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FH on Application to Enpl oy Skadden, Arps filed Feb. 8, 2001 (pldg #17, obj,
209 and 253)

FH on Application to Enpl oy Price Waterhouse (pldg. #15, obj. 208)

PH on Motion for Order Authorizing Debtor to |Inplenment Enmpl oyee Retention
(#295)

PH on Application to Empl oy Peter J. Sol onon (#185)

Attorney for Debtor: Robert Jacobvitz and Richard Levin
Attorney for Price Waterhouse: Charles Beckham and Loretta Cross
Attorney for UCC. WIIliam Davis

Attorney for UST: Ron Andazol a and Leonard Martinez- Metzgar
Attorney for Heller Financial as Agent: Paul Fish

Attorney for MetLife: Jennie Behles

Attorney for NM Beverage: M chael Cadigan

Sunmary of Proceedi ngs: Exhi bits

Testi mony

M | MPLEMENT EMPLOYEE RETENTI ON and APPLIC. TO RETAIN PETER J. SOLOMON AS
| N\VESTMENT BANKER - FH SET FOR MAY 22, 2001 @1:30; PARTIES WLL WORK QUT
DI SCOVERY DEADLI NE, BRI EFS DUE MAY 4, 2001, RESPONSES DUE MAY 14, 2001 AND
REPLI ES DUE MAY 18, 2001 - DEBTOR S COUNSEL WLL SUBM T SCHEDULI NG ORDER

FH ON APPLI C. TO EMPLOY SKADDEN, ARPS AND APPLIC. TO EMPLOY PRI CE WATERHOUSE -
TAKEN UNDER ADVI SEMENT



AFFI RVATI ON OF DECLARATI ON RI CHARD LEVI N (sworn)
AFFI RVATI ON OF DECLARATI ON OF ROBERT J. JACOBVI TZ (sworn)
AFFI RVATI ON OF DECLARATI ON BY MORTENSON ( swor n)
Davis: Call Richard Levin.
TESTI MONY OF RI CHARD LEVI N
CROSS EXAM NATI ON BY LEONARD MARTI NEZ- METZGAR
Jacobvitz: No redirect.
CROSS EXAM NATI ON BY COURT
REDI RECT BY DAVI S
Davis: Call Robert Jacobvitz
TESTI MONY OF ROBERT JACOBVI TZ
MM No ques.
Davis: Ask for a ruling on the late obj. of M. L. on the exh.
Ct: Already admitted and will stay admitted. M rule is they get admtted for
what they are worth. Wen | saw that exh. | was wondering where M. Brill got
his info. Based on # of |lawers at Skadden is 1600 that the ant sonebody who
a 2.15%client of Skadden is paying Skadden a whol e bunch nore than | nake a
year. Assune it is a signif. client. Stm that one of these judge's made is
that one client who may be snmall may be darned inportant. Wet. M. B. info.
is accurate, not sure it is key to this decis. More testinony or evid?

MM  None.

Ct: Counter case?

L: Have a minute if we want to present test.?

Ct: Sure.

L: No further testinony.

Ct: Have record estab. on dtrs applic. to enploy Skadden, Arps.

L: Faxed two addit. waiver letters to UST yesterday. Don’t know if they nade

it tothe file.

No obj .

D:
Ct: WII be adnitted. Mike them exh. #41 and 42.
D: Antic. brief closing argunent.

c

| have a # of ques. What about PW

Beckham Ready to proceed.



Ct: Planning on cross exam ?
Andazol a: Yes.

Ct: How much tine?

A: 15 or 20 min.

Davis: Not partic. in this.

Ct: Get factual stuff out of way. Spend sone tine over |unch thinking over
test. Cont. at 1:30 or so.

