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Proceedings 

A R T H U R  E. N E W M A N  , 

called as a witness, having been first duly 

sworn by a Notary Public, was examined arrd 

testified as follows: 

JUDGE GEREFR: Please have a seat. 

Mr. Newman, and if I could irrpose on you. 

come up real close to the mieraphane and 

speak i n t o  it. 

D I R E C T  EXAMINATION 

BY m. W A I S K r  

0 M Y .  Newman, please state your full name 

fer the record? 

A Arthur 8 .  N Q W D .  

Q By whom are you employed? 

A The Blackstone Group. 

Q HOW long have you worked ac Blackscone? 

A since 1991. 

Q What is your position at Blackstone? 

A I am a senior managing director in 

charge of our restructuring group. 

9 As the senior managing director. yaux 

responsibilities include? 

A We render financial advice to companies 

and c r ed i t o r s ,  in over and bankruptcy situations, 
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Newman - Direct - Walsh 
anc? other parries at interest  i n  a bankruptcy, 
and I oversee c:he group. 

Q Prior to joining Blackstone, where did 

you work? 

A I was with Chemical Bank fo r  20 months, 

and I was with the accounting firm then known as 

Ernst i; Whinney f o r  24 years. 

Q Mr. Newman, what is your educacional 

backgraund? 

A I have a Bachelor’s of Science and an 

MBA ac Rutgerls University. 

Q Do you have any licenses er 

certi€icatlons? 

A I am a licensed CPA and I have 

cestifications under rhe NASD. 

Q Overall, roughly how many years or 

experiace do you have as a financial advisor? 

A A t  least 25. 

Q Mr. Newman, have you ever been involved 

in other Chapter 13 cases or restructurings? 

A Y e s .  

Q Approximately how many? 

A One hundred, gave or take. 

Q ’ Can you name some of the major cases 

2 12 - 8 6 7 - 8 2 2 0 Doyle Reporting, Inc. Doylerptlhaol.coan 
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Newman - nirecc - Walsh 
that yau have been involved in? 

A Macy's. Eastern Airlines, Texaco. and 

Johns Manville. Goin5 back, white Motor 

corporation, wicks Corporation. More recertly. 

Arah Wireless, Chiquita Banarra, and AMF Bowling. 

Q Aa part of your duties a6 a fina3cid 

advisor, have you valued companies? 

A Yes. 

Q As part of your duties have you 

marketed companies in financial disr;ress or 

portions of their asse'cs? 

A Yes.  

Q Can you give me some examples of cases 

where you have had that r o l e ?  

A Mobile Media, Paragon Trade Brands, 

Singer Corporation, American Pad & Paper, as well 

as others. 

Q 
case before? 

Have you ever restified in a Chapter 11 

A Yes, I have. 

Q Have you ever been qualified as an 

expert in a bankruptcy case? 

A Yes, 5 have. 

Q Has Blackstone been retained in th is  
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Newman - Direct - walsh  

case? 

A Y e s ,  we have. 

Q By whom? 

A By the debtors. 

M 2 .  WALSH: Your Honor, I will be 
asking Mr. Newman to give his opinion on. 

not j u s t  the farcs of the bidding process, 

but also his evaluation of the bids 

received. I would ask the Court to accept 

Mr. N o w  as an exper t  witness on this 

1 2  basis - 
13 JUDGE GERBER: Does anybody warac to be 

14 heard w i t h  respecc to Mr. Newman's ability 
15 to be heard and to give opinions as an 

16 

11 

18 
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24 

25 

expert? 

Hearing no objection, I am going to 

take his opinions, MY. Wal6h. and you may 

ask questions of that nature.  

MR. WALSH: Thank you, Your Honor. 

Q Let's start with the premise here of 

the assets to be sold. Would you describe the 

assets that  the debtars decided to market? 

A Yes. The debtozs decided to market the 

global business of Global Crossing, which 

212 -867-8220 Doyle Reporting, Inc. DoylerptL@aol.com 

22'd 

Received OcI-16-02 1 1 : O E  From-gT3 410 E583  To- 
27 :3T1 zm-bT-130 

Page 22 

mailto:DoylerptL@aol.com


" Y  , " .  L " " '  , , . L L  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13, 

14 

15 

16 

17 

18 

19 

20 

21 

22  

23 

24  

25 

2 2  

Newman - Direct - Waleh 
connects over 200 cities chroughout the  w o r l d ,  

and a l so  to market soparacely three aon-core 

businesses. 

mail business, the other GCUK or Racal; CWO, 

being Global Marine undersea cable-laying 2.nd 

mairtenance business: and thrae, being che 

debtcrs' teleconferencing business. 

