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Application authorizing the enploynment of G oom Law G oup,
Chartered, as special enployee-benefits counsel to the debtors
nunc pro tunc to the petition date.

*** CERTI FI CATE OF NO OBJECTI ON FI LED. ***

Application authorizing the enploynment of Evercore Goup LLC as
I nvest ment banker and financial advisor to the debtors
effective nunc pro tunc to the petition date, approving the
terns of the Evercore agreenent, waiving certain tinmekeeping

requi renents, and granted related relief.

Application authorizing enpl oynent of Skadden, Arps, Slate,
Meagher & Fl om LLP as counsel to the debtors nunc pro tunc to
the petition date.

Qbj ection by the UST filed.

Application for ex parte relief of the Forner Knight Ridder and
McCl at chy Sal ari ed Enpl oyees Association for production of
docunents under Rul e 2004.

Qbj ection fil ed.

Application authorizing the enploynent of Togut, Segal & Segal
LLP as co-counsel to the debtors nunc pro tunc to the petition

dat e.
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Limted objection by the UST filed.

Application authorizing the enployment of FTI Consulting, Inc.
effective nunc pro tunc to the petition date, approving the
terms of FTI's enploynent, designating Sean M Harding as chi ef
restructuring officer, and granting related relief.

*** CERTI FI CATE OF NO OBJECTI ON FI LED. ***

Motion authorizing rejection of unexpired | ease of
nonresidential real property located at 401 | Street, Suite
200, Sacranento, California 95814.

***CERTI FI CATE OF NO OBJECTI ON FI LED. ***

Debtors' second omi bus notion for entry of an order
aut hori zing and approving the rejection of certain | eases and
rel ated agreenents.

*** CERTI FI CATE OF NO OBJECTI ON FI LED. ***

Application authorizing enpl oynent of Kurtzman Carson
Consultants LLC as administrative advisor to the debtors nunc
pro tunc to the petition date.

*** CERTI FI CATE OF NO OBJECTI ON FI LED. ***
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Final hearing re: notion authorizing the debtors to obtain
post-petition financing and use cash collateral, granting
l'iens, and providing superpriority adm nistrative-expense
status and adequate protection to certain pre-petition |enders,
nodi fying the automatic stay, scheduling a final hearing, and
grating related relief.

Qbj ection filed.

Final hearing re: notion authorizing continued use of existing
cash- managenent system bank accounts, and business forns, and
paynment of related pre-petition obligations, nodifying certain
deposit requirenents, and authorizing continuance of

i nt erconpany transactions, and honoring certain rel ated pre-
petition obligations.

*** CERTI FI CATE OF NO OBJECTI ON FI LED. ***

Final hearing re: notion establishing notice-and-hearing
procedures for trading in, or treating as becom ng worthless,
equity securities in the debtors.

*** CERTI FI CATE OF NO OBJECTI ON FI LED. ***

Motion authorizing debtors to pay pre-petition wages,
conpensati on, and enpl oyee benefits (2019 nonexecutive

retention plan)
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APPEARANCES (TELEPHON O):

TOGUT, SEGAL & SEGAL LLP

BY:

Attorneys for Debtors
One Penn Pl aza

Suite 3335

New York, NY 10119

AMY ODEN, ESQ
KYLE J. ORTIZ, ESQ
ALBERT TOGUT, ESQ

SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP

BY:

Attorneys for Debtors
300 South Grand Avenue
Sui te 3400

Los Angel es, CA 90071

VAN C. DURRER, 11, ESQ
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1

2| SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP
3 Attorneys for Debtors

4 525 University Avenue

5 Palo Alto, CA 94301

6

7|l BY: JENNI FER MADDEN, ESQ

8

9
10| GROOM LAW GROUP
11 Speci al Counsel to the Debtors
12 1701 Pennsyl vani a Avenue, N W
13 Washi ngt on, DC 20006

14

15|| BY: DAVI D LEVI NE, ESQ

16

17

18 || UNI TED STATES DEPARTMENT OF JUSTI CE

19 O fice of the United States Trustee
20 201 Varick Street
21 Suite 1006
22 New Yor k, NY 10014
23
24| BY: BENJAM N J. H GE NS, ESQ
25 BRI AN S. MASUMOTO, ESQ
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1

2| CHOATE HALL & STEWART, LLP

3 Attorneys for Encina Business Credit, LLC
4 Two | nternational Place

S Bost on, MA 02110

6

7|l BY: KEVIN J. SI MARD, ESQ

8

9

10| EMVET, MARVIN & MARTIN, LLP

11 Attorneys for Bank of New York Mellon

12 120 Br oadway

13 32nd Fl oor

14 New Yor k, NY 10271

15

16| BY: THOVAS A. PI TTA, ESQ

17

18

19| MORGAN, LEW S & BOCKI US LLP
20 Attorneys for Wells Fargo Bank, N. A
21 101 Park Avenue
22 New York, NY 10178
23
24| BY: JENNI FER FELDSHER, ESQ.
25
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1
2| KRAMER LEVI N NAFTALI S & FRANKEL LLP
3 Attorneys for Brigade Capital Managenent
4 1177 Avenue of the Anericas
5 New Yor k, NY 10036
6
7|l BY: DOUGLAS H. MANNAL, ESQ
8 THOVAS MOERS MAYER ESQ
9 DAVID Z. BRAUN, ESQ
10
11
12| PAUL, WEISS, R FKIND, WHARTON & GARRI SON LLP
13 Attorneys for Chatham Asset Managenent
14 1285 Avenue of the Anericas
15 New Yor k, NY 10019
16
17| BY: ANDREW N. ROSENBERG, ESQ
18
19
20| REED SM TH LLP
21 Attorneys for BOKF, N A, Indenture Trustee
22 599 Lexi ngton Avenue
23 New Yor k, NY 10022
24
25|| BY: M CHAEL J. VENDI TTO, ESQ
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1
2| QU NN EMANUEL URQUHART & SULLI VAN, LLP
3 Attorneys for Chatham Asset Managenent
4 51 Madi son Avenue
5 22nd Fl oor
6 New Yor k, NY 10010
7
8| BY: JAMES C. TECCE, ESQ
9
10
11| SCHAFER & VEI NER, PLLC
12 Attorneys for Pension Benefit Cuaranty Corporation
13 40950 Wodward Avenue
14 Suite 100
15 Bloonfield HIls, M 48304
16
17| BY: JOSEPH K. GREKI N, ESQ
18
19
20| STROOCK & STROOCK & LAVAN LLP
21 Attorneys for Oficial Conmttee of Unsecured Creditors
22 2029 Century Park East
23 Los Angel es, CA 90067
24
25|| BY: FRANK A. MERCLA, ESQ
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STROOCK & STROOCK & LAVAN LLP
Attorneys for Oficial Conmttee of Unsecured Creditors
180 Mai den Lane
New York, Ny 10038

BY: KRI STOPHER M HANSEN, ESQ
DANI EL A. FLI MAN, ESQ
EREZ G LAD, ESQ
GABRI EL E. SASSQN, ESQ

THE WAGNER LAW GROUP
Attorneys for P. Anthony Ri dder, George R ggs, and the
Former Knight Ridder and Mcd atchy Sal ari ed Enpl oyees
Associ ati on
800 Connecticut Avenue, N W
Suite 810
Washi ngt on, DC 20006

BY: | SRAEL GOLDOW TZ, ESQ
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PENSI ON BENEFI T GUARANTY CORPCRATI ON
O fice of the General Counsel
1200 K Street NW
Washi ngton, DC 20005

BY: ERI KA E. BARNES, ESQ

ALSO PRESENT:
EVAN GERSHBEI N, Kurtzman Carson Consul tants LLC
SEAN M HARDI NG FTI Consul ting, Inc.
STEPHEN HANNAN, Evercore G oup, LLC
BO YlI, Evercore Goup, LLC
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PROCEEDI NGS

THE COURT: Parties, are we ready to proceed?

Can anybody hear ne?

UNI DENTI FI ED SPEAKER:  Yes, Your Honor, we hear do
hear you.

UNI DENTI FI ED SPEAKER: Good norning, Your Honor.

THE COURT: Ckay. GCkay, who wi shes to proceed on
behal f of the debtor?

MR. DURRER  Your Honor, |'m here.

I'"'mnot -- can anyone hear nme? This is Van Durrer.

UNI DENTI FI ED SPEAKER. W can hear you, Van.

Van, we can hear you.

MR DURRER Ckay. This is Van Durrer of Skadden,
Arps, Slate, Meagher & Flom on behalf of The Md atchy Conpany
and the affiliated debtors. The agenda is Docket 220. On that
agenda, Your Honor, we had a status report that we wanted to
just give you a brief update on what those are. (bviously, the
conmpany and all the parties are reacting in real time to the
COVID-19 pandemic. | think, as we all are spread across our
home of fices and dining-roomtables, we have a deeper
appreciation for the effort that Your Honor goes through to
stay organi zed.

The good news is that today's agenda is |largely
uncontested, and that's due to the good-faith efforts and

negoti ati ons of every party with (indiscernible) exception,
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THE MCCLATCHY COMPANY, et al.
wor ki ng very hard, notw thstanding the crisis, notw thstanding
that sone fol ks are in contai nment zones, et cetera. And we
really do appreciate that. Everybody took that to heart to try
and put aside differences, to get to where we got to today,
which is a snooth |aunch of the DIP financing, which is
obviously critical, especially under the current circunstances.

Not everybody is happy, to be clear. And we'll get
into sone of those details as we proceed to the agenda. But
peopl e decided that the better course here was to try and adopt
a consensual approach, at least for now W' re obviously very
t hankful for the Court's dedication, and all the court staff,
in setting this up. This is not easy, and we appreciate that.
And we'll do our best to keep it as streanlined as possible.

In terns of the investigation, the investigation is in
high gear. There are interviews that have already taken place.
There're interviews that are expected to take place next week.

In terms of nediation, we have check-ins this
afternoon with Judge Carey and then again on the 30th, on
Monday. And then our first, sort of, full principal session is
designed to be virtual, on April 7th. CQbviously, we're trying
to adapt to a new normal, but | think I can confortably report
that the case is about as normal a Chapter 11 case otherw se as
you woul d expect under, obviously, bizarre circunstances.

Wth respect to witnesses for today, Your Honor, many

of the core witnesses are on the phone: M. Harding, M.
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THE MCCLATCHY COMPANY, et al.
Hannan, and others. M. MConkey is not available, due to a
conflict with -- we have a set of board neetings today, and
she's conducting conmttee neetings in anticipation of those
board neeti ngs.

