In Re:
RAVN AIR GROUP INC., et al.
Case No. 20-10755 (BLS)

April 7, 2020

ecribers, LLC
(973) 406-2250
oper ations@escribers.net
WWW.escribers.net

To purchase copies of this transcript, please contact us by phone or email




© 00 N oo o A~ w NP

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

UNI TED STATES BANKRUPTCY COURT

DI STRI CT OF DELAWARE

In the Matter of:

RAVN AIR GROUP INC., et al.,
Debt or s.

Case No.
20- 10755 (BLS)

- - - =X

United States Bankruptcy Court

824 North Market Street

W | m ngton, Del awnare

April 7, 2020

10: 34 AM

BEFORE
HON. BRENDAN L. SHANNON
U S. BANKRUPTCY JUDGE

ECR OPERATOR AL LUGANO

eScri bers, LLC |

oper ati ons@scri bers. net

(973) 406-2250
| www. escri bers. net




© 00 N oo o A~ w NP

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

Tel ephoni ¢ and video hearing re:
Motion of the debtors for entry of an order directing the joint

adm ni stration of the debtors' Chapter 11 cases [Dkt. No. 3]

Debtors' application for appointnment of Stretto as cl ai ns-and-

noticing agent [Dkt. No. 4]

Motion of the debtors for interimand final orders (i)
approvi ng continued use of the debtors' cash-managenent system
bank accounts, and business forns; (ii) granting the debtors
authority to open and cl ose bank accounts; and (iii)

aut hori zing banks to honor certain pre-petition transfers [Dkt.

No. 6]

Motion of the debtors for interimand final orders establishing
adequat e- assurance procedures with respect to the debtors'

utility providers [Dkt. No. 7]

Motion of the debtors for interimand final orders authorizing

the debtors to pay certain pre-petition taxes [Dkt. No. 8]

Motion of the debtors for interimand final orders authorizing

t he paynment of pre-petition insurance obligations [Dkt. No. 9]
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Motion of the debtors for an order authorizing the debtors to
pay pre-petition enployee wages, benefits, and related itens

[Dkt. No. 10]

Motion of the debtors for entry of interimand final orders
pursuant to 11 U S.C. Sections 105, 361, 362, 363, 364, and 507
and Bankruptcy Rul es 2002, 4001, and 6004 (i) authorizing the
debtors to obtain post-petition senior secured superpriority
financing, (ii) authorizing the debtors' limted use of cash
collateral, (iii) granting adequate protection to the pre-
petition secured parties, (iv) scheduling a final hearing, and

(v) granting related relief [Dkt. No. 13]

Transcribed by: Clara Rubin
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APPEARANCES (TELEPHON C):
BLANK ROME LLP

Attorneys for Debtors
BY: VICTORIA (TORI) A QU LFOYLE, ESQ

KELLER BENVENUTTI KIM LLP
Attorneys for Debtors

BY: TOBI AS S. KELLER, ESQ
JANE KIM ESQ

CONVWAY MACKENZI E, | NC.
Attorneys for Debtors
JAM E L. CHRON STER, ESQ

OFFI CE OF THE UNI TED STATES TRUSTEE
Attorneys for the United States Trustee

BY: TIMOTHY J. FOX, JR, ESQ
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ASHBY & GEDDES, P. A
Attorneys for BNP Pari bas
BY: WLLI AM P. BOADEN, ESQ.
GREGORY A. TAYLOR, ESQ

ATTORNEY GENERAL'S OFFI CE
Attorneys for the State of Al aska
BY: ROBERT H. SCHM DT, AAG

BARNES & THORNBURG LLP
Interested Party

BY: KEVIN G COLLINS, ESQ

BUSH KORNFELD, LLP
In Propria Persona

BY: JAY KORNFELD, ESQ
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JONES DAY

Attorneys for JFL-RAG Partners, LLC
BY: CARL E. BLACK, ESQ

T. DANI EL REYNCLDS, ESQ

U.S. DEPARTMENT OF JUSTICE - GVIL DI VISION
Attorneys for the United States
BY: ANDREA H. HANDEL, ESQ

W NSTON & STRAWN LLP
Attorneys for BNP Pari bas
BY: DAVI D NEI ER, ESQ

ALSO PRESENT ( TELEPHONI CALLY):
JOHN MANNI ON, CFO of the Debtors
DAVE PFLI EGER, CEO of the Debtors

RI CHARD NEVENS (PH.), Independent Director of the Debtors
JI M DECKER (PH.), Independent Director of the Debtors
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RAVN AIR GROUP INC., et al.

PROCEEDI NGS

THE COURT: Good norning, everybody. This is Judge
Shannon. | understand fromthe operator that everybody is on
the line this norning. W' ve had sone difficulty with this
before, so I"'mjust going ask -- | can see a nunber of parties
today. | would just ask generally, can everybody see ne? I|I'm
in the courtroomin WIlmngton. Can you fol ks see ne?

UNI DENTI FI ED SPEAKER: W can see you, Your Honor.

THE COURT: Geat. Al right, thanks.

This is a telephonic first-day hearing and a video
first-day hearing in the matter of Ravn Air Goup, R A-V-N,
whi ch is Case Nunmber 20-10755. Before we get going, | would
again express, as | think I have pretty consistently, ny
appreciation to everybody for their flexibility intrying to
deal with the extraordinary circunstances that we're all
facing, but nevertheless still carrying out the Court's m ssion
for stakehol ders and for your respective clients.

In addition, I'msure everybody on the phone is
certainly a tel econference veteran, and now we're becom ng
vi deoconference veterans. | want to assure every party that

any party that wishes to be heard will have an opportunity to

be heard. It is alittle bit cunbersone, but it's been working
pretty well. But I'Il just ask everybody for their patience in
advance.

In addition, | would Iike to commend counsel -- |
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think it's Ms. Quilfoyle and her col |l eagues -- for really doing
aterrific job of sharing the materials with the Court in
advance. | have received bl acklines that make [ife a | ot
easier. And so | think | have a pretty good understandi ng of
where everybody is on the open issues that they've got. And it
seened |ike nost of the issues have been ironed out, and that's
certainly wel cone news.

But before we nove any further, |I'm/looking at ny
video and | do not see M. Fox. M. Fox, you're certainly
wel cone to participate by phone if you' re not on the video, but
| want to nmake sure the U S. Trustee is represented in this
norni ng' s hearing.

MR FOX: Good norning, Your Honor. May it please the
Court. TimFox on behalf of the United States Trustee.

As | advised the debtors, when the video option was
put forward, our IT departnment has trouble interfacing with
out si de-generated conference calls. | think some of ny
col | eagues have been nore successful than others. | tried to
test it yesterday and it appeared like it would work, and now
continue to get error nessages indicating that the program
cannot connect me to audi o-video presentations. And it's
booted ne out of the call a couple of tines. And | think,
unfortunately, | won't be able to start ny video today, but I
am here on phone and will be able to participate

tel ephonically. And | think, thankfully, we've been able to
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wor k through the majority of our issues, so the absence of ny
vi deo, hopefully, won't be too detrinental to today's
proceedi ngs.

THE COURT: Geat. | appreciate that. And obviously,
you're wel cone to participate by tel econference. | had heard
fromsone of ny colleagues that your office is having sone
difficulty. | think part of it may just be a policy issue as
well as being an I T issue, but hopefully that'll get sorted out
as we continue to work through this. But again, | appreciate
your engagenent with the U S. Trustee. It's very -- or with
the debtors. |It's very clear to ne that you have nanaged t hat
process pretty effectively. And I'Il look forward to hearing
from everybody this norning.

Wth that, | see M. Keller. It is good to see you
again, M. Keller. And the podiumis yours

MR KELLER  Thank you, Your Honor. And very nice to
see you again. Just for the record; Tobias Keller of Keller
Benvenutti Kim representing the debtors, Ravn Air G oup, Ravn
Air (sic) Holdings, LLC, JJM Inc., HoTH, Inc., Peninsula
Avi ation Services, Inc., Corvus Airlines, Frontier Flying
Services (sic), and Hagel and Aviation Services. Wth you
renotely is the debtors' CFO, John Mannion.

John, if you could indicate -- just give us a wave
there on the Skype (ph.) so that the judge can see you.

THE COURT: Very good. | do have M. -- | have M.

eScribers, LLC | (973) 406-2250
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Manni on on the screen. Geat.

MR KELLER  Wonderful. | also believe that on the
conference line is our CEQO Dave Pflieger, and several of our
directors, including our independent directors, R chard Nevens
(ph.) and Jim Decker (ph.). Also on video is ny partner, Jane
Kim who wll be speaking to a number of the issues on today's
agenda.

THE COURT: G eat.

MR, KELLER  Wth Your Honor's consent, |'d like to
give a brief description of the debtors, the reason that bring
(sic) us before Your Honor, and our expectations of how the
cases W || be resol ved.

THE COURT: That sounds good.

MR KELLER  After that, I'mgoing to ask -- after
that, I'mgoing to ask Ms. Guilfoyle to get the joint
adm ni stration, clainms agent addressed. And then with your
| eave, though it's last on the agenda, I'd like to take the
DI P-financing notion first.

THE COURT: Ckay.

MR KELLER  After that, | think Ms. -- great.

So, thank you. Ravn Air Goup is a collection of
several air-transportation businesses in A aska that were
consol i dated under the Ravn masthead. |Inmediately before the
filing, there were three core businesses: Ravn Al aska, Penair,

and Ravn Connect. The first two are what we call Part 121
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carriers, indicating that they flew | arger passenger pl anes,
whi | e RavnAir Connect was a, quote, "Part 135" carrier, running
smal l er airplanes to over 110 snaller Al askan communities.

One of the unique features of the Alaskan terrain is
that the state is nassive but connected by very few hi ghways.
As a result, airplane travel is of central inportance to
providing mail, food, and supplies for rural villages, bringing
medicine to their residents, and taking residents to nedical
treat nent when necessary, and getting busi nesspeopl e and
wor kers to various industries throughout Al aska, including oi
and gas, commercial fishing, and defense.

THE COURT: M. Keller --

MR KELLER  To give Your --

THE COURT: -- Judge Shannon. | just --

MR, KELLER  Yes.

THE COURT: -- have to comment. And it's difficult to
have a colloquy on the teleconference, so I'l|l keep it short.
But | did read carefully M. Mannion's declaration

And, M. Mannion, | think it's 6:30 in the norning
there, so | do apol ogize for that.

MR. MANNION:  Not at all, Your Honor.

