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UNI TED STATES BANKRUPTCY COURT
SOUTHERN DI STRI CT OF NEW YORK
Case No. 12-12900( SCC)

- - - - - - - - - - - - - - - - - - - - - X

In the Matter of:

PATRI OT COAL CORPORATION, et al.,

Debt or s.

Uni ted States Bankruptcy Court
One Bowl i ng Green
New Yor k, New York

July 10, 2012
4: 02 PM

BEFORE

HON. ALLAN L. GROPPER
U S. BANKRUPTCY JUDGE
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Debtors' Motion for an Order Directing Joint Admi nistration of

Chapter 11 Cases

Debtors' Mdtion for an Order (i) Waiving Requirenment to File
List of Greditors and (ii) Establishing Procedures for
Notifying Creditors of the Conmencenent of the Debtors' Chapter
11 Cases

Debtors' Mdtion for Entry of Interimand Final Oders (i)

Aut hori zing Debtors (a) to Cbtain Post-Petition Financing
Pursuant to 11 U.S. C. 88 105, 361, 362, 364(c)(1), 364(c)(2),
364(c)(3), 364(d)(1) and 364(e) and (b) to Utilize Cash
Col | ateral Pursuant to 11 U.S.C. § 363, (ii) Ganting Adequate
Protection to Prepetition Secured Lenders Pursuant to 11 U S C
88 361, 362, 363 and 364 and (iii) Scheduling Final Hearing

Pur suant to Bankruptcy Rul es 4001(b) and (c)

Debtors' Motion for an Order Authorizing Debtors to File Under
Seal the Fee Letters Relating to Debtors' Mtion to (btain

Post - Petition Fi nancing
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Debtors' Motion for an Order Authorizing (i) Debtors to
Continue to Use Existing Cash Managenent System and Maintain
Exi sting Bank Accounts and Business Forns and (ii) Financi al
Institutions to Honor and Process Rel ated Checks and Transfers
Debtors' Motion for an Order Authorizing (i) Debtors to (a) Pay
Prepetition Wages, Sal aries, Enployee Benefits and O her
Conmpensation and (b) Maintain Enpl oyee Benefits Prograns and
Pay Rel ated Admi nistrative Obligations, (ii) Enployees and
Retirees to Proceed with Qutstandi ng Wrkers' Conpensation
Clainms and (iii) Financial Institutions to Honor and Process

Rel at ed Checks and Transfers

Debtors' Motion for an Order Authorizing (i) Paynent of Certain
Prepetition C ains of Shippers, Warehousenmen and Service
Providers and (ii) Financial Institutions to Honor and Process

Rel at ed Checks and Transfers

Debtors' Motion for an Order Authorizing (i) Debtors to Pay
Prepetition Cbligations Oved to Foreign Creditors and (ii)
Financial Institutions to Honor and Process Rel ated Checks and

Transfers
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Debtors' First Omibus Mdtion for an Order Approving Procedures
for (i) the Rejection of Certain Agreenents Effective as of the
Petition Date and (ii) the Abandonnent of Certain Excess Leased

Equi pnent

Debt ors' Second Omi bus Mtion for an Order Approving
Procedures for (i) the Rejection of Certain Agreenents
Effective as of the Petition Date and (ii) the Abandonment of

Certain Excess Leased Equi prment

Debtors' Motion for an Order Establishing Notification
Procedures and Approving Restrictions on Certain Transfers of
Clains Against and Interests in the Debtors' Estates
Application for an Order Appointing GCG Inc. as dains and
Noticing Agent for the Debtors Nunc Pro Tunc to the Petition
Dat e

Transcri bed by: Lisa Bar-Leib
eScri bers, LLC

700 West 192nd Street, Suite #607
New Yor k, NY 10040

(973) 406- 2250

operati ons@scri bers. net
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2| APPEARANCES:
3| DAVIS POLK & WARDWELL LLP
4 Attorneys for the Debtors and Debtors-in-Possession
5 450 Lexi ngton Avenue
6 New Yor k, NY 10017
7
8| BY: DAM AN S. SCHAI BLE, ESQ
9 BRIAN M RESN CK, ESQ
10
11
12| CURTIS, MALLET-PREVOST, COLT & MOSLE LLP
13 Proposed Conflicts Counsel for the Debtors
14 101 Park Avenue
15 New York, NY 10178
16
17| BY: STEVEN J. RElI SMAN, ESQ
18
19
20| STROOCK & STROOCK & LAVAN LLP
21 Attorneys for Certain Convertible Notehol ders
22 180 Mai den Lane
23 New Yor k, NY 10038
24
25| BY: KRI STOPHER M HANSEN, ESQ.
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1
2|| UNI TED STATES DEPARTMENT OF JUSTI CE
3 Ofice of the United States Trustee
4 33 Whitehal | Street
5 21st Fl oor
6 New Yor k, NY 10004
7
8| BY: ELI SABETTA G GASPARI NI, ESQ
9
10
11| WEIL, GOTSHAL & MANGES LLP
12 Attorneys for Ctigroup G obal Mrkets, Barclays
13 Capital as Joint Arrangers, Citibank as Adm nistrative
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16 New Yor k, NY 10153
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18| BY: MARCI A L. GOLDSTEIN, ESQ
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PATRIOT COAL CORPORATION, et al.
PROCEEDI NGS

THE COURT: Pl ease be seated. Al right. These are
first day orders in Patriot Coal Corporation, et al. 1'm
sitting in for Judge Chapman who is away and taking these first
day orders. May | have appearances from anyone who w shes to
appear today and then -- fromthose in the courtroomfirst and
then -- we have people on the tel ephone. Then anyone on the
t el ephone who wi shes to appear

MR. SCHAIBLE: Since I'mstanding here, 1'll start,
Your Honor. Dam an Schaible with Davis Pol k & Wardwel | on
behal f of the debtors.

MR RESNI CK:  Your Honor, Brian Resnick of Davis PolKk,
al so on behal f of the debtors.

MR REI SMAN: Cood afternoon, Your Honor. Steven
Rei sman, Curtis Mallet-Prevost, Colt & Mbsle, proposed
conflicts counsel for the debtors.

MS. SCHONHOLTZ: Good afternoon, Your Honor. Margot
Schonholtz of WIlkie Farr on behalf of Bof A as the pre-
petition agent.

MS. GOLDSTEIN: Good afternoon, Your Honor. Marcia
CGol dstein, Wil, CGotshal & Manges, and ny partner, Joe
Smol i nsky. W represent Citigroup G obal Markets and Barcl ays
Capital as joint arrangers and Ctibank as well as
adm ni strative agent for the first out DI P | enders.

THE COURT: The first out |enders --
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PATRIOT COAL CORPORATION, et al.
MS. GOLDSTEI N:  Yes.

THE COURT: -- so-called.

MS. GASPARINI: Good afternoon. Elisabetta Gaspari ni
fromthe Ofice of the United States Trustee

THE COURT: Anyone else? Wo's representing the
second out |enders? You're representing the pre-petition
| enders and the second out |enders, is that right?

M5. SCHONHOLTZ: Correct, Your Honor. Margot
Schonhol t z.

THE COURT: Al right. Anyone else in the room who
W shes to speak today?

Al right. Anyone on the tel ephone who w shes to note
an appear ance?

Al right. M. Schaible, where would you like --
well, let's start with -- even before you give ne any
background or give --

MR, SCHAI BLE: Yes, Your Honor.

THE COURT: -- those present background which is
al ways useful, let's deal with joint admnistration which is
strictly a procedural order but it takes a while to enter it
since you have ninety-nine petitions if I -- | haven't counted
t hem but --

MR SCHAI BLE: Excellent counting, Your Honor. [It's
exactly right.

THE COURT: =-- I'Ill take your word for it.
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PATRIOT COAL CORPORATION, et al. 10
MR. SCHAIBLE: It's exactly right. | hope. If

there's any mssing, if you could advise us, please.

THE COURT: | did read all of your papers but only one
version of them --

MR SCHAIBLE: That's fair.

THE COURT: -- not ninety-nine.

MR SCHAIBLE: Fair. | had to read themall

THE COURT: Al right. Joint admnistration. Does
anyone wi sh to be heard?

Al right. Then we'll enter the joint adm nistration
order. We'll get started on that. | don't knowif we'll be
able to get anything el se on the docket today but that wll be
a place to start.

MR. SCHAI BLE: Thank you, Your Honor. W appreciate
t hat .

THE COURT: Al right. Now, if you want to give us
sone background --

MR SCHAI BLE: That woul d be wonderful .

THE COURT: -- and then we'll go through the notions
I n any order you w sh.

MR. SCHAI BLE: Thank you, Your Honor. Good afternoon.
As | said before, I'm Dam an Schai bl e of Davis Pol k & \War dwel |
on behal f of Patriot Coal Corporation and its ninety-eight
ot her subsidiaries that are Chapter 11 debtors.

|"d like to begin today, if |I could, with just a
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PATRIOT COAL CORPORATION, et al. _ 11
coupl e of thank yous. The U S. Trustee's office noved with

extraordi nary speed and went through all of our first days in
great detail providing a nunber of very hel pful conments.
W' ve worked out all of the comments and | think, with the
exception of possibly one mnor issue, we have reached
resolution with the U S. Trustee's office on all of the orders
that we'll be submitting to Your Honor today. And | was very
grateful for the accommopbdation of the U S. Trustee's office to
work with us on that.

We're also very appreciative of the court clerk's
of fice which worked with us on the GCG cl ai ns agent retention
provi ding us hel pful comments and feedback and we appreci ated
that as well.

We're, of course, very grateful of Your Honor and your
chanbers --

THE COURT: You can wait till the end of the hearing
totell me if you' re grateful to ne.

MR. SCHAIBLE: As of right now, Your Honor, |'mvery
grateful --

THE COURT: That's fair.

MR SCHAIBLE: -- for your tinme and willingness to
hel p us out in a pinch today.

Your Honor, if | could just -- we introduced the
| awyers already. |If | could just introduce a couple of non-

| awyers. W have the debtors' financial advisors, Flip Huffard
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Pg 12 of 112
PATRIOT COAL CORPORATION, et al. 12
and Mark Buschmann and Tim Col eman, | see, of Bl ackstone as

wel | here today and a man who hopes not to have to speak to
you, Your Honor, Mark Schroeder, the CFO of Patriot Coa

Cor poration who's our declarant. And |I'll be seeking to nove
into evidence the declaration shortly. W also have the
general counsel of Patriot, Joseph Bean, in the courtroom as
wel | today.

Your Honor, I'mnot going to go into extraordi nary
detail on the conmpany. | know you've read the first day
declaration. But for the benefit of those in the courtroom and
those listening, | may spend just a couple of mnutes giving a
very brief overview

Patriot is a |l eading mner and preparer and seller and
principally two types of coal: thermal coal and netal |l urgica
coal. I1've learned quite a |lot about coal in recent days. |
used to think it was just what ny nother threatened I woul d get
at Christrmas. It turns out it's actually nmuch nore conplicated
than that. And as, unfortunately, Your Honor may conme to know,
It is very specific in terns of chem cal conposition and the
contracts that you use to buy coal are very, very specific and
detailed with respect to where the coal cones from the
speci fications, the chem cal bases, the source mnes. |It's
very, it turns out, extraordinarily conplicated.

And so we're going to be learning a | ot about coal.

And principally, the first thing | learned is that thernal
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PATRIOT COAL CORPORATION, et al. 13
coal --
THE COURT: | don't think I wll. So you can save
this for --

MR SCHAI BLE: G ve us tine, Your Honor

THE COURT: -- save this for Judge Chapman.

MR. SCHAIBLE: You'll be -- well, today you're going
tolearn a little bit about coal.

THE COURT: |'ve already learned a little bit about
coal, enough to be dangerous.

MR SCHAI BLE: So the debtors' currently have m ning
operations at twelve active mning conpl exes consisting of
nineteen different mnes. And they control approximately 1.9
billion tons of proven and probable coal which is quite a |ot.

They ship coal donestically and internationally to
various countries across North America, Europe, South America
and Asia. In 2011, they sold 31.1 mllion tons of coal,
twenty-ni ne percent of which was actually in the export market.

There are 4,000 active enpl oyees, forty-two percent of
whom are unioni zed. And the debtors provide health care and
ot her benefits to nore than 10,000 primary insureds and over
12,000 additional beneficiaries. So there are a |ot of very
real peopl e whose livelihoods are very nmuch at stake in these
cases.

