain credit
secured by a senior or equal lien on property of the estate already subject to a lien, after notice and
a hearing, where the debtor is “unable to obtain such credit otherwise” and “there is adequate
protection of the interest of the holder of the lien on the property of the estate on which such senior
or equal lien is proposed to be granted.” 11 U.S.C. § 364(d)(1). Further, section 364(d) provides
that a debtor may obtain credit secured by a senior or equal lien on property of the estate already

subject to a lien where the debtor is “unable to obtain such credit otherwise” and “there is adequate
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protection of the interest of the holder of the lien on the property of the estate on which such senior
or equal lien is proposed to be granted.” 11 U.S.C. § 364(d)(1).

38. Here, the Debtors do not propose to non-consensually “prime” any prepetition
secured party with respect to the Post-Petition Agreements or the adequate protection provided to
Triumph under the Interim Order. Indeed, Triumph has consented to the treatment set forth in the
Interim Order, providing for DIP Liens which are subject to and subordinate and junior to the
Carve-Out and the Permitted Liens. As set forth more fully in the Cash Collateral Motion, the
Debtors also propose to provide a variety of adequate protection measures to protect the interests
of other prepetition secured parties. Therefore, the relief requested pursuant to section 364(d)(1)
of the Bankruptcy Code is appropriate.

C. No Comparable Alternative to the Post-Petition Agreements Is Reasonably
Available On More Favorable Overall Terms

39.  Adebtor need only demonstrate “by a good faith effort that credit was not available
without” the protections afforded to potential lenders by sections 364(c) of the Bankruptcy Code.
In re Snowshoe Co., Inc., 789 F.2d 1085, 1088 (4th Cir. 1986); see also In re Plabell Rubber
Prods., Inc., 137 B.R. 897, 900 (Bankr. N.D. Ohio 1992). In circumstances where only a few
lenders likely can or will extend the necessary credit to a debtor, “it would be unrealistic and
unnecessary to require [the debtor] to conduct such an exhaustive search for financing.” In re Sky
Valley, Inc., 100 B.R. 107, 113 (Bankr. N.D. Ga. 1988), aff’d sub nom. Anchor Sav. Bank FSB v.
Sky Valley, Inc., 99 B.R. 117, 120 n.4 (N.D. Ga. 1989); see also In re Snowshoe Co., 789 F.2d
1085, 1088 (4th Cir. 1986) (demonstrating that credit was unavailable absent the senior lien by
establishment of unsuccessful contact with other financial institutions in the geographic area); In
re Stanley Hotel, Inc., 15 B.R. 660, 663 (D. Colo. 1981) (bankruptcy court’s finding that two

national banks refused to grant unsecured loans was sufficient to support conclusion that section
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364 requirement was met); In re Ames Dep 't Stores, 115 B.R. at 37-39 (debtor must show that it
made reasonable efforts to seek other sources of financing under section 364(a) and (b)).

40.  As noted above, while the Debtors could have conceivably proceeded with a
contested and highly risky priming fight, the cost, uncertainty and delays associated therewith
would have been enormous and likely would have threatened the Debtors’ restructuring efforts.
Simply put, the Post-Petition Agreements provide Kal Freight with the liquidity it needs while
simultaneously placing the Debtors on an optimal path for a successful chapter 11 process.
Therefore, the Debtors have satisfied the requirement of section 364 of the Bankruptcy Code that
alternative credit on more favorable terms be unavailable.

II. The Debtors Should Be Authorized to Use Cash Collateral

41.  Section 363 of the Bankruptcy Code generally governs the use of estate property.

42.  Section 363(c)(2)(A) of the Bankruptcy Code permits a debtor in possession to use
cash collateral with the consent of the secured party. Here, Triumph consents to the Debtors’ use
of its Cash Collateral, subject to the terms and limitations set forth in the Interim Order, and the
Debtors are separately moving under the Cash Collateral Motion as to the remaining prepetition
secured parties (and more fully addresses such issues therein). As described above, access to Cash
Collateral on an interim basis is essential to the continued operation of the Debtors’ businesses and
smooth entry into the Cases. Use of Cash Collateral is in the best interests of the Debtors’ estates
and all of their stakeholders, including Triumph, and should be approved.

III.  Adequate Protection Provided to Triumph Is Appropriate

43.  Section 363(e) of the Bankruptcy Code provides for adequate protection of interests
in property when a debtor uses cash collateral. Further, section 362(d)(1) of the Bankruptcy Code
provides for adequate protection of interests in property due to the imposition of the automatic

stay. See In re Cont’l Airlines, 91 F.3d 553, 556 (3d Cir. 1996) (en banc). While section 361 of
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the Bankruptcy Code provides examples of forms of adequate protection, such as granting
replacement liens and administrative claims, courts decide what constitutes sufficient adequate
protection on a case-by-case basis. See, e.g., In re Swedeland Dev. Grp., Inc., 16 F.3d 552, 564
(3d Cir. 1994) (explaining that the “determination of whether there is adequate protection is made
on a case by case basis”); In re Satcon Tech. Corp., No. 12-12869 (KG), 2012 WL 6091160, at *6
(Bankr. D. Del. Dec. 7, 2012) (same); In re N.J. Affordable Homes Corp., No. 05-60442 (DHS),
2006 WL 2128624, at *14 (Bankr. D.N.J. June 29, 2006) (“the circumstances of the case will
dictate the necessary relief to be given™); In re Columbia Gas Sys., Inc., Nos. 91-803, 91-804, 1992
WL 79323, at *2 (Bankr. D. Del. Feb. 18, 1992) (“what interest is entitled to adequate protection
and what constitutes adequate protection must be decided on a case-by-case basis”); see also In re
Dynaco Corp., 162 B.R. 389, 394 (Bankr. D.N.H. 1993) (citing 2 Collier on Bankruptcy 361.01[1]
at 361-66 (15th ed. 1993) (explaining that adequate protection can take many forms and “must be
determined based upon equitable considerations arising from the particular facts of each
proceeding’)).

44.  As described more fully in this motion, and as set forth in the Interim Order, the
Debtors propose to provide Triumph with an adequate protection lien in the DIP Collateral to
protect against the potential post-petition diminution in value of the pre-petition Collateral
resulting from the use, sale, or lease of the Cash Collateral by the Debtors and the imposition of
the automatic stay. In light of the foregoing, the proposed adequate protection to be provided for
the benefit of Triumph is appropriate. The Debtors’ provision of the adequate protection lien is
not only necessary to protect against any diminution in value but is fair and appropriate under the

circumstances of these Cases to ensure the Debtors are able to continue using the Cash Collateral,
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subject to the terms and limitations set forth in the Interim Order, for the benefit of all parties in
interest and their estates.

IV.  The Scope of the Carve-Out Is Appropriate

45.  The proposed adequate protection is subject to the Carve-Out contained in the
Interim Order and the Final Order. Without the Carve-Out, the Debtors and other parties in interest
may be deprived of certain rights and powers because the services for which professionals may be
paid in these Cases would be restricted. See In re Ames Dep 't Stores, 115 B.R. at 40 (observing
that courts insist on carve outs for professionals representing parties in interest because “[a]bsent
such protection, the collective rights and expectations of all parties-in-interest are sorely
prejudiced.”). The Carve-Out does not directly or indirectly deprive the Debtors’ estates or other
parties in interest of possible rights and powers. Additionally, the Carve-Out protects against
administrative insolvency during the course of the Cases by ensuring that assets remain for the
payment of the Clerk of the Court, U.S. Trustee fees, and professional fees of the Debtors and any
statutory committee appointed under section 1102 of the Bankruptcy Code in these Cases.

V. The Debtors Should Be Authorized to Pay the Fees Required under the Post-
Petition Agreements

46. By seeking to continue to perform under the Factoring Agreement, as modified by
the Bankruptcy Rider and the Conversion Addendum, the Debtors are seeking to continue to pay
fees to Triumph consistent with historical practice. Unlike most other forms of post-petition
financing, the Post-Petition Agreements do not obligate Kal Freight or the other Debtors to pay
any new fees to Triumph; rather, the Post-Petition Agreements only obligate Kal Freight to
continue to pay existing fees—Factoring Fees of 0.1%, Early Termination Fees (if any) of 5% of
the Maximum Advance, Default Fees, and other expense reimbursement provisions. The Post-

Petition Agreements also provide for certain “Finance Fees” pursuant to the Finance Rate, which,
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while styled as a fee, is more akin to an interest rate on amounts advanced by Triumph.
Additionally, the Debtors are required to pay any Reserve Shortfall to the extent that that the
unpaid balance of purchased accounts falls below the Required Reserve Amount, which includes
the amount of accounts purchased prepetition. To the extent that a Reserve Shortfall remains
unsatisfied, the Debtors are obligated to pay an amount equal to 9% over the Prime Rate. The
Debtors are also subject to certain Repurchase Obligations arising, inter alia, when a Payor has
indicated an unwillingness or inability to pay a purchased Account or the Purchased Account
remains unpaid for over 90 days.

47.  Theinterest, fees, and related obligations to be paid under Post-Petition Agreements
are appropriate, particularly in light of the circumstances of these Cases and the Post-Petition
Agreements represent the only viable option presently available to the Debtors. Moreover, and in
terms of considering other potential post-petition financing alternatives, the fees are modest and
the subject of good faith and arms’ length negotiations. The fees and rates to be paid under the
Post-Petition Agreements are an integral component of the overall terms of the Post-Petition
Agreements. The Debtors considered the fees and obligations described above when determining
in their sound business judgment that the Post-Petition Agreements are reasonable and constitute
the best terms on which the Debtors can obtain the postpetition financing necessary to continue
their operations, prosecute their cases, and benefit the Debtors’ estates. Accordingly, the Court
should authorize the Debtors to pay the interest and fees provided under the Post-Petition
Agreements.

VI.  Triumph Should Be Afforded Good-Faith Protection under Section 364(e)

48.  Section 364(e) of the Bankruptcy Code protects a good-faith lender’s right to

collect on loans extended to a debtor, and its right in any lien securing those loans, even if the

LA:4861-1428-3496.5 47520.00001 31



Case 24-90614 Document 7 Filed in TXSB on 12/05/24 Page 32 of 37

authority of the debtor to obtain such loans or grant such liens is later reversed or modified on
appeal. Section 364(e) of the Bankruptcy Code provides that:

The reversal or modification on appeal of an authorization under

this section [364 of the Bankruptcy Code] to obtain credit or incur

debt, or of a grant under this section of a priority or a lien, does

not affect the validity of any debt so incurred, or any priority or

lien so granted, to an entity that extended such credit in good faith,

whether or not such entity knew of the pendency of the appeal,

unless such authorization and the incurring of such debt, or the
granting of such priority or lien, were stayed pending appeal.

49.  Asexplained in this Motion, the Post-Petition Agreements are the result of: (a) the
Debtors’ reasonable and informed determination that Triumph provided the best postpetition
financing alternative available under the circumstances, and (b) extended arm’s-length, good-faith
negotiations between the Debtors and Triumph. The terms and conditions of the Post-Petition
Agreements are reasonable under the circumstances, and the proceeds from further continued
performance under the Post-Petition Agreements will be used only for purposes that are
permissible under the Bankruptcy Code. Accordingly, the Court should find that Triumph is a
“good faith” lender within the meaning of section 364(e) of the Bankruptcy Code and entitled to
all of the protections afforded by that section.

VII. The Automatic Stay Should Be Modified on a Limited Basis

50.  The proposed Interim Order provides that the automatic stay provisions of section
362 of the Bankruptcy Code will be modified to allow Triumph to file any financing statements,
security agreements, notices of liens, and other similar instruments and documents in order to
validate and perfect the liens and security interests granted to them under the Interim Order
Additionally, the Post-Petition Agreements and Interim Order would, essentially, allow the
Debtors and Triumph to continue to perform under the Post-Petition Agreements, consistent with

historical practice.
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51. The Debtors’ and Triumph’s continued performance under the Post-Petition
Agreements, involves inter alia, continued advances and purchases of receivables by Triumph,
authority to apply collections on accounts purchased pre-petition to pre-and post-petition
obligations. Additionally, the Debtors are required to pay any Reserve Shortfall to the extent that
that the unpaid balance of purchased accounts falls below the Required Reserve Amount, which
includes the amount of accounts purchased prepetition. See Interim Order, § 7.

52.  The proposed Interim Order further provides that the automatic stay is modified as
necessary to permit the Debtors to grant liens to Triumph and to incur all liabilities and obligations
set forth in the Interim Order. The automatic stay should be modified to allow the Debtors and
Triumph to effectuate the terms of the Interim Order.

VIII. Failure to Obtain Immediate Interim Authorization to Perform Under the Post-

Petition Agreements and Access Cash Collateral Would Cause Immediate and
Irreparable Harm

53. Bankruptcy Rules 4001(b) and 4001(c) provide that a final hearing on a motion to
obtain credit pursuant to section 364 of the Bankruptcy Code or to use Cash Collateral pursuant to
section 363 of the Bankruptcy Code may not be commenced earlier than 14 days after the service
of such motion. Upon request, however, the Court may conduct a preliminary, expedited hearing
on the motion and authorize the obtaining of credit and use of cash collateral to the extent necessary
to avoid immediate and irreparable harm to a debtor’s estate. See Bankruptcy Rule 4001(b)(2).
Section 363(c)(3) of the Bankruptcy Code authorizes the court to conduct a preliminary hearing
and to authorize the use of cash collateral “if there is a reasonable likelihood that the [debtor] will
prevail at the final hearing under [section 363(e) of the Bankruptcy Code].” 11 U.S.C. § 363(c)(3).
Furthermore, the Complex Case Procedures provide that “on motion by the debtors . . . a hearing
will routinely be conducted as a first day hearing to consider either cash collateral and/or interim

debtor-in-possession financing.” Complex Case Procedures, 1 5.
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54.  The Debtors have an immediate postpetition need to use Cash Collateral and access
the liquidity provided by the Post-Petition Agreements. The Debtors cannot maintain the value of
their estates during the pendency of these Cases without access to cash. Without the Post-Petition
Agreements, the Debtors project that they will be unable to pay essential costs required to continue
operating as a going concern, resulting in immediate and irreparable harm to the Debtors’ business.
Absent funds available from the Post-Petition Agreements and access to cash collateral, the
Debtors could face a value-destructive interruption to their business and lose support from
important stakeholders, including the Debtors’ employees, vendors, and customers, on which the
Debtors’ business depends.

55.  The Debtors will therefore be unable to operate their business or otherwise fund
these Cases without access to Cash Collateral and the liquidity provided by the Post-Petition
Agreements, and will suffer immediate and irreparable harm to the detriment of all creditors and
other parties in interest. In short, the Debtors’ ability to administer these Cases through the use of
Cash Collateral and the liquidity provided to the Debtors by the Post-Petition Agreements is vital
to preserve and maximize the value of the Debtors’ estates.

56.  The Debtors request that the Court hold and conduct a hearing to consider entry of
the Interim Order authorizing, from and after entry of the Interim Order until the Final Hearing,
Kal Freight to receive initial funding under the Post-Petition Agreements and the Debtors to utilize
Cash Collateral. The Debtors require the initial funding under the Post-Petition Agreements prior
to the Final Hearing and entry of the Final Order to continue operating, pay their administrative
expenses, and to implement the relief requested in the Debtors’ other “first day”” motions. This
relief will enable the Debtors to preserve and maximize value and, therefore, avoid immediate and

irreparable harm and prejudice to their estates and all parties in interest, pending the Final Hearing.
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REQUEST FOR FINAL HEARING

57.  Pursuant to Bankruptcy Rules 4001(b)(2) and 4001(c)(2), the Debtors request that
the Court set a date for the Final Hearing that is within 30 days of the Petition Date in accordance
with the terms of the Bankruptcy Rider, and fix the time and date prior to the Final Hearing for
parties to file objections to this Motion.

EMERGENCY CONSIDERATION

58.  The Debtors request emergency consideration of thos Motion pursuant to
Bankruptcy Rule 6003, which empowers a court to grant relief within the first 21 days after the
commencement of a chapter 11 case “to the extent that relief is necessary to avoid immediate and
irreparable harm.” An immediate and orderly transition into chapter 11 is critical to the viability
of the Debtors’ operations and that any delay in granting the relief requested could hinder such
operations and cause irreparable harm. The failure to receive the requested relief during the first
21 days of these Cases could disrupt the Debtors’ operations at this critical juncture and add
needless costs to the administration of these cases. The Debtors have satisfied the “immediate and
irreparable harm” standard of Bankruptcy Rule 6003 and request that the Court approve the relief
requested herein on an emergency basis.

WAIVER OF BANKRUPTCY RULES 6004(a) AND 6004(h)

59.  The Debtors request that the Court enter an order providing that notice of the relief
requested herein satisfies Bankruptcy Rule 6004(a) and that the Debtors have established cause to
exclude such relief from the 14-day stay period under Bankruptcy Rule 6004(h).

NOTICE
60. Notice of the hearing on the relief requested in this Motion will be provided by the

Debtors in accordance and compliance with Bankruptcy Rules and Local Rules. The Debtors will
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provide notice of this Motion to the following: (a) the U.S. Trustee for the Southern District of
Texas; (b) the holders of the 30 largest unsecured claims against the Debtors (on a consolidated
basis); (c) Triumph and its counsel; (d) any prepetition secured parties and their counsel (if
known); (e) the United States Attorney’s Office for the Southern District of Texas; and (f) any
party that has requested notice pursuant to Bankruptcy Rule 2002 and Local Rule 9013-1(d). No
other or further notice is needed in light of the nature of the relief requested.

CONCLUSION

WHEREFORE, the Debtors request that the Court enter the Interim Order and Final Order
granting the relief requested herein and such other and further relief as may be just and proper
under the circumstances.

[Remainder of Page Intentionally Left Blank]
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Dated: December 5, 2024 PACHULSKI STANG ZIEHL & JONES LLP

/s/ Teddy M. Kapur

Teddy M. Kapur (SBT 24046186)
Maxim B. Litvak (SBT 24002482)
Benjamin L. Wallen (SBT 24102623)
700 Louisiana Street, Suite 4500
Houston, TX 77002

Telephone: (713) 691-9385
Facsimile: (713) 691-9407
tkapur@pszjlaw.com
mlitvak@pszjlaw.com
bwallen@pszjlaw.com

-and-

Richard M. Pachulski (pending pro hac vice)
Jeffrey W. Dulberg (pending pro hac vice)
10100 Santa Monica Blvd., 13" Floor

Los Angeles, CA 90067

Telephone: (310) 277-6910

Facsimile: (310) 201-0760
rpachulski@pszjlaw.com
jdulberg@pszjlaw.com

Proposed Counsel to the Debtors and Debtors in
Possession

CERTIFICATE OF SERVICE

| certify that on December 5, 2024, a true and correct copy of the foregoing document was
caused to be served via the Electronic Case Filing System for the United States Bankruptcy Court
for the Southern District of Texas.

/s/ Teddy M. Kapur
Teddy M. Kapur
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

Inre: Chapter 11
KAL FREIGHT INC,, et al., Case No. 2490614 (CML)
Debtors.! (Jointly Administered)

INTERIM ORDER AUTHORIZING DEBTORS TO (I) MAINTAIN, AND CONTINUE TO
OPERATE UNDER FACTORING AND SECURITY AGREEMENT IN ORDER TO SELL
ACCOUNTS POST-PETITION TO TRIUMPH BUSINESS CAPITAL PURSUANT TO 11 U.S.C.
SECTION 363(B), (C), (F), AND (M); (I[) OBTAIN CREDIT FROM TRIUMPH BUSINESS
CAPITAL PURSUANT TO 11 U.S.C. SECTIONS 364(C)(1), (C)(2), AND (D)(1); (IIT) GRANT
ADEQUATE PROTECTION IN THE FORM OF FIRST PRIORITY LIENS AND SECURITY
INTERESTS ON PROPERTY OF DEBTORS’ ESTATES PURSUANT TO 11 U.S.C. SECTIONS
361 AND 363(E); (IV) AMEND THE FACTORING AND SECURITY AGREEMENT AND
GRANT TRIUMPH BUSINESS CAPITAL ADDITIONAL LIENS; (V) USE CASH
COLLATERAL AND GRANT TRIUMPH ADEQUATE PROTECTION; (VI) ANNUL AND
MODIFY THE AUTOMATIC STAY; AND (VII) GRANT RELATED RELIEF, ALL
RETROACTIVELY TO THE PETITION DATE

Upon the motion of the above-captioned debtors and debtors-in-possession (collectively,
the “Debtors™), including Debtor Kal Freight Inc. (“Kal Freight™),? with the consent of Triumph
Financial Services LLC f/k/a Advance Business Capital LLC d/b/a Triumph Business Capital

(“Triumph™), its pre-petition factor and secured creditor® and proposed post-petition factor and

! The Debtors in these Chapter 11 Cases, along with the last four digits of each Debtor’s federal tax identification
numbers, are: Kal Freight Inc. (0249); Kal Aviation LLC (2600); Kal Partz Inc. (0139); Kal Trailers & Leasing Inc.
(0840); and KVL Tires Inc. (0320). The location of the Debtors’ service address in these chapter 11 cases is 10156
Live Oak Ave., Fontana, CA 92335.

2 Emergency Motion for an Interim Order Authorizing Debtor to (I) Maintain and Continue to Operate Under
Factoring and Security Agreement in Order to Sell Accounts Post- Petition to Triumph Pursuant to 11 U.S.C. Section
363(b), (c), (), and (m); (11) Obtain Credit from Triumph Pursuant to 11 U.S.C. Sections 364(c)(1), (c)(2), and (d)(1);
(111) Grant Triumph Adequate Protection in the Form of First Priority Liens and Security Interests on Property of
Debtor's Estate Pursuant to 11 U.S.C. Sections 361 and 363(e); (1V) Authorize the Debtor to Use Cash Collateral and
Grant Triumph Adequate Protection; (V) Annul and Modify the Automatic Stay; and (V1) Grant Related Relief All
Retroactively to the Petition Date [Dkt. No. [__] (the “Motion”). Capitalized terms used and not otherwise defined
herein shall have the meanings ascribed to them in the Motion or as used or defined by the Uniform Commercial
Code).