TESTI MONY OF LORETTA CROSS (exam ned by Ron Andazol a)
(sworn)

CROSS EXAM NATI ON BY BECKHAM

CROSS EXAM NATI ON BY COURT
Recess
Ct: Start woral argunent. | have a # of ques. after reviewing the materials.
Make sense to deal wWPWC first. M. B. do you want to go first? Read
mat eri al s.
Beckham Have resolved obj. on prepet. retainer. Very little to add. Rates
they seek to have approved are higher than trad. in Al bug. market. Are reas.
and fair. Val. that PWbrings to this case. Specif. expertise on
supermarkets. M. C. has expertise on financial serv. to bankrupt and
i nsol vent co.

C: Exh. Ca signif. of themwere smaller than Furrs. Across the bar the
rates are pretty much the sane.

B: They are.

Ct: Not tal king about Pul akos and Al ongi doing this?



Ct: Trying to estab. a multi-dtr case has conplex. conpared to single dtr.

A. Edwards case - entities are admnis. consol. Wregard to cases where there
is subst. consol. Have to be separ. plans filed. Just are a # of things that
have to be done in a ch. 11 proc. Separ. entities. That situation would tax
the serv. froma natl. acctg firmto a far greater extent than a single dtr
situation. Addit. | would point to the Mcroage case. Dist. of AZ Exh. 16
at pg. 2. Parag. 1(a) shows that you have several differ. entities. Cover
sheet shows they are jointly admin. cases. Top rate of $330 an hr. Test. was
in the Mcroage situation part of the reas. it was |lower the prof. have a
lower chg. Exh. 15 is the enp. applic. for PW Pg. 3 of that exh. the
factors in addit. include bankr. consulting. Under that subparag. Cis much
the sane duties that are involved in this case. Assist. in negot. and prepar
financial reports. Had many of the sane serv. rendered here. Hourly rate
sched. is subst. lower than we had in this case. Applic. tops off the |ower
rate. Wo belaboring the point the rest of the exh. show that. Only one

ot her case on exh. C which shows the rates req. Wener stores filed in

Del aware. Top rate in this case is $590. No evid. has been introduced to
subst. why this court should approve a top hourly rate of $590. This is a
single entity involved in the ch. 11 proc. Has acctg dept. Staffed w CPA's.
Get financial info.

Ct: Said lots of times she didn't get the info. she wanted. Doesn’t sound
i ke anywhere near where should would like it to be.

A. Certainly. Do acctg to get that info. Hourly rates are deter. under the
Johnson factors. One of the consider. is awards in simlar type cases.

Submit the hrly rates shown are anple evid. of awards in sinilar type cases.
Johnson factors is diffic. of natters being performed. Not tal king about Dow
Chemical or Bugle Boy. Large publicly held corp. 71 store grocery chain that
oper. in NMand West Texas. Not the diffic. in prov. the serv. to this client
that would nerit the hourly rate scale.

Ct: Addr. Exh. C

Beckham Those rates were approved pursuant to fee apps. Applic. to enploy
may have had a broader range.

Ct: Helps estab. the market. What's asked for. Approval is what estab. the
mar ket .

B: Depends on what prof. worked on the project at the tinme. Top rate is $570
- $590.

C: M. Reagan.

B: He has a abundance of expertise in retail bankruptcies. Cases on exh. C
are the cases Ms. Cross has worked on. Denpbns. of the rates the market is
payi ng for her services. M. A did concede that the serv. of a natl. firm
were necess. in this case. Conplex case. Req. serv. of a natl. firm M. C
and her team have expertise on retail bankr. and grocery stores.

Ct: How much work at $570 an hr

Cross: Focused on enp. retention and pkgs assoc. Negot. the financing. Made
sure covenants were put in place. Specif. iss. that deal wretail. Can't
tell you how much.

C: | think your char. was a caricature. Wat is the resp. to the Johnson
case.



B: Johnson factors - not looking at applic. to enp. At tinme the fee applic.
was approved.

A In M. B. brief wregard to the Johnson factors he does cite the 10'" circ.
case that has been adopted. Novelty of ques. involved. Approp. to take those
two factors into consider

C: | can’t decide this right now Not going to decide either one this
afternoon. WII try to have out at begi nning of week. Need to |ook at notes
and test. Won't nake decis. on PWthis afternoon. Sane thing applies to
Skadden, Arps enp. Myve to Skadden, Arps.

