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P R O C E E D I N G S

1
THE COURT:

2
3

Mr. Canning, good

morning.
MR. CANNING:

4
5

Please be seated.

Good morning, Your Honor.

Mike Canning

from Arnold & Porter on behalf of the debtors.
Your Honor, we have a few matters on the agenda

6
7

today.

And, as always, I follow our final agenda in terms of

8

going through those.
First, we have the uncontested matters, Your Honor.

9
10

And the first matter is the debtor's motion for authority to

11

enter into a printing agreement with Local Insight Media

12

Holdings.

13

yellow pages and Internet based search services in Cincinnati,

14

Hawaii, Alaska and a number of other areas around the United

15

States.

16

Insight.

17

year and one of them expires the end of 2011.

18

been negotiating with Local Insight for some time and are

19

actually quite pleased to have entered into a new agreement on

20

a going forward basis that will allow us to print for them

21

through June of 2018.

22

additional revenues.

23

we're going to be providing for them immediately, and it

24

generates approximately $100 million of revenue over the course

25

of the new contract.

Local Insight, Your Honor, is the provider of print

Currently, the debtors have three contracts with Local
Two of them expired in the fourth quarter of this
The debtors have

We'll begin to immediately start seeing
We have some new expanded services that

So this is a real positive for the

VERITEXT REPORTING COMPANY
212-267-6868

516-608-2400

8
1

company, and the debtors would like to have the Court grant the

2

motion and allow us to enter into that agreement.
THE COURT:

3
4

it.

5

approve it.

There are no objections, I've reviewed

It seems to be in the best interest of the debtor and I'll

6

MR. CANNING:

Absolutely.

Thank you, Your Honor.

7

The next item, Your Honor, on the agenda is the

8

debtor's application to retain Watson Wyatt & Company.

Watson

9

Wyatt has actually been providing actuarial and consulting

10

services for the debtors and also with respect to their

11

qualified and nonqualified pension plans already during the

12

pendency of the case.

13

list of the ordinary course professionals.

We included Watson Wyatt on the original

In the last couple of months their amounts each month

14
15

have exceeded by a little bit the $50,000 limit per month.

And

16

the company's also sort of had further discussions with them

17

about expanding the kinds of services and the level of services

18

that they will be rendering to the debtor during the course of

19

the case to the point that it's clear that it will ultimately

20

exceed the $500,000 cap that we've provided for for ordinary

21

course professionals.

22

order that we had entered by the Court with respect to ordinary

23

course professionals, we're now going to come back and seek to

24

retain them full time as a full professional subject to 327 of

25

the code.

As a result, pursuant to the earlier

So no objections were filed, Your Honor, so we'd
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1

also ask for the Court to grant an order allowing us to retain

2

them.

3

THE COURT:

I approve that as well.

4

MR. CANNING:

Thank you, Your Honor.

Your Honor, the

5

next two items on the uncontested matters list address the

6

second omnibus motion that the debtors filed in connection with

7

seeking authority to reject certain unexpired nonresidential

8

real property leases.

9

motion seeking an order extending the time within which the

And associated with that is the debtor's

10

debtors may assume or reject certain other nonresidential real

11

property leases.

12

contested matter we have, the third of the trilogy that we

13

filed simultaneously, which was the motion to allow the debtor

14

to assume certain nonresidential real property leases.

15

might be easier, if it's acceptable to the Court, if I sort of

16

describe sort of where we are in that process collectively for

17

all three motions.

18

each other.

And then, as Your Honor I'm sure noted on the

It

Because I think they do sort of relate to

19

THE COURT:

20

MR. CANNING:

I think that makes good sense.
Generally, Your Honor, the debtors have

21

spent considerable amount of time over the last several months

22

reviewing their real estate situation.

23

aware, we have a number of facilities around North America but

24

certainly, specifically in New York where -- I'm sorry, the

25

U.S. where probably seventy-five or eighty percent of the

As Your Honor is well
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1

operations reside.