3 Triumph is affiliated with TBK Bank, SSB, a Texas state savings bank, that is also a secured lender to the Debtors.
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secured creditor, pursuant to sections 105, 361, 362, 363 and 364 of title 11 of the United States

Code (the “Bankruptcy Code”) and rules 2002, 4001, 6004 and 9014 of the Federal Rules of

Bankruptcy Procedure (the “Bankruptcy Rules™), the Local Rules of the United States Bankruptcy

Court for the Southern District of Texas (the “Bankruptcy Local Rules™), and the Procedures for

Complex Cases in the Southern District of Texas (the “Complex Case Procedures™), seeking entry

of this interim order (the “Interim Order”) that, among other things:

a.

authorizes Kal Freight and Triumph to (i) enter into the Post-Petition Chapter 11
Bankruptcy Rider to the Factoring Agreement (“Bankruptcy Rider”); (ii) enter into the
Conversion Addendum Dated December 4, 2024 (the “Conversion Addendum”) to
Factoring and Security Agreement; (iii) operate and continue operating without
interruption under the Factoring and Security Agreement dated April 25, 2017 as amended,
restated, and supplemented, including the Non-Purchase Advance-Addendum thereto
dated August 18, 2023 (the “Factoring Agreement”), the Bankruptcy Rider, and the
Conversion Addendum (the Factoring Agreement, together with the Bankruptcy Rider and
the Conversion Addendum, the “Post-Petition Agreements”). Copies of the Post-Petition
Agreements are attached as Exhibit 1.

authorizes the Debtors to use proceeds of the Post-Petition Agreements and Cash Collateral
(as defined herein), in accordance with the terms of this Interim Order, the Post-Petition
Agreements, and the Budget (as defined herein) solely for (1) the Debtors’ working capital
and the Debtors’ other general corporate purposes, (2) permitted payment of costs of
administration of the chapter 11 cases (the “Cases”), (3) payment of professional fees and
expenses as approved by the Court;

grants to Triumph, among other things, a perfected first and senior ownership interest in
all Purchased Accounts (as defined herein).

grants to Triumph, among other things, adequate protection liens and superpriority
administrative expense claims against each of the Debtors’ estates with priority over any
and all administrative expenses;

grants to Triumph, among other things, valid, enforceable, non-avoidable, and duly
perfected first-priority liens and security interests in the DIP Collateral (as defined herein)
and all proceeds, replacements, accessions, and substitutions thereof;

authorizes the Debtors’ ongoing grants of liens and security interests in all assets to
continue to secure all of the Debtors’ existing, ongoing, and future debts and obligations
to Triumph;

authorizes the Debtors’ ongoing guarantees of the Debtors’ existing, ongoing, and future
debts and obligations to Triumph;
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h. subject to entry of the Final Order (as defined herein), waives with respect to Triumph, the
Collateral (as defined herein), and the Cash Collateral (as defined herein) (a) the rights of
the Debtors and the estates to surcharge pursuant to Bankruptcy Code section 506(c); (b)
the applicability of the “equities of the case” exception under Bankruptcy Code section
552(b); (c) any claims or causes of action that may be brought; (d) rights to assert
marshalling; and (e) other rights and claims as set forth herein;

I. subject to entry of the Final Order (as defined herein) and the rights of parties in interest
under section 39 of this Interim Order, grants releases to Triumph;

J. waives any applicable stay (including under Bankruptcy Rule 6004) and provides for
immediate effectiveness of this Interim Order and operation under the Post-Petition
Agreements; and

k. schedules a final hearing (the “Final Hearing”) to consider the relief requested in the
Motion and entry of a final order authorizing and approving the relief requested in the
Motion on a final basis in a form, and with a budget, acceptable to Triumph in its Discretion
(as defined herein) (the “Final Order”), and approving the form of notice with respect to
the Final Hearing.

Having considered the Motion, the Post-Petition Agreements, the declaration submitted in
support of the Motion (the “Declaration”), and the evidence submitted or proffered at the hearing

on this Interim Order (the “Interim Hearing”); and in accordance with Bankruptcy Rules 2002,

4001(b), 4001(c), 4001(d), and 9014, all applicable Bankruptcy Local Rules, and the Complex
Case Procedures, notice of this Motion, this Interim Order and the Interim Hearing having been
provided in accordance therewith; and an Interim Hearing having been held and concluded on
December [+], 2024; and it appearing that approval of the interim relief requested in the Motion is
necessary to avoid immediate and irreparable harm to the Debtors pending the Final Hearing, and
otherwise is fair and reasonable and in the best interests of the Debtors, their creditors, their estates
and all parties in interest, and is essential for the continued operation of the Debtors’ business and
the preservation of the value of the Debtors’ assets; and it appearing that Kal Freight’s entry into
the Post-Petition Agreements and its grants of collateral and guarantees are a sound and prudent
exercise of the Kal Freight’s business judgment; and after due deliberation and consideration, and
for good and sufficient cause appearing therefor:
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THIS COURT MAKES THE FOLLOWING FINDINGS OF FACT AND CONCLUSIONS
OF LAW:*

A Jurisdiction and Venue. This Court has subject matter jurisdiction over the

Motion pursuant to 28 U.S.C. 8 1334. This is a core proceeding pursuant to 28 U.S.C. § 157(b).
Venue is proper before this Court pursuant to 28 U.S.C. 8§88 1408 and 1409. The Debtors have
confirmed their consent to the entry of this Order and any final order by this Court.

B. Notice. The Interim Hearing was held pursuant to the authorization of Bankruptcy
Rule 4001 and Section C of the Complex Case Procedures. Notice of the Interim Hearing and the
emergency relief requested in the Motion has been provided by the Debtors in accordance with the
Motion, and under the circumstances, such notice of the Motion, the interim relief requested
therein and the Interim Hearing complies with Bankruptcy Rule 4001(b), (c), and (d), the
Bankruptcy Local Rules, and the Complex Case Procedures, that the notice was adequate and
sufficient under the circumstances, and no other notice need be provided for entry of this Interim
Order. The Debtors have moved timely to seek to have this Interim Order approved after filing
their petitions seeking the relief sought in the Motion. The Court finds that the Debtors set the
Motion for an emergency hearing promptly, and that good causes exists to grant the protections to
Triumph contained in this Interim Order retroactively to the Petition Date.

C. Stipulations. Subject to the rights of other parties-in-interest set forth in Section 39
of this Interim Order, the Debtors, on behalf of themselves and their respective estates, admit,

stipulate, acknowledge, and agree (the “Debtors’ Stipulations”) as follows:

4 The findings and conclusions set forth herein constitute the Court’s findings of fact and conclusions of law pursuant
to Bankruptcy Rule 7052, made applicable to this proceeding pursuant to Bankruptcy Rule 9014. To the extent that
any of the following findings of fact constitute conclusions of law, they are adopted as such. To the extent any of the
following conclusions of law constitute findings of fact, they are adopted as such.
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i.  On or about April 25, 2017, Triumph and Kal Freight entered into the Factoring
Agreement, which entitled Triumph to, among other things, purchase Kal Freight’s
Accounts arising from Kal Freight’s (and certain affiliates’) sales of goods and/or
transportation services provided to its customers,® and, pursuant to the Non-Purchase
Advance Addendum, make advances to Kal Freight on Accounts that Triumph does
not purchase under the Factoring Agreement;

ii.  The Factoring Agreement is governed by the laws of the state of Texas. Among other
things, the Factoring Agreement (a) constitutes a sale absolute to Triumph of the
Accounts that Triumph purchases; (b) authorizes Triumph to make advances against

non-factored Accounts under the Non-Purchase Advance-Addendum to the Factoring

Agreement (the “Non-Purchased Accounts”); (c) makes Kal Freight liable for
Obligations (as defined herein) to Triumph, including obligations of the Debtors and
certain non-Debtors, whether or not arising under the Factoring Agreement, and
includes obligations of the Debtors and non-Debtors arising from their debts to TBK
Bank, SSB (a bank related to Triumph) (“TBK”);> and (d) constitutes a security
agreement to provide collateral, as defined in section 1.10 of the Factoring Agreement
(the “Collateral”), securing all of Kal Freight’s direct, indirect, and guaranteed
monetary and non-monetary Obligations (as defined herein) and duties of performance.

The term “Obligations” is defined in section 1.31 of the Factoring Agreement as “all

® The term “Accounts” as defined in Section 2 of the Factoring Agreement shall have the meaning ascribed by the
Uniform Commercial Code (“UCC”), as enacted in Tex. Bus. Comm. Code § 9.102.

® Kal Freight’s loan documents with TBK also grant a security interest in collateral to Triumph. Kal Freight’s debts
and obligations to TBK are included in the definition of Obligations under the Factoring Agreement. Affiliates of
Triumph, such as TBK, are included in the definition of “Triumph” in the preamble of the Factoring Agreement.
Certain other Debtor and non-Debtor entities have also granted Triumph collateral to secure Kal Freight’s Obligations
pursuant to Cross Collateralization/Default and Guaranty Agreements, discussed infra at Recital C.x.
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present and future monetary indebtedness, liabilities and obligations owing by [Kal
Freight] to Triumph, whether or not arising hereunder and whether arising before,
during or after the commencement of any Bankruptcy Case in which [Kal Freight] is a

Debtor or Debtor in Possession.” The term “Purchased Accounts” is defined in section

1.37 of the Factoring Agreement as “Accounts purchased hereunder which have not
been Closed.” Any and all obligations and indebtedness of whatever kind or nature
arising under and owing to Triumph under the Post-Petition Agreements, including the
Pre-Petition Obligations and any other obligations of any Debtor to Triumph arising
before and after the Petition Date, are hereafter collectively, the “Post-Petition
Obligations.” Due to the nature of the relationship under the Factoring Agreement,
both Bankruptcy Code section 363 involving the sale of Accounts and Bankruptcy
Code sections 363(c) and 364 involving post-petition financing and use of cash
collateral and adequate protection are applicable.

iii.  The Debtors stipulate, agree, and acknowledge: (a) the amount, validity, priority, and
enforceability of the Factoring Agreement and the Obligations to Triumph; (b) that
Triumph is the sole owner, free and clear of claims, liens, and encumbrances, in the
Purchased Accounts and the proceeds thereof; (c) that, to secure all of the Obligations
to Triumph, Triumph has a valid, enforceable and duly perfected first priority lien and
security interest in the pre-Petition Collateral, including Cash Collateral (as defined
herein) and all proceeds thereof, subject only to the unavoidable liens of record as of
the Petition Date; (d) Kal Freight is also liable to Triumph for fees, attorney fees, costs,
and expenses of whatever kind or nature, including attorneys’ fees that Triumph is and

will be entitled to recover in accordance with the Post-Petition Agreements; (e) the
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debts and obligations to Triumph that arose before the commencement of the Cases
relating solely to Triumph’s Purchase of Accounts and Triumph’s advances on Non-
Purchased Accounts is no less than $8,544,198.57 as of December 5, 2024; and (f) the
Debtors do not have any defenses to, or claims, counterclaims, offsets, setoffs, or
recoupments, against Triumph, the Collateral, the Obligations, or with respect to the
Factoring Agreement. The total outstanding to Triumph due from Kal Freight, Kal
Way Inc., SPG Transportation Inc., Pro Tec Inc is no less than $17,278,907.23 as of
December 5, 2024.

iv.  Prior to the Petition Date, Triumph purchased Eligible Accounts (as defined in section
1.15 of the Factoring Agreement) in exchange for making Purchase Price payments (as
defined in section 1.36 of the Factoring Agreement), less fees, expenses, and the
Reserve Shortfall (hereinafter, “Payments”) to Kal Freight pursuant to and in
accordance with the Factoring Agreement. Triumph also made advances to Kal Freight
under the Non-Purchase Advance-Addendum to the Factoring Agreement.

V.  In connection with the Debtors’ Chapter 11 filing on December 2, 2024 (the “Petition
Date”), Kal Freight and Triumph entered into the Bankruptcy Rider to the Factoring
Agreement, and the Conversion Addendum, which are both subject to this Court’s
approval.

vi.  Inorder to provide Kal Freight with additional liquidity, Kal Freight has requested: (a)
that Triumph purchase under the Conversion Addendum, Eligible Accounts that
comprise some or all of the Non-Purchased Accounts that had been financed under the
Non-Purchase Advance Addendum; (b) suspension of Triumph’s obligations under the

Non-Purchase Advance Addendum; (c) authorization to enter into the Conversion
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Addendum; and (d) authorization to grant Triumph a first lien and security interest in
the Additional Cash Account (as defined in the Conversion Addendum) and the other
Collateral.

vii.  Kal Freight is liable to Triumph for money Kal Freight owes to TBK Bank SSB
(“TBK”) under documents in which Kal Freight is an obligor or co-obligor to TBK.
Such debts and obligations are hereafter the “TBK Debts.” The TBK Debts total not
less than $72,305,639.15 as of December 2, 2024. The TBK Debts are more fully
addressed in this Court’s Interim Order (A) Authorizing the Use of Cash Collateral,
(B) Providing Adequate Protection, (C) Modifying the Automatic Stay, and (D)

Scheduling a Final Hearing (the “Cash Collateral Order”).

viii.  Under the Factoring Agreement and the agreements referenced in the last sentence of
subsection (x) below, Kal Freight is also liable to Triumph for all debts and obligations
of Kal Freight and of entities related to or affiliated with Kal Freight (some, but not all,
of which are Debtors in these Cases) under documents in which Debtors are guarantors,
obligors, co-obligors, and/or provided collateral to secure their obligations in the total
amount of not less than $88,880,758.92 as of December 2, 2024 (all of the foregoing,

including debts and Obligations, are hereby defined as the “Pre-Petition Obligations™).

The Debtors are in default of the Pre-Petition Obligations to Triumph.

iXx.  To secure all of the Debtors’ and Non-Debtors Third Parties’ (as defined herein)
obligations to Triumph (including the TBK Debts), Triumph holds an unavoidable,
duly perfected first priority ownership interest in the pre-petition Purchased Accounts
and the proceeds thereof, and an unavoidable, duly perfected first-priority lien and

security interest in all of the Collateral and the proceeds thereof including, but not
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limited to, any Non-Purchased Accounts, other accounts, and other assets (collectively,

the “Pre-Petition Liens™).

X.  In addition to the Pre-Petition Liens in Kal Freight’s assets, Kal Freight’s Obligations
to Triumph are also secured by pre-petition liens and security interests granted to
Triumph by the other Debtors herein and by non-Debtors Kal Way Inc., SPG
Transportation Inc., Pro Tec Inc., Kaltrans Inc, Kalway Inc, and certain individual
guarantors (Kalvinder Singh, President of the Debtors, and Sukhvinder Singh). Kal
Way Inc., SPG Transportation Inc., Pro Tec Inc., Kaltrans Inc, Kalway Inc, Randhawa
& Randhawa Transport Inc., Kalvinder Singh, and Sukhvinder Singh, collectively, the

“Non-Debtor Third Parties.” The Debtors and Non-Debtor Third Parties granted liens

and security interests in favor of Triumph pursuant to, among other things, Cross
Collateralization/Default and Guaranty Agreements, Unconditional Guarantees,
Guarantor’s Security Deed, Deeds of Trust and/or Mortgages, and pursuant to various
other agreements with TBK under which the obligor agreed to guaranty, or be liable
for, Kal Freight’s obligations to Triumph and/or grant Triumph liens and security
interests to secure those obligations.

Xi.  [Reserved].

xii.  The terms of the Post-Petition Agreements were negotiated in good faith and at arm’s
length between Kal Freight and Triumph, and any Payments Triumph may make to Kal
Freight or other financial accommodations which Triumph may provide to Kal Freight
pursuant to the Post-Petition Agreements are deemed to have been extended in good
faith, as such term is used in sections 363(m) and 364(e) of the Bankruptcy Code, and

Triumph is entitled to the full protection of sections 363(m) and 364(e) of the
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Bankruptcy Code in the event that this Interim Order or any provision hereof is vacated,
reversed, or modified, on appeal or otherwise.

D. Court Findings Regarding the Motion.

I.  The Need to Enter into the Post-Petition Agreements. Kal Freight’s immediate need to

obtain credit pursuant to the Post-Petition Agreements (including entering into the
Bankruptcy Rider and the Conversion Addendum) and to use Cash Collateral is critical
in order to enable the Debtors to continue operations, to minimize the disruption of the
Debtors as a “going concern,” and to administer and preserve the value of their estates.
The ability of Kal Freight to convert its Accounts into working capital, maintain
business relationships with its vendors, suppliers, and customers, to pay its employees,
and to otherwise finance its operations requires the availability of the factoring facilities
offered by Triumph; Kal Freight does not have sufficient available sources of working
capital and financing to operate its business or maintain its properties in the ordinary
course of business without the availability of funds provided by Triumph under the
Post-Petition Agreements. Any material interruption in Kal Freight’s cash flow will
have a serious adverse effect on its business and continued operations. The Debtors
will suffer immediate and irreparable harm if the Interim Order is not granted. The
Post-Petition Agreements are reasonable and necessary for the preservation of the
estates.

ii. No Credit Available on More Favorable Terms. The Debtors have made extensive

efforts to locate alternative financing, but have not been able to locate a lender or factor
willing to finance the Debtors on terms at least as favorable as those offered by

Triumph. Although Triumph has no obligation to purchase Accounts or finance the
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Debtors in these Cases, Triumph is willing to purchase Kal Freight’s Accounts post-
petition and make Payments to Kal Freight and operate under the Post-Petition
Agreements only upon the conditions contained in the Post-Petition Agreements and
this Interim Order.

E. Budget. Triumph’s agreement to enter into and operate under the Post-Petition
Agreements, purchase Eligible Accounts, provide factoring facilities, and to make advances to
fund the Debtors’ required operations is conditioned upon, among other things, the Debtors
agreeing, and the Court ordering, that the Payments Triumph makes to Kal Freight shall be used,
in each case, solely in a manner consistent with the terms and conditions of the Post-Petition
Agreements, this Interim Order, and the Budget (defined below and as may be modified from time
to time with Triumph’s consent) solely for: (1) the Debtors’ working capital and the Debtors’ other
general corporate purposes; (2) permitted payment of costs of administration of the Cases; and (3)
payment of professional fees and expenses as approved by the Court.

F. Best Interest and Good Faith. It is in the best interests of the Debtors and the

Debtors’ estates that Triumph be allowed to continue to maintain its pre-petition relationship with
Kal Freight seamlessly and without interruption, as if Kal Freight had not filed chapter 11, by
entering into, and performing under, the Post-Petition Agreements in order for Triumph to be able
to purchase Kal Freight’s Accounts, for Triumph to be permitted to make Payments and provide
other financial accommodations to Kal Freight under the terms and conditions set forth herein, and
to prevent a deleterious impact on the Debtors’ business, assets, or opportunity to reorganize.
Triumph’s purchase of Accounts and the credit and financial accommodations Triumph is willing
to extend under the Post-Petition Agreements, and Triumph’s rights and remedies under the Post-

Petition Agreements, are in good faith, fair, and reasonable, and Triumph is entitled to the
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protections afforded pursuant to section 364(e) of the Bankruptcy Code. The purchase and sale of
the Accounts and extension of credit under the Post-Petition Agreements are in good faith, and
Triumph is entitled to the protections afforded pursuant to Bankruptcy Code section 363(m).

In order for Triumph to agree to provide Kal Freight with post-petition financing, it is
necessary for the Debtors to grant liens and security interests to Triumph to secure all of the Post-
Petition Obligations (except the TBK Debts), and for the Debtors (except for the TBK Debts) and
Non-Debtor Third Parties to continue to guarantee all of the Post-Petition Obligations.

G. Automatic Stay. It is essential that the automatic stay be annulled, or modified

retroactive to the Petition Date, to allow Triumph to continue to operate under the Factoring
Agreement, to operate under the Post-Petition Agreements seamlessly and without interruption as
if this Chapter 11 had not been filed, and to facilitate and approve any and all the post-petition
financing Triumph may have provided to Kal Freight immediately after the Petition Date. Doing
so will avoid an interruption in the Debtors’ cash flow and protect Triumph.

H. Direct Payments to Triumph on Purchased Accounts. Under the Factoring

Agreement, Account Debtors (as defined in Section 1.1 of the Factoring Agreement) are notified
to make payments on Purchased Accounts directly to Triumph at an address Triumph controls.
Any interruption or change in the process of notifying Account Debtors that Triumph purchased
Kal Freight’s Accounts or changing the instructions to pay Triumph directly, or any suggestion
that Account Debtors should change the payee of their accounts, will create confusion and
disruption, and will delay repayments to Triumph, which will accelerate and increase Kal Freight’s
Repurchase obligations to Triumph (pursuant to section 6 of the Factoring Agreement), reduce the
Payments and other financial accommodations to Kal Freight, and otherwise reduce the Debtors’

access to working capital for their operations and adversely impact the Debtors. It is also necessary
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that Triumph notify and require Account Debtors of any Non-Purchased Accounts to make
payments directly to Triumph.

NOW, THEREFORE, based on the Motion, the Declaration, and the record before this
Court with respect to the Motion, the Debtors’ Stipulations, the above findings of fact, and with
the consent of the Debtors and Triumph, in each case, to the form and entry of this Interim Order,
the Court being otherwise duly advised, and good and sufficient cause appearing therefor,

IT ISHEREBY ORDERED that:

1. Motion Granted. The Motion is granted on an interim basis subject to the

provisions hereof. This Interim Order shall become effective immediately upon its entry and is
retroactive to the Petition Date. All objections to the entry of this Interim Order are, to the extent
not withdrawn, hereby overruled.

2. Post-Petition Agreements. Kal Freight and Triumph are hereby immediately

authorized to enter into, and continue to operate under and in accordance with, the Post-Petition
Agreements and this Interim Order seamlessly and without interruption as if Kal Freight had not
filed chapter 11. Kal Freight is authorized to enter into the Conversion Addendum and to grant
Triumph a first lien and security interest in the Additional Cash Reserve and the Collateral to
secure the Debtors’ Post-Petition Obligations (except the TBK Debts) to Triumph. The Debtors
are authorized to execute, deliver, and perform their obligations under the Post-Petition
Agreements and under all other documents, instruments, and agreements necessary to effectuate
and carry out the terms of the Post-Petition Agreements and this Interim Order. The Post-Petition
Agreements, including, without limitation, the Bankruptcy Rider and the Conversion Addendum,
are hereby approved in all respects, retroactively, as of the Petition Date, pursuant to, without

limitation, Bankruptcy Code sections 363(b)(1), (d), (e) and (f). All of the following transactions
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are also hereby approved: (i) Kal Freight’s sale of Accounts to Triumph and Triumph’s Payments
therefor; (i1) Triumph’s advances to Kal Freight; (iii) the granting of liens and security interests to
Triumph, to secure the Post-Petition Obligations (except the TBK Debts); (iv) the Debtors’
continued liability for all of the Post-Petition Obligations (except the TBK Debts); (v) the granting
of adequate protection to Triumph for the Post-Petition Obligations (except the TBK Debts); and
(vi) all other transactions contemplated by the Post-Petition Agreements. Kal Freight is authorized
to enter into the Conversion Addendum, to sell Eligible Accounts to Triumph in accordance
therewith, and to grant Triumph a continuing lien and security interest in the Additional Cash
Reserve and the Collateral, arising or created both before and after the Petition Date, to secure the
Post-Petition Obligations (except the TBK Debts). Triumph is authorized to purchase Eligible
Accounts and otherwise operate in accordance with the Conversion Addendum.