Levin: The papers said everything we want to say. Tried to be thorough and
conplete. Don’t have anything to add. Not necess. to highlight. My wish to

reply.

Ct: Entitled to rebuttal. G ven inportance want to nake sure you have a
chance. What's of counsel nmean at Skadden

L: O counsel usually is a senior or retired counsel who work part-tinme who
prov. wi sdom and exper. | do know Curtis Barnett. Just retired. WAs genera
counsel . Now of counsel in our Washington Office. Counsel is nore senior

t han an assoc.

C: Eq. partner.
L: Don’t have anything other than eq. partner. Over $300, $320.

C: Is this a matter pursuant to InterWst Business in which | have discretion
or sonething | don't have any discretion

L: | do think you have discretion. Issues raised have to do primarily w fact
that creds are clients of Skadden, Arps on related matter. Nor anything that
puts the dtr or it’s counsel in a position adverse to these clients. The dtr
has agreed wthe sec. creds as to the valid. and enforceability of clns.

Anyt hing that mght be directly a potential conflict has been set aside.
Sonething may arise in the future. Re: LaSalle Bank

CG: Didn’'t think so.

L: If we were to lose 2 Y¥onot cause destruct. of firm Counsel involved in a
matter for the other client. Big V. Partic. focus on that iss.

Ct: He did mention those things as well

L: Abandon a small client. | don’'t want to reopen the test. Wn't influence
the conduct of this case. In the very snall firns the partner owns the
client. Not situation we have. Consented to our repres. Bankr. is not so
easy and |’ve struggled for years when at a smaller firmhow to apply the two
party conflict rules and multi conflict rules. Do not take chances. Addr. it
directly wthe client. Seek waiver. Fact of getting the waiver. W do the
kind of |awyering. Be cautious and nake sure.

Ct: What about the UST position that 80% of the eq. holders are Skaddens
clients.

L: Not uncommon for a firmto repres. a dtr and shareholders. In 9" circ.
there is a per se policy. Bent when nultiple creds. Involved in a ptnrship
case where we don’t repres. the gen. ptnrs. Mst cts have said that creates a
di squalifying conflict. Don't think the UCCis arguing there is val. for the



eq. | can tell you that the eq. holders...
Ct: | have violated ny rule on what is on the record. | viol. it when | asked

gques. that was redirected to Ms. C. CQught to stick to the factual record.
Stick wwhat is on the record.

L: Not conducting the case in that matter. Don't think the eq. repres. is
rel evant. Where the potential for conflict arises.

Ct: UST alleg. in dip financing has already taken place. Construed ag.
Skadden’s interest. Can’'t phrase it any better.

L: That is not the case. That is market. | can't recall a case where the
sec. cred. did not req. the dtr to waive. W could not conme up w any case
where that was the case. Non-bankr. work where new noney is given. Release
of prior activities. Not put new noney in a |lawsuit.

Davis: Iss. raised recently. It is in ny opin. not so nuch in the court’s
di scret.

Ct: Wuld be abusive discret. to allow Skadden to be enpl oyed.

D: Yes. Reply brief don't ques. major. of pertinent facts. MetlLife is a sec.
cred. for $37mil. % of sec. Cred. class. Cmof $2.8ml. MetLife was $15m |
of dip financing. Not a case where there was prior repres. Mst of the cases
are cases that talk about a firms prior repres. Falls out of prior relat.
Ongoi ng rel at.

Ct: But, not on these matters?

D: Therein lies the ques. Code says under 327 - wording is they do not hold
or repres. int. adverse to the estate.

Ct: UCCis not clmng S. repres. MetLife on any of the trans. you just
descri bed.

D Right. SA repres. MetLife in orig. trans.

Ct: 1995.