And of the things that are contested -- M. MConkey
Is awtness with respect to the Skadden retention and the
Togut retention, and those are Docket Nunmbers -- I'msorry,
agenda itens 11 and 12. She may becone avail abl e at noon
Eastern. If Your Honor has questions, we will nake sure that
t hat happens. |f Your Honor doesn't have questions, the U S
Trustee has already advised that the U S. Trustee did not
intend to exam ne Ms. MConkey.

So we can, obviously, cross that bridge when we get to
it, but I did want to alert the Court to that.

And then last little status update before we proceed
into the agenda is, the debtors did file an additiona
affiliate yesterday in the Chapter 11 case: Qak Street
Redevel opment. That entity's sole purpose to exist is in
connection with certain tax attributes, the local tax benefits.
And it otherwi se would be a nenber of the control group for
pur poses of pension liability, so in abundance of caution we
did go ahead and file that. W filed a notion to jointly
adm ni ster that entity with the other debtors. And that's on
the notice of presentment, and that objection deadline comes up

next week. | just wanted to alert you to that if you noticed
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THE MCCLATCHY COMPANY, et al.

that and had a question you m ght have had.

So with that, Your Honor, |'mhappy to go into the
uncontested matters on the agenda.

THE COURT:  Ckay.

MR DURRER  Thank you. So, nunber one is Docket
Nunber 14. This is the cash-nmanagenent notion. There were no
objections. W did file a certificate of no objection, which
i s Docket Number 208. W did -- we were able to work out sone
issues with the United States Trustee, but -- so that matter is
ot herw se resol ved.

THE COURT: Al right, are there any objections on the
cash managenent ?

I have an issue. You put something back in that I
al ways take out and that | took out in the interimorder, which
is in paragraph 10, where it says that the banks have no
liability if they nake a paynent of a pre-petition anount, even
w t hout the debtor saying that they can, even wthout a good-

faith belief, as long as it is an innocent mstake. You really

got to take out that "innocent mstake". | don't usually even
give you the "good-faith belief" thing. | usually make the
banks rely on statenents by the debtor. But I'Il give you the

"good-faith belief" in this case, but the banks have to take
sonme responsibility to monitor this. So just take that
| anguage out.

MR. DURRER  Understood, Your Honor. We will stick to
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THE MCCLATCHY COMPANY, et al. 17
that and we wll take your offer of the good-faith belief. W
appreciate that. Thank you, Your Honor.

Wth respect to agenda item nunber 2 -- this is Docket
Nunber 19 -- this is to address the preservation of NOLs. W
wor ked out sone additional |anguage with the creditors
conmttee, and we were able to file a certificate of no
objection with respect to the final order, at Docket Number
215.

THE COURT: Ckay. Anybody have any objections or any
further comments?

Al right, that one is fine.

MR. DURRER  Thank you, Your Honor. Agenda item
nunber 3 -- this is Docket 15 -- this is another iteration of
the original wage relief. This particular |ayer of enployee
benefits relates to eight enployees that are in a nonexecutive
retention program We worked with the commttee and the U. S.
Trustee on their concerns. W filed a supplenental declaration
for this as well. W're laying out the elenents of that
program wth respect to those particul ar enpl oyees. There
were no objections with respect to this iteration, so we would
ask Your Honor approve the paynment on the nonexecutive
retention plan at this tine.

There is yet another element that will come up at the
April hearing, and that relates to the corporate incentive plan

for, in our view, rank-and-file enployees. But again, the US.
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THE MCCLATCHY COMPANY, et al.
Trustee wants to put us to our proof on that, which is fair.
And then we do anticipate that we would file the key-executive
incentive plan at the sane tinme, for that April hearing, but
that's not for today.

THE COURT: Al right, the nonexecutive retention
plan -- we basically -- if | understand it, we have seven
peopl e who are budgeted to receive 330,000 dollars if they stay
for another two weeks through April 7th, right?

MR DURRER Yeah; that's fair, Your Honor. They have
been staying, right, for -- the original programstarted | ast
year.

THE COURT: | --

MR, DURRER And we --

THE COURT: | didn't nean to inply that it was brand-
new, but -- yeah, but that's what's left of it, right?

MR. DURRER  Correct, Your Honor. And these
particul ar enpl oyees were sufficiently junior-level within the
total organization, that it would have been risky to bring them
under the tent in the whole Chapter 11 preparation process at
the time when others were. And that's why we -- just over half
a dozen were sort of caught in the crossfire of the filing.

THE COURT: R ght. | just wanted to nake sure
under st ood the underlying facts.

The committee is fine wth this?

MR. HANSEN: Yes, Your Honor. |It's Kris Hansen on
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THE MCCLATCHY COMPANY, et al.
behal f of the conmttee. We're fine with it.

THE COURT: Ckay. |I'Il approve it, then. Just submt
your order.

MR DURRER  Thank you, Your Honor. Now, there are a
handful of natters that are being handl ed by the Togut firm
that are sort of broken up. So ny recommendation is that we
skip nunber 4 for the time being, so that we don't have back-
and-forth passing (ph.) of the tinme, to the little -- to the
| east extent possible. So with Your Honor's perm ssion, we
wll go to agenda item nunber 5.

THE COURT:  Ckay.

MR. DURRER  Thank you, Your Honor. So this is Docket
Number 99. This is for the retention of the Goomlaw firm
Their primary responsibility is addressing the pension, all
matters, ERI SA, and engaging directly on any term nation of the
qualified pension plan relative to the PBGC, and al so
interacting with representatives of the suppl enental
nonqual i fied plan participants.

W filed a certificate of no objection at Docket
Nunmber 209. And G oomis on the phone, and they're al so very
much aware of the efforts that everybody's undertaken not to
duplicate effort, and as is Skadden and Togut.

So with that, Your Honor, we ask Your Honor to approve
the Groom application.

THE COURT: Al right. Does anybody el se wish to be
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THE MCCLATCHY COMPANY, et al. 20
heard on that application?

MR H GANS: Your Honor, this is Ben H ggins for the
U S Trustee. My | be heard briefly?

THE COURT: Yes.

MR HGANS: W had a nunber of revisions, which the
debtors incorporated into the proposed order and -- as
reflected on the docket. So with those changes, we have no
obj ection, Your Honor.

THE COURT: R ght, | can guess what they were. The
original application had a 328 retention, and | see it's all
been changed to make clear that it's a retention subject to the
normal 330 and 331 standards; is that right?

MR HGANS: That's right, Your Honor. There's also
our standard | anguage regarding rate increases and al so some
clarification regarding paynent of the -- on account of the
retainer.

THE COURT: R ght. GCkay. Al right, and there are no
objections, and | reviewed it. Wth the changes to the
proposed order, it's fine with ne.

MR. DURRER  Thank you, Your Honor. That takes us,
then, to agenda item 6, which is the Evercore Goup retention
as the debtors' investnent banker. At the request of the
commttee, we had pushed this back to this hearing, from March
9. And we worked closely with the committee in qualifying

certain of the conpensation arrangenments for Evercore.
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THE MCCLATCHY COMPANY, et al.

Basi cal |y, Your Honor, the -- and the application is
Docket Nunmber 100, for the record. Basically, this engagenent
was struck in Septenber of |ast year. There were other
opportunities available for the debtors' restructuring,
I ncl uding sone out-of-court possibilities at that tine.
Qbvi ously, those were incapable of being executed, ultimtely,
and that's why we're in Chapter 11.

But now that we are and there's nore clarity about the
l'i kely pathways, we worked with the commttee to clarify that,
In essence, if there's a restructuring transaction through a
pl an of reorganization, that would entitle Evercore to a
reorgani zation fee and, if there was a sale, that that would
entitle Evercore to a sale fee. And obviously, if there was
sonme conbi nation -- obviously, it's a sale 3 (ph.) plan -- or a
sale that was then followed by a plan, that Evercore would
still be entitled to -- first, to the sale fee, or the
restructuring fee, dependi ng on which was hi gher, based upon
how t he case actually ended up

So we were able just to clarify those, and that's al
burned (ph.) in the formof order that Your Honor has with the
blackline. And | believe that that now i s uncontested.
don't know if the commttee wants to comment on that at all
but we woul d ask Your Honor to approve the Evercore
application.

MR. HANSEN:  Your Honor, it's Kris Hansen on behal f of
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the official coomttee again, with Stroock.

M. Durrer's recitation of the facts on that one is
correct. W appreciate the flexibility of the parties working
through the issues to try to clarify themso that it was clear,
obviously, for all parties-in-interest and the Court.

THE COURT: Ckay. | have a couple questions. Nunber
one, the definition of "restructuring"” is very broad. And as |
understand it, under the DIP that |'ve already approved on an
interimbasis -- or maybe it only happens on a final, but I
think it happened on the interim-- we already repaid the old
asset-based | oan; is that correct?

MR, DURRER  Most of it, Your Honor. So as Your Honor
may recall, there are -- there's a letter-of-credit facility,
enbedded in the ABL, that remains outstanding. W nmay be
com ng back to Your Honor with a replacenent for that as well,
down the road. But for now, that still sits with Wlls. And
then Wells still has the various bank products that are
avai |l abl e to the debtors under the -- under the cash-managenent
order that Your Honor just approved.

THE COURT: | just -- in an abundance of caution,
given the broad way in which restructuring is defined as to
preexi sting obligations, | understand that Evercore woul d be
entitled to a DIP-financing fee upon approval of the DIP, but
just would like confirmation on the record that nobody thinks

they get a restructuring fee just because that also included a
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repaynment of the prior ABL or --

MR DURRER. For the debtors -- yeah, for the debtors,
Your Honor, that's confirned. And | don't think that Evercore
needs to confirmthat as well but, if they want to, |'m happy
for themto do so.

MR. HANNAN:  Steve Hannan, Your Honor. And
definitely confirm

THE COURT: Ckay. | was confident you would; | just
t hought it was a good --

Anot her question | have, and | raised this in other
engagenents -- | think -- | can't renmenber which case it was,
but | think | raised it in another one where Evercore was
involved. | knowit's customary for the banks to seek approval
of restructuring, sale, and financing fees upfront. But in ny
own experience and private practice, it was that financing fee
bei ng approved in the abstract when no financing was actually
contenpl ated and nobody really knew what the banker's role in a
potential financing was going to be; that after being
approved -- and 328 was the one nost |ikely to produce
headaches, with people claimng that the things that had
happened were not really what they thought were going to
happen.