3. Sale of Accounts. Kal Freight is hereby authorized to sell Accounts to Triumph

and Triumph is authorized, in its “Discretion” (as defined in section 1.13 of the Factoring
Agreement), to purchase Accounts and make Payments, advances, and overadvances, and to
provide any other financial accommodations to Kal Freight, after deduction by Triumph of
amounts as permitted by the Post-Petition Agreements. Kal Freight is authorized and required to
comply with all obligations under the Post-Petition Agreements, including, without limitation, Kal
Freight’s obligation to Repurchase Purchased Accounts. Triumph shall be the absolute owner the
Purchased Accounts (and proceeds thereof) purchased in accordance with the Post-Petition
Agreements and this Interim Order, free of any claims, liens, and interests.

4. Debtors’ Continuing Liability for the Post-Petition Obligations (except the

TBK Debts) Including Guarantees and Collateralization Therefor. The Debtors’ continue to

be liable to Triumph for indemnification and other obligations, arising both before and after the
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Petition Date, under the Factoring Agreement, and the Debtors’ continuing cross-guarantees of
Debtor-related entities, including entities that have not filed bankruptcy. The Debtors’ continuing
guaranties of the other Debtors’ obligations to Triumph, the Debtors’ continuing guaranties of the
obligations to Triumph of entities that have not filed bankruptcy, and the Debtors’ granting of
collateral under this Interim Order to secure all of the Debtors’ obligations to Triumph arising both
before and after the Petition Date (other than the TBK Debts), are approved.

5. Automatic Stay. Effective immediately upon the entry of this Interim Order, for

all purposes, including, among other things, the Debtors’ Post-Petition Obligations (except the
TBK Debts), and to the extent, if any, that any of the pre-petition Accounts qualify as property of
the estates under Bankruptcy Code section 541, and for all purposes under the Post-Petition
Agreements and this Interim Order, and Triumph shall be free from any restrictions and shall be
entitled to collect all Purchased Accounts and Non-Purchased Accounts, directly from any
Account Debtor and/or other obligors, whether arising before or after the Petition Date, and require
that payments shall be made at an address and an account controlled by Triumph, and otherwise
continue to operate for all purposes under the Factoring Agreement, the other Post-Petition
Agreements, and this Interim Order without interruption, regardless of whether such Accounts
arise from the sale of goods and/or performance of services Kal Freight has previously or hereafter
provides to its customers either or both before or after the Petition Date.

6. Application _of Payments and Proceeds. Triumph is irrevocably and

unconditionally authorized and is hereby permitted to apply any and all payments and Proceeds of
any Purchased Accounts and any Non-Purchased Accounts, to the repayment of either or both Kal
Freights’ Pre-Petition Obligations (except TBK Debts) and Kal Freight’s Post-Petition

Obligations, including, but not limited to, all Post-Petition Obligations (except TBK Debts) of Kal
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Freight arising from the Payments Triumph may make to or for the benefit of Kal Freight of any
kind or nature. Nothing shall prevent Triumph from seeking any additional relief prior to and at
the final hearing on the Motion.

7. Performance Under Factoring Agreement. Triumph and Kal Freight are

expressly authorized to continue (retroactive to the Petition Date) to operate under the Factoring
Agreement and other Post-Petition Agreements seamlessly and without interruption, and Triumph
is authorized to continue to purchase Accounts and make advances in the same manner as Triumph
did prior to the Petition Date, and require and obtain post-petition the same collateral security, lien
rights, and priority in the Debtors’ assets that it maintained pre-petition, to obtain liens in the
Debtors’ post-petition assets now owned or hereafter acquired as set forth herein, and,
notwithstanding any provision to the contrary in Bankruptcy Code section 553 or otherwise, to
adjust, offset, setoff, and recoup Kal Freight’s Pre-Petition Obligations against post-petition
Accounts and Collateral and to adjust, offset, setoff, and recoup Post-Petition Obligations (except
the TBK Debts) against pre-petition Accounts and Collateral during the pendency of these Cases
and any subsequent Chapter 7 case seamlessly and without interruption as if the Debtors had not
filed Chapter 11. Triumph is further authorized to apply collections on Accounts purchased pre-
petition, and advanced upon pre-petition, to either or both Obligations of the Debtors arising pre-
petition and post-petition (except the TBK Debts), and to apply collections on Accounts purchased
post-petition, and advanced post-petition, to either or both Obligations of the Debtors arising pre-
petition and post-petition (except the TBK Debts). Triumph is authorized to demand, and the
Debtors are required to immediately pay, the amount of any Reserve Shortfall pursuant to the terms

of the Post-Petition Agreements, including any applicable charges therein.
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8. Direct Payment Notice to Account Debtors of Purchased Accounts. Pursuant to

and as authorized by the Post-Petition Agreements and Section 9-406 of the Texas Business &
Commerce Code, Triumph is expressly authorized to send, or cause to be sent, and delivered to
any customer of Kal Freight (i.e., Account Debtor) one or more written notifications of assignment
in order to notify each such present and future Account Debtor that Kal Freight has sold, assigned
and/or transferred to Triumph the right to receive payment due in connection with any present and
future Accounts, and all Accounts shall be payable and paid solely to Triumph as provided in such
written notification of assignment. Kal Freight is specifically directed, as required by the Factoring
Agreement, before sending any Invoice to an Account Debtor which may or will constitute a
Purchased Account, to clearly state in a manner satisfactory to Triumph that payment of the
Purchased Accounts are assigned and are factored by and payable exclusively to Triumph at an
address controlled by Triumph.

9. Direct Payment Notice to Account Debtors of Non-Purchased Accounts. In

addition, with respect to Non-Purchased Accounts, Triumph is expressly authorized to send, or
cause to be sent, and delivered to any such present and future customer of Kal Freight (i.e., Account
Debtor) one or more written notifications of assignment in order to notify each such Account
Debtor that Triumph has the right to receive payment due in connection with any present and future
Accounts, and all Accounts shall be payable and paid solely to Triumph as provided in such written
notification of assignment, regardless of whether Triumph gave such notice prior to the Petition
Date. Kal Freight is specifically directed, before sending any Invoice to an Account Debtor, to
clearly state in a manner satisfactory to Triumph that payment of the Non-Purchased Accounts are

payable exclusively to Triumph at an address controlled by Triumph.
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10. Cash Collateral Restrictions. Except as set forth in this Interim Order and any

cash collateral order entered in these Cases to which Triumph consents, the Debtors shall at no
time during these Cases or any case under Chapter 7 of the Bankruptcy Code upon the conversion
of the Cases, seek to use or be permitted to use any Cash Collateral (as defined herein). Cash
Collateral, as defined by Bankruptcy Code section 363(a), includes, without limitation, all Account
proceeds from Accounts Triumph purchased both before and after the Petition Date and all pre-
petition and post-petition proceeds of Triumph’s Collateral and DIP Collateral (as defined herein),
including Non-Purchased Accounts, and other proceeds of Triumph’s Collateral (collectively, the

“Cash Collateral). The Debtors shall be authorized to use Cash Collateral only in accordance with

the terms of this Interim Order and the Budget (as defined in section 11 herein), below. In no event
shall the Debtors attempt to grant a lien or security interest, or attempt to grant adequate protection
in Cash Collateral in which Triumph has an interest with priority over, priority equal to, or pari
passu with Triumph, subject to the Carve-Out (as defined in section 46 herein) and any Permitted
Liens (as defined in section 13 herein). Any such grant, or the Debtors’ attempt to request to grant,
is a Post-Petition Event of Default (as defined in section 22 herein).

11. Budget. Attached hereto as Exhibit 2 is the Debtors’ initial cash flow budget (the
“Budget”). The Debtors are only authorized to use Cash Collateral in a manner consistent with the
Budget; provided that, except with respect to Professional Fees (as defined herein), which shall be
paid on time as required by the Budget, disbursements described in the category of the Budget
described as “Operating Disbursements” may be carried over and occur later than the weeks
forecasted in the Budget so long as such disbursements occur prior to a Post-Petition Event of
Default (as defined herein). Cash Collateral shall be only used for the purposes permitted under

the Budget to provide working capital needs of the Debtors and general corporate purposes of the
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Debtors and to make the payments or fund amounts otherwise permitted in this Interim Order and
the Budget. The Debtors shall timely deliver to Triumph, by not later than 5:00 p.m. (Central
Time) on the Friday of the following week, a variance report in a form approved by Triumph,
showing and comparing, on a line-item basis, the actual cash disbursements and receipts for the
preceding budgeted week and the amount and percentage variance of such actual disbursements

and receipts from those reflected in the Budget for that period (“Variance Report”).

Notwithstanding the foregoing, the Debtors may only exceed any budgeted line item in the
category of “Operating Disbursements” in the Budget by no more than ten percent (10%) in excess
of the total budgeted line item for the first four weeks from and after the Petition Date and each
rolling four-week period thereafter, provided, however, the aggregate payments for all line items
included in “Total Operating Disbursements” for any four-week period shall not exceed the total
budgeted amount for that four-week period by more than five percent (5%) (the “Permitted
Variance”). Any disbursement by the Debtors other than for budgeted amounts or for the purposes
set forth in the Budget, or disbursements in excess of the Permitted Variance set forth above, shall
constitute a Post-Petition Event of Default unless Triumph consents, in its Discretion, to those
changes in writing.

12. Possession _of Proceeds. Pursuant to the Post-Petition Agreements,

notwithstanding that each Account Debtor shall be notified otherwise, if the Debtors come into
possession of any Proceeds of Purchased Accounts or Non-Purchased Accounts, the Debtors
(including any Chief Restructuring Officer, insider, or manager of the Debtors, who on behalf of
the Debtors, is responsible for managing and/or administering such duties of the Debtors) shall
exercise commercially reasonable efforts to immediately notify Triumph in writing of receipt of

the payment (but in no event more than three business days after receipt), hold said payment in
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express trust for Triumph, keep separate and apart from Debtors’ own property and funds, and no
later than two (2) business days following the date of receipt, deliver said payment to Triumph in
the identical form in which received.

13. First-Priority Liens and Security Interests on DIP Collateral. Pursuant to the

Post-Petition Agreements, and as authorized by section 364(c)(1) and (d)(1) of the Bankruptcy
Code, as security for all Post-Petition Obligations (except the TBK Debts), Triumph is hereby
indefeasibly granted, a valid, binding, enforceable, and perfected, sole ownership interest in all
Purchased Accounts, and a first and senior priority security interest and lien (the “DIP Lien”) in
all property and assets of the Debtors and all products, proceeds, substitutions, and additions
thereto, , including without limitation, all of Debtors’ assets including, but not limited to, all of the
Debtors’ rights, title and interest in and to each of the following, wherever located and whether
now or hereafter existing or now owed or hereafter acquired or arising: Accounts (including Non-
Purchased Accounts and lease receivables), Chattel Paper, Deposit Accounts, Goods, Inventory,
Equipment, Instruments, Investment Property, Documents, Letter of Credit Rights, Letters of
Credit, Commercial Tort Claims, General Intangibles, all policies of insurance, including unearned
premiums,, the Additional Cash Reserve under the Conversion Addendum, all books, records,
reports, memoranda, and/or data compilations, in any form (including, without limitation,
corporate and other business records, customer lists, credit files, computer programs, printouts and
any other computer materials and records) pertaining to any of the foregoing, and all products,
proceeds, replacements, additions, and substitutions of any and all of the foregoing (collectively,
the “DIP Collateral™), provided that (a) the DIP Lien shall exclude claims or causes of actions
arising pursuant to Bankruptcy Code sections 506(c), 544, 545, 547, 548, 549, 550, 553, and 724

(“Avoidance Actions”), but shall include the proceeds of Avoidance Actions subject to entry of
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the Final Order, and (b) the DIP Lien in any DIP Collateral (other than the Purchased Accounts in
which Triumph is the sole owner free and clear of any liens, encumbrances, and free and clear of
the Carve-Out (as defined in section 46 herein)) will only be subject to any senior, valid, properly
perfected, unavoidable liens or security interests in existence as of the Petition Date, or that are
perfected subsequent to the Petition Date as permitted by section 546(b) of the Bankruptcy Code

(the “Permitted Liens™). The DIP Lien in the DIP Collateral shall be in a first-priority lien position,

subject only to the Permitted Liens and the Carve-Out, and shall not be made subject to or be made
pari passu with or to any lien or security interest heretofore or hereinafter granted in these Cases
or any case under Chapter 7 of the Bankruptcy Code upon the conversion of the Cases, or in any

other proceedings superseding or related to any of the foregoing (collectively, “Successor Case”).

The DIP Lien shall be valid and enforceable against any trustee or other estate representative
appointed in the Cases or any Successor Case, and shall be valid and enforceable upon, and shall
survive, the dismissal of the Case or Successor Case. No lien or interest avoided and preserved for
the benefit of any estate pursuant to section 551 of the Bankruptcy Code shall be made senior to,
or pari passu with the DIP Lien. No person shall be permitted to seek to interfere with, impair, or
otherwise seek to enforce any right or privilege that may in any way interfere with or adversely
affect any of the liens, rights, interests, and claims provided to Triumph by the Debtors in respect
to the DIP Lien or any DIP Collateral. Nothing contained in this Interim Order shall limit, or
otherwise impair, any of Triumph’s liens or security interest in existence on the Petition Date.

14. [Reserved].

15. Cross-Collateral and Guarantees Preserved. Nothing contained herein shall

modify, limit, impair, or otherwise adversely affect any of Triumph’s liens, claims, rights, or

interests in any collateral granted to Triumph by any Non-Debtor Third Parties, or any guarantees
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provided by such Non-Debtor Third Parties. All of Triumph’s liens, claims, rights, or interests in
any and all such collateral, and against all such Non-Debtor Third Parties are expressly preserved.

16. Adequate Protection. As adequate protection: (i) to secure the Post-Petition

Obligations (except the TBK Debts); (ii) to the extent, that due to the use of any pre-petition assets
by the Debtors, Triumph suffers a decrease in the value of Triumph’s interest in the Debtors’ pre-
petition assets; (iii) in connection with the Debtors’ use of Cash Collateral; (iv) with respect to the
impairment, if any, of Triumph’s interest in the Cash Collateral; and (v) to secure all of the
Debtors’ obligations to Triumph under the Post-Petition Agreements and this Interim Order
(except the TBK Debts), Triumph is hereby indefeasibly granted, a valid, binding, enforceable,
and perfected first and senior ownership interest in all Purchased Accounts and valid, binding,
enforceable, and perfected security interests and liens in the DIP Collateral to the same extent,

validity and priority as existed pre-petition (the “Adequate Protection Lien”), subject to the

Permitted Liens and the Carve-Out and junior and subordinate to the DIP Lien. The Adequate
Protection Lien shall be in a first-priority lien position, subject only to the Permitted Liens and the
Carve-Out, and shall not be made subject to or be made pari passu with or to any lien or security
interest heretofore or hereinafter granted in these Cases or the Successor Case. In no event shall
any person or entity at any time interfere with, impair, or otherwise seek to enforce any right or
privilege that may in any way interfere with or adversely affect any of the rights interests and
claims provided to Triumph by the Debtors under this Interim Order and under the Post-Petition
Agreements, including but not limited to, Triumph’s exclusive rights to receive and retain Proceeds

of all Purchased Accounts and all Non-Purchased Accounts.

17. [Reserved].
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18. Subordination. Nothing contained in this Interim Order shall modify the terms of

any subordination agreements or other agreements between Triumph and TBK, all of which remain
in full force and effect.

19. Super-Priority Administrative Expense. Pursuant to section 364(c)(1), (c)(2),

(c)(3), and (d) of the Bankruptcy Code, the Post-Petition Obligations (except the TBK Debts), shall
have priority in payment over any administrative expenses or charges that are or may be incurred

after the filing of the Petition (the “Triumph Superpriority Claim”), including, without limitation,

expenses, charges or claims of the kind specified in sections 503(b), 506(c), and 507(a) and (b) of
the Bankruptcy Code, or other claims arising under sections 105, 326, 328, 330, 331, 365, 726,
1113, or 1114 of the Bankruptcy Code; provided that the Triumph Superpriority Claim shall be
junior to the Carve-Out and, pending entry of the Final Order, shall not be payable from proceeds
of Avoidance Actions. The Triumph Superpriority Claim shall be subject only to the Permitted
Liens and the Carve-Out, and shall not be made subject to or be made pari passu with or to any
claim heretofore or hereinafter granted in these Cases or Successor Case. For purposes of this
Interim Order (and not the Cash Collateral Order), the TBK Debts shall not constitute an
administrative expense under section 503(b) of the Bankruptcy Code.

20. Surcharge and Equities of the Case Waiver. Except for the Carve-Out and

subject to entry of the Final Order, no costs or expenses of administration that have been or may
be incurred in these Cases and no priority claims shall be prior to or on parity with any of the relief
granted to Triumph under this Interim Order. Subject to entry of the Final Order, no other costs or
expense of administration of any kind whatsoever, including, without limitation, expenses of

Chapter 7 administration shall be imposed upon Triumph, the Collateral, or Cash Collateral, DIP
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Collateral, whether by way of surcharge, application of Bankruptcy Code sections 506(c) or
552(b), or otherwise.

21.  Financing Statements. The DIP Lien and Triumph’s security interests in the DIP

Collateral, Cash Collateral, and Adequate Protection Lien are automatically perfected upon entry
of this Interim Order. Triumph shall not be required to file, but may in its Discretion file, any UCC
financing statement(s) or other document(s) with any filing authority to further perfect and/or
maintain perfection of such ownership in the Purchased Accounts, or any security interest or lien
granted pursuant to the Post-Petition Agreements and this Interim Order, or take any other action
in connection therewith; provided, however, that if Triumph, in its Discretion, shall elect to file
any UCC financing statement or other document with respect to such ownership interest in the
Purchased Accounts or security interests and liens in the DIP Collateral, the automatic stay is
hereby lifted, and the Debtors shall be deemed to have authorized the filing thereof and same shall
be deemed to have been perfected at the time and on the date of commencement of these Cases, or
as of the date of the filing of any previously filed financing statement, whichever is earlier.

22.  Events of Default. Each of the following shall be a “Post-Petition Event of

Default” under the Post-Petition Agreements and this Interim Order: (i) any of the Debtors violate
any material provision of this Interim Order or the Post-Petition Agreements; (ii) an “Event of
Default” (as defined in the Post-Petition Agreements) occurs; (iii) the appointment of a trustee or
an examiner with substantial powers over any the Debtors or their estates; (iv) the dismissal or
conversion of these Cases to chapter 7; (v) the granting of relief from the automatic stay to permit
any party to recover possession of any property necessary and material to the operation of the
Debtors’ business; (vi) any successful challenge to the amount, validity, or enforceability of

Triumph’s ownership of Accounts, the validity or enforceability of its liens, or the assertion of any
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other claim against Triumph in or related to these Cases; (vii) any of the Debtors fail to file when
due any tax reports or forms or other mandatory filings with any state, local, or federal agency;
(viii) any of the Debtors seek any amendment, modification, or extension of this Interim Order
without the prior written consent of Triumph, and no such consent shall be implied by any other
action, inaction or acquiescence of Triumph; (ix) any of the Debtors fail to pay the amounts set
forth in the Budget for payment of Professional Fees or U.S. Trustee fees, at the time identified in
the Budget into the Professional Fees Account (defined herein); (x) any of the Debtors fail to pay,
within five (5) business days of Court approval, any post-petition fees or costs due to any
Professional; (xi) failure to deliver to Triumph, within three business days after the Petition Date,
fully executed Reaffirmation Agreements from Pro Tec Inc., SPG Transportation Inc., Kalway
Inc., and Kaltrans Inc., Kalvinder Singh, and Sukhvinder Singh; (xii) a material violation of an
order of this Court; (xiii) failure to pay adequate protection payments to TBK at the times and in
the amounts required in the Cash Collateral Order, or other material breach of the Cash Collateral
Order; (xiv) the Chief Restructuring Officer of the Debtors is not formally in place on the Petition
Date and, subject to the oversight of the new independent Board of Directors, is not in full and
exclusive management control of the Debtors and their assets; (xv) the Chief Restructuring Officer
either voluntarily or involuntarily ceases to be in full and exclusive management control of the
Debtors and their assets (subject to the oversight of the new independent Board of Directors,) or
otherwise becomes disassociated from the Debtors and no replacement has been selected
acceptable to Triumph in its Discretion; (xvi) Kal Freight shall cease to operate its business; (xvii)
all Post-Petition Obligations (except TBK Debts) due Triumph are not repaid in full, without
setoff, recoupment or deduction, by no later than the earlier of conversion or dismissal of the

chapter 11 case, or, the effective date of any confirmed Plan, unless Triumph agrees to and
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consents, in writing, to other treatment under a Plan; (xviii) Debtors’ fail to maintain a minimum
cash balance at the end of each week of $400,000, after all expenses in the Budget for that week
have been paid in full; (xix) the failure to pay at the times set forth in the Budget the full amount
of the “Proceeds from Owner’s and Company’s Real Estate; (xx) the actual “Net Cash Flow” each
for each rolling four-week period in the Budget is more than 15% less favorable than the amounts
projected in Budget for such period; (xxi) at any time, failing to pay, deposit, or withhold when
required by law any of the fees, taxes, or other obligations of the types described in the Debtors’
Emergency Motion for Entry of an Order (I) Authorizing the Payment of Certain Taxes and Fees
and (IT) Granting Related Relief; (xxii) the actual Total Revenue Receipts amounts received for
each rolling four-week period in the Budget is more than 15% less than the projected Total
Revenue Receipts amounts in the Budget for such period; or (xxiii) a Final Order with a budget,
each in a form and substance satisfactory to Triumph in its Discretion, is not entered before the
expiration of the period covered by the Budget. Triumph is under no obligation to agree to purchase
any Accounts or continue to provide any post-petition financing under the terms of a Final Order.
Any Post-Petition Event of Default shall conclusively be deemed a material default under the Post-
Petition Agreements and this Interim Order. The Debtors shall immediately notify Triumph in
writing upon the occurrence of a Post-Petition Event of Default. The Debtors’ failure to provide
such notification is a material violation of and an Event of Default under this Interim Order.
Without waiving any rights and expressly reserving the right to later enforce an Event of Default,
Triumph may, in its Discretion upon written notice to the Debtors, elect to not immediately enforce
an Event of Default.

23. Effect of Post-Petition Event of Default—Cash Collateral. Upon the occurrence

of a Post Petition Event of Default, the Debtors’ right to use any Cash Collateral or DIP Collateral
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shall automatically, and immediately terminate without the need for notice from Triumph, and the
Debtors’ right to obtain further Payments or advances from Triumph shall automatically and
immediately terminate without entry of an order from the Court.

24. Effect of Post-Petition Event of Default—Post-Petition Agreements. In addition

to all other of Triumph’s rights under the Post-Petition Agreements and this Interim Order, upon
the occurrence of a Post-Petition Event of Default, and immediately upon the filing with the
Bankruptcy Court a notice of the occurrence of such Post-Petition Event of Default, Triumph shall
have the right to (a) stop performance under the Post-Petition Agreements without regard to the
automatic stay or the need for further order of the Court; (b) continue to collect the Accounts and
apply payments as provided in this Interim Order; and (c) exercise any and all rights and remedies
under the Post-Petition Agreements and the Interim Order, including requiring the Debtors (and
any superseding Trustee) to immediately surrender and deliver peaceful possession of all of the
DIP Collateral to Triumph; provided, however, that relief under subsection (c) relating to the
Debtors may only be sought after notice, hearing, and further order of this Court. The Debtors
consent to such hearing under subsection (c) being on emergency notice, subject to at least five (5)
business days’ notice. Nothing contained in this Section 24 shall impair or limit any of Triumph’s
claims, rights, or remedies, and no relief from this Court is required before Triumph can exercise
any such rights against any non-Debtor persons or entities.

25. [Reserved].

26. Professional Fees Reporting Requirement. The Debtors shall, no later than

Friday at 5 p.m. Central Time of each week, send Triumph a statement of the accrued and unpaid
fees and costs of each Professional through the Friday of the prior week. In addition to all of

Triumph’s other rights, and without waiving a Post-Petition Event of Default, Triumph is
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authorized to reduce and withhold Payments and advances to Kal Freight by the amount of such
professional fees and costs the Debtors do not pay into the Professional Fees Account (as defined
herein) at the time stated in the Budget.

27. Survival of Provisions. The rights and remedies afforded to Triumph under the

Post-Petition Agreements and this Interim Order, and any actions taken pursuant thereto, shall
survive unaffected by the entry of any orders which may be subsequently entered in these Cases
or any case to which some or all of these Cases may be converted. In addition, Triumph’s
ownership of the Purchased Accounts and the security interests, liens, and interests recognized or
granted to Triumph under the Post-Petition Agreements and this Interim Order shall continue
unimpaired and in full force and effect in these Cases and any superseding Chapter 7 case under
the Bankruptcy Code, or, in the event these Cases are dismissed, such ownership of the Purchased
Accounts and security interests, liens, and interests shall be and remain indefeasible and shall
maintain their priority as provided by this Interim Order until all of the Post-Petition Obligations
have been paid and indefeasibly satisfied in full. The terms and conditions of the Post-Petition
Agreements and this Interim Order (and any Final Order), and Triumph’s protections, rights, liens
and security interests, and claims thereunder shall control over the terms of any plan of
reorganization (“Plan”) that the Debtors or any other party-in-interest may file with the Bankruptcy
Court, and Triumph’s protections, rights, liens and security interests, and claims in the Post-
Petition Agreements and this Interim Order (and any Final Order), shall survive an order
confirming a Plan in these Cases, and may not be varied, altered, or modified by any Plan proposed
by the Debtors or a related entity without Triumph’s express written consent, and such Plan may
not vary, alter or modify any rights, claims, and collateral that Triumph has against any guarantor,

secondarily liable person or entity, or any entity that granted Triumph collateral. The filing of any
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Plan in contradiction to these provisions shall be deemed to be a material Post-Petition Event of
Default and to have been filed in violation of section 1129(a)(1) and (3) of the Bankruptcy Code
to the extent the content of such Plan violates the proscriptions contained in this section. No Post-
Petition Obligation (except TBK Debts) to Triumph shall be discharged by the entry of any order
confirming a plan of reorganization and, pursuant to sections 1141(d)(4) and 1192 of the
Bankruptcy Code, unless prior to or concurrently with the entry of such order, Triumph is paid in
full and all monetary and non-monetary obligations under the Post-Petition Agreements are fully
paid and indefeasibly satisfied.

28. Indemnification. The Debtors are required to each fully and timely perform all of

their respective obligations under the Post-Petition Agreements, including, without limitation,
their obligations to indemnify Triumph pursuant to the Post-Petition Agreements. This obligation
includes indemnification for events and occurrences that arose pre-petition and events and
occurrences that may arise post-petition. In addition, the Debtors will indemnify and hold harmless
Triumph and each of its agents, directors, attorneys, consultants, advisors, and controlling persons
(solely in their capacities as such), and each of their successors and assigns, from and against any
and all damages, losses, obligations, liabilities, claims, actions, or causes of action, and reasonable
and actual costs and expenses (including, without limitation, attorney’s fees, costs, and expenses)
incurred or required to be paid by an indemnified party of every nature and character arising out
of or related to or in connection with the Post-Petition Obligations (except TBK Debts), Post-
Petition Agreements or the transactions contemplated therein, or this Interim Order. The Debtors’
obligations to Triumph shall be secured by the DIP Collateral and afforded all of the priorities and
protections afforded to the Post-Petition Obligations (except TBK Debts), this Interim Order, and

the Post-Petition Agreements. Nothing contained in this Section 28 shall limit any non-Debtor
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persons’ or entities’ indemnity obligations to Triumph, regardless of whether those obligations
arose prior to or after the Petition Date.

29.  Releases. Effective upon the entry of a Final Order and subject to the rights of other
parties-in-interest set forth in Section 39 of this Interim Order, the Debtors and the Debtors’ estates,
on their own behalf and on behalf of each of their predecessors, their successors, and assigns shall
unconditionally, irrevocably, and fully forever release, remise, acquit, relinquish, waive, and
discharge each of Triumph and its former, current, or future officers, employees, directors, agents,
representatives, owners, members, partners, financial advisors, legal advisors, shareholders,
managers, consultants, accountants, attorneys, affiliates, predecessors, and predecessors in interest
(solely in their capacities as such), of and from any and all claims, counterclaims, setoffs, offsets,
recoupments, demands, liabilities, responsibilities, disputes, remedies, causes of action,
indebtedness, obligations, rights, assertions, allegations, actions, suits, controversies, proceedings,
losses, damages, injuries, attorneys’ fees, costs, expenses, or judgments of every type, whether
known, unknown, asserted, unasserted, suspected, unsuspected, accrued, unaccrued, fixed,
contingent, pending, or threatened, including, without limitation, all legal and equitable theories
of recovery, arising under common law, statute, or regulation or by contract, of every nature and
description arising out of, relating to, or in connection with any of this Interim Order, any Final
Order, the Post-Petition Agreements, the transactions contemplated therein, or the negotiation
thereof (the “Releases”).

30. Certain Prohibitions. Unless Triumph shall have given its prior written consent,

or unless and until the Debtors indefeasibly pay all Post-Petition Obligations (except TBK Debts)
and fully satisfy all monetary and non-monetary obligations arising under the Factoring

Agreement, the Debtors shall not seek, and there shall not, at any time, be entered in these Cases
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any further order that authorizes: (i) the Debtors’ use of Cash Collateral in violation of the
provisions of this Interim Order or the Budget; (i1) the use, sale or lease, other than in the ordinary
course of business, of any asset of the Debtors in which Triumph has any interest, (iii) the Debtors
to obtain credit or incur any indebtedness that is (A) secured by a security interest or lien in
property that constitutes an equal or senior part of the DIP Collateral; or (B) entitled to priority
administrative status which is equal or senior to that granted to Triumph herein; or (iv) the
enforcement by any creditor of a claim, the effect of which will authorize the impairment, seizure,
or application of any or all of the Purchased Accounts, any material portion of the DIP Collateral,
or proceeds of any of the foregoing. In no event will the Debtors take any action that will impair
or adversely affect Triumph’s rights in the Purchased Accounts.

31.  Direct Contracting Party Invoices Only. Kal Freight (including any Chief-

Restructuring Officer) shall only submit invoices to Triumph for purchase under the Factoring
Agreement for which Kal Freight is the legal entity that is the direct contracting party on the
applicable invoice being submitted for purchase. Kal Freight shall not submit invoices to Triumph
for purchase under the Factoring Agreement that arise from any subcontracted or other indirect
transportation services. Kal Freight will fully comply with all statutes, rules, and regulations
governing the transportation of goods and the documentation regarding such transportation
services.

32. Site Visit. Triumph may, on reasonable notice to the Debtors, at any time during
Debtors’ normal business hours, to perform a site visit/field examination conducted by Triumph’s
representatives at the Debtors’ locations, at such times and in such frequencies that Triumph may
elect, to review Debtors’ physical premises, interview their staff, or inspect the Debtors’ non-

privileged books and records and the DIP Collateral. The Debtors shall accommodate and
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cooperate with Triumph in connection with such a site visit/field examination.

33.  Inspection of Books. Triumph may inspect the Debtors’ non-privileged books,

records, and business operations. The foregoing includes, but is not limited to, responding within
one (1) business day to any telephone or email inquiries, making knowledgeable individuals
available to Triumph representatives for in-person meetings or calls, and otherwise providing
timely and full and complete disclosures of information and documentation as may be requested
by Triumph. The Debtors shall accommodate and cooperate with Triumph in connection with such
inspection.

34.  No Waiver. The failure of Triumph to seek relief or otherwise exercise its rights
and remedies under this Interim Order, the Post-Petition Agreements, or applicable law, as the case
may be, shall not constitute a waiver of any of the rights hereunder, thereunder, or otherwise.

35.  No Third-Party Rights. Except as explicitly provided herein, this Interim Order

does not create any rights for the benefit of any third party, including, but not limited to, any Non-
Debtor Third Party, creditor, equity holder or any direct, indirect, or incidental beneficiary.

36. No Modification of Triumph Rights and Liens Against Third Parties. Nothing

contained in this Interim Order or any Final Order shall impair, or otherwise constitute a
modification, waiver, reduction, or limitation of any of Triumph’s liens or security interests in, or
rights or claims against any Non-Debtor Third Party, whether arising pre-petition or post-petition,
or granted any lien or security interest to secure any of the Debtors’ obligations to Triumph,
whether arising pre-petition or post-petition, all of which rights, claim, liens and security interests
survive and continue to apply. Triumph reserves all such rights, claims, liens, and security

interests.
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37. Subsequent Events. If this Interim Order or any of the provisions of this Interim

Order are hereafter modified, vacated or stayed, such modification, vacatur or stay shall not affect
(a) the validity of the Post-Petition Obligations (except TBK Debts) incurred by the Debtors to
Triumph prior to the effective date of such modification, vacatur, or stay; (b) the granting of liens
and security interests in the DIP Collateral; (c) the granting to Triumph of adequate protection,
Super-Priority Administrative Claims, and of any other rights as provided in this Interim Order; or
(d) the validity or enforceability Triumph’s sole ownership in any Purchased Accounts, and any
security interest, lien or priority authorized or created hereby or pursuant to the Post-Petition
Agreements and this Interim Order. Notwithstanding any such modification, vacatur, or stay, any
Post-Petition Obligations (except TBK Debts) incurred by the Debtors to Triumph prior to the
effective date of such modification, vacatur or stay shall be governed in all respects by the
provisions of this Interim Order, and Triumph shall be entitled to all the rights, remedies, liens,
privileges and benefits granted in this Interim Order and pursuant to the Post-Petition Agreements.

38. Immediately Enforceable. Pursuant to Bankruptcy Rule 6004(h), all of the terms

of this Interim Order, including in respect to authorizing a sale of Debtors’ Accounts, shall be
deemed immediately effective and enforceable and not stayed absent entry of an order granting a
stay after a hearing upon notice to the Debtors and Triumph.

39. Challenge Period. The Debtors’ Stipulations and Releases are approved and

confirmed; provided that other parties-in-interest shall have up to and not more than seventy-five
(75) days after entry of this Interim Order (and, with respect to an official committee of unsecured
creditors, sixty (60) days after formation thereof) to complete an investigation of the Debtors’
Stipulations and: (a) Triumph’s sole ownership interest in pre-petition Purchased Accounts and

the proceeds thereof; (b) the validity, enforceability, priority of the liens and security interest
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granted to Triumph in the Debtors’ pre-petition Collateral (as defined in the pre-petition Factoring
Agreement); (c) the validity or enforceability of the Releases; or (d) the amount of Triumph’s
claims against the Debtors that arose before the commencement of the Cases (collectively, the

“Challenge Period”); provided, however, on motion filed before the end of the Challenge Period,

the end of the Challenge Period is subject to extension by written agreement of Triumph or by
order of the Court for good cause shown. If, by no later than the end of the Challenge Period, none
of the categories of parties listed in the preceding sentence file a motion for standing attaching a
proposed complaint or, to the extent such party already has the requisite standing, commence a
proceeding with the Bankruptcy Court contesting, or otherwise seeking a declaration of Triumph’s
ownership interest in any pre-petition Purchased Accounts, the validity, enforceability, priority of
the liens and security interest granted to Triumph in the pre-petition Collateral, including Non-
Purchased Accounts, or the amount of Triumph’s claims against the Debtors that arose before the
commencement of the Cases, or the Releases then, as of the expiration of the Challenge Period, all
parties and other persons and entities shall be deemed to be forever barred, waived and/or estopped
from: (a) seeking to prevent or impair Triumph’s rights to retain payment of any Purchased
Accounts and Non-Purchased Accounts, (b) contesting the Debtors’ Stipulations or Triumph’s
ownership interest in any Purchased Accounts, (c) contesting the validity, enforceability, priority
of Triumph’s rights, claims, liens, and security interest as of the Petition Date; (d) contesting the
validity or enforceability of the Releases; or (e) contesting the amount of Triumph’s claims against
the Debtors that arose before the commencement of the Cases.

40. Reimbursements of Fees, Costs, and Expenses. Triumph shall be entitled to be

reimbursed all of its reasonable attorneys’ fees, costs and expenses incurred after the Petition Date.

Triumph is expressly authorized to reduce Payments and advances and to withhold funds from the
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Debtors to cover the approximate amount of attorney fees, costs and expenses as such attorney
fees, costs, and expenses are incurred after the Petition Date. With respect to such attorney fees,
costs, and expenses, Triumph shall follow the following procedure to recover its post-Petition
attorney fees, costs, and expenses: Triumph, by and through its counsel, shall transmit a copy of
counsel’s monthly statements for fees and costs (redacted as necessary to protect privileged and
confidential information, including information protected by the attorney-client and/or work-
product privileges) to: the United States Trustee, Committee counsel, and Debtors’ counsel for
their review each month. Unless a written objection (specifying the line item of the bill objected
to, the reason for the objection and a proposed resolution of the objection) is received by Triumph’s
counsel within 15 days of submission of each monthly statement to each of the above-stated
applicable parties, the amount of such attorney fees, costs and expenses shall be deemed approved.
To the extent Triumph did not withhold sufficient amounts to reimburse it for all such attorney
fees, costs and expenses, Triumph is authorized to charge the Additional Cash Reserve, reduce
Payments and advances and withhold funds from Kal Freight, demand payment from Kal Freight
for any amounts due from Kal Freight, or otherwise exercise its rights under the Post-Petition
Agreements to the balance of such attorney fees, costs, and expenses. To the extent any such party-
in-interest fails to timely deliver a written objection, no further objection may thereafter be made
in connection therewith and any objections shall be deemed to have been waived. If an objection
is timely asserted, the amounts at issue will be considered by the Court if not resolved by the
parties and any remaining amounts not subject to objection shall be promptly retained by Triumph.
Notwithstanding the foregoing, Triumph is authorized to reduce Payments to and withhold funds

from Kal Freight and to be reimbursed post-Petition for all of its reasonable attorneys’ fees, costs,
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and expenses that were incurred prior to the Petition Date without the need to follow the foregoing
procedures.

41.  No Marshaling. Subject to entry of the Final Order and except as set forth herein,

Triumph may exercise all remedies available under this Interim Order, the Factoring Agreement,
and the Post-Petition Agreements, as applicable, without any requirement that Triumph first
looked to exercise any of its rights or remedies against any particular collateral or third-party, or
to exhaust any remedies available to it against any particular collateral or third-party, or to resort
to any other source or means of obtaining payment of any of such obligations or to elect any other
remedy, or to proceed in any particular order or sequence. Subject to entry of the Final Order, in
no event shall Triumph be subject to the equitable doctrine of “marshaling” or any other similar
doctrine with respect to the any of the collateral securing the Post-Petition Obligations; provided,
however, that proceeds of Avoidance Actions may only be applied in the satisfaction of the
Triumph Superpriority Claim or any Post-Petition Obligation (except TBK Debts) only after
Triumph has taken commercially reasonable steps to try to exhaust all other sources of recovery
for payment of such claims. The rights and remedies granted to Triumph in the Post-Petition
Agreements, this Interim Order, and any Final Order are cumulative, are not exclusive, and can be
exercised in any order or sequence.

42. Proof of Claim. Notwithstanding any order entered by this Court establishing a

claims bar date in these Cases or any Successor Case to the contrary, Triumph shall not be required
to file proofs of claim for claims arising under the Factoring Agreement or the Post-Petition
Agreements. The Debtors’ stipulations, admissions, and acknowledgements and the provisions of
this Interim Order shall be deemed to constitute a timely filed proof of claim for all claims arising

under the Factoring Agreement and the Post-Petition Agreements. Triumph shall not be required
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to file, but is not restricted from filing, a proof of claim in these Cases to preserve its right to
receive a distribution applicable to any Pre-Petition Obligations and Post-Petition Obligations
owing to Triumph. Any proof of claim filed by Triumph shall be deemed to be in addition to, and
not in lieu of, any other proof of claim that may be filed or the provisions of this Interim Order.

43.  Miscellaneous. Nothing contained in this Interim Order shall serve to permit or
authorize any Account Debtor to unilaterally modify or extend the terms of payment on Accounts,
or otherwise delay remitting timely payment of any Account to Triumph.

44.  No Admission. Neither this Interim Order, nor Triumph’s consent to the entry of
this Interim Order, shall constitute an admission by Triumph that the protection provided to
Triumph is adequate. At any time, Triumph may apply to this Court for an order modifying the
protection granted Triumph hereunder. Further, neither entry of this Interim Order, nor Triumph’s
consent to entry of this Interim Order, constitutes an agreement by Triumph to the treatment of
Triumph’s claim under any plan of reorganization.

45. Triumph’s Rights Reserved. Nothing in this Interim Order shall: (a) constitute a

waiver or modification of any of Triumph’s rights against any Debtor in these Cases, or against
any guarantor or entity that provided Triumph with collateral to secure any obligation due to
Triumph; or (b) compromise, waive, limit, or modify any of Triumph’s rights to any Collateral the
Debtors granted to Triumph or any collateral any other non-Debtor person or entity granted to
Triumph; or (c) create or give to any such entity or individual any defenses at law or in equity,
including latches, estoppel, or waiver. Triumph reserves all such rights, claims, defenses,
counterclaims, setoffs, offsets, recoupments, and collateral against all such entities and individuals.
Nothing in this Interim Order is intended to be, nor can be relied upon as, evidence of release,

waiver, or modification of any of Triumph’s rights or remedies under the Post-Petition
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Agreements, any and all related guarantees, any other document executed in connection with the
Post-Petition Agreements, any of Triumph’s rights against any guarantor or entity that provided
Triumph with collateral to secure any obligation due to Triumph, applicable law, the Bankruptcy
Code, or otherwise. Triumph reserves all rights.

46. Carve-Out. Except with respect to the Excluded Assets described in the Cash
Collateral Order, each of the DIP Lien, DIP Superpriority Claim, and Adequate Protection Liens
shall each be subject to and subordinate to payment of the Carve-Out. As used herein, the “Carve-
Out” means the sum of (i) all fees required to be paid to the Clerk of the Court and all statutory
fees payable to the Office of the United States Trustee under section 1930(a) of title 28 of the
United States Code plus interest at the statutory rate, which amounts shall not be limited by any
budget (without regard to the notice set forth in (iii) below); (ii) all reasonable fees and expenses
up to $25,000 incurred by a trustee under section 726(b) of the Bankruptcy Code (without regard
to the Carve-Out Trigger Notice (as defined herein)); (iii) up to the amounts set forth for each
Professional in the Budget, to the extent allowed at any time, whether by interim order, procedural
order, or otherwise, all unpaid fees and expenses (and any monthly, restructuring, or sale fees to
the extent earned prior to the date of the Carve-Out Trigger Notice (as defined herein)) (the

“Allowed Professional Fees™) incurred by (or payable to) persons or firms retained by the Debtors

pursuant to sections 327, 328, or 363 of the Bankruptcy Code (the “Debtor Professionals’) (which,

as of the date of this Interim Order means, Pachulski, Stang, Ziehl & Jones, LLP, Development
Specialists, Inc., and Stretto, Inc.) and any official committee of unsecured creditors (the

“Committee Professionals™ and together with Debtor Professionals, the “Professionals”) at any

time before the date of delivery of the Carve-Out Trigger Notice by Triumph, whether allowed by

the Court prior to or after delivery of a Carve-Out Trigger Notice; and (iv) Allowed Professional
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Fees of the Professionals in an aggregate amount not to exceed $250,000 incurred on or after the
date of delivery of the Carve-Out Trigger Notice, to the extent allowed at any time, whether by
interim order, procedural order, or otherwise (the amount set forth in this clause (iv) being the

“Post Carve-Out Trigger Notice Cap”). For purposes of the foregoing, “Carve-Out Trigger Notice”

shall mean a written notice delivered by email (or other electronic means) by Triumph to the
Debtors, their restructuring counsel (Pachulski Stang Ziehl & Jones LLP), the U.S. Trustee, and
counsel for any official committee of unsecured creditors, which notice may be delivered
following the occurrence of a Post-Petition Event of Default, stating that the Post Carve-Out
Trigger Notice Cap has been invoked. The Debtors shall, on a weekly basis commencing on the
second week of the Budget (or as otherwise contemplated in the Budget if fees are accrued but not
paid during certain weeks), transfer into a segregated account (which may be the trust account of

Debtors’ counsel), not subject to the control of Triumph (the “Professional Fees Account™), an

amount equal to the amount budgeted for the Professionals for the preceding week in the Budget.
Upon the delivery of the Carve-Out Trigger Notice, the Debtors shall deposit all available cash on
hand into the Professional Fees Account until such amounts therein equal the Carve-Out. The
Professional Fees Account, and all funds held therein, shall remain property of the Debtors’ estates
unless and until they are paid to the Professionals following Court approval of a fee application
seeking approval of the same (if required), and shall be available only to satisfy obligations
benefitting from the Carve-Out, and Triumph (i) shall not sweep or foreclose on any such available
cash of the Debtors until the Professional Fees Account is fully funded, and (ii) shall have a first
priority lien and security interest on any residual interest in the Professional Fees Account
available following satisfaction in cash of the Carve-Out. Nothing contained in this section 46 shall

give the Professionals or any other person or entity and rights to, claims, liens, or security interests
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in, any of the Non-Purchased Accounts, any of the Purchased Accounts, or proceeds of either of
the foregoing. In no event will the Carve-Out exceed the amounts set forth for each Professional
in the Budget that remain unpaid plus the Post Carve-Out Trigger Notice Cap, if applicable. In no
event will any professional, trustee, other person or entity have any right to seek recovery from
Triumph on account of the Carve-Out, or assert a lien or claim in or to any funds Triumph holds
in reserve or in any account, or assert a lien or claim in any assets or proceeds of Accounts that
Triumph has collected or may collect in the future.

47. Limitation of Use of Proceeds of Post-Petition Agreements and DIP Collateral.

Notwithstanding anything herein or in any other order of this Court to the contrary, none of the
Proceeds of the Post-Petition Agreements, Payments on any Purchased Accounts, the DIP
Collateral (including Cash Collateral), or the Carve Out may be used to (i) investigate, analyze,
commence, prosecute, threaten, litigate, object to, contest, or challenge in any manner, or raise any
defenses to, the validity, perfection, priority, extent, or enforceability of any amount due under the
Post-Petition Agreements or the liens or claims granted under this Interim Order, the Post-Petition
Agreements, or any other rights or interests of Triumph; (ii) assert any claims or defenses,
including any action pursuant to sections 506(c), 544, 545, 547, 548, 549, 550, 553, and 724 of the
Bankruptcy Code, or any other causes of action against Triumph and its agents, affiliates,
subsidiaries, directors, officers, representatives, attorneys, or advisors; (iii) prevent, hinder, or
otherwise delay Triumph’s assertion, enforcement, or realization on the DIP Collateral or pre-
petition Collateral in accordance with the Post-Petition Agreements or this Interim Order, the
exercise of rights by Triumph once a Post-Petition Event of Default has occurred, or any other
rights or interest of Triumph; (iv) seek to subordinate (other than the Carve-Out) or recharacterize

the Post-Petition Obligations or to disallow or avoid any claim, mortgage, security interest, lien,
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or replacement lien or payment thereunder; (v) seek to modify any of the rights granted to Triumph
under this Interim Order or the Post-Petition Agreements; (vi) file any motion seeking approval of
a sale of any DIP Collateral without the consent of Triumph; or (vii) pay Allowed Professional
Fees, disbursements, costs, or expenses incurred by any person, including, without limitation, any
official committee of unsecured creditors in connection with any of the foregoing; provided that
no more than $25,000 of the DIP Collateral may be utilized by the Committee Professionals to
investigate the Debtors’ Stipulations and the prepetition liens and claims of Triumph during the
Challenge Period.

48.  Discovery Responses. Nothing contained in Section 47 shall prohibit the Debtors

or Triumph from responding, objecting to, or complying with discovery requests of any official
committee of unsecured creditors, in whatever form, made in connection with such investigation.

49. Conflict. If there is any conflict between this Interim Order and the Post-Petition
Agreements, the terms and provisions of this Interim Order shall control. Triumph’s rights under
this Interim Order and Triumph’s rights under the Cash Collateral Order are cumulative.

50. Service of Interim Order. The Debtors, within forty-eight (48) hours following

the entry of this Interim Order, shall cause copies of this Interim Order and the Motion, with all
attachments, to be served on each of the Debtors’ 30 largest unsecured creditors, Triumph, the
Debtors’ other secured creditors, the United States Trustee’s Office, and all other parties who are
required to be served under Fed. R. Bankr. P. 4001(d), any other Bankruptcy Rules, Bankruptcy
Local Rules, and the Complex Case Procedures.

51. Retroactive Applications. This Interim Order is and shall be fully effective upon

its entry, retroactive to the Petition Date.

4895-5095-6006.11 47520.00001 41



Case 24-90614 Document 7-1 Filed in TXSB on 12/05/24 Page 42 of 75

52. Final Hearing. The Debtors’ authorization granted under this Interim Order shall
expire on the earlier of a Post-Petition Event of Default, entry of an order terminating the Debtors’
rights under this Interim Order, or entry of a Final Order. A final hearing shall be held on December
[ ],2024, at [ ] a.m./p.m. Any objection to the motion for entry of a Final Order shall
be filed with the Court and served on counsel no later than 5:00 p.m. Central Time on

[ |; provided, however, all of the rights, remedies, security interests, and adequate

protection granted to Triumph shall survive expiration of this Interim Order.

Dated: , 2024
Houston, Texas

UNITED STATES BANKRUPTCY JUDGE
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EXHIBIT 1

Post-Petition Agreements
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o | I H FACTORING AND SECURITY AGREEMENT
Triumph

AMENDMENT 6

This Sixth Amendment (“Amendment’) amends the Factoring and Security Agreement made as of
April 25, 2017, by and between KAL FREIGHT INC. (“Client”) and Triumph Financial Services LLC,
Advance Business Capital LLC dba Triumph Business Capital (“Triumph”) as follows, effective as of
date accepted below or the date received by Company, whichever is later.

Schedule A-1 is hereby deleted and replaced by the attached Schedule A-2.

THIS AMENDMENT AND THE FACTORING AND SECURITY AGREEMENT EMBODY THE ENTIRE AGREEMENT
BETWEEN THE PARTIES AND SUPERSEDES ALL PRIOR AGREEMENTS AND UNDERSTANDINGS, IF ANY,
RELATING TO THE SUBJECT MATTER HEREOF. THIS WRITTEN AGREEMENT REPRESENTS THE FINAL
AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS. THERE ARE NO ORAL AGREEMENTS BETWEEN
THE PARTIES.

IN WITNESS WHEREOF, the Parties have executed this agreement on the day and year as
specified below.

TRIUMPH FINANCIAL SERVICES LLC CLIENT: KAL FREIGHT INC.

DocuSigned by:

By| Kalvinder Singh

! ) /4, 7%/ Naune. - Ralvinder Singh

Title: President

Acceptance Date: 2/27/2024

George A. Thorson
Chief Credit Officer

651 Canyon Dr., #105, Coppell, TX 75019 | 866.365.0888 | invoicefactoring.com
Factoring products and services offered by Triumph Financial Services LLC, a subsidiary of TBK Bank, SSB, DBA Triumph
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o | I H FACTORING AND SECURITY AGREEMENT
Triumph

SCHEDULE A-2: PRICING AND TERMS

This amended Schedule A, as referenced in that Factoring and Security Agreement dated April 25,
2017, by and between Triumph Financial Services LLC (“Triumph”) and KAL FREIGHT INC.
(“Client”), shall govern in respect to the following Terms:

Maximum Advane e e e T

Term Effective date August 18, 2023, One (1) year with Auto
Renewals as of effective date.

Advance Rate 99% of Eligible Accounts

Repurchase Period 90 days

Finance Rate Prime Rate plus 0% (Prime Rate Floor 4%)

Factoring Fee Percentage Period
Initial Period 0.05% 90 days
Subsequent Periods N/A N/A

Setup Fee $0.00

Triumph Fuel Card No Charge (for loading)

Wire Transfer Fee $0.00

Electronic Fund Transfer (ACH) $0.00

Special Considerations N/A

DS
Initials: ‘ KS Date Signed: 2/27/2024

651 Canyon Dr., #105, Coppell, TX 75019 | 866.365.0888 | invoicefactoring.com
Factoring products and services offered by Triumph Financial Services LLC, a subsidiary of TBK Bank, SSB, DBA Triumph
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FACTORING AND SECURITY AGREEMENT
NON-PURCHASE ADVANCE - ADDENDUM

This Addendum (“Addendum”), made as of August 18, 2023, is attached to and made a part of the
Factoring and Security Agreement (“Factoring Agreement”) by and between KAL FREIGHT, INC.
(“Client”) and Triumph Financial Services LLC tka Advance Business Capital LLC dba Triumph Business
Capital (“Triumph”), collectively, (“Parties”) as follows, effective as of date accepted below or the date
received by Triumph, whichever is later.

WHEREAS, Client desires to utilize their Non-Purchase Advance facility (the “NPA Facility”) as
conditioned in the Factoring Agreement, Schedule A — Pricing Terms, Special Considerations, and

WHEREAS, this Addendum shall serve to amend and supplement the Factoring Agreement, as authorized
by Section 19.1 of the Factoring Agreement; and as such all representations and warranties, covenants, and
terms, conditions and thereof as executed therein are applicable and enforceable with this Addendum,

NOW, therefore, in consideration of Client’s request for utilization of their NPA Facility, fulfillment of
criteria stipulated thereof and other valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, the Parties agree as follows:

1. Terms and Conditions of Non-Purchase Advance Facility

Terms and Conditions

Non-Purchase Advance | A Non-Purchase Advance Facility will be made available to Client in an
Facility amount equal to a maximum of $3,500,000 or an amount as supported by
eligible collateral which shall not exceed 70% of prior month’s Non-factored
Accounts (“NFAs”); the calculation of NFAs shall be based on the combined
sum of non-factored accounts of Client, SPG Transportation Inc., and Pro
Tec Inc. Kal Freight, Inc. is the sole borrower under the NPA Facility, and
SPG Transportation Inc. and Pro Teclne. will remain guarantors.

Non-Purchase Advance

Obligation $3,500,000

(Maximum availability of Non-Purchase Advance)

Prime plus 1% (Prime Rate Minimum of 6%)

Client shall pay to Triumph a Finance Rate of Prime Rate plus 1% which
will accrue on the average daily balance of Non-Purchase Advance Facility.
Where available, Client will pay Triumph the Finance Rate charged from
Cash Reserves on first business day of the following calendar month. Where
Cash Reserves are insufficient to pay the Finance Rate, Client shall
immediately pay the balance to Triumph upon notice of a balance due.

Finance Rate/Interest

Repayment 10% of principal balance plus accrued interest from finance rate

Each calendar month, Client shall pay to Triumph no less than 10% of the
principal balance of the prior month’s advance plus the Finance Rate due.
Repayment will be funded by Client’s Purchased Accounts and/or subsequent
Reserve Account through the Factoring Facility.

Monthly Requirements | Each calendar month, Client shall provide Triumph their internal accounts
receivable and accounts payable report.

Default Client must remain in good standing with Triumph and suffer no event of
default.

Triumph Business Capital Page 1 of 2 Addendum — Non-Purchase Advance
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2. Default.

2.1. Events of Default. In addition to the Events of Default in the Factoring Agreement, the following
will constitute an Event of Default under this Addendum: (a) Client fails to pay any amount due
for a given Billing Cycle; (b) Client fails to adhere to any of this Addendum’s terms and conditions
as set forth for repayment of this Non-Purchase Advance Obligation or (¢) Client fails to perform
any provision under this Addendum or any other agreement now or hereafter entered into with
Triumph and Triumph in good faith believes that the prospect for payment or performance is
impaired.

2.2. Effect of Default. Upon the occurrence of any Event of Default, in addition to any rights Triumph
has under the Factoring Agreement or applicable law, Triumph may, in its sole business judgment
and without notice to Client: (a) suspend or terminate all of Client’s rights under this Addendum
and the Factoring Agreement and/or declare all Obligations, including Non-Purchase Advance,
immediately due and payable and all fees shall accrue and be payable at the Default Fees rate under
the Factoring Agreement; and (b) charge Client’s Factoring Agreement Reserve Account with any
outstanding Non-Purchase Advance.

3. Indemnification. Client shall indemnify, defend and hold Triumph harmless against any claims,
losses, costs, fines, penalties or damages, including court costs and reasonable attorneys’ fees arising
out of or related to Client’s (and any Authorized Users’): (a) negligent or willful misconduct; or (b)
breach of this Addendum and the Factoring Agreement.

4. Final Expression and Fully Integrated Agreement. This Addendum constitutes a complete
agreement of the parties as to its content related to the NPA Facility. There are no provisions of any
nature whatsoever relating to the subject matter of this Addendum which are not contained herein. No
representations or agreements of any kind, other than as contained herein, related to the NPA Facility
have been made by the parties hereto or any of their agents or representatives. This Addendum
supersedes all prior negotiations, offers and discussions with respect to the NPA facility and this
Addendum and shall be construed in conjunction with the Factoring Agreement as a single agreement
between the parties.

5. California Disclosures Waiver. Triumph and Client agree and acknowledge that total amounts under
the Factoring Agreement and the Non-Purchase Advance Facility are and will exceed $500,000.00 at
some point during the term of the commercial financing transactions and that Client shall not receive
any disclosures as may have otherwise been required by law.

IN WITNESS WHEREOF, Client agrees to the terms and conditions of this Addendum as stipulated herein,
including the repayment of the Non-Purchase Advance Obligation, and the Parties have executed this
agreement on the day and year as specified below.

TRIUMPH: Triumph Business Capital CLIENT: KAL FREIGHT INC.
DocuSigned by:
WA’ B>E:L(alvinder Singh
ame: Gé€orge A. Thorson Nanre 2Ry it Singh
Title: EVP, Chief Credit Officer Title: President

Acceptance Date: 8/18/2023

Triumph Business Capital Page 2 of 2 Addendum — Non-Purchase Advance
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:":TRIUMPH FACTORING AND SECURITY AGREEMENT

BUSINESS CAPITAL

Advance Business Capital LLC

AMENDMENT 5

This Fifth Amendment (“Amendment”) amends the Factoring and Security Agreement made
as of April 25,2017, by and between KAL FREIGHT INC. (“Client”) and Advance Business
Capital LLC d/b/a Triumph Business Capital (“Company”) as follows, effective as of date
accepted below or the date received by Company, whichever is later.

1. The Maximum Advance, shall be $20,000,000 aggregated between KAL FREIGHT
INC., KALWAY INC and KALTRANS INC.

THIS AMENDMENT AND THE FACTORING AND SECURITY AGREEMENT EMBODY THE FINAL AND
ENTIRE AGREEMENT BETWEEN THE PARTIES AND SUPERSEDE ALL PRIOR AGREEMENTS AND
UNDERSTANDINGS, IF ANY, RELATING TO THE SUBJECT MATTER HEREOF, AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS.
THERE ARE NO ORAL AGREEMENTS BETWEEN THE PARTIES.

IN WITNESS WHEREOF, the Parties have executed this agreement on the day and year
as specified below.

CLIENT: KAL FREIGHT INC.

by A (P

Name: Kalvinder Singh

Title: President

Acceptance Date: _ April 6, 2022

COMPANY: Triumph Business Capital

B_WA%/

Name: George A. Thorson
Title: President

Triumph Business Capital Page 1ofl Amendment — Maximum Advance.doc (072314)
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:.',I: I RI l ]MPH FACTORING AND SECURITY AGREEMENT

BUSINESS CAPITAL
AMENDMENT 4

Advance Business Capital LLC

This Fourth Amendment (“Amendment”) amends the Factoring and Security Agreement
made as of April 25, 2017 by and between Kal Freight Inc. (“Client”) and Advance Business
Capital LLC d/b/a Triumph Business Capital (“Company”) as follows, effective as of date
accepted below or the date received by Company, whichever is later.

1. The Maximum Advance, per Schedule A-1, shall be $20,000,000 aggregated between
Client, SPG Transportation Inc., and Pro Tec Inc.

2. The Term of the Factoring and Security Agreement shall renew as of the date of this
amendment with annual renewals thereafter.

3. Client acknowledges that the California corporation, Kal Freight Inc., has merged with
Kal Freight Inc, a Texas corporation, and that the Texas corporation is the surviving
entity.

THIS AMENDMENT AND THE FACTORING AND SECURITY AGREEMENT EMBODY THE FINAL AND
ENTIRE AGREEMENT BETWEEN THE PARTIES AND SUPERSEDE ALL PRIOR AGREEMENTS AND
UNDERSTANDINGS, IF ANY, RELATING TO THE SUBJECT MATTER HEREOF, AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEQUS OR SUBSEQUENT ORAL AGREEMENTS.
THERE ARE NO ORAL AGREEMENTS BETWEEN THE PARTIES.

IN WITNESS WHEREOF, the Parties have executed this agreement on the day and year
as specified below.

CLIENT: Kal Freight Inc

B «/‘/A

Name: {{alvinder Singh
Title: President

Acceptance Date: ~ —% // 5 // /

COMPANY: - Triumph Business Capital

Ijﬂwﬁ 7%“/

Name: George A. Thorson
Title: President

Triumph Business Capital Page 1 of 1 Amendment — Maximum Advance.doc (072314)
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= PRLUIVL 'H FACTORING AND SECURITY AGREEMENT
BUSINESS CAPITAL
AMENDMENT 3

Advance Business Capital LLC

This Third Amendment (“Amendment”) amends the Factoring and Security Agreement made
as of April 25, 2017 by and between Kal Freight Inc. (“Client”) and Advance Business Capital
LLC d/b/a Triumph Business Capital (“Company™) as follows, effective as of date accepted
below or the date received by Company, whichever is later.

Schedule A is hereby deleted and replaced by the attached Schedule A-1.

THIS AMENDMENT AND THE FACTORING AND SECURITY AGREEMENT EMBODY THE ENTIRE
AGREEMENT BETWEEN THE PARTIES AND SUPERSEDES ALL PRIOR AGREEMENTS AND
UNDERSTANDINGS, IF ANY, RELATING TO THE SUBJECT MATIER HEREOF. THIS WRITTEN
AGREEMENT REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE
CONTRADICTEDR BY EVIDENCE OF PRIOR, CONTEMPORANEQUS OR SUBSEQUENT ORAL AGREEMENTS.
THERE ARE NO ORAL AGREEMENTS BETWEEN THE PARTIES.

IN WITNESS WHEREOF, the Parties have executed this agreement on the day and year
as specified below.

TRIUMPH BUSINESS CAPITAL

%f/m—/@ %/

George A. Thorson
President

CLIENT: Kal Frelght Ine: /

Byc"\ //L al

Name: Kalvmder Singh
Title: President
Acceptance Date: 1/22/20

Tritnph Business Capital Page 1 of 2 Pricing Amendment.doc {0723 14)
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FACTORING AND SECURITY AGREEMENT

| I
-

BUSINESS CAPITAL

Advance Business Capital 1LC

SCHEDULE A-1: PRICING AND TERMS

This amended Schedule A, as referenced in that Factoring and Security Agreement dated April 25, 2017 by and between
Advance Business Capital LLC d/b/a Triumph Business Capital (“Company”) and Kal Freight Inc. (“Client”), shall
govern in respect to the following Terms:

Maximum Advance $7,500,000
Term One (1) Year with automatic renewals thereafter
Advance Rate 95% of Eligible Accounts
Repurchase Period 90 days
Factoring Fees 0.1%
Finance Rate Prime + 1.0% with a floor of 4.0% on Prime
Setup Fee N/A — current client
Wire Transfer Fee $0
Electronic Fund Transfer (ACH) | $0
Express Checks $3 for EFS Money Codes
$10 for other express checks
Cash4Truckers Fuel Card No Charge (for loading)
Special Considerations N/A

Initial: I%S Date: / o ] — ol o4O

Triumph Business Capital Page 2 of 2 Pricing Amendment (§72314)
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:,',': I'R L ]MPH FACTORING anp SECURITY AGREEMENT

BUSINESS CAPITAL

Advitncy Aisinmy Copitalyic

AMENDMENT 2

This Secong Amendmen¢ (“Aznendment”) amends the Factorin g and Security Agreement
made as of April 25, 201 7 by and between Kal Freight Ine. (“Client”) and Advance Business

Capital L1 ¢ d/b/a Trium Ph Business Capital ( “Company”) as follows, effective a5 of September
20, 2017,

REEMENTS
THERE ARE NO ORAL AGR.EEMENTS BETWEEN THE PARTIES
IN WITNESS WHEREOF, the Partjeg have €xecuted thig agreement op the day and year
a5 specified beloyy,
CLIENT: KAL FRE] GHT INC,
By: A 7
Name; Kalvinder Singh
Title: President
Date: Zr- AD— / I
COMPANY:-

Triumpp Business Capita]

Nameg; George A. Thorson

Title: Executive Vice President

Triumph Business Capita] Page | of ] Amendmeny Maximum Advance,doe (072314)
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:" r'? TR[ UMPH FACTORING AND secuRriTy AGREEMENT

BUSINESS CAPITAL
- AMENDMENT 1

Advance Business dpital LiC

This First Amendment (“Amcndmen[") amends the Pactoring and Security Agreement made
as of April 25,2017 by and between Ka] Freight Ine. (“Client”) and Advance Business Capita]
LLC d/b/a Triumph Businegs Capital (“Company") as follows, effective ag of June 23, 2017.

IN WITNESS WHEREOF, the Parties haye €xecuted this agreement on the day and year
as specified below,

CLIENT: KAL FREIGHT INC.,
Name:

Kalvinder Singh /
Title: President
Date: F+ -2 - |

COMPANY: Triumph Business Capital

By:
Name; George A. Thorson

Title: Executive Vice President

Triumph Business Capital Page 1 of Amendmen; Muximum Advanee.doc (0723 14)
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="# TRI UA/‘_I)H FACTORING AND SECURITY AGREEMENT

BUSINESS CARITAL

Tins I"A(TTDIUNG AND SECURITY AUR[‘IEMFNT ™A CMEnt"y is mude ag ol Apri) 25,2017 by and between KAL

= ‘Agre
FREIGHT INC. "Client") gryg Advance Businesg Capital L1¢ d'bia Triumpy Businegy Capital (together wigly its Aflliliates,
SUCCessors ang assipng, "'I'nmnph"}, (individuaﬂy. “Party” gng cu!lacuvcly. “Parties™),

li Dol'ln{;iugu und Indey to Definitions, The t‘nuuwing lerms used herein shayy have the r'ullowing Meanings, Aj capitalized
terms, whether Or not herejy defined, ghaj have the meaning sef fhyy, in the Uniform Commereiy| Code EXCEDL 1o the exeng

otherwise Provided in thjy Agreemeny,
LI “Ae

“Advanee Rater - g Percentage, oy Schedule A olthe Fage Amioun of Purelingeq Accounty immudiulcu'y avitilable
to the Clieng gy the Purehise Dage,

1.5, “Balance Subject g Finanee Fees™ _ . diflference betweey the unpaiy Fuge Amount o Purchygeq Avcounty uny
the Reserye Account - by only tg the extent thay » Finance Ryge 18 designated gy ipplicable, Pursuant 1 Schodule A

L6 “Caprjppn ar "Motor Carpigpn # Persan Providing motor vehicle trinsportation foe COmpensation gng includey 5
Person, gy than 4 oy, Carrier, Hattsparting Property by mygpop vehicle When--the runsporiation, i 45 provided jy
49 Uscs § 13501 the PETSOn iy the uwner, lesyee, or bailee of the Property being ransported; ang the Property jy
being ransported for sule, leage, ent, or baifmeng orlo liwther g commerey) enlerprige,

L7 “Curripr Payment perjogn _ time periog, subsequent Purchase Date, during whicp Triumph iy 185U¢ paymen
to Carriery ehgaged by Freight Brokers.

1.8, “Carripr Settlemeng per load daeumunmtiuu. between Freighy Broker any Carrier, Sutimarizing the termy and
conditions, delivery confirmation, mdvanges and/or othey adjuulrswnm, ifany, ang final caleulation of Carrier Payment
Amounts for eaely load,

L9, “Clogegn in connectign With a Purchageq Account, veaury upay Triumph's receipt of fy)) Payment of 4 Purchyyey

Accounty, Invunmry. I.-Lquipment. Instrumcnls, Investnen; Prop'crry, Dncumcms. Letter of Credijt Rigis, Commerciy]
Tort Claims, and General Intangihles,

L1 “Complote Terminatigy» i Connecy oy With the Tepy of this Agreemen, OLCUrS upop salisfactiog of the ﬁsnuwirlg
conditions: () Payment in i) of al) Obligutians of, Client 1o Triumph; () ia"Triumph has issued o Caused to be jggye
Buirantees, Promises, or letters of credit on hehalp of Client, uuknnw!cdgemcnr from any beneficinrieg thereof thy

LI2, “Defayn Fees™ 1 5 limies the foes listed ip Schedule A, applicable only upon ap Event of Defans,

113, "Discretion™ in the sofq und exelugye businesg Judgment or dc:cm;innlmn of Triumph,

L4, “Early Terminatigy Feer _ 500 ol the Maximym Advinee, applicable only if' this Agreement iy lerminateg
subsequent 1, the No:Rjgk Trial Pering and prive o eng of the Term,

L.15, “Eligible Account” _ 4, Account thy in Triumpyy g Discretion 15 acoepiyhle for purchage,

L1, “Events of Defuyger = See Section |,

17. “Expedited Settlemeny Feen - 825.00 or 1% of the Advange Ryje portion of e Purchage Price, Wiichever j Breater,

Upon Clieny's TeqQUEst for paymen of the Purchyge Price sooper than uy Provided Section 2,2,

1.18, “Exposeq Paymengsn Paymenty Feceived by Triumpl tlyy may subjeer T umnph 1o gi Avoidance Claim under the
United Sgqeq Eiunkmplcy Code.

L9, “Fyee Amoun _ the amouny due on upy Accoun at (e time of Purchise gy evidenged by the Invoice ang Invoice

Cumentutjop,
1.20, "Fﬂclurlng Fee" . 1he Facturing Fee Percentage multiplieq by the Fyee Amount f 5 Purchageq A L for each
l"ncmmlg Fee periogd O portion thereay thart ainy Yeriion thereof remaing npaid as proyi, A,
Triumph Businesg ¢ “apital Page 1 of -
Factiring Apreement dog (11116 Client's Initinis
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1.21, “Fuctoring Fee l’urccullgu“ =85 provided in Schedule A,

22, “Fiuanee Fees" - e produet of (he Finance Rage {Il‘appllcable, 48 provided iy Schedule A) multiplied by Bulance
Subject to Finance Fees,
23 “Finance Rate” . 3 rate Per annum, expregsed a5 a function of Prime Rage, ip upplicable, yy Provided jp Schedule A

1.24, “Freighy Broker _ Person, other than o moor CHITICT OF apy employee o fgent of o Mojor Carrier, that g i principal
Or ngent sells, ofYers Tor sale, negotiules for, or holds itgelr out by solicitation, advcrtisemcm. or otherwise ag selling,
Providing, or aTanging for, transportation by a Motor Carrier for Compensution yy Provided by 49 Uscs g 1 02, In
the eveat Clien qualifies ay 5 Freight Broker, 4 Schedule B may apply,

125, “Insolyenen _ i conneetiny With an Aggoun Debior oceurg When, oy ar before the Repurchase Date, the Accoun;
Debtor becomes subjeet 1o; (7 4 Pelilion under ny state or federy| tebtor relief or liquidatioy Statute filed withiy, the
rnmrvm-y Period, or (i) a Proceeding urger Clapters || or 13 of the Bnnkmplcy Code filed oy the conversion of saiq
CH8e 1o one under Chapter 7, The burden of Proof as to the Insolvency of 4 Account Debygy shall rest solely on the
Client, with jy buing Presumed that ay )y televant times gy Account Debtor iy not Insolven,

L.26. “Invojeen the document thy évidences or jg intended 1o evidence the tepm of sale giving rise 1o uy Account, Where
the contexy sa TRQUItES, reference 1y an Invoice shj| pe deemed to refyr 0 the Accaunt 1o Which it relyres

1.27. “Invoice l)ocumenlutinn“ = ull records, whether in clectronjo of paper form), relating 1o or Supporting an Invoice in
fespeet 10 a clajm fur Payment from ap Account Debrgr including Purchase grders, bills of Inding, receiving
documenty, shipping receipis, packing Jists an the like,

1,28, “Maximum Advaneer _ Amon, per Sehedule A, equal 1o ang Mot to exceed (he ol amouny payible by Triumph
16 Client haged oy the Advance Rate partion of all Purchaseq Accourits offireg during the Term of thig Agreement
and not Closed, Triumph miy elect nog 1o purchase uny Account which Will cause the unpaid balance o Purchaged
Accoums (o exceed the Muximum Advanee, However, i Triumph purchnges Accounty jy excess of the Maximum
Facility, sume shall have gy idverse consequences 1o Triumph's ights uner this Agreemeny,

1.29, “Minimum Munrhly Fee" - the minimum yalye of monthly l-‘a:rnring Fees, byt applicable only nfter the first 90 days
ol the initial Tern; that “amount being $500 rer month,

1.30, “No-Risk Trig) Period” _ po period of tithe iy which the Early Termination Fee is wilved; thy being 3¢ duys from
the date uf (his Agreepien.

1.31. “Obligations . all present ang Tuiure motetary Indebtednggg, liabilitieg ang obligationg owing by Cliens o Triumph,
whether or not irising hercunder and whether arising before, during or after the commencement of ny Bnnkruplcy
Case in which Client is a Debyor or Dchmr-an'omsian.

A3, “Perggpn includes by jg not limited (g individunjs. firmg, Associntions, joing sdventurey, general and fimited
Parinershipy, vstates, s, businesy trusty, syndicutes, ﬁducim‘ics. Corporations, Iimited liubitity COmpaniesy, yf| furms
of Registered Oryuni.":au'uns. and ull othey Broups or combinations,

L34, “Prime Rate™ ). "prime rate” yg set forth in the Money Rugag section of The Wall Street Joumnal o, i1 unavailable,

1,35, “Purchase Dages cach dite op which Client hyg been advised, cither through writing or Posting on duily Settlement
eports available 1 Client, thyy Triumph hag elected ty jgyye the Purchage Price to purchase gy Acconnt,

1.36, “Purchuse Price - the Face Amount of y Purchaseq Account lesy ghe Factoring e,

1.37., “Purchagseq Aceounts» . Aceounty purchased hereundyer Which have not been Clased.

L3%. “Quiek Payment peeygn discount fees, jf applicable (Froight Brokers only), churged 1o Carriers, for immedinge
Payment Processing,

l.39. “Repurchase Periga» _ Provided in Schedule A,

.40, “Repurchagen an Account fyr which Cligny has paid to Triumph the then unpgid Face Amoyn;.

147, “Required Reserve Amount” . . product of the ol unpajd balance of all Purchage Aceounty multiplied by u
Pereentage equal to e difference between | oo, and the Advanee Rate percentage, py provided in Schedule A,

1.42, “Reserye Account™ . non-Depogiy Account maintuined by Triumph for Imokkccping_purpusrs‘ intended 1o represent
the BRgregate, yer-to-he Paid, portion uf 1) Purchageq Accounys,

43, “Regerye Shortfal _ yp,, amount by which e Reserve Accpum i less thay (e Required Resorye

L4, “Sehedyge of Accounts” . form supplicd by Triumph from ¢ i i
offered for sale 1 T

|45, “Setup Fepr fee identifieg per Schedule A

L46. “Torp» “term of hiy Agreement, oy identified jq Schedule A,

LAT. “Uniform Commercig Code™ - [y Uniform Commercial Coge as adopted i the State of Texas,

Trinmph Business Capita) Page 2 o |
Factoring Agrecment. doc (16)
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g hase Price: Bilyg

21, Client shall offer for sale o Triumph, as dbsolute owger and with ) recourse, such of Client's Accounts g ire listed
from time 19 time on each Schedule of Accounts, Ench Schedule of Accounty ghaj) be secompanied by Invojee

thit Trjump)y determines 1 b Eligibe Atcounts,

2.2, Triumph shal) Py or atherwise make availahle to Client the Purchaye Price of any Purchased Aceount, on one (1
business day of the Purchase Date, less any dmounts due 1 Triumply from, Client, inciuding, Without lirnita!iou, any
fees, expinsey and Reserye Shortfal),

23 Atthe time each Schedule of Accounty jy delivered by Client to Triumph, Client will haye offered for yyje to Triumph

the Accounts s listed ung shall plyo offer for sale gyeh and every other they CXISting or later arising Account related
o an Active Account Debior., Triumph may trangmit g monthly statement 1o cach Payor by, among other things,

original Invoice op any Invoiee Dacumentation iy Tespect to any Active Account Debror or Purchaged Account.

2.5, Subjeet g the terms ang conditions of (hiy Agreemen, T, riumpl ig authorized purchase Accoyny Upon telephonic,
facsimile or other instructions received from iny officer, omployee or representative of Client,

- Eees and Expenses, Cliony shall pay 1o Triumph the following jtems:
:

3 Fnttoriug Fees. The Fuetoring Fee gn the date on which g Purchngey Accoun js Purchased, us wel| a for subsequen;
periods us dpplicable — g Provided in Sthedule A,

w

2 Finance Fees, (.'umplur:d on the Balapge Subjeet 1o Finance Fees on (he lirst day of the month Eolfuwing the month
i which jt faceruces, us applicuble — Provided in Schedyjo A,

33 Early Termination fee Applicable only in the event fluy Client terminages this Agreement ufter the engd ol the No-
Risk Trig) Period and other than ay the end of the Tepm.

34, Out-of-pockey Expenses, The Oul-of-pocker cxpenses direetly incurred by Trivmpl in e administration of thig
Agreement such g Wire transfir fees, electronic Tundy transfier fees, postage ang dudit foey — gy Provided in Schedy,
A,

35 Field Audit Expenses. 5750 Per day plus 1rgye) UXpenses in respecy 1 cach nudit, applicuble only ifthe tota Purchused
Accounts exoeeds $1,000,000, Hpon an Tvent of Befiyyy OF 35 may otherwise e Provided in Schedyle A, Subjeet 1o
the preceding sentence, Triumpl may have performe but Client shaj) ot be required 1o Pay for more (hap two audits
Per twelve-mongy period,

36, Other Churges. Oher fees und EXpEnses as specified in this Agreemen; Oras may otherwise be provided in Schedule
A, im'luding, upon euch acciirrence, Expedited Scttlemeny Fees.

4, Reserye Account,

q4.1. Trivmph sh)| Pay 1o Client Oral such other 1imey und frequenciey Mitually ugrecyh]e {0 the Purties, iy
dmount by which the Reserve Account exveeds the Required Reserye Amount, subject to Triumph's right 1o charge
the Reserve Account with any Obligations, Triumph may pay any Hmounty due Clieny hereundir by making a credjt
Lo 1he Reserye Aveount, Additionally, Triumph iy increage the Requireq Reserve Amount by the value of Purchased
Accounts which, in jis Discretion, are unlikely to he Paid prior g the Repurchuse Period,

4.2, Client shull Pay 1o Triumph, on demand, (e Smount of any Reserve Shortfall, 11y Reserve Shortfal continues to exjsp

4.3 Triimph may retajp the Reserve ﬁccm._q:t for ninety days fullnwins fermination of this .r\grec_mnm oruntil g Complete
Termination, whicha VEr1s grentei, 1o be Applicd 10, frlér al- PUYMIEHT T any Obligations whether known of unknown

o Triumph at he time of terminasion.

5. Account Dispuies,
sole cost and eXpense,

Clicnt shall noy Iy Ty fiumph Promptly of and, if, but only if, requested by Triumph in
will seck 10 sefje all disputes concerning any Purchased Account, however, no i

Triumph Business Capita) Page 3 of |
Factining Agreement.doe (111 16)

Client’s Initinis

)s://tbk--c.na15.content.forca.corn!sim._rlet’servtat.FHeDOWnload?ﬁtmDOPiOOOODDrQCbS 171



lod ' ¢ Page 57 of 75
24-90614 Document 7-1 Filed in TXEEOR 208124 Pag
Case 24-

made without Cliens having first abinineg Triumph's expresy written authorization, Triurph, at Client's sole expense, shall gt
all times be irevocubly authorized, but noy required, (o geltle, compromise, or pursue collection of (collectively, *Resolye

any dispute pertaining to g Purchased Aceouny Hpon such terms, per Triumph'y Discretion, withoy otherwise seeking Client'y
consent. Upon the veeurrence of an Event of Deluult, Triumph may Resolve such issues with Yespeet to any Accouny of Client.

0. Repurchase of ceaumts. Triumph may demani thyg Client Repurchase a Purchased Account by fequiring payment or oy
Triumph's option, by debiting the Reserye Account of the then unpaid Face Amount of such Purchased Account together with
any unpaid fees including those described in Section 3 above, in conneetion with each of the following:

6.2, Any Purchased Account, the Fight fo receive payment of which has been disputed by a Payor, Triumph being under
1o obligation to determine the bona fides of syef dispute;

6.3, Any Purchased Account in redpect to which Client hs breached any representation WarTanLy or covenant as ser forth
inthe Sections § and % and

72 To enable Triumph's perfection of its uneonditional and unfettered ownership interest in e Purchased Accounis,
Client authorizes Triumph 1o file 4 uee Financing Statement S0 noting such ownership interest.

8. Representation and Warrunties, (liey and each principal who has exceuted this Agreement on Clien;'s behall, represenis
and warrants cach of the ollowing:
L

WL This Agreement constitutes its legul, valid and binding obligation, it iy fully authorized 1o enler into this Agreemen
and 10 perform its Obligations hereunder and all required signatures are properly evidenced angd Benuine;

82 Client js salvent, in good standing in (he Jurisdiction of jig organization und nbe 1o pay its debts ag they mature;
83, Client has filed all tax veturny ar required reports and iy BUETENT on payment of gl 1aXes, assessments, fees and other

8.4, All finangil statements and all piher information which have been furnished by Client 1o Triumph are true, carreet

8.5, Clieat shall not be maintained by or be Afilinied with any entity that iy or may be in violation of 49 C.FR, 386,73
(reincarnated and Affjligre motor carrier regulation),

A1 LEuch Purchased Account is angd will: (n) remain a bona fide existing obligation created by the fyl| and complete
rendition: of services or sule and delj i i

vounterclaim, o right of return or cancellation, other than Accouniy owed by an Account Debgor which becomey
subject to uny bankruptcy o state debtor relief proceeding; and (e) not constitute 5 sitle to any entity that iy Alfiliated
with Client ar in any way not 4n “arm's length™ iransaction.

9.2, Client shall not create, incur, assume OF permit o exist any Security Interest, lien or iny form of adverse ownership
interest of gluim upon or with fespect 1o any of the Purchased Accounts or Collateral in which Trivmph now or
hereafler holds an awnership interest o o Security Interest,

9.3, Before sending any Invaice 1o i Account Debtor, Client ahall notte on same the form of norice of assignment gx

may be required by Triumph and/or otherwise natify any Payor of such assignment of Triumph's riply receive
payment,

Y4, Client shall nat salicit from any Account Delitor any form of payment in Tespect o a Purchased A nt or any
Account affered for sale to Triymph, Should Clien receive payment of )] arany portion of any Purcln Accaunt,

Triumph Businesy Capita) Paged of' 1)
Factoring Agreement:doo (11 | 16) L Clienr's Initingy

tps://tbk--c.na15.content.furce.com/serv!a#jservletFiIeD.awnfoad?ﬁl_e':GDPEGOOOOOrQCcﬁ "M



serviet.FileDown

Case 24-90614 Document 7-1 Filed in TXS

BSH1570%/24 Page 58 of 75

Client shall Immediately notify Trinmph ol receipt of the Payment, hold said paymenl in express trust for Triumph

sepurite and apart from Client'y OWN property and funds, an

by no Inter than the next banking day following the dare

ol receipt, deliver said payment to Triumph in the identien] form in which received. Any cliim or cause of action that
Client may have against Triumph, whether predicated on this Agrectent or utherwise, shall not constitute a defense
or any form of excuse of non-performance to (he enforcement by Triumph in law or iy equity of the provisions
Contamed in thiy seetion applicuble (o Client's duty 1o hold in frust g turn over ull proceeds of Purchused Accouny

o Triumph,

9.5, Client sha)) provide Triumph, within 1wo (2) busineys days, with writien Nolice of; (a) any billing dispute meluding,
but not limited to, any challenge by a Payor uy 1o invoiced amount, damage to shipped cargo, returns or allowances or
claim for logs or (b) actual or imminent bankruprey, insolvency, or material impairment of the financial condition of

9.6. Client shall not, without the prior Writlen congent of Triumph, in cach instance: (a) grany iny extension of time for

deductions, return authorizations or the like with respect 1o any ofthe Accous

2.7, Client shall timely puy | puyroll and ojher taxes, and shall provide proofthereof 1o Triumph in such form as Triumph

shall reasonahi ¥ require,

D8 Client shap maintain insurance a1 al) times on all ingurahle Property owned or leased by Client in such mantier, to the
extent and against st Jeus suah risks (in any event, including but not limited to fire ang business inlermuption insuranee)
s usually maintained by owners of similar businesses and properties in similar geographic areas, All such Insurance
shall be in sueh form g written by such companies accoptably 1y Triumph,

9.9, Client shall not, outside Clieny's ordinary course of business,

sell, transter or nssign any of Client's assots without the

prior written cansent of Teiumph and Client will notity Triumph, in writing, of any existing or newly created business,

iFowned in whole or part by Client or Clieny s principals and
the type of business canducted by Clieny,

910, From time to time us requested by Triumph,

such company is in any way related o or associated with

hours if prioe 1o an Fyent of Default and nt any time if on or affer an Event of Defuult, 1o all premises where Collaterat
i% located for the purposes of inspecting (and removing, if after the veeurtence of an Event of Default) any of 1he

disclove and deliver 1o Triumph, at Triumph's request and at Client's expense, all finaneigl information, books and
records, work papers, Mminagement reports and other information in their possession relating to Clieny,

D11 Client ncknawlulgrs that the duty to iecurately complete epch Schedule of Accounts is fi undamental to this Agreemont
and s such the duty 1o aveurately complete cacl Sehedule of Account shall ar gl times remain non-deleguble such

9.12. Client shall hold all required valid operuting permits 1o trunsact business and be duly registered with the Federal Motor
Camier Safety Administrution ("FMCSA") as 4 Motor Currier und/or Freight Broker and, uf alj times, duly maintain

its operating suthori :

913, Client wil| provide, upon request, agings of accoting receivahble and puyables, 15 well as financial statements prepared
maccordance with Lenerully secepted Sccounting pringiples, ncluding ineome statement and balance sheet, upplicable
only if the tota] Purchused Accounts exceeds §1,000,000, tpon an Event of Default or as may be requested by Triumph,

904, Clien, its employees and agents shall nor ke any nction whicly may lead 10 penal liubility due (o fraud, embezzlement,
crimes in violution of competitign, bribery, feceptance of bribes or otler corruption erimes and, in addition, Clieny

shall comply with ql) applicable laws and regulations,

10. Defautg

0.1 Events of Default, e following will constitute an Event of Defult hereunder: () Client’s failure 1o pay any
Obligation or perform iny provision under this Agreement or any other agreoment now op herealler entered ipig with

Triumph Business Capital Page5of 1)
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< Effect of Defual, Upon the oceurmence of any Event of Default, in addition 1o any sights Triumph has under this

Agreement ar applicable |aw, Trivmph iy, without notice, Immediately terminate thig Agreement and/or declare all
Obligations immedistely dye and payable ang g) fees shall seerye and be payable at the Default Fees rate.

11 Authorizatin 0 Triumph, Client authorizes T riumph and inevtmhly Brants power of iltomey 1o Triumph 1o eXerciye
cich and any of the following powers until all of Obligations have been puid in fy|] und u Complete Termination s been
performed:

L Ar Al Times: (n) Receive, take, endorse, assign, deliver, aceept and deposit, in e name of Triumph or Client, any

11.2,

113,

and all Proceeds of any Colluterg) Securing the Obligations or the Proceeds thereof; (h) Take or bring, in the name of

and direetly ang salely 1o Triumph; () Communiente direetly with Client's Payors, regardless of whether any actual
Obligation is due al the time of such communication, 1o verity the smount and validity of any Accoun cru:nlcd_b ¥

Client; (h) Accept, endorse and deposit any checks tendereq by un Account Debtor “in fiyl) Payment” of'its obligation
1o Client and Cligy shall not ssert Against Triumph any claim arising therefrom, 'respective of whether syely action

Upon an Event of Befault: (y) Change the addresy for delivery of mai) to Client and ro receive and open mail
addressed 1o Client; (b) Extend the time of puyiment, Lompromise or settle fiyr cash, credit, retum of merchandige or
otherwise, und Ypon any terms or conditions, uny ang g) Accounts up discharge or release uny Payor (including filing

‘of any public record releasing any lien granted to Clignt by such Accoun Debtor), withoy affecting any of the

Obligations; (c) Initiate electronic dobje ur eredit entriog through the ACH SYSW o any deposit pecouny maintained
by Client; (d) Without “xpense o Trumph, yse any of Client's personnel, equipment, including computer equipment,
Programs, printed output and computer miedin, supplies and premises for the collection of Accounts ang realization op
other Collaterg} 35 Trivmph, in its soje discretion, deems appropriate and (e) Implement Defay)e Fees. In (he event,
due to an Bvent of Defauly, Triumph deems iy necessnry to seck cquitable relief, including, but not limited to, injunctive
O receivership remedies, Client wjyes Ay requirement hay Triumph post gr otherwise obuiy or Procure any bong,
Mtcma:ivnly, in the event Triumiph, in jis sole and exclugive discretion, desires 1o procure and post 4 bond, such bond
may be limited (o the summ ol $10,000,00 notwithstanding iny common or Slistutory law requirement to the contrary,
and Trivmph shay) nonetheless be entitfed 10 all legal benefits g if such bond was Posted in-an amoun; a5 may
otherwise b Tequired by Jyw.

Finuncing Statementy: File any injgin) Fl'rmncing Statement i amendments thereto that: (n) Indicates the Colluteral

sulficiency pr filing office Acceptance pf any Financing Statement or amendment, including whether the Client is an

Trimph Businesg Capita! Puge 6 of | | /
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12, Terml'nul!ug; g,‘m-gjivg Date,

121 Term, This Agreement wil] be elfective on the dute it 15 oxecute and aceepted by Triumpl; (“Effective Date™) und
tmless duly termingged shall continue for Sueeessive Terms from he later of the Effective Date o 1he date of any
executed modification, uness Client shall proyide a1 leust thisty (30) days, prior written notice o Triumph of jrs
intention no 1 automatically reney, Upon receipt of sugh notice, this Agteement wil] terminate on the |ag date of
the current Term ar, if prior 1o thyy date, on the specified “Early Termination Dyge.n Triumph may terminate thiy
Agreement af any lime by pj ving Client thirty (30) diys prior wrijgey tiotice of lermitation, or gt any time without
natice upon the ocewrrence of iny Eveny of Defaul,

122, No Lien Termination without Release. In recognition of Triumpl ' Fghit 1o have 4 Complete Termination,
nolwithstanding Payment in full of a) Obligations by Client, Trivmph shall po be required 1o record any terminations
ofany Finuncing Statemen, or satisfictions Ofany of Triumpl's ownership rights or Security Interest iy the Collateral
unless and yntil Complete Termination hins oceurred. Client uniderstands that this Provision constilules wiiver of s
rights under §9.5)3 of the Uniform Commercial Code,

13, Account Stated. Triumph may provide Clien, t:lccircmivully through o website or otherwise, with information vy the
Purchased Accouns and g monthly reconciligtion ol the lictoring re!a:innship relating 1o billing, collection and Account
maintenince such ag aging, posting, erryy tesolution and muiling of Matenents or make sych information available, All of the
foregoing shall be in a format und jn sueh detail, g T, fiumph, in its goje diseretion, deems Appropriate. Triumph's bopks and
records or electronically stored information shall be admissible in evidence without abjection as 1o suthenticity, hearsay of
otherwise and shull be admissible as pringy facic evidence of (e status of the Pyrchyged Accounts an non-Purchased Accounty
and Reserve Account between Trivmph and Client. Fael Matement, report, or aceouting rendered or 1sued by Triumph 1o
Client and all clectronically storeq information shul) be deemed couclusively aceurmpe and binding on Client unless within
fifteen (15) days after the dage ol issuance or, in the case of nlcctmnicnlly stored information, the first of cach month, Client
notifies Triumph to the contrary by registered o certified mail, seting forth with specilicity the reasons Why Client belieyes
such Statemeny, feport, or accounting or clcctmnicnl:'y stored information iy inueeurale, us well us what Client believes to be
correet. Client's failure 1p receive any monthly statement or tccess the electronically syoreqd nformation sha)| hot relieve ji of
the responsibility 1o request such informution and Client’s failyre (o doso shall nonetheless bind Client 1 whatever Triumph'y

including the ttansactions or relationshipy comtempluted hereby and the enforcement of this Agreement, and any failure hy
Client to perform or observe ity duties under this Agreemen. In no event wil Triumph be ligbje 10 Clignt for any lost profits or
any form ur'mnscqucnrial, neidental or pecial damages resulting from qp arising out of or i connection with thig Agreement, the
transactions or relationshipg contemplated hereby or T, riumph's performance ar failure 1o perform hereunder, eyen if Triumph hag
been advised of the pussibility of such Unmages

I5. Exposed p s, Upon termination of this Agreement and in addition 1o any ather Obligations owing, Client shal| pay
1o Triumph (or Triumph may regain ina non-segregated nan-interest bearing AECOUNt) an amoyn; cqual 1o the toral of all
Exposed Payments (the "Preference Reserve™), Triumph may charge the Preference Resorve with the famount of each Expoged
Payment that Triumph puys g any banktupley estage ofa Puyor that made thie Exposed Paymen; “naccount of'nelgim isserted
under the Banktupicy Cade, Triumph shall, from timg (o time, refund 1o Client tha Portion of the Preference Reserve for which
i elum undey the Iimﬁuup:cy Code ean no longer be usserted due 10 the Passage of the statyre of limitutions, settlement with
the bankruptey estae of the Payor or otherwise,

16, Successar Entity, 1n (he event, during the Tepy of this Agreement or while Cligng remaing lighle 1o Trivimph for any
Obligations under this Agreemeny, Client's prineipul(s), officer(s) or dircetor(s) directly or iy comunction with any other
person, causes (o he formed u neyw entity or otherwise become associnted with iy newly formed or existing catity that provides
Goods or serviees Similar 1o those of Client, whether tarporate, Purtnership, limited linbility company gr otherwise, sugh enlity
shall be deemed 1o have expressly assunied (e Obligations Clien owes Triumph under this Agreemeny, With respect 1 ench
such entity, Triumph shalf be deemed to haye been granted inmevocable power of altorney with authority to file 4 pew ucce-
I Financing Stutement naming such newly formed or existing ent ty ns Debtor, and 1o huve it filed with any and p) appropriaie
Secreturies of state or other UCC filing offices, Triumpls yhal| be held hannlesy by Client and i1y principals, officers or directorg
and be relieved of uny linbility u3 g result of Triumph's filing of uny sycly Financing Statement or tlye resulting perfeotion of ils
ownership or Seeurity Interests iy suchentity's assers, 1n addition, Triumph shal] haye the right 1o notify such entityg Account
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Debtors of Triumph's rights, including without limitation, Triumph's right to collect a]l Accounts, and 1o notify any creditor
of such entity that Triumph hag rights in such entity’s ussets,

17, 8" Fees; Expenses, Client agiees 1o reimburse Triwmph, on demand, for the actual amount of af costs and
expenses, including attomeys' fees, which T riumph may inour in: (a) enforcing this Agreement and any documenty prepired in
connection herewith, (h) protecting, preserving ar enforeing any lien, Security Interest or other right granted by Client 10
Trivmph or arising under applicuble law, whetler o 101 suit iy brought, or defending Triumph’'s ownership rights in the
Purchased Accounty or i Seeurity Interest rights und/or priority in the Collateral; (¢) the defense ofany Avoidinee Claimy; or
() connection witl any federul or state insolvency proceeding commenced by or agninst Client, including, but not imited to,
any subpoeny or other legal process in any way relating to Client, including those anising owt of the aulomatic sly, secking
dismissal or conversion of a bankruptey proceeding, opposing conlirmation of Clignt's plan there under. Thiy provision shall
SUEvive termination of thig Agreement, wailhnumding the existence of any law, stuue (including, but not limited to Tx. Civ,
Prac. & Remedies Code Chupter 38) rule or otherwise, in anty jurisdiction which may provide Client with g right to attomey's
lees or costs, Clieny hereby wuives any ind all rights 1o seck such attomney's. fees or costs and Client agrees thay Triumph
exclusively shall be entitled to indcnmlﬁuulion and recovery of any and all attormey 'y fees OF COsts in respect 1o any litigation
based herean, aasing out of, or relyted hereto, whether under, or in connection with, this and/or wny agreement executed in
conjunction herewith, or any course of conduet, course of dealing, statementy (whether verbal op written) or actions of cither
Purty so long as Triumph prevails in iny respect and without having 1o segregate or identify the specific elaims for which such
fees were incurred.

18, Enti areement. Client acknowledges cach ofthe following: (8) that no promise of any kind has been miade by Triumph
or any third party on behalf of Triumph to induge ¢ Tlient to execute this Agreement except 0 the extent expressly contained
herein; (b) that this Apregment, and ny other agresment executed n connection herewitly, is the product of joim negotintions
such that no portion of this Agreemnent shall be construcd against or in favor of cither Party; (c) no eourse of deuling, course of
perlvrmance or trade usnge, and no parole evidence of any nature, may he used 1o supplement, alter op modify any terms of
this Agreement, and unless otherwise expressly stuted in wny ather agreement between the Partics, if o conflict exists between
the provisions of this Agreement and such other #greement, the provisions of this Agreement shall contro), Parties acknowledge
that there is no provizion or subject matter ip fespedt to this Agreement (hat tither believey was negotinted, intended 19 he
included hergin but has been omitted and cach agree that by exceuting this Agreement, the Parties each waive any right
subsequent to the execution of this Agreement 1o seck reflormation in any form,

19. Amendment and Waiver.

191, Only writing signed by all Partics hereto may amend this Agreement except that i T riumph implements uny
procedural change in respect o which it delivers services or requires any changes 1o any form required by Triumph in
comection with the performunce of this Agreement, Triumph shall be entitied to cinrr.ronicnlly notify Client of the
Proposed change to be implamented and may effectuate the implementation without further consent by Clien after
Client is first given thirty (30) days’ notice of such proposed change. No fisilure or delay in exerising any right
hereunder shall Impair any such right that Triumph may have, nor shall any waiver by Triumph hereunder be deamed
i waiver of any defauli or breach subsequently oceurting. Triumph's rights and retiedies herein are cumulative and
not exelusive of cach other or of uny rights or remedies that Triumph would otherwise have,

192, Client acknowledges that neither Triumph'y determinution that gy Account qualifies as uny Eligible Account nor any
{ssuunce or determination of the credit warthiness of an Account Debtor shal] ot excuse or otherwise limit in any
way Client's obligations or otherwise entitle Client to nssert sgninst Triumph any form of recoupment, set-off, of any
other form of claim, whether based on 11T, statute, common law, or atherwise, in the event that an Account Debtor
fails to pay. Clientang Triumph teknowledge tha any oredit-worthingys determinution made by Triumph shall at al)

193, Any cluim or cause of action that Clignt miy have or seck 10 wasert ugainst Triumph, whether predicated on this
Agreetent or otherwise, shull neither constitute a defense nor Serve as any basis o excuse non-performance ofClien'y
duty to hold in trust and e aver all Proceeds of Purchased Accounts to Triumph, The Client's duties and obligations

contained herein shall at all mes be deemed independen wavenants such that Client'y duty to hano rovisions
of this section may at no time be excused of otherwise udversely affected due to, inter alin any breach thilt ¢lient may
fssert against Trinmpl,
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194, Clicot scknowledges that neither the relutionship ereated by this Agreement nor any subsequent services that Triwmph
iy offer to Client shall entitle Client to assert any form of tort claim, whether in the form of negligence or otherwise,
sgainst Triumph and whether supporied by statute, common law, or otherwise. Client and Triumph acknowledge that
unless the terms of this Agreement ereate an express duty, the Parties do not intend for any duty 1o be implied or
deemed included within this Agreement excepl that o the extent that an implied covenant of good faith may exist and
i respeet thereto, both Triumph and Client ngree that in respeet thereto, such duty, for the purpose of this Agreement,
shall be limited so thut neither Party shall mke any action fo prevent the other Party from performing under thiy
Agreemenl,

20. Severubitity. In the event any one or mare of the provisions contained in this Agreement is held o be invalid, illegal or
unenforceable in any respect, then such provision shall be ineffective only to the extent of such prohibition or invalidity, and
the remitining provisions contained herein shall oot in any wiy be affected or impaired.

21, Chaige uf : I ansuction. This Agreement and all transuctions contempluted hereunder nnd/or
evidenced hereby shall be govemed by, construed under, and enforved in accordance with the internial substantive laws of the
State of Texas without spplication af any choice of Inw doctrine. Client confirms and acknowledges that it does business as o
commercidl enterprise and that this Agreement is intended to be an “aceount purchase transaction,” as defined by Texas Finance
Code §306.001(1) and pursuant to Texas Finanee Code 306,103, 1t is conclusively established that no amount charged under
this Agreemunt shall constitute interest. Client further ucknowledges that in accordunce with 9-31% of the uee, Client will
not retain any legal or equitable interest in any Purchased Account sold under this Agreement,

22, Venue: Jurisdiction; Service. Any suit, uction or proceeding arising hercunder, or the interpretation, performance or
hreach hereof, shall, if Triumph so elects, be instituted it any court sitting in Dallas County, Texas or, if none, uny court located
in the State of Texas nearest the location of Triumph (the *Acceptable Forums”). Client agrees that the Acceptuble Forums are
convenient w ik, and submits to the jurisdiction of the Aceeptable Forumy and waives any and all ohjections to jurisdiction or
venue, Should such proceeding be initinted by Client in any forum other than the Aceeptable Forums, Client waives any right
1o oppose any motion or application made by Triumph (o transfor such proceeding to an Aceeptable Forum, Client agrees that
Triumph may effect service of process upon Client by regular mail at the address set forth herein or at such other address as
may be reflected in the records of Triumph, or by seryice upon Client’s agent for the serviee of process, For the purposes ol
computing Client's deadline within which to serve o resporse 1o any petition or complaint under any applicable statute or rules
ol court, the perind of time shall, if served by regular mail, commence three (3) days after the delivery of the complaint or
petition us W any post office or mail drap; one (1) day sfter Client's signed receipt or first refusal lo aceept uny certified muil
and two (2) duys after Triumph's delivery of the petition or complaint to any overnight carrier,

23, Jury Trinl Waiver. THE PARTIES HERETO WAIVE ANY RIGHT TO TRIAL BY JURY OF ANY CLAIM, DEMAND, ACTION OR
CAUSE OF ACTION ARISING UNDER OR IN ANY WAY RELATED OR INCIDENTAL TO THIS AGREEMENT, WHETHER NOW
EXISTING OR HEREAFTER ARISING, AND WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE, EACH PARTY FURTHER
WAIVES ANY RIGHT TO CONSOLIDATE ANY ACTION IN WHICH A JURY TRIAL HAS BEEN WAIVED WITH ANY OTHER ACTION IN
WHICH A JURY TRIAL CANNOT BE OR HAS NOT HEEN WAIVED,

24, Asslgnment. Triumph may, without notice, assign its rights and delegate its duties hereunder. Upon such assignment or
delegation, Client shall be deemed 1o have attornied 1o such assignee and shall owe the same duties and obligations 10 such
assignes and shall sceept performunce hereunder by such ussignee as if such ussignee were Triumph. Client may not, without
Triumph’s express writlen consent, delegate any of its duties under this Agreernent 1o any other Person,

25, Counterparts. This Agreement may be signed in any number of counterpurts, each of which shall be an original, with the
sume effect us if ull signutures were upon the same instrument, Delivery of an excouted counterpurt of this Agreement by
Tacsimile shall be effective as delivery of w manually executed counterpart of this Agreement, and any Party delivering such an
exveuted counterpart shall therenfier also promptly deliver a manually exceuted counterpart, provided that the failure o deliver
such manually exceuted counterpurt shall not affect the validity, enforceability, or binding effect of this Agreement,
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26. Notice. All notices required to be given to an

a receptacle under the control of the U.S. Postal

such Party, or (c) setval receipt by such Party or its employee or agent (in the case of Triumpl,

y Party shall b deemed given upon the first to oceur of (a) depasit thereof in
Service, (b) transmittal by electronic meuns o a receiver under the control of

actual receipt by i responsible

officer of Triumph). For the purpases hereof, notices liereunder shall be dent o the following addresses, or te such other
addresses as each such Party may in writing hereafter indicate.

Client
Address: 16295 Summerset St
Fontana, CA 92336
Officer: Kulvinder Singh
Fux Number:  (909) $43-{288
Frnnil: kalfreight@gmail.com

Triumph Business Cupital
701 Canyon Drive, Suite 100
Coppell, Texas 75019
George Thorsun

(214) 513-961|
gthorson@triumphbenp.com

IN WITNESS WHEREOF, the parties have exccuted this agreement on the date first written above,

Client: KAL FREIGHT INC.

Please | 2 . )
SET it ‘ / v d
clearfy / _f/ r /
within box | Nefe " /7

By: " ..... T e S T VT . e —

Name: Kalvinder Singh
o

Print o type ] legal nafie

Title:  President

SIGNATTIRE

ﬁi‘_"““' und subscribed before f.“;{:h: day [ Triumph Business Capital ]
By: %“*“Y /4 7"Lr
Notary Public Signatare Name: GEZ)@GE"A'_[_HO@EY\!
(seal) Title: _é: v P
ACCEPTANCE
Date: 5 ’/ [ ! lj

Triumph Busincss Capital
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FACTORING AND SECURITY AGREEMENT
<= TRIUMPH

BUSINESS CAPITAL

SCHEDULE A - PRICING AND TERMS

This Schedule A, as referenced in that Factoring and Security Agreement dated April 25, 2017 by and between Advance
Business Capital LLC d/b/a Triumph Business Capital (“Triumph™) and KAL FREIGHT INC. (“Client™), shall govern in
respect to the following Terms:

Maximum Advance $2,000,000

Term One (1) Year with Annual Renewals

Advance Rate 95% of Eligible Accounts

Repurchase Period 90 days

Finance Rate Prime Rate plus 2.5% (Prime Rate Floor 4.0%) — Finance fees are
calculated on Net Funds Employed less Cash Reserves.

Factoring Fee Percentage Period
Initial Period 0.10% 90 days
Subsequent Periods N/A N/A

Setup Fee %0

Triumph Fuel Card No Charge (for loading)

EFS Money Codes $3

Electronic Fund Transfer (ACH) $0

Wire Transfer Fee $o

Special Considerations .50% Buyout Fee

Triumph Business Capital Page 11 of 11
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POST-PETITION CHAPTER 11 BANKRUPTCY RIDER TO
FACTORING AND SECURITY AGREEMENT

This Post-Petition Chapter 11 Bankruptcy Rider to Factoring and Security Agreement
(hereinafter referred to as “Bankruptcy Rider”) is made and entered into effective the 4" day of
December, 2024, by and between the Chapter 11 Debtor and Debtor-In-Possession Kal Freight
Inc. (hereinafter referred to as the “Debtor” or “Client”), a Texas corporation, and Triumph
Financial Services LLC f/k/a Advance Business Capital LLC d/b/a Triumph Business Capital
(“Triumph”), a Delaware limited liability company.

RECITALS:

1. The Debtor is a Debtor-In-Possession in a Chapter 11 bankruptcy case currently
pending in the United States Bankruptcy Court for the Southern District of Texas, Case No. 24-
90614 (hereinafter “Bankruptcy Case”)!. The Bankruptcy Case was filed on December 5, 2024
(“Petition Date”).

2. Client and Triumph have entered into and desire to continue to operate post-
petition, and subject to approval by the Bankruptcy Court, under a Factoring and Security
Agreement dated April 25, 2017 and Non-Purchase Advance Addendum dated August 18, 2023
(as amended, supplemented, or restated from time to time, the “Factoring Agreement”), in order
to enable Triumph to, inter alia, purchase accounts from the Debtor, make advances to the Debtor,
and for Triumph to obtain rights and benefits under orders of the Bankruptcy Court. The Factoring
Agreement, this Bankruptcy Rider, a Conversion Addendum, and any other related documents
entered or to be entered into between Triumph and Debtor in connection with the Bankruptcy Case,
shall be collectively referred to as “Post-Petition Agreements” and this Bankruptcy Rider may be
referenced separately.?

3. The Debtor is and remains authorized to operate the Debtor’s business under and
in accordance with 11 U.S.C. 8§ 1107(a) and 1108 and Debtor and Triumph intend to operate,
post-petition, under the Factoring Agreement subject to this Post-Petition Chapter 11 Bankruptcy
Rider to the Factoring Agreement and the entry of a Bankruptcy Court Order to be entitled,
“Interim Order Authorizing Debtors to (i) Maintain, and Continue to Operate Under Factoring
and Security Agreement in Order to Sell Accounts Post-Petition to Triumph Business Capital
Pursuant to 11 U.S.C. Section 363(b), (c), (f), and (m); (ii) Obtain Credit from Triumph Business
Capital Pursuant to 11 U.S.C. Sections 364(c)(1), (c)(2), and (d)(1); (iii) Grant Adequate
Protection in the Form of First Priority Liens and Security Interests on Property of Debtors’
Estates Pursuant to 11 U.S.C. Sections 361 and 363(E); (iv) Amend the Factoring and Security
Agreement, and Grant Triumph Business Capital Additional Liens; (v) Use Cash Collateral and
Grant Triumph Adequate Protection; (vi) Annul and Modify the Automatic Stay; and (vii) Grant

! The term “Debtors” means each of the debtors in the Bankruptcy Case
2 The Post-Petition Bankruptcy Rider to the Factoring Agreement may or may not have been signed prior to approval
of this Rider by the Bankruptcy Court.
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Related Relief, all Retroactively to the Petition Date ”(the “Interim Order”), and a final order to
be entered thereafter. 3

AGREEMENT

Now, therefore, in consideration of the mutual promises contained herein and other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto agree as follows:

1. The foregoing recitals shall be deemed a part of this Bankruptcy Rider for all
purposes and are acknowledged by the Debtor as being true and correct.