THE COURT: What really struck ne is the concept. |
guess | had known about the need for air travel in Al aska and
the idea that there are places where there aren't roads. But

the idea that there are |arge tows and even cities that
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ultimately don't have a road out of themis just a -- it's
al nost like a science-fiction proposition. | nean, it's hard
to wap ny head around that in a place the size of Del aware.

MR KELLER That's -- that is in fact the case. And
Ravn is a major player. 1In 2019, our revenues exceeded 200
mllion dollars, passenger-servicing providing the |argest
revenue stream slightly over half, followed by nmail and bypass
mai |, which is about a quarter; and then charter and freight,
whi ch took up about twenty percent as well. Before the
shutdown of its operations, Ravn operated 72 aircraft at 21 hub
airports and 73 facilities, serving a total of 115 destinations
in Alaska, with up 400 daily flights.

So as Your Honor observes, Ravn has been a significant
and critical part of Al aska's econony but also the
infrastructure. And one of the issues that has arisen that we
are trying to get resolved but nmay have to cone back before
Your Honor is, in fact -- it was deermed so critical to one
smal | town, Barrow, that it issued an order purporting to
comrandeer Ravn's assets at its |location, an issue that we hope
to resolve in short order without having to come before Your
Honor. But with that said, we are |ooking for a quick
resolution of the Barrow situation. W nay have to return to
Your Honor on short notice if we can't get it addressed.

THE COURT: 1'Il be here.

MR, KELLER In any event, because of Al aska's harsh

eScribers, LLC | (973) 406-2250
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RAVN AIR GROUP INC., et al. 13

winter climate, the debtors' businesses are highly seasonal.
Their operations tend to consunme cash during the last and first
gquarters of the year, and they generate excess cash during the
second and third quarters. O course, this year's an
exception. The COVID pandem c hit Al aska squarely in the

m ddl e of last nonth, and the group experienced an eighty- to
ni nety-percent decrease in passenger revenue in all three of
Its airlines, as conpared to historical results. So it was

I mmedi ately apparent that Ravn isn't going to be generating
cash during this busy period and it was going to need a cash

I nfusion i Mmedi ately.

Wien it was evident that it was not going to be able
to pay for fuel and necessities or make future payrolls, it
made a pai nful decision over the weekend to permanent -- or not
permanent; to tenporarily shut down its operations and |ay off
a substantial majority of its enployees.

| don't think I need to belabor the point that capital
is hard to cone by in this environnent. Ravn has submtted
applications for loans and grants under the CARES Act. It's
al so sought external debt capital and it's engaged with its
sponsors for equity infusions. To this point, it could not
procure capital outside of bankruptcy, notwithstanding its
strong market position, its established business, in |arge part
because, |like the rest of us, it cannot tell its investors when

the pandemic will recede and bookings will return.
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At this point, all that Ravn could secure was the DI P-
financi ng package that gives it a brief runway during which it
must prepare for an orderly liquidation if nothing el se appears
on the horizon. W do have roomfor hope. Ravn is actively
wor ki ng with governnent officials to secure funding. And if
fundi ng were obtained, we may be able to cone up with a
restructuring or at |least parts -- a sale of parts of its
busi nesses.

W will keep Your Honor apprised of any positive
devel opnments but, in the absence of relief soon, we wll
unhappily but necessarily -- we will be put in a position where
we will be presenting Your Honor with a |iquidating plan that
will allow the conpany to realize an orderly liquidation and a
value for its assets, rather than the forced fire-sale process
that woul d ot herw se follow

Your Honor, that's the sunmary. And |I'd be pleased to
entertain any questions Your Honor has. Qherw se, |I'd propose
that we proceed to the agenda.

THE COURT: | only have one or two questions, and they
may not be able to be answered right now | understand the
chal | enges that the conpany faced and the circunstances that
required the decision, the sort of the spearpoint decision, to
file. Cbviously, it's an unprecedented econom c environnent,
but concerns with respect to being able to make payroll and to

pay for fuel and other itens that are being ordered by the
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conpany, at least as far as | understand, drove the timng of
the debtors' filings for purposes of today. |In addition, I
don't think any bankruptcy professional or finance professiona
I's unaware of the loan provisions of the CARES Act. M guess
Is that that will require sone machinery and a little bit of
tinme to get through

I woul d ask, given the description, which | certainly
take at face value and it certainly seens plausible, that this
conpany is a central part of the infrastructure of Al aska, has
the debtor been in touch with authorities in Al aska, either
city or state, in order to determ ne whether or not there may
be sonme support in that respect?

MR. KELLER  There have been nultiple outreaches both
with federal officials -- and to that point, | should note that
particularly Sens. Sullivan and Murkowski have been very aware
of and, frankly, synpathetic to us. W understand that they
have been advocating Ravn's position in the federal system
wi th Departnent of Treasury. There've also been a nunber of
outreaches to state officials, and those outreaches conti nue,
for the reason that Your Honor has inplied, whichis, if Ravn
isn't there to provide essential services, we need to cooperate
with the local authorities to make sure that, if need be, our
runways and facilities can be subl eased so that others can get
in planes and get supplies.

So there is a humanitarian aspect that we are fully
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RAVN AIR GROUP INC., et al. 16

aware of and working with authorities on. W are also hoping
that -- as the reality of where Ravn stands sets in, that
perhaps, in addition to (indiscernible), there will be other
opportunities to cone up with sonething nore robust, an orderly
l'i qui dati on.

THE COURT: Ckay. Al right, | understand. | think
you' ve answered the questions that | have. Before we go any
further, I would just touch base with the Ofice of the United
States Trustee

M. Fox, has your office had any opportunity to
consi der scheduling a formation neeting?

MR. FOX: Good norning again, Your Honor. My it
pl ease the Court. TimFox on behalf of the United States
Trust ee.

Wth the circunstances we're currently facing, we have
not yet determined a date for the formation of a conmttee. |
think, at the conclusion or at |east when we get to the first
itemthat requires the scheduling of a final hearing with
respect to today's first-day matters, that'll provide insight
as to what our outside date is and allow nmy office to work back
fromthat to figure out a tinme line that works

It'"s not anticipated that we'll conduct any in-person
neeting. We will send out our solicitation as pronptly as
possi bl e after today's proceedings, and then ny office wll

touch base with creditors that are interested and file a notice
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of appoi ntment on the docket should there be sufficient
interest, and allow the commttee nmenbers to then set about
their business and get up and running as quickly as possible.

But unfortunately, we won't have a date certain by
which the conmttee will be formed. But it's ny expectation
and nmy hope that we are able to forma conmttee sufficiently
I n advance of the second-day hearing with respect to the final
DI P financing and other notions where the commttee should have
an opportunity to weigh in.

THE COURT: (kay. Let's take care of, if we can, just
at least one or two other pieces of housekeeping, for purposes
of today's hearing. First, | do note that in the amended
agenda that was submtted, a nunber of the status lines reflect
that the debtor has considered and accepted what ever
nodi fi cations or revisions your office has requested, so that
you're okay with the entry of the order

The way that I"'mgoing to deal with this, rather than
ask you to come off nmute and junp on every tine, is, if a
matter is presented that you don't have any -- that | don't
hear fromyou, |I'mgoing to assunme the U S. Trustee is okay
with that order, which | think is pretty close to how we
usual |y operate. And then if there is an issue with respect to
any particular order or request for relief, sinmply sing out and
['I'l be happy to hear fromyou

And obviously, 1'd hear fromany other party that
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W shes to be heard.

Second, it m ght make sense, right out of the gate, to
do alittle bit of scheduling so that we can identify a second-
day hearing. So today is the 7th of April. And | would assume
that this hearing will be videoconferenced again if we're in
that time line. | believe Judge Sontchi's entered an order
further providing that nonessential hearings are adjourned and
basically we're operating by video and audio. So that gives
you a lot of flexibility.

M. Keller, have you given thoughts to a date or a
time? |'ve got sone flexibility in ny cal endar

MR KELLER  Your Honor, given the requirenent -- the
tine requirenments, | think we're | ooking at sonething the week
of April 26. And | think, know ng what works on Your Honor's
cal endar, at this point I don't think Monday gets us quite
enough time, so perhaps -- |I'mlooking right now. Perhaps --

THE COURT: How about Wednesday the 29th? Does
Wednesday the 29th work?

MR, KELLER  Wednesday the 29th is good. And if we
could -- if we could either use a norning tine or later in the
af ternoon, that woul d be i deal

THE COURT: Can we do 11 a.m?

MR KELLER | think that would work perfectly, Your
Honor .

THE COURT: Ckay. So you're going to have a second-
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day hearing scheduled for the 29th. Any objection deadlines
woul d be consistent with our |ocal rules. You guys can sort
that out. And M. Fox can work backward fromthat for figuring
out what may work for a virtual commttee-formation neeting.

And again, folks, I really have to commend the
professionals in all of the cases that are pending before ne.
Peopl e have been remarkably cooperative, for a large collection
of bankruptcy |lawers, and | appreciate it.

And so to the extent that there's a conmttee forned,
you'll work with themw th respect to dates and deadl i nes and
the mechanics of the process. But that date on the 29th w ||
give you a date to shoot for. |'d be happy to hear second-day
matters, retentions, the usual stuff.

You mentioned, M. Keller, that there're issues
potentially, with at |east one stakeholder, that may result in
the need for energency proceedings. The way we're viewing it
is the court is open. And so you can get in touch with ny
chanmbers through Ms. Bello and Ms. Wal ker. And your Del aware
counsel can certainly help with that. But if we need to get on
t he phone or get on for a video -- we're basically trying to
operate, as close as we possibly can, the business as usual.

Again, it would be ny hope that these matters can be
successfully resolved, at least for the interimperiod. They
seemto be -- a lot of these are real business issues nore than

pure |legal issues. But I'll leave that to the judgnent of the
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parties. And if there's a need for assistance, we're here.

And that's, | guess, the easiest way to approach it.
Wth that, | think I'd be prepared to nove forward.
MR KELLER  Thank you, Your Honor. | do want to echo

Your Honor's comments. W have found working with all the
professionals in this extraordi nary environnment to be very
busi nesslike. W have sought, and gotten solutions to, pretty
much everything we've wanted. And we have relied heavily on
our local counsel at Bl ank Rone, who, as Your Honor notes,

wor ked t hrough all hours of the note to nmake sure that we were
properly prepared for today.

THE COURT: R ght. No, no, and | think we're in good
shape.

MR, KELLER Wth that, | would like to introduce Tori
Gui | foyl e, who has agreed to handle the first two itens on the
agenda, which we think are hel pful to just get cleared out
before we nove on to the DIP item

THE COURT: That sounds great.