So in that regard we've retained, several

2

months ago, three real estate consulting firms.

3

of Pike & Core.

4

group within the company has really done a comprehensive review

5

of all of the facilities.

6

can, somewhat early in a case of this size, what would be in

7

the best interest of the debtors to assume and what were

8

clearly not locations that we we're going to need on a going

9

forward basis.

George Comfort

And with their assistance the real estate

Tried to determine, to the extent we

After going through that analysis and, frankly,

10

having a lot of discussion with a number of the landlords to

11

see if there were opportunities to reduce rental rates or

12

possibly relocate to different locations that would be more

13

economically advantageous to the estate and its creditors.

14

The debtors did put together a sort of a

15

comprehensive list of what should be assume, what should be

16

extended.

17

discussions with landlords, seeking their consent to put off

18

the time within which we had to make that decision.

19

reviewed that list with the creditors' committee and their

20

professionals quite extensively over the last ten days.

21

think with some modifications, which I'd like to describe, I

22

think that all parties, all of the creditors, as well as the

23

debtors, are now sort of in agreement as to what each of these

24

particular baskets should look like.

And in certain instances, where were still in

We then

And I

Generally, with respect to the -- and I'll start with

25
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the motion to assume, Your Honor, since I think everything sort

2

of flows down from that.

3

about thirty-five properties that the debtors felt were

4

appropriate to assume.

5

the list to reject.

6

that we extended the time.

But we had originally on the list

We only had two properties that were on

And then we had a number of properties

In many respects, that's not a surprise because we're

7
8

so heavily into plant facilities where even if the rents might

9

be a little lower someplace else, when you factor in the costs

10

to relocate the printing facilities, the dislocation, the

11

associated costs and the disruption to customers, which is

12

maybe the most important thing, it pretty much dictated that by

13

and large the company needed to keep these facilities and it

14

needed to stay in the current locations where they are.

15

So we had to be assumed on the list.

Initially, I

16

think we had thirty-seven on the list.

And we're now going to

17

delete a couple from that list.

18

Dyersburg, Tennessee which was the subject of an IDB financing,

19

frankly.

20

amendments.

21

opportunity yet to review all of those documents to get

22

comfortable.

23

facility that will be assumed, we have gotten consent of the

24

landlord to extend the time by which we have to make that

25

decision for sixty days until -- I think it's October 17th,

One of them is a facility in

And it's morphed over the years with a series of
And the committees really haven't had an

So, although we think that ultimately is a
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1

which is the day after our omnibus hearing on October 16th.
The other one, frankly, Your Honor, was a mistake.

2
3

It was a facility in Bethesda that the debtor entered into

4

post-petition so there's really isn't any need to have it on

5

the list and with a little bit more time to scrub it we

6

realized that that was the case; so that's been removed from

7

that list.
With respect to the rejections, there really is not

8
9

any changes there.

That list has stayed the same.

There's

10

only two leases.

My only comment there is one of them was the

11

facility in Edison, New Jersey that Your Honor may recall that

12

we entered into a new facility in Edison to move our co-mailing

13

facilities.

14

THE COURT:

15

MR. CANNING:

I recall that.
Exactly.

So we've reached agreement

16

with the landlord to reject it today but with the vacancy to be

17

effective at the end of January to accommodate our transition

18

to our new facility.
Now, with respect to the last motion, Your Honor,

19
20

which was to extend the time within which we were to assume or

21

reject, we added to that list -- we already had the number of

22

properties on that list.

23

that I just mentioned.

24

as to whether or not another IDB in Tennessee at Clarksville,

25

Montgomery County may include some real estate as well.

We've added the Dyersburg property
We also -- there was a question raised

And,
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again, we just simply didn't have time in the last couple of

2

days to really ferret that out.

3

there and they've consented.

4

now.