One being the United Kingdom direct 

Q The first two businesses are located 

where? 

A In the United Kingdom. 
4 And t h e  teleconferencing business? 

A 1s principally located here, with 

operations in the United Kirrgdom as w e l l .  

Q During th i s  process, were rhe debtors 

marketing pieces Of chei r  core global business? 

A No. 
Q Why is that? 

A The debtors believe and w e  have agreed 

that if more value exists in the global business 

as a whole, then in attempting t o  break it up 

into pieces.  

c In the bidding process, Mr. Newman. did 

you communicate to all inter-ssted parties which 

assets were for  sale and which asse t s  w e r e  not 

212-867-8220 D o y l e  R e p o r t i n g ,  Lnc. DoylerptZdsol. =om 

ZZ'd 

Rscsivsd Oct-16-02 1 1  :OE F r o m 4 7 3  d10 E5E3  To- 

zF:9T Z00Z-!7T-U0 
Pans 23 



23 

1 Newman - Direct - Walsh 
2 f o r  sale? 

3 A We did communicate t ha t .  In facr, wirh 

4 respect to the three non-core b s i n e s s e s ,  w e  t o l d  

5 the people interested in bidding that they may or 

6 may noT; be sold at the end of che day. 

7 Q Why might they nor be sold? 

a 
9 

10 

11 

12 

13 

14 

15 

1 6  

17 
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25 

A We aavivised them that  we were seeking 

bids for the global business. 

the ultimate bidder or winner of this auction 
would require ownership of those three businesses 

o r  would desire n o t  to own any of the three 

businesses. So we left ourselves the 

flexibility, but we were careful to advise 

potential bidders of those alternatives. 

We did nor know if 

Q Now. getting to the auction process 

itself, what was Blackstone's role in the 

aucrion? 

A We were responsible and the bank was 

responsible for running the auction for the 

global business, as well as running the auction 

€or the teleconferencing business. Both brothers 

in the United Kingdom were responsible f o r  

running the auction f o r  Raeal, and JP Morgan 

Chase was responsible for running the auction of 
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2 Global Masine. We obviously interfaced closely 

3 w i t h  those t w o  bidders. 

4 Q What were the first s teps  you took in 

5 preparing far  the auction process for the global  

6 business? 

7 A The first steps wexe assisti3.g the  

a 

9 

10 
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2 0  

21 
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25 

company in preparing their information 

memorandum, as well as identzfyang potential. 

bidders or buyers f o r  the global business. 

Q The information memorandum included 

what. sort of data or materials? 

A You see, I am including an extensive 

descriprion of the business and its assets. It 

contained an executive summary, and then wen: 

in to  significant detail of the var ious asgects of 

che company's business. 

financial forecasts of the  company's business. 

It also included 

P As parc of this process, did the 
company prepare its own financial models and 

projections? 

A Y e s ,  they dld. 

Q Did Blackstone assist in that  process? 

A Yes. we did. 

P What other initial steps, gecczng ready 

ala.-  867- 8220  D e y l e  Reparting. Inc, Doylezptl@aol.com 
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Newman - Direct - Walsh 
for tho auction process, did you oversee? 

A kle worked with the campany in ar. e f f o r t  

to prepare what we call "management 

presentations," where ths senior  management of 

the company would be available to and i n  a 

position to describe in significant o r  greater 

detail than i s  contained in the information memo, 

che various aspects of the business in 

anticipation of siccing down with potential 

investors. La addition, we prepared or helped 

the company prepare an onllne daca room, as well 
as a Legal data room located at the company's 

headquarters in Madison, New Jersey. 

Q Why did YOU choose t o  do an online data 

room? 

A For several reasons. The online data 

room - -  we knew we would have a l o t  of people 

Looking at the company. The online daca room 

permics several potential investors to look at 

rhe company ac che same tine. It promotes 

efficiency in chat €ashion. We knew we would 

have people f rom a l l  over the globe looking at 

the company. Thas way. they could do it from 

thear location. Lastly, it permitted U S to 
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Newman - D i r e c t  - Walsh 
monitor exaccly w h o  was looking at the ~ a t a  in 

the daea room and for hew long a period OE time. 

Q NOW, you said tha t  you prepared an 

initial list o f  potential bidders. How did yo= 

do that? 
- A Well, firscly. we idenzif ied,  I 

believe, every major telecommunlcatkons company 

in the world. We identified other potential 

strategic bidders and a very long list o f  

potential f inancia l  bidders. 

