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Application for Entry of an Order Authorizing the Enpl oynent
and Retention of Berkeley Research G oup, LLC as Financi al
Advisor to the Oficial Commttee of Unsecured Creditors Nunc

Pro Tunc to February 26, 2020 [ Docket No. 249]

Application of the Oficial Conmttee of Unsecured Creditors
for Entry of Order Authorizing Enpl oynent and Retention of
Moelis & Conpany LLC as Investnment Banker Effective as of March
9, 2020 [Docket No. 278]

Debtors' Mtion for Entry of an Order Authorizing and Approving
the Rejection of the Wpro Contract and Granting Rel ated Reli ef
[ Docket No. 289]

Debtors' Modtion for Oder Authorizing Rejection of Partnership
Agreement and Abandonment of Partnership Interests in Ponderay

Newsprint Conpany [Docket No. 292]

Debtors' Motion for Entry of an Order (1) Authorizing Debtor
McCl at chy Newspapers, Inc. to Enter Into a Secured Letter of
Credit Facility Agreenent, (I1) Mdifying the Automatic Stay
Wth Respect Thereto, and (I1l1) Ganting Related Relief [Docket
No. 295]
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Motion of Debtors for an Order Authorizing and Approving
Procedures for the Sale, Transfer, or Abandonment of De Mnims

Assets [ Docket No. 288]

Debtors' Motion for an Order Pursuant to Bankruptcy Code
Sections 105, 363, 365, and 554, Bankruptcy Rules 6006 and
9014, and Local Bankruptcy Rule 6006-1 Authorizing and
Approvi ng Expedited Procedures for Rejection or Assunption of
Executory Contracts and Unexpired Leases and Granting Rel ated

Rel i ef [Docket No. 290]

Application for an Order Authorizing the Debtors and Debtors-
I n- Possession to Retain and Enploy Deloitte & Touche LLP as

| ndependent Auditor Nunc Pro Tunc to the Petition Date [Docket
No. 294]

Debtors' Mtion for Entry of an Order (1) Authorizing and
Approving (A) the Debtors' Entry Into the Purchase Agreenent
and (B) the Sale of the Debtors' Property Located at 310 S.
Dawson Street, Raleigh, North Carolina, 27601 and (I1) Granting
Rel ated Relief [Docket No. 291]
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Debtors' Modtion for Mdification of Final Debtor-In-Possession
Post-Petition Financing Order and Rel ated Relief [Docket No.
299]

Application for Oder Authorizing the Retention of Dundon

Advi sers LLC as Co-Fi nancial Advisor for the Oficial Commttee
of Unsecured Creditors of The Mcd atchy Conpany, LLC, et al.,
Nunc Pro Tunc to February 26, 2020 [ Docket No. 248]
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352 Seventh Avenue, Suite #604
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3| SKADDEN, ARPS, SLATE, MEATHER & FLOM LLP
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2| DUNDON ADVI SERS, LLC
3 Attorneys for Oficial Conmttee of Unsecured Creditors
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Attorneys for Pension Benefit Quaranty Corporation
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KARTAR S. KHALSA, ESQ
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Attorneys for Chatham Asset Managenent LLC
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SI DLEY AUSTON LLP

BY:

Attorneys for Melis & Conpany
One Sout h Dearborn
Chi cago, IL 60603

THOVAS A. LABUDA, JR, ESQ
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SEAN M HARDI NG FTI Consul ting
BO YlI, Evercore Goup LLC
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JACK SURDOVAL, Berkeley Research G oup, LLC (BRG

DAVID E. GALFUS, Berkel ey Research Goup, LLC (BRG
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THE MCCLATCHY COMPANY, ET AL
PROCEEDI NGS

THE COURT: Good norning everybody. Are we waiting
for anybody el se?

Ron (ph.), Lorraine (ph.), are we waiting for anybody
el se?

Can anybody hear ne?

MS. ROSENBERG ~ Judge, yes. |It's Andy Rosenberg

W can hear you, but there hasn't been any roll cal
or anything before you joi ned.

THE COURT: Al right. |Is the conmttee present?

MR, HANSEN:  Yes, Your Honor. |It's Kris Hansen on
behal f of the committee. W're here with ny coll eagues, and
the BRG Melis, and Dundon folks are on as well.

THE COURT: Al right. It looks Iike the debtors and
the | enders' counsel are on as well. Wy don't we proceed?

UNI DENTI FI ED SPEAKER.  Sorry, Judge, | was nuted
bef ore.

THE COURT: Al right. Ckay.

MR. DURRER  Your Honor, this is Van Durrer.

Thanks again for the work of chanbers and your staff
in doing this hearing under unusual circunstances. W're going
totry to make it brief. There's quite a bit that's already
been resolved, so we're happy about that.

I'm | ooking at docket 375, which is the agenda for

today. Wanted to touch on just a few brief things in terns of

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

12




20-10418-mew Doc 402 Filed 04/29/20 Entered 05/01/20 13:52:53 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 13 of 122
THE MCCLATCHY COMPANY, ET AL
status.

Al of the fifty-five debtors' schedul es of assets and
liabilities and statenments of financial affairs have been filed
as of yesterday, and the 341-neeting tel ephonic will be held on
May 7 at noon Eastern. That's set up

Second, the nediation continues to proceed, although,
as is probably obvious, it has been inpossible for there to be
l'ive principals engaged with each other in roons, and that's
unfortunate and has slowed the pace of the mediation, but Judge
Carey has done a good job of interacting with everybody on a
regul ar basis, so we're pleased about that.

In terns of --

THE COURT: Don't tell ne --

M5. DURRER  Sorry, Your Honor.

THE COURT: -- the details, but are you getting close

to any kind of agreenent to the nediation?

M5. DURRER Here's what 1'll say, Your Honor, and
do want to respect the nmediation privilege, there has -- there
has been -- there have been proposals made, 'l put it that
way, and I'Il leave it at that.

So "close", | think, is an aggressive term but there

have been proposal s made --
THE COURT: No probl em
M5. DURRER -- which we're happy that we've nade that

progr ess.
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THE MCCLATCHY COMPANY, ET AL 14

THE COURT:  Ckay.

M5. DURRER In terns of the inpact of COVID 19, the
debtors have devel oped a very rigorous view of the inpact on
2020, and that's been shared with all stakehol ders as part of
the nmedi ation process, and the nediati on process has actual ly
hel ped us to do that so that everybody's sort of on a |evel
playing field.

And then the conpany has, |ikew se, devel oped a view
for outer years, 2021 and 2022, and we expect that those ideas
wi || be shared in the com ng days as we continue on that
process.

The last thing 1'lIl say -- and there's been sone
confusion, it seens, but the debtors are not seeking any relief
what soever today with respect to any sal e process.

W did include, as an attachment, to the agenda sort
of a summary of where we are today and how we got to where we
are today, but we're not asking for any relief on that, so |
just wanted to be clear about that, and we'll discuss that in
nore detail, | think, when we get deeper in the agenda.

But unl ess Your Honor has any questions, that's all,
and | apologize, | didn't enter ny appearance. Van Durrer,
Skadden, Arps, Slate, Meagher & Fl omon behal f of the debtors.
That's all | have in terns of status, Your Honor, and | woul d
turn the podiumover to M. Hansen if he wants to wal k through

the -- a couple to his applications.
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THE MCCLATCHY COMPANY, ET AL

THE COURT: Just to clarify for nme, on the stipulation
that you attached, are you asking me to so order that
stipul ation?

MS. DURRER W are not, Your Honor. And | apol ogize,
there's a trailing reference to "an order” in that, but we are
specifically not asking Your Honor to so order that.

THE COURT: Al right. W'Il come back to that.

M. Hansen?

MR HANSEN. CGood norning, Judge Wles. Again, it's
Kris Hansen with Stroock & Stroock & Lavan on behal f of the
official creditors' commttee.

Wth respect to the applications, ny partner, Erez
Glad, will handle those for the Court, so |'mgoing to pass
the podiumto him | also have sonme renmarks regarding the
status, but | think they' re better reserved for when we nove
over to the DIP nodification notion, and the cross-notion that
t he notehol ders had made.

THE COURT: Well, why don't you make those conmments
now just to frame everything in front of ne?

MR. HANSEN:. Sure, Your Honor.

So | ook, fromthe commttees' perspective, they're --
we feel that the process is being a little bit anbushed as a
result of the cross-notion and the debtors' effective enbrace
of it.

We've remained relatively quiet in court to this point
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THE MCCLATCHY COMPANY, ET AL 16

in time because we've been working very hard behind the scenes
totry to advance the process along with the debtors and al ong
W th the other parties in the nediation, but we're nmoving to a
point in the case where things are now being put in front of
the Court which we believe are being done in an effort to try
to take the case in a different direction

And so fromthe commttees' perspective, we didn't
come self-swinging at the beginning of the case, but we are
getting to a point now where our view clearly is that Chatham
and the board conspired to el evate Chatham s unsecured cl ains
above everybody else's before they filed the case, and then to
use that status as the hamrer through which to drive their
acquisition nail at the expense of unsecured creditors and the
PBGC. And that the manner in which they swung the hamrer was a
bit clunsy because they filed an unconfirmable plan, and then
they had the nediation request tied to it at the first day
hearing, and that process costs noney.

You don't get to prepare a plan, file it, put a
di scl osure statenent on file, abandon it, go through nediation,
and expect all of that not to be expensive, and it seens |ike
the debtors and Chat ham and their professionals somehow
underesti mated that the cost and the tinme associated with that
process -- | nean, for exanple, they didn't put in the budget
that they prepared their own investigation of clains against

Chatham the fees of the U S. Trustee, or realistic costs
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THE MCCLATCHY COMPANY, ET AL
associ ated with produci ng docunents necessary to review the
transactions at the heart of the plot that was really the
storyline for this case.

So now, it feels like, after waking up to the reality
of the failure of that plot, they're trying to fast-track these
cases to the sanme place that they started, which is handing the
keys over to Chatham and attenpting to strand adm nistrative
expenses and dism ssing any and all clainms against themin the
process via the credit bid, which is -- and we'll get to it
soneday, maybe, but it is absolutely a sub rosa plan because
the ternms of it are effectively what was filed on the first
day, but a little worse, and it's really just a nmotion to lift
the stay to forecl ose on assets.

And to shut down opposition to that process as best
they can, the debtors and Chatham have now tried to take away
your oversight of a sale process by agreeing to expedite a
deadline and publicly enbracing the credit bid, which seens
like a nore -- again, a nore aggressive version of the plan
and it's al so being done through the veneer of a need for
enhanced adequate protection with no proof, like, literally, no
evi dence havi ng been submtted of the need for that adequate
protection. And they' ve also cone up, as part of that adequate
protection, with handcuffs for the commttee and their own
investigators in the formof a fee limtation that |I think is

unprecedent ed, which is that sonmebody has to prove to the Court
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THE MCCLATCHY COMPANY, ET AL
that the case is admnistratively sol vent.

I"ve been at this for twenty-five years, and |'ve
never seen a situation where sonmebody was forced to prove
adm ni strative insolvency -- adm nistrative solvency, not
I nsolvency -- in order to pay the fees incurred by estate
pr of essi onal s.

And candidly, in kind of calling this process what it
Is, they don't like howit's unfolding, and they'd like to stop
it, and they don't get to nmake those choi ces.

The DIP today is not drawn. The debtors thensel ves
have said that they liquidity through the fourth quarter. The
gl obal pandem c which they cite as the, | guess, take judicial
notice of it as evidence of the need for additional adequate
protection is actually starting to recede, with countries and
states also slowy starting to reopen, and the nediati on which
was scheduled to have it's first sessions, as M. Durrer just
said, on April 27th and 28th had actual settlement proposals on
the table fromthe various parties. | don't want to get into
the details there, but -- and it's progressing.

So since the final DIP order was entered a nunber of
weeks ago -- it wasn't that |ong ago. And by the way, we were
all, back then, on the phone together working through the
pandem c, as we were. Really, nothing has changed, and there's
not hing that's changed fromthe noteholder's collateral for

this in either.
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THE MCCLATCHY COMPANY, ET AL

So candidly, the shift for the debtors to their
digital platformhas actually hel ped them and again, there's
no DIP draws. And again, the pandemic is starting to ease.

So if anything, it looks to me -- and you have the
medi ation noving forward. So it |looks to the conmttee |ike
the need for adequate protection is, again, really just a
snokescreen by which these parties want to put in front of you
to carry out what they otherw se want to do.

So we don't believe there's any reason for enhanced
adequate protection of any kind. W had the debate before you,
i kely when the order was entered, but budgets are budgets, and
i f people believe that adequate protection needs to be reset
because those budgets were inadequate if they are, in fact, a
part of adequate protection, they should come before the Court
with real evidence and ask for it.

And in terms of the sale process itself, if the
debtors really want to do it, they should cone and have the
Court -- ask the Court for permssion to do it in the proper
way |ike so many other cases. And to cry that they're going to
run out of time, so they need to do it this way, is unfair
when, in fact, they said thenselves that they have liquidity
through the fourth quarter.