Ms. Cuilfoyle, good norning.

MS. QU LFOYLE: Good norning, Your Honor. Tori
Gui | foyl e of Blank Rone, on behal f of the debtors. |'mjust
going to handle the first two matters on the agenda, the first
one being the notion for joint adm nistration of the debtors.
W' re asking that the seven affiliated debtors with Ravn Air

G oup be jointly adm nistered with that | ead debtor, for
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procedural purposes only, to ease the burden on the court and
to |l essen the anobunt of docket filings. And if Your Honor has
any questions about that Honor -- or that nmotion -- it's fairly
procedural .

THE COURT: No, | don't have any questi ons.

I would ask if anyone wi shes to be heard with respect
to the request for joint adm nistration.

Very good. [|'mgoing to grant that notion. Based
upon the record before ne, | do find that the relief requested
I's standard and routine, and | do find that joint
adm ni stration of these cases will ease the burden on the
Clerk's Ofice, on the Court, and, frankly, on all parties, by
giving a single docket site for which to | ook for recent
filings and devel opnents in the case. So | do believe that the
notion is well founded. The notion is granted, and the order
Wi |l issue.

And 1'Il look for all of the orders to be upl oaded,
because | know you got to plug dates into sone of them So
['I'l look for all of the orders to be uploaded after the
hearing, and we'll get them on the docket.

Ms. Quilfoyle, the next matter?

MS. QU LFOYLE: Thank you, Your Honor. The next
matter on the agenda is the debtors' application to retain and
empl oy Stretto as the clainms-and-noticing agent. There was one

comment -- informal comment fromthe O fice of the United
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States Trustee, with respect to this filing. The request was
just that we file a supplenental declaration by the Stretto
declarant to reflect the nanes that were run in the conflicts
system | do have to repeat that there were no connections
found, either by Stretto or its ultimate equity owner, with any
of the parties that were listed on that potential-interested-
parties |ist.

And one other note, Your Honor, in that | think that
we' ve resolved the Ofice of the United States Trustee's
comment or observation with respect to that application.

And just one other note on that is we attached a fee
structure to the end of the engagenment letter. And for
proprietary reasons, | do have to represent that you're
actually approving a little bit |esser of a fee structure here,
Your Honor. Just for proprietary reasons, we didn't want to
attach the discounted rates that Stretto provided the debtors.
But there was an accomodation from Stretto. W obviously
thank themfor working with us and providing us with a very
comrerci ally reasonabl e set of fees, because, as you know, Your
Honor, we did have to solicit the bids of three other -- or two
other clains agents, and Stretto canme in, obviously, as the
| owest, and that's what pronpted us to retain them that plus
t he convenient fact that they're also West Coast, so they're a
little lined up with our decision-nakers.

So it all kind of cane together seam essly with their
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rates and their location in the country. And with that, I'd
ask that Your Honor woul d approve the retention of Stretto as
the clains agent. And we'll obviously be filing a follow up
application with themas kind of the admnistrative agent for
the debtors, later on with the second-day retention
applications.

THE COURT: Geat. Thank you.

Does anyone wi sh to be heard with respect to the
Stretto application?

Okay, | appreciate the presentation. | have had an
opportunity to review the application and its attachnments. |'m
going to approve the retention application for Stretto. |
noticed a threshold matter that our local rules require, that,
in a case of this size, a debtor promptly nove to engage a
cl ai ms-and-noticing agent. The Court is certainly famliar
with Stretto. And I'msatisfied that the record is sufficient
to denonstrate that the debtors' decision is consistent wth,
agai n, our applicable rules and procedures and that Stretto is
certainly able and eligible to performthe services that are
identified in the application. The notion is granted, and the
order will issue.

Before we go any further, we should probably take a
step -- I"'mnot sure who on the teamis going to do it, but we
shoul d probably be introducing M. Mannion's declaration for

pur poses of the first-day hearing. | would note -- so I|'l
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| eave that to counsel

MS. QUILFOYLE: [I'mgoing to turn it over to M.
Keller, who will introduce his declaration and then proceed
wi th the DI P-financing notion, Your Honor

THE COURT: That sounds fi ne.

M. Keller.

MS. QU LFOYLE: Thank you

MR KELLER  Thank you, Your Honor. Not one to mss a
cue. W have submtted M. Mnnion's declaration and
suppl enental declaration; they are a matter of record. M.
Mannion is here virtually in the courtroom as it were, and
available to be exam ned. | would ask that the declaration be
accepted as evi dence, subject to subsequent cross-exam nation.

THE COURT: Al right. | note that there are two
separate declarations: there was the |ead declaration and then
a suppl enental declaration filed last night or this norning.
|'ve had an opportunity to review both.

I's there any objection to the adm ssion of M.
Manni on' s decl aration? Again, consistent with ny practice,
that -- those declarations are being submtted exclusively in
connection with the request for relief before the Court at this
first-day hearing and generally don't necessarily roll through
t he bal ance of the case. So are there any objections to the
adm ssion of the declarations?

Very well. Both declarations are admtted.
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(Decl aration and suppl enental decl aration of John Manni on
I n support of DIP financing was hereby received into evi dence
as Debtors' exhibit, as of this date.)

THE COURT: Just so that | have sone sense of what may
be comng, is there any party on the line that expects to seek
to cross-exam ne M. Mannion regarding the contents of his
declaration, at this norning' s hearing?

Very well. M. Mnnion's declaration is admtted
W t hout opposition. | would make one further comment so that
the record is conplete. | did have an opportunity, as | said,
to read both of M. Mnnion's declarations. | appreciate
getting themin advance of the hearing. | note that neither of
M. Mannion's declarations are notarized, for very obvious
reasons. And so I'mgoing to sinply note that the Court has
observed -- and given the circunstances, | don't believe that
there's any material defect with respect to the lack of a
notarization of the declarations. They're admitted. And |
think we can nove forward. Al right?

MR, KELLER  Thank you, Your Honor. Wth Your Honor's
leave, 1'd like to nove to item 10, the last itemon the
agenda, which is the debtor-in-possession-financing order.
Knowi ng -- understanding that Your Honor has read through it, |
t hought | woul d make, again, a quick presentation just to
expl ai n what --

THE COURT: That'd be great.

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

25




© 00 N oo o A~ w NP

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

RAVN AIR GROUP INC., et al. 26

MR KELLER -- what is in there. Very well.

THE COURT: Yeah, | think it would --

MR, KELLER So --

THE COURT: Let me nake -- let me nmake a point. And |
appreciate the offer. You' ve been to ny court plenty of tinmes,
and normally we would just roll through with the understandi ng
that everybody had all the docunents and we're all here and
everybody's up to speed and |I've reviewed them G ven, again,
the circunstances everybody's dealing with, nobody's getting
hard binders, et cetera, and everybody's working off of either
| Pads, | aptops, et cetera, providing a little bit nore context
maybe than woul d be typical in one of nmy hearings, is probably
appropriate. So you're welcome to proceed, M. Keller.

MR KELLER  That was exactly ny thought. And know ng
that there are certain issues that need special attention, we
wanted to call those out as well.

Just by way of background; the borrowers have pl edged
substantially all of their assets to the pre-petition secured
creditors, who are owed, in the aggregate, a little over ninety
mllion dollars. M. Mannion and people at his direction
sought various forns of financing for Ravn, including through
secured debtor-in-possession-finance |oans. But no financiers,
other than the DI P | enders, have even nade a proposal to Ravn.
W believe this is because its cashflow prospects as a busi ness

are so dire and the value of its assets w thout an operating
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business is alnost certainly Iess than the amount of its
secured debt.

While the pre-petition and DIP | enders are represented
here by M. Neier, | think it's safe to represent that the
| enders believe that Ravn's business is worth nore if its
assets are sold in an orderly liquidation over tine rather than
in an immediate sale. | would also venture to guess that, if
Ravn can |l ocate a nore promsing exit, perhaps with the
assi stance of CARES Act funding, the | enders woul d engage in
further negotiations with Ravn about alternative exit
scenari os.

In the nmeantinme, however, the terns of the debtor's
DIP are set forth in the nmotion. The total amount of the DIP
is twelve mllion dollars, of which we are asking for authority
today to draw six mllion dollars. The interest rate is set as
the base rate plus eight percent, so approximately ten percent.
The commitnent fee is three percent of the entire facility, or
360, 000 dollars, plus an agent fee and unused-line fee, which
unused-line fee we expect to be nom nal because we expect to
fully draw.

At the tine of the final hearing, we will ask for
authority to allowthe DIP | enders to be permtted to roll up
their pre-petition secured debt in a ratio of two dollars of
pre-petition debt to every one dollar of D P advances. The DIP

| enders have al so asked for various waivers that are discl osed
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in the DIP notion, including lien stipulations, 506(c) and
552(b) waivers, and |iens on avoi dance acti ons.

I n acknow edgnent of the situation and the genera
rul es around the court, the |enders have agreed that all of
t hose foregoi ng provisions woul d be subject to entry of the
final order; however, except for the lien stipulation, which
woul d remai n subject to a commttee investigation in the
chal | enge peri od.

The credit agreement is substantially in the form
presented to the Court. But in light of the commandeered
property in Barrow, | should identify one revision to the
representations and warranties, which relates to casualty
events; if anyone wanted to | ook at section 3.05 of our reps
and warrants in the credit agreement. And it's essentially the
addition of a parenthetical that says that, while we're
representing there are no casualty events that are naterial,
it's agreed that aircraft spare parts and hangars with an
aggregate value in excess of a mllion dollars or other anounts
as the required lenders shall agree, shall be deened nateri al
for the purposes of this section 3.15(c) (sic).

W believe that the Barrow event does not trigger a
material disclosure in the reps and warranties, but it
certainly does indicate the anxiety that both we and the
secured creditors have about this situation, in Barrow being

seen as a creative solution to other comunities' problens.
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The DIP loan itself provides a glide path to a
controlled liquidation that would result in a liquidating trust
and the sale of its assets over a period of tine. Mre
I nportant to Ravn's board and managenent, it does | eave sone
hope that there may still be a rescue to be had. And very
significantly, it provides for payment of substantially all of
t he accrued conpensation of the debtors' enployees,
substantially all of whomhad to be laid off on Sunday. For
all of these reasons, we're asking that the Court approve the
DIP on an interimbasis.

There are details that 1'd be happy to address, but at
this point | think it'd be appropriate for ne to let M. Neier
add anything he m ght have -- or M. Fox, add any thoughts they
have, and take any questions the judge -- Your Honor may have.

THE COURT: No, that sounds great. |'d be happy to
hear from M. Neier.

M. Neier, good nmorning. It's good to see you.

MR. NEIER  Good norning, Your Honor. How are you?

THE COURT: | amwell. And yourself?

MR NEIER I'mwell, and | hope your famly's well
and safe, as well.

THE COURT: W are. Thank you.

MR. NEIER  Your Honor, this is a -- for arelatively
small DI P, this has been one of the nost contested DIPs |I've

wor ked on in years. Many of the |lenders think that they would
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be better off in a Chapter 7; the reason is because the

col lateral's probably worth about one-third of the outstanding
amount of the loan. And then putting an additional anmount on
top of that was extremely difficult and extrenely contested.
And as of this norning, | have two | enders in the DI P | ender
group who are refusing to fund, based on the North Barrow
situation. But I'll get to that in a mnute.

| think the major thing about the DIPis it's a fairly
standard DI P that we presented to Your Honor, and all of the --
sort of the extraordinary provisions are subject to entry of a
final order, as you would expect. The one provision | did want
toraise is the two-to-one rollup. That was necessary -- the
two-to-one rollup of participating DIP |l enders; get their pre-
petition debt rolled up. That was necessary to induce a
sufficient nunber of lenders to go into the DIP and to nake the
DI P | oan.

One of the issues with respect to the DI P | oan,
frankly, is that the debtor -- basically, it's had
professionals involved in this, and they haven't been able to
visit Al aska because Al aska has a fourteen-day quarantine from
anybody coming fromthe Lower 48 -- or isolation period. And
so they' ve been invol ved about a week. | don't know how | ong
the special directors were involved, but | don't think it was
much longer. And so there's very little information that's

been done -- or been able to get collected.
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The part that is really troubling for the |enders has
been that the first six mllion dollars, the initial draw
that's on the table for today, that's really just to have the
debtors make payroll; has nothing to do with, really,
protecting the collateral. | think the debtors have over six
mllion dollars that will have to be paid out today,
essentially, to nake that payroll paynent.

It was understood that the debtors were primarily
Interested in nmaking sure that their enpl oyees, who have now
| argely been laid off and are paid in arrears -- that they get
paid for every day they work. And that's certainly
under standabl e. But it makes the loan that nuch nore difficult
because it's the second part of the DIP, the next six mllion
dollars, that really go to protecting, securing, and ultimately
having an orderly liquidation of the collateral.

Now, with respect to today's hearing, this North
Barrow situation has caused a great deal of consternation anmong
the lenders. They're not precisely worried about the North
Barrow situation itself; it's really the fact that it'll set a
precedent for other towns and villages to do exactly the same
thing that it serves (sic) by the debtor

Now, we're perfectly willing to work out an
arrangement with the State of Alaska -- and | believe the State
of Al aska has approached the debtors on this -- to resune sone

kind of operations that are necessary for delivery of medicine
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and delivery of packages and what have you, which is what

the -- what was -- the debtors' |limted operations were only --
very imted in -- they weren't able to fly passengers, by and
| arge; they were really just delivering essential packages and
Amazon packages and what have you, during the COVID 19 peri od.

So ny understanding, for everybody's benefit, is that,
in North Barrow, there were no aircraft fees. | want to repeat
that: there were no aircraft fees. That's ny |atest
under standi ng. And the debtors' professionals have been trying
to make sure that that is in fact the case. There are sone
other villages that may be part of the North Barrow situation.
We're trying to confirmthat no aircraft (gap in audio). But
the precedent that it sets is that, under the guise of police
powers, various government officials -- |ocal governnent
officials could sonmehow seize the collateral of the | enders and
just start using it wthout paying for it.

Now, COVID-19's a very serious issue, and obviously we
want people to get nedicine, we want people to have access to
packages, which could include food deliveries. So it's not
like we're unaware of this. But the idea of just seizing
assets w thout paying for them when we're willing to consider
sonme kind of limted operations which are paid for by the State
of Alaska or by nunicipalities in the state of A aska, that's
unacceptable. And it makes it very difficult to actually go

t hrough this | oan.
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And the DIP Il enders -- or the proposed DI P | enders
have actually called for a call imediately after this call, to
di scuss whether they should fund this case. And that's why |
think M. Keller keeps on saying, we're hopeful to have a DI P
but, if we don't have a DIP, we're going to nove quickly to a
Chapter 7.

So | think it is going to be necessary -- and I'm
sorry to do this inreal time. If we were -- if we were -- if
we were in the court, Your Honor, | would have taken a break
and I woul d have spoken to M. Keller outside the hall. That's
just not something that | can do. And then | woul d have
conferred with our clients to make sure that they were also on
boar d.

| think it's going to be necessary for sone kind of
confort order. Hopefully that's all it is, not |like a contenpt
notion but sonme kind of confort order that basically says that
peopl e can't seize assets w thout paying for themand start
operating in the name of the public good. W're all in favor
of the public good, but we haven't reached the point where
peopl e comrandeer things. And that's actually what the order
says: they're commandeering the debtors' assets for the
benefit of this town. W're synpathetic, but we can't have a
situation where this creates a precedent that other towns then
adopt and the debtors' collateral is essentially being used

wi t hout being paid for.
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So that's the issue that we have today.

THE COURT: | think 1'd like a little bit of clarity,
then. Qbviously, I"'mlearning -- this is evolving very
qui ckly, and I'm synpathetic to the position of all parties
and, frankly, to the position of the authorities in Al aska.
The question is not, at |least imediately, before ne, and |'m
not necessarily going to either rule or conment on it at this
poi nt in the hearing.

If I were to boil down your comments, though, M.
Neier, is the point that the | enders are not necessarily
commtted to fund under this order, given the uncertainty,
or -- I'mtrying to figure out the path forward, and ny
instinct would be to say you've laid out this issue, you' ve
expressed, frankly, legitimte concerns, but since, again, we
can't really necessarily take a break, go into the hall, and
deal with these -- when | said that this process is cunbersong,
['mcertainly the one who's acutely feeling that, just because
| would normally try to guide that process as best | can, and
it's difficult under these circunstances. But | think, in
terns of a path forward, 1'd like sone clarity. | understand
that there's this issue. M. Keller nentioned it. You' ve now
mentioned it. The point that | nmade was that the court is
open, and this process should play itself out and, if you need
redress to nme, I'll be here.

Hang on just a second. 1'mgoing to ask that
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everybody that's on the call place their phones on nute,
because we're getting a little bit of feedback right now.

But | think the nost rational path forward is to nove
forward with the DIP financing and hopefully get a form of
order entered. |If there are gating issues to the funding
request that require sonme business issues, sone negotiations,
or even further proceedings in front of ne, we can deal wth
that. But, | nean, | do think that we should nmove forward with
a DI P-financing order, because | think the debtors nade their
case that they need that.

Does that process nake sense to you? And obviously,

if we need to get back on the phone pronptly, you' ve got ny

comm tnment that we'll acconplish that. And again, | make no
conments on the substance of the issues. I'min -- this is
a--thisisalittle bit of a untrod territory for nme and, |
think, for everybody on the call. So we'll figure it out. But

can we nove forward with the DI P financing, notw thstanding the
concerns you've shared with ne that the | enders have?

MR. NEIER Yes, Your Honor. | think that's a good
I dea, because ultimately the DIP order is the Court approving
the debtors' request to be authorized to enter into the |oan
docunents and the DI P order

So | think that's a good idea to nove forward on the
DIP facility and get the Court's -- subject to the Court's

approval of the debtors' authorization into the DIP facility.
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| did want to -- | did want to raise the issue,
because -- and | want -- | know that there are some officials
fromthe State of Al aska who were invited to participate in
this proceeding. The initial funding that is going under the
DIP order is to make payroll; it's to pay 1,000 enpl oyees in
the state of Alaska for the tinme they've worked. So it's sort
of a leap of faith for the I enders to nake that acconmodati on
and pay that noney w thout understanding that their
collateral's also going to be safe. And that's the issue |
wanted to highlight for the Court.

W may have to take advantage of Your Honor's
availability to bring on sone energency relief, but |I'mnot
asking, with no papers in front of you, no opposition, to have
you make sone ruling fromthe bench. But we viewthis as a
very serious natter that nay have to be addressed by the Court.
| do think it nakes sense to go forward.

| want to nmention that -- and M. Fox, | know, is on
t he phone -- we did nake several changes to the DI P order, at
the request of the U S Trustee. Hopefully, you were provided
with a blackline.

THE COURT: | have it.

MR. NEIER  Ckay. Thank you, Your Honor. And | don't
know i f M. Fox has any other conmments, but we'll continue to
wor k through the issues. And we hope to upload an order with

an attached formof DIP credit agreenent and DI P budget, |ater
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on today.

THE COURT: Thank you, M. Neier

M. Fox?

MR FOX: Good norning, Your Honor. TimFox again, on
behal f of the United States Trustee.

So | just want to start by thanking both the debtors
and the |l enders for working through nmy comments cooperatively.
And | can represent to the Court that, under the current
circunstances and the facts facing these debtors, ny office
doesn't object to the entry of the interimorder as revised. |
woul d highlight for the Court -- and unfortunately, | was
i nadvertently disconnected for a nmonent, so | m ssed sone of
M. Keller's presentation. So there was at | east one point
that | wanted himto wal k through, and | hope it was nade.

But one of the issues that | struggled with and that
under all the circunmstances here I will not press an objection
W th respect to is that normally it would be nore appropriate,
for fees that are going to be generated by extension of the D P
financing to be ratable across the distributions, approving and
payi ng fees commensurate with the interimdraw that's
avai | abl e, and then doing the bal ance at the final hearing.

It"s my understanding that the debtors are pressing
forward with approval of the entire facility fees here, at the
entry of the interimorder, potentially with some ability for

other parties at the second-day to wangle the issues as they
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see fit. But under the circunstances here, and based on

| enders' counsel's representations regarding the issues that
are facing the lenders syndicate here, ny office doesn't object
to the current request wth respect to the fees but highlight
that issue as being sonmething that in other circunstances woul d
not necessarily be appropriate.

And, Your Honor, if you have any questions regarding
the redline, | can address those points. But for the nost
part, my conments were accepted and, | believe, are beneficial
to the parties-in-interest, to allow these issues to play out
I n advance of a final hearing on the DI P financing.

THE COURT: Thank you, M. Fox. | don't have any
specific questions for you. And again, | very much appreciate
getting fromthe debtors the blackline, which I've really
carefully read this norning. So I think |I've got a handle on
the nature of the relief that's being requested and the
nodi fi cations that were negotiated by your office.