Qur pre-petition capital structure -- as Your Honor

knows, we have a senior secured credit facility with Bank of
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Pg 14 of 112

_ PATRIOT COAL CORPORATION, et al. 14
Anerica as agent. On the petition date, there are

approximately 300 mllion dollars of letters of credit
outstanding and 25 mllion dollars of borrowings. W also have
51.8 million dollars of LCs outstandi ng under an accounts

recei vabl e securitization facility and two series of unsecured
notes, 250 mllion due in 2018 and 200 mllion due in 2013.

As Your Honor and others in the courtroommay well be
aware, the demand for coal has decreased --

THE COURT: |Is there a trustee for those two issues?

MR. SCHAI BLE: There are, Your Honor. And they've
been notifi ed.

THE COURT: And they have notice of this hearing
t oday?

MR. SCHAI BLE: |Indeed. |Indeed, they've been notified.

THE COURT: Al right.

MR. SCHAI BLE: As Your Honor is |likely aware and many
in the courtroommay be aware, the demand for coal has
decreased in recent years in large part because of alternative
sources of energy whi ch have becone | ess expensive, and nore
bur densone envi ronnental and ot her governmental regul ations
whi ch have nmade the m ning and production of coal nore
expensi ve, and the still flagging gl obal econony has led to
| ower demand for steel which is sonething that sone of our coal
goes to help make. As a result, we've been forced to reduce

production, idle mnes and |ay of f workers.
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Pg 15 of 112

_ PATRIOT COAL CORPORATION, et al. 15
During the first half of this year, Patriot was

approached by a nunber of custoners seeking to cancel or del ay
shi pnents of coal and, fanously and publicly, two of Patriot's
maj or custoners in the past several nonths actually defaulted

on their contractual obligations to take hundreds of thousands
of tons of coal. And that has obviously inpacted the debtors'
near-termliquidity.

The demand for coal is declining and, as | said, the
debtors face very burdensone liabilities. Froma |egacy
liability standpoint, as | said, there are 22,000 people who
are active and retired enpl oyees and dependents that rely on
benefits fromthe debtors. Retiree benefits are nore than 100
mllion dollars just this year alone. Coal Act liabilities are
approximately 140 mllion dollars in the aggregate; Black Lung
Act liabilities, approximately 186 mllion dollars; and then
wor kers' conp liabilities of over 70 mllion dollars.

In response to these headw nds of | ower denmand, | ower
prices, increased costs, the managenent has taken a nunber of
actions to try to right the ship outside of bankruptcy. They
reduced thermal coal production. They del ayed expansion. They
decreased capital spending. They worked with custonmers to try
to reorgani ze our contracts and our business going forward. W
reduced our workforce by nore than 1,000 enpl oyees since the
begi nning of this year alone. And, unfortunately, Your Honor,

due the headw nds and due to the econony in this situation, we
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PATRIOT COAL CORPORATION, et al. 16
were not able to remain out of bankruptcy.

That said, we believe that we have a very strong and
reorgani zabl e conpany. And we | ook forward to working with
parties-in-interest throughout the case, our unions, our
enpl oyees, our contract counterparties to reorganize and
restructure our conpany in a way that will lead it to be a
strong conpetitor and a solid conpetitor in the future.

THE COURT: | assume the unions have notice of this
hearing as wel | ?

MR. SCHAI BLE: | ndeed, Your Honor.

THE COURT: Al right.

MR. SCHAIBLE: |'m happy to answer any questions Your
Honor may have about the industry or the chem ca
specifications of coal or we can nove on to the first days.

THE COURT: | think we should nove on unl ess anyone
wi shes to be heard at the outset.

All right. Let's goto the first order

MR. SCHAI BLE: Your Honor, before that, may | nove
Into evidence the declaration of Mark Schroeder?

THE COURT: Well, you can certainly nove it into
evidence. There's no one here, as far as | can tell, who
W shes to cross-examine. W can take it as the basis of entry
of the other orders. But obviously, it is subject to
expl anation, cross-exam nation during the remainder of the

case.
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PATRIOT COAL CORPORATION, et al. 17
MR. SCHAI BLE: Under st ood and appreci at ed.

THE COURT: So on that basis, | have no probl emtaking
it, making it part of the record. Wuen you say nove it into
evidence, it sounds permanent and final, and I don't think it
can be for purposes of this hearing which is not permanent and
final except insofar as there are final orders entered.

MR SCHAI BLE: Under st ood.

THE COURT: Al right.

MR SCHAI BLE: You' ve nade --

THE COURT: And we'll --

MR SCHAI BLE: -- M. Schroeder's day, however.
THE COURT: -- take it on that basis unless there's
any objection. Al right. | think it's the nonobjectors who

have made hi s day.

MR SCHAI BLE: Now, | think we have nmade M.
Schroeder's day.

(Decl aration of Mark Schroeder, CFO of the debtors, in support
of the first day notions was hereby received into evidence as
of this date.)

MR SCHAI BLE: Your Honor, | think the next itemis
item4 which is the list of creditors. W worked with the
clerk of the court and were instructed by the clerk rather than
filing a list of creditors to provide that list to the clains
agent. And this notion just seeks procedures for us to serve

noti ce of conmencenent of the case and publish it in a large
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PATRIOT COAL CORPORATION, etal. 18
nunber of newspapers for our enployees and our retirees to see.

THE COURT: Al right. Does anyone wi sh to be heard?

Al right. W'Ill enter that order.

MR SCHAI BLE: Thank you, Your Honor. Your Honor,
next in order of the agenda is actually the debtor-in-
possession financing. But | would propose that we go through
the other non-DIP notions first unless you would prefer to --

THE COURT: No. No. | think it's the debtor-in-
possessi on financing that usually takes the |longest. But we'll
see.

MR SCHAI BLE: Gkay. So you'll have a little bit nore
of ny time before you nove on to M. Resnick

Your Honor, the next notion, | believe, is cash
managenent. This notion, as you know, just seeks perm ssion to
continue, on interimbasis only, the debtors' ability to
continue to use their cash managenent system The U. S.
Trustee, in particular, has sone comments on this order. And
we have made changes to accommobdate and resolve the U S
Trustee's concerns.

THE COURT: Al right. | see you' ve skipped over the
notion extending the tine to file schedul es of assets and
liabilities and so forth?

MR SCHAIBLE: Ch, I'msorry, Your Honor. |
understood that you did not want to hear that today.

THE COURT: | ordinarily don't because you get a
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~ PATRIOT COAL CORPORATION, et al. 19
statutory period. But this is a fairly routine order. W can

either deal with it or not.

MR SCHAIBLE: | would love to deal with it.

THE COURT: | gather that Judge Chapman has, if
necessary, scheduled sone tinme for you next week.

MR. SCHAI BLE: Yes, Your Honor.

THE COURT: So that's within the fifteen days that you
get statutorily.

MR SCHAIBLE: If you'll enter it, 1'll take it, Your
Honor. But --

THE COURT: Al right. Let ne see.

MR SCHAI BLE: And | should nmention, we worked with
the U S. Trustee on this notion as well. There were sone

concerns which we resolved essentially by shortening the

request.

THE COURT: So you're asking for thirty days at this
time --

MR. SCHAI BLE: Yes, Your Honor --

THE COURT: ~-- to file your schedul es.

MR. SCHAIBLE: -- with the ability to seek nore tine.

THE COURT: Does anyone wi sh to be heard?

MS. GASPARINI: No objection, Your Honor.

THE COURT: I'll enter that order as a matter of
routine.

MR. SCHAI BLE: Thank you, Your Honor.
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PATRIOT COAL CORPORATION, etal. 20
THE COURT: Wth regard to the giving notice to equity

hol ders --

MR, SCHAI BLE: Yes, Your Honor.

THE COURT: -- do we waive that? | think we put in
procedures. You're going to give equity holders notice of your
order affecting trading.

MR. SCHAI BLE: Yes, Your Honor --

THE COURT: Is that right?

MR. SCHAIBLE: -- we are.
THE COURT: So | think you should give -- | assume
you' Il give themnotice of the conmencenent of the case as

wel | .

MR. SCHAIBLE: W will along with --

THE COURT: Al right.

MR. SCHAIBLE: -- the NOL.

THE COURT: Al right. Then I'Il enter an appropriate
order with regard to extending the tine to file your schedul es
and statenent of affairs.

MR. SCHAI BLE: Thank you, Your Honor. | appreciate
that. So now, | think, we're on to --

THE COURT: But --

MR SCHAI BLE: Sorry.

THE COURT: -- now we have to | ook at the provision
with regard to the "requirenent of Bankruptcy Rule 2002(d) to

give notice to all equity holders of the debtors of the orders
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for relief is hereby waived'. | think we ought to -- and you
can consider that. | think we should reconsider that because

you're going to give themsonme notice. You really should give
them notice of the filing if you' re going to give themnotice
of the --

MR. SCHAIBLE: W're going to give themnotice of the
NCL or, | guess, just in order to save noney, if it's okay, if
we could just give themnotice of the filing in the NOL order.

THE COURT: You should give it to them together.

MR SCHAI BLE: Yes. That would be fine.

THE COURT: Have a conbi ned noti ce.

MR SCHAI BLE: That woul d be fine.

THE COURT: And you seemto inply you have to give
every single equity holder -- you give notice to the security
hol der and - -

MR. SCHAI BLE: | ndeed.

THE COURT: -- it's their responsibility --

MR SCHAI BLE: | ndeed.

THE COURT: ~-- to pass it on.

MR. SCHAIBLE: Indeed. That's right.

THE COURT: And I'msure you're famliar with that.
Al right. | do usually pass over the order establishing
noti ce, case managenent, and adm nistrative procedures until we
have a commttee --

MR. SCHAI BLE: | understand that.
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THE COURT: -- so sonebody el se has an opportunity to

| ook at that.

Al right. W'Ill cone back to the DIP order. W go
into volume 2. At least | do. Al right. Volune 2. Al
right. Next is cash managenent. Now we are up to cash
managenent .

MR, SCHAI BLE: Yes.

THE COURT: Al right. This is obviously an inportant
order but also a routine one. Does anyone wish to be heard
with regard to the cash managenent order or do you want to
explain a little bit further? | guess you're giving each of
the ninety-nine debtors an adm ni strative but not superpriority
cl ai m agai nst the other debtors for funds transferred during
t he course of the case.

MR SCHAIBLE: It's actually technically superpriority
junior to the DIP | enders, which is a change actually that
Judge Cerber asked us to nmke in our |ast case and we decided
to adopt it here.

THE COURT: Al right. Wll, Judge -- | should have
handed this whole thing over to Judge Gerber. Al right. Next

time 1'I'l remenber that.
The only change | would nake in the order is to -- and
this is true for all of the orders -- where you say if no

obj ections are received, there won't be a final hearing. As |

understand it, it's certainly ny policy but I think it's al so
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2|| orders on a final basis. So you'll have to change the |ast few
3| paragraphs of many of the orders appropriately. And although I
4| hate to keep you up another night, that should be possible.
5 MR SCHAI BLE: That's easy, Your Honor. And, |I'm
6|/ sorry, when you say to change it, to take out even the
7| possibility that the Court could determne we don't need to
8|/ have a final hearing with respect to any given orders?
9 THE COURT: Well, certainly this order.
10 MR, SCHAI BLE: (kay.
11 THE COURT: Certainly cash nmanagenent. W can go
12| through -- sonme of them may be routine enough, but | think we
13| ought to have final orders --
14 MR. SCHAI BLE: (kay.
15 THE COURT: -- final hearings on any of these.
16 MR SCHAI BLE: Absol utely.
17 THE COURT: Al I'mdoing today is holding the fort
18| until we have a comm ttee.
19 MR SCHAI BLE:  Under st ood.
20 THE COURT: And | think Judge Chapman woul d be --
21| holding the fort for Judge Chapman who would ordinarily be here
22| holding the fort until we have a comittee.
23 MR, SCHAI BLE: (kay.
24 THE COURT: And that's all I"'mtrying to do.
25 MR. SCHAIBLE: And we weren't intending otherw se,
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But --
COURT: MNo. | understand that. It's --

SCHAI BLE: Understood. We'll make that change,
Thank you.
COURT: There's nothing untoward about seeking

a provision, but | don't think it works for

interimorders of this type.

VR.
THE

THE

not sure.

THE

THE
VR.

SCHAI BLE:  Ckay.

COURT: Sone ot her judges --

SCHAI BLE:  No probl em

COURT: Maybe it's okay with Judge Gerber. [|I'm

SCHAI BLE: There is no conparison, Your Honor.
COURT: Al right.

SCHAI BLE: There's nothing | can --

COURT: -- pre-peti --

SCHAI BLE: -- say that will not get me in trouble

one way or anot her.

THE
silent. All
VR.
THE

COURT: You're absolutely right. |It's best to be
right. Now we're up to wages, salaries?

SCHAI BLE:  Yes, Your Honor.