Q Did yau atop with your original  list? 

A No. Obviously this was  a publ%c 

process. Much was written about it. We received 

many inquiries from people who were not on the 

list. Creditors and repsesentacives suggested 

other people. We have gotten phone calls. So w e  

added people to the lisL, as che process 

19 continues. 

20 Q By the time you had compiled your total 

21 

22 have? 

23 A There were over one hundred bidders or 

74 p a t e n t i d  bidders tha t  w e r e  contacted. 

a5  Q Of the potential bidders contacted, 

list, about how many potential bidders did w e  
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1 Newman - Direct - Walsh 
2 w h a t  kind of responses did you gec? 

3 A Somewhat over 60 expressed an interest 

4 in going further. In going further. t h e  next 

5 step would have beerr the  execution of the 

6 confidentiality agreement which w o u l d  permit the 

7 bidder to rece ive  the confidencial informaZion 

6 memo. 

9 Q Did any of fbese bidders go on and do 

10 fu r ther  diligence? 

11 A Yes .  Many did. A smal1,subset of the 

12 60 chose not t o  90 on. By far, chc majority did 

13 choose EO go on, and the next step was giving 

1 4  t h e m  access te *he online data room and aCCeSS to 

15 the legal data zoom. 
16 Q Were all of the bidders advised tha t  

17 

18 

19 

20 

21 

22 

23 

24 

25 

management was available t o  provide additional 

information and presentatione to t h e m ?  

A Yes, they were. 

Q About how many bidders actualll-  cook 

advantage of rneecings with management? 

A I Would say somewhere in the 30s. 

Q What did these meetings wirh management 

involve? 

A Typically, it would involve the 

212- 867- 8220  Doyle Reporting, fnc. DoylerptlOaol.com 
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Newman - Dizect - Walsh 

potential bidder coming in with a large n u h e r  of 

people into the conference room - -  most often, at 
the company's headquarters and sometimes at 

Biaekstone's offices.  John Legere and the senior 

management team would meet with them. I would 

say the formal presentacion took two to three 

hours, but most of those meetings took much 

longer with a question and answer period. 

M r .  Legete would s t a r t  with aii overview of r;he 

business, and then a number of senior executives 

would speak to their particular areas of 

oversight and responsibility. 

Q Were these basically trwa-hour or 

half-day meetings? 

A 2 would say it was a couple of hours, 

if you just  went through the  presentation and 

didn'c gec &Scions. 

better part of the day, and some of them took 

even longer. 

Most cf them took the 

Q How much longer? 

A More than one day. 

Q During this process, between the time 

the original information memorandum was available 

and in the time when these meetings were going 

212 - 867-  8220 Doyle Repotcing, Inc. Doylerptieaol. com 
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Newman - D i r e c t  - Walsh 
on, did t he  company's operational performance 

change? 

A Yes. In March the  company adopted its 
new operational plan, which cal led  for a 

significant reduction iia both its operating costs 

and its capital expenditures. There was 

siznificant downsizing of the employee base, as 

w e l l  as major rrductions in real estate'offices 

throughout the w o r l d .  That resul ted somecine in 

March wirh the company making a presentation of 

i t s  new operacional plan to both sets of i ts 

creditors, and i t  resul ted  in us including or 
revising the previous forecasts that were in the 

information memo and recontacting everyone who 

said tha t  they didn't want t o  go forward, but had 

received the information memo t o  give them the  

new financial forecasts and. obviously, giving to 

the people who were act ive i n  the process copies 

20 of the financials. 

21 P So che information w a s  immediately 

22 given to all the bidders who had expressed 

23 interest, and YCU went further and recontacted 

24 people w h o  had indicated their initial Interest? 

25 A Y e s .  
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Newman - Direcc - walsh 

Q Not counting the recent discussions 
with 7htch-Sing, how many bids or expressions of 

interest were ultimately received? 

A I w o u l d  say about 15 or 16. 

Q Now, I have a couple of questions on 

evaluating the bids, what were your initial 

steps when you received bids or expressions of 

interest ? 

A The first thing we did was diocribuce 

them to both the company and the two s e t s  of 

creditors. Then we evaluated those bids sort of 

based on three criteria: (1) what were the 

assets that were being bid €or; ( 2 )  what amount 

of due diligence had the bidder done during this 

process; and (3) did the bidder have or appear to 

have the financial wherewithal to consummate the 
transaccion. 

Q What was the relevance of determining 

what they were bidaing f o r ?  