D: Brings SAinto deal. At end of initial purch. SA becones Furrs counsel.
SA repres. Furrs in all of those activities. At the tinme SA beconmes counsel,
they brought into case by MetLife. M is Y% owner of the dtr. Supplied

wor ki ng capital thru sec. and unsec. debt. State they repres. the dtr. Hold
an interest wregard to M. future. Not disputed.

Ct: 5-6 years ago. How long does it take for a relat. to wither up? No
| onger considered to be repres. that client.

D: Not cont’d to wither up. Cont. to repres. them
Ct: On other matters.

D: MIlions of $ of revenue. 1/4% of revenue cones from MetLife. Long cont.
relat. w MetLife.

Ct: Differ. argum having them brought into Furrs relat.
D. Came into Furrs from MetLife.

Ct: Cont. repres. Fact that it started in 1995 and Skadden did what |awfirns



love to do. Wrk w one and find they have a new client out of that
transaction. Have a case where they have MetLife in a case. Constitutes an
adverse interest.

D Big V case. Client for a long period of time. Dispute this concept that
it is wholly unrelated. Signif. portion of the revenue base. Were | see the
conflict. Get signif. fees fromMetLife. Preserv. of those fees.

Ct: Don't have a case?
D:  No.
Ct: Doesn’t nean you have a valid argum

D Clear onit's face. MetlLife is a player in every aspect. Admt they have
asignif. sec. cIm Unsec. clmaccord. to stmt and sched. Qur position that
relat. is so intertwined they can’t possibly disregard that when naking decis.
inregard to the dtr. Tried to develop in regard to the plan. Not docs
reviewed wregard to the conflict iss. Seenms to ne the plan and DS is the
primary doc. wregard to a conflict. Addresses rights of a cont. client in
every facet of this case. Mopia. Wen doing dip order didn't have to tell
dtr of relat. wMtLife. Ddn't have to tell client to get separ. counsel.
Maki ng decis. on their own conflict. Fact that in the dip order wherein they
said the dtr can’t contest the sec. rights of prepet. |lenders who are MetLife
and others. Undeni able evid. that Skadden, Arps didn't get an i ndepend.
party. Prepet. sec. agnts will govern what MetLife rec. on sec. clm SA
can’'t make decis. \Whether or not all the dip orders in the world wai ve sec.
int. doesn't make differ. on this order. Dtr should have been advi sed.

Deter. sec. interest.

C: | didn't hear M. L. say they couldn’'t advise the dtr when it ought to get
separ. counsel. Thought that is what M. L. said in respect to a retainer
agnt. Second thing is | thought what | heard M. L. say is that they did a
financing trans. for Furrs. Good oppor. to access the circum w respect to
MetLife's position. Had that info. avail. to them when negot.

D: Advised dtr to seek other counsel. Not in my recollect. M understanding
that was sonething they would ook at in the future.

C: I'masking you a lot of these ques. Asked M. L. ques. when test. You
are getting these ques. in lieu of having someone on the stand. Wat about
M. L. test. that the reorg. have conpetitive ethics that they pursue their
job hammer and tong in connect. wtheir duties in repres. dip.

D: If that assert. held weight, would happen to every atty in country. Don’t
think any atty can nake argum there is an obvious conflict. Essence of
havi ng your honor deciding a conflict.

Ct: Have that one case.

D: O her ques. is why Skadden didn't say we are too close involved. GCet
another natl. firm Are firns tht don't get 2 Yo of revenues from MetlLife.
Have repres. dtr in many trans. subj. to scrutiny.

Ct: One of the advantages having famliarity wthe dtr.

D: Makes that argum Case in brief that says the bankr. code bal. the defic.
Ct: Hol di ng adverse interest.

D: Made decis. Sacrificed of appear. of unbiased repres.



Ct: What one court said. Answered ques. Wy would Furrs think of hiring SA
Repres. themfor 5 years now. My have been the only one who coul d have
gotten anything together in 5 days.