So is there any reason why that needs to be approved
now? Shouldn't that separate part of the engagenment be

approved if and when you're pursuing a financing and if and
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when we have a better idea of what exactly Evercore's role wll
be, so that we can actually nake a judgnment about whet her
that's the -- under -- for purposes of 328, really is
reasonabl e as a matter of advance approval ?

MR DURRER  Yeah; this is Van Durrer, Your Honor
It's a good question. | think that the debtors very much want
Evercore engaged. So | think it's fair, again, to have sone
I dea. These are very market rates. The commttee actually did
engage with Evercore on sone (indiscernible) of the
(indiscernible), particularly as it relates to potential future
transactions with Encina, which ultimtely Evercore did agree
to.

But | think that -- the way | would interpret your
comrent s, Your Honor, and maybe you could just ask M. Hannan
again to confirm is that if Evercore's not involved in the
financing effort, that Evercore would not seek a fee in that
arena. But obviously, if the debtors are asking Evercore to do
that, | think it's fair for themto have an understandi ng what
the fee package woul d be, right now.

THE COURT: Well, just to give you exanples; | can
remenber being involved in cases where there was a financing
fee and the financing turned out to be much bigger than people
thought it was originally going to be, and so they were upset.
More often, | remenber a few instances where financing fees

wer e approved kind of on the assunption, at the begi nning of
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the case, that there would be a private placenent or sone
privately negotiated deal, only to have the debtors, at the end
of the process, do a public underwiting, and where the banker
was getting -- | think I remenber in one case a five-percent
equity fee on top of the normal underwiting fee, fromthe
peopl e who were actually doing the underwiting of the equity.

And the point is -- I"'mnot -- | don't nmean to
criticize the size of the fee or the reasonabl eness of work
that Evercore mght do, or the marketing. The point is, in
order to judge today whether it's reasonable, | can't really be
sure exactly what you're going to be pursuing and, therefore,
whether it's reasonable. That's my question.

So -- maybe |'m m ssing sonething, so tell me if I am

MR, DURRER Wl |, Your Honor, all the constituents
are on the phone; the UCC, the secured creditors fromthe pre-
petition debt are all here, and they've all had an opportunity
to comrent on this, and they -- again, fromthe debtors'
perspective, we want to nake sure that Evercore's conpletely
engaged. And we do anticipate that there's going to be sone
nmeasure of a financing effort. So we'd rather have all hands
on deck, with all respect, Your Honor.

MR. HANNAN:  And, Your Honor, this is Steve from
Evercore. I'Il also confirm those fees are only after -- if
Evercore actively gets involved in a capital raise. So that

if -- as part of a raise, that the conpany may need liquidity,
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at that point we would be working to raise it. But if athird
party or soneone else raised capital, we would not expect to be
pai d.

THE COURT: Al right, let me ask the commttee. You
heard ne explain ny usual question about this. Wat's your
position on it?

MR HANSEN  Your Honor, it's Kris Hansen with Stroock
again, on behalf of the official commttee.

I"maware of the cases to which you refer. And we
were involved in sone of those, where the financing fees turned
out to be dramatically larger than people anticipated at the
begi nning of the case. | knowit's inpossible to foresee what
the outcone in this case mght be in ternms of that. But from
the committee's perspective, we were confortable with the way
that the letter was structured and the fees associated with the
fi nanci ng.

And as M. Hannan points out, if they're asked to and
are running a process under which they find financing, | think
we're confortable with what's in the letter. And while we
recogni ze the Court's concern, | think that we're okay in terns
of where we foresee the case going, at this point in tine.

THE COURT: Ckay. Al right, well, I"'mnot going to
overrul e the business judgnent of people who are actually
i nvol ved in the ongoi ng di scussions about where this i s going

to go. But | appreciate your input. But in light of that,
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"Il approve the financing (sic). Ckay.

MR DURRER. Thank you, Your Honor.

THE COURT: There are --

MR DURRER So this is --

THE COURT: There are a fewrelatively mnor points.
Par agraph 12 of the engagenent |letter says that Evercore's
counsel fees will be paid if Evercore is a witness. | haven't
allowed that in other cases. And paragraph 17 of the
engagenent letter is to be -- the order needs to be a hundred-
percent clear that any dispute, any question over the quality
of services or the conpensation is to be decided by ne. As a
statutory matter, | think | need to keep that. So | need to
override any -- when | approve an engagenent letter, | need to
override any contrary statenents and (indiscernible).

I think, in the indemification provisions, that the
i ntroductory paragraph has now been -- naybe it's always been
wor ded that way, but it may have been reworded so that it
doesn't just cover clains against Evercore but expenses
incurred in any capacity, including as a w tness, which even ny
prior comrent is sonmething | don't usually allow Particularly
since Evercore's nost likely to be a witness in a valuation
i ssue, for exanple, where the debtor will be the main counsel,
| don't really see reason why separate counsel fees need to be
appr oved.

The indemity provisions, the paragraph -- the main
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paragraph -- | don't have it right in front of nme, so -- but
t he mai n nunbered paragraph seens to have the usual
qualifications init. But then there's a second paragraph, the
one that begins with the statement that liability will be
det erm ned based on benefit and then the benefit to Evercore
w Il be equal to the fees that it received. | don't approve
that provision. | approve provisions that Iimt liability to
gross negligence and willful msconduct and bad faith. So in
light of that, there's really no reason or justification for
any other limt.

And then finally, the sixth paragraph says that all
di sputes are to be in New York state courts or the district
court. That too needs to be nodified to make clear that | have
sole jurisdiction. GCkay?

MR. DURRER  Understood, Your Honor. We'Il mark up
the order and submt it.

THE COURT: Ckay.

MR DURRER And we'll share it with the parties.

THE COURT: G eat.

MR DURRER So with that, Your Honor -- this is Van
Durrer again -- | recomend that we turn the m crophone over to
the Togut firmfor items 4, 7, 8 9. And then they may just
want to roll right into the contested matter that they have,
which is 12, but we can take that up when we get to the

uncontested matters shortly.
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THE COURT:  Ckay.

MR DURRER. Thank you

MS. ODEN. Good norning, Your Honor. Any Qden of
Togut, Segal & Segal, on behalf of the debtors.

The next itemon the agenda is the debtors
application for authority to enploy and retain KCC as
adm ni strative advisor nunc pro tunc to the petition date,
which was filed at Docket Number 95. The application is
supported by the initial declaration of Evan Gershbein,
executive vice president of KCC, which was filed with the
application, as well as a supplenental declaration filed at
Docket Number 195.

M. CGershbein is on the phone today and, if called
upon to testify, would attest to the truth and accuracy of his
declaration. W respectfully request to nove M. Gershbein's
decl arati on and suppl emental declaration into evidence.

THE COURT: (kay, is there any objection?

All right, the declaration is admtted.

(Decl aration and suppl enental declaration of Evan
Gershbein in support of debtors' notion to retain KCC were
hereby received into evidence as debtors' exhibit, as of this
date.)

MS. ODEN. Thank you, Your Honor. KCC has already
been retained as the debtors' clains-and-noticing agent

pursuant to Section 156(c) of the Bankruptcy Code. The debtors
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secured -- retained KCC as adm ni strative advi sor because they
believe that adm nistration of these cases wll require KCCto
performduties outside the sort (ph.) authorized under the

Section 156(c) retention order

No formal objections to the application were received.

In response to informal comments fromthe U S. Trustee, the
debtors filed the suppl emental Gershbein declaration, which
provi des di sclosures regarding KCC s relationship with
Conmputershare Limted. W filed a certificate of no objection
on Monday, Docket Nunmber 213, along with the revised proposed
order reflecting the filing of the supplenmental GCershbein
declaration. After filing the CNO, we noticed a typo on the
first page of the proposed order, and we will submt a new
version of the order with that revision, to chanbers.

Unl ess Your Honor has any questions, the debtors
respectfully request entry of the proposed order as revised.

THE COURT: Al right, does anybody have any
obj ecti on?

Anybody have any ot her comments you wish ne to
consi der ?

Ckay, that one is fine. Just submt your revised
proposed order and we'll enter it.

MS. ODEN. (Okay. Thank you, Your Honor. The next
itemis the debtors' notion to reject their lease to the space

| ocated at 401 | Street, Suite 200, in Sacranento, which was
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filed at Docket Nunber 111. The notion is supported by the
decl aration of Sean Harding, the debtors’ CRO M. Harding is
on the phone today and, if called upon to testify, would attest
to the truth and accuracy of his declaration. W respectfully
request to nove M. Harding' s declaration into evidence.

THE COURT: Any objections?

Ckay, it's so admtted.

(Decl aration of Sean Harding in support of debtors' notion
toreject lease at 401 | Street in Sacranento was hereby
received into evidence as debtors' exhibit, as of this date.)

MS. CDEN. Thank you, Your Honor. W filed a
certificate of no objection on Mnday, at Docket Nunber 217,
along with a revised proposed order. The revised order
requires the | ease counterparty to file its rejection-danmages
claim if any, at the later of the clains bar date to be
established in these cases, or thirty days after the rejection
date of the |ease.

The debtors have determ ned in their business judgnent
that continued performance under the | ease is no |onger of any
benefit to their ongoing business or the bankruptcy estate, for
the remaining termof the lease. By rejecting the |ease, the
debtors will save approximately 1.5 mllion over the life of
the | ease

Unl ess Your Honor has any questions, the debtors

respectfully request entry of the revised proposed order.
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THE COURT: 1'mgoing to ask you an odd question

| assune that the various restraints fromthe coronavirus

But

probl ens haven't inhibited your ability to comunicate with the

| andl ord, and that the |andlord knows the relief that you're

seeki ng?

MS. CODEN:  Yes, Your Honor; | believe that's the case.

MR ORTIZ: Your Honor, Kyle Otiz from Togut, Segal &

Segal. | can confirmthat's the case

THE COURT: Ckay. Thank you

Al right. | will approve the relief. | have no
problemwith it in concept. 1'll just ask you to do one thi
The proposed order uses a defined term "Rejection Date". |
usually like ny orders to be self-contained; so instead of

referring back to the definition in the papers, which is not

ng.

a

specific date but ten days after notice, not to be later than

April 30th. Wuld you just put that in the order itself?
M5. ODEN:  Yes, Your Honor.
THE COURT: Ckay.

MS. ODEN. (Okay, the next itemis the debtors' second

omi bus | ease-rejection notion, which was filed at Docket
Nunber 182. The notion is al so supported by the declaration
Sean Harding, who's on the phone today and, if called upon t
testify, would attest to the truth and accuracy of his
declaration. W respectfully request to nmove M. Harding's

declaration into evidence.
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THE COURT: Any objections?

Ckay, it's admtted.