I don't think that | have any specific questions. Let
me ask -- but | do think that there is one appropriate comment
before we nove forward. There's been a good deal of
di scussion, starting with the debtor and then particularly from
M. Neier, with respect to concerns about what may be going on
in Alaska. And | amacutely aware, as aware as anybody, of the
difficulty in just the mechanics of trying to negotiate sonme of

t hese issues or navigate these challenges. W' ve got
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significant time-zone differences, we've got people thousands
of mles apart, where often these things would get resolved --
you're right, M. Neier -- in the |obby and satisfactorily.

But | think it's incunbent upon nme to afford an
opportunity to the representative for the State of Al aska. |
do note that there is, at least on ny participant cal endar, a
representative fromthe State of Alaska. | want to be clear,
though: | amnot |ooking to put anyone on the spot. This has
been evolving rapidly. And if the position of the State of
Al aska is right now they do not wish to address these issues in
court without consultation with the client, | absolutely
respect that. But | think it's appropriate to give the State
of Al aska or other participants an opportunity to weigh in on
the issues that have been raised, before we get to the specific
consi deration of the D P order.

Counsel ?

MR, SCHM DT: Yes, Your Honor. This is Robert
Schm dt, Assistant Attorney General with the State of Al aska,
Departnent of Law. And | appreciate this opportunity. | was
waiting for a pause to interject nmyself to address these
| ssues.

To give Your Honor sone context; Al aska does not have
counties. The state is generally divided into boroughs; these
are, by way of area, nega-counties. The North Sl ope Borough

has an area of al nost 95,000 square mles, which is to say it
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I's just under twice the size the state of New York. It has
fewer than 10,000 people. It has approximately half a dozen

or eight or so, primary villages; they are all rapidly
approachi ng twenty-four hours of daylight but, in nmy survey of
their current tenperatures, all of them-- all of them but one,
the weather is currently bel ow zero.

Barrow, which fornerly changed its nanme recently to
Ut gi agvi k, but nost people still refer to it as "Barrow' --
that's the population hub, as it were, of the North Sl ope
Borough. [It's the northernnmost town in the United States.

It's seventy degrees north latitude. They have approxi mately
3,000 people that live there. Mny of the other villages, for
exanpl e, Kaktovi k, Point Lay, Wainwight, those are al

villages of a few hundred people, and separated by hundreds of
mles. Also to give Your Honor sone context, two cities served
by Ravn -- Barrow and Unal aska -- are about as far apart as

W | m ngton and Houston, Texas.

It has conme to everybody's attention that the mayor of
the North Sl ope Borough issued a proclamation on Sunday,
purporting to commandeer Ravn's assets. State of Al aska has a
very clear position on this:

First, under substantive state |aw, boroughs do not
have the |l egal authority, under Al aska |aw, to commandeer
property.

Second, as a matter of bankruptcy |aw, everything that
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t hey sought to commandeer is part of the bankruptcy estate, and
that very much puts the North Slope Borough in the crosshairs
for potential relief before this Court.

Third, and | can't resist nyself, but the last tine |
checked, the North Sl ope Borough was not authorized by the
Federal Aviation Adm nistration to operate an airline or an
air-cargo operation. The thought of governnent officials
attenpting to operate an air-cargo facility is, frankly, very
concerni ng; very concerning.

And finally, and nost inportantly, frankly, is that
was royally counterproductive. W are hearing fromthe |enders
that the uncertainty created by Barrow s actions are naking the
situation worse, not better.

Now, having said all of that, the state is acutely
aware, and has been trying to work with the debtors, that these
air services are alnost in the nature of a utility. Everything
that you see on (sic) your stores in Delaware or in San
Franci sco or wherever you're at, your prescription nedications,
your groceries, all of that right now has to come in by air,
and it is critically, critically inportant. And the counsel
for the debtor used the phrase (sic) "humanitarian”. That's
absolutely right. It is a humanitarian need for these
communities, in the North Sl ope Borough and throughout Al aska,
that they have substitute air service absolutely as quickly as

possible. And that will require that Ravn allow the State of
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Al aska to sublet or otherwi se allow others to use property
that's currently | eased to Ravn.

In particular as regards Barrow, it is -- we don't
have the facts but, just to frane the issues that are going to
evol ve very qui ckly, Ravn owns substantially all of the ground-
service facilities and infrastructure at the Barrow Airport.

So in order for any -- for Barrow to be served or for any of
the communities in the North Sl ope Borough to be served, we
have to be able to utilize -- other air carriers who are ready,
wlling, and able to step up will need to be able to use Ravn's
facilities on the North Sl ope Borough, whether it's by subl ease
wi th the Al aska Department of Transportation or otherw se.

Secondly, noving down to Sout hwest Al aska, which is,
like | said, about 1,000 mles, or nore, fromBarrow, if Your
Honor has ever had king crab, it has alnost certainly conme out
of the Sout hwest Al aska region, as well as Al aska red sal non

Al aska Airlines, which is a major regional carrier
t hroughout the west coast, they do offer seasonal service.

They apparently have contracts with Ravn for the use of Ravn's
facilities. | was on the phone yesterday with Al aska Airlines
that they need approval whether it's fromRavn or this Court,
that they are ready, willing, and able to start up sone service
to Sout hwest Al aska in as soon as two weeks as |long as they can
get the approval to utilize the facilities that they have

al ready got agreenents with Ravn on in Sout hwest Al aska
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So to sumup, the State of Alaska's position is clear
The North Sl ope Borough's actions are void and of no force and
effect under state law. They violate the Bankruptcy Code
provisions relating to assets of the estate. They violate any
nunber of provisions of substantive FAA regulations. And the
State of Al aska would join in any effort to seek relief should
the parties not be able to get the North Sl ope Borough to stand
down.

But nost inportantly, it's counterproductive. |If the
goal is to get air service started as quickly as possible, then
t hey have done the wong thing. And they're nmaking the
| enders, the central parties to this bankruptcy, quite nervous.

Then the last issue that is not before the Court today
but could be very soon is hopefully negotiated relief allow ng
substitute air service to start up as soon as possible.

And t hank you, Your Honor, for the opportunity.

THE COURT: M. Schm dt, thank you very much. |
appreciate your comrents. And again, | did not mean to put you
on the spot, but your comments were particularly hel pful and
i nformative.

Agai n, before we turn back to the DIP, | have sone
comrents. But | would ask if anyone el se wi shed to be heard.

MR. NEIER  Your Honor, one -- this is David Neier.
One minor -- one less inportant point is we were contacted and

the debtors were contacted by the airline's clearing house,
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ACH. Ravn Air provided interconnection services with major air
carriers for those people going throughout the state of Al aska.
They wanted to know that the debtors are not going to assert a
position essentially that they're entitled to the gross

recei vabl es out of the interconnection service that they
provide; rather, they're entitled to the net receivables.

So ny way of thinking, if ACH has a prior conmtted
lien by virtue of setoff, that's not sonething that we're --
that the I enders are seeking under the DIP order to take action
about. | think we can address this either through a separate
stipulation wwth ACH or just getting through that issue or in
the final DIP order. But | wanted to raise it. | think their
counsel, Hogan Lovells, is on the phone. And I'd invite them
to say any comments as well.

THE COURT: Al right. Do | have counsel from Hogan
Lovells on the |ine?

MR NEIER Ch, apparently they didn't nmake it.

THE COURT: Al right.

MR NEIER We'Il work that issue out, Your Honor.

THE COURT: Ckay. Al right.

MS. QU LFOYLE: Your Honor, this is Tori Cuilfoyle.

| don't mean to interrupt, but there has been a couple
problens with CourtCall connections. | know | was dropped for
about six mnutes. M. Fox referenced that he had been dropped

on the call. So there's sone intermttent connection problens
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with CourtCall. And | --

THE COURT:  Ckay.

MS. QUILFOYLE: -- | just dialed in, but I just wanted
to let you know.

THE COURT: Al right. That sounds fine. Obviously,
we're all just doing our best here. And to the extent the
parties got dropped off and want to chine back in, they would
be wel conme to do so.

Al right. Before we turn to the DI P-financing order
Itself, | had some comments that | was planning to nake toward
the conclusion of the hearing. But | think nowis actually an

appropriate tinme.

Also, can | ask -- can parties, again, place their
phones on mute? I'magetting a good deal of feedback right now.
All right. [It's been observed now a couple tinmes that

we are in a difficult circumstance. And | don't nean the
pandem c. That goes w thout saying. But it is a challenging
exercising for all the professionals and stakeholders in the
process in a rapidly evolving case that provides an essenti al
service to deal with these issues.

And | say that cognizant that | have a luxury in this
job, and that is that | amoften surrounded by able and
experienced professionals that have done this kind of thing,
dealt with these kind of energencies in the past. But right

now we can't get people into a room And every type of
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comuni cation takes longer and nore time. And it is nore
difficult, frankly, to get in front of the Court.

| appreciate M. Schmdt's comments very nuch. It's
certainly hel pful to hear fromthe State of Al aska and the
gui dance with respect to both the inmredi ate i ssues of concerns
W th respect to North Barrow but also the |arger issues of the
nature of the services that are provided by this debtor.

So ny observations would be as follows: [It's not ny
position or my prerogative to second-guess the thought process
of the lenders. And again, | think the |Ienders have identified
sone very, very legitimte concerns, even independent of the
Barrow, North Barrow i ssues about the position about they're
in. And this is a classic circunstance that secured |enders
face in lots and | ots of cases.

If there is a case that cries out for a practical
busi ness solution going forward -- and again, |I'mnot speaking
directly to the Barrow issue. | would hope that that issue can
get explored and resolved. But it would seemto ne that this
is a case that really cries out for that. And there may be
need for a variety of business arrangenents to hold things
together, if possible, to provide necessary service.

Wien we tal k about delivery of food and nedi ci ne,
every single person that's on this call is trying to figure out
and to time when it is that they would go to a grocery store

right now. But we have the |uxury of going to a grocery store
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that is going to be, other than toilet paper, fully stocked.
That's a situation that m ght be a |uxury not enjoyed by the
folks in the tows that are -- that have been the subject of
our discussion and that |I'msure M. Mannion could speak to
wth nore clarity.

So | can't predict and | wouldn't presune to identify
how this is going to evol ve over the next hours and days. But
| am cogni zant of the need for the services that are being
provided here. |'mnot nmaking any comment about who's
provi di ng what and who's paying for what. But | will tell you
this. There should be, and | expect there will be, meani ngful
di scussi ons between players in order to try to hold val ue
together, to naintain value, and to naintain the services. W
are in a conplicated situation. But | think the easiest way
that 1 can explain this to you is one of the real challenges is
both -- for you folks is negotiating one of these deals.