COURT: Al right. Now, the provisions of the

notion and the order seemto be crystal clear that you' re not

gi ving any bonuses or retention paynents of any type to anyone

who woul d be

covered by any of these subparagraphs of Section

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

24




12-12900-scc Doc 112 Filed 07/12/12 Entered 07/18/12 11:05:45 Main Document

© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N L O

Pg 25 of 112
PATRIOT COAL CORPORATION, et al. 25
503(c).
MR. SCHAIBLE: That's absolutely correct, Your Honor.
THE COURT: Al right.
MR SCHAIBLE: It does, as ordinary course as you can
go; and also, | would like to just -- Your Honor, |'m not going

to detail the different relief --

THE COURT: But no. | think go ahead and describe the
nmotion for those --

MR SCHAI BLE: nh.

THE COURT: -- who haven't had a chance --

MR. SCHAI BLE: (kay.

THE COURT: -- to read them

MR. SCHAIBLE: Sure. This notion just seeks the
ability on an interimbasis to pay pre-petition enpl oyee
obligations on an uninterrupted basis so that we can continue
our business in the ordinary course of business. W want to be
able to assure our enployees that we are operating in the
ordi nary course of business and they can show up for work
know ng that they're going to be paid for their services.
We're al so | ooking to be able to continue our enployee and
retiree prograns and al |l ow enpl oyees and retirees to continue
to proceed with outstanding workers' conp clains in the
ordinary course. Again, this is all part of just operating in
the ordinary course of business.

| do need to nmke clear for the record -- | know Your
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Honor knows this -- we are not by this notion assum ng or

commtting to any prograns on an ongoi ng basis. As part of our
restructuring and our reorganization, we're | ooking at every
aspect of our business, and | ooking for the savings, and

| ooking to be able to reorganize in a way that will help us to
be able to be stronger going forward. But we are seeking the
relief at this time in our discretion to continue these
prograns. And as of now, for now, we intend to do so.

And we addressed a nunmber of conments fromthe U.S.
Trustee's office on this notion. And as a result, in part, of
the U.S. Trustee's views and others, we are, as Your Honor
stated, not seeking to pay any types of bonuses or retentive
plans or incentives in any regard to statutory insiders. W're
al so capping alnost all the paynents that are nade under this
notion by the 11,725-dollar priority claimanount. And there
are a nunber of prograns, including our ordinary course annual
incentive plans and an ordinary course noninsider retention
plan, that we are not seeking relief for in this notion. W'l
seek separate relief when the tinme cones. But they are not
paynments under this program so we felt confortabl e doing that,
Your Honor.

THE COURT: Al right. Does anyone wish to be heard?

Al right. Then I'lIl approve the notion, again, with
the change that we'll have a final hearing.

MR. SCHAI BLE: Under st ood.
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1 THE COURT: Al though, as |I've said, on many occasi ons
2|l like this one, we're not going recover any of the funds paid to
3|| the enployees, | don't think --
4 MR. SCHAIBLE: | would hope not.
5 THE COURT: -- under any circunstances. But we can
6| call this one an interimorder, too, because | know the U. S.
7| Trustee likes to do that.
8 MR. SCHAIBLE: | appreciate that, Your Honor. Thank
9|l you.
10 THE COURT: Now, you need a date. | understand from
11| Judge Chapman that she woul d propose August 2nd --
12 MR, SCHAIBLE: At 2 p.m, Your Honor.
13 THE COURT: -- at 2 p.m
14 MR. SCHAIBLE: That's right.
15 THE COURT: Al right.
16 MR SCHAI BLE: And the objection deadline --
17 THE COURT: Then a date for objections -- you want --
18 MR. SCHAIBLE: July 25th | think is what we discussed
19| in chanbers.
20 THE COURT: -- July 25th. And then a reply, if you
21| want, July 29th, is it?
22 MR. SCHAI BLE: Perfect. Thank you, Your Honor.
23 THE COURT: 28th or 29th?
24 MR. SCHAI BLE: Thank you.
25 THE COURT: Al right. Al right. Then we'll approve
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the nmotion with that one change.

MR. SCHAI BLE: Thank you very nuch for that. The next
notion, Your Honor, is -- well, the next notion that I
under st ood Your Honor wanted to hear today, understandably, is
our --

THE COURT: Well, let's change that tois willing to
hear --

MR. SCHAIBLE: Is willing to hear today.

THE COURT: -- because | believe very strongly that

first day orders should be kept to the absolute m ninmum You

have a notion -- the next notion on the agenda is to engage in
derivative contracts. | don't under -- that's the first tine
|"ve seen this one. It would seemto ne it's all ordinary

course of business operations. However, if you can convince
Judge Chapman that you need an order, sone kind of a confort
order --

MR. SCHAI BLE: Right.

THE COURT: |Is this one of the ones she's willing to
hear next week?

MR. SCHAIBLE: Yes, Your Honor. O [|'Il say it
differently. That's one of the ones that we would ask her to
hear next week.

THE COURT: Al right. You'd have a hard tinme
convincing ne --

MR SCHAI BLE: | know.
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THE COURT: =-- to enter this sinply because it's

ordinary course. And to conplicate the record --

MR SCHAI BLE: | understand.

THE COURT: -- even further in these cases | think
does a disservice to the whole process. But | gather she'l
hear you July 16th at 11 a.m?

MR. SCHAI BLE: Exactly, Your Honor. Thank you.

THE COURT: Al right.

MR SCHAI BLE: And your editorialization, | understand
not to be a ruling.

THE COURT: Well, it's not ny --

MR SCHAI BLE: Under st ood.

THE COURT: It's not ny decision to nmake.

MR. SCHAI BLE: Very nuch understood and appreci at ed.

THE COURT: The next one, payment of pre-petition
claims of shippers and warehousenen.

MR, SCHAI BLE: Yes, Your Honor.

THE COURT: Now, | don't know what you were told by
chanbers. This is not necessarily a critical order, but | do
fairly routinely approve these on the basis that shippers and
war ehousenen and simlar service providers have |iens.

MR SCHAI BLE: That's right.

THE COURT: You're in the process of shipping goods --

MR. SCHAIBLE: That's right.

THE COURT: -- constantly. There are goods in transit
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now.

MR. SCHAIBLE: That's exactly right.

THE COURT: And you need the relief on the first day.

MR SCHAI BLE: You said it better than | could, Your
Honor. That is the basis for us seeking relief.

THE COURT: Now, | gather that the clains cap here is
eighteen mllion dollars which is --

MR. SCHAI BLE: Yes, Your Honor.

THE COURT: -- which is alot -- which used to be a
lot of nmoney. It is still a lot of noney to sone people.

MR. SCHAIBLE: It's a large conmpany. And we are very
dependent on shippers, in particular, and warehousenen. As you
can i magi ne, we're shipping our coal, as we said, not only all
over the United States but all over the world. And at any
given time, we have our coal in transit. W have things that
we're purchasing in order to produce our coal in transit.
There's a nunber of different things that are in transit at any
given tinme. And we do agree wth Your Honor this is with
regard to parties' debt where we need to obtain relief of our
equi pnment and other itenms and goods and raw materials where
t hey woul d ot herwi se potentially have a Iien on those goods.

THE COURT: Al right. | gather this is one of the
orders that the U S. Trustee has reviewed. Does anyone wi sh to
be heard?

Al right. You' ve asked for approval on an interim
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basis and I'l| approve it on an interimbasis making the change

that there will be a final hearing.

MR SCHAI BLE: Yes, Your Honor. We'Ill do that. Thank
you very nuch.

THE COURT: You say in the order that "the debtors, in
their sole discretion, may condition paynment on agreenent by
t he shi pper or warehouseman to continue to supply goods or
services to the debtor." Should that be "shall"?

MR. SCHAIBLE: |'d ask that it be "may" given the fact
that we have a lot of conplicated relationships where we're

negotiating a lot of things at once and a | ot of noving pieces.

And so --

THE COURT: Al right.

MR. SCHAIBLE: -- the latitude would be hel pful.

THE COURT: Al right. Al right. 1'lIl approve it as
request ed.

MR SCHAI BLE: Thank you, Your Honor. And in order to
be a foil to the eighteen mllion dollars for our foreign
creditors' notion next, we're seeking a neasly 750,000 doll ars.

THE COURT: Yes. But before that, we passed over the

critical vendor --

MR SCHAIBLE: |'d like to pass --
THE COURT: -- notion.
MR. SCHAIBLE: -- over that if we could, Your Honor.

THE COURT: And you'd like ne not to provide any
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editorial comments.
MR. SCHAIBLE: 1'd like to pass over that with the

record showi ng that we have deferred that notion --

THE COURT: Till --

MR SCHAIBLE: -- until Mnday, which ever judge is
going to be hearing us on that date.

THE COURT: Well, it will probably be Judge Chapnan.
And | don't know what her views are but it seens to ne, that
what ever her views are, that your notion would be nuch stronger
i f you gave the readers sone idea about who these critica
vendors are and how you're going to determ ne them

MR. SCHAI BLE: (kay.

THE COURT: And if the U S. Trustee and the creditors'
comm ttee had sone input on such determ nation and if perhaps
you' ve pushed it off beyond Monday, which is awfully early in
the case. | nmean, there are critical vendors, perhaps,
al though |1've been quoted as being very dubi ous about that. W
lived for many years in cases under the Bankruptcy Code w thout
even the concept --

MR SCHAI BLE: Under st ood, under st ood.

THE COURT: -- of a critical vendor. And perhaps
you'd want to push this off till August 2nd but "Il |eave that
up to you and Judge Chapnan.

Al right. So we're on to the foreign creditors. As

|"ve said in other cases, | think they're in an entirely
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different position fromdonestic critical vendors who are
subject to the Bankruptcy Code. So does anybody wi sh to be
heard with regard to paying foreign creditors who are deened
critical?

ALl right. I"Il approve that --

MR. SCHAI BLE: Thank you, Your Honor.

THE COURT: ~-- notion. | gather that approval is on
an interimbasis as well.

MR SCHAIBLE: It is indeed.

THE COURT: Al right. Next?

MR. SCHAI BLE: Next, Your Honor, we have two first day
rej ection procedures notions.

THE COURT: R ght. Before -- well, you have sone
others. And again, | don't know -- again, | try to avoid
confort orders --

MR SCHAI BLE: Under st ood.

THE COURT: -- but if you -- sinply to make Judge
Chapman's |ife next week easier. | gather you want a confort
order saying what | think is clearly the law, that you have a
right to pay --

MR. SCHAI BLE: For post-petition goods.

THE COURT: -- shippers of goods that are in transit
on the petition date.

MR SCHAIBLE: | would love that, Your Honor. | ndeed,

and as | said, in particular, our business really -- it's
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I mportant. These are not Wall Street bankers or conplicated

| awyers that we are -- sophisticated | awers we're dealing
with. These really are people in Kentucky in the coal m nes
that we're purchasing goods from And it is helpful to have
sonething to show people. So | would -- I'd gladly ask Your
Honor for the relief if you'd be willing to consider it today.
THE COURT: Al right. Does anyone wish to be heard
with regard to sinply giving the debtor a confort order on what
the law is and, as they know very well and as parties in
Kentucky know very well, if you doubt it, you m ght start
tal king to former Judge Joe Lee who was one of the authors of
t he Bankruptcy Code and he's located in Lexington. So there

are a |l ot of people down there who know t he bankruptcy |aw --

MR. SCHAIBLE: | in no way --

THE COURT: -- a lot better than | do.

MR SCHAIBLE: | in no way intended to denigrate
anyone from Kentucky. 1It's a fabulous state.

THE COURT: |'m sure not because one of your --

MR. SCHAIBLE: | clerked for a judge there.

THE COURT: -- one of your client representatives

m ght have a word or two.

MR SCHAIBLE: Indeed. | lived for a year in
Louisville and | think it's a wonderful state.

THE COURT: Al right. Al right. 1'll approve that

or der .
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And the next one, however, you say you want authority

to performcontracts in the ordinary course of business. |
mean, haven't you answered your question in the nane of the
notion? |It's ordinary course of business.

MR. SCHAI BLE: Your Honor, actually, on this one --

this one, if Your Honor has the patience for ne to explain it

to you --

THE COURT: No. | have the patience.

MR, SCHAIBLE: | --

THE COURT: [|'mhere all night if necessary.

MR SCHAIBLE: W enter into large -- we enter each
day -- and actually, in the near term it becones very
i mportant for the comng year -- that we're entering into |arge

coal sale contracts.

THE COURT: R ght.

MR SCHAI BLE: And they are large in dollar anounts
because they last for a |arge nunber of years. People have --
nore sophi sticated conpani es have been advised in the past
years -- and, frankly, | question and advise clients to be
cautious, as well, of entering into |arge contracts where
you're conmtting to at |east |arge banner dollar anobunts of
things with debtors w thout nmaking the debtor go to court and
get an order. The problemis that these dollar amounts are
very nmuch in the ordinary course of our business -- are well

bel ow the |l evel, the threshold of contracts that need to go
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even to a commttee of the board et alone to the board. So

they very nmuch are in the ordinary course of our business. But
they are, because they're multi-year contracts, |arge dollar
amounts. And if we had to go and seek separate court approva
to enter into each of these contracts, |I'm advised by M.
Schroeder and M. Schroeder's col |l eagues that we woul d sinply

| ose out on contracts because these are coal traders --

THE COURT: Are we going to lose anything if we |eave
this until August 2nd?

MR. SCHAIBLE: W're not going to -- | would be
concerned about August 2nd, Your Honor. But | wouldn't be
concerned about next week if | need to wait --

THE COURT: Al right. Let's put this on for next
week because just to hear you describe the facts, it may be --
and obviously, this can be entered on an interimbasis, but it
may be that the commttee would want to have sone --

MR SCHAI BLE: | understand that.

THE COURT: -- know edge of the large contracts you're
ent ering.

MR. SCHAIBLE: Yes, absolutely. And it is only on an
interimbasis subject to the conmttee's review. W' re not
| ooking to prejudice the conmttee in any way.

THE COURT: Al right. Well, why don't we put this on
Monday ?

MR. SCHAI BLE: Thank you, Your Honor. | appreciate
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t hat .

THE COURT: And we could do the same thing with the
I nsurance - -

MR. SCHAI BLE: I ndeed we can.

THE COURT: -- contracts.

MR. SCHAIBLE: And the letter of credit of the surety
bond notion as well, Your Honor.

The next one that 1'd like to bother you with today --

THE COURT: You're not bothering ne.

MR. SCHAIBLE: ~-- is the first ommibus rejection. Now
|"ve learned actually from Judge Gerber and actually from Judge
Chapman that we're not seeking any substantive relief really in
this notion. What we're really seeking is just the Court to
aut hori ze the procedure for us to seek nunc pro tunc rejection.

THE COURT: Um hum

MR SCHAIBLE: So all Your Honor is being asked to do
is to set the procedures for us to provide notice this
afternoon or tonorrow at the latest to the counterparty and
give thema ten-day objection period to object to rejection of
their contracts. So we're not prejudicing anyone. W're
nmerely asking for a baseline to be set. And where | run into
trouble with this when |'ve just sinply set the notion for the
next hearing is the counterparty arguing that we're not
entitled to nunc pro tunc relief to the petition date. Since

that's very inportant to the debtors, | want to at | east |eave
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open that argunent. And --

THE COURT: Absol utely.

MR SCHAI BLE: -- again, we're not prejudicing them

THE COURT: And that's fine. You have the argument.
Your nmotion's on file. You can ask for nunc pro tunc relief.
| don't -- I'll hear fromanyone who wi shes to be heard on
these procedures. But we're not doing anything -- | agree.

W' re not doi ng anything substantive today.

MR SCHAI BLE: Thank you, Your Honor.

THE COURT: | do think -- | would suggest a coupl e of
changes.

MR SCHAI BLE: Perfect.

THE COURT: On page 3 of the order, | would suggest
since you want the hearing in ten days, you get out the notion
within two business days.

MR SCHAIBLE: W'Ill do that. W' re planning on
getting it out tonorrow

THE COURT: | assunmed that. And in the |ast paragraph
on page 3, you want a hearing -- any objection nust be heard
ten days after the date of, | would say, not the entry of this
order, service of this order

MR. SCHAI BLE: (kay.

THE COURT: And then we ought to have a hearing date,
the sanme thing as with the interi morders.

MR SCHAI BLE: Ckay.
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THE COURT: You want an interimone sooner but it

seens to ne that --
MR SCHAIBLE: | think it can wait.
THE COURT: -- probably April 2nd -- pardon nme --
MR SCHAIBLE: It can wait.
THE COURT: -- August 2nd woul d worKk.
MR. SCHAIBLE: | agree with that, Your Honor. It can

THE COURT: And | would suggest on page 5, in the
second paragraph, to nake it a little bit fairer that you
sinply say, "Ordered that the Debtors propose that the order of
rejection also provide that if a counterparty does not retrieve
or otherw se take control of the excess | eased equi pnent within
three days of the hearing date" -- or five days of the hearing
date -- you see where | anf

MR, SCHAI BLE: Yes, Your Honor.

THE COURT: 1'm addi ng sone | anguage.

MR. SCHAIBLE: Ckay. | got it.

THE COURT: Do you want nme to read it again or
sonething like it?

MR SCHAI BLE: Please do. |1'mat the ordered
par agr aph.

THE COURT: "That the Debtors propose that the order
of rejection also provide" then continue with the text as is.

MR SCHAIBLE: Got it.
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THE COURT: But | would say, instead of fifteen days

of the petition date, nake it five days of the hearing date.
That will be alittle fairer.

MR. SCHAI BLE: Understood. Thank you, Your Honor.

THE COURT: So they can come in and conplain if they
want to. That would be true of both notions.

MR. SCHAI BLE: Understood, Your Honor. Thank you.

THE COURT: Yes?

MR. SCHAI BLE: As you know, we're not --

THE COURT: Ms. Col dstein?

MR. SCHAI BLE: Sorry, Your Honor.

M5. GOLDSTEIN:  Your Honor, we don't have a probl em
with this with respect to the particular contracts that will be
addressed in the notion we plan to file in tw days. But to
the extent that this purports to address procedures for al
future rejections, which it seens to do, there are limtations
in the DIP credit agreenent --

THE COURT: | sawthem | saw themin the order in
any case.

M5. GOLDSTEIN. -- and in the order. So we just want
to make clear that nothing in this order would in any way be
intended to nodify those rejections and on a go-forward basis
that the procedures will be consistent with the DI P order.

THE COURT: Well, it depends. | nean, what are the

procedures in the D P order?
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MS. GOLDSTEIN:  Well, Your Honor, we're --

THE COURT: We're not rewiting the Bankruptcy Code.
There are certain procedures. | don't read the DI P order
procedures as being contrary to the procedures in the
Bankr upt cy Code.

M5. GOLDSTEIN. Oh, they're not, Your Honor. They're
not contrary to the procedures in the Bankruptcy Code. But
they do --

THE COURT: | read that you get notice and you have
the right to step into the --

MS. GOLDSTEIN: W have certain rights.

THE COURT: -- debtors' shoes and that type of relief.

M5. GOLDSTEIN. Right. So to the extent this purports
to set notice, et cetera, it should not inpair the D P | enders’
rights. That's really all --

THE COURT: Well, why don't we say it applies only to

these -- or it's understood --
MR. SCHAIBLE: | think that was the i ntent.
THE COURT: ~-- it applies only to these rejections.

MS. GOLDSTEIN:  And we'd have no issue with that.

MR SCHAIBLE: | think that was the intent. W were
not seeking this --

THE COURT: | think it may say that somewhere here.

MR. SCHAIBLE: Yeah. W were not intending for this

to apply nore broadly.
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THE COURT: Al right. So that would also apply to

the other order, the Curtis Mllet order?

MR, SCHAI BLE: Yes, Your Honor.

MR REI SMAN:  Yes, Your Honor.

THE COURT: Al right. W'Ill put the taxes, et
cetera -- do you want themon for --

MR. SCHAI BLE: For Monday, Your Honor.

THE COURT: -- August 2nd or Monday?

MR. SCHAI BLE: For Monday, Your Honor.

THE COURT: You can try again on Monday. Al right.

MR SCHAI BLE: Live to fight another day.

THE COURT: Al right. Now -- and then the order with
regard to notification procedures?

MR SCHAI BLE: Now, Your Honor, |1'd love for this to
be heard today. Wat | wll tell you, if it's any confort, is
that we have confirned and confornmed it in certain respects to
the order that Your Honor entered in Kodak. And we believe
that this is what | call the soft formof order. So it is not
prejudicing the rights of clains holders. Cains holders can
continue to trade their clains. They're just put on notice
that we may, if we need to at the end of the case, seek a sel
down order at which tinme --

THE COURT: So you nmade some substantial changes --

MR, SCHAI BLE: No.

THE COURT: -- in the order?
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MR. SCHAIBLE: Not fromthe version Your Honor has

seen. |'msaying we nade those changes prior to filing.

THE COURT: Al right.

MR SCHAI BLE: Davis Polk's sort of formof NOL order
Is consistent with the type of order that Your Honor entered in
Kodak and has entered in other cases where, again, we' re not
prejudicing clains holders today. W're nerely putting the
world on notice that we may seek a sell down order, at which
tinme they will have full objection rights to object to such
sell down order, if we need to at the end of the case. But the
parties that we need it to apply to on an interimbasis
effective today, understandably, are the equity hol ders because
pre-petition equity holders who are greater than, is it the 4.9
percent because --

THE COURT: Do you have any that you know of ?

MR SCHAIBLE: | don't. Do we know of any greater
than -- any approximately five percent equity hol ders?

MR REISMAN. No. There's no --

MR. SCHAIBLE: W don't know of any, Your Honor.

THE COURT: Al right.

MR SCHAI BLE: But | was involved in a case recently
where we had an order very nuch like this. They got notice of
it, but say that they didn't notice it, it can actually cause
probl ens for the debtors if a change of control were to happen.

And given the large value in our NOLs, we would ask Your Honor
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to enter the order on an interimbasis.

THE COURT: What is the anount of your NOLs?

MR SCHAI BLE: | knew you were going to ask that
question. I'mnoving toit. 867 mllion dollars --

THE COURT: Ckay.

MR. SCHAIBLE: -- which is significantly nore than our
foreign vendor cap. Just kidding.

So we woul d ask Your Honor, again, just to consider
this on an interimbasis subject to objection and subject to a
final hearing. And we'll conformthe order, as we said we
woul d for all the orders, to require a final hearing. But
this'Il protect the NOLs in the interim

THE COURT: Al right. Does anyone wi sh to be heard?

Al right.

MR. HANSEN:  Your Honor?

THE COURT: | do -- | don't know that --

3

HANSEN:  Your Honor?

2

SCHAI BLE: Your Honor, soneone stood.

2

HANSEN:  Your Honor ?

THE COURT: Yes?

MR, HANSEN. |'m sorry.

THE COURT: Come forward.

MR HANSEN: |'m kind of trapped over here --
THE COURT: Well, take your tine.

MR. HANSEN: Good afternoon, Your Honor. Kris Hansen
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with Stroock & Stroock & Lavan. Your Honor, ny firmand | have

been representing a nunber of convertible noteholders for the
course of the last nmonth and we've had a nunber of
conversations with the debtors. | apol ogize for not making ny
appear ance earlier, Your Honor

Wth respect to this interimorder, | know M.
Schai bl e said on the record that the conponent of this order
that is applicable to clains as opposed to equity is really
just a notice that they may be subject to a sell down in the
future. But it's our viewthat this portion of the order goes
significantly beyond that. It certainly does provide notice
that they mght be subject to a sell down and have their rights
to object at that tine.

But there is an awmful lot of information in here wth
respect to whether or not the debtor has the right to make
chal l enges with respect to those parties' involvenent in
connection with the plan based upon whether or not they contain
newy traded clains. There's a whole host of information in
here with respect to clains. And | do appreciate that they're
not seeking to restrict the trading in those clains today, but
| do think it's inappropriate on the basis of an interim order
to have any of this information contained with respect to
claims. And they should be required to put this on regular
notice and have this hearing at a later point in tine.

MR. SCHAIBLE: Again, | think we're in agreenent that
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these are notice provisions. So | didn't --

THE COURT: Well, why don't --

MR SCHAIBLE: -- view those as changi ng substance.

THE COURT: Wiy don't you try after the hearing --

MR. SCHAI BLE: Yes.

THE COURT: ~-- to see if you can put in a paragraph or
a provision in the order that neets the concern.

MR SCHAIBLE: W'Ill do so. And, in fact --

THE COURT: And --

MR SCHAIBLE: -- |I'mhappy for the notice -- for the
i nformation provisions to not apply to clains holders during
the interimperiod.

THE COURT: There are two aspects of this that | think
you should consider, as well. One is confidentiality issues
relating to notices of a party being a substantial equity
hol der. And the debtor has notice; the creditors' conmttee
counsel gets notice. That's sonmething to consider

The other thing is on page 5 of your order. The Court
nmust finally approve a transaction by a final and nonappeal abl e
order. It seens to ne that it should sinply be an order or the
i ssue of getting a final and nonappeal abl e order could take
years.

But why don't you try to put in sone |anguage if
you're both in agreenent that this interimorder should not

have a substantive effect on cl ai mhol ders.
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1 MR. SCHAIBLE: W're happy to do that. W're happy to
2| do that.
3 MR HANSEN: Thank you, Your Honor. Appreciate it.
4 THE COURT: Al right.
5 MR SCHAI BLE: Your Honor, | made a m sstatenent of
6| fact which | want to raise to the Court. W believe, although
7| we're not sure, we believe that there may be three parties that
8| may indirectly own or control five percent or nore of the
9| equity securities. Black Rock --
10 THE COURT: You don't have to identify them
11 MR SCHAI BLE: Ckay. W believe they are and they'l|
12| be notified,.
13 THE COURT: And they should -- just it's a matter of
14 || noti ce.
15 MR SCHAI BLE: Yes, Your Honor. They'll be notifi ed.
16 THE COURT: So they can certainly appear at the final
17| hearing if they w sh.
18 MR. SCHAI BLE: Yes, Your Honor. They'll be notifi ed.
19 And, Your Honor, maybe the last or the penultimte
20| nmotion |I'd ask Your Honor to consider would be the application
21| for retention of GCG This is the -- | call it the bankruptcy
22| court clerk's order. This is --
23 THE COURT: No. That's routine. Does anyone wi sh to
24 || be heard about the appointnment of a clains and noticing agent
25| for the case?
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MR. SCHAI BLE: (Ckay, Your Honor. Since we're on a
roll, although | do so with great trenbling of knees, | wonder
whet her -- we skipped over it, but just to see if Your Honor
m ght be willing to consider our custoner obligations notion
whi ch was item 12?

THE COURT: | think you would probably be well served
to put that on the cal endar --

MR, SCHAI BLE: Your Honor --

THE COURT: -- on Monday nerely --

MR SCHAI BLE: Your Honor, I'd like to sit down at
this tinme.

THE COURT: | amalways wlling to approve a customner
notion as in Kodak when soneone has a broken canera if there
are any further caneras. |It's easy. But | wonder whether your

custoner obligations neet the usual criteria or if there are
offsets or | think sone of what you' re seeking is routine.

MR SCHAI BLE: Under st ood.

THE COURT: You have a right to give people refunds if
It's in the ordinary course of business.

MR SCHAI BLE: Under st ood.

THE COURT: If they have recoupnent rights, they have
recoupnent rights.

MR SCHAI BLE: | understand.

THE COURT: Nobody's going to take themaway. So |
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real | y wonder whether you need that order at all.

MR SCHAIBLE: | wll --

THE COURT: But I'Il let Judge Chapman --

MR SCHAIBLE: | wll defer, Your Honor.

THE COURT: -- deal with it.

MR. SCHAIBLE: And with that, | will thank you very
much. And if you don't mnd, I'll turn the podiumover to ny
partner, Brian Resnick. Thank you, Your Honor.

THE COURT: Al right.

MR RESNI CK: CGood afternoon, Your Honor. For the
record, Brian Resnick of Davis Pol k for the debtors.

Your Honor, by this notion, the debtors are seeking
aut horization to enter into a DIP facility that was arranged by
Citigroup, Barclays, and Bank of Anmerica Merrill Lynch. And
this DIP facility will ensure the debtors' continued operation
during their Chapter 11 restructuring and provide the debtors
with sufficient time and breathing roomto affect the changes
necessary to energe from Chapter 11 as a stronger and nore
vi abl e enterprise.

The aggregate principal anount of this DIP facility is
802 mllion dollars. It's broken down into a 375 mllion
dollar termloan facility, a 125 mllion dollar revolving
borrowi ng base facility, and a 302 mllion dollar -- it's
called a second-out DIP facility which is essentially a rollup

of i1ssued but undrawn letters of credit under the debtors
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existing credit facility.

O this anobunt, Your Honor, the debtors are seeking
aut hori zation to access 250 mllion dollars of the termloan
facility as well as the entire 125 mllion dollars of the
revolving facility and to effectuate the full 302 mllion
rollup of the letters of credit into the second-out D P
facility. And the balance woul d be avail abl e upon entry of the
final order.

So twenty-five mllion dollars of the initial draw
woul d be used to repay the debtors' funded secured debt under
the existing pre-petition facility and approximately fifty
mllion dollars would be used to collateralize |letters of
credit under the debtors' existing securitization facility.

So overall, this facility provides approxi mately 425
mllion dollars of incremental liquidity in order to fund the
debtors' restructuring.

Your Honor, we believe that rolling up and refinancing
the debtors' existing secured debt nakes a | ot of sense in this
case. This is not --

THE COURT: Well, it's not a question today as to
whet her or not the rollup nmakes a lot of sense in this case.
It's a question under the rules that if we don't roll up 300
mllion dollars of letters of credit that there will be
I rmedi ate and irreparable harmto the estate pending a final

heari ng.
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MR. RESNI CK: Sure. | understand, Your Honor.
THE COURT: |I'monly here -- I"'msitting in for Judge

Chapman - -

MR. RESNI CK:  Yes.

THE COURT: -- who would be sitting in, if she were
sitting here, for a creditors' commttee, which hasn't been
formed, and for nore notice to creditors of financing which is
the nost critical step in any bankruptcy case.

MR, RESNI CK:  Sure.

THE COURT: 1've read your papers very carefully and I
don't see any indication, nuch | ess evidence, of inmediate and
irreparable harmto the debtors if you don't roll up 300
mllion dollars of letters of credit. | don't see any
I ndication that any single one of those letters of credit is
going to cone due in the next fifteen days or before August
2nd.

MR RESNI CK:  Understood, Your Honor.

THE COURT: You want to -- | know you want to roll up
twenty-five mllion dollars.

MR RESNI CK:  Yes.

THE COURT: In this case -- | don't denigrate the
i nportance of twenty-five mllion dollars to anyone, but it's
not worth spending a great deal of tine on. For the twenty-
five mllion dollars, it nmay be sinpler sinply to pay it, get

It out of the case and to nove on. But on the first day of the
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case, you want to roll up 300 mllion dollars of obligations.

And that's ny main problemw th your notion

MR RESNICK: Sure. | understand, Your Honor. Allow
me to try to help out with that. So, first of all, Your Honor,
this is a package financing that has been offered by --

THE COURT: | have no doubt that it would be sinpler
to do it.

MR RESNI CK:  Um hum

THE COURT: And | have no doubt that it could be done
appropriately at the final hearing which is in twenty days --
twenty-two days. So no problem The commttee may agree with
you that to roll up all of the pre-petition letters of credit
into a post-petition financing is sinpler, nmakes sense, and it
does -- and it makes things work. And | have no interest in
standing in the way. |'mtrying to apply the rules as they're
witten which say that unless there's inmediate and irreparable

harmthat you can't do it --

MR. RESNI CK: | understand, Your Honor.
THE COURT: ~-- on the first day of the case.
MR RESNICK: Geat. | understand. The truth is,

this is a package financing. And we do not have DI P financing
offered to us without doing the immediate rollup and --

THE COURT: That's not a good enough answer.

MR. RESNI CK: Ckay.

THE COURT: That's no answer at all. That's an answer
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we' Il adjourn till tonmorrow norning at 10 o' clock and we'll see

where things stand.

MR RESNI CK: Right.

THE COURT: So that's no answer, the fact that it's a
package. Maybe sonebody el se can conme up with a better answer.
But you can continue your presentation. W'Il|l cone back to
this issue.

***BEG N PART 6

MR RESNICK: Sure. |'mhappy to continue ny
presentati on and we can cone back to the rollup, although,
again, it was offered up as a package and, to ny under st andi ng,
the rest of the financing is not available to the debtors
wi t hout doing the rollup --

THE COURT: | don't know what you need in the first
twenty days of the case in any event.

MR RESNI CK: Right.

THE COURT: You haven't told ne what you need. You
haven't given any evidence with regard to i medi ate and
irreparable harmif you don't get financing before the final
hearing. W're not in any way dealing with the question as to
whet her or not you can get and are entitled to financing at the
final hearing on August 2nd.

MR RESNI CK: Understood. Well, we did file the
declaration of Paul P. Huffard of Bl ackstone.

THE COURT: | read it very carefully --
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MR. RESNI CK: Ckay.

THE COURT: -- and | accept it.

MR. RESNI CK: Okay. And the debtors do need financing
within the first twenty days. And I'd be happy to --

THE COURT: How nmuch do they need in the first twenty
days? You have an enornous anmount provided for in this notion.
Presumabl y, you won't use any -- the debtors won't use any nore
than they really need. But there's certainly no indication of
what they're really going to need in the first few weeks of the
fi nanci ng.

MR. RESNI CK:  Understood. W could go back and see if
there's a sonmewhat smaller anmount of initial availability that
we could access if that's acceptable to the lenders. And we
t hought that this was the appropriate anount in order to
provi de the debtors with enough cushion --

THE COURT: Well, | realize it's inportant on the
first day of the case to show the market that you have
financing. And ny main concern isn't the anount of the
financi ng sought because | trust the debtors not to use any
nore than they really need. And if they don't need it, they
won't take it down. M problemis in this enornous rollup on
the first day of the case without notice to anyone.

MR. RESNICK: Right. Gay. GCkay. Understood.

THE COURT: But | wll hear, obviously, fromthe

| enders.
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MR. RESNICK: Right. Gkay. So | guess, Your Honor,

it probably nmakes sense for us to confer with | enders' counsel
if you would allow us --

THE COURT: Well, let ne hear fromthemif they w sh
to be heard.

MR. RESNICK: Sure. O -- okay.

M5. SCHONHOLTZ: Cood afternoon, Your Honor. Margo
Schonholtz on behalf of the pre-petition |enders and the
second-out or rollup |enders.

Let ne just try and address the question of the need
for the rollup. This DIP --

THE COURT: Today.

M5. SCHONHOLTZ: Today.

THE COURT: As opposed to August 2nd.

MS. SCHONHOLTZ: Absolutely, Your Honor. This
financing is not available without the rollup particularly
because the financing is built on liens to the new noney
| enders that are essentially equal to or senior in some
respects of paynment to the existing senior secured debt. And
the pre-petition | enders were not wlling to agree,
essentially, to have that amount of financing put over them

without the rollup. There are, built in to this order as we

woul d al ways do, unw nd provisions with respect to the rollup

There are --

THE COURT: Yes. But it's only unwound in the event
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that the pre-petition liens are found to be avoi dabl e or

i neffective for sone reason. O herw se, there's no unw ndi ng
what soever, is there?

MS. SCHONHOLTZ: There is unwinding if it's
di sadvant ageous to sonebody in 5(g), if they' re prejudiced
whi ch 5(g) --

THE COURT: In 5(g).

MS. SCHONHOLTZ: -- of the order, of the interim
order.

THE COURT: Tell ne -- show ne the | anguage.

MS. SCHONHOLTZ: Sure. The bottom of page 17, Your
Honor. Subject to a successful challenge, Your Honor is
correct. We can unwind it. And there are required tine
periods for that.

THE COURT: Al right. And what's the basis for a
chal | enge?

MS. SCHONHOLTZ: "[V]alidity, enforceability, extent,

perfection or priority of the Pre-Petition Debt or a

determ nation that the ... Debt was undersecured"” -- which
clearly, here it is not -- "the Court reserves the right to
unwi nd it". Again, the inportant part here, Your Honor, is the

financing is not available. BofAis taking up a third of the
new noney. | don't believe it --
THE COURT: Who's the agent on the pre-petition?

MS. SCHONHOLTZ: Bof A
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THE COURT: Al right. And there --

MS. SCHONHOLTZ: And --

THE COURT: -- has to be -- there's sone provision in
here for a vote of the pre-petition lenders, isn't there?

MS. SCHONHOLTZ: In terns of --

THE COURT: Some consent fromthe pre-petition
| enders?

M5. SCHONHOLTZ: Correct, Your Honor.

THE COURT: And what's that? Were was that? | --

MS. SCHONHOLTZ: The --

THE COURT: | could probably find it. But you could
find it alot --

MS. SCHONHOLTZ: |'mnot sure that it's built into
here. But as you'll see in the notion, ninety percent of debt
has voted in favor of this deal and this structure. W
actual ly were approached four business days before the filing
and managed to put this financing together when the debtor had
no financing. Part of the financing is wholly dependent on the
rol lup of these LCs which, again, are all standbys. And it's
not as if we're rolling up funded debt. |If thereis a tinme and
place to unwind this or essentially just putting standby LCs
back in their pre-petition position -- but BofA --

THE COURT: None of these LCs are going to cone due in
the next twenty days, are they?

M5. SCHONHOLTZ: They are not. They are not. The
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urgency and irreparable harm --

THE COURT: And who gets the -- who are these LCs
provided to? Who are the beneficiaries?

M5. SCHONHOLTZ: These LCs are provided to
muni ci palities and to various agencies to support the debtors'
obligation with respect to all sorts of reclamation
obligations, workers' conp obligations. These are standard
standby LCs. So --

THE COURT: So essentially, we're sinply substituting
the new | ender for the -- we're substituting the new | ender for
the old lender. So the new | ender gets the fees and interest
or whatever --

M5. SCHONHOLTZ: |'mpleased to report, Your Honor,
that the new I enders are the old | enders.

THE COURT: The same peopl e?

M5. SCHONHOLTZ: They are the sane --

THE COURT: So then we're just converting pre-petition
debt into post-petition debt. And you're telling ne that they
won't wait twenty days for this benefit, till we have a
comm ttee.

MS. SCHONHOLTZ: They are not.

THE COURT: Now - -

MS. SCHONHOLTZ: They are not -- two points, Your
Honor. They are not willing to be prinmed or have an equal |ien

I n the anount of the new noney put on themwthout rolling up
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t he standby LCs, nunber one.

THE COURT: \Wy?

M5. SCHONHOLTZ: And inportantly -- because they
don't --

THE COURT: |If they could be given exactly the sane
lien -- | nmean, the new | ender -- these sane | enders, you're
telling nme, sane people, are comng in as the new |l enders. And
the only difference is nowthey're |l ending on a post-petition
rather than a pre-petition basis.

MS. SCHONHOLTZ: And they're not being pushed down and
remai ning as pre-petition |enders.

THE COURT: R ght. But they wouldn't be pushed down
by --

MS. SCHONHOLTZ: There --

THE COURT: -- because there's no new | oan unti
August 2nd. They'd be in the --

MS. SCHONHOLTZ: No --

THE COURT: The pre-petition | enders woul d have the
lien position, would they not?

M5. SCHONHOLTZ: No, Your Honor.

THE COURT: They just wouldn't have the superpriority
yet.

MS. SCHONHOLTZ: No. According to the structure
that's being proposed, they would be put behind a 125 mllion

new revolver and 375 mllion dollar newtermloan. This IS --
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THE COURT: R ght. And now -- and under the new | oan?

What ' s happening to thenf

MS. SCHONHOLTZ: Essentially, they share a first lien
with the other two facilities on the bulk of the collateral but
they are third-out in ternms of paynment, if these obligations
are funded. And with respect to the revolver collateral, they
essentially share a second position.

THE COURT: And we couldn't give themexactly the same
lien position as adequate protection w thout the rollup?

MS. SCHONHOLTZ: | have a sneaking suspicion that the
new noney | enders m ght not necessarily agree to that.

THE COURT: Wy not ?

MS. SCHONHOLTZ: Because | think that the whole
structure, and it's a conplicated structure, Your Honor, is
built on --

THE COURT: Now you're --

M5. SCHONHOLTZ: -- the paynent --

THE COURT: ~-- telling ne what --

THE COURT: No, no, no. Vait. Let nme --

THE COURT: -- M. Resnick told ne --

M5. SCHONHOLTZ: Let me just finish nmy sentence.

THE COURT: -- that it has to be because this is -- it
has to be because this is the way you --

M5. SCHONHOLTZ: No, no, no. Because the paynent --

THE COURT: -- set it up.
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M5. SCHONHOLTZ: No. Because the paynent priorities

are very specific. And the deal was structured so that the
debt or woul d have access to the capital it needs and so that we
woul dn't have a primng fight which we would think woul d not be
beneficial to this estate. And given the fact that there are
unwi nd provisions in there, there are challenge provisions in
there, given the fact that a third of the financing, of the new
noney financing from BofA, may well be dependent on what
happens with this rollup, we respectfully suggest that it's
appropriate to do it on day 1 understanding full well, Your
Honor, that it can be unwound and that the chall enge peri ods
are in there. There is nothing extraordinary that we're doing.
And we'll wait for the conmttee. |1'd be happy to talk to the
comm ttee.

THE COURT: Al right. Now, | know Ms. Col dstein
wanted to speak.

M5. GOLDSTEIN.  Thank you, Your Honor. | am sure that
Your Honor is aware of this but | just want to make the record
clear that the first-out new noney providers are not the sane
group as the pre-petition lenders that are getting rolled up.

THE COURT: Ch, | understand that.

MS. GOLDSTEIN: And so they would not agree to the new
nmoney facility without the pari passu liens, the paynent
priorities and, obviously, the package of rights that have been

provided for in the proposed DIP financing. The rollup --
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THE COURT: To them

MS. GOLDSTEIN: To them

THE COURT: To them But --

MS. GOLDSTEIN: The rollup is part and parcel of an
understanding in an agreenent to avoid a contested prim ng,
Your Honor. And so | think that was the -- the packages that
M. Resnick was tal king about was nore than just a package deal
because there's two sets of |enders: one set that wants to be
in a priority position and another set that basically said they

woul d object to that and cause a primng issue before this

Court absent the package -- |I'Il go back to M. Resnick's
words -- that has been proposed.

THE COURT: No. | think we should avoid the "package"
wor d.

MS. GOLDSTEIN. Well, | think it's a --

THE COURT: But explain to ne why it would be contrary
to the package deal -- 1'll use that phrase -- for your
clients, the new |l enders, to cone in exactly where they are and
for the pre-petition lenders to stay in for twenty days till
the date of the final order wthout the rollup getting exactly
the collateral position that they woul d have gotten but getting
it as adequate protection and then to get their rollup on the
final date -- on the date of the final hearing.

MS. GOLDSTEIN:  Your Honor, it is not --

THE COURT: -- April (sic) 2nd --
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MS. GOLDSTEIN. | think --

THE COURT: -- assuming that Judge Chapman approves it
at that tine.
MS. GOLDSTEIN: | think, Your Honor, that the

pre-petition |l enders were presented with the proposed

63

priorities that the new noneyl enders have required. They woul d

have objected to the, what you have described --

THE COURT: \Wy?

MS. GOLDSTEIN. -- as the traditional --

THE COURT: Well, | should ask --

MS. GOLDSTEIN: Well, they have to speak for
t hensel ves, Your Honor.

THE COURT: -- Ms. Schonholtz why. But --

M5. GOLDSTEIN: | understand why. They objected to
what | woul d describe as the nore traditional primng that you
just described with adequate protection liens. | think -- |
can't answer for them W could talk about it. And | think
per haps we shoul d have a short recess. But | can only speak
for the providers of the new noney on that issue.

THE COURT: Al I'mtrying to do, and | enphasize
that, is hold the fort not only for Judge Chapnman but al so for
t he bankruptcy process and to try to give some credence to the
principle that unless you have real irreparable harm there
shall be no roll ups.

M5. GOLDSTEIN:  Your Honor, | think the rollups --
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THE COURT: Now, nmaybe we shoul d approach it fromthe

perspective of what is the harm These letters of credit are

out standing. They have to, | gather -- and correct ne --
MS. GOLDSTEIN: | do believe, Your Honor --
THE COURT: -- if I"'mwong. They have to stay

out standing. And they may never be called on.

M5. GOLDSTEIN. Exactly.

THE COURT: |s the cost of keeping them outstandi ng
any hi gher --

MS. GOLDSTEIN: No, Your Honor. The --

THE COURT: -- in the post-petition --

M5. GOLDSTEIN. The post-pe --

THE COURT: =-- than in the pre-petition? Well, now
tell me. Does it cost any |ower?

MS. GOLDSTEIN: The rollup --

THE COURT: Ms. Schonholtz probably is the best person
totell me that.

M5. GOLDSTEIN: Absolutely. | defer to Ms. Schonholtz
on this point.

THE COURT: Al right. [Is the debtor saving sone
noney?

MS. SCHONHOLTZ: The cost is the same as |ong as they
are undrawmn. The cost is different when they're rolled up if
there's actually draw ngs under them

THE COURT: But | gather the debtor does not
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anticipate any draws. Well, | can hear that fromthe debtor.

MR RESNICK: That's correct, Your Honor. W do not
anticipate draws. And it's crucial that these -- these are
auto-renew LCs and rolling themup into the DIP facility would
provide certainty that they would be able to continue to renew
and be outstanding --

THE COURT: Al right.

MR, RESNICK: -- and would not -- if they remain pre-
petition, they may end up getting draws which could -- which
woul d create funded secured debt against the estate and could
cause beneficiaries to seek additional letters of credit.

THE COURT: Al right. Yes?

M5. SCHONHOLTZ: Your Honor, if | may, obviously, part
of the consideration here, given the conpany's entering into
bankruptcy yesterday, is to avoid a primng fight and a
di scussi on of valuation or other issues that, frankly, none of
us believe woul d be hel pful on the first day of the case --

THE COURT: Well, I'm--

M5. SCHONHOLTZ: And | wll tell you --

THE COURT: | agree wth that proposition
whol eheartedl y.

M5. SCHONHOLTZ: | will tell you, Your Honor, this was
sonet hing that was brought to the pre-petition | ender group
early last week and was a way to avoid that kind of primng

fight. And it's sonething that we would require going forward.
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THE COURT: Al right. Al right. Shall we go

through the rest of the order? And then | think we'll take a
five-mnute recess.

MR. RESNI CK:  Sure.

THE COURT: And the debtors can put on any further
evi dence that they may have as to the need.

As to the amounts, |'Il accept your proposition that
per haps sone of the total ampunts of the borrowi ng during the
first twenty days can be exam ned. There's a lot of
availability. But let ne give you a few comments on the form
of order.

Page 9, first line. Debtors can stipulate as to
various facts. But we're not tal king about waiver and rel ease.
So let's cross out that parenthetical on the first line, "and
hereby wai ve and rel ease".

MR RESNI CK:  Ckay.

THE COURT: Al right? Page 12. Seens to ne that it
woul d be nore accurate to add after (a) "Subject to entry of
the final order™ but I'lIl |leave you to consider that with the
| enders.

MR RESNICK: I'msorry. Were is this, Your Honor?
In the begi nning of --

THE COURT: |'m on page 12, paragraph 5(a).

MR. RESNI CK: \Where it says "The Debtors

are...authorized to enter into the..."
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THE COURT: Yeah.
MR. RESNICK: | think, Your Honor, we're requesting

i medi ate authorization to enter into the docunent so that

they're --

THE COURT: Al right.

MR. RESNICK: -- effective inmredi ately.

THE COURT: Al right. Now, "Debtors" -- on the next
page. "[T]he Debtors are authorized to incur and pay in cash
ol i gati ons under Secured Cash Managenent Agreenents -- what
are those -- "and obligations arising under Secured Hedge

Agreenents and the Credit Card Agreenent”.

MR. RESNICK: Sure. So the secured hedge agreenents
and the secured cash managenent -- well, let nme take them
separately. The cash managenent obligations are traditiona
obligations that are incurred, overdraft protections and so on
and so forth, with respect to the debtors' banks. And the D P
facility does permt themto be secured under the facility as
does the existing pre-petition facility. The secured hedge
agreenents are --

THE COURT: You're tal king about the junior
superpriority given --

MR RESNICK: Yeah. So there exists --

THE COURT: -- to co-debtors who advance funds?

MR RESNICK: No. This isn't to co-debtors. This

Is -- ny understanding is that if, for exanple, if the debtors
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have an account with Bank of Anerica and there's overdraft
protection, for exanple, that if Bank of America winds up with
a clai magainst the debtors because of it that that clai mwould
be secured. It's ny understanding that these are not
particularly significant anounts, generally, but they are
secured under the DIP facility. Same with --

THE COURT: So these are bank fees and simlar
arrangenents --

MR, RESNI CK: Correct.

THE COURT: -- and the sane with the secured hedge --

MR. RESNI CK: The secured hedges are different.

THE COURT: -- obligations.

MR. RESNI CK: The secured hedges are different. There
are actually hedge obligations under --

THE COURT: R ght.

MR RESNI CK: -- hedging agreenents. But ny
understanding is there's a very small net position right now.
It's not a significant anount. But by allowng themto be
secured under the DIP facility induces the |lenders to engage in
t hese types of hedges wth the debtors.

THE COURT: Al right. And what are the obligations
under the credit card agreenent that --

MR RESNICK: Right. That's the debtors' corporate
card which is being anended and restated and approved today.

It's their corporate expenditure card.
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THE COURT: How nuch is outstanding under it pre-

petition?

MR RESNICK: A mllion and a half going down to a
mllion in availability. There's about 600,000 outstanding is
what |'m being told.

THE COURT: 600,000. Al right. Now, on page 13,
paragraph (b), | think it's 5(b)(iii): "wth respect to
obligations in excess of $10, 000,000, constitute unsecured
clainms". \What does that nean?

MR. RESNICK: This serves as basically a basket that
limts the anount of these types of obligations that would --

THE COURT: W' re tal king about going forward. W're
not tal king about prior clains or this is --

MR. RESNI CK: Correct.

THE COURT: This is what the debtors are authorized to
i ncur on a secured basis.

MR RESNICK: No. I'msorry. This is -- these are
obligations that are deened to be under the revolving facility
and then -- and any excess --

MS. GOLDSTEIN: No. This is a new occurrence.

MR RESNICK: -- is a new occurrence so they'd be
admn - -

THE COURT: Wiy don't | have an answer from one of the
| enders?

MR. RESNICK: This is a new occurrence so they'd be
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adm ni strative expenses?

M5. GOLDSTEIN. The idea here, Your Honor, was to
limt the incurrence of additional obligations of this type to
ten mllion dollars. |If they want to engage in unsecured
transactions, that's fine. But in terns of being secured,
there's a limt to additional incurrence.

THE COURT: Al right.

Page 16, | think you need to revise the paragraph with
regard to anmendnents to the DI P docunents. You'll have to file
amendnments on the docket and you'll need to informthe
comi ttee.

MR. RESNICK: Right. Your Honor, if | recal
correctly, we cane up with a standard that worked for Your
Honor in Kodak which --

THE COURT: That's fine.

MR RESNICK: Okay. We'll --

THE COURT: It doesn't have to be the Kodak one.

MR RESNI CK: Because there --

THE COURT: |'msure you can cone up with a reasonabl e
st andar d.

MR RESNI CK: Ckay, thank you. Because there are sone
i mmat erial anmendnents that probably don't nmake sense to cone
back to the Court.

THE COURT: Al right. If they're truly inmmaterial

as long as you put themon the docket.
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Page 17, ten days, you have ten days' notice to the

U S. Trustee and counsel to the commttee. And we can wait for
the conmttee to cone in and nmake the change, but | think
that's certainly one sinple change the commttee's going to
want. Mght as well put it in now.

Now, | tried to find the definition of collateral and
| guess | have to go the security agreenents to find the
definition of collateral?

MR. RESNI CK: Yes. Your Honor --

THE COURT: Which | don't have. So | nean, |'ll take
your word for it --

MR RESNICK: It was filed --

THE COURT: But this is the first day. That's why
try to hold the fort until we get a commttee.

MR RESNICK: Yeah. So it --

THE COURT: | nmean, | went to collateral.

MR RESNI CK:  Yeah.

THE COURT: Means the collateral, you say, in the
credit agreenent.

MR RESN CK:  Yeah.

THE COURT: And that's about as far, | guess, as we
can get tonight.

MR RESNICK: Right. Wll, w did file the security
agreenent shortly before the hearing and we did, until | ast

ni ght, have a very extensive sort of description of the
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collateral, but the parties have spent so nuch tinme negotiating

It intorturous detail in the security agreenent that we
probably woul d have had to postpone the filing by a week if we
had actually tried to bake it into here. So we thought that
this was the nost efficient approach.

THE COURT: Al right.

MR. RESN CK:  Yeah.

THE COURT: Now, on page 22, | understand the first
sentence in subparagraph (d). Then you have, "For the
avoi dance of doubt, the superpriority clains are payable from
and have recourse to the avoi dance proceeds of the excluded
avoi dance action clains".

MR RESNI CK:  Um hum

THE COURT: | think that just confuses things. |
think you said it very well in the first sentence.

MR. RESNI CK: Ckay, under st ood.

THE COURT: 1'll leave it alone but, | think you
created doubt, not avoided it.

MR RESNI CK: Understood. We'I|l take a |ook at that.

THE COURT: And | don't know -- then you say in the
next paragraph, to the extent permtted by the DIP credit
agreenents, you are not primng anyone. Now, | think it
should -- that, | think, has to be understood today, that if
there are valid and existing pre-petition liens held by

muni cipalities for unpaid taxes or for anyone for any reason,
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whether or not it's on the DIP credit agreenent list as a
permtted lien, we're not primng anybody today. |Is that
correct?

MR- RESNICK: That is correct, Your Honor.

THE COURT: | think that's correct, Ms. Schonholtz?

MS. SCHONHOLTZ: That's correct, Your Honor.

THE COURT: And Ms. ol dstein?

MS. GOLDSTEIN:  Yes, Your Honor, but we would like to
explore a little bit nmore with the debtors before the final
hearing the extent of any of these things. W have a schedul e
that we agree is not prined.

THE COURT: Al right. But | haven't seen the
schedul e; the commttee ought to |look at the -- well, the
commttee isn't interested. It's the --

M5. GOLDSTEIN. No, they don't care about this.

THE COURT: It's the un --

M5. GOLDSTEIN. But if there's a larger universe, we'd
want to discuss it wth them

THE COURT: It's the person who isn't here and, as |
said, I'mjust trying to hold down the fort.

MS. GOLDSTEIN: We understand that, Your Honor.

THE COURT: Al right. This is not unusual; we've
been through this before.

M5. GOLDSTEI N Yes.

THE COURT: Al right. Oherwse, actually, it's a
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very well-drafted order, | will say.

MR. RESNI CK: Thank you, Your Honor.

THE COURT: And | know that if M. Huebner was here,
he woul d give me a | ecture on how you can prine | essees even if
they don't agree. | see you very carefully put in provisions
t hat --

MR. RESNICK: W very carefully did so, Your Honor

THE COURT: -- don't do that.

MR. RESNICK: We very carefully did.

THE COURT: So I'lIl have to wait for another case for
M. Huebner to explain to me how he convinced Judge Drain that
he could do it under the Bankruptcy Code. Well, | -- that's
for anot her day.

MR, RESNI CK:  Yep.

THE COURT: It's too late in the evening.

MR. RESNI CK:  Yep.

THE COURT: On page 35, line 1, 2, 3, 4, 5, 6, 7, |
would like to just elimnate the words "waive their right to"
and just leave it at "shall not be entitled to seek relief”.

MR. RESNI CK:  Ckay.

THE COURT: Now, there are provisions here for the use

of cash collateral. How nuch is the cash collateral today?

MR. RESNICK: | understand it's approximtely
thirty -- inthe high thirties, | believe. Hgh thirty
mllion.
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THE COURT: WMs. Schonholtz?

MS. SCHONHCOLTZ:  Your Honor, in the Bank of Anerica
concentration account, as of the opening of business today, |
bel i eve there was about forty-eight mllion dollars.

THE COURT: Al right. Thank you. Well, that's
I nportant to know. That's useful.

| would like you to |look at the provisions at the very
bottom of page 45. | think we've got to get rid of the
"irrevocably waived" |anguage. "Relinquished", it's all right.
W have "wai ver" and "rel ease" again on page 46 in the third
line. | just -- | don't think we're talking about waiver or
rel ease.

| think it's only fair to state on page 48 at the end
of paragraph 18 -- I'Il let -- obviously, | think the comnmttee
has to have the opportunity to come back and argue about the
75, 000-dol | ar nunber, but | don't want to take your tine today.

MR RESNI CK: Under st ood.

THE COURT: They can al so argue about, | think the
seven mllion dollar nunber, but that seens to ne to be a
nunber that's hard to argue about.

| think, just on page 51, a final hearing is schedul ed
for a date. And then | think we should say, "The debtors shal
pronptly mail copies of this interimorder and notice of the
final hearing." So the notice can at least tell people what

this fifty-page totally inconprehensible docunent is supposed
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to be about.

MR. RESNI CK:  Ckay.

THE COURT: And objections, | guess, by the sane date
that we've been using. And those were ny comments.

Way don't | -- oh, one other thing |I guess we
should -- before we take a brief recess, we ought to discuss
the fee order.

MR. RESNICK: Sure. Certainly, Your Honor. And we
initially filed the notion to seek approval to file the fee
| etters under seal. W believe they contain confidential
proprietary information under the neaning of 107(b) of the
Bankruptcy Code. The U. S. Trustee contacted us and request ed,
as is often done in these cases, that we disclose the aggregate
amount of fees which are disclosed in the notion. And with
that arrangenent, the U.S. Trustee has agreed to permt this.

What we did in Kodak, as you may recall, was we just
filed redacted fee letters on the docket and we'd be happy to
do the sane now.

THE COURT: |'mnot sure, and this was probably an
oversight, that the redacted fee letter was filed in Kodak, but
we'll take that up with counsel for the | enders or counsel for
the debtors in Kodak. Let's put Kodak asi de.

MR RESNI CK:  Yeah.

THE COURT: You gave ne a redacted copy of the fee

letter wwth every nunber blanked out. It seens to ne that
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there are sone nunbers in that docunent that could be included,

I ncluding the aggregate maxi numfee anount. |'mvery
synpathetic to the need to keep the flex information
confidential, at least until the | enders have syndicated the
| oans.

MR. RESNI CK: Right.

THE COURT: But any other information, it seens to ne,
shoul d be disclosed. Now, | can hear fromthe | enders --

MR. RESNICK: Sure. W can take a lighter pen to the
redacti on.

THE COURT: Perhaps it's sonething to discuss with
| enders' counsel. | certainly understand the need to keep your
fl ex amounts confidential because --

MR. RESNI CK: Right.

THE COURT: -- that could benefit the debtors.

MR RESNI CK: Right.

THE COURT: But the aggregate anount in the fee
Letter, | think --

MR. RESNI CK: Ckay.

THE COURT: -- would not disclose any confidenti al
i nformation or anything that would i npede syndi cati on.

MR RESNICK: Right, right. Well, in this case, we
have several different fee letters and we di scl osed the
aggregate fees that will be paid by the debtors. W think that

that is actually the inportant information for our constituents
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to know. The actual breakdown as anong the various banks

represented by these firns --

THE COURT: Well, | think --

MR RESNICK: -- we don't think it's --

THE COURT: -- parties should know the cost of
multiple lenders and -- if possible.

MR. RESNI CK: Right.

THE COURT: It doesn't help to file a fee letter with
everyt hi ng bl anked out.

MR RESNI CK: Right.

THE COURT: Al the nunbers bl anked out --

MR. RESNI CK: Right.

THE COURT: -- if that isn't absolutely necessary.

MR RESNI CK: Understood. Well, we can discuss with
| enders' counsel taking a lighter pen to the redaction.

THE COURT: Wiy don't we take a five- or ten-mnute
break. If you'd let me know when you're ready to start again?

MR. RESNI CK: Thank you, Your Honor.

THE COURT: M. Schai bl e?

MR. SCHAI BLE: Your Honor, may | beg your indul gence?
There's two orders that if it were possible to enter this
eveni ng, we'd ask Your Honor -- we've made the change regarding
the final hearing and this is just cash managenent and wages.

THE COURT: Al right.

MR. SCHAIBLE: -- so that our checks won't bounce and
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I mpai r our enpl oyees.

THE COURT: Do you have cl ean copies?

MR SCHAI BLE: | have them on di sk.

THE COURT: Al right.

MR SCHAI BLE: May | approach?

THE COURT: |If you hand that up, we'll try to get it
entered today. |If not, first thing tonorrow norning, but we'll
try right now.

Let me take a recess. Thank you.

THE CLERK: Al rise.

(Recess from5:29 p.m until 5:51 p.m)

THE CLERK: Pl ease be seated.

THE COURT: Al right, we're back on the record in
Patri ot Coal Cornp.

M. Resnick?

MR RESNI CK: Thank you, Your Honor. So, Your Honor,
we conferred with the | enders and basically continued the
ext ensi ve negotiati ons we' ve been having wth them over the
past few weeks. W have nmade extensive efforts to attenpt to
get financing on a basis that wouldn't necessarily require the
rollup as of -- at the interimhearing. W're unable to obtain
that financing and, Your Honor, we submit that there would be
undoubtedly i mredi ate and irreparable harmto the debtors if we
were unable to consummate this DIP facility.

| "' m happy to put sone testinony on the record if you
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would like. Flip Huffard of Bl ackstone who is nore intimately

I nvol ved in the process than anybody on the planet, he can
testify to the debtors' efforts to obtain financing with other
terms. Mark Schroeder, the chief financial officer, can
testify to the debtors' need to obtain this financing. [|'m
happy to put themon the record. They would both testify that
alternative financing is sinply not available to this conpany;
we have made every effort to try. Blackstone has nmade every
effort to try and --

THE COURT: Well, | understand the unavailability of
ot her financing.

MR. RESNICK: Right. And also that the forty-eight
mllion dollars in cash is sinply not enough to sustain the
debtors. The debtors do have an imedi ate need to be able to
access this debtor-in-possession financing facility.

THE COURT: Al right. And every penny that was --
really had two issues.

MR. RESNI CK:  Sure.