(Decl aration of Sean Harding in support of Debtors' second
omi bus | ease-rejection notion was hereby received into
evi dence as debtors' exhibit, as of this date.)

MS. ODEN. Thank you, Your Honor. W filed a notice
of adjournnent of the hearing on the notion, solely with
respect to the RYLB FWProperties LP | ease, at Docket Number
198. On Monday we filed a certificate of no objection at
Docket Number 214, along with a revised proposed order. Like
the Sacramento | ease-rejection order, the revised order
requires counterparties to file a rejection-danages claim if
any, by the later of the clains bar date to be established in
these cases, or thirty days after the rejection date of the
respective rejected |l ease. Schedule 1 to the proposed order
was al so revised to renove the RYLB FWProperties | ease

The debtors have determ ned in their business judgnent
that the rejected | eases are either no | onger of any benefit to
their estates or are on ternms that are too onerous for estates
with a footprint that'd be no | onger conpatible with the
debtors' current and future business needs. And then we, of
course, would al so make sure that the order is revised to
include a definition of the rejection date.

Accordi ngly, unless Your Honor has any questions, the

debtors respectfully request entry of the revised proposed
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order.

THE COURT: In this particular case, you nmay not have
to revise the order, because it already explains how the
rejection date will work as to each of the separate | eases.
It's all explained in the attachnent.

MS. ODEN.  Ckay.

THE COURT: So unless there are any objections, that
one is fine with ne.

Any obj ections?

MS. ODEN: Thank --

THE COURT: Ckay. | hear no objection, so submt your
order; we'll enter it.

MS. CDEN. Thank you, Your Honor.

MR ORTIZ: Good norning, Your Honor. Kyle Otiz with
Togut, Segal & Segal, on behalf of Md atchy Conpany.

The next itemon the agenda is the FTI retention and
Har di ng CRO desi gnation application, which the debtors filed at
Docket Number 116. The application is supported by the
decl arati on of Sean Harding, which | believe has now been well
established that he is on the phone. And if he was called to
testify, would to attest to the truth and accuracy of this
declaration. That, at your time -- at this tinme, Your Honor,
we respectfully request that the Hardi ng declaration be noved
i nto evidence.

THE COURT: |Is this the sane one |'ve now admitted two
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or three tines, or is it a different one?

MR ORTIZ: No, it's three different -- it's three
different declarations in support of different notions. It's
slightly different |anguage, but, as CRO, he's our guy for
decl arations, for the tinme being.

THE COURT: Does anybody have an objection?

Al right, the declaration is admtted.

(Decl aration of Sean Harding in support of debtors
application to retain FTI Consulting, and for related relief,
was hereby received into evidence as debtors' exhibit, as of
this date.)

MR ORTIZ: Thank you, Your Honor. Your Honor, the
board of the conpany appointed M. Harding as CRO subject to
this Court's approval, at a board neeting on February 23rd,
2020. Thus, the application is a bit of a hybrid, seeking to
retain FTI as financial advisor fromthe petition date through
the 22nd, and then a restructuring nmanagenment-services
engagenent effective the 23rd, along with designation of M.
Harding as CRO. Both M. Harding and FTI are well qualified
and have extensive experience representing conpanies in Chapter
11 and other distress situations.

There was no objection to the debtors' engagenent of
M. Harding and FTI that was nade either formally or
informally. The debtors did file a certificate of no objection

at Docket Nunmber 212, which includes a revised proposed order,
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at Exhibit A that has comments fromthe U S. Trustee, which
are their typical comment on the rate increase, the application
of the cash on account, and the indemification |anguage, which
is reflected in the redline at Exhibit B to that certificate of
no obj ecti on.

Happy to wal k Your Honor through those if you'd |ike;
ot herwi se, any questions Your Honor has regarding the proposed
order --

THE COURT: Al right, well, first, are there any
obj ections?

Ckay, | had m nor comments on the engagenent terns,
and they're simlar to what | have done in the four or five
other cases I've had with FTI. And there seened to be two
different engagenent letters, so, to take themseparately, in
the July 31, 2019 engagenent letter that will govern through
February 22nd, in the standard terns and conditions, paragraph
6.2 about limting liability, and 7.2 about jurisdiction, have
to change.

As |'ve said, I"'mwlling to say that professionals
are liable only for their bad faith, gross negligence, or
wi | I ful msconduct, but | never approve other bits of
liability. |In particular, | never approve the provision that
says that liability is limted to the anmount of fees paid.

That other limtation ought to be enough. And then on

jurisdiction, it needs to nmake clear that | have exclusive
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jurisdiction.

Simlarly, on the February 23, 2020 letter, it's
worded differently. But in paragraph 6.1, there's an
addi tional indemity paragraph about paying w tness expense.
And then it also seens to pick up all the itens in the prior
par agr aph, about potential liability but w thout the exclusions
In the prior paragraph that relate to gross negligence and
w1 ful msconduct. | don't really see any reason for that
separ at e paragraph, although you can tell nme if I'm m ssing
somnet hi ng.

And then 6.3 has the limted-liability | anguage that |
never approve. You should take out the first paragraph of 6.3.
You can leave in the first sentence of the second paragraph of
6.3, but then take out the second sentence of the second
par agraph as well. Ckay?

MR ORTIZ: (Ckay.

THE COURT: Al right, I will presume that's fine with
you, unless you tell nme otherw se.

MR. HARDI NG  Your Honor, this is Sean Harding
That's fine.

THE COURT: Ckay.

MR. HARDI NG Thank you.

THE COURT: Al right. Al right, with those changes,
['I'l approve it.

MR ORTIZ: Thank you, Your Honor. And that'll bring
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us into the contested matters. Happy to hand it back over to
M. Durrer for the DIP or, if you'd like, | can just continue

on with the Togut application first. \atever's easier for

Your Honor.

THE COURT: [I'mgoing to | eave the order in your
hands.

MR ORTIZ: | guess I'll just continue since | am at
the, | guess, telephonic podium

So we're going to skip to the last itemon the agenda,
which is itemnunber 12 -- | guess not the last item there's
an ex parte application as well. But itemnunber 12 is the
application to retain the Togut firmas co-counsel to the
debtors, which was filed at Docket Number 101. The application
I's supported by the Togut declaration and the MConkey
declaration as well as the Otiz declaration and the
suppl ement al McConkey decl aration that were filed along with
the debtors' reply at Docket Nunber 207, which was in response
tothe U S Trustee's limted objection at Docket Nunber 201.

Sounds |ike Ms. McConkey is not currently on the |ine,
but both M. Togut and | are. And if called upon to testify,
we woul d attest to the truth and accuracy of our declarations.
And if we needed Ms. McConkey, we could get her on the line as
early as eight mnutes fromnow. That's -- we respectfully
request Your Honor enter those declarations into evidence.

THE COURT: Let me start by asking the United States
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Trustee, which filed the objection, but I don't know how
they' ve reacted to the reply that you filed; are they
continuing with the objection? And if so, to what extent?

MR H GANS: Your Honor, this is Ben H ggins for the
U S. Trustee.

W do still have concerns; |'mhappy to go into them
now. As M. Otiz (indiscernible) first. So |I'mhappy to do
It either way. But we are (indiscernible) the objection,

t hough.

THE COURT: Ckay. Wy don't you go ahead and expl ain
your objection, then.

MR HGENS: Sure, Your Honor. So the U S. Trustee's
objection, as M. Otiz stated, it's limted to the proposed
i nvestigation of the pre-petition transactions w th Chat ham
First of all, the U'S. Trustee does appreciate the efforts of
both the Togut firmand the conmttee to coordinate the
i nvestigation in order to mnimze the duplication of work and
unnecessary expense to the estate.

That being said, the U S. Trustee does continue to
have concerns about the utility of a professional enployed by
the debtors being able to conduct an independent investigation
of the transactions in question. These debtors conme into the
court on day one and ask the Court to approve stipulations as
tothe validity of the pre-petition lien and to grant broad

relief as to Chatham apparently without having conducted their
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own investigation or doing appropriate due diligence.

Now, the reply states, at paragraph 6, that the
debtors are giving no direction to the Togut firm But at the
end of the day, the Togut firmis a professional, and a
professional reports to a principal and owes its fiduciary duty
to that principal. And in this case, the Togut firms clients,
to whomit owes this duty and to whomit takes direction from
are the sane debtors that a nonth ago woul d have stipulated to
the validity of these transactions if Your Honor had all owed
themto do it.

Not only that, but it appears -- it's still unclear
fromthe papers how many of the debtors' parent board nenbers
approved the underlying transactions that the Togut firmis
i nvestigating. The papers state that there is overlap between
the board's di sbanded refinancing conm ttee that approved the
pre-petition transactions, and the parent strategic commttee
to whomthe Togut firmwould be making its report. But the
papers don't indicate how much overlap there is, what the
parent strategic conmttee (indiscernible) unconflicted nmenbers
(i ndiscernible) any information generated by the investigation.

And so we reiterate, unless there has been sone change
in the strategic conmttee's conposition in the past nonth,
even if the menbers who are not involved in the underlying
transactions -- even the nenbers who are not involved in the

under | ying transactions were apparently (indiscernible) can
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stipulate to the validity of the transactions a nonth ago,
wi t hout having done the investigation.

So under these unique circunstances, Your Honor, the
U S. Trustee believed this investigation was best left to the
conmttee, to an examner, and that's (indiscernible).

Finally, to the extent Your Honor may disagree wth
this, the U S. Trustee reserves his right to object to
unnecessary fees and expenses at the fee-application stage.

THE COURT: Let me ask you -- it struck nme, when |
read your objection and when | |istened to your statenment here,
that you weren't objecting so nuch to the ability of the Togut
firmto do an investigation or to be independent in doing an
I nvestigation; you were objecting nore along -- nore based on
who they woul d be reporting to. 1Is that correct?

MR H GANS: Your Honor, we don't have any issue with
the Togut firms qualifications or their ability, as a firm to
have the resources or wherewithal to do this. It is a concern
that they are a professional being directed by the principal,
and it's the principal who is conflicted in this. So that is
our concern

MR, TOGUT: Your Honor, this is Al Togut. W are not
being directed in any way, other than once where PBGC asked the
debtor to do the investigation. W were asked to do that job.
And in undertaking that job, we insisted on conplete

i ndependence, that no one would direct us. And that's exactly
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where we are, as our response says.

THE COURT: So in other words, you plan to report
what ever you find to the board, w thout discussing with them or
w t hout taking their advice as to what position you should
take, et cetera?

MR TOGUT: Yes, sir.

THE COURT: Al right.

MR ORTIZ: But | should note -- thisis Kyle Otiz
from Togut -- that once we deliver our report to the strategic
commttee, we will obviously be in discussions with them about
any next step that may be required based on the outcone of the
i nvestigation.

THE COURT: Al right. Anybody else wish to be heard
on this?

MR. HANSEN.  Your Honor, it's Kris Hansen again, with
Stroock, on behalf of the official commttee.

| mean, we've obviously worked with the Togut firmto
try to coordinate ourself to mnimze the expense to the
estate. W recognize that the debtors nade a choice here in
terns of how they wanted to proceed on this basis. And so,
obvi ously, they're exercising their business judgnent to do it.

W're -- froma commttee perspective, we need the
charge here. And again, we've coordinated with the Togut firm
as best as both firms can, to ensure that we don't have any

duplication. There will obviously be some duplication and sone
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added expense but, fromthe commttee's perspective, our view
Is the debtor has its business judgnent and has the right to
make a choice. And so that's why we are not objecting to the
application to retain the Togut firm And we're just doing our
best to try to avoid loading up on extra fees on the estate,
wth the two of us doing somewhat simlar jobs.

MR ORTIZ: Yeah, | think, Your Honor -- Kyle Otiz
again, for the debtors. | would note, | comend the conmttee
for the level of coordination and cooperation we've had. And
the nmediation and the nediation privileges nade it so that we
can share really a unique anount of information. And we have
been speaking nearly every day and shared a |ot of material in
coordinating on the review of docunents.

Efficiency is a hallmark of the Togut firm s business,
and it's sonething we take very seriously. And we've been
having a | ot of communications with the commttee to ensure
that we are doing the investigations as efficiently as
possi ble. And again, the nediation and the nediation privilege
and having a nmediator that we can go to, to talk to if we need
to, really aids in that efficiency.

THE COURT: Al right, anybody el se?

Ckay. Nunber one, as | understand it, the Togut firm
is going to be doing various things and -- various things today
other than this investigation. So | think the retention is

appropriate. The question is whether | should carve out, from
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the scope of the retention, the conduct of an investigation on
the theory, | guess, that it would inevitably be usel ess
because the investigation -- the clients to whom Togut woul d
report are all people who may have approved the prior
transacti ons.

I"'mnot wiling to say on that basis that the retention

shoul d be refused and that Togut should not even be allowed to

do the investigation. | don't know what's going to happen. |
don't know what the Togut firmwll conclude. | don't knowto
whomthey will -- who individually will ultimately act on a

recommendati on or what that recommendation wll be. And
certainly, if there are argunents later in the case that |
shoul d take a skeptical eye towards the opinions of
busi nesspeople if they conclude that things that they
t hensel ves previously approved shouldn't be the basis of a
| awsuit, well, then I'Il consider that at that tine. And if
the U.S. Trustee wants to reserve its rights to argue in
hi ndsi ght that things were done that were wong or that weren't
actual ly i ndependent or that weren't worth the nmoney -- all
those things are preserved, as they always are, under Section
330.

But these obviously are the big issues in this case.
It's ridiculous to take the view that other people get to
i nvestigate themand to informthensel ves about them and

potentially to litigate about them but that the debtors don't.
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The debtors' views on these things have to be heard. | may or
may not agree with them | may or may not credit them But to

say that the debtors should even proceed with an investigation
| think, just goes too far.

So I'lIl approve the retention.

MR ORTIZ: Thank you, Your Honor. Kyle Otiz again
for the debtors.

There were a couple comments that the U S. Trustee
made to the order, again with regards to the tim ng of
application of the retainer amount and to add the commttee as
a notice party for any fee increases. W, of course, had no
issues with those. And that -- a formof that order was sent
down to chanbers yesterday.

THE COURT: Ckay. Al right, I don't renenber -- |
don't think I've seen that, but I'lIl take a look at it. And if
we have any issues, we'll let you know, but |I'msure --

MR, ORTIZ: Thank you, Your Honor. And with that,
['I'l hand it back over to M. Durrer of Skadden Arps.

THE COURT: Ckay.

MR. DURRER  Thank you, M. Otiz.

Again, Van Durrer, for the record, on behalf of the
debtors.

W' re now, Your Honor, in the agenda, at Docket --

agenda i tem nunber 10, which is Docket 11, the DI P-financing

notion. We're happy to report that this is, in fact, now not a
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contested matter. For the record, we already have the
declaration of Bo Yi at Evercore, in terms of how the D P
financi ng was sourced, and declaration of Sean Harding in
connection with the budget, that were already put into evidence
at the first-day hearing back on February 14. | would just ask
the record reflect that those continue to be the evidentiary
bases for the notion.

THE COURT: Any objections?

Ckay, they're admtted.

MR DURRER  Thank you, Your Honor. W had two
obj ections, Your Honor, filed. The PBGC had filed a limted
obj ection back some time ago; Docket Number 58. | believe that
that was primarily a placeholder. And then the U S. Trustee
had |ikewise filed a limted objection at Docket Nunber 199.
W filed our reply at Docket 210 and included a coupl e of
things: a blackline against Your Honor's interimorder, but
al so a clean version of the order, that highlighted the
changes, because they woul dn't have shown up in the bl ackline,
that we were able to effectively negotiate with the creditors’
committee as well as the pre-petition secured creditors and
Encina itself.

Last night, upon request by your chanbers for an
addi tional blackline, we sent that over. There was an
addi ti onal change that found its way into that, that was

requested by Wells Fargo, and it's in paragraph 17(a). Encina
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requi res deposit-account control agreenents from Wl ls Fargo,
because Wells Fargo is -- renmains our cash-nmanagenent and
primary bank. | think it's our exclusive bank. And so with
respect to those DACAs, Wells Fargo wanted clear |anguage in
the order that, since those would be post-petition agreenents
that the debtors would be entering into wth Encina and with
Wl ls Fargo, that those woul d be enforceable. And so that's
the inport of the additional |anguage that found its way into
17(a) last night.

So with that, Your Honor, |'m happy to wal k through
just, sort of, in summary narrative, the positive changes that
were made to the DIP-financing order, alnost all of which were
i ssues that the U S. Trustee and the PBGC had originally
i dentified.

THE COURT: |'ve reviewed the papers, and |'ve
reviewed the changes to the order except for the |last one that
you just described. | don't think that you need to wal k
through themall. | think --

MR, DURRER  Ckay. Under the circunstances, |'m happy
to be brief.

THE COURT: Unless there's sonething new about them
that you want to tell me, you don't need to go over them again.

MR. DURRER  No, understood, Your Honor. No, | would
want to just thank the parties again for their diligent

efforts, over nights and weekends, to help us get to this
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place. It is appreciated by the conpany, and definitely, under
the circunstances, not putting an extra burden on the Court,
under the circunstances of tel ephonic hearings, is also very
much appr eci at ed.

THE COURT: All right. Does anybody have any
remai ni ng i ssues about the debtor-in-possession financing that
they wish nme to consider?

MR H GANS: Your Honor, this is Ben H ggins for the
U S. Trustee.

| just did want to note for the record we filed our
limted objection, and nost of the issues, as M. Durrer
stated, are resolved. To the extent some of those issues are
not resolved, we are deferring to the conmttee's judgnent and
we' re not opposing an entry of the final order as it's been
negoti ated by the parties.

THE COURT: Ckay. Thank you. Al right.

MR. MANNAL: Your Honor, this is Doug Mannal, from
Kramer Levin, on behalf of Brigade Capital.

| don't have any opposition to entry of the order, but
| did want to flag for Your Honor sonething that may be com ng
down the pike.

THE COURT: Ckay.

MR. MANNAL: Your Honor, Brigade Capital's the |argest
first lien bondhol der of McClatchy, and | wanted to focus Your

Honor on the investigation budget that's part of the proposed
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order. The investigation budget, essentially, Your Honor, asks
for the first lien creditors to fund the litigation between the
unsecured creditors' commttee and the junior |ienholders.

I wanted to highlight for Your Honor the significant

amount of the investigation budget. | think it's currently an
aggregate of one mllion dollars, well in excess of any
I nvestigation budget I'mfamliar with and well in excess of

any of the cases that were cited by the debtors in their reply
to the U S Trustee's objection in paragraph 21.

But even the mllion-dollar limtation on fees would
be neaningless if the estate professionals are to receive
current paynent of their fees on a nonthly basis under the
interimconp order, to the extent those anmobunts exceed the
budget ed anount .

And therefore, Your Honor, Brigade wants to reserve
the right to object to the paynent of any estate professional
fees to the extent it |ooks |like such fees will exceed the
budget amobunts. Such fees, if reasonable, Your Honor, could
becone part of a hol dback until an order is entered as part of
any final fee application for those professionals. | did just
want to raise this issue, Your Honor. It's related to the DIP
order, but it's likely comng down the pike, given that we have
an investigation that could cost the estate mllions of
dol | ars.

And just as an aside, Your Honor, the investigation
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between the junior creditor classes is putting a significant
liquidity strain on the debtor. And | think, in these
uncertain tines, that liquidity is very precious. And we'd ask
the parties to consider a balancing of the interests of the
reorgani zed or ongoi ng debtor, in their enployees and the
future of this conpany, when conpared to what appear to be
significant professional fees.

THE COURT: All right. Does anybody wi sh to respond?

MR DURRER  Your Honor, this is Van Durrer.

I just want to make sonething clear for the record.
Definitely, |I think | can speak for all of the estate
prof essional s when we say we are mndful of the limted
resources that are available in any Chapter 11 case. Just to
be clear, the debtors have in excess of ten mllion dollars of
cash on the bal ance sheet and, at present, the DIP financing is
undr awn.

So we appreciate the fact that the inmpact of the
coronavi rus remai ns sonewhat opaque. We're working to make
that nore transparent. But for the tinme being, we're mndfu
of M. Mannal's coments, but froma liquidity perspective, the
debtors are in very good shape as we stand here today.

MR. HANSEN:  Your Honor, it's Kris Hansen with
Stroock, on behalf of the conmittee.

I think, fromthe conmttee's perspective we

appreciate M. Mannal's comentary, but the order says what the
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order says, and it doesn't say that the investigation budget
binds the Court with respect to its ability to inprove and
aut hori ze paynment of fees and expenses of estate-retained
professionals in connection with interimfee applications.

O course the parties all reserve their rights,
obviously, to review and object to those fees, but really the
question of an investigation budget is a part of adequate
protection and it isn't really designed to be alimter in
connection with the reinbursement of fees and expenses that are
applied for and approved by the Court.