5

to the order that allows us to extend the time to assume or

6

reject.

We talked to the landlord down

So that's not on any list right

That will be a new addition to the list that's attached

And then lastly, Your Honor, there's one deletion --

7
8

one other deletion from the motion to assume and that's with

9

respect to a property in Atlanta.

That was also in all

10

respects probably a mistake.

11

entity, it's a nondebtor entity.

12

with that landlord and are still hopeful that agreement will be

13

reached on amendment to the existing lease with the nondebtor

14

entity, which may include the assignment of that facility to a

15

debtor entity, because the debtor entity is actually in

16

occupancy.
THE COURT:

17
18

The tenant there is not a debtor

This relates to the objection I saw filed

by Willkie Farr & Gallagher?

19

MR. CANNING:

20

why I saved that until the end.
THE COURT:

21
22

We have been in negotiations

Exactly right, Your Honor.

And that's

We only --

There's someone standing who must be a

Willkie lawyer.

23

MR. MOORE:

May I speak now or shall I wait?

24

THE COURT:

Since we're talking about this

25

transaction you're free to come forward.

I saw you walked in a
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1

little bit late.

2

MR. MOORE:

Sorry, Your Honor.

3

THE COURT:

That's okay.

4

these things.

I just pay attention to

Come on up.

5

MR. MOORE:

6

MR. CANNING:

Sure.
Your Honor, while he's approaching I

7

might just finish that we did have the three objections.

Two

8

of them were for future payments and we've resolved those on

9

amounts that are acceptable to both the debtors and the

10

respective landlords.

11

And in the fullness of disclosure we also had an informal

12

objection from one landlord for $146 and we've added that to

13

the list as well.
Those objections were satisfied, this is the one

14
15

remaining issue.
THE COURT:

16
17

One was for 23,000, one was for 90,000.

Okay.

So what's the status of the DeKalb

County property, do you want to speak on behalf of your client?
MR. MOORE:

18

Your Honor, Jimmy Moore of Willkie Farr &

19

Gallagher.

20

landlord to the lease in Georgia.
Your Honor, I apologize for being late, we were on

21
22

We represent Corporate Property Associates, the

the phone this morning.

23

THE COURT:

That's fine, it was only five minutes.

24

MR. MOORE:

I rushed down here.

25

Your Honor, I'd just

like to state for the record that while we recognize we won't
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1

be able to resolve this today, I'd like to state for the record

2

just the following facts.

3

in their papers, that one of the debtors in these cases is

4

acting as tenant to our lease.

5

agree to the extension of the time to assume.

6

because the lease will not be assumed by the end of the 210 day

7

period, that's the initial 120 days, Your Honor, under

8

365(d)(4) and the ninety day extension that they received, it's

9

our understanding, Your Honor, that the lease will be deemed

10

First, that the debtors, as stated

Two, we, as landlord, we do not
And third,

rejected at the end of that period.
THE COURT:

11

That hardly seems possible since this is

12

a lease with a Canadian -- or it's a nondebtor entity.

13

understand your argument at all.
MR. MOORE:

14

I don't

Your Honor, in the debtor's papers in

15

Exhibit B to their motion they state that one of the debtors in

16

these cases is essentially acting as tenant to our lease.

17

are occupying the premises, Your Honor, and they were also

18

fulfilling all the obligations under the lease.
THE COURT:

19

They

Well, this is not the time to litigate if

20

that's what we're doing through these statements.

Questions of

21

fact that are not really before me, except in some pleadings

22

that have been filed.

23

not going to be a contested matter today, and I don't know if

24

they crossed signals or exactly what's going on.

25

what you've had to say, your rights are reserved, what you have

I heard Mr. Canning say that this was

But I hear
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just said, frankly, doesn't sound right to me, but that doesn't

2

mean that I'm making any findings.

3

property is being used by a debtor but the debtor is not the

4

lessee, I don't know what the arrangements are and I make no

5

findings with respect to that.

6

that frankly sound to me to be patently wrong.

7

mean that I'm making a finding that you can't ultimately

8

prevail.

9

fruitfully if you press the point now.

But you've said some things
That doesn't

But I don't think we're going to be spending our time

MR. MOORE:

10

To the extent that the

I understand, Your Honor.

And just to

11

add, debtor's counsel mentioned that they want to look to

12

negotiate with us further, and we're happy to do that, sir.
THE COURT:

13
14

I'm sure you will be.

And I wish you and

your client luck in working something out.

15

MR. MOORE:

16

MR. CANNING:

Thank you, Your Honor.
Thank you, Your Honor.

With those

17

changes, I think that the debtors are prepared to ask the Court

18

if it would enter the order in respect of all three motions.

19

One to assume the leases that we've now modified on our list,

20

to reject the leases that we've had on our list with no change,

21

and then to grant the extensions with respect to the balance of

22

the leases.

23

through October 17th, which is sixty days.

24

Clarksville one, because we're not even sure whether it really

25

is a real estate component to it, is September 19th, which is a

There's, like, seven of them, six of them are
One of the -- the
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day after our omnibus hearing.

2

THE COURT:

3

I take it to the extent that there were

cure objections that I saw, those have been resolved?
MR. CANNING:

4

Yes, they have, Your Honor.

As I

5

mentioned, there were two formal objections one for Bowling

6

Brook and one for the property -- the Hewell property and those

7

have been resolved.

8

THE COURT:

9

MR. CANNING:

Plus one for $147.

10

THE COURT:

11

MR. CANNING:

$146 in full.
Sorry, got the number wrong.
Which has also been resolved, Your

12

Honor.

And so we've modified those charts to reflect those as

13

the cure amounts the debtor will pay.

14

THE COURT:

Fine.

I'm happy to approve all that.

15

MR. CANNING:

16

Your Honor, the next motion is the debtor's motion

Thank you very much, Your Honor.

17

for authority to enter into the memorandum of agreement

18

amending a printing agreement with Parade Publications.

19

Your Honor knows, that motion was filed with not a lot of

20

specific information and there have been a couple of additional

21

pleadings, a limited objection filed by the committee as well

22

as a reply, a response by the debtors with respect to that.

23

Virtually all of the specifics about that amendment, as you

24

know, are confidential.

25

courtroom, Your Honor, today who are prepared to testify if

And as

We do have the declarants in the
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Your Honor would like to ask any additional questions.

2

the confidentiality of it, Your Honor, I would leave to the

3

Court how you would like to proceed with that.
THE COURT:

4

This is actually a tough one.

Due to

Not that

5

the issues are so tough, but we have a public hearing.

I have

6

reviewed the papers that were very carefully and discreetly

7

written by both the committee and by the debtor.

8

unfair shots at the other.

Nobody took

I noted that and appreciate that.

But there wasn't a request made that the courtroom be

9
10

sealed for purposes of the argument, although the pleadings

11

have been sealed.

12

have received unredacted copies of the pleadings and so they're

13

fully informed.

14

issues without invading the specifics of the transaction.

15

I think that the principal issues, and I'm familiar with them,

16

go to whether or not the Bankruptcy Court should be

17

substituting its business judgment for that of the debtor as to

18

a transaction of obvious and recognized importance.

19

committee in its papers makes clear that it recognizes the

20

significance of the transaction but has expressed concern that

21

there are certain aspects of it, notably those relating to

22

possible impact on the plan process itself, that may be

23

inappropriate in light of the other transactions that the

24

debtor may be entering into of like type.

25

way of attempting to characterize what I think I've read

I know that key participants in the case

I think it's possible for us to talk about the
And

And the

That's my discreet
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without going into the specifics.
I don't feel any need, based upon my having read the

2
3

papers, for there to be a more formal presentation,

4

particularly as it relates to the declarant, whose declaration

5

is almost word for word the same as the papers filed by the

6

debtor.