D: Wiy woul d Skadden take the repres. wall of those conflicts. Sone other
firmdoesn't have those conflicts. Wregard to prefer. iss. | tried to

hi ghli ght two i ssues that denpbns. SA has been swayed. They wai ved a possible
argum w o thoroughly reviewing it. Renmenber M. L. argum Didn't say he was
famliar. Said other people in firmwere famliar. These things are obvious.
Affected case already. Handling of dip order. Second, is iss. of prefer

Not before court whet. SA will have to return portion of nobney. Wet. SA
woul d be a defendant in a prefer. action. May raise 547 (c) defenses creates
adv. action. Took nmoney. Not disputed. Second portion of pynt on invoice.
They don’t dispute prina facia case.

Ct: Ques. about whet. a Dec. 29 invoice gets paid on Feb. 2 constitutes ord.
course of bus. | didn't understand why SA say took $120k and got $130k but we
ended up doing a ton of work. If look at it in that period of tine the dtr
got a whol e bunch of service that woul d have consuned the entire $250k and had
serv. left over. Read briefs. Has to be intent to go w contenpor. exchange.
SA said if we have to give noney back, we will. Dtr didn't suffer a |loss, the
tech. are such ought to be enough to disqualify.

D: UCC position is if take on their face and don't conme up til second
suppl enental affidavit, becanme a |ikely deft.

Ct: Thought you raised it in your brief.

D: Iss. of giving back $69k. Apply to signif. serv. |[|f had done that on day
one, that woul d have been fine. Retainer agnt doesn't say that. Applying
$130k to a pre-pet. bill. Not paid in ordinary course of bus.

Ct: Wen | read brief by UCC, one of the first things that occurred to ne.
Spent a ton of tinme which would have overwhel ned $250k. Coul dn’t say why SA
didn't char. it as that way. Had they at the begi nning woul dn’t be an iss.
What's prob. of looking at it that way now. Have sone other purpose in
approachi ng this.

D: Twofold. |If had only applied $250k activity would not have been paid.
$130k plus asserted and late billed ants. $250k retai ner going forward.

Ct: From Feb. 2. Chewed up frequently.

D: $250k worth of bankr. serv. Take a portion of that and apply it. Creating
a prefer.

Ct: Situation where SAis saying if anything left not worried. Already waived
sone. Need to look at. Was a way to easily charact. Not resulted in a |oss
to SA. |I'mstruggling to understand why UCC is so focused on that.

D: Dtr loses that ant of noney applied in the bankr.

Ct: SA said if prob. w$69k will give credit of that. Apply as they do the
wor k.

D: $189k is not bankr. work. That is pre Feb. 2 general repres. of Furrs.
Pre-pet. unsec. clm Taking $130k and appl yi ng ag. non-bankr. work. Go into
ord. course argum Raise def. and becone deft in adv. to recover that prefer

Ct: 547 to take care of situation to pay down debt. W rk in Jan. and paid in



Feb. Recast it and get rid of prob.

D: May want to. Not what they proposed in their brief. Credit on $130k.
When SA entered into this relat. They created a prefer. wo taking a prefer.
of a pre-pet. bill. Be a deft in a prefer. action. Not supp. to be here
today to decide of a prefer.

Ct: Here to decide whet. SA ought to be enployed. M perspect. when | listen
to trials and notions. M ques. is given SAdid all this work prev. if SAis
forced out dtr will spend nore noney in getting sonebody el se up to speed.
What is it that is notivating the comm to oppose their applic.

D: Holds an interest on cont. repres. of MetLife and CreditSuisse. Entire
structure of the plan and ongoing litig. will be colored by that underlying
exist. relat. between SA and the two nmajor creds. Comm bel. put in major
disadv. to rec. a plan and discover the underlying reas. As to why a certain
plan is proposed. Mist nodify int. that M. and CS holds. Having an atty
repres. the dtr that has this vital interest will color and distort prov. of
the plan. My be sales free and clear of liens. Activity by the dtr. Ques.
we struggle wis whet. a lawmfirmwthis connect. would cone to sane decis. and
concl us. as SA does.

Ct: Get sonmebody who is nmore neutral to max. return to estate. Wy not obj.
to rates.

D: Larger than rate iss. Let UST proc. wthat iss. Qur orig. obj. obj. to
the rates. Comm was nbst concerned whet. the repres. would be unbiased. Let
UST carry the rate wregard to the rates iss. Comm is outside the info.
flow Doesn’'t know what oppor. the dtr nay have to sell stores.

Ct: Doesn’t nake sense. Saying if offer cones in won't get copy.

D: Not confident of that. Comm has decided to hire an invest. advisor to
make sure the comm is inforned w whatever disposition oppor. there may be.
Better served by an atty whomdid not have these iss. SArec. many ml. of $
a year.

Ct: Comm is entitled to get the info. the dtr gets. Qught not to be an iss.
I f having trouble getting doc. get on phone w court wother side. | would
have said give themthe stuff.

D: Undi sputed the SA has intertw ned connect. w M and CS. M. and CS own 90%
of the conpany and major portions of the debt. Atty w o those connect. and

affil. would nmake decis. and advice not subj. to being biased. Raised iss. of
dip financing. ldentify iss. where that interest may have swayed decis. by
SA.

Ct: Do you have any evid. that is not the pattern around the country.

D: L. testified they did not review those. Fact he didn't review those is
indictive. Find a challenge to M. sec. int. Did not advise dtr to seek other
counsel. Directly adverse to his clients M.. Drawing |line that says that is
an inditia of an unfort. situation.

Ct: Comm has right to exam pre-pet. sec. int.
D: Yes. Doing that.
Ct: Right to bring it up. By and |large that nost of those financing things

will be bullet proof. |If not, good for you. It does seemthere is sonething
to be said the coonm has the right. What S did constituted evid. of a



conflict of int. Mean they shouldn’t repres. the estate.

D: SA should have inforned the dtr that they were waiving clns ag. one of it’'s
| argest clients. Wregard to the second suppl enental declar. it seens that SA
has cone to the realiz. that they have conflict iss. Sugg. JTWwoul d take
over iss. where they had a conflict. The course it chooses to take is the

worst of all. M. J. said his firmis not qualif. to take on...
C: I'll read it again.
D: Don't have exper. and resources to be |ead counsel. This affid. seemto

sugg. you have to have a natl. firmwcredib. to take battle w another natl.
firm Recog. prob. Proposed a solution that the docs sugg. is unworkable.

Ct: Don't read the docs that way. Put together a strategic plan to pull these
folks out. More run of the ml| kind of stuff |ike prefer. screens would | eave
toJ. firm | hear the argum you are making. 1s a prob. here.

D: He says in parag. 10 JTWw Il handl e anything that is an adverse action.
Going ag. other parties wregard to pre-pet. |ending.

MM G ven the way the argum have been going | can proc. wargum or if court
wants to ask ques. fromget go is fine.

Ct: Tal k about rates?
MM No.
Ct: Do a present. Asked a lot of ques. of M. D. already. Can fill in gaps.

MM | will say there is one case that | found that dealt w situation in this
case. Solv-Ex. Approach that Judge MFeel ey used is very applic. in this
case. Approach he took is he |ooked at all those factors. Rose to the |evel
of a conflict. That approach is on point. Al of the connect. SA has is such
that taken together there is a conflict of interest. |If look at Heller
connect., SA repres. Heller that is not related to dtr. Bothered nme - Heller
clmis disputed. These are the ques. the unsec. are going to be asking.

| F | ook at percentage w se, can say that. |If apply article, it is subst. ant.

Ct: Subst. is in eye of behol der.

MM Several court’s that say it doesn’'t matter how rmuch it is. Two clients.
Shoul dn’t matter how nuch they are paid. Have M. - got a situation where SA
has repres. M.. Conceded sec. docs too. Ques. has to be asked why was that
done. Paid dimn. ant.

Ct: Al speculation. Perhaps that is your point.

MM M. L. prov. three differ. financing orders. One fromAZ and none from
Del aware. Ntc none were fromthe 10" circ. InterWst says that one of the
fiduc. duties is the trustee nust exam ne an exchange of creds. Those iss.
have been wai ved al ready.

Ct: Not waived by UCC. If a bus. judg., not clear |I need to take I|nterWest
case that says you can’t enter into a dip financing order. Effect of what you
are arguing. Say reversible w InterWst case.

MM Saying have to be careful. |Wsays you have to be careful. WII get
yourself into a conflict. Two sec. lenders that had di sputed clns already.
FM and Heller. Look at |lang. of IWcase. Be aware of what it says. Fact
specific. Look at 10'" circ.



Ct: Understand it is governing |aw.

MM 3 cases. Two out of 3 disqualif. counsel. One that did not used a wait
and see attitude.

Ct: Dynanmark case. That judge was criticized.

MM Have to | ook at counterevailing policy. Don't have a potential conflict.
It happened.

Ct: Ckay to take Dynamark approach?

MM  Envirodyne case. Disruption. Cause disrupt. if change |awers in md-
stream Conflict should outweigh. M. D. nentioned how the unsec woul d be
concerned. Have same concern. Going to be a min. of taint. WII follow them
t hroughout case. A lot of creds will ask how hard will SA try when it cones
time to negot. for them Second point is what differ. will it make nowif M.
J. will review clns on behalf of dtr. Same thing w waivers. Doesn't matter
anynore. Already conceded their clnms. Wen it cones to reviewi ng their clns.
M. L. testif. about the press. they felt fromsec. creds on first day hrgs.

C: | think there is reality and then there is a construct sonme people put up.
Decis. that were made on first day of this case may be critiqued hindsight.
Threatened to col |l apse. Restock the shelves. Sold as going concern. | am

not concerned that the dip order says the dtr won't challenge the sec. |enders
position. Oherw se, wouldn’t be many of us sifting thru the cold ashes.

MM | respectively disagree. Don’t know if that would happen. A lot of tines
you find in comrercial world. Have rules you have to follow. Exani ne cl ns.
Can't ignore them

Ct: Enough on that iss. Go to next point. Second supp. declar. Rates.
Looks like they are chging | ess than those rates.

MM Docs. we pres. as exh. are rates the court should |ook at. Not saying
Furrs is not conplicated. Not natl. case. |Is nore of a regional case. Set
what ever reas. rates would be. | don’t know what those are. |In the mddle.

Ct: Not talking about the MIler resp.

MM No. Local rates aren’t approp. Not natl. case though. Sonmewhere in

m ddl e. Maybe closer to top. Reduce Goffrman’'s rate to $550, M. L. to $525.
By 10% Reas. sugg. Wthe connect. the SAfirmhas it was telling when |
read I nterWst over and over again. Judge Lions was correct when he said
given the facts in the case he didn’t think another judge would decide it
differ. Disqualify SA bec. of conflict of interest.

Ct: Specif. test. which SA repres. and |lender ag. dtr. Don’t have that in
this cas.

MM Right. |If you look at totality of circum and the factors in this case
and factors that Judge MFeeley used there is a conflict of interest.

Ct: The Solv-Ex case that is referred to by UST was one in which | was

i nvol ved as counsel before | cane on bench. The UCC | repres. that counsel
shoul d not have been disqualif. | respect Judge MFeel ey as an incredible
intellect, | don't necess. agree w his decis.

Recess



Fi sh: The UST's conment about shutting it down. It didn't our help to shut it
down. Not a fight of cc. Your comments nade it clear we don’t need to go
intothat. | didn't knowit was such a great victory for us. | find any
sugg. that the SA people has been |l ess than a zeal ous advocate for the dtr is
a total m sapprehension.