THE COURT: One was the | ack of any evidence that the
debtors would suffer irreparable and i nmediate harmif they
didn't get a loan today in the ambunts proposed.

MR RESNICK: Right. W think it sends a very strong
positive signal to the market to have a cushion avail able so
that counterparties are not at all concerned that there is nore

than sufficient financing. W don't intend to draw the entire
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amount of the revolver and we submt that we believe it's the

ri ght amount.

THE COURT: Al right. | think |I should get some
testinony as to the need for the amount of financing that's
been proposed because there's sinply nothing in the record to
indicate that. And | understand the need for financing and the
need for a cushion, but there's nothing in the record to
denonstrate need for the anobunts proposed.

MR. RESNI CK: Ckay, Your Honor, I'd like to call Flip
Huf f ard of Bl ackst one.

THE COURT: Al right.

State your nane for the record, please.

MR. HUFFARD:. Flip Huffard from Bl ackst one.

THE COURT: |Is that your actual nanme?

MR. HUFFARD: Paul .

THE COURT: Paul Huffard.

(Wtness sworn)

THE COURT: Pl ease be seated.

THE W TNESS: Thank you
DI RECT EXAM NATI ON
BY MR. RESN CK:

Q M. Huffard, can you pl ease describe for the Court your
backgr ound?
A Sure. |'msenior managi ng director at the Bl ackstone

G oup. I'mone of the partners in the restructuring and
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reorgani zati on group. | have been doing restructurings for the

past twenty years and have been intimately involved in the
conpany's efforts here to find financing in connection with

t his bankruptcy filing.

Q And about when were you retained by the debtors to try to
find financing?

A W were first engaged with the debtors in |ate My,

al though finding this financing in particular wasn't what we
were focused on. At that point we were focused on trying to
arrange other forms of financing that would not be applicable
to a bankruptcy filing.

We' ve been working with the debtors closely, | would say,
for the last three weeks on identifying potential DI P financing
sour ces.

Q And did you contact nmultiple DI P financing sources?

A Yes, we did.

Q And do you feel |ike you' ve contacted sort of the universe
out there of potential DI P financing sources?

A W' ve contacted a | arge nunber of different potenti al
organi zations to provide DIP financing. This is obviously a
chal  enging industry and I think we were actually quite | ucky
to find the DI P financing that we have found.

Q Do you believe that DI P financing wi thout providing for a
rollup of the existing secured debt would be available on terns

that would not cause a primng fight with the existing | enders?
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A We explored a wide variety of different financing

structures in connection with our efforts. At the end of the
day, this particular structure was the only structure that we
found was feasible and it was, to be very clear, not in any way
feasible if we did not offer a rollup; there would be no
consent, in ny point of view, for the existing pre-petition
| enders to a primng lien. And so we would be forced to be in
a very contentious primng DIP fight day 1 of the bankruptcy
case which is always very damaging, in ny experience.
Q Thank you. Can you talk a little bit about the sizing of
the facility and how it was determ ned?
A O the interimavailability that we're requesting?
Q Let's start with the aggregate anmount of 802 mllion
A The aggregate anount of 802 mllion was derived by | ooking
at the conpany's cash flow needs over a nunber of years. And
we were | ooking for the size of the facility that woul d provide
t he conpany adequate liquidity to run its business and to face
sonme of the cash flow challenges that it would have in the near
termin a bankruptcy case as well as to be able to handl e the
uncertainty that the conpany experiences fromtine to tine in
its operations.

This is not a business that runs necessarily like
cl ockwork. You are working in a natural environment and there
are uncertainties. There are tines when mnes go down and

ti mes when shipnents of coal get delayed. Al of those conbine

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




12-12900-scc Doc 112 Filed 07/12/12 Entered 07/18/12 11:05:45 Main Document

© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o o0 M W N L O

Pg 84 of 112

PATRIOT COAL CORPORATION, et al. 84

to require a cushion in the conpany's liquidity profile.

Q Thank you. And the debtors are seeking authority to have
access to the entire 125-mllion dollar revolving -- borrow ng
base facility today and 250 million of the 375 mllion dollar
termloan. Can you talk a little bit about how that was sized
and al so whet her the debtors expect to draw on the revol ver?
A Sure. You know, Patriot finds itself right nowin a very
precarious liquidity position and a very fragile financi al
position, generally. Over the last nonth, the conpany's stock
has plumeted precipitously. It has been downgraded nultiple
tinmes, ultimately, | guess, this norning, to a D-- or |ast
night to a D. It has had nmany conversati ons, nmany heated
conversations with its vendors and its custoners about its
financial status. The whole world right now is | ooking at
Patri ot and wondering if they have enough noney to get by from
day to day. And the sizing of the DIP was really designed in
| arge part to provide a nessage of financial strength to the
wor | d.

This is a really chall enged conmpany right now. W are
trying to get it back on track; the managenment teamis working
extremely hard to maintain all of their good relationships wth
vendors and custoners and their enpl oyees. But the nessage we
need to send out right nowis that we have enough noney to get
through this process, we are financially stable, we are a good

place to do business with, and that was really the goal of the
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sizing of the interimavailability that we've requested. It's

not that the conmpany needs to draw every single penny of that
availability. 1t is a big billboard that we're trying to put
in front of the world saying we're open for business and we
have enough noney to run our busi ness.
Q And so in your opinion, do you believe that the conpany
woul d experience i medi ate and irreparable harmif the D P
facility were not approved?
A | do.
Q Thank you.

MR. RESNICK: | have no further questions.

THE COURT: Al right. Anyone else?

Ms. Schonhol tz?

M5. SCHONHOLTZ: Very briefly. Thank you, Your Honor.
CROSS- EXAM NATI ON
BY M5. SCHONHOLTZ:
Q M. Huffard, you testified, | believe, your efforts to
obtain financing other than this financing were unsuccessful.
I's that correct?
A That is correct.
Q Ckay. And how | ong were you |l ooking for DI P financing?
A | think it was approximately three weeks.
Q Ckay. And is it fair to say you were |ooking for DI P
financing because the out-of-court restructuring financing that

you were | ooking for before was not going to be avail abl e?
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A That is correct.
Q Ckay. Is it also fair to say that you scoured the market

for DIP financing in the three weeks that you were | ooking?

A Yes.

Q And you were not able to obtain any other financing other
than the financing that is being presented here today?

A That is correct.

Q Thank you.

THE COURT: Anyone el se?

Al right. So do | understand your testinony
correctly that the irreparable harmto the conpany from not
obtaining all of the availability that the conpany asked for is
caused by the very fact that the conpany hasn't obtained all of
the availability it asked for and that sends the wong nessage
to the market?

THE WTNESS: | think that's certainly a | arge part of
it. There's a certain anount of judgnent that obviously goes
into the sizing of the facility. | can't tell you honestly
that one dollar one way or the other is going to nake a
difference. But the fact that the conpany cane --
theoretically cane into court today with a large DIP facility
and didn't have that approved, | think that's very damagi ng and
sends concern -- nessages of concern throughout the comunity.

But even nore inportant --

THE COURT: So all we're tal king about --
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THE WTNESS: -- even --
THE COURT: |'msorry; go ahead.
THE WTNESS: |'m sorry.

THE COURT: Pl ease finish your answer.

THE W TNESS: Even nore inportant than that is just
the next day and the day after that, when the nmanagenent team
Is dealing wwth its business counterparties, the vendors, the
custoners and trying to get themto cone back onto a normalized
relationship, | think whether the financing is approved today
or not, they need to have it in place to run the business and
to get the business back into a stable place over the next week
or two.

This is a critical period of tine for the conpany.

THE COURT: Al right. Anything further?

MR RESNICK: Not for nme, Your Honor.

THE COURT: From anyone el se?

Al right, thank you.

THE W TNESS: Thank you

THE COURT: Al right. Anything further on the
question of financing? Fromanyone? Any further argunent?

Al right. As I've said several tines today, | am
only sitting in for Judge Chapman and we are both sitting in
for the coomttee that's not here. And we're trying to apply a
statute and rul es that have certain nmeaning. And of course, we

have to rely on the parties to bring us transactions that
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conport with the rules. And if the parties do not do that,

then we have a deadl ock.

| have the representation -- | have testinony now that
t hi s package was put together at length and with some
difficulty, which | accept without any question. And |'m
certainly aware of the difficulties of getting | enders to agree
as to certain concessions and certain provisions in a
financing. And |I'malso aware of the benefits of actually
getting pre-petition |lenders out of the case so that the air is
cl ear ed.

| will approve the DIP financing with the changes to
the order that were requested, with sone rel uctance, obviously.
| don't state this to hear nyself talk; | state this because
unl ess we can rely on parties to bring us DI P financings that
conply with the requirenents of the rules, we're left at odds
because we're only tal king about a twenty-day period. But
although | think this financing could be characterized as a
300-mIlion dollar rollup, it seens to ne fairer to take into
account the fact that these are letters of credit. As |
understand it, these are all standby letters of credit that are
not likely to be called on. So what we're doing is sinply
mai ntaining the status quo with regard to the letters of
credit. And if this is the cheapest way to do it, we're not
going to help the debtors by waiting another twenty days.

And you said, as has been stated to the Court, the
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provisions to unwi nd are very thorough and entirely

appropriate. |If the pre-petition |enders were not fully
secured, under the circunstances, this all can be unwound. So
['I'l approve it and al though | approve the concept, | do not
necessarily approve the concept that judges can approve a DIP
financing anount on an interimbasis nerely because the debtors
have asked for it. But |I do know the inportance of the debtors
proceedi ng on a snooth track at the beginning of a case and |
have sone testinony now to support the financing.

Yes, ma' anf?

MS. GASPARI NI :  Your Honor, at the beginning of the
hearing, M. Schai ble had indicated that there was one
outstanding issue with the Ofice of the United States Trustee
which | believe we've worked out during the break. And that
I ssue was that we had requested that a budget be rmade public.
| have not seen a budget yet, and we would Iike a budget
attached to even an interimorder.

We've agreed to attach a budget that carries through
the final in the interimand that we can work out on what is
going to get attached to the order in the final

THE COURT: Al right.

MS. GASPARINI: The other, if I --

THE COURT: Does the order -- | don't think the order
refers to a budget, does it?

MR RESNICK: It does not.
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THE COURT: It does not.

MS. GASPARINI:  Your Honor, | think I've found -- if |
may, | think that it's referred to in the version that | have
on paragraph 18 in the limtation of the use of financing
proceeds and collateral, it says, "pay any anmount on account of

any clains arising prior to the petition date unless such
paynment are" -- in (ii) it says -- "in accordance with the DIP
credit agreenents and the budget as accrued by the DI P agents”.

So there is one reference, at least, in that --

THE COURT: Well, then, all the nore reason to get
sonething on file.

Al right. Anything further tonight?

MR. RESNI CK: Thank you, Your Honor.

THE COURT: Al right. Then you'll provide us
tonorrow with revised orders.

MR, SCHAI BLE: Yes, Your Honor.

MR RESNICK: We will, Your Honor.

THE COURT: W' ve entered the joint adm nistration
order and the two orders that you asked --

MR. SCHAI BLE: Thank you, Your Honor.

MR RESNICK: | think that the final matter, Your
Honor, is the fee letters. You know, as | nentioned, the
aggregate matter is disclosed on the record and the | enders
woul d - -

THE COURT: Well, | think the anount of redacting in
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the fee letter is still nmuch too great. | do not think under

any stretch of the inmagination the fees charged by a DI P | ender
are confidential, and they should be disclosed. But I'll [et
that matter -- it's now after 6 o' clock -- I'll |et Judge
Chapman deal with that on Mnday.

But the proposition, | think, is sinply an absurdity
that the charges for a DIP loan by a DIP | ender are
confidential because the | ender would Iike themto be
confidential.

MR RESNI CK: Right.

THE COURT: That isn't --

MR. RESNI CK: Understood, okay. W can reserve --

THE COURT: That isn't either required or permtted
under Section 107 or the Rule.

MR RESNICK: Right. W can reserve on that for Judge
Chapman. Just to be clear, Your Honor, this order is approving
the paynment of the fees. W'Il| reserve for Judge Chapnman
whet her they -- to what extent the fee letters need to be filed
publicly. |Is that -- am| understanding correctly?

THE COURT: Again, subject to nondisclosure of the
flex provisions. 1've been through this several tines,
certainly with Ms. Goldstein, and |'msure we can cone up with
an appropriate disclosure.

MR. RESNI CK: Yeah. Thank you very nuch, Your Honor

THE COURT: Al right, thank you
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M5. SCHONHOLTZ: Thank you, Your Honor.

(Wher eupon these proceedi ngs were concluded at 6:12 p.m)
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