So we think that the entire cross-notion and any
changes to the DIP order that result fromit that were added as

a conprom se by the debtors should be denied, and candidly,
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THE MCCLATCHY COMPANY, ET AL
that the debtors should be prevented fromentering into a stip
as -- again, as part of adequate protection, because what

happens if they don't abide by that stip? W don't really --

no one even knows what the consequences are, and we'll be back
here in front of Your Honor tal king about it again. |t doesn't
make sense.

And so for us, while we support the view that we
shoul d take down the interimreinbursenent of professional fees
across the board to give the debtor a little bit of extra
liquidity along the way until they actually capture cash, this
whol e cross-notion and the debtors' agreenent to it, one, seens
incredibly contrived; and two, seens conpletely m sguided.

So at a status level, we, fromthe conmttees'
perspective, believe the case is supposed to proceed on the way
that cases proceed, which is the mediation is going forward.

If they want to get a sale process approved, they should do it
by motion in front of you on a nmore formal basis so that
everybody who participates in that process can rely upon the
integrity of a court-order process and not a back-room process
bei ng done in, candidly, probably the worst environnent ever
for anybody to try to sell an asset, and that really what we
shoul d focusing on is finding a way to get to a deal in the
nmediation, and if we can't, figuring out where the case goes
w th your oversight, not essentially off the record.

And with respect to the conmttee itself, we're going
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THE MCCLATCHY COMPANY, ET AL 21
to be filing our notion for standing to pursue the clains
agai nst the various defendants in this case very soon because
the terms of that credit bid, one of themis that they assune
those clains and then dismss them and those clains belong to
the estate. They don't belong to the secured creditors to
effectively buy and then get rid of as they would have tried in
their original plan.

So at a status |level, Judge, I'msorry for the
| ong-w nded speech, but it is -- the commttee is at a point
now where it hopes the nmediation is successful, but if it's
not, it, too, has to start taking steps in front of Your Honor
to prepare you and the conmttee for the future of this case
which is going to be quite contested.

THE COURT: Ckay. Al right. Wich natters do you
wi sh to proceed with first?

MR. G LAD. Good norning, Your Honor. This is Erez
Glad from Stroock & Stroock & Lavan on behal f of the
creditors' conmmttee.

Before Your Honor there are three applications to
retain professionals by the creditors’ conmttee: BRG as
financial advisor, Melis as investnent banker, and Dundon
Advi sers as a specialist.

There were no objections to the BRG and the Melis
retention applications. However, we were infornmed by chanbers

that Your Honor may have some questions for us. So what we
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woul d suggest is, to the extent the Court has any questions
about those applications, we're happy to answer them

THE COURT: Yes. The papers were unclear in ny m nd
as to the difference between what Berkeley and Melis will be
doi ng and why they're not above each other, why you need both.

MR G LAD. So Your Honor, we're happy to explain
that. So it's very conmmobn, as you know, in connection wth the
many cases that you have presided over. It's comon for a
creditors' commttee to determne that there is a need for both
a banker and a financial advisor, and they do maintain and
undertake very different roles, and we have been very careful

about regulating the different roles that they each play in the

case.

And let ne just tip off a few of those. First, it's
i nportant to note that given the tine line -- the conpressed
tine line of the cases that when -- with the inposition of the

full plan mediation during the first week of the case, and in
l'ight of the known controversies surrounding the 1L and 2L
liens and clainms, the conmttee did determ ne that they needed
to hire both an SA and a banker as quickly as possible to help
across both adm nistering the cases, as well as the
i nvestigation.

In terns of Melis, what is Melis going to be doing?
Fromthe outset of the case, the I enders threatened the

possibility of pivoting to a sale. The debtors noted that it
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was a possibility. 1t was a major part of their negotiating
posture, as well.

So fromthe commttees' perspective, it was necessary
to retain an independent investnent banker to evaluate a
potential sale transaction, the underlying valuation of a
potential sale, the inpact of a potential sale on unsecured
creditors, whether the sale process would be adequate and
Inpartial. And obviously, that's com ng and playing out and it
wll be realized full-bore in ternms of the debtors now pitted
to the sal e process.

QG her things that the investnent banker is focusing on
i ncl udes eval uati on and anal ysis of the bankruptcy plan, the
structure, the terns, the prospect of alternative term
structures, analyzing recoveries to want to get creditors under
that plan, analyzing the debtors' capital structure, analyzing
debt capacity, and total enterprise value. That is, taking the
managenent' s projections and determ ning an enterprise val ue.

The ibanker's primary role is also to assist the
committee with respect to negotiating the plan and its ternmns.
Anot her thing that the ibanker helps with is, of course,
anal yzing the terns of any financing that may be before the
Court, whether it be D P financings or exit financings,
det erm ni ng whet her those terns are fair, whether they've
marked it, what was the process by which the debtors obtained

that financing, and, if necessary, to identify other potential
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sources of financing.

One inportant resource that ibankers bring to the
table is their significant MGA and capital markets experti se.
So we hope to tap those resources in connection with this case,
as wel |.

On the investigation side, Melis, of course, is very
hel pful to us in terns of analyzing the fundanental econom c
transactions that are being investigated. Melis, as one of
the | eading investnent banks and restructuring advisory firns
in the country, has had a fair anount of experience. So not
only would they -- in connection with out-of-court exchange
transactions. So they are in a position to assist the
committee in identifying certain transactions and whether they
were market, whether they were feasible, whether they
reasonably (indiscernible) value inured to the conpany.

So it's our expectation that they will be providing
expert testinmony in that regard, if need be, as well as any
expert testinony in connection with the plan or -- and/or the
sal e.

Now, that's distinct fromthe services that BRG woul d
be providing. So BRGis nmore, | would consider, on the
financial and operational side of the committees’ work | edger.
Their focus is primarily on performng current and histori cal
financial review and anal ysis of the debtors' financial data,

diligence with respect to the debtors' businesses and
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operations. So what do | nean by that? They've been focusing
on the debtors' DI P budgets, liquidity forecasts, variance
reports, nonthly operating reports, sone of the schedul es and
statenments of financial affairs when they're filed. They'll be
taking a quick | ook on that.

Their focus is in assessing and nonitoring the
short-termand | ong-termcash flows of the conpany: the
liquidity, the operating needs. |It's fair to say that the
conpany's runaway in liquidity is a major source of discussion
here. It's the primary underpinning of the debtors' decision,
purportedly, to pivot to a Chapter 11 sale -- I'msorry, a
Section 363 sale.

Anot her area that's been of incredible inportance to
the committee is BRG has been essential in assessing the
conmpany' s financial projections. That is identifying,
assessing, and evaluating the nodel, identifying potential cost
savi ngs, operating expense reductions, and other inprovenents.
And what's interesting here -- and | don't want to -- | don't
want to get ahead of the closed portion of the hearing -- BRG
was actually instrunental in identifying certain adjustnments
that we believe do need to be nade to the conmpany's 2020
forecast.

And that, of course, will drive a nunber of
di scussi ons across the adequacy of the marketing naterial s,

val uation, and the like.

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




20-10418-mew Doc 402 Filed 04/29/20 Entered 05/01/20 13:52:53 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 26 of 122
THE MCCLATCHY COMPANY, ET AL 26

O her things that they have been focusing on that the
| banker is not focusing on is review ng incentive and retention
benefit progranms. To the extent that the conpany is |ooking to
assume or reject contracts, understanding the inpact of those
rejections or assunptions on unsecured creditors, performng a
cost benefit analysis, interacting with the conpani es' advisors
In connection with that. They've also been very helpful in
Identifying tax related issues, NOLs, and operating |osses.
They' ve been instrunmental in identifying what we believe wll
be the adverse inpact of a sale froma tax perspective upon
t hese estates.

They' ve al so been instrument in helping us articulate
claimestimates. What is the ultimte estinate, at |east based
on what we currently know of general unsecured cl ai s,
reconciliation of claims? Are there interconpany clains? So
those two buckets of services are fairly distinct. And of
course, we've been nonitoring and regul ati ng what each firm has
been doing, to maxim ze efficiency.

| can al so address the Dundon -- the scope of Dundon
services. That's a subject of an objection, though. So | can
address that objection now or we can address it |ater, whatever
Your Honor prefers.

THE COURT: Al right. | don't have any objections to
the Berkeley and Moelis retentions. | think we have a few

comrents on the proposed orders that just reflect things that |
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usually do in connection with those retentions, and after the
hearing, we'll send those to you so you can see what they are.
But does anybody wish to be heard on the Berkeley and Melis
retentions?

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

Qur office did review those retention applications,
and we did provide sone coments that were incorporated into
the redline versions of the orders that were filed with the
certificates of no objection. So | did just want to flag that
for you, Your Honor.

THE COURT: Ckay. Al right.

As to Dundon, let me ask you, just as background. The
debtors and Chat ham have said that the credit default swap
I ssue that you want to investigate, actually, to go forward
wasn't consumated. So what exactly is it that you know about,
at this point, that you need Dundon's help to eval uate?

MR. G LAD. Appreciate the question, Your Honor, but
there's a very sinple answer to that. And | do have M. Dundon
avai | abl e by phone if Your Honor has any questions and woul d
like to speak directly with him But the sinple answer is,
nunber one, identifying the nature and substance of the
transaction itself and trying to understand what notivated the
parties, howit is that the conpany determned to enter into

that transaction in the first instance, and determ ni ng what
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| npact the nere announcenent of that contract may have had on
the capital markets, because that -- the announcenent of that
transaction, and then the subsequent determ nation not to
proceed with the transaction preceded the exchange transactions
that we are -- that are the focus of our investigation.

THE COURT: So why --

MR G LAD. And we are exam ning whether or not there
Is, then --

THE COURT: But --

MR GLAD. -- anin --

THE COURT: One second.

MR. G LAD:. Sorry, Your Honor.

THE COURT: Say it affected the nmarket, where does
that get you? | don't understand.

MR G LAD: Well, it gives us an oppor -- first, |
think we need to understand the transaction. Second, we are
al so exploring potential equitable subordination clainms against
the Chatham parties, and part of the CDS-related investigation
is to determ ne whether or not there is a -- whether or not
there is a basis for equitable subordination based on potenti al
m sconduct .

And again, | don't want to get too far into -- |
believe, information that's been provi ded by Chat ham has been
on attorney's eyes-only basis. So |I'munable to get into

further detail on the call, but | think it's fair to say there
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are a nunber of things we're exploring, including the |evel of
I nfl uence that Chatham may have had.

Chat ham woul d have us believe that the nere
announcenent of the transaction, even though it never
consummat ed, didn't have an inpact on the estate. That's an
assunption, and it's a self-serving one at that. W don't
accept that assunption, and that's part of what we are
concer ned about .

We are al so concerned about the --

THE COURT: How - -

MR G LAD. -- extent to which there may have -- |'m
sorry, Your Honor.

THE COURT: Explain that for me. Wat would the
i npact on the estate have been?

MR G LAD. | think the inpact on the estate could
have been, to the extent there was inappropriate
m sappropriation of information or confidential information,
that could serve as a basis for equitable subordination

To the extent that there was an attenpt to nmanipul ate
the conpany's pro forma capital structure and suppress the
debtors' efforts to obtain alternative financing, which drove
themto what we believe is an -- was an inappropriate exchange
transaction, that inured to the inordinate benefit of Chatham
that is something we are expl oring.

THE COURT: Al right.
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MR G LAD: W do believe, and M. Dundon can --

THE COURT: In answering ny questions, |I'd like you to
differentiate between what M. Hansen and other parties have
said here about allegations that Chatham was el evating an
unsecured position -- secured position to give itself an
advant age over unsecured creditors, which seens to nme sonething
you don't need Dundon to investigate. The |awer, your other
advi sors can do that.

You said you want Dundon because of credit default
swap transactions. So tell me specifically as to credit
default swap transactions, especially if the one transaction
you've identified wasn't actually consummated. Just where are
you goi ng and why do you --

MR. HANSEN:  Your Honor, it's Kris Hansen. Wuld it
be okay if junped in a little bit? | have nore CDS experience
than M. Glad, and I mght be able to answer it in a nore
sinplified format, if that's okay with you?

THE COURT: O course.

MR. HANSEN. Thank you, Your Honor. So fromthe
credit default swap perspective, it's basically the purchase or
sal e of insurance on an underlying obligation. And so here,
the allegation is that Chathamwas a seller of credit default
swap protection

Wien you do sonething that nmakes it nore or |ess

likely for the conpany to get into a position where it wll
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either default and have a failure to pay credit event which
then triggers the CDS, you -- whether it's nore or less |ikely,
you change, effectively, the spreads or the trading prices
associated wth CDS. And so when the transaction -- the main
transaction that people point to was the concept of doing a
financing that woul d orphan the CDS.

So essentially, a seller would collect premuns on
that insurance throughout its |life and never have any risk of
having to pay on that insurance. However -- and they're right,
that transacti on was abandoned. CObviously, that had an inpact,
when it was announced, on market pricing, and so a pretty
common thing that happens when you trade CDS is if you sold it
and you do sonmething to change the price to your advantage or
away fromyou, you can turn around and then buy it,
effectively, to lock in profit, so dependi ng upon whether you
adj ust the price up or dowmn. And so there's a benefit that may
have accrued to Chathamas a result of that.