2. The parties’ operation under the Post-Petition Agreements, including this
Bankruptcy Rider, shall be conditioned upon and is subject to the entry of the Bankruptcy Court’s
Interim Order and a final order, each in a form and substance satisfactory to Triumph. Debtor
acknowledges that if the Interim Order is approved by the Bankruptcy Court, it shall be Debtor’s
obligation to have a copy of the Interim Order duly served on all parties-in-interest pursuant to the
Federal Rules of Bankruptcy Procedure, including Rule 4001(d), and all applicable local rules and
requirements in respect thereto. The Debtor acknowledges and agrees the Interim Order is binding
and enforceable and that the Debtor is required to comply with the Interim Order and any final
order.

3. Debtor acknowledges that this Bankruptcy Rider is the product of joint negotiations
between the parties hereto and represents the jointly conceived, bargained-for and agreed upon
language mutually determined by the parties to express their intention in entering into this
Bankruptcy Rider. Any ambiguity or uncertainty in this Bankruptcy Rider shall be deemed to be
caused by, or attributable to, all parties hereto collectively. In any action or proceeding to enforce
or interpret this Bankruptcy Rider, the Bankruptcy Rider shall be construed in a neutral manner,
and no term or condition of this Bankruptcy Rider, or the Bankruptcy Rider as a whole, shall be
construed more or less favorably to any one party, or group of parties, to this Bankruptcy Rider.

4. Debtors each acknowledge that there is no basis to assert and Debtors shall be
deemed to have waived: (2) any right to contest Triumph’s ownership rights in either or both the
pre-Petition or post-Petition Purchased Accounts (as defined in the Factoring Agreement) that have
been and will be sold to Triumph; (b) any right to contest the Debtor’s Obligations to Triumph that
arose before the commencement of the Bankruptcy Case; (c) any right to contest the validity,
enforceability, or priority of the liens and security interests granted to Triumph in the Debtors’
Collateral or the DIP Collateral, including non-Purchased Accounts, (d) any right to contest the
Debtors’ guarantees of obligations of any other entities; (€) any right to contest the Debtors’
granting of Collateral to secure all of its Obligations; (f) Debtors’ ability to otherwise assert
against Triumph any of the avoiding powers under the Bankruptcy Code, including those powers
that may arise under Bankruptcy Code 88 544 through 552; or (g) Debtors’ ability to otherwise
seek to prevent or impair Triumph’s rights to retain payment on all such pre-Petition and post-

3 Capitalized terms not defined herein shall have the meanings ascribed to them in the Interim Order or the Factoring
Agreement.
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Petition Purchased Accounts. The Debtor reaffirms all of its Obligations under the Factoring
Agreement.

5. The terms and conditions of the Post-Petition Agreements, this Rider, and the

Interim Order and the Final Order shall control the terms of any plan of reorganization (“Plan’)
that may be filed with the Bankruptcy Court in respect to Triumph and submitted for confirmation
by the Bankruptcy Court, and the terms and protections afforded Triumph in the Post-Petition
Agreements, this Rider and the Interim Order and the Final Order may not be varied, altered or
modified by any proposed Plan without Triumph’s express written consent, and may not vary, alter
or modify any rights that Triumph has against any guarantor or secondarily liable party, and the
filing of any Plan in contradiction to these provisions shall be deemed to be an Event of Default
under the post-Petition Agreements and to have been filed in violation of 11 U.S.C. § 1129(a)(1)
and (3) to the extent the content of such Plan violates the proscriptions contained in this section.
The Debtor affirms and ratifies the validity and accuracy of the proposed findings of fact, the
stipulations, and the other provisions contained in the proposed Interim Order, attached hereto as
Exhibit 1.

6. Whenever the Post-Petition Agreements require Debtor or Triumph to deliver a
writing to, or serve a writing upon the other, such writing shall be delivered or served upon each
as follows:

In the case of Triumph: In the case of Debtor:

Tim Valdez Kal Freight, Inc.

Triumph Financial Services Attn: Bradley Sharp

701 Canyon Drive, Suite 105 Email: bsharp@dsiconsulting.com

Coppell, Texas 75019
Phone: (469) 312-7254
Fax: (214)513-9611
Email: tvaldez@tfin.com

and

Howard M. Levine Richard M. Pachulski

Josh Flood Pachulski Stang Ziehl & Jones LLP
Sussman Shank LLP 10100 Santa Monica Blvd., 13" FI.
1000 SW Broadway Los Angeles, CA 90067

Suite 1400 Telephone: (310) 277-6910
Portland, Oregon 97205 Email: rpachulski@pszjlaw.com

Phone: 503-243-1637
Email: hlevine@sussmanshank.com
jflood@sussmanshank.com
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7. Contemporaneous with the execution of this Bankruptcy Rider, the Debtor shall
electronically deliver to Triumph, each of the following documents:

Q) All real and personal property leases upon which the Debtor either operates
or in which the Debtor has possession.

(i)  All security agreements, promissory notes, UCC financing statements, and
guaranty agreements between Debtor and any party-in-interest that holds a
security interest or lien on property of the estate.

(i) All Notices of Tax Lien (whether federal, state or local) issued by and/or
delivered to Debtor.

8. The Debtors, on their own behalf and on behalf of each of their predecessors,
successors, and assigns hereby unconditionally, irrevocably, and fully forever releases, remises,
acquits, relinquishes, waives, and discharges each of Triumph and its former, current, or future
officers, employees, directors, agents, representatives, owners, members, partners, financial
advisors, legal advisors, shareholders, managers, consultants, accountants, attorneys, affiliates,
predecessors, and predecessors in interest, of and from any and all claims, counterclaims, setoffs,
offsets, recoupments, demands, liabilities, responsibilities, disputes, remedies, causes of action,
indebtedness, obligations, rights, assertions, allegations, actions, suits, controversies, proceedings,
losses, damages, injuries, attorneys’ fees, costs, expenses, or judgments of every type, whether
known, unknown, asserted, unasserted, suspected, unsuspected, accrued, unaccrued, fixed,
contingent, pending, or threatened, including, without limitation, all legal and equitable theories
of recovery, arising under common law, statute, or regulation or by contract, of every nature and
description arising out of, relating to, or in connection with any of: the Interim Order, any final
order related to the subject matter hereof, the Post-Petition Agreements, the transactions
contemplated therein, or the negotiation thereof.

9. The Debtor will fully and timely perform all of its Obligations under the Post-Petition
Agreements, including, without limitation, its obligations to guaranty and collateralize obligations
to Triumph of any other entities, and to indemnify Triumph pursuant to the Post-Petition
Agreements. These obligations include indemnification for events and occurrences that arose pre-
Petition and events and occurrences that may arise post-Petition. In addition, the Debtor hereby
indemnifies and holds harmless Triumph and each of its agents, directors, attorneys, consultants,
advisors, and controlling persons, and each of their successors and assigns, from and against any
and all damages, losses, obligations, liabilities, claims, actions, or causes of action, and reasonable
and actual costs and expenses (including, without limitation, attorney’s fees, costs, and expenses)
incurred or required to be paid by an indemnified party of every nature and character arising out
of or related to or in connection with the Post-Petition Obligations, Post-Petition Agreements and
the transactions contemplated therein, or the Interim Order (and any final order). The Debtor’s
Obligations to Triumph shall be secured by, among other things, the DIP Collateral, the Adequate
Protection Collateral, and shall be afforded all of the priorities and protections afforded to the Post-
Petition Obligations under the Interim Order, any final order, and under the Post-Petition
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Agreements. Nothing contained in this Section 9 shall limit any of the Debtor’s, or any other
person’s or entity’s, indemnity obligations to Triumph, regardless of whether those obligations
arose prior to or after the Petition Date.

10. The Factoring Agreement is amended as follows:

There is hereby added to section 10.1 the following subsections: (g) the Debtor violates any
provision of the Interim Order, any final order related to the subject matter thereof, or the Post-
Petition Agreements; (h) the appointment of a trustee, or an examiner with substantial powers over
the estate; (i) the dismissal or conversion of the chapter 11 Bankruptcy Case to chapter 7; (j) the
granting of relief from the automatic stay to permit any party to recover possession of any property
necessary and material to the operation of the Debtor’s business; (K) any successful challenge to
the amount, validity, or enforceability of Triumph’s ownership of Accounts, the validity or
enforceability of its liens, or the assertion of any other claim against Triumph in or related to this
Bankruptcy Case; (I) any failure by any of the Debtors to timely comply with their post-Petition
obligations to the Department of the Treasury Internal Revenue Service or any other federal, state,
or local taxing authority; (m) any of the Debtors seeks any amendment, modification or extension
of this Interim Order or final order without the prior written consent of Triumph, (and no such
consent shall be implied by any other action, inaction or acquiescence of Triumph); (n) [reserved]
(o) any principal of the Debtor (or the Chief Restructuring Officer) either voluntarily or
involuntarily ceases to manage the Debtor or otherwise becomes disassociated from the Debtor;
(p) all post-Petition Obligations due Triumph are not repaid in full, without setoff, recoupment or
deduction, by no later than the earlier of conversion or dismissal of the chapter 11 case, or, the
effective date of any confirmed Plan, unless Triumph agrees to and consents, in writing, to other
treatment under a Plan.

11. There is hereby added the following new Section 27 entitled, “Chapter 11 Bankruptcy
Covenants” with the following subsections:

11.1. Debtor shall at all times timely and promptly comply with all Court orders,
including without limitation any Interim Order or final order relating to the
Factoring Agreement, all substantive and procedural requirements of the United
States Bankruptcy Court, United States Bankruptcy Code, United States
Bankruptcy Rules and all applicable local rules of court including any
administrative orders, including promptly paying all post-petition taxes and other
obligations including those required under 28 U.S.C. § 1930(a)(6);

11.2. The Debtor shall notify Triumph within 1 business day of receiving any
documents or correspondence from the IRS, or any state or municipal agency or
unit, that Debtor has failed to pay when due, or make any required deposit or
withholdings of any of Debtor’s post-petition obligations, including, but not
limited to, any failure by the Debtor to pay its obligations to the IRS;

11.3. The Debtor shall notify Triumph within 1 business day of receiving any
documents or correspondence from any landlord or owner or manager of the
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Debtor’s leased premises that Debtor has defaulted on Debtor’s post-petition rental
or lease obligations;

11.4. The Debtor shall immediately notify Triumph, in writing, of the occurrence
of any Event of Default, as that term is defined in Section 10 of the Factoring
Agreement (as supplemented by this Rider) or in the Interim Order or any final
order: and

12. Sections 21 and 22 of the Factoring and Security Agreement entitled “Choice of Law,
Account Purchase Transaction” and “Venue; Jurisdiction; Service” respectively, or any other
provision in the Post-Petition Agreements of a similar nature are modified to provide that during
the pendency of the Bankruptcy Case, the Bankruptcy Court shall have jurisdiction to determine
any and all disputes arising under or relating to the Post-Petition Agreements, this Rider and any
entered Proposed Interim Order and thereafter final order, and that during the Bankruptcy Case,
federal bankruptcy law shall be controlling solely to the extent it may expressly override the laws
of the State of Texas.

13. During the pendency of this Bankruptcy Case, Section 12.1 of the Factoring and
Security Agreement entitled “Termination; Effective Date” is modified so that the following shall
replace the last sentence contained therein: Triumph may terminate this Agreement at any time by
filing a notice with the Bankruptcy Court on the earlier of:

i. Earlier of thirty (30) days after the Petition Date, or the entry of a Final
Order that is not satisfactory in form or substance to Triumph;

ii. Immediately upon the occurrence of any Event of Default under the
Interim Order, the Factoring Agreement, or this Bankruptcy Rider; or

iii. Immediately upon the Debtor receiving notice from the IRS, the state of
Texas, the state of California, or any other taxing authority of the Debtor
failing to pay when due, or failing to deposit or withhold as required by
law, one or more of its post-Petition obligations that may become due
to any of the foregoing.

14. This Bankruptcy Rider may be executed in counterparts, all of which taken together
shall constitute a single document and either Debtor or Triumph’s signature of this Bankruptcy
Rider may either be an original or a facsimile in order to constitute an original signature.

15. This Bankruptcy Rider shall be binding on and inure to the benefit of the Debtor and
Triumph, as well as their respective successors and assigns, all retroactive to the Petition
Date. Moreover, this Bankruptcy Rider shall be binding on any examiner or trustee that may
subsequently be appointed.

16. The rights and remedies granted to Triumph in the Post-Petition Agreements, including
the Bankruptcy Rider, the Interim Order, and any final order are cumulative, are not exclusive,
and can be exercised in any order or sequence.
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IN WITNESS WHEREOF, the parties hereto have set their hands and seals, the day first
written above.

KAL FREIGHT INC. TRIUMPH FINANCIAL SERVICES
By: By:

Name: Name:

Title: Title:

Dated: Dated:

APPROVED AS TO FORM:

Counsel for Debtor

By:

28241-001 (04608752)
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CONVERSION ADDENDUM DATED DECEMBER 4, 2024 TO FACTORING AND SECURITY AGREEMENT
RECITALS

A. Kal Freight and Triumph are parties to a Factoring and Security Agreement dated April 25, 2017, as
amended, restated, and supplemented (collectively, the “Factoring Agreement”). The Factoring
Agreement was supplemented by the Factoring and Security Agreement Non-Purchase Advance
Addendum dated as of August 18, 2023 (the “NPA Addendum”), under which Kal Freight requested that
Triumph use its Non-Purchase Advance facility (the “NPA Facility”) to advance funds to Kal Freight in
connection with certain Accounts that Kal Freight does not sell to Triumph under the Factoring
Agreement.

B. On December 5, 2024 (the “Petition Date™), Kal Freight and certain of its related entities filed Chapter
11 (United States Bankruptcy Court for the Southern District of Texas, Case No. 24-90614). Kal Freight
notified Triumph that it wants to stop financing Accounts using the NPA Facility. To help create
additional liquidity for Kal Freight, and to provide Triumph with additional collateral in connection with
financing Kal Freight in Chapter 11 pursuant to Bankruptcy Court approved financing, Kal Freight
requested that Triumph purchase the existing Accounts that had been financed under the NPA Facility
and instead purchase them under Factoring Agreement (excluding the NPA Addendum) as modified by
this Addendum.

C. Kal Freight and Triumph have reached an agreement to suspend Triumph’s obligations under the NPA
Addendum. Instead, Triumph will purchase, in accordance with the terms and conditions of the Factoring
Agreement (excluding the NPA Addendum), the Eligible Accounts listed on Exhibit A attached hereto
that were previously financed under the NPA Facility (the “Additional Accounts”).

Accordingly, for good and valuable consideration, the receipt and sufficiency of which Kal Freight
acknowledges, Kal Freight and Triumph agree as follows:

AGREEMENT

1. Pursuant to the Factoring Agreement (excluding the NPA Addendum), Kal Freight will offer to sell to
Triumph, and Triumph may, in its Discretion, purchase the Additional Accounts.

2. The Additional Accounts Triumph may purchase will be subject to the terms and conditions of the
Factoring Agreement (excluding NPA Addendum). Upon such purchase, Triumph will pay the Purchase
Price of any Purchased Account to Kal Freight in accordance with the Factoring Agreement (excluding
the NPA Addendum), provided however, Triumph will retain as additional cash security from the
Purchase Price, the sum of $500,000 (the “Additional Cash Reserve”).

3. Kal Freight hereby grants Triumph a continuing lien and security interest in the Additional Cash
Reserve to secure all of Kal Freight’s Obligations, arising both before and after the Petition Date, to
Triumph.

4. Triumph will cease financing any Accounts under the NPA Addendum. During the remaining term of
the Factoring Agreement, Kal Freight will offer all Accounts to Triumph for purchase under the Factoring
Agreement (excluding the NPA Addendum). Triumph will notify Account Debtors of all Accounts
previously financed under the NPA Facility and instruct them to make all payments to Triumph. Subject
to the terms and conditions of the Factoring Agreement (excluding the NPA Addendum), Triumph may
also purchase Kal Freight’s Eligible Accounts that arise after the date of this Agreement.
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5. Kal Freight will remain obligated under, and will satisfy all Obligations under, the NPA Addendum.

6. Except as expressly modified herein, all other terms and conditions of the Factoring Agreement remain
in full force and effect. Triumph reserves all of its rights, liens, and remedies.

THIS ADDENDUM AND THE FACTORING AND SECURITY AGREEMENT EMBODY THE FINAL AND
ENTIRE AGREEMENT BETWEEN THE PARTIES AND SUPERSEDE ALL PRIOR AGREEMENTS AND
UNDERSTANDINGS, IF ANY, RELATING TO THE SUBJECT MATTER HEREOF, AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS.
THERE ARE NO ORAL AGREEMENTS BETWEEN THE PARTIES

Dated: December 5, 2024
Kal Freight Inc.

By:

Its:
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EXHIBIT 2

Budget
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Kal Group of Companies - Management Forecast of Consolidated Entities including Kal Freight, Kal Trailers & Leasing, Kal Partz, KVL Tires and Kal Aviation

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Week 1 2 3 4 6 7 8 9 11 12 13-Week
Week Ending 11/29 12/6 12/13 12/20 12/27 1/3 1/10 1/17 124 2/7 Total
Revenue Receipts $ 4298457 $ 8,501,335 § 5,066,435 $ 5,082,610 $ 4,464,367 $ 4,775,391 $ 4,789,118 $ 4,520,842 $ 4,386,018 $ 4,419,737 $ 5,067,933 $ 4,648,584 $ 4,531,751 1 $64,552,579
Reimbursement Receipts 69,500 49,800 60,550 262,350 69,500 49,400 15,550 187,800 99,050 49,400 15,550 187,800 99,050 1,215,300
Total Receipts 4,367,957 8,551,135 5,126,985 5,344,960 4,533,867 4,824,791 4,804,668 4,708,642 4,485,068 4,469,137 5,083,483 4,836,384 4,630,801 65,767,879 I
Cost of Sales 2,576,618 2,816,956 2,969,986 2,895,320 2,555,258 2,751,058 2,871,655 2,671,301 2,511,266 2,701,504 2,886,449 2,706,826 2,662,870 35,577,067
Operating Disbursements 794,300 560,280 846,420 826,050 851,400 442,990 978,450 2,169,745 372,500 391,790 475,350 1,986,245 310,000 11,005,520
Total Operating Disbursements 3,370,918 3,377,236 3,816,406 3,721,370 3,406,658 3,194,048 3,850,105 4,841,046 2,883,766 3,093,294 3,361,799 4,693,071 2,972,870 46,582,586
Operating Cash Flow 997,039 5,173,899 1,310,579 1,623,591 1,127,209 1,630,743 954,564 (132,404) 1,601,302 1,375,843 1,721,683 143,314 1,657,931 19,185,293 I
Non Operating (Receipts) / Disbursements
Personal Funding and/or Real Estate Sales - - - (700,000) (800,000)  (1,000,000)  (1,000,000)  (1,000,000) - (1,000,000) - (1,000,000) - (6,500,000)
Insurance Collateral Payment - - - - 1,000,000 - - - - 1,000,000 - - 1,000,000 3,000,000
Adequate Protection Payments - Lease Collections 247,400 194,200 329,300 186,900 249,100 194,900 329,300 186,900 249,100 77,500 393,600 223,000 193,700 3,054,900
Adequate Protection Payments - Other 42,000 792,000 957,000 962,000 917,000 912,000 912,000 912,000 917,000 912,000 932,000 932,000 937,000 11,036,000
Principal Payments - Triumph - 3,500,000 - - - - - - - - - - - 3,500,000
Other Non Operating Disbursements 9,515 9,991 16,024 16,917 18,018 18,647 18,885 17,647 17,382 16,843 16,740 17,094 17,294 210,997
Non Operating (Receipts) / Disbursements 298,915 4,496,191 1,302,324 465,817 1,384,118 125,547 260,185 116,547 1,183,482 1,006,343 1,342,340 172,094 2,147,994 14,301,897
Bankruptcy Costs
Filing Fees - 15,000 - - - - - - - - - - - 15,000
UST Fees - - - - - - - - - - - - 262,818 262,818
Pachulski Stang Ziehl & Jones LLP 150,000 225,000 225,000 225,000 225,000 225,000 225,000 225,000 225,000 225,000 225,000 225,000 225,000 2,850,000
Development Specialists, Inc. (DSI) 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 450,000
Creditor Reporting / Additional FA - DSI 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 34,615 450,000
Independent Directors - 30,000 - - - 60,000 - - - - 60,000 - - 150,000
Stretto 10,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 250,000
E-Discovery - 75,000 - - - - - - - - - - - 75,000
Logistics Regulatory Counsel - 25,000 - - - 25,000 - - - - 25,000 - - 75,000
Lender Professionals 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 130,000
Creditors Committee - - 25,000 25,000 25,000 25,000 25,000 25,000 25,000 50,000 50,000 50,000 50,000 375,000
Other Costs 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 65,000
Total Bankruptcy Costs 244,231 474,231 354,231 354,231 354,231 439,231 354,231 354,231 354,231 379,231 464,231 379,231 642,049 5,147,818
Net Cash Flow $ 453,894 $§ 203,477 S (345975) $ 803,543 $ (611,140) $1,065965 S 340,147 $ (603,181) S$ 63,589 $ (9,730) S (84,888) $ (408,011) S$(1,132,112)i $ (264,421)I
Starting Cash $1,295,170  $1,749,064  $1,952,541  $1,606,566  $2.410,109 $1,798,969 $2,864,934 $3,205,082 $2,601,900 $2.665489 $2,655759 $2,570,871 $ 2,162,860 $1,295,170
Net Cash Flow 453,894 203,477 (345,975) 803,543 (611,140) 1,065,965 340,147 (603,181) 63,589 (9,730) (84,888) (408,011) (1,132,112) (264,421)
Ending Cash - Kal Group $1,749,064 $1,952,541 $1,606,566 $2,410,109 $1,798,969 $2,864,934 $3,205,082 $2,601,900 $2,665,489  $2,655,759 $2,570,871 $2,162,860 §$ 1,030,749 $ 1,030,749 I