And then the last thing is, what is the judge going to
do with this? And so | think the short answer is -- w thout
getting nyself too deep into trouble is that I think you should
expect that you would have a willing partner in the Court.

If there are business arrangenents and stipul ations
that can hold this together that are responsive to the
interests that are at stake and, frankly, the rights that are
at stake here as well that need to be respected, you can expect

that I would be likely supportive of those efforts and |ikely
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to address themin ternms of providing necessary authority on a
short-termbasis, if we need to.

I"mnot inviting the world to expedited notion
practice. But the last thing | would want is prom sing
negoti ati ons hung up by a concern about whether or not you can
get this in front of Shannon or, if we do this, are we going to
get crucified for not necessarily having all of the authority
t hat perhaps we had.

That is a general observation. And again, |I'm
confident, having had a | ot of experience wth many, many of
the folks that | see that are on the phone today, that you've
got a pretty good sense of how the Court is going to address
this going forward. But we are in an energency just generally.
And the concerns that are expressed about the folks that are

serviced by this debtor are manifest and really not subject to

debat e.

And the | ast observation | would have is -- again,
it"s not my noney. It's not ny liens. It's not nmy -- it's not
ny business. But there seens to be no doubt that when -- not

if, but when we energe fromthis current crisis, there is no
doubt that the state of Alaska and the citizens of Al aska will
need a service pretty much identical to what it is that Ravn
provides. And | think that's the tightrope that everybody
that's on this call is trying to navigate. And in that

respect, you have ny support to try to navigate that.
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I would ask if other parties wish to be heard with
respect to the proposed DI P financing. Ckay.

Here's what we're going to do. I1'mgoing to grant the
DI P-financing notion. And | will enter the proposed form of
order that is reflected in the |atest blackline.

Obviously -- and it's becomng a recurrent thene.
Normal |y, we would do an extensive page turn and we would talk
about sone of the specific issues. They had been pointed out
tone. And | appreciate M. Neier raising the point of the
rollup in the business context in which that was negotiated and
the rationale behind it. And | amsatisfied that that is
appropriate and warrant ed.

And | woul d, again, express my appreciation to the
Ofice of the United States Trustee, again, under difficult
ci rcunstances for working through the order and working through
issues with the | enders and the debtor in order to get to a
final order.

Again, | take a relatively light hand in this context
just because it's difficult to sort of do a page turn. | did
it the other day, and it took a long time. But | have a sense
and, frankly, a high level of confidence with respect to the
nature of the relief that's requested.

And |I'm synpathetic to the angst | guess that the
| enders have expressed about the fact that the interim

financing is largely going to pay enployees. But | have said
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I n almost every single first-day hearing |I've had for nore than
fourteen years that, at the outset of one of these cases, |
have no greater constituency that |I'm concerned for than those
enpl oyees that work or have worked for the debtor. And so |
understand that much of the noney is going to go to wages and
sal ary

And | think I would agree with M. Neier that that is,
fromthe debtors' point of view, a big ask. But, neverthel ess,
| think it's appropriate. And | do think that it also
hopeful Iy positions the debtor for an opportunity to hold
t hi ngs together and perhaps to rebuild and revitalize to the
extent possible a business that's just essential in this
communi ty.

So again, in the absence of pending objections and
wi t h understandi ng of the concerns or hesitation expressed by
M. Neier, given some of the issues in North Barrow, |'m being
asked today to approve the debtors' request for authority to
enter into a financing arrangenment. And | will do so.

I"mnot going to heavily burden the record. | wll
sinmply note under Bankruptcy Code Section 361, 363, and 364, as
wel | as Bankruptcy Rule 4001, that the debtors have carried
their burden under each of those statutory sections. And under
Bankruptcy Rule 4001, | do find that the financing is necessary
to avoid i mediate and irreparable harmto the debtors'

reorgani zation effort. The DI P-financing order is granted.
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And again, | think we would deal with that in a final context
at our hearing late April.

M. Keller, what do we have next? You got to take ne
off nute.

MR KELLER  Thank you, Your Honor. | would note that
we have found the invariable typo in the interimorder and
dupe. And we wll send the Court a cl eaned-up version of that
order to be entered finally.

THE COURT: Very good.

MR KELLER At this point, I will be presenting ny
partner, Jane Kim to take the rest of the agenda.

Before | do, I"'mafraid that | was booked for another
hearing to start at noon, Your Honor's tinme. So with Your
Honor's consent, | will drop off in about ten mnutes and | et
Jane Kimcarry the rest of the hearing.

THE COURT: That's just fine. Al right. And thank
you, M. Keller. Good luck to you

MR, KELLER  Thank you

And with that, | would like to introduce nmy partner
Jane Kim who will take the remaining itens on the cal endar

THE COURT: Al right. Good norning, M. Kim

M5. KIM Good norning, Your Honor. For the record,
Jane Kim Keller Benevenutti Kim on behalf of the debtors.

Your Honor, |'mgoing to be going through the rest of

the agenda in the order that the matters are |isted unless Your
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Honor wi shes to take themin a different order

THE COURT: No, that's fine.

M5. KIM As | think it's been -- Your Honor has
mentioned, that -- has observed and is obvious fromthe revised
orders that we filed [ast night, we have been working with the
Ofice of the United States Trustee and with M. Fox on all of
these matters. And the revised orders that we filed | ast night
reflect comments from M. Fox.

And so ny understanding is that, while he may wish to
speak on some of the specific matters, that we are proceedi ng
on a consensual basis. And we really do thank M. Fox and his
office for working with us to resolve his concerns.

THE COURT: Very good. You may proceed.

M5. KIM So the first itemthat | will be going
through is the cash-nmanagenent order, docket nunber 6. And in
connection with that, |I would reference the suppl enent
declaration as well as the first-day declaration and the
suppl ement to the cash-managenent notion that we also filed
| ate | ast night.

THE COURT: | have seen -- |'ve seen it.

M5. KIM Thank you, Your Honor. And thank you for
going through all of the papers that we filed late |last night.

Through t he cash-nmanagenent notion, we are asking for
an interimorder to allow the debtors to continue the use of

t heir cash-nmanagenent system and their existing bank accounts
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and busi ness forns.

And in particular, one of the itens that | wanted to
call out to Your Honor that Your Honor has probably already
noticed is we have a DACA on -- for the benefit of the secured
| enders at the First National Bank of Alaska. And there are --
oh, I'msorry.

THE COURT: That's okay.

M5. KIM Is that call -- okay.

THE COURT: We're good.

M5. KIM And FNBA is not an authorized depository
wth the U S, Trustee, doesn't have a uniform depository
agreenent with the Ofice of the U S. Trustee. W have asked
FNBA if they will execute one. They're reviewing it. But the
way that the interimorder works right nowis that we -- it
will allow the debtors to continue to hold its cash in the FNBA
account, and in particular the DIP funds that Your Honor just
approved. And while the debtors work with the DIP | enders to
execute -- negotiate a DACA with Wells Fargo if FNBA is not
able to beconmng its authorized depository and sign a UDA with
the Ofice of U S Trustee.

THE COURT: Ckay.

M5. KIM And the only other -- the other itens that
we wanted to call was we do have a -- the supplenent to the
cash- managenent noti on had referenced sone -- the ACH cl earing

house issue that M. Neier had nentioned. W worked with ACH
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and included sone additional |anguage in the revised cash-
managenent order that we filed last night with the suppl enent
that makes it clear that the billings that -- the settlenents
that ACH does with respect to inner line billing can be
continued to be set off.

And thus, the automatic stay can be nodified in order
to permt ACH s participants to effectuate those setoffs such
that the debtors are able to receive those settlenments in the
formof revenue which they were schedul ed to receive today but
because of the timng of this hearing and that schedul ed
settlement mght need to be del ayed. But we are hopeful that
with this interimorder being entered that we will be able to
get that settlenent from ACH as soon as possi bl e.

THE COURT: Ckay. | did see the supplenmenta
declaration that touched on the issues with ACH And there was
a -- basically a prediction in the supplenments that were
subnmitted that the parties would be able to nenorialize a
stipulation or some proposed order going forward. And I'm
happy to let that process play out.

I would ask if anyone el se wishes to be heard with the
respect to the debtors' cash-nanagenent notion.

Very well. ['mgoing to go ahead and grant the cash-
managenent noti on

And again, | note that the record does reflect that

there was a suppl emental declaration and a supplenent to the
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notion itself to address sone specific issues. But as a
threshold matter, | note that the relief requested is

consi stent with that which the Court has seen in nany, nany
prior cases. This is a corporate debtor with a sophisticated
process for managi ng and noving noney within the corporate
famly. And I do find that the relief requested is
appropriated and warranted under the circunstances.

The notion is granted, and the order will issue. To
the extent that there is a resolution as noted regarding the
ACH issues, | would be happy to entertain that under
certification of counsel, if the parties believe that that's
procedural |y appropriate, or we can deal with it by notion or
by stipulation. But | think the matter can nove forward.

Ms. Kim next notion?

M5. KIM Yes. Sorry. Just to clarify on the ACH
i ssue as well as the cash-nmanagenent order that we will be

submitting, that order itself actually has what we believe

is --

THE COURT: Ckay.

M5. KIM ~-- is the resolution of the issues with ACH
So | still believe that is a further stipulation in that regard

as required.
There is one other minor change to the revised order
that we submtted last night, reflecting a comment that we

received fromM. Fox this nmorning which is that, with respect

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




© 00 N oo o A~ w NP

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

RAVN AIR GROUP INC., et al. 56

to the thirty-day stay -- a waiver of the Section 345(b)

requi renents, that we will -- if we need to because aren't able
to, for exanple, negotiate a DACA within those thirty days,

that rather than get a -- have it done by an agreenent with the
U S Trustee, that we'll seek court approval both of in

| anguage that M. Fox has assured ne is flexible enough to be
able to acconplish through certification of counsel rather than
a separate notion. And --

THE COURT: Ckay. That sounds fi ne.

MS. KIM So we will submt that order

And then the next matter is the utilities notion at --

THE COURT: Ckay.

MS. KIM -- docket nunber 7.

THE COURT: Sure.

M5. KIM The utilities notion provides for an
adequat e- assurance deposit of 70,000 dollars into a segregated
I nterest-bearing account that reflects approximtely two weeks
of the debtors' estimated utility expenses.