But at the sane tine, another way that you can change
the pricing associated with CDS is by increasing the price of
what's known as the cheapest to deliver security, in parlance,
so to speak. So the ultimte payout price on the insurance, if
it actually is triggered, is determined primarily through an
auction process. And via that auction process, if there are
very little cheap deliverables, the auction process can be

mani pul ated effectively to have the seller pay out al nost

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




20-10418-mew Doc 402 Filed 04/29/20 Entered 05/01/20 13:52:53 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 32 of 122
THE MCCLATCHY COMPANY, ET AL
nothing, and if the cheapest to deliver is a very high-priced
security, then you wind up in a situation again where the CDS
seller doesn't have to pay very much on its insurance.

So when you take that background into consideration,
and we ook at it froman equitable subordination perspective,
so yeah, we have the one category of, |ike, fraudul ent
transfers, other types of things like that. Wen you | ook at
equi t abl e subordination or, candidly, breach of fiduciary duty
and ai ding and abetting breaches of fiduciary duty, you have to
| ook at what the benefit or the gain was to the party who was
involved in that process and, in essence, what the whole bad
act was associated with equitable subordination.

So from our perspective, understanding the narket
novenents -- so its price incurs associated with CDS, whether
the spread, which effectively is the main conponent of price
that people pay -- went up or down based upon noves that were
made in the case, either announcenent, for exanple of that
abandonment transaction taking that back off the table,
up-tiering the debt and securing unsecured debt, which would
have changed the trading price on that debt in the narket, and
| eaving behind tiny little pieces of unsecured debt that could
be put into the auction such that the auction m ght be subject
to mani pul ation, et cetera.

Wiat we wanted to try to understand, and the reason we

needed a CDS expert on it was what the inpact was, right, for
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Chatham from a benefit perspective of all the transactions that
wer e announced by the conpany in which they participated,
either via negotiations with the board and then having had
t hose transactions | aunched or having had those transactions
| aunched and then pulled back. So it kind of all falls into
that realm

The Dundon fees are really low, and we could talk a
little bit about that, but it was really to help us froman
expertise perspective, because it's a bit outside of the
skillset of BRG and Moelis, to really think through those
I ssues collectively to determ ne whether there were viable
causes of action, and if there were, being arned with an expert
who, then, could obviously take the stand and explain it to
you.

So it's very conplicated, the world of synthetic
derivatives, and especially with CDS, but they are an area that
peopl e ook at on that basis. So that's really why the
comm ttee thought it was appropriate to retain Dundon

THE COURT: Are you saying that you need Dundon even
to anal yze what happened and to determ ne whether there is a
equi t abl e subordination claimor anything else, or that you're
thinking of themas a potential expert w tness?

MR GLAD: It's really nore on the analysis front,
Your Honor, because it's -- the conplication -- like, | could

talk to you about the legality of the contracts associated with
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it, and we can go and try and grab third-party data and ask
Melis and BRGto ook at it, but it's -- the true -- the
peopl e who understand this stuff best are the people who trade
it. And so thankfully, with respect to Dundon, we have
sonebody who is an expert in that sense, like, a former trader
associated with CDS product who can hel p us understand how the
mar ket noves may have occurred in correlation to decisions that
t he conpany nmade that Chathamwas a part of.

So that's the -- again, it's -- we're in the analysis
phase. And so we're trying to work through that, and the
parties have been trying to produce in the context of
mediation. So | don't want to get into the strength or
weaknesses of the claim but yeah, it's really on the front end
of the analysis, and it's not a huge job. 1It's actually
relatively contained in terns of analyzing that data

THE COURT: And help ne -- assune that your
i nvestigation verifies your worst suspicions. Wat is the
equi t abl e subordination clain? Tell nme what it is.

MR G LAD: | guess, in theory, it would be that
through the efforts to -- there are two paths. One path would
be insider status, in essence, |like driving the conpany to have
made decisions with respect to Chatham s position in the
capital structure that not only benefitted it there, but also
gave them a personal gain. So that has a whol e breach of

fiduciary duty element associated with it, and that can play
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into the question of equitable subordination

And then the second --

THE COURT: Well, the question of whether Chatham had
I nfl uence seens to be sonething ordinary discovery gets to. |
don't see why you need a CDS expert to determ ne that.

MR G LAD. Yeah, | guess equitable subordination al so
| ooks at -- well, from-- | guess aiding and abetting breaches
of fiduciary duty to look at the gain that the party who was
exerting its influence obtained, and then equitable
subordi nation al so | ooks at what a bad act m ght have been and
what the benefit to the party conducting the bad act was, and
then the damage, obviously, to the parties as a result of the
bad act.

So it's a link where you | ook and say, at |east from
the commttees' perspective, if the CDS transactions were part
of the -- were part of the nore global fraudul ent transfer
strategy and potential breach of fiduciary duty strategy and
Chat ham benefitted fromthose individually as a result of that,
does Chathamthen -- are they in a position where they
benefitted financially personally not only as a claimant in the
case, but as a third party, and therefore, you have kind of a
greater claim

So that's -- we're still in the process of trying to
analyze it. |It's not an easy thing to work through, but

that's, at least, the theory.
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THE COURT: Al right. Wi else wants to be heard on
t his?

MR. TECCE: Your Honor, it's James Tecce of Quinn
Emanuel on behal f of Chat ham Asset Managenent. Wuld you like
to hear ny response or are you asking if there's anyone el se on
the commttees' side?

THE COURT: No, no. You can go ahead.

MR TECCE: Thank you very much, Your Honor.

We submtted an objection as to ECF 322, and in sum
and substance, it raises two points in response to the Dundon
application

The first, which Your Honor noted, is that Dundon's
being retained to review a transaction that while it was
di scl osed and aligned with the Securities and Exchange
Conmi ssion, it was abandoned.

Three nonths | ater, what happened was Chat ham actual |y
facilitated Mcd atchy's refinancing of its revolving credit
facility and its first-lien notes by contributing new noney
t hrough a second-1lien investment.

And Chat ham respectful ly submts that in this
particular environnent, it's not the sound exercise of business
judgnment to retain a third financial advisor to review a
transaction that did not take place. And this is especially
true when Moelis and BRG are both expert in all aspects of

restructurings and can easily advise the creditors' commttee
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W th respect to CDS transactions.

Second point, Your Honor, requires nme to nake a
caveat, which is that Chatham disputes that there are any
clainms arising out of the so-called April 2018 franework
agreenent, the so-called orphaned CDS transaction, and the
assunpti on about the existence of any such clainms is solely for
pur poses of today's argunent.

There was an allegation nmade earlier on this call of
m sappropriation of information, or use of inside information,
and that is absolutely disputed by Chathamas a factual natter.
And to the extent that we have any discussion going forward
about any clains relating to that, it's solely for purposes of
t he argunent today, Your Honor.

But assumi ng, arguendo, that there are clains relating
to CDS transactions, it woul d bear enphasis that any such
claims are not estate clainms that can be asserted by the debtor
directly or by the creditors’' commttee derivatively. And
that's because a CDS contract is a bilateral agreement where
t he CDS buyer nakes periodic paynents to the CDS seller in
exchange for the CDS seller's agreenment to cover the CDS
buyer's losses in the event the reference entity -- which
here, would be Mcd atchy -- suffers one of the credit events
enunerated in the CDS contract.

But as the reference entity, McClatchy is not a party

to any CDS contract, and critically, MC atchy has no economc
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interest in the outcone of any CDS trade. So while the
conmm ttee has spoken this norning at |ength about the inpacts
of pricing in the CDS market, about what would happen with
respect to an auction, those are not Mcd atchy issues, and
those are not issues that go to econom c | osses suffered by
McClatchy or its estate. They are issues between the two
parties to the CDS contract, which would be Chathamin certain
I nstance, and anot her party.

And this point, Your Honor, of the absence of
McCl at chy having an economc interest and/or being a party to
the contract, pronpted the debtor to weigh in on the Dundon
retention. | note, Your Honor, in their response, which is at
ECF Nunber 325 in paragraph 2 they note that given the debtors
are not parties to any agreenents inplicating credit default
swaps, the debtors do not understand the conm ttees' business
judgnment in seeking to retain Dundon

THE COURT: Ddn't the debtors also say they don't
obj ect, although they reserve the right to object to the fee
anount s?

MR, TECCE: That is correct, Your Honor, but they do
point out that they're not a party to that -- to any of those
contracts. That's a critical point, because it goes to whether
there are really any estate clains that are at issue

THE COURT: Well, put aside whether the CDS contracts

involve the estate, are you saying that it is inconceivable

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

38




20-10418-mew Doc 402 Filed 04/29/20 Entered 05/01/20 13:52:53 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 39 of 122
THE MCCLATCHY COMPANY, ET AL
that there is no imaginable set of facts under which CDS
contracts would have notivated behavior and been relevant to
behavi or that m ght constitute grounds for equitable
subor di nati on?

MR TECCE: 1'm saying, Your Honor, as a factua
matter, we dispute the assertions that are nmade about Chat ham
but as a legal matter -- Your Honor used the phrase "worst-case
scenario" okay. Let's assume, again, solely for purposes of
di scussion, | think the Aeropostal e decision fromJudge Lane is
hi ghly probative on this issue.

In that particular case, Your Honor -- and |
apol ogi ze, it would be nice if | was in court because | would
like to hand you a copy of it -- but it's highly relevant to
what's being all eged here because in that particular case, the
private equity firmwas an ei ght percent equity owner of the
debtor, was also the private equity firmowned the | enders to
t he conpany which | ended 150-m|lion dollars to Aeropostale,
and they al so owned a conmpany whi ch was a sourci ng conpany.

Aer opost al e was an apparel conpany.

And the allegation that was made in that particul ar
case was that this particular private equity firmhad access to
inside and naterial information about Aeropostal e because, as a
| ender, they were in receipt of reports, financial reporting
about the conpany, and its financial performance. And the

al l egati on was made by the debtors in that case -- who, | note,
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had BRG representing them-- that the receipt of that
information constituted the receipt of material nonpublic
information and enabled this private equity firmto insider
trade in the debtors' securities.

And what Judge Lane observed in that, Your Honor --
and I'mreading from page 411 of the decision which appears at
555 B.R 369 is the followng. "The debtor's argue, urge the
Court to find that the Debtors were harmed because an insider's
unaut hori zed use of information to trade 'sends a signal to the
worl d that sonething inportant (albeit unknown to the general
public) is happening at the conpany, harm ng the conpany by
artificially manipulating its financial condition." The
debtors argue that by selling their stock in Aeropostale, M.
Kal uznsky (sic) and the Sycanore Parties underm ned the
integrity and public's regard of the debtors. But this is not
the type of harmthat courts are concerned about when
determ ni ng whether to equitably subordinate a claim”

And then Judge Lane says on page 410, "The debtors’
theory around the stock trading fails because it does not
satisfy the requirenments for equitable subordination. The
debtors have failed to denonstrate harmto creditors or the
debtors, or that the Sycanore Parties obtained an unfair
advant age. "

So ny point to Your Honor is while Chatham di sputes

the allegations, insider trading, manipulation, those types of
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clainms are not a basis to subordinate its clainms. And clains
related to the CDS contracts are not estate clains, they would
be clains asserted by the counterparties to those contracts,
and that does not include MO atchy. So harmto creditors
cannot be shown.

| can't enphasize enough, though, Your Honor, that we
don't agree with their characterization of the events, or that
any of these activities took place. But as a legal matter,
It's not a basis to support any clains.

THE COURT: Ckay. | understand.

M. Hansen, what was the -- remned me -- the dollar
amount of the conmmttees' investigation budget in the DIP
budget. Was it 900, 000 or sonething?

MR. HANSEN:  Your Honor, | think it was 750, 000
dollars, but M. Glad will correct me. And | believe that was
a conbi ned budget for everybody, but M. Glad knows the order
better than | do. He may correct ne on that.

MR. G LAD. For the commttees' side, that's correct.

THE COURT: For the conmittees' side it was 750?

MR G LAD. Correct. | think it was a separate
i nvestigation budget for the debtors.

THE COURT: Ckay. And this particular expense woul d
come out of -- and be chargeable to that part of the
comm ttees' budget, right?

MR. HANSEN: Yes, Your Honor. 1It's M. Hansen.
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Yes, to the extent that, exactly, Dundon is helping to
eval uate the strengths or the investigation associated with
cl ai ms against Chathamas a result of this and linking it to a
larger claim | think that's right. There are -- part of
this -- we're probably going to deal with this |ater when we
get to fee objections at sone point later, but we obviously
have a nedi ati on ongoing that we were ordered into -- and so
part of our investigatory work has been done as part of a
medi ation, as well, so we'll have to work through all that
toget her, but yeah, you are correct in that assunption

THE COURT: Well, there is an agreed budget as to
the -- what the commttee can spend on its investigation. |'m
troubled that | don't really have a very clear statenent of
where this could possibly lead in terns of a claimagainst --
claimfor equitable subordination or other claimthat | really
feel like that | could articulate right now It seenms kind of
hopeful that's -- nore of a sense of hopeful ness that sonebody
w |l be able to put something together rather than sonething
concr et e.