So we'll cross whatever bridge we cross when we get
there, but | just wanted to nmake sure that all of the parties
here were aware that, in conjunction with the traditional view
of a negotiated adequat e-protection package, if the notehol ders
believe that, if fees exceed the budget, that somehow inpairs
them from an adequat e-protection perspective, they' re always
free to return to the Court and ask for additional forns of
adequat e protection.

I think, as you woul d recogni ze under this order, the
adequat e- prot ecti on package provided to the secured parties
here is quite robust. And there are also, candidly, issues
W th respect to intercreditor agreenents and what types of
resources, fromthe estate's perspective, and primarily cash,
can be used to adm nister the case and what other parties'

rights are in connection with that.

eScribers, LLC | (973) 406-2250
operations@scribers.net | ww. escribers. net

51




20-10418-mew Doc 238 Filed 03/26/20 Entered 03/27/20 09:10:08 Main Document

© 00 N oo o A~ w NP

N NN N NN R PR R R R R R R R
O » W N B O © O N o 00 M W N B O

Pg 52 of 97
THE MCCLATCHY COMPANY, et al.

So rather than get into the weeds of all of that, what
Is currently an uncontested notion and order, we woul d ask that
the order be entered, and the Court obviously consider the fee
applications when they arrive as fee applications, and not
really with an eye towards any limtation inposed by this
order.

THE COURT: Al right. Anybody el se?

Al right. If circunstances are such at the tine of
any fee application as to warrant the request for a change in
adequate protection, then a request can be made, and
everybody's got their rights to object and to be heard in that
tine. | don't see any real need to address that issue today,
and I'mnot going to address it today.

| do agree that, fromthe point of view of the first
lien creditors, they can object, as any creditor can, to the
reasonabl eness of the fees, but to the extent that their
objection is one of adequate protection, it's going to depend
on whether this package that |'ve already given themis already
enough. There's no agreenent to waive any request for further
adequate protection, is there?

MR, MANNAL: No, Your Honor.

MR, DURRER  No, Your Honor.

THE COURT: Ckay. Very good. Then sufficient to the
day is the evil thereof. W'Ill cross those bridges when we

cone to them
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On the various changes that have been nmade, |I'mfine
with nost of the changes. So long as the commttee is okay on
the 506(c) 552 marshal ling and avoi dance-acti on-proceeds
I ssues, that's fine.

| have previously said, in this case and other cases,
that, on the challenge period, | don't really normally inpose a

chal |l enge period for people whose cash collateral is being
used, as opposed to new noney, but I'll treat it, in this
particul ar case, as not so nuch an adequate-protection issue as
a case managenent issue, that it just nmakes sense, as an agreed
poi nt of case nanagenent that, if we're going to try to get to
a plan at some point, that we have some kind of a deadline so
that issues are teed up, if there are issues, so that they can
be resolved. And I'Il approve it with that understanding.

A coupl e of mnor comments. |In paragraph 7A of the
proposed order, you've reinserted some qualifying | anguage.
The interimorder said the first liens will be subject to valid
and perfected pre-petition liens, other than the ones of the
| enders who had agreed to be subject to the DIP. Now you've
rei nserted | anguage saying that the DIP |iens shall be subject
to other pre-petition liens only to the extent that other pre-
petition liens were senior to the liens of the pre-petition
first lien and ABL creditors.

Wiy is that |anguage there? Don't you need consent or

proof of sone adequate protection to prine anybody, even if
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they were otherwise junior to the pre-petition first lien
second lien, third lien, and ABL creditors?

MR DURRER  This is Van Durrer, Your Honor. | think
the concept there is if you're junior to 700 mllion dollars of
debt, you're effectively out of the noney. | don't think
there's anybody that believes that the conpany is worth in
excess of the debt factor.

THE COURT: Well, you don't think anybody believes
that it's worth nore than the pre-petition first lien?

MR DURRER That's a closer question, Your Honor, in
fai rness.

THE COURT: Well, that's what the | anguage says. And
whet her it nakes sense or not, | mean, basically, you' re asking
me to prime unknown liens out there, w thout know ng what they
are and w thout -- since they're unknown, w thout their consent
and without really an evidentiary show ng that they're
adequately protected. It just doesn't seemto me that you' ve
done sonething or that you're saying something that | have the
right to do under 364.

MR. DURRER  Yeah, | think it's a question for M.
Simard, on behalf of Encina, if we're willing to go back to the
original definition of pre-petition permanent |iens which
t hought Encina was confortable with, but |I don't want to speak
for M. Sinard.

MR. SIMARD: Yes, Your Honor, Kevin Simard of Choate
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Hal | & Stewart, for Encina Business Credit.

Your Honor, our viewon this is that we are
effectively stepping -- Encina is effectively stepping into the
sane shoes as Wells Fargo. Therefore, we're not further
I npairing any existing pre-petition Iien holders who are junior
to Wlls Fargo. Wlls Fargo had a seventy-m|lion-dollar
credit facility; we have a fifty-mllion-dollar credit
facility. So | think that, in and of itself, is proof of
adequat e protection.

THE COURT: Well, you can say that you're stepping
into Wlls Fargo's shoes, right? That's not what this |anguage
says.

MR. SIMARD: Your Honor, if the Court -- again, Kevin
Simard for the record.

If the Court has an issue with this, we're fine to
strike it. W' ve done our diligence. W've done our lien
searches. There should be nothing that falls into this basket.

THE COURT: (Ckay. Thanks. | appreciate it.

So then on page 46 -- this is page 46 of the markup;
forgive ne, | don't know what it is in the clean, but it's the
mar kup that conpares the new order to ny interimorder. Page
46 puts back a provision saying that | am pre-approving a
payment of interest if there is a restructuring support
agreenent. As | said before, that should wait for such time as

there is an RSA. | don't see any reason to pre-approve that
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here when | don't even know what the circunstances woul d be or
what the conditions woul d be, okay?

MR DURRER. Unl ess Brigade or Chatham has an
objection to that, that's okay with the conpany. The reality,
Your Honor, is there's not an RSA today, and the conpany's
intention, in the absence of that, is to nake the paynments of
interest as it accrues. W would expect to make our first
paynent by the end of this week, and then on the 15th of the
nonth thereafter, as we go forward.

THE COURT: Ckay. And then one |ast comment. On page
51 of the redline, it says that if you want to make a materia
amendnent to the DIP, you'll give notice, and if nobody
objects, it's automatically approved. |'mnot confortable with
that. You can certainly file a certificate of no objection. |
wll always look at it pronptly. | will always |et you know if
| have a problemw th it, but I don't want to give you carte
bl anch t hat way.

MR. DURRER  Understood, Your Honor.

THE COURT: Ckay. So with those, | think, mnor
i ssues, |I'Il be happy to approve it.

MR. DURRER  Thank you, Your Honor. We will submt an
order with those changes.

THE COURT: Thanks.

MR. DURRER So that takes us, Your Honor -- this is

Van Durrer, again, for the record -- go agenda item 11, Docket
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Nunber 117, the application of the debtors to retain Skadden
Ar ps.

There was an objection by the U S, Trustee that was at
Docket Number 202. The U.S. Trustee had advised us of their
concerns relative to the transactions under investigation. W
filed a supplenental declaration in response to those concerns,
and they sort of crossed in the mail, effectively. The
suppl enent al decl aration was Docket Nunmber 203.

Just two comments, and | know Your Honor reads all of
the papers, so we did file a reply at Docket Number 206. Just
two commrents |'mgoing to make, and then I'Il turn the podi um
over, obviously, to Your Honor, but also to M. Higgins for his
comment s.

As Your Honor is aware, the obligation to disclose
connections is sonething that Skadden takes very seriously as
do all of the professionals in the case, and it is quite a
burden already. What the U S. Trustee seens to focus on is
really the disclosure of a nonconnection. W had disclosed the
tinme period during which we had represented the debtors. And
we're tal king here about a representation of the debtors not of
sonme other party that mght inpinge on Skadden's ability to be
disinterested. So that just seens a little bit upside down to
us.

In terns of what we did do, just to be crystal clear,

we did not represent the debtors in connection with the July
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2018 transaction that is the focus of the investigation, nor
are we conducting an investigation, right? That is turned over
to the Togut firmwho had only been representing the debtors
for approximately a week before the filing.

That transaction put in notion a nunber of potenti al
followon transactions if the parties involved took certain
actions and those parties were nondebtor parties. And they
did. At the end of 2018 they nmade certain elections, and
Skadden's other efforts, just coincidentally representing the
debtors in MRA transactions, made it such that it was efficient
to turn to Skadden to issue opinions necessary to effectuate
the transacti ons occasi oned by those el ections.

Specifically, Bank of New York Mellon was entitled to
an opinion confirmng that a nunber of boxes in the indenture
had in fact been checked, and that was the sum and substance of
the opinions that we provided at the end of 2018, sone siXx
nonths after the July 18th transaction -- the ink on that
transaction was dry.

And then in 2019, in the spring, simlarly, further
el ections and exchanges were nmade. W gave opi ni ons on those.
Al of the 2019 opinions are all on time -- in connection with
a series of transactions all sinultaneous, all contained the
typi cal disclainer |anguage regarding equitable rights and
remedi es and bankruptcy powers and insolvency and all that.

The Decenber 2018 opinion did not contain that because
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it literally just says yes, the various pieces of papers that
have been put before you are within the provisions of the
I ndent ur e.

So we kind of view this as much ado about not hi ng
except | do want to reiterate we do take disclosure very
seriously. Wen the issue was raised, we inmmediately responded
and made the additional disclosure. But again, the disclosure
is in the nature of a nondisclosure of a nonconnection. So |
think it isalittle different from for exanple, the Leslie
Fay case that is cited in the U S. Trustee's papers.

But with that, Your Honor, I'Il pause, if you do have
questions or if you want to inquire.

THE COURT: Let me ask one question before | forget.
The opinions you're describing, they were given to other
parties; they weren't private, privileged materials just shared
with the client?

MR. DURRER  Correct, Your Honor, but the Decenber
2018 opi nion was provided to Bank of New York Mellon as
collateral agent. To be clear, | don't believe that these were
filed with the SEC, that would be atypical. But | knowthat's
the 2018, and then the 2019, |ikew se, were opinions provided
to Bank of New York Mel| on.

THE COURT: Ckay. Have you --

MR. DURRER  And they've been provided to the UCC and

to the U S. Trustee.
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THE COURT: That was ny next question, whether you'd
given themto the trustee. GCkay.

MR DURRER. Correct. And I would hand them up, Your
Honor, but that would be little awkward.

THE COURT: Ckay. All right. M. Hggins, do you
want to be heard on this?

MR H GANS: Yes, Your Honor, thank you. Ben Hi ggins
for the U S. Trustee.

Your Honor, as has been nentioned earlier today, the
pre-petition transactions that were the subjects of
I nvestigations by the conmttee and the debtors are one of if
not the major issue in this case. The debtors' proposed plan
hinges on the validity of those transactions, and Skadden's
i nvol vement in those transactions is not nmere minutia that can
be gl ossed over with language in their retention application.
And as their retention application says, it's "various
corporate matters, including federal income tax matters,
acquisition matters, and a debt exchange". That's the Skadden
application at paragraph 9.

In the supplenental declaration that was filed after
the U.S. Trustee's declaration, M. Durrer states, in paragraph
6, he describes Skadden's role as "effectuating the terns of
the July 2018 transaction”.

And Skadden may not have been involved in negotiating

the terms of the transaction, but they did issue opinion
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letters, as has been stated, in Decenber of 2018 and March
2019, that were necessary for the ultimate confirmati on of the
series of transactions through which Chat ham exchanged
unsecured debt for secured debt and upon whi ch the whol e course
of this Chapter 11 case now depends.

Both the comm ttee and Togut firm have now identified
t he Decenber 2018 transaction and the March 2019 transaction as
part of the subject of their investigation. And that can be
found in the conmttee's Rule 2004 application, Docket Nunber
132, at paragraphs 19 through 20, and the declaration of Kyle
Otiz, attached to the Togut reply brief, at Docket Nunber 207
at paragraph 4.

Wth respect to the March 2019 exchange, the
committee's application states in paragraph 20: "Thus to the
March 2019 transaction, Chathamwas able to exchange what ever
unsecured clainms it had left into secured clains for apparently
no additional consideration.”

Skadden i ssued an opinion |letter necessary for the
ef fectuation of both of these transactions that have now been
subject to investigation. And despite Skadden's attenpts to
mnimze the significance of these acts, the issuance of an
opinion letter by a lawfirmis a big deal; it's not nerely
mechanical. It generally involves approval by the law firms
opinion conmttee and it subjects the lawfirmto potentia

liability.
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And if the Skadden law firm opined on the validity of
transactions that are now being investigated by the commttee
and the debtors for avoi dance, that creates at |east the
perception of a meaningful incentive to act contrary to the
Interests of the estate which constitutes disabling adverse
Interests under the case |law cited by Skadden in its reply
bri ef.

So it seens that Skadden and the debtors may have
recogni zed as nuch because they put the Togut firmin charge of
the investigation. And even if the Court does not ultimately
agree that Skadden's role rises to the level of a disabling
adverse interest, Skadden's failure to infornatively and
specifically disclose its involvenment with these potenti al
avoi dabl e pre-petition transactions up front is highly
probl emati c.

This has been a hot issue since the first day of this
case, and as has been discussed, the bankruptcy rules and the
case | aw make clear that this shouldn't be a game of cat and
nouse. Professionals have an obligation to affirmatively
di sclose all connections -- we will say all connections to the
debtors or creditors or parties-in-interest, and it shouldn't
be the case that ny office has to ferret out this information.

And as we said in our objection, the failure of
disclosure is not a mnor issue. The Court and the parties

need to rely on professionals nmaking conpl ete disclosure
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upfront in their retention papers, and this was not done until
the U S. Trustee raised this issue and objected.

So for these reasons, Your Honor, the U S. Trustee
respectfully requests that the Court deny the application.

THE COURT: Al right. Wo else wuld like to be
heard on this?

MR HANSEN  Your Honor, it's Kris Hansen again, with
Stroock, on behalf of the official commttee.

The commttee chose not to object to Skadden's
retention application for a nunber of reasons. From our
perspective, Your Honor, we were confortable with the
suppl ement al di scl osures that the Skadden firm nmade.
Representations that M. Durrer has made in front of Your Honor
today were also made to us on the comm ttee side.

And froma case perspective, our view is that
obvi ously the Togut firm has been retained. They can function
ina conflict capacity, where necessary, in addition to
handl i ng the other tasks that they have. So to the extent that
there were issues |like this that the Skadden firm has potenti al
difficulty being able to handle, the Togut firmpicks it up, so
that essentially nmakes it nore efficient and ensures that we
don't have any conflict, if they were there, comng to the
fore.

I think the commttee al so recogni zes the practicality

of where we are. Everybody wants to try to nove this case
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forward as quickly as possible. The Skadden firm s been
working hard to try to make that happen. And a dislocation to
the estate, and the concom tant expense associated with it of
not having them approved at this tine, is hard for a |lot of
parties. You know, the debtors will wnd up with soneone el se,
but it'Il cost a |lot of noney to get there, and it wll
probably be inefficient because Skadden's been managi ng and
running the process thus far.

So fromthe commttee' s perspective, we're fine with
t he Skadden firm being retained, and we chose not to object on
that basis.

THE COURT: kay. Anybody el se?

All right. M. H ggins, when you say that Skadden's
opi nion shouldn't be treated lightly because it opined about
the validity of the transaction, people get opinions that dea
wth lots of different matters. The nmain challenge, as
understand it here, or potential challenge to these
transactions is all based on an allegation of potential
fraudul ent transfer -- fraudulent intent.

| don't have the opinion, but did Skadden purport to
say that these transactions were valid froma fraudul ent -
transfer perspective or froman intent perspective, or did they
just say that, hey, they conply with the terns of the
i ndent ur es?

MR HGANS: It wuld be the |atter, Your Honor
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They don't opine on the fraudulent-transfer issue. And as M.
Durrer said, one of them does have the reservation point, and
they' re not dealing on the other issue, the other indictnents.
But it is -- as Your Honor described, it's nore of the entire
corporate formality in terns of indentures.

THE COURT: Well, | understand and woul d synpat hi ze
W th your objection if Skadden had actually expressed an
opi nion about matters that are going to be in dispute or
potentially in dispute in the case. That m ght be sonething
t hat shoul d have been highlighted and shoul d be of greater
concern. But if all they did was say we don't express an
opi nion on anything else, we didn't do the underlying
transaction, but to the extent you need confort that it doesn't
violate the witten terns of the indenture, we'll confirmthat
it doesn't, howis that an issue? What conflict does that
present? How is that going to be challenged or create an issue
for Skadden in the course of doing other work in this case?

MR. HANSEN. Well, Your Honor, part of the issue is
both of these transactions are being investigated, and we don't
know what issues could come up. So it's alittle bit of an
unknown on that end that. W don't know if there are
deficiencies with other opinions Skadden reached, but it could
be raised. At the very least, we think it should have been
affirmatively disclosed.

THE COURT: Well, maybe so, but | don't find it so
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outrageous as to say that the result should be visited on
everybody el se and that Skadden should not even be retained.
If you want to reserve your right to say that there

shoul d be sone adjustnent to fees at the end of the case for

failure to disclosure, that'll be sonething we can deal with
later. | don't really find it, under all of the
circunstances -- it may not be perfect, but | don't find it

quite a big a sin as you seemto think

The one thing | have not heard anybody contend is that
the transactions that were done here actually did violate the
terns of any of the indentures. And quite frankly, even if
they did, 1'mnot sure where that would get anybody. Al of
these seemto be based on entirely different things that
Skadden was not involved in. And while it may be providing
other work for the debtors here, it's not the counsel who
i nvestigate and report on the transaction.

So | thank you for calling it to ny attention, and |
thank you for getting the further clarifications that you got,
but | think, under the circunmstances, |I'mconfortable with the
Situation.

MR H GANS: Understood, Your Honor. Thank you

THE COURT: Ckay.

MR. DURRER  And, Your Honor, this is Van Durrer. The
U S. Trustee had also circul ated sone nore comments regarding

the formof order, including the rate change, et cetera, and
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we' re happy to incorporate those, and we'll send over an order,
assum ng Your Honor is prepared to approve the application.

THE COURT: Very good.

MR DURRER  Thank you, Your Honor. So that |eaves us
w th agenda item nunber 13, which is the application of the
Kni ght Ri dder nonqualified plan participants, under Rule 2004,
whi ch is Docket Number 171. |'mhappy to turn the virtua
podi um over to M. Coldowitz.

MR GOLDOW TZ: Thank you, M. Durrer.

Good afternoon, Your Honor. |If | have the privilege
of closing, I'lIl do nmy best to be brief.

I would like to first say that the issues, as of this
norning, are really quite narrow, because we have receded from
many of our requests. The debtors, frankly, have persuaded us
of the nerits of some of their points, though not all, and in
sonme cases it's just not worth -- it's just not a priority for
us to pursue certain requests at this point.

W are actually down to one request, and that is for
what |1'Il call the denographic data, that is to say the benefit
amount, ages, marital status, spouse's ages and form of benefit
of the approximately 400 people, at |east by the debtors’
estimati on, whose benefits have been suspended, and the purpose
of that is so that we may cal cul ate the present val ue of those
benefits and eventually put forward either a group or a class

claim
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The debtors have offered us what's known as an
actuarial valuation report, and if | may, |I'lIl just take a
mnute or so to explain what | think that is. 1In the defined
benefit pension world, the actuary does a report that is based
upon aggregated data and uses certain assunptions as to
nortality and interests and presents a present value of the
benefits owed. At least that's the case for PBGC covered
plans. We've not seen the one in question here, so | can't say
what it consists of or whether it is an adequate proxy for what
we' ve actual ly requested.

So while we appreciate your offer, and we've taken the
debtors up on that, and | believe have reached closure with
themon a formof protective order, |I'munable to say that our
request for the denographic data has been or will be satisfied.

Your Honor, the legal standard is good cause. The
case law indicates that that consists of relevancy and
proportionality. | think it's highly relevant in this case in
that if we were to aggregate the clains of the 450 or so
peopl e, the debtor has, at one point, suggested it mght be in
the range of a hundred mllion dollars. W have done sone very
rough cal cul ati ons based on public information suggesting it
m ght be even hi gher.

In any case, in the aggregate it would represent the
second | argest general unsecured claimafter the PBGC. And so

| think that not only the association but | believe nany
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parties-in-interest in the case would have an interest in
knowi ng what the second | argest unsecured claimmght be.

Debtors say it's pretty mature.

Yes, sir?

THE COURT: Much of your argument about the need to
know this nunber to file a claimseens to presune that you have
or will obtain authority -- clainms on behalf of other people.
But you don't have that authority as of today. That's correct.