The one somewhat unusual aspect of this motion is our
treatment of aircraft fuel and utilities. Your Honor has heard
nunmerous tines today | think this norning that Al aska -- and
how things are in Alaska is quite different than we are used to
down here in the contiguous forty-eight states.

And in particular, because there are so nmany renote

areas in Al aska, there are a nunber of fuel providers that end
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up being the sole source of fuel in those renote areas. Unlike
here where we m ght have an ARCO and a Mbil and a Chevron gas
station and so we don't have to think about themat utilities,
there they are much nore like utilities because they are --
really it's a single source of fuel

W believe that the current adequate-assurance deposit
Is sufficient to protect those utilities, given just the
overal |l reduction in operations. The 70,000-dol | ar deposit was
based on pre-petition utility usage over two weeks. And the
fact is that we don't anticipate that there will be much of any
I mmedi ate fuel needs.

But at the U S. Trustee's suggestion, we'll be adding
in a provision to the interimorder that the adequate-assurance
deposit calculation is subject to adjustment if operations do
return to a normal |evel just so that we can bring that up if
it turns out that we do need nore fuel than we antici pated
during this interimperiod.

THE COURT: Ckay. That sounds fi ne.

M5. KIM | think everything else is hopefully
self-evident in terms of the process by which utilities, once
they receive service of this order, can go about requesting
addi ti onal adequat e-assurance deposits or having it done in a
different way before they -- but we do believe that this order
I's necessary in order to ensure that the debtors are able to

preserve their assets and their ability to operate in whatever
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way they need to w thout disruption. And we would ask Your
Honor to grant the interimorder.

THE COURT: GCkay. Can | ask if any party wi shes to be
heard with respect to the debtors' utility request?

And, Ms. Kim | do appreciate the extended focus on
the fuel service providers. That's not typical, but |
under stand the debtors' position in that respect.

Does any other party wish to be heard right now?

Okay. |I'mgoing to grant the notion. And I'll dea
wthit in tw steps.

As a threshold matter, the first issue is basically
the routine utility services notion that we see in every case.
And 1'mgoing to grant the motion. | do find that it is
consistent with that which -- with relief that I and ny
col | eagues have approved and authorized in nmany, nany prior
cases. And | find that the relief strikes an appropriate
bal ance between the rights of a utility service provider to
adequat e assurance and the needs of a debtor-in-possession to
mai ntain uninterrupted supplies of utilities services and the
bal ance that's identified and provided for under Bankruptcy
Code Section 366.

Wth respect to the fuel service issue, | do think
that -- given the nature of the services that are provided and
t he geography where it's being provided, | think that it is not

a stretch at all to describe the fuel service providers that
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have been identified in the notion and described by Ms. Kim
today as being akin to actually utilities. And so | am
satisfied that the relief requested is appropriate and
warranted. The notion is granted, and the order will issue.

M5. KIM Thank you, Your Honor.

The next itemon the agenda is the taxes notion,
docket nunber 8, for which we're seeking an interimorder
allowing us to -- the debtors to pay any unpaid tax obligation
during the interimperiod before the final hearing.

At this time, the only unpaid taxes of which we're
aware is 320,000 dollars in excise taxes that, under the DI P
budget, is not contenplated to be paid until after the
second-day hearing. But that said, we thought it was still
appropriate to request interimrelief in the event that there
are unanticipated tax obligations that are discovered to avoid
the need for an emergency request.

So in that regard, we've included in the revised
interimorder based upon a comment fromthe Ofice of the U S.
Trustee for a 100, 000-dollar cap on interimpaynments of tax
obl i gati ons.

THE COURT: (kay. Does anybody wi sh to be heard with
respect to the debtors' tax notion?

Ckay. |I'mgoing to grant the notion. | amsatisfied
that the relief requested is appropriate and warranted. And

don't disagree with Ms. Kimthat there is -- while it may be
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that these obligations are likely to cone due perhaps after the
heari ng we' ve got scheduled for the 29th, experience does teach
that tax bills and invoices often arrive wthout warning and as
a surprise. And especially at this time it would be wse to
try to avoid the process of trying to pull together energency
hearings or energency relief, given the challenges everyone is
faci ng.

In addition, | note that they've been described as
excise taxes. And | think an argunent coul d be nade that these
are in fact -- they may be trust fund taxes. Case |aw teaches
that if they are true trust fund taxes, it's not even likely
property of the estate.

But nevertheless, |I"'msatisfied that the debtors have
carried their burden as to the relief requested. And | do note
that the relief requested inplicates Bankruptcy Rule 6003 in
that it contenplates potentially the paynment of certain
pre-petition obligations in the first few weeks of the case.

Nevert hel ess, based upon M. Mannion's declaration as
wel | as counsel's representations and the Court's |ong
experience, |I'msatisfied the debtors' reorgani zation effort
woul d suffer the risk of inmediate and irreparable harmin the
absence of the relief requested. The notion is granted. The
order will issue.

M5. KIM Thank you, Your Honor.

The next itemon the agenda is the insurance notion at
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docket nunber 9. By that notion, we are seeking an interim
order asking for the ability to pay pre-petition obligations
under our insurance program and the insurance financing
arrangenent that the debtors have.

As described in M. Mnnion's first-day declaration
and in the notion, there is 1.25 mllion dollars of a -- of
pre-petition obligations that, if the debtors were to renew
their insurance, continue their insurance program they would
have to pay at this time as described in the notion and M.
Manni on' s decl aration

We are exploring new insurance policies. Cbviously,
given where we are right now, our -- the debtors' insurance
needs may be different and may require | ower insurance coverage
than it had during normal operation. So we're exploring that.

And we may not need to pay any pre-petition anmounts
ow ng under the debtors' insurance progranms and the insurance
financing arrangenents. But out of an abundance of caution,
because these are our existing insurance policies, while other
options are being explored, we would like to be able to
mai ntain them And therefore, the debtors seek authority to be
able to pay those pre-petition amounts and woul d seek a
confirmation that the debtors can paid any i nmedi ately owed
post-petition obligations under those insurance policies.

THE COURT: Ckay. Can | ask if anyone w shes to be

heard with respect to the debtors' insurance notion?
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MR FOX: Good norning again, Your Honor. TimFox on
behal f of the United States Trustee.

| just rise to address this notion because it is a
little bit of an unusual circunstance from what Your Honor and
| normally see. It's ny understanding that the debtors realize
the inportant of nmaintaining adequate insurance coverage but,
given the operational realities that they're facing, may | ook
for flexibility in tailoring their insurance coverage to better
suit their current operational footprint.

And wi th the understandi ng that, regardless of
what ever path they take, they will maintain adequate insurance
coverage, ny office doesn't object to the relief that's being
sought here today on the first-day.

THE COURT: Thank you, M. Fox.

Does anyone el se wish to be heard? Ckay.

I"mgoing to grant this notion. | do note that it is
alittle bit different froma typical notion in that there is a
little bit of optionality or flexibility built intoit. But
again, | think, consistent with M. Fox's observations, the
debtors' need for that or desire for that flexibility is pretty
obvi ously.

Nevert hel ess, the relief requested conpletes the
debtor obtaining authority to maintain appropriate insurance.
And 1'mgoing to grant that notion.

| note, again, that this is relief that's consistent
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with that which the Court has granted on many, many prior
occasions. And | typically observe that any debtor that cones
under the jurisdiction of this Court is obliged to naintain
appropriate insurance consistent with its post-petition conduct
and activities.

I would further note that the Ofice of the United
States Trustee operating guidelines |likewise require a
debtor-in-possession to nmaintain appropriate and necessary
insurance. And |'msatisfied that this notion acconplishes
t hat .

| do note as well that this notion does also inplicate
Bankrupt cy Rul e 6003 and that certain obligations may come due
or be paid within the first few weeks of the case.

Nevert hel ess, |'msatisfied that, based upon the
record before me and relying upon M. Mannion's declaration, |
do find that the relief requested is necessary to avoid
i mmedi ate and irreparable harmto the debtors' operations and
its reorganization effort. The notion is granted, and the
order will issue.

M5. KIM Thank you, Your Honor.

The final itemon the agenda which, in many ways to
the debtors is the nost inportant operational first-day notion
on the agenda, is the enpl oyee wages and benefits notions.

You have heard elusion nmultiple times this norning to

the fact that the debtors are seeking the interimfinancing
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| argely to pay the payroll and the enpl oyee wage obligation of
the debtors, particularly for the enpl oyees who were term nated
in a large-scale reduction of force on Sunday before the filing
of the Chapter 11 cases.

There are thirty-nine enpl oyees who are renaining at
t he conpany since that reduction of force post-petition. And
can represent to the Court that they are working very, very
tirelessly to -- largely to ensure not just that the cases
continue to be admnistered and that all of the assets are
protected but also try to get these paychecks out to the
enpl oyees and nmake sure -- to their formal colleagues.

And | think we all can understand that being able to
pay these enployees will be inportant to the norale of the
current -- the remaining enployees as well as the -- to protect
the ability of the debtors to rehire those enpl oyees, forner
enmpl oyees, should we be able to resune operations.

So with that context and with the understandi ng that
this is adifficult situation, nmade even nore difficult in
these -- in this current econom c environnent where, for a
variety of reasons, not the least of which is just the fact
t hat nobody can be with each other, that being able to get
alternative enployment will be difficult, if not inpossible,
during these tines. And therefore, the debtors very much
bel i eve that being able to make sure that these enpl oyees and

fornmer enpl oyees who were just term nated are able to receive
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their full paychecks is inportant.

So therefore, we are seeking not -- in this case not
an interimorder but a final order for the purpose of allow ng
for finality and giving certainty to those enpl oyees that
they're able to get their paychecks. W're asking for a fina
order to permt the debtors to pay all pre-petition
conpensation, including any accrued pay time off for term nated
enpl oyees, unrei nbursed business expenses, as well as our
pre-petition deductions and pre-petition benefits.

W did, as Your Honor knows, file a supplenental
declaration of M. Mannion to correct sone of the nunbers
around the priority cap.

THE COURT: R ght.

M5. KIM And it's discussed further, the paid tinme
off benefits, after receiving sone comments from M. Fox and
the Ofice of the U S. Trustee.

As noted, there are thirty-two enpl oyees who are owed
nore than the statutory priority cap under 507(a)(4) and
(a)(5). This is alnost entirely relating to accrued paid tine
off benefits that nust be paid to the term nated enpl oyees and
the -- which is under the debtors' enployee policies. PTOis
required to be paid to enpl oyees who are involuntarily
term nated once they are term nated.