On the other hand, the commttee has a budget, whether
they spend it on |lawyers or Moelis or Dundon or hourly fees for
Berkeley is a matter of judgnent in their eyes. | wll hold
themto their budget, but if they think that within that that
it makes sense to retain Dundon, in the absence of objection by

anybody ot her than the party who is being investigated, | wll
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approve it. GCkay?

MR G LAD. Yeah, thank you, Your Honor.

MR, HANSEN:  Thank you, Your Honor.

THE COURT: Ckay. What next?

MS. MADDEN:  Good norning, Your Honor. It's Jennifer
Madden wi th Skadden, Arps, counsel to the debtors.

I'"'mgoing to take us back up near the top of the
agenda to the uncontested matters, and the next uncontested
matter on the agenda is itemnunber 3, the debtors' relief from
rejection notion which was filed as docket nunber 289.

In support of that, the debtors chief restructuring
officer, M. Sean Harding, filed declaration in support of the
motion, which was attached as Exhibit B. He's on the line, and
he can testify if anyone seeks to ask himabout that. So we
woul d respectfully request that Your Honor admt that
declaration into evidence.

THE COURT: |'mafraid, on ny phone, you cut out for a
second. Is this the rejection procedures notion or the
rejection of the Wpro contract?

M5. MADDEN. It's the rejection of Wpro contract,

Your Honor.

THE COURT: Ckay. Al right. Any objections to the
adm ssion of the declaration into evidence in support of this
moti on?

All right. Hearing none, it is admtted.
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THE COURT: Do any -- | didn't see any objections.
Does anybody have an objection to this notion?

Al right. [I'Il approve that one.

MS. MADDEN: All right. Thank you, Your Honor.

Then turning to the next agenda itemis nunber 4, the
debtor's notion to reject the Ponderay partnership agreenent
and abandon this partnership interest. That was filed at
docket nunmber 292.

The chief restructuring officer, M. Harding, also
filed a different declaration in support of that notion at 293.
Again, he's on the line and available to testify to the facts
set forth therein. And we would respectfully request that Your
Honor admt this declaration into evidence, as well.

THE COURT: Are there any objections to admtting that
declaration into evidence?

Ckay. It is admtted.

Any objections to the notion?

All right. I reviewed it and it's fine. [|'Il approve

MS. MADDEN. Thank you, Your Honor.

The next itemon the agenda is itemnunber 5. The
debtors' notion to enter into a new letter of credit facility.
Again, the debtors have a declaration in support of that notion
fromM. Harding, which is attached to the notion as Exhibit B.

Again, he's on the line and available to testify. So
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we woul d respectfully request that Your Honor admt that
declaration into evidence as well.

THE COURT: Any objections?

Okay. The declaration is admtted.

Any objections to the notion?

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

W& have no objection to the motion. | did want to
flag that there was a redline filed that renoved sone | anguage
fromthe order regarding a waiver of the provisions of Section
345(b). So with that change, the U S. Trustee has no
obj ection, Your Honor.

THE COURT: Ckay. Al right. 1've reviewed the
notion, it's fine, and will approve it.

MS. MADDEN. Thank you, Your Honor.

Wth that, I'"'mgoing to turn the podiumover to ny
col | eagues at Togut and we'll take you through the next couple
of itenms on the agenda.

THE COURT: And all of these, whatever we do today,
"Il ask you to submt revised up-to-date Word format orders,
so if we have any additional edits, we can do them but so that
we don't have to try to figure out what the current state of
play is, okay?

MS. MADDEN. Certainly, Your Honor.

MR ORTIZ: Thank you, M. Madden
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Good norning, Your Honor. Kyle Otiz of Togut, Segal
& Segal on behal f of the debtors.

The next matter on the agenda is the debtor's notion
to establish procedures for the sale or abandonnment of de
m ni nus assets, which was filed at docket nunber 288.

The procedures provide a streamnined process for the
debtors to nonetize and/or di spose of that, since they are of
relatively | ow val ue and not part of the debtors' go-forward
busi ness pl an.

The procedures track those that this Court approved in
West i nghouse, except they have smaller dollar anounts for each
noticed threshold. 1In the interest of time, Your Honor, unless
you have any particular questions, | won't go through the
details of this particular notion

THE COURT: Al right. Does anybody wi sh to be heard
on this notion?

| certainly have no objection to the concept. | -- we
went through it and | tried to nake some conments and changes
to it yesterday that | had hoped to be able to send you before
the hearing, but due to the press of a nunber of matters, we
weren't able to do that.

In general, it does track what | did in Wstinghouse,
but 1"'mconcerned in the current environment that the time
periods are not reasonable. I1t's one thing to say that people

can be asked to react within seven days if everything is
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functioning normally, as it was in Wstinghouse, but that's not
the case right now. Some people who m ght have to react to
things aren't even in their offices. Hopefully, nost of the
peopl e on this phone have renbte access to their emails and
other things, but even for lawers, mail that's arriving at
their offices is sonetinmes delayed and it's difficult to
receive.

So | think, given where we are right now, due process
requires nme to extend those tine periods. W made sonme ot her
little changes that | don't think anybody will care about, but
we'll circulate themto you and if you think we've done sone
horrible injustice, you can |et us know.

MR ORTIZ: That nakes perfect sense, Your Honor. |
i magi ne sonet hing along the lines of fourteen days or whatever
Your Honor is going to put in nmakes perfect sense in this
envi ronment, and we have no issue with that.

THE COURT: Ckay.

MR ORTIZ: The next matter on the agenda, Your Honor,
is the debtors' nmotion related to expedited procedures for the
rejection and assunption of executory contracts and unexpired
| eases that was filed at docket nunber 249 (sic). This notion
is line wwth kind of the debtors' general theme of today's
hearing of savings costs and focusing on efficiency.

The debtors are party to roughly 2,000 executory

contracts and anticipate seeking to reject or assune many of
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themduring the case and, thus, the streanlined procedures for
doi ng so.

The procedures do ensure notice and opportunity to
obj ect can be heard concerning any rejection or assunption by
the contract counterparties, and the procedures seek to
stream ine, but still track closely to Bankruptcy Rule 9014 and
6006. And based on your comments to the previous notion, |
think we provide ten days' notice for both of the rejection
notice and the assunption notice, which is actually a little
bit nore than you woul d necessarily have to reject if we filed
a notion on fourteen days' notice, but |I'mhappy to expand that
ten days to fourteen days, as well, in light of your earlier
comment s.

W had some smal |l changes to the proposed order
requested by the commttee that are reflected in the blackline.
Unl ess Your Honor has any additional questions, we would
respectfully request entry of the proposed order.

THE COURT: Yes. I|I'mnot really sure how nuch tinme or
noney this saves as opposed to the process of nmaki ng omi bus
assunption or rejection nmotions. It seens to limt and reduce
the objection periods, but that's not really a fee savings.

For the same reasons that | mentioned about, | think
rejection notices, you should make it fourteen. But if you
want the cure, and your proposed cure to be deened to be

accurate, in these circunstances, | think ten or fourteen is
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going to have to be expanded. |It's going to have to be
twenty-one, okay?

MR ORTIZ: kay.

THE COURT: And you proposed selling -- or assigning
contracts free and clear of liens. Wat exactly are you doing?
What |iens are you proposing to extinguish?

MR ORTIZ: Well, to the extent that we're assum ng
and then assigning the contracts being assigned to that entity
free and clear of liens, we added a provision to the order
based on comments we've heard fromyou in a nunber of hearings
that limts that to only parties that actually we know about
and received notice of the actual assignnent.

So if there were sonebody out there -- because | know
that this is a concern Your Honor has had in a nunmber of
hearings in a nunber of contexts, that there m ght be someone
who has a lien on a particular property or has a lien in
connection with a contract that we don't notice and never is
aware of it, and has their lien extinguished. So it would only
apply to those who actually receive notice.

THE COURT: Ckay. All right. And you have included
in this proposal for sone abandonment procedures. |Is this
supposed to be separate fromthe asset abandonment procedures
that you nake subject to the other notion?

MR ORTIZ: Wll, so that was actually one of the

commttees' comments, and it was to paragraph @4, which
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basically nmakes it so that that track the procedures in the de
mnims asset procedures order. So to the extent that we're
seeking to abandon property at a | ease that is being rejected,
we will follow procedures in the order that was entered just a
monent ago.

THE COURT: Ckay. Al right. Submt the Wrd version
of the order reflecting your agreements with the conmttee. |If
we have any additional changes we think are appropriate, we'll
l et you know, but in concept, we'll approve sonething.

MR ORTIZ: Thank you, Your Honor.

The next itemon the agenda is the debtor's
application to enploy Deloitte as the debtors' independent
auditors filed at docket nunber 294.

Meryl Rothchild, which is the -- who is the associate
general counsel is on the line if Your Honor has any questions.

A suppl enental declaration was filed at docket nunber
353 providing additional detail on Deloitte's relationship with
the PBGC and a notice of filing business associ ate agreenents,
whi ch is a docunent that was referenced but not attached to the
2019 engagenent, was filed at docket nunber 371

No obj ections were received, and the only
modi fications to the order that we've made were to reflect
those additional filings.

Del oitte has been the debtors' independent auditor

since at |least 1984, and thus is intimately famliar with the
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debtors' business, and is well qualified to continue to serve
in that role during the pendency of these cases.

Thus, unl ess Your Honor has any questions, we
respectfully request entry of the order approving the retention
of Deloitte.

THE COURT: Ckay. We have sonme m nor changes to the
order that conformed to what we've done in other cases in which
Deloitte as been retained and that | know people would not have
any issue, so if then, fine, we'll send those to you and if I'm

wong and if you do have a nmajor issue with them |et us know
Ckay?

MR ORTIZ: Thank you, Your Honor.

And with that, I'll hand it back over to M. Durrer,
who | think will be handling the contested itemns.

MR. DURRER  Yes, Your Honor. This is Van Durrer for
the debtors. Can you hear nme okay?

THE COURT: | can.

MR. DURRER Ckay. Geat. Sonetines transition
back-and-forth is not as easy as it should be.

The next itemon the agenda, Your Honor, nunber 9, is
docket nunber 291 which is our notion to sell a parking |ot
wi th a handful of spaces in Raleigh, North Carolina. Once upon
a time, the debtors had operations there. The debtor no | onger
has operations there.

Sean Harding, again, in connection with this, did file
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a declaration in support of the notion, which is attached as
Exhibit B. W'd like to ask that Your Honor consider that
declaration to be in evidence.

THE COURT: Any objections?

Al right. It's considered to be in evidence.

MR. DURRER. Thank you, Your Honor.

So again, this property is approximately thirty-one
spaces. The buyer is not affiliated with anybody in the case.
The purchase price is a mllion-and-a-half dollars. They did
request that we not further nmarket the property, but we
obviously noticed it up. MCOatchy's a very public case and we
didn't receive any objections by anyone who was wanting to pay
nore than this buyer.

The one response we did receive fromthe comttee,
whi ch makes it contested, is that there was a di sagreenent over
application of proceeds.

W' ve agreed that we'll sinply apply the proceeds
consistent with the DIP order. And the DIP order, as | think
Your Honor will recall, has a pretty broad reservation of
rights. So whatever -- and this, by the way, is notes priority
collateral. Most real estate that we had is. So we're happy
to comply with the DIP order. W're not seeking for any
different relief than that.

And as | said, depending on whether the notes

creditors are over- or undersecured and/or entitled to adequate
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protection or not entitled to adequate protection, wll
ultimately be the driver for how this noney gets applied at the
end of the day. But we would like to get the noney out the
door to reduce our obligations to the |Ienders, that's our
preference. And given that it's a nobdest anount of noney, it
real |y doesn't change anything with respect to COVID one way or
t he ot her.

THE COURT: Well, your change as to the disposition of
t he proceeds, does that resolve the commttee objection

M5. DURRER. It wasn't crystal clear to nme --

MR G LAD: Your Honor --

MS. DURRER  -- Your Honor, if --

MR. G LAD: Your Honor, this is Erez Glad from
Stroock & Stroock & Lavan on behalf of the creditors’
conmi ttee.

W do not have an objection to the sale. W believe
and agree with the debtors that the sale is fine. The concern
was With the application of the proceeds. So it's unclear to
us, as well, where things currently stand in ternms of how t hose
proceeds w |l be applied.

W, too, believe that the proceeds shoul d be applied
consistent with the DIP order. To be clear, our understanding
of the final DIP order prior to any nodifications proposed
today is that the proceeds with respect to notes priority

collateral would be applied first to adequate protection
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paynents owed to the first-lien creditors.

So to the extent that the proceeds are being
so-applied, we would have no objection. W do plan to cite the
fact that adequate protection paynments are being paid down as a
factor that the Court should consider in considering the DIP
nmodi fications, but so long as what |'ve just laid out is the
case and is truly consistent with the DIP order, then we have
no obj ecti on.

I think our concern was with the paragraph in the DIP
order that suggested that the fee -- the proceeds woul d be
applied and held in a segregated account, or, perhaps, in a
prior version indicated that they were going to used to pay
down t he bal ance of the first-lien debt which would be
i nconsi stent with the debtors' austerity of liquidity neasures.

MS. DURRER  Yeah, paragraph -- this Van Durrer, Your
Honor. Paragraph 18 of the DI P order does provide these funds
would go first to adequate protection paynents, if necessary.
And again, that's an end-of-case determnation. So we're happy
torely on the reservation of rights if there is ultimately a
di sagreenment between us and the commttee and/or the first-lien
| enders about where this nmoney goes. But it doesn't sound |ike
this particular agenda item nunber 9 is contested anynore.

THE COURT: It doesn't sound that way to me, either
So just cone up with |anguage in paragraph 9 that the commttee

is happy with, and then submt it.
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Paragraph 10 has a provision that | often see in these
sal e orders which says that |'mpurported to give the debtors
the authority to make filings in the names of other people if
for some reason those other people don't do so. I'mat a |loss
to understand how | have the power to do that.

M5. DURRER. There are various provisions of the Code,
Your Honor, that do give that authority, such as with respect
to proofs of claim 1142 contains sone nore authority. But
we' re happy to cone back to Your Honor if that |anguage
di sturbs you, we can sinply cone back to you if sonebody's not
agreeing to release a lien based upon the --

THE COURT: Ckay.

M5. DURRER -- the sale free and clear.

THE COURT: Filing authorities to accept ny order for
filing which --

MS. DURRER  Ckay.

THE COURT: -- is sonething you' ve already said
el sewhere in this proposed order, but give you kind of a
court-ordered power of attorney to file docunents in the nanes
of other people, | don't think I have power to do that.

MS5. DURRER  Understood, Your Honor.

THE COURT: Ckay.

M5. DURRER So that takes us to agenda item nunber
10, Your Honor, which is the debtors' notion for nodification

of the final DIP Oder. Let ne nake a few remarks at the
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out set .

And the good news, | think, is that the reduction and
deferral only, not elimnation, of fifteen percent of adequate
protection paynments and fifteen percent professional fees
appears to be agreed across the board. And then I'Il get into,
in a nmonment, where the differences lie.

Again, just for the record, Van Durrer speaking, and
we' re tal king about docket nunber 299.

We filed this notion exactly two weeks after entry of
the DIP order, and that was while the conmpany was still
anal yzing the 2020 budget for a post-COVID- 19 reality.

We did that because we were concerned that Your
Honor's jurisdiction to go back and nodify that order under
Rul e 59 and Bankruptcy Rul e nunber 9023 woul d, perhaps, be
limted if we waited too long. And so we nmade an estinate
based upon what we already knew and the initial work that had
been done.

On the heels of that filing, the very follow ng week,
we did share with all the stakehol ders that revised budget,
whi ch took into account what we've casually referred to as the
"austerity neasures”, those deferrals in that budget, and the
conpany had al so nade some judgnments about the sal e process,
which 1"l cone back to. But in essence, the -- what the
notion is designed to acconplish is to give us the flexibility

to continue in the case on a conservative basis when no one can
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actually say with a straight face that they know what the
I mpact of COVID-19 is going to be.

I mean, for exanple, China was very quick to open its
theaters. Nobody's going to the theater. Countries in Asia
that were -- that flattened the curve earlier than western
countries, candidly because in Asian countries people tend to
follow the rules better than we do in nore free societies,
they're already experiencing what's been referred to as the so-
cal |l ed second wave.

So it's not clear where we're going to go, so the
conpany has tried to be conservative in terns of analyzing
this. And as a professional, ny partners woul d probably snack
me, and ny peers and col | eagues m ght too, because interim
al | onance and paynent of professional fees in Chapter 11 cases
has become routine. But it is a privilege and not a right.

And so the conpany, with the support of its
professionals, with the acquiescence of its first-lien |enders,
and with the cooperation of others including some givebacks by
executives -- and not to nention, by the way, furloughs and
| ayof fs, which hurt real people that don't have the |uxury of
doing their work fromtheir living room as many of us on the
phone are able to do. There was a contribution across the
entire systemto nake sure that COVID-19 didn't overcone us.

Now, going back to what does divide us, so -- and

they're sort of mrror images of each other. The first-lien
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| ender said --

THE COURT: Before you do that.

MR. DURRER  Yes, Your Honor.

THE COURT: Wbuld you (indiscernible) do that, your
initial nmotion asked to defer fifteen percent of the adequate
protection paynents, which as | understand it was fifteen
percent of the nonthly interest paynents, and | guess fifteen
percent of the fees incurred by the advisors to the |enders.
How nmuch are we tal king about in terms of the nonthly interest
paynents, and what woul d fifteen percent of that be?

MR DURRER | think M. Harding mght correct me, but
| believe that the fifteen percent on the interest paynents is
approxi mately 200,000 dollars a nmonth. And the professional
fees of the lenders' counsels and their bankers are in the
nei ghbor hood of a few hundred thousand dollars a month. So
again, fifteen percent of that is nodest.

The lion's share of the liquidity inpact cones from
the professional fees for the debtors' professionals, as well
as the professional fees for the commttee' s professionals.
And that nunber -- | believe over the tinme period we're talking
about, so aimng at the end of B, | think the total benefit,
Your Honor, is between four and five mllion dollars, which is
where that tax refund comes into play.

Basically, we would give the debtor nore liquidity

today and then shift those professional fee reserves and
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paynents to an 11.6-mllion-dollar tax refund, which is
anticipated in July or August if -- there are sone people stil
wai ting for their enhanced workers -- or unenploynent checks
fromthe federal government. There's people that haven't
received their additional 1,200-dollar check, which I'm-- ny
not her and ny ex-nother-in-law are anong them They haven't
gotten their checks yet. They |ook every day. So
conservatively, it would cone sonetine over the summer.

We know, by the way, the anount pretty precisely, Your
Honor, because we have actually filed that return. W waited
to get guidance fromthe governnent as to what boxes to check,
to ensure that this refund woul d be expedited. And so once we
got that guidance, we filed it | believe a Friday or two ago.
| know it was on a Friday. It may have just been |ast Friday.

THE COURT: Much of the debate that's been generated
by your request has to do with the fact that you're -- that you
want to |imt adequate protection paynents and, therefore,
nodify the DIP. Even though nost of the savings you want to
get are really to nodification of the timng of professional
fee paynments, which doesn't require nodification of the DIP
The adequate protection paynent deferral is so small, I'm
actually stunped as to why you even included it in your
request .

MR. DURRER  Yeah, it's a good question, Your Honor.

The reason why we included it is we wanted to create an
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alignnment of interests. And we could have filed two notions.
We could have filed a motion to nodify the interimconp order
as well. But we wanted to denonstrate to the |ender group that
we thought that enhancing liquidity by itself was a form of
adequate protection and, therefore, elimnating the payouts to
professionals, which as | said, again, is a privilege not a
right, was one way of enhancing that liquidity.

One of the big concerns we have, Your Honor, is that
this isnt --

THE COURT: Well, let ne -- again, | didn't even see
specifics as to how nuch -- what your liquidity issue was, what
you needed to defer in order to neet liquidity requirenents,
whet her that could be done in terns of professional fees,
whether this is purely a timng issue and how nmuch -- if all it
is, as you say, that | nake people wait for quarterly
al | onances, which is what the Code normally requires, that
seens to require no change to adequate protection and no change
tothe DIP order. So | just don't understand why -- it seens
to ne you' ve alnobst got an artificial request for a change to
adequate protection that brings a whole | ot of other issues
into play, and | don't understand why.

MR. DURRER. Well, the reason why, Your Honor -- and
' m being careful about keeping this a public conversation, but
we thought that it mght -- we did not -- we were not prepared,

and we did not think it wise to publish the debtors'
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anticipated 2020 budget, especially when we're in the mdst of
a sal e process.

W have shared it and been conpletely transparent
about it wth the stakehol ders. And no one, not the commttee,
not the first-lien lenders objected to the relief on the basis
that they don't have that information

And if Your Honor would |ike to have a conversation
wth M. Harding, who is the keeper of that information, in
a--ina private, sealed courtroom which | understand is at
| east possible, we can go into those details.

But we thought it inprudent to go public with those --
with that information. And | think Your Honor can take it on
face val ue that none of our nost inportant stakehol ders thought
that inmprudent -- or thought that prudent to do otherw se,
given that no one has objected or conpl ai ned about that.

THE COURT: Yes, but it's generated, at least in part,
some purported justification for other demands by people who
occupy the dual positions of secured creditors and interested
buyers of the conpany for concessions about the sal e process
and things like that. | have to tell you | amabsolutely at a
| oss because it seens to me this particular part of your
request is totally unnecessary, even by your own descriptions
of your liquidity.

If you -- you could make it up by just deferring nore

prof essi onal fees, which you yourself say you will have enough
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to pay, if and when they're allowed at a quarterly hearing. So
why am |, in effect, artificially acknow edgi ng sonet hi ng t hat
gives the I ender sonme purported right to conplain that they
need ot her concessions for? | don't get it.

MR DURRER. It's not clear, based upon a post-COVID
envi ronment, where val ue breaks. And so we thought that,
again, both to align interests, and al so because it's not
crystal clear what adequate protection |lenders are going to be
entitled to at the end of the day. So we thought a deferral
across the board nade the nost sense in trying to preserve
liquidity.

THE COURT: Al right. Go ahead and conti nue.

MR. DURRER  Thank you, Your Honor. So with
respect -- so again, we got two sets of conments, one fromthe
first-lien lenders and one fromthe conmttee. The first-lien
| enders said we concur with -- again we can call it austerity
for convenience -- we concur with the austerity approach to
liquidity, but we're distressed with the way that this case is
going. And we're going to insist on a court order directing
the debtors to pursue a sale process.

And then there's the investigation budget issue, which
again, we didn't consider to be controversial. Based on Your
Honor's earlier coments, it doesn't sound |ike you view
sticking to the budget to be particularly controversial, so

let's set that to the side.
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Wth respect to the sale process, the debtors had
al ready nade a judgnment, and the board of directors had al ready
made a judgnent that absent neaningful progress with respect to
the nediation that, as a contingency pl anni ng neasure, the
debtors were going to pursue a sale process. M. Glad
conceded as nmuch in his remarks. W nmade that known early and
of ten.

And so the one-page sal e-process sunmary that's
attached to the agenda docket 375 | ays out that before the
filing of this notion we started to reach out to fol ks and
distributed a teaser. W within days of that began
comruni cating with the UCC advisors here's the |ist of people
we're going out to. Here's a draft of the confidential-

i nformati on nenmorandum Here's the 2020 budget. Here's the
process letter that contains the May 5 deadline for prelimnary
expressions of interest.

So we were already going down this road. So in one
sense, Your Honor, the demand by the first-lien | enders was
sl eeves of f our vest, because it was al ready underway. And we
told them-- and | don't expect Your Honor to express a point
of viewon this, but we told themthat we thought it was highly
unli kely that Your Honor would direct the debtors to pursue a
sale, or in the case of the conmttee, direct the debtors not
to pursue a sal e because, contrary to the comrents that M.

Hansen nade, we do get to nmake these choi ces.
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How a debtor determines to get out of a case and when
Is absolutely within the business judgnment of the debtor. And
we devel oped a tinme line that is, by the way, not what the
first-lien lenders wanted. It is longer by design, because we
want to have an opportunity to do due diligence with bidders --
bi dders that are serious that clear a prelimnary indication of
I nterest.

So we've developed a time line that is |onger, but
bi ddi ng procedures are never required except in two instances.
One, where a bidder itself insists that | need to be protected,
| want to know when the process is over, and that's typically
driven by a stal king horse bidder, and when such a stal king
horse bidder insists on a fee.

| think it's unfair for the conmttee to say that we
publicly enbraced the credit bid that the | enders announced in
their cross notion. Rather, we nmade an announcenent to ensure
t hat enpl oyees, vendors, other stakehol ders weren't confused
about what was goi ng on when soneone el se took the m crophone.

So we issued our own release to make it clear how the
conpany viewed that to nake it clear that the conpany, in
advance of receipt of that term sheet, which was al so, by the
way, provided substantially contenporaneously to the commttee,
that the conpany had al ready begun to pursue a process. And
this was nerely one element of that potential process. And the

process would run out several weeks into the sunmer
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So again, we don't think it's -- and we did this with
Your Honor in Westinghouse. W don't think it's controversial
not to bring bidding procedures to the Court under these
circunstances. It would be perhaps |aughable to ask Your Honor
to approve a stal king horse fee under the circunstances where
we have such interests. And that really gets us to the point
of the matter.

W have twenty entities under NDA, nonied, qualified,
legitinmate entities that are interested in our assets, at
| east -- and by the way, we're still negotiating, candidly, a
reupped NDA with the first-lien | enders, that we hope to
conclude this week. So the twenty exclude that credit-bid term
sheet that we've heard so nuch about this norning.