7

careful in pointing out that the committee's concerns are

8

reasonable concerns but that the business transaction that

9

underlies this proposed contract extension and modification is

And I believe that the debtor has been extraordinarily

10

such an important transaction for the company and represents so

11

significant a relationship now and in the future that

12

notwithstanding the fact that I believe there is what amounts

13

to a unity of interests between the debtor and the committee

14

with respect to some of the issues that are before me, that the

15

debtor is effectively saying to me we've thought about it,

16

we've negotiated it carefully and this is a transaction that we

17

believe is so important that notwithstanding the fact that

18

there are aspects to it that we might prefer weren't part of

19

the deal, we're nonetheless prepared to go forward with it.

20

That's how I read the papers.
Now, as far as your putting on the case that you want

21
22

to put on, you're free to do that.

23

rule.
MR. CANNING:

24
25

But I'm also prepared to

Thank you very much, Your Honor.

We

are prepared to just go forward with no more formal
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presentation.

2

characterization is, from the debtor's standpoint, absolutely

3

accurate.

4

record.
Your Honor, David Botter, Akin Gump

Strauss Hauer & Feld on behalf of the committee.
With Your Honor's comments, we'd be prepared to rest

7
8

And that's, I think, all I need to say for the

MR. BOTTER:

5
6

I would note that Your Honor's comments and your

on our papers and have you rule.
THE COURT:

9

All right.

I'm prepared to, based upon

10

my careful review of both the committee's papers and the

11

debtor's papers, to approve this transaction in the form that

12

it has been presented.

13

the committee and the debtor in presenting what is really a

14

very complicated subject matter in a thoughtful and

15

dispassionate way.

16

reasonable concerns but which didn't overplay the hand on

17

either side.

18

this magnitude and importance, significant issues are being

19

presented to me in a way that frankly makes it easier for me to

20

make thoughtful decisions.

21

extraordinarily civil, for which I complement you.

I want to compliment, by the way, both

It points out the concerns which are

And I'm frankly very pleased that in a case of

And everybody has been

I believe that the transaction that's presented is

22
23

one that makes good business sense for the debtor.

I am not

24

prepared to substitute my business judgment for that of the

25

debtor.

Nor, as I read the committee's papers, is the
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1

committee suggesting that its business judgment should be

2

substituted for the debtor.
Rather, I view the committee as expressing reasonable

3
4

concerns that a customer relationship not be elevated to the

5

level of a covenant based relationship.

6

fact that there are elements in the transaction, as I have

7

reviewed it, that I consider as to the committee unusual, I am

8

prepared to approve it given the obvious significance that this

9

transaction has to the operations of the debtor, and I think

Notwithstanding the

10

it's six different plants.

11

a magazine that has the widest circulation of any other

12

magazine in the United States and constitutes a very

13

significant percentage of the operations of this division of

14

the debtor.

15

circumstances, to see this as if not a unique relationship, a

16

relationship of such extraordinary business significance that

17

it is important for it to be preserved and expanded.

18

as a given that the parties to the negotiations negotiated at

19

length and in good faith and that the transaction that has been

20

presented represents a balanced and appropriate transaction for

21

the debtor.

And for that reason, I'm prepared, under the

I accept

For that reason, I'm prepared to approve it.

22

MR. CANNING:

23

MR. BOTTER:

24

MR. CANNING:

25

This represents the publication of

Thank you very much, Your Honor.
Thank you, Judge.
Your Honor, I think that is all the

items that we had, other than the adjourned matters, and there
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are several of those which we have referred to before.