These are term nated enpl oyees who | ost their jobs

because of the coronavirus-related disruption and the financi al
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I mpact on the debtors that led to needing to stop operations
for the tinme being. And these are enployees that, if the
conpany is able to get the governnent funding necessary to
resune operations, would need to be rehired. And the debtors
believe that that possibility, in and of itself, is valuable
enough to the estate to warrant paynent.

But even if there were no restart possible, the
enpl oyees who lost their jobs, they' ve lost their jobs.

They're in an extraordinarily challenging econom c season. And
it's both the debtors would submt humane to nake sure that
they receive their full entitlement to pay and a nuch-needed
noral e boost for their few renmaining coll eagues who are --
remain with the conpany and are just essential to adm nister
the estate and preserve the value of the debtors' assets.

And for that reason, | would ask that Your Honor grant
t he wages notion, enployee wages notion.

THE COURT: (kay. Before | hear fromany other party,
| just want to make sure | understand. | have had an
opportunity to review the suppl enental declaration. So | think
| understand the PTO issue and the anounts as it relates to the
caps. And | get the thought process behind that.

But | just want sone clarity. |s the debtor asking
today for a final order with respect to the authority to pay
wages and benefits, et cetera?

MS. KIM Yes, Your Honor.
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THE COURT: Ckay. | understand the request.

Can | hear fromthe Ofice of the United States
Trustee?

MR FOX: Yes, Your Honor. Tim Fox again on behalf of
the United States Trustee.

So inreviewng this notion, | initially provided ny
i nformal comments which included our standard provisions about
paynents exceeding the statutory priority caps and, in that
col loquy with the debtor, was informed about the nature of
those overages and that -- the majority of them-- that the
overwhel mng majority of those relate to the paid tinme off
benefit. One of the other standard provisions that we
routinely see in these wages order is a provision that says
not wi t hst andi ng any other provision that they not pay accrued
paid tinme off.

But given the circunstances here where state | aw
requires the paynment of those anmounts and that circunstance
falling in these extraordinary tinmes, my office is not
objecting to the relief that's being sought today and with
respect to do this on a final basis on the first-day rather
than doing an interimorder and a final order for the reasons
the debtors' counsel stated.

It's, again, ny understandi ng, and the suppl enental
decl aration makes this even nore clear, that these paynents are

required under state |law and that these individuals that are
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receiving these paynents are going to be faced with difficult
times here going forward. And whatever can be done to mnimze
that inpact, given the extraordinary circunstances, is not
sonething that ny office believes is inproper under the

ci rcumnst ances.

So with the nodification that was made to the form of
order at ny office's request, we have no objection to entry of
this order.

THE COURT: Ckay. Does any other party wish to be
heard? Al right.

Ms. Kkm I'dlike alittle bit nore clarity. 1 am
struggling with the proposition that -- | got -- I wll be
candid. | don't have an issue with the relief that's

requested. But | amtroubled by the prospect of doing it on a
final basis on the first-day. W've talked plenty of tinmes
about the challenging circunstances we all face today.

Qur local rules specifically provide that,
essentially, all orders entered on a first-day are interim
And | think if I understand the nature of the relief, you are
asking for authority to make paynents that have been descri bed.
If I enter that order, interimor file, you have the authority
to nake those paynents.

| don't know that |'ve ever had a situation where it
has gotten questioned or unwound at a later point. But | am

reluctant as a practical matter to | eave any other party in the
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bankruptcy case that may not have heard about any of this to an
enmergency appeal -- and | think the appeal deadline, if |I'm not
m staken, is fourteen days, so that woul d be before our
second-day hearing -- or a notion for reconsideration.

So |l think 1'd like some -- alittle bit nore clarity
about why the debtor believes that a final order today is
necessary. | appreciate the desire for certainty and closure.
| would also note that the relief requested is beyond what
woul d often be approved in this Court, particularly with the
| unp suns that nmay exceed the cap and everything. And you've
gotten support from-- or lack of opposition fromthe Ofice of
the United States Trustee and | think as | -- as far as | can
tell generally right now support fromthe |enders for that.

But the concern | have is that a final order today is
a bridge too far. 1'd like your thoughts.

M5. KIM Your Honor, | understand. And that is why
for all of these other nmotions that -- for which we're asking
for payment to be made that we did ask for -- structure them as
in the formof interimorders.

In this one instance, which | understand it is a |large
sumrelative to the other paynents that we were contenpl ating
today, as well as the fact that it is the mayjority of what
the -- the initial drawmdown during the interimperiod under the
DIP facility.

That said, we believe that subjecting the enpl oyees to
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that uncertainty that mght arise even during a short period of
tinme between now and the final hearing will -- in the context
of everything else that is happening and the circunstances
being faced, will be -- it will cause sone consternation and
troubl e.

And we would like to be able to reassure the enpl oyees
and the former enployees that, regardl ess of whatever el se nmay
happen with respect to the future of this conpany -- and you
have -- Your Honor has heard many times today about the
essential nature of some of the services that the debtors had
been providing, that regardl ess of the rest of the uncertainty,
that the one thing that is certain is that once this noney --

t he paychecks go out, that they are their paychecks to cash.
And they can do w thout concern

THE COURT: (kay. Does anyone el se wish to be heard?

MR. FOX: Your Honor, this is TimFox again on behal f
of the United States Trustee.

In further response, and to el aborate on ny prior
comrent, | took it as styling this as final on the first day
didn't affect what the standing practice is in the jurisdiction
and is reflected, | believe, in Judge Carey's coments that al
orders entered on the first day are, in nature, interimorders,
just that this one isn't specifically going to be sought for a
final order with additional relief. |If that understanding is

i ncorrect, then | apol ogize for that.
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And | understand the debtors' coments now to reflect
maybe a | arger degree of finality than | had appreciated. So |
just wanted to clarify that before any other parties spoke.

But it would be ny hope and expectation that,
consistent with practice in this district, that, despite the
styling of the order, should there be any party that didn't
receive the opportunity to be heard today and won't get notice
of these cases until the second-day hearing is going to be
hel d, that they'd have the right to come forward with any
Issues. | don't imagine there would be nuch in the way of
practical issues that exist. But that -- | just wanted to nake
ny cooments a little bit nmore clear on the record.

THE COURT: Ckay. Al right. Anyone else? A
right.

MR. NEIER  Your Honor, it's David Neier. Your Honor,
it's David Neier.

THE COURT: Yeah.

MR NEIER | would just point out that we're talking
about 129,000 doll ars spread over thirty-two enpl oyees. It's
hardly a princely sum Yes, it could be a conmttee issue or
sonmething like that. But it's really a -- it's really di

mnims when you consi der what we're tal king about here.

THE COURT: | don't disagree, but I'mstill not
prepared to do it on a final order. | would take it on an
interim | think experience teaches that it is highly unlikely
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that these would be challenged. | think, to the extent -- as |
said, many of you have been in ny court for along time. Wile
it'"s highly unlikely that they would be attacked, it's also
unlikely that that attack would be well-received.

But | understand the concerns. M. Kiml think has
| aid out the challenges that are faced by these enpl oyees and
the extraordi nary circunstances that they face.

And again, but |I'mconcerned that an entry of a final
order on day one as to this issue would create, frankly, a
measure of confusion as evidenced, frankly, by the colloquy
wth M. Fox. If | enter a final order, | think it's final
And | think your renedy is an appeal and a pronpt one.

But the bottomline is this. This debtor is --
notw t hstanding all of the extraordinary circunstances we're
facing, the notion that is before me is pretty typical. And to
the extent that there's relief sought in that notion, the
amounts that M. Neier just touched on and Ms. Kimhas dealt
with in specifics is not typical, but it's also not unheard of.
W deal many tinmes with anounts that are beyond the caps, often
w th sal es people for comm ssions, those kind of things.

And so again, | don't -- I'"mnot troubled by the
relief that's requested. And | think that the debtors have
carried their burden as to that respect. | just think that the
request that the Court on this -- at this hearing, twenty-four

hours into the proceeding, request final relief as to really
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anything is, as | said, a step too far.

So | would be prepared to take the typical approach
that we have in prior cases. And | would grant the notion for
wages and salaries, all of the relief that's been requested.
And the debtor is asking for authority to make those paynents
prior to the entry of a further order, if one cones at our
| ater hearing in April. And that is precisely what |
under stand and expect will happen. Those nonies will go. And
the enpl oyees will get their checks.

As to the relief requested, as noted, it is generally
pretty standard. And | do find from one, the Court's |ong
experience, as well as, second, M. Mannion's declaration that
the -- in the absence of the relief that's requested, | think
the debtors' reorganization effort will suffer the risk of
i mmedi ate and irreparable harm And | realize that the debtor
is in something of a state of |inbo because of, again, the
ci rcunstances that we face with the COvVID 19 pandem c

But, as | said a few nonents ago, if there is a way to
keep an operating and functional business alive here for the
opportunity to be revived and rebuilt, hopefully once the
ci rcunstances pass, this case cries out for that. And as |
said, the Court would be prepared to be a willing partner. And
| view these paynents as being a step in that direction.

So based upon the record before ne, |I'msatisfied the

debtors have carried their burden under applicable provisions
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to the Bankruptcy Code as well as Bankruptcy Rule 6003. And
W th the one proviso that the order will be denominated as is
our practice as an interimorder, the notion is granted. And
that order will issue once it's upl oaded.

Ms. Kim | think that that was the last of the
notions. Are there any other itenms that we need to cover now
this afternoon?

M5. KIM No, Your Honor. Thank you.

I will note that, just to -- for clarity so that
there's no surprise later that obviously the -- actually being
able to pay out those paychecks will be highly dependent on
being able to get in the DI P funding.

And then even then, there's a little bit of mechanica
issues in trying to issue out a thousand-plus paychecks. So
it"ll take possibly two days before the checks can go out. But
our hope is that we can be able to do all of that very
expeditiously. And | appreciate Your Honor's coments.

And with that, | also on behalf of the debtors and ny
cocounsel very much appreciate Your Honor's attention to these
matters on such an expedited basis. And | believe that it wll
be a major step forward in being able to make sure that the
debtors are able to nmaxi m ze value of their assets and try to
protect whatever they can protect in the state of Al aska.

THE COURT: Very good. Thank you, M. Kim

Before we conclude, are there any other natters that
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the Court needs to address?

Al right. Hearing none, | appreciate, again,
everyone's time and patience and cooperation this norning. |
wll ook for the orders to be uploaded. W'I|Il have them
entered on the docket pronptly.

Thank you very nmuch. W are adjourned.

IN UNI SON:  Thank you, Your Honor.

(Wher eupon these proceedi ngs were concluded at 12:15 PM
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