So it's those pressures that who knows if we've got
our COVI D-19 predictions right, nunber one. Nunber two, we
wer e supposed to have principals at live nediation sessions on
April 7, April 27, and April 28 when we sat down at the end of
February, early March. None of that happened.

W' ve had no principal-to-principal sessions at all.
W' ve had constructive discussions, to be sure. W've got
offers that are circulating, which is all good. But we're a
good nonth behi nd where we wanted to be.

W have antitrust issues, assum ng that Your Honor
does sign an order regarding a transaction on July 14. W

still have to clear that. So we're right up against the
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liquidity predictions that we've made, again, assum ng we have
it right. So that's why we requested the relief. W think
it's pretty fair. As we nmentioned in our papers, Your Honor
we could have gone in a Pier 1 or a Mddell's kind of direction
W thought that that wouldn't help us with our problem
Ext ending the runway and making sure that if we do -- if we are
overly aggressive in our assunptions as opposed to overly
conservative, we wanted to nake sure that we had a safety net.

The last issue that the conmttee raised is with
respect to the waterfall of the refund. | think Your Honor hit
the nail on the head. The reality is that the professiona
fees for the first-lien I enders are a nodest increment in the
deferral. So although it doesn't matter, it is their
collateral, and we thought it would frankly be offensive to
push them down a waterfall on their own collateral, given that
the tax refund we're tal king about here is nore than double the
prof essional -fee deferral that we're tal king about. So we
didn't think that that objection was well founded. So those
are -- 1'll let the first-lien | enders speak for thensel ves
unl ess Your Honor has nore questions of ne.

THE COURT: Well, I wll have questions about the sale
process, but I'mgoing to defer those for a mnute. On the
proposed order, | really can't understand what you' re proposing
to do on the investigation budget, and whose investigation

you're proposing to limt, to what extent you' re just proposing
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to defer those paynments, or to cap them And what on earth you
mean by an adm nistrative solvency test for them particularly
when they're otherwi se subject to a carve-out. So what exactly
are you proposing to do?

MR DURRER. This -- what we're proposing to do is
make interimpaynments of up to sixty-five percent of those
budgets until further order of the Court. The first-lien
| enders have agreed that if they're satisfied or if we

ot herwi se make the denonstration of adm nistrative sol vency,

because we have -- presunmably because we have a transaction for
Your Honor to approve, that they'll allow that to go back up to
beyond the full investigation budget because, obviously, if

there's adm nistrative solvency, and they're paid and gone,
whi ch woul d be a consequence of adm nistrative solvency, they
don't care what happens to that noney.

The unsecured creditors' commttee, in general as a

class, may care. But they don't care about people getting paid
behi nd them anynore. From our perspective, Your Honor, we
t hought abi ding by the budget for the tinme being was plenty.
So candidly, Your Honor, we view the unless denonstrated to be
adm ni stratively solvent |anguage as al nost surpl usage because
the reality is we always thought that we were abiding by that
budget .

THE COURT: And what is the budget -- | know there was

a specific budget for the conmttee. At least | recall that.
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What's the overall investigation budget?

MR DURRER. The overall investigation budget is a
mllion dollars, and it's split between 250,000 for the
debtors, professionals, the Togut firm and 750,000 dollars for
the commttee professionals. And then there's some carve-outs
fromthat. So for exanple, to the extent that discovery
requests are made, and the conpany's digging up emails or
payi ng contract attorneys to go through those, those sit
out side of those nunbers.

THE COURT: So what you're actually proposing then is
to require the debtor and the conmttee to live by their
respective budgets, potentially the budgets to which they
previ ously agreed.

MR. DURRER  Exactly, Your Honor. And again, we can
al ways conme back to you and say we won a judgnent agai nst
Shadem (ph.); you should give us nore budget. O we have a
transaction that's going to pay 500 mllion dollars to the
estate. W can pay all our bills. So it's just pressing
pause. It's the sane deferral

And again, froma bankruptcy perspective, right, we
were worried about the fourteen-day clock that was running on
maki ng these nodifications and your jurisdiction. And we
preferred a consensus approach, which again, subject to
comrents around the edges -- it's a fair point that a sale

process is not around the edges, but we viewed it as such
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because we had al ready commenced it.

But the reality is we did get largely a consensus on
the fifteen-percent deferral. But we didn't know that when we
filed the papers on -- earlier in the nmonth of April. | think
It was the 16th. So I know I've conpl ai ned about this before,
but the debtors were forced to follow a read, fire, aim
approach. But we're very happy that the parties worked with us
to understand the nunbers and to get sort of confortable with
t he nunbers and the conservatismfor the nmeantime.

Again, | know that the commttee has concerns about
the sale process. W're going to take stock of those concerns.
W' ve al ready been working with Moelis. W'Il continue to do
so, as any debtor should. But as | said at the outset, it's
really not for today. | know Your Honor said you had sone
questions about it, which I'm happy to answer.

THE COURT: On the investigation fees, if there is an
adequat e protection concern about the professional-fee costs in
the Chapter 11 case, the normal secured creditor would seek to
cap the professional fees. The fact that the objection is
rai sed by the very people who are the targets of the
i nvestigation, and that it purports to single out only the fees
that are spent on that investigation raises the obvious
question of whether some interest other than adequate
protection is really notivating the objection and the proposed

agreenent. So what's the answer to that?
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MR DURRER Well, the answer to that is there's -- |
haven't heard any allegation, and nmaybe | just mssed -- but I
haven't heard any allegation or attack with respect to the
first-lien debt. And it is a first-lien debt that is -- that
has announced its credit bid. So there's 263 mllion reasons,
Your Honor, why | think it is a fair objection. Chathamsits
by itself in the second- and third-lien debt. And I think
that's where the investigation is focused. So | don't want to
speak for Brigade and other first-lien |lenders, but that's I
think the answer to your questions.

THE COURT: Well, basically, the first |ienholders,
seens to ne by their prior agreenents and their continued
i nsi stence that they be paid nonthly interest -- ongoing
i nterest accruals and ongoi ng professional fees, have
essentially acknow edged that there is nore value there than
the amounts of their clains, including their anmounts of their
claims that have accrued to date.

And they seemto have acknow edged that a sal e process
is sufficient to give them adequate protection, to the extent
that we're worried that COVID-19 m ght affect the value of the
busi ness. So what the heck is the big deal about the
I nvestigation budget insofar as the first-lien | enders are
concerned? Seens to ne, at least 1'd |ike people to explain to
me why this isn't just a request by Chathamto target a

particul ar part of the budget that, for reasons that relate to
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Its separate interest, as the target of the investigation.

MR. MANNAL: Your Honor, this is Doug Mannal, from
Kraner Levin, on behalf of Brigade Capital, who is the single
| argest holder of first-lien notes. It nmay nmake sense for ne
to address the Court's question.

THE COURT: Go ahead.

MR MANNAL: Your Honor, | would want to disagree with
the conclusion that there's been any determ nation nade as to
the over-secured status of the first-lien notes. Let ne begin,
Your Honor, with where we were at the | ast hearing.

And at that tine, the Court suggested that should the
| andscape change that the first-lien notehol ders, again Brigade
Capital, would be free to cone back to the Court and ask for
addi ti onal adequate protection beyond that what was
contenplated in the proposed final DI P order.

And Your Honor, the | andscape has certainly changed,
and therefore --

THE COURT: Let me ask you bluntly. Wat is your
position as to whether you are or are not over-secured?

MR MANNAL: It may be. It very well may be that we
are not over-secured. And therefore, there will be no val ue
beyond - -

THE COURT: That's not an answer -- that's not an
answer to ny -- that's not an answer to nmy question. If |

don't know for sure that you're over-secured, why am
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continuing to pay nonthly interest paynents?
MR, MANNAL: Because there is a dimnution or a
potential dimnution in value of our collateral, Your Honor.

And as part of our negotiated adequate protection, it included

current paynent of interest. It included current payment of
professional fees. It was not as a result of us being over-
secur ed.

THE COURT: Paynents of interest don't -- paynents of
interest |eave your claimin place. That's not the way you
deal with a decline in collateral value.

MR. MANNAL: To the -- to the --

THE COURT: | pay your (indiscernible) only if they're
cover ed

MR. MANNAL: To the extent the paynent of interest --
excuse me, Your Honor. To the extent it's subsequently
determ ned that we are not over-secured, those paynent of
interest would certainly be applied to principal.

THE COURT: Ckay. You told me in your papers that you
subnmitted a proposed bid for the debtors that inplies a val ue
hi gher than the anount of the first-lien debt.

MR. MANNAL: There is a credit bid of the first-lien
debt, Your Honor. That is not a determ nation as to val ue.

That is a credit bid that's conbined with a cash bid that the
first-l1ien notehol ders are supportive of.

THE COURT: Go ahead.
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MR, MANNAL:  Your Honor, | want to talk about how the
| andscape has changed, and what the basis is for the first-lien
not ehol ders to receive additional adequate protection, and the
conversations we had with the debtors about what that
addi tional adequate protection would be.

As M. Durrer said, we are in possession of updated
nunbers fromthe debtors that show the inpact of COVID 19 on
the debtors' business, which, of course, is our collateral, as
are the commttee, as are the other first-1ien notehol ders.

And it's inportant, Your Honor, as M. Van Durrer said, that as
aresult of that, there's a need for adequate protection

In addition, Your Honor, the estate professional fees
that this debtor has incurred I think in the first forty-five
days of the case exceeded nine mllion dollars. That's well in
excess of what the DI P budget proposed and was estimted to be.

And the third issue that's changed, Your Honor
while --

THE COURT: Didn't you know that -- didn't you know
that on the date that | approved the final DI P order?

MR. MANNAL: | did not have access to that information
on the date the final DI P order was entered, Your Honor. That
was subsequent. We did not know that.

In addition, Your Honor, there has been a request by
the debtors to nodify the adequate protection paynents being

made to the first-lien noteholders. And while it's 200, 000
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dollars a nonth, arguably a small sum over tine, that wll
significantly add up. And I think -- | think it is material.

And so as M. Van Durrer said in his remarks, we've
been able to resol ve our objection and notion for additional
adequat e protection between the debtors, the notehol ders, and
the DIP |l enders. And we have consented to the reduction in the
paynment of our adequate protection as set forth in the amended
DI P order.

And we did that as a result of agreeing with the
debtors on a sale process. And as M. Durrer said, we believe
the debtors' sale process has -- it's very lengthy. Let's put
it that way. They are holding us out until the mddle of July
to have a sal e hearing under their proposed schedule. W think
this asset can be sold nmuch qui cker, however, we defer to the
debtors' business judgnent as to what they thought was an
adequat e sal e process.

And to be clear, Your Honor, we remain hopeful that we
can achi eve a consensual Chapter 11 plan in this case. But we
think the sale process is extrenely inportant, and this dual -
track sale process is extrenely inportant to provide the best
opportunity for a successful restructuring and preserve the
busi ness as a going concern, because | think it's very
i nportant that Your Honor recognize that there is tremendous
risk to this asset. And a dual-track process can avoid

adm ni strative insolvency.
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And second, Your Honor, | want to talk a little bit
about the investigation budget that's been the topic of a |ot
of conversati on.

THE COURT: Wy does what you just said argue in favor
of a sale process that you and the debtors determ ne, as
opposed to a sale process with procedures that are presented to
me for ny advance approval ?

MR, MANNAL:  Your Honor, | think the idea is that
this -- there is trenmendous adm nistrative burn in this case.
And there's really no need for an approval of a bid
protections, your typical stalking horse bid protections that
Your Honor woul d have to approve the payment of, where there's
a schedul e that the debtors in their business judgnent have
created and notified other parties. And it's at that sale
hearing that the Court will determ ne whether or not that sale
process resulted in the highest and best --

THE COURT: Then why woul d you want to defer --

MR. MANNAL: -- proposal.

THE COURT: -- instead of having the -- having the
tine period and the details decided upfront?

MR, MANNAL: Your Honor, | wll just say that this was
a negotiated resolution of our limted objection and notion
wth the parties. And | think that this was a way to ensure
that there was a process in place that the debtors thought was

the best process. | don't know if the debtors want to di scuss
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at all the Court's question with respect to the sale process
bei ng proposed.

THE COURT: Well, for exanple, you require in -- you
proposed to require initial indications of interest by May 5th.
Are people who don't express initial indications of interest
barred from further participation?

MR, MANNAL:  Your Honor, | believe the debtors' sale
process began on April 6th. And |I'm | ooking at what was
attached to the agenda, today's agenda. It's called "Project
Mercury Sal e Process Summary". And so for the last nonth, |
under stand that the debtors' advisors have been out discussing
a possible sale with the relevant parties. | believe they've
been in conmmuni cation with advisors for the conmittee.

They' ve certainly been in comunications w th advisors
for the first-lien noteholders as to who they are reachi ng out
to and making sure that if we had -- while we don't know
exactly who was reached out to, if we had questions about those
parties, that we woul d have the ability to submt alternative
parties to suppl enent whatever list that they had. So this
process has been ongoi ng.