We have

2

basically worked out with all of those counterparties post-

3

petition payments and we're working on stipulations which we'll

4

either present next time, Your Honor, or maybe even on notice

5

of presentment if we work them out beforehand.
And other than that -- the only other item, Your

6
7

Honor, I wanted to just raise with the Court is just a follow-

8

up to advise Your Honor of some discussions I've had with each

9

of the three committees and with the U.S. Trustee regarding the

10

MICP program, which Your Honor will remember we had approved a

11

month or two ago.
Since the Court approved that we've had a couple of

12
13

modifications to the individuals who are appropriately -- that

14

I'll characterize as in the circle covered by the program with

15

respect to the enhanced payments.

16

individuals who actually have since left the company.

17

been some promotions from within the company.

18

some modifications as a result of a consolidation of some units

19

within a division of the company and as a result of that, the

20

net effect of those that have occurred so far would be a

21

reduction in the overall dollars that would be applicable and

22

available for the eligible participants by some $600,000.

They have to do with some
There's

There's been

But what that process made us realize is that on a

23
24

going forward basis, since this plan runs through June of next

25

year, that there may, from time to time, be other similar

VERITEXT REPORTING COMPANY
212-267-6868

516-608-2400

23
1

modifications.

And so as not to burden the Court, I've

2

discussed with each of the three committees and with the U.S.

3

Trustee's Office that when they occur we will provide the

4

necessary information to each of the committees and to the U.S.

5

Trustee as to the individuals, as to the dollar amount and as

6

to their relationship and their work performance within the

7

company.

8

U.S. Trustee are satisfied, then we can make that modification

9

to the program without having to come back to the Court.

And assuming that all three of the committees and the

Obviously, if there was something that there was

10
11

disagreement about, we would not make the change until we came

12

back to the Court.
THE COURT:

13

What you're describing is something that

14

while obviously significant to the individuals affected is more

15

in the nature of a ministerial change.

16

MR. CANNING:

17

THE COURT:

Correct.
I'm prepared to allow this to proceed

18

without further need to come to court, assuming that

19

everybody's on board.

20

MR. CANNING:

21

THE COURT:

22

MR. CANNING:

23

today.

25

Fine.
I think that's all we had on our agenda

If nobody has anything else -THE COURT:

24

Thank you very much, Your Honor.

There's a note being passed, so we'll

find out what that's about.
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MR. CANNING:

1

My colleague here was going to remind

2

me to perhaps mention to the Court that we have set September

3

18th in the afternoon as the 341 hearing date.

4

U.S. Trustee is not here today, so I'll advise the Court that

5

that's the date we're going to do it.

6

as the omnibus, to be efficient, and we're going to do it in

7

the afternoon at the U.S. Trustee's chambers.
THE COURT:

8
9

I guess the

Actually, the same day

Well, if everybody who wants to attend

can fit into the U.S. Trustee's room, that's great.

Some 341s

10

have special large rooms reserved, and I gather you're not

11

expecting a big crowd.

12

MR. CANNING:

Actually, Mr. Velez-Rivera felt that in

13

light of sort of the timing of where we are in the case, and

14

there's been such an act of participation by so many of the

15

committees, that he's cautiously optimistic that we'll be able

16

to do it over in his facilities.

17

accommodate that.

18

THE COURT:

19

MR. CANNING:

20

THE COURT:

21

Fine.

Okay.

So we're certainly willing to

I'll see you next time.

Thank you, Your Honor.
We're adjourned.

(Proceedings concluded at 10:30 a.m.)
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I N D E X

2
3

RULINGS

4

Page Line

5
6

Motion for Authority to Enter Into a Printing

7

Agreement with Local Insight Media Holdings,

8

Inc. Granted

9

Motion by Debtors Retain Watson Wyatt & Company

8

4

9

3

10

Granted

11

Motion to Assume Leases Granted

17

14

12

Motion to Reject Leases Granted

17

14

13

Motion to Grant Extension With Regard to

17

14

14

Leases Granted

15

Motion for Authority to Enter Into Memorandum

21

21

16

Of Agreement Amending a Printing Agreement with

17

Parade Publications Granted
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20
21
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3
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