MR, GOLDOW TZ: Your Honor, the debtors have attached
the Rule 2019 discl osure and suggested that we represent only
five people. That is a msreading. This is an association
that was formed by five individuals. They are the initial
directors, and they are the initial Menbers with a capital M
but as the certificate of incorporation indicates, thisis a
menber shi p organi zati on whose mssion is to advocate for its
menbers, and that's nenbers with a | ower-case m And our
statenment indicates there are nore than 200 such nmenbers, so it
Is very much a bona fide organization

It is formed with the intent of conplying with
I nternal Revenue Code 501(c)(4). I'minformed that the
requisite filings with the RS to proceed under that provision
have been filed. So it is very nuch an organization of 200
plus people. It is not, to be sure, an organization of al
450, but | think that the case | aw suggests that even though we

are not now filing a class claimor not now filing an adversary
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proceeding on a class or group basis, that discovery until Rule
2004 may wel | proceed such action in order to determ ne whether
there are grounds to do so. And | would refer to the -- none
of the cases we've cited, but one that the debtor just cited,
Transmar .

So | think there is good cause. | think the procedure
Is proper. And whether or not this Court ultinmately did
entertain a class claimor certify menbers of this association
as class representatives -- it's fromevery day, but | think
that we are entitled to seek the predicate information

THE COURT: Well, I'Il note that --

MR GOLDOWTZ: So --

THE COURT: Your association may have been fornmed of
representing other people, but you can't self-appoint you as
their representatives, and unless they either authorize you to
speak for themor | authorize you to speak for them in the
absence of one of those two things, you do not speak for them
It doesn't matter what you purport or want to do. That's just
the way it is.

And so much of your argument seens to assune sonething
that doesn't exist right now, which is that you are actually
asking for themand that you're just seeking information so
that you can pursue authority to act on themthat you have
al ready have, whereas what you're actually seeking to do is to,

kind of, get yourself that authority.
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Now, as to the proofs of claim if you wanted to file
a proof of claim why didn't you do so already? Wy do you
have to know al ready the nanes, details, denopgraphics,
statistics and all details? You can see the debtors have that
information. They haven't made it available to you. And if
you want to seek permssion to file a proof of claim you could
do that. Wy do you need anything el se?

MR GOLDOW TZ: Well, Your Honor, | appreciate that we
do not speak for all 450, or whatever that nunmber m ght be. W
do, | believe, speak for the 200 who are nmenbers of the
organi zation. W could file the proof of claim as Your Honor
has suggested, based on a very w de, perhaps, range of
estimates. | don't know how useful that is, frankly.

W do not seek names. W no |onger seek that. W
seek only the raw data that presumably inforns the actuaria
val uation report. And that would just enable us to be nore
preci se about what our proposed cl ass-w de claimwould be.
Qbvi ously proceeding on that basis would be subject to the
Court's approval and presumably to objection by the debtors and
any other interested party.

THE COURT: Al right. And let ne ask the debtors.
What's the objection to revealing this information? It's going
to come out sooner or later. |It's going to be relevant sooner
or later, isn't it?

MR DURRER Well, Your Honor, we have a handful of
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I ssues with the application. Wth respect to that specific
question first, the information, as |I understand it, is the
basis for the actuarial report that we have agreed to provide.
Culling out that information and providing it separately would
be an expensive process. |It's already been done. It is a stat
report. W are a public conpany. W' ve been reporting these
nunbers based upon that actuarial report. So it puts the
debtors to an unnecessary burden on soneone that may or may not
represent these people.

Cuing off Your Honor's point about who do they, in
fact, represent, you'll hear 200, but if you |look at footnote 1
of the purported Rule 2019 statenent, which is Docket 194, it
says that that nunmber is in flux. |It's approximate. And that
the five directors don't seemto know who t hose people are, and
that it depends, in part, on their interest in participating.

So we don't know who the heck we're talking to, and it
seens -- that's exactly what Rule 2019 was designed to address.
And there had been abuses in the past on exactly this point.
So we think we're entitled to know who we're dealing wth.

The last thing that really bothers us about the
application, candidly, is the ready, fire, aimapproach. W
t hought we had a good active dialogue with M. CGoldowitz at the
| ast hearing, and it was less than thirty-six hours after that
hearing that this application was filed on an ex parte basis

W th respect to information we were already providing. And we
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just figure it sets the wong tone for the case if people
realize that they can take that kind of ready, fire, aim
approach, especially when we are, in fact, cooperating.

To be clear the committee's filing of a Rule 2004
application is conpletely different, right? They're a
fiduciary. They represent all these constituents whose -- we
wanted to nove fast, and they wanted to nmake sure that they
could keep pace with us. So really, we were a little surprised
at the timng of it, to be honest, but we took it in stride,
and we' ve been working successfully with the commttee ever
since. So that's what we're going to do there.

But this one is different. W think it should be
treated differently. And like | said, we think it's up for the
| ong term going forward.

THE COURT: Al right. Anything else?

MR, GOLDOW TZ: Your Honor, Israel Goldowtz, again,
for the Association. | wish | could say with sone confidence
that that the valuation report is a fair conpilation of the
data, but we've not seen it. W reached closure, | thought,
yesterday evening on the protective order, which would be, of
course, submtted for Your Honor's review and approval. But
we've not seen it at all, so | can't say whether it is what M.
Durrer represents that it is.

The nanes, this Court has expressed concern, as has

the U.S. Trustee, as have other parties, about abuse of
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personal information. W have not disclosed those nanmes. |If
It were absolutely necessary we woul d di scl ose them but under a
protective order or under seal. W' re not |osing nmenbership,
to ny knowl edge. W do have the nanes.

As to ready, fire, aim we made this request actually
before the case was filed. And while there have been sone
attenpts at dial ogue, frankly, I have to take issue with M.
Durrer's viewthat it's been a cooperative exchange. It's
been, obviously, a robust discussion, but there really hasn't
been much nmeeting of the mnds. And it had |ingered
sufficiently long that we felt that we had to exercise our
rights under the rules. | apologize if that has set a bad
tone, but we felt that we had no choice.

And we do, as a -- or at least the directors do, of
course, of this association, have a fiduciary duty to the
menbership. W don't say that we're on the sane footing as the
conmttee or a different, but | do believe that it wuld be --
it is, one, a proportional request, two, probably not very
burdensome to conply with. And third, | think in the end,
useful information for the benefit of all parties in the case,
inthat it would informus all as to what the anount of,
per haps, the second | argest unsecured claimis.

THE COURT: Ckay. |I'mgoing to deny the application
W t hout prejudice at this tinme. You can get the report and see

what it tells you about what the dollar anounts are, and then
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iIf there is further information you think m ght be rel evant,
you can have a discussion with the debtors about it, and if you
can't reach agreenent, you can cone back to ne. | find it hard
to believe that there isn't sone detail that -- if the report
Is just a bare bones conclusion with no description of the
under | yi ng denographics, | find it hard to believe, since --
easy way to get that information w thout conpleting
reconstructing it. But I'll leave that for further discussion
after you get the report.

| urge you to talk to each other. |I'mnot going to
make rulings based on what anybody thinks are good or bad
manners. Quite frankly, what 1've heard so far may not be as
cooperative as | would like, but in the scale of things that
' ve experienced over ny |legal career and as a judge, it's not
even close to being inpolite, let alone bad faith.

So just work together. See if you can resolve this.
Get the report and look at it and see if it answers your
questions in good faith before you start asking for nore.
Ckay?

MR GOLDOWTZ: W will. Thank you, Your Honor.

THE COURT: Al right. |Is there anything else for
t oday?

MR. DURRER.  Van Durrer, Your Honor. Only to thank
chanbers and staff again for working with us in this difficult

tine. W will endeavor to try and keep the Court tinme to a
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m ni mum but obviously the DIP financing and ot her el enents of
today's hearing were very inportant to get us off on the right
footing, so we are very grateful.

THE COURT: Ckay. Well, the timng is perfect,
because | think all that beeping is ny phone, which is about to
| ose its battery.

MR DURRER Ckay. We will keep in mnd in the
future.

THE COURT: So we are adjourned then. Thank you.

(Wher eupon these proceedi ngs were concluded at 12:50 PM
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suppl enment a
decl arati on of Evan
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of debtors' notion to
retain KCC
Decl aration of Sean 31
Hardi ng i n support of
debtors' motion to
reject |ease at 401 |
Street in Sacranento
Decl aration of Sean 33
Hardi ng i n support of
debtors' second
omi bus
| ease-rejection notion
Decl aration of Sean 35
Hardi ng i n support of
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to retain FTI Consulting

and for related relief
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1
2| RULI NGS: PAGE LINE
3| Debtors' cash-nmanagenent notion is 16 24
4| granted, with the nodification stated
5| on the record.
6/ Debtors' notion as to preservation of 17 11
7/ NOLs is granted.
8| Debtors' notion for authorization to 19 2
9| pay pre-petition wages, conpensation,
10|| and enpl oyee benefits (2019 nonexecutive
11| retention plan), is granted.
12| Debtors' motion for retention of the 20 19
13|| Goomlaw firmis granted.
14| Debtors' notion for retention of 27 1
15| Evercore Goup retention as their
16| investnent banker is granted.
17| Debtors' application for authority to 30 21
18|/ enploy and retain KCC as
19|/ administrative advisor nunc pro tunc
20| to the petition date, is granted.
21| Motion authorizing rejection of 32 10
22| unexpired | ease of nonresidential real
23| property located at 401 | Street,
24| Suite 200, Sacranento, California
25| 95814, is approved.
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RULI NGS (cont'd.): PAGE LINE
Debt ors' second ommi bus 34 12
| ease-rejection notion is granted.

Debtors' notion to retain FTI 37 24
Consul ting, Inc. effective nunc pro

tunc to the petition date, approving

the terms of FTI's enpl oynent,

designating Sean M Hardi ng as chi ef

restructuring officer, and granting

related relief, is granted as nodified

on the record.

Debtors' application to retain the 45 5
Togut firmas co-counsel is approved.

Declaration of Bo Yi at Evercore as to 46 9
how DI P fi nanci ng was sourced, and

decl aration of Sean Harding as to the

budget, are nade part of the record

for purposes of the DI P-financing

nmot i on.
Debt or-i n- possessi on fi nanci ng approved. 56 17
Ret ention application of Skadden, 66 16

Arps, Slate, Meagher & FlomLLP is

appr oved.
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CERTI FI CATI

I, Cara Rubin, certify that the foregoing transcript

and accurate record of the proceedings.

,-/_"/' s _h.:;./' ]

Clara Rubin

eScri bers

352 Seventh Ave., Suite #604

New Yor k, NY 10001

Date: March 26, 2020
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