THE COURT: Al right, but that didn't answer ny
question. |If people don't express an initial indication of
interest by May 5, are you purporting to bar them from any
further participation in the process?

MR. MANNAL: That is not a decision --
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MR DURRER. May | respond --

MR MANNAL: -- for the noteholders, Your Honor

Yes, pl ease.

MR DURRER  Yeah, so this is Van Durrer, Your Honor,
and | appreciate the opportunity to respond to that because |
agree with M. Mannal that that's not a first-lien | ender call

As Your Honor knows, because you've been doing this
quite a while now, there's always a tension between finality
and fairness on the one end of the spectrum and getting that
| ast dollar on the other end of the spectrum And so froma
fairness perspective to all the bidders and the stakeholders in
the case, the conmttee as well as the first-lien | enders, we
woul d do our |evel best to have fol ks adhere to the deadli nes.

That said, if an opportunity for value maxim zation
presented itself that, in the business judgnment in consultation
with the other parties, including the conmttee, suggested that
we shoul d nodify or tenper deadlines and things, then we would
definitely exam ne that opportunity and apply business judgnent
toit, as you would expect us to do even if there was a court
order that set a deadline.

There's Judge Carey, as a matter of fact, has an
opinion on this very point hinmself. And |I'msure other judges
do as well, where they are forced to bal ance that tension
bet ween sonebody who shows up at the el eventh hour with nore

noney, but they m ssed a deadline here or there. That's
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sonething we'll have to confront.

But yes, for fairness of everybody el se who's spending
noney on the process, investing resources and attorneys and
their own financial advisors -- froma fairness and process
perspective, we should do our very best to adhere to these
deadl i nes, again, subject to that judgnent that may or nmay not
cone down the road.

THE COURT: What information have peopl e been given
and does it include the sane information that's been given to
Chat ham and Bri gade?

MR DURRER  Yes, Your Honor, there's equal
i nformation across the process. In fact, there's nore
i nformation arguably that's been given to the rest of the
bi dder community than Chat ham and Brigade for two reasons.

One, Chatham and Brigade are not yet under NDA, so they haven't
had access to certain things that -- for which they m ght want
to see a cleanse. And again, | hope that we'll clear the
negoti ation on that this week.

Nunmber two, individual bidders have been directly
engaged on literally a day-by-day basis with their own request
for additional information. |[If they have a question about X or
Y or Z, we answer the question. And it's not -- it's not for
us to tell Chathamor Brigade hey, bidder 7 asked this piece of
information. So if an additional -- if any individual bidder

i's more proactive about asking additional diligence questions,
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they will naturally have an accunul ation of nore infornmation

There shoul d be a data room popul ated this week. And
again, the design was we didn't -- as you know, Your Honor,
again with these processes, it's inevitable that one or nore of
our conpetitors will sign an NDA nore for the purpose of
getting a | ook under our hood to better understand their own
busi ness than because they're genuinely serious about a
transacti on.

So under those circunstances, it's routine to w thhold
the nmore sensitive information until a round two, to nake sure
that people are real and have expressed a desire to be
consi dered serious. So that's why we've structured it this
way. But all those things will be rolling out later this week
and upon the heels of the May 5 deadline, once we actually get
t hose expressions of interest in. And then we'll have a solid
five-week period for people to come up with committed bids.

THE COURT: Well, it strikes me that if what you
really want is a process that will get you finality, you ought
to be proposing a process to me where | can make rulings in
advance as to what the various deadlines will be, and whether
they are reasonable, as to the information that will be nmade
avai l abl e, and whether it's reasonable, as to what assets are
being offered for sale and whet her they include the potenti al
cl ai ms agai nst Chatham as the comm ttee has indicated m ght be

an i ssue.
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Why you woul d want to defer all that and just hope
that you can convince ne at the end that every single decision
on those points you nade was a reasonable one | don't
understand. It's not the right thing to do. And by
definition, the people who are asking you for this process have
dual interests. They're not just secured |lenders. They are
potential buyers.

On the one hand, they are entitled to adequate
protection up to the value of their current secured interests,
but they're not entitled to a sale process that, because of
timng or other issues, arguably is to their advantage as
buyers not as | enders.

So those are issues that ought to be decided up front
not in hindsight. And under your existing DIP | think that's
what was contenplated. You had up until a certain period to
deci de whether to pursue a sale process, and then to nmake a
procedures notion. And maybe you' ve decided earlier. That's
fine.

But why you woul d want to proceed just on sonething
you' ve negotiated with people who are wearing two hats and
defer all these other potential issues to |ater is beyond ne,
even fromthe adequate protection point of view If | disagree
wi th something in your proposed schedul e or procedures because
| think it is not likely to maxim ze value, by definition, what

I think maxi m zes val ue nmaxi m zes adequate protection
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MR DURRER. This is Van Durrer. | understand your
commrent s, Your Honor, and we'll certainly take stock of them

| think that there's a -- there's a fal se assunption perhaps in
your comments, which I'Il address first, and that is that we
were driven here. W frankly dragged the first-lien | enders
here. They wanted to insist on an order. And | think if Your
Honor's saying you want one too, the debtors aren't opposed to
that in concept because we developed a tine |line, and we
consider it irrelevant as to whether Your Honor signs an order
or not, other than the coments that you just nade.

THE COURT: Well, let's hear fromall -- let's hear
fromall creditors and have a decision as to what a reasonabl e
process and time period is up front, so that those issues are
behi nd us.

MR. DURRER  Yeah, and it's a fair comrent, Your
Honor. Two things -- one, this is a well-trodden path. W
have done this with you before. Two, we are trying to limt
costs in the case. Three, we believe that you'll be satisfied,
because we' ve done this quite a fewtimes. And we are running
a good process with talented professionals. And we are going
to work with the conmittee onit. At the end of the day, we
think you'll be satisfied.

I njecting anot her notion and another hearing in the
mdst of it we are afraid would sinply delay the process and

cause nore breakage along the way than it'll help. And naybe
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that's a m stake in your eyes, Your Honor, that we made earlier
this nonth. But we definitely want to stay on course, and
we're very confident that you're going to be satisfied with the
process.

And candidly, we're very confident that the conmttee
wll be satisfied with the process at the end of the day. W
take their comrents seriously, and we have -- to be candid,
Moel i s canceled the last call we were supposed to have about
the sale process. W don't know why. That m ght have been
just to pressures of schedule, but we are -- we absolutely have
an open-door policy with the commttee on engaging with respect
to the process and the substance of the -- of the sale process
interns of information sharing, et cetera. So we are -- we
are absolutely conmtted to do that.

THE COURT: Well, it sure seens to nme that you' re not
really avoi ding issues or saving expense by refusing to put
bi ddi ng procedures forward. You're just punting all of those
potential issues down the road and potentially creating nore
uncertainty and nore expense instead of resolving themwth al
creditors' notice and input up front.

MR. DURRER  And again, Your Honor, we take your --

THE COURT: | can't remenber a case where so nmany
significant things were purportedly going on w thout any
advance procedures. You already had --

MR DURRER It was Westing --
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THE COURT: -- a proposed --

MR DURRER It was Westinghouse, Your Honor.

THE COURT: -- (indiscernible). Wat's that?

MR DURRER It was Westinghouse. |If you recall, we
confirnmed a plan, and we did a sale through the plan. There
was -- we never had bidding procedures approved in that case.

THE COURT: Westinghouse had a proposed sal e that was
subject to conpetitive offers after the fact, but which also
provided for paynment in full of everybody, right?

MR, DURRER  Correct.

THE COURT: You don't contenplate --

MR. DURRER That's correct.

THE COURT: You're not contenplating that here, are
you?

MR. DURRER  No, Your Honor. | nust admt that we are
not contenplating paynment in full for everyone. As | said,
Your Honor, we're going to take stock of your coments and
circle up with the parties. And we'll evaluate them W're
not asking for any relief with respect to the sale today. But
| hear you loud and clear. | want to be very candi d about
t hat .

THE COURT: And on your proposed nodifications to the
DIP order, | have to admt that I'mstill not entirely sure
under stand the changes as to the investigation budget. But

you're telling me all it does is defer any consideration or
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paynment of anounts in excess of the existing budgets?

MR DURRER. Right, and with the sixty-five-percent
metric, Your Honor, effectively people could still get what
their entitled to get, based upon fee statenents that exceed
the investigation budget. But they would -- they would top out
at sixty-five percent of it until we get the tax refund in the
door, and then some other determ nation

THE COURT: M. Hansen, what's the problemw th that?

MR HANSEN. Well, Your Honor, the problemis that's
not what the | anguage says in the order. Not to channel you
too much here, but the whole concept of nodifications to this
order for purposes of adequate protection don't make any sense.

I mean, if the debtor wants to do its sale process
behi nd cl osed doors and has just said that it's not going to
prej udice any other parties' rights to bring before you at sone
sal e hearing deficiencies associated with that process, then
guess the commttee on that side is -- we'll live with that
because it preserves our rights.

Wth respect to all the other stuff that's in here
regardi ng adequate protection, we couldn't agree with you nore.
It seens to us that the reason it's all in here has a lot to do
wi t h gamesmanshi p around the process and really nothing to do
wth the points that were made by the other parties. | nean,
if you take the -- we've heard a | ot about these revised COVID

projections, but of course, you have no testinony on it, so
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it's all podiumtestinmony at this point, so it's of no val ue.

We've heard that the estate professional fees were a
shock to everybody. W all report estimted anounts on a
weekly basis into FTI. And that information is provided to
other parties, so if people don't have access to that, then
that's their own fault because the conpany has it. And they
ask us every week for updates in arrears. And it's really for
pur poses of evaluating the carve-out as it proceeds.

And then with respect to the request for the
nmodi fication of adequate protection, fromthe commttee's
perspective, we're okay with the debtors and the conmmittee
prof essional s nmoving down the fifteen percent and not tagging
the secured creditors with that and | eaving their adequate
protection in place. And so if the point is well, we needed
all these changes in the order because we were asked to nodify
ours, then don't modify it. To your point, it's negligible in
any instance.

And so from our perspective, when M. Durrer says that
| anguage at the end about administrative solvency and proof and
all that stuff is just surplusage to kind of focus on a
specific piece of this, well, if it's surplusage, then it
doesn't need to be there.

And with respect to living by the budget, we're all
trying the best we can to live by the budget. One point that

I'd al so make is that the | anguage that got injected in here

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

85




20-10418-mew Doc 402 Filed 04/29/20 Entered 05/01/20 13:52:53 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 86 of 122
THE MCCLATCHY COMPANY, ET AL
actual ly says the investigation of estate clains. The
chall enge -- the other place of the -- the investigation budget
applies to the Challenge, capital C, which is defined as the
I nvestigation effectively ultimately bringing clains against
the pre-petition secured creditors.

Part of our investigation is also against directors
and officers with respect to whether or not they' ve breached
fiduciary duty, and whether other parties aided and abetted
themin that process. So those are outside of the scope of the
I nvestigation budget, which is limted to the secured parties.

I don't know, so when | read this |anguage, | also see
a sleight of hand that was designed to try to i npose even a
further restriction on the investigation budget than exists.

So | kind of retreat to we should renove all of the additiona
adequate protection stuff in here and | eave the | enders where
they are.

If we have sone |later dispute in this case, which I
hope we don't have about whether people were over- or under-
secured and entitled to keep their AP or offset it against
their claim et cetera -- | hope we never arrive there.

I hope we have a consensual process for you at the end
of the day. But fromthe commttee's perspective, we don't
want to agree to put |anguage in here that changes anything
fromwhat we had approved, and what we all worked really hard

on to put in front of you as the formof final DI P order
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So we're okay -- and again, if there is no change to

t he adequate protection with respect to the secured parties,
then when the debtors get their tax refund, they can apply
those to basically pay people for the fifteen percent that they
took off. And this is really less about the limtation

associ ated with the investigation budget, which of course

hi ghlights the issue of why people want to try and choke us a
little bit here in this process. And it's just nore about
unnecessary aspects of the order.

So fromthe conmttee' s perspective, Your Honor, we
di sagree that this is just surplusage. Those words have
meani ng, and they are clearly designed to try to suffocate any
remaining efforts to investigate, to the extent that they m ght
exceed the budget.

And to the extent they exceed the budget, people
reserve their rights to one, object to the fees as being
unreasonabl e. And candidly, they can do that with or w thout a
budget. And two, people reserve the right to come back and say
you exceeded the budget, which was a conmponent of mny adequate
protection, and therefore, | don't believe |I'm being adequately
prot ect ed.

But I don't know. | think to put all this |anguage in
here is a shane. And it's really designed for sonething that's
very different than preserving this estate and giving thema

little bit nore capital as we nove forward. And the coment
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1|| about that they could have chosen a Mddell's or Pier 1 style

2|| process, those are both retailers that are in |iquidation.

3]| It's atotally different situation

4 So here the professionals are basically kicking in to
5/| improve liquidity and nove forward. W shouldn't have to dea
6/ wth something else that's designed to benefit the secured

7| creditors.