A Well, as with any public process l i k e  

this, we received a number of bids €or  very, very 

small assets of the company. One was for as 

l i t t l e  as $1 million for a discrete asset of the 

company. So we received three or four bids of 

213-867-8220 D o y l e  Reportiag, IPC. Doylerptl@aal.com 

K ' d  

Received Oct-16-02 1 1  : 0 8  From-873 410 6583 To- 

mailto:Doylerptl@aal.com


21 
NeWman - Direct - walsh 

that nature. We also received three o r  four bids 

for larger groups of asseis of the  company's, bur 

short of the global business. 
Q What did you do w i t h  those  bids? 

A The f i r s t  group w e  jus t  contacted and 

said, " W e  thank you for your in teres t .  Right now 

w e  are concentrating on finding an investor or 

buyer for che global business. When that process 

10 is complete and these assets are available for 

11 

12 

13 

14 

15 

16 

17 

le 

19 

20 

21 

2 2  

23 

24 

25 

sale, we will reconract. you.n 

The second group which our bidders bid 

f o r  were larger portions of assets, bGt not the 

whole global network. We contacted them. In 
fact. we spent a lot of time w i t h  a f e w  of them 

crying to see if w e  could induce them to expand 

the bid to cover the global network and. 

obviously, pay more money in the process. 

Q You mentioned the level of diligence as 

one of the factors that you used in evaluating 

the bad. Whac was :he relevance of how much 

diligence someone had done? 

A well, in a company of this nature, a 

global company and a very complicated company. it 

is our view that unless we did a lot of due 
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1 Newman - Direct - Walsh 
2 diligence, it goes to the credib i l i ty  of the bid 

3 i n  terms o f  w h e t h e r  or n o t  the bidder would 

4 ultimately be in a posi t ion  to close. 

5 Q Did YOU get any iarge bids where 

6 enr;ir;ies had done essentially no diligence at 

I all? 

8 A Essentially we goc a few of  chose. All 

9 of them, I think, had access to the onl ins  data 

10 room. I don’t believe any of  rbem, and I h o w  

11 none of t h e m ,  met w i t h  the management and went 

12 

13 m a n y ,  many paopLe did. 

14 Q The parties who did tho most diligence 

1 s  would you say they spent days or weeks? 

16 A we had a number of parties chat epent 

17 months, not weeks, with teams of people poring 

18 over the company’s information. We had prepared 

19 many, besides the major management presentations, 

20 many subset management presentations where one 

21 executive and his t eam would meet wi th  potential 

22 bidders to go through the particular area chat 

23 the executive w a s  responsible for. Then many, 

24 many parties came back w i t h  pages and pages of 

2 5  information requesrs, analyses required, and SO 

through the more  intensive due diligence that  
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Newman - Direct - Walsh 
for th .  Many parties did a lot of due diligence. 

Q In your t h i rd  c r i t e r i a  of evidence of 

a b i l i t y  ta close tho transaction, how did you 

effect that  with respect to the 15 o r  16 bids 

that were received? 

A As I said, three or four  w e z e  for very 

small pieces, with Lhree 02 four o f  them were for 

less than a global neCWOrk. m e  resc were 

working with  the global network. we were very 

familiar with several of the bidders, as were our 

creditor constituents. and well-known 

organizations that we knew had the financial 

wherewithal to consummate a transaction. We also 

had three or four bids from entities that were 

hardly known o r  not knonn at all by anyone in the 

process. 
evidence of Lheir financial ab i l i t y  to meec the 

price in the bid in order to qualiiy them to move 

forward and be taken .seriously. 

Whac we did in those cases was request 

Q Can you give me an example of asking 

22 fox proof o f  purchase? 

23 A Well, with one bidder we asked for 

24 evidence, and we received a l e t t e r  from the 

as corporation. or LLC, or whatever. whose name was 

212- 867 -8220 Doyle Reporting, TPC. Doylerptl@aol.cam 
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2 also supplied to us. It basically s t a r t e d  out by 

3 s t a t h g  that they Were prepared to fund the  

4 purchase price subject to several conditions. 

5 The fir6c condition was that this company - -  and 
5 w e  will call a t  X I  Y,  2 .  that wrote the lsztsz - -  
7 Khe X I  Y, is received an irrevocsble letter of 

8 credir; from a recognized financial inscitueion, 

9 and then rhey would fund it. They were j u s t  the 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2 5  

middlemen. We went back to the bidder6 and the 

middlemen, 'Where are you going eo gec an 

irrevocable letter of credit?" