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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: g Chapter 11
HIGHLAND CAPITAL MANAGEMENT, L.P.,! g Case No. 19-34054-sgj11
Debtor. ;
)

DEBTOR’S WITNESS AND EXHIBIT LIST WITH RESPECT
TO EVIDENTIARY HEARING TO BE HELD ON JUNE 25, 2021

Highland Capital Management, L.P. (the “Debtor) submits the following witness and

exhibit list with respect to the Debtor’s Motion for Entry of an Order Authorizing Payment of a

Restructuring Fee to James P. Seery, Jr., the Debtor’s Chief Executive Olfficer and Chief

' The Debtor’s last four digits of its taxpayer identification number are (6725). The headquarters and service

address for the above-captioned Debtor is 300 Crescent Court, Suite 700, Dallas, TX 75201.
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Restructuring Officer [Docket No. 2395], which the Court has set for hearing at 9:30 a.m.

(Central Time) on June 25, 2021 (the “Hearing”) in the above-styled bankruptcy case (the

“Bankruptcy Case”).

A.

B.

Witnesses:

1. John Dubel;

2. Any witness identified by or called by any other party; and

3. Any witness necessary for rebuttal.

Exhibits:

Letter

Exhibit

Offered

Admitted

May 13, 2021 Minutes of the Meeting of the Compensation
Committee of Strand Advisors, Inc. (REDACTED)

May 17, 2021 Minutes of the Meeting of the Compensation
Committee of Strand Advisors, Inc.

May 31, 2021 Minutes of the Meeting of the Compensation
Committee of Strand Advisors, Inc.

Any document entered or filed in the Bankruptcy Case,
including any exhibits thereto

All exhibits necessary for impeachment and/or rebuttal
purposes

All exhibits identified by or offered by any other party at the
Hearing

WITNESS AND EXHIBIT LIST FOR HEARING ON JUNE 25, 2021
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Dated: June 22, 2021. PACHULSKI STANG ZIEHL & JONES LLP

Jeffrey N. Pomerantz (CA Bar No.143717)

Ira D. Kharasch (CA Bar No. 109084)

John A. Morris (NY Bar No. 2405397)

Gregory V. Demo (NY Bar 5371992)

Hayley R. Winograd (NY Bar No. 5612569)

10100 Santa Monica Blvd., 13th Floor

Los Angeles, CA 90067

Telephone: (310) 277-6910

Facsimile: (310) 201-0760

E-mail:  jpomerantz@pszjlaw.com
ikharasch@pszjlaw.com
jmorris@pszjlaw.com
gdemo@pszjlaw.com

-and-
HAYWARD PLLC

/s/ Zachery Z. Annable

Melissa S. Hayward

Texas Bar No. 24044908
MHayward@HaywardFirm.com
Zachery Z. Annable

Texas Bar No. 24053075
ZAnnable@HaywardFirm.com
10501 N. Central Expy, Ste. 106
Dallas, Texas 75231

Tel: (972) 755-7100

Fax: (972) 755-7110

Counsel for Highland Capital Management, L.P.
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DOCS_NY:43490.1 36027/002



Case 19-34054-sgj11 Doc 2472-1 Filed 06/22/21 Entered 06/22/21 17:32:49 Page 1 of 3

EXHIBIT 1



Case 19-34054-sgj11 Doc 2472-1 Filed 06/22/21 Entered 06/22/21 17:32:49 Page 2 of 3

Minutes of the Meeting of the
Compensation Committee of Strand Advisors, Inc.

May 13, 2021

At approximately 12:00 p.m. Central Time, the Compensation Committee (the
“Committee”) of the Board of Directors of Strand Advisors, Inc. (“Strand”), called their meeting
to order. John Dubel and Russell Nelms were each present telephonically. Also in attendance for
the full meeting were Jeff Pomerantz and Greg Demo of Pachulski Stang Ziehl & Jones LLP
(“Pachulski’). James P. Seery, Jr., the chief executive officer and chief restructuring officer of
Highland Capital Management, L.P. (“HCMLP”), was in attendance for a portion of the meeting
at the Committee’s invitation.

Mr. Dubel called the meeting to order and announced that the purpose of the meeting was to discuss
the potential payment to Mr. Seery of a restructuring fee as contemplated in Mr. Seery’s June 23,
2020, Employment Agreement (the “Employment Agreement”). Mr. Demo summarized the
potential restructuring fees set forth in the Employment Agreement. Mr. Demo informed the
Committee that the Employment Agreement contemplated two potential restructuring fees as set
forth below:

Case Resolution Restructuring Fee: Payable upon confirmation of a plan of reorganization or liquidation
that resolves a material amount of the outstanding claims as follows:

$1,000,000.00 On confirmation of a plan
$500,000.00 On effective date of a plan
$750,000.00 On completion of cash or property distributions to creditors

Monetization Vehicle Restructuring Payable upon confirmation of a plan of reorganization or liquidation
Fee: that does not include agreement on a material amount of the
outstanding claims as follows:

$500,000.00 On confirmation of a plan
$250,000.00 On effective date of a plan
Contingent Fee To be determined by the board or oversight vehicle overseeing

implementation of plan

Mr. Dubel then asked Mr. Seery to identify for the Committee which restructuring fee he
believed he was entitled to and the basis therefor. Throughout the presentation described below
the Committee asked Mr. Seery a series of questions to which he responded.

Mr. Seery indicated he believed he was entitled to receive the Case Resolution
Restructuring Fee because the material claims against the estate had been resolved. Specifically,
Mr. Seery told the Committee that HCMLP had successfully resolved the claims brought by the
Redeemer Committee, Acis Capital Management, the various HarbourVest entities, and Integrated
Financial Associates. Mr. Seery also indicated that the Bankruptcy Court had scheduled a hearing
for May 17, 2021 to approve HCMLP’s motion seeking approval of the settlement agreement
between HCMLP on UBS Securities LLC and UBS AG London Branch (collectively, “UBS”) that
was executed on March 30, 2021.

DOCS_NY:43332.2 36027/002 1
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Mr. Seery then informed the Committee that he believed that HCMLP had reached a deal
in principle with Patrick Daugherty but that that settlement was still subject to finalization and
documentation. Mr. Seery also told the Committee that two other material claims filed b

were also substantially resolved.

Mr. Seery told the Committee that the foregoing represented the resolution of all material
claims against HCMLP and that the remaining outstanding claims were generally those filed by
Mr. Dondero, his related entities, and former HCMLP employees who were now working for
another one of Mr. Dondero’s entities.

The Committee asked Mr. Seery a number of questions throughout his presentation, which
Mr. Seery answered.

Mr. Seery and the Committee next discussed the timing of the payment of a potential
restructuring fee to Mr. Seery. As part of this discussion, Mr. Seery explained that due to
HCMLP’s liquidity needs he was willing to modify the previously proposed payment terms of the
Restructuring Fee as follows (i) $1 million would be deemed earned by Mr. Seery as of the
confirmation date of the plan (i.e., February 22, 2021) and paid to Mr. Seery on September 30,
2021; (ii) $500,000 would be deemed earned on the effective date of the plan and paid on the later
of the effective date or September 30, 2021; and (iii) $750,000 would be paid on the earlier of (a)
the distribution of not less than 75% of the estimated cash available for distribution to Class 8
(General Unsecured Claims) (as discussed in the plan projections) or (b) substantial completion of
the monetization of the assets of the Debtor or its successors-in-interest.

Following this discussion, the Committee informed Mr. Seery that they would take the
matter under advisement, and Mr. Seery was excused from the meeting. The Committee discussed
scheduling a further meeting to consider Mr. Seery’s entitlement to the Restructuring Fee.

The Committee discussed with Pachulski the timing of the filing of a motion to approve
Mr. Seery’s bonus with Pachulski. The Committee determined to defer final consideration of Mr.
Seery’s entitlement to the Restructuring Fee until after the UBS settlement was approved.

The meeting was adjourned at approximately 1:00 p.m. Central Time until May 17, 2021,
at 5:30 Central Time.
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Minutes of the Meeting of the
Compensation Committee of Strand Advisors, Inc.

May 17, 2021

At approximately 5:30 p.m. Central Time, the Compensation Committee (the
“Committee”) of the Board of Directors of Strand Advisors, Inc. (“Strand”), reconvened and called
their meeting to order. John Dubel and Russell Nelms were each present telephonically. Also in
attendance for the full meeting were Jeff Pomerantz and Greg Demo of Pachulski Stang Ziehl &
Jones LLP (“Pachulski’).

The meeting was called to order by Mr. Dubel and the Committee began the meeting by
summarizing the discussion at the May 13 meeting concerning the potential restructuring fee to be
paid to James P. Seery, Jr., the chief executive officer and chief restructuring officer of Highland
Capital Management, L.P. (“HCMLP”), including the timing and structure of such payment. The
Committee determined that Mr. Seery’s success in settling the material claims against the estate
met the proposed criteria set forth in Mr. Seery’s June 23, 2020, Employment Agreement (the
“Employment Agreement”), which would entitle him to receive a restructuring fee in the aggregate
of $2.25 million (the “Restructuring Fee”). As discussed at the May 13 meeting, based upon
HCMLP’s liquidity, Mr. Seery voluntarily agreed to defer receipt of payment of the Restructuring
Fee as follows:

$1,000,000.00 deemed earned on the Confirmation Date (i.e., February 22, 2021) and paid on September 30,
2021

$500,000.00 deemed earned on the Effective Date (as such term is defined in the Plan) and paid on the later
of the Effective Date or September 30, 2021

$750,000.00 paid on the earlier of (i) the distribution of not less than 75% of the estimated cash available for
distribution to Class 8 (General Unsecured Claims) as set forth in the Amended Liquidation
Analysis/Financial Projections [Docket No. 1875-1] or (ii) the substantial completion of the
monetization of the assets of the Debtor or its successors-in-interest

Mr. Dubel reported to the Committee that Mr. Seery’s total current compensation, inclusive
of the Restructuring Fee, for the period of January 9, 2020 until July 31, 2021, would be
approximately $4.8 million, or approximately $3.1 million on an annualized basis. Mr. Dubel
reported to the Committee that he believed that Mr. Seery was undercompensated compared to
chief executives in complex bankruptcies based upon his knowledge, experience and calculation
of what Mr. Seery would be entitled to receive if compensated on an hourly basis.

Specifically, Mr. Dubel reported to the Committee that he had reviewed the hourly rates of
senior bankruptcy professionals in other complex cases and found that the average rate was
approximately $1700 per hour. Based on this, and assuming that Mr. Seery was an hourly
professional, Mr. Dubel believed that an hourly rate of $1650 per hour for Mr. Seery would be
appropriate. Mr. Dubel told the Committee that, assuming a $1650 hourly rate and that Mr. Seery
worked approximately 180 hours per month during the case, if Mr. Seery’s compensation were
calculated on an hourly basis that Mr. Seery’s total compensation would be $1.7 million more than
his projected compensation (inclusive of bonus).
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Mr. Dubel also performed the same calculation using the blended rate of the senior
professionals retained in HCMLP’s bankruptcy (approximately $1268 per hour) and concluded
that Mr. Seery’s total compensation (inclusive of bonus) would be $186,000 more than his
projected compensation at such blended rate.

Mr. Dubel also noted that Mr. Seery’s compensation included a measure of risk, not present
if he was compensated on a purely hourly basis, as the Restructuring Fee was contingent on Mr.
Seery achieving certain benchmarks. Mr. Dubel stated that, in his experience, contingent bonus
possibilities are generally higher because of the potential that the contingency may not occur.

Based upon the foregoing, Mr. Dubel suggested that Mr. Seery had earned the proposed
Restructuring Fee under the terms of the Employment Agreement and thus it was fair
compensation given the totality of circumstances.

Following Mr. Dubel’s presentation, Mr. Dubel and Mr. Nelms engaged in a lengthy
discussion about Mr. Dubel’s findings, including how he had arrived at his conclusions.

Following that discussion, Mr. Nelms stated his view that Mr. Dubel had approached Mr.
Seery’s compensation in a very objective and analytical way. Mr. Nelms also stated that he
believed that Mr. Seery brought to the engagement significant skills that made him uniquely
valuable to HCMLP, including his technical skills and familiarity with the industry and his
restructuring experience. Mr. Nelms also emphasized the difficult nature of the engagement
because of, among other things, the direct attacks against Mr. Seery perpetrated by James Dondero,
HCMLP’s founder and former chief executive officer. Mr. Nelms stated that he believed that the
estate had received exceptional value from Mr. Seery and that Mr. Seery’s compensation was fair
and appropriate.

Mr. Dubel and Mr. Nelms then discussed the next steps in the process. The Committee
determined that in order to corroborate the Committee’s preliminary analysis it should reach out
to Mercer — HCMLP’s compensation consultant — to update the materials that it had originally
provided to the Committee in 2020 in connection with Mr. Seery’s retention as chief executive
officer and chief restructuring officer.

In order to allow the Committee the time necessary to complete their analysis, the
Committee adjourned the meeting at approximately 6:30 p.m. Central Time until May 31, 2021,
at 2:30 Central Time.
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Minutes of the Meeting of the
Compensation Committee of Strand Advisors, Inc.

May 31, 2021

At approximately 2:30 p.m. Central Time, the Compensation Committee (the
“Committee”) of the Board of Directors of Strand Advisors, Inc. (“Strand”), convened and called
their meeting to order. John Dubel and Russell Nelms were each present telephonically. Also in
attendance for the full meeting were Jeff Pomerantz and Greg Demo of Pachulski Stang Ziehl &
Jones LLP (“Pachulski”).

Prior to the commencement of the meeting, Pachulski provided the Committee with an
updated report prepared by Mercer — the compensation consultant retained by Highland Capital
Management, L.P. (“HCMLP”) — which contained an analysis of the proposed compensation for
James P. Seery, Jr., the chief executive officer and chief restructuring officer of HCMLP. A copy
of the analysis is attached hereto as Appendix A.

Mr. Dubel presented Mercer’s findings to the Committee and a discussion between the
Committee and Pachulski ensued.

The Committee and Pachulski also discussed the analysis Mercer had performed in the
spring and summer of 2020 in connection with Mr. Seery’s retention as HCMLP’s chief executive
officer and chief restructuring officer. Mr. Dubel noted that Mercer’s updated presentation was
consistent with that earlier presentation but noted that Mercer incorporated analysis in looking at
the retention on an annualized basis since Mr. Seery’s time as CEO and CRO is in excess of the
approximately one year originally projected.

Following this discussion, Mr. Dubel and Mr. Nelms concluded that Mr. Seery’s proposed
restructuring fee and total compensation was appropriate based on Mercer’s findings; the
compensation paid to similarly situated executives; taking into account the specific services that
Mr. Seery was providing; the length of time and the complexity of the case.

Mr. Dubel moved to approve the payment of the $2.25 million restructuring fee to Mr.
Seery; Mr. Nelms concurred; and the motion passed unanimously.

The Committee directed Pachulski to file a motion with the Bankruptcy Court seeking
approval of Mr. Seery’s restructuring fee in substantially the form presented to the Committee.

The meeting was adjourned at 3:00 EST.

J Q%Mlbel

Russell F. Nelms
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Minutes of the Meeting of the
Compensation Committee of Strand Advisors, Inc.

May 31, 2021

At approximately 2:30 p.m. Central Time, the Compensation Committee (the “Committee
””) of the Board of Directors of Strand Advisors, Inc. (“Strand”), convened and called their meeting
to order. John Dubel and Russell Nelms were each present telephonically. Also in attendance for
the full meeting were Jeff Pomerantz and Greg Demo of Pachulski Stang Ziehl & Jones LLP (*
Pachulski”).

Prior to the commencement of the meeting, Pachulski provided the Committee with an
updated report prepared by Mercer — the compensation consultant retained by Highland Capital
Management, L.P. (“HCMLP”) — which contained an analysis of the proposed compensation for
James P. Seery, Jr., the chief executive officer and chief restructuring officer of HCMLP. A copy
of the analysis is attached hereto as Appendix A.

Mr. Dubel presented Mercer’s findings to the Committee and a discussion between the
Committee and Pachulski ensued.

The Committee and Pachulski also discussed the analysis Mercer had performed in the
spring and summer of 2020 in connection with Mr. Seery’s retention as HCMLP’s chief executive
officer and chief restructuring officer. Mr. Dubel noted that Mercer’s updated presentation was
consistent with that earlier presentation but noted that Mercer incorporated analysis in looking at
the retention on an annualized basis since Mr. Seery’s time as CEO and CRO is in excess of the
approximately one year originally projected.

Following this discussion, Mr. Dubel and Mr. Nelms concluded that Mr. Seery’s proposed
restructuring fee and total compensation was appropriate based on Mercer’s findings; the
compensation paid to similarly situated executives; taking into account the specific services that
Mr. Seery was providing; the length of time and the complexity of the case.

Mr. Dubel moved to approve the payment of the $2.25 million restructuring fee to Mr.
Seery; Mr. Nelms concurred; and the motion passed unanimously.

The Committee directed Pachulski to file a motion with the Bankruptcy Court seeking
approval of Mr. Seery’s restructuring fee in substantially the form presented to the Committee.

The meeting was adjourned at 3:00 EST.

EZhn S. Dubel E

Russell F. Nelms
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