8 THE COURT: Al right. Does anyone else want to be

9|/ heard?
10 MR ROSENBERG  Your Honor, Andrew Rosenberg, Paul
11| Weiss, Rifkind, Wiarton & Garrison for Chatham Actually, if
12|/ anyone from Kramer Levin would like to go first. Qher than
13|/ that, | just have a couple of things to add.
14 MR. MANNAL: Go ahead, Andy.

15 MR. ROSENBERG One of the di sadvantages of not being
16| in court together. Can't just |ook over at sonebody.

17 Your Honor, | just wanted to just step back a second,
18| at least from Chatham s perspective, what we are hoping to

19|/ achieve here, forgetting individual wrds and processes. And
20| it's as sinple as this.
21 The process that we started this case with, and let's
22| just say it was too optimstic, whatever else, but obviously,
23| it did not happen. That process was designed pre-COVID and
24| simply reflected the fact that this was a business that was
25/ in -- it is nedia, it is newspapers, obviously trying to nake a
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digital transformation, but in having huge secul ar issues.

And that plan, optimstic as it may have been in terns
of times and fees, and M. Durrer can attest to this -- as is,
we barely had enough liquidity to do an exit. And there was
not unlimted nmoney. And Chatham was going to have to put in
thirty mllion dollars just to fund the exit costs of that.

Qovi ously, since you have had COVID, you have had --
and you have a tremendous anount of additional professional
fees, and |I'm not knocki ng anyone saying they' re too high,
they're too low, they just are. But it puts incredible strain
as to right now we have a liquidity of a limted anount. And
we can say what nmonth it mght expire in all of this. | prefer
not to do that on the open line. But it does have an expiry.
And it doesn't take into account the issue that we started the
case with, which was how you're going to fund the exit in terns

of all the transaction fees, cure costs, et cetera, et cetera.

So this was tight to begin with. It is much, nuch
tighter now Chathamwould |ove there to be a plan. |If
there's not a plan, there needs to be a sale. |If there's

sonmebody who will outbid at the right price, Chatham does not
have to own this thing. Brigade does not have to own this.

Happy to have sonebody outbid us.

What we've been -- what we are deathly afraid of is
t he people who may be -- depending on where val ue break, we nmay
be -- this entirely a first-lien affair, particularly in termns
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of where all the costs are comng out of. If there is no
surplusage, it may all be comng out of that and, again,
I ncreasi ng pressure on how you're going to fund the exit here.

What we can't have though, Your Honor, and what we've
been trying to avoid, is that we go through a whol e nedi ation
process -- and there's been a little bit of talk about it, but
the one thing | will say is that the first offers came in this

week, though we've obviously been at it a long time and would

have a while to go if we're going to acconplish anything -- is
to have a plan or sales process -- a plan process or nediation
process fail, and then have to switch to a 363 process.

However, we do it, if we don't get that started, we do not
think there's enough liquidity and to fund an exit in order to
pivot, unless you do themin parallel tracks.

So what we've been trying to -- we've tal ked about
this to the debtor forever, is to have a parallel track, so if
a plan process does not work, a sales process is underway. And
whatever it is, and whoever gets the highest bid or whatever
else, we'll live with that. But we just don't have tine to
have a pivot froma potentially failed plan or nediation
process to a sales process that one end and have the other
start. There's sinply not enough liquidity, not enough exit
costs in our viewto make this work.

So the main thing we're trying to do is to have a dua

process so that, if the one process doesn't work, the other is
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ready to go. And to not -- and to have sone governor -- and |
don't care what it is, on admnistrative expenses, professiona
fees, including as | said, we're willing to chip in sonme of
our -- or defer sonme of our own here just to nmake sure that
there's enough to get through this process. That's it.

To the extent that it seens to be a natural
inclination to say that Chathamis sonehow gam ng this process
or pressuring -- or sonething else as an interested party, yes,
we are interested because we have hundreds and hundreds and
hundreds of mllions of dollars of secured debt. Mich of it
was "new noney," so we are extrenely interested. And to the
extent there's a shortfall, it very well may be com ng out of
Chathami's hide. So we are a interested party.

That being said, we do not have to own this thing in
any way, shape, or form W're happy to work on a process.
And in terms of a sales process, as long as it's a fair
process, if we are the successful bidder, then we will be. If
we're not, and sonebody outbids, ultimately, we're okay with
that too. So we're not trying to gane this process in terms of
making it so that we're the "wi nning bidder".

W're trying to nmake sure this process is started and
has a reasonable tine frame in the context of COVID, secul ar
decline, limted liquidity, and a real concern as to how and
who is going to fund this exit, because we do not have

unlimted resources to do it.
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So that, Your Honor, is ny five-mnute sunmmary, but

thought it was inportant to hear Chatham s perspective, because

we keep getting painted as sonebody who's up to something or
gam ng or sonething else. W want to nmake sure that this is
a -- that this business has an opportunity to survive through
plan or sale, and we just don't want to see a process unfoldi
t hat perhaps does not give it an opportunity to survive.
That's all we're | ooking for.

THE COURT: Ckay. Anybody el se wish to be heard?

MR H GANS: Your Honor, this is Ben Higgins for th
U S Trustee. 1'll be very brief, Your Honor.

THE COURT: Ckay.

MR HGAINS: Wth respect to the sale process, we
were confused as to whether the debtors were seeking approval
of the stipulation and seeking Court approval of the -- of th
deadl i nes, including the May 5th deadline. And our position
think is fairly well summarized in the comments that you' ve
al ready nmade, Your Honor

But we believe that any sal e process should be
di scl osed up front on notice to all parties-in-interest. And
the Court should have an opportunity to review that to
det erm ne whet her those procedures are reasonabl e, and whet he
they' re designed to naxim ze the return to the estate.

It sounds like the debtors are now -- or maybe they

have never been seeking approval of their process today. So
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"Il leave it at that, Your Honor, but we were concerned about
it. And if they are seeking approval at a later date, | think
these deficiencies, if there are deficiencies, they need to be
dealt with so that everybody has an opportunity to raise those
I ssues with the Court in some format. Thank you, Your Honor

MR. HANSEN. Your Honor, it's M. Hansen again for the
commttee. Just one point | wanted to remark on, which we were
surprised to hear, was that Chatham and Bri gade are not under
NDA with the conpany. | mean, they have access to the current
data roons that the -- at |east as we understand it. | don't
know at a business-person |level, but certainly at the
professional |evel, and they can speak for thenselves on this
call. But to the data roons associated with the nediation
process, and those data roons do include the updated nodel s and
original projections.

And it appears that other bidding parties in
connection with the sale process don't have access, at l|least to
those nodel s and other things that are in there. So it speaks
to the heart of the integrity of this sale process. And again,
it'"s the debtors' call on howthey want to do it. It is really
li ke, at the end of the day do they want to put thenselves at
risk that they ran a bad process, and it wound up in a bad
result? Like God bless if it turns into a wonderful result.
Like that's great for everybody.

But on the -- our view at least is that in this
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environment, running a process in this manner creates a |ot of
skepticismassociated with bidders. And we would al so
obviously prefer if this was done in a nore traditional and
strai ghtforward manner, and that debtors denonstrated that it
has tine to do it. But we just wanted to point out to Your
Honor that at |east fromwhere we stood we were surprised to
hear that they are not under NDA and may not have information
to financial info, because it's certainly been pushed around
I nsi de the nediation, which they're parties to.

MR DURRER  Yeah, Your Honor, this is Van Durrer.

Let ne speak to that just quickly. And then | don't have
anything further. The information that Chatham and Bri gade
have is pursuant to a mediation process. Your Honor has an
order on that. And there's an absolute prohibition on sharing
that information, nunber one.

Nunber two, the projections that are -- that M.
Hansen just referenced are disclosed. W have a disclosure
statenment. It's filed. The whole world can see it. And so
there's no issue there.

And then there is no suspicion regarding this process
other than by the commttee itself, which we've had them
involved init. And by the way, none of these concerns -- none
were raised with us in the many interacti ons between Evercore
and Moelis. They only found their way into a pleading. And

the bi dders thensel ves, twenty of them are engaged with us on
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a daily basis.

So if there was sone suspicion, I'mat a |loss for
where it is. And everybody at Melis has ny phone nunber.
Everybody at Strook has ny phone nunber. |If you have
suspi cions, ring me up.

THE COURT: Al right. Anybody else? Al right, on
t he proposed order, there seenms to be a disconnect between its
wording and its description during the hearing today. |If al
you wish to do is to say that people will live by the budgets
to which they previously agreed in terns of the investigation,
and anything in excess of that budget will only be paid if and
when approved by nme, | don't even see that that's a change to
the DIP order. And that would be fine.

I f what (indiscernible), though, is to put a cap on
professional fees in total, froma perspective of adequate
protection, targeting the investigation budget particularly is
not an appropriate adequate protection way of doing that. It
may provi de additional confort to the people who are being
i nvestigated, but if the concern is adequate protection, that's
not the answer.

And if sonebody thinks that there has to be a cap
that's not already in the existing DI P papers, a cap on
prof essional fees, then they need to propose that as an overal
cap not targeting the specifics of the investigation budget. |

won't approve it in that format. It seens inappropriate to ne.
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To be honest, I'"'mat a |oss to understand why any
change to the DIP is warranted by what | have in front of ne.
It seens to me what the lenders mainly wanted was a sale
process, and yet, the parties seemto want to do that on their
own without making it subject to comrents by other creditors
and getting ny approval of the process in advance.

| cannot say strongly enough how crazy that seens to
me. Maybe you don't trust what | will do wth a sale process,
but it nakes absol ute positive sense if you think a sale
process is appropriate to get approval in advance for what the
terns of that process will be and not just to take the chance
that you will be several nonths into the future and find that
either agree or didn't agree with sonmething that you did. That
just doesn't make sense.

(Break in audio) a nodification of the interim
paynments to professionals, which the other professionals have
said they would be willing to agree to do -- if the first-lien
hol ders will agree to a deferral of fifteen percent, that's
fine. If they want as a condition of that a limt on the
i nvestigation budget, that's not fine for the reasons that |'ve
said. It's hard for ne to see that you really need their
agreenent on the deferral.

And if they think that the circunstances in the case
as a whol e have changed so that they need sonething nore than

the existing adequate protection, and nore than what will
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happen in terns of a sale process, then they can so request,
and I'll schedule a hearing on it. But it'll be a hearing
where | will decide not only whether they're entitled to
addition adequate protection but whether they're entitled to
what they already have, because | w Il consider the whole issue
to be open again, including for the commttee to reinvestigate
the issue. So let ne know how you' d |ike to proceed.

MR, ROSENBERG  Your Honor, it's Andy Rosenberg. |
think we need to confer a little bit anmongst our -- we hear
you, and | think we just need to confer anongst ourselves,
whi ch again, if we had a hallway, we would go into it, but we
don't.

THE COURT: Ckay. That's fair. And listen, |
understand that your clients have been accused of many things
here. 1t's not ny objective to pre-judge any of those issues
or to even try to limt a reasonable sale process. | do want
to nmake sure that whatever process we have actually does
maxi m ze val ue and actually does not unnecessarily limt the
ability to pursue those cl ains.

And it's in everybody's interest to get clarity on
those terns up front rather than |l ater

MR. ROSENBERG  Under st ood

THE COURT: Ckay.

MR, DURRER What we'll do -- this is Van Durrer, Your

Honor. Wat we'll do is we'll confer with the parties,
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I ncluding the commttee regardi ng Your Honor's conmments and
hopeful Iy cone back to you wth a consensual form of order
Gt herwi se, we m ght have -- we mght ask for Your Honor to hop
back on with us perhaps by tel ephone.

THE COURT: Al right. That would be fine. And you
shoul d see if you can agree on the terns of the sale process
here.

MR DURRER. That would be on ny list of things to
I nqui re about, Your Honor.

THE COURT: | don't really understand why that shoul d
be so hard. There's got to be sone things you can -- you can
agree on with the comittee.

MR, DURRER  Again, we conpletely agree with Your
Honor, and we've spent time on the phone -- the bankers tal king
about his, and we woul d have hoped that someone would raise
their hand if there was a violent reaction to it.

THE COURT: Ckay. Al right. Al right, then let's
do that. What I1'd like you to do is to report to ne on Mnday
as to -- as to the progress of continued di scussi ons anong you
as to whether you can all agree on a sale process. And | would
very much like you to try to do that. Ckay.

MR. DURRER  Understood, Your Honor. Thank you.

THE COURT: Al right. Anything else for today?

MR DURRER | think that's it, Your Honor. Thanks

again for your tine.

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

98




20-10418-mew

© 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

Doc 402 Filed 04/29/20 Entered 05/01/20 13:52:53 Main Document
Pg 99 of 122

THE MCCLATCHY COMPANY, ET AL 99
THE COURT: Thank you very much.
MR, HANSEN:  Thank you, Your Honor.
THE COURT: Al right, thank you. W are adjourned.

(Wher eupon these proceedi ngs were concluded at 1:10 PM
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