Behl es: | would have to agree w M Fish. Certainly have had relat. w many of
the cred. in this case. Brought up on the ni ght when negot. the DI P order

Two natural sources were the UST or the UCC or the combin. of the two. |s how
it’s done. Too late in this case. These iss. cone up late. | think the

di sruption about a conflict when taking over these iss. would do an injustice
to the UCC. Appear. of having no inpropriety. | trust M. D. and M. H and

M. C. trust themwtheir Iives as | have seen in many cases of the past.

L: I"'mgrateful for M. F. and Ms. B. remarks. Up to this point there are
tech. argum here. Listening tois areal insult to ny firm Nobody has ever
ques. the integrity of nmy firmto the extent they have today. Public percept.
is msinterpretation. Public percept. Bus. decis. were nade bec. SA was

favoring other clients. No evid. Bald accus. |If accus. is nade often
enough, the people will bel. and say a public percept. of inpropriety. Rea
insult to the firm Asked ques. what is notivating. Wat is notivating the
comm | now have heard a decis. has been nade. Obj. to enp. of CEQOs. Conm
has said it fears if a quick sale is on the horizon the facts and the econ
will dictate what happens. SA will not dictate if a sale or an interna

reorg. Conmittee wants to control this case. Matter of law that sec. creds
have int. Sec. creds have a role. Nothing to do wconflict. | understand M.

MM and UST don't cone at it fromthat perspect. Are carrying out stat.

duties. Didafine job on their brief. Pulled together a ot of stuff. |

di sagree or inpude bad notive to them [Inproper for comm to take control of
the case. Run reorg. as code contenplates. Wre a lot of |oose alleg. in the
papers. That info. is not before the court. Info. flowis free and open. W
do not encourage our clients to draft analysis or info. that has not been
verified. W got a req. yesterday that we copy every exec. contract and
submit it to the coonm Do we want to pay the fees, prob. not. That is their
choice. Not all financial info. is in perfect condition. Wet. the pre-pet.
sec. have a valid sec. agnt. Open secret there is no filings in the county
office wrespect to those | eases. Not a ques. of challenging the valid. of
the liens. WII SAlitig. vigor. on conf. of a plan, you bet we will. W are
a cred. of this case. Wuere we hold an int. A clmag. the estate is cited in
the briefs. Doesn't have to do w SA clients. W nust have the interest that
is adverse to the estate. Let nme close on the fee iss. Have a standard set
of rates. Heard M. MM say we should tailor our rates to ea. case. Standard
rate should be max. Rates we’'ve been chging this dtr for the last 5 years.
Rat e sched. they have been paying. Upon filing of ch. 11, counsel nust reduce
it’s rates. | do not think that is supp. in the code. Upon that filing we
shoul d reduce our rates. 10 weeks into the case. Intense 10 week period. |
Feb. 8 and court said this is the max. | will allowin this district, we woul
say goodbye and good luck. W stick wour clients. Percent. of fees not
disclosed til later. Help themthru this period. Mst of blood was drained
on sand. Don't know where this case is going. Doing best to nake it solvent.
Prefer. iss. - | wasn't sure your honor understood flow of tinme and pynts.

Day the case was filed we wote off $187k worth of fees and exp. Incurred
$189k of fees and exp. WII wite off $61k. W should not be req. to wite
that off or straw that broke the canel’s back, will wite it off. | hope that
answers all of your ques. and where SA is on this case.

f
d

Ct: | need to take these nmatters under advi sement and think about them

Diffic. case. | need to work thru it. PWis consider. easier. WII take
under adviserment. Oig. sched. for two hours. Has gone slightly |onger

G ves nme trepidation on May 22 hrg. | guess | would urge parties w respect to



that that we try and cut those iss. down to essentials. |If test., limt it.
Get evid. base in place and oral argum in place so we can nove on
Confortable there will be one added feature. Denons. by M. Craddock

I mportant things is those people who are not prof. that they can partic. if
they have a legit. concern. WIIl allow M. Craddock to ask ques. and addr
concerns.

L: WII iss. a decis. Method of transmtting decis.
J: Registered to rec. papers by fax.

C: If not, or a delivery box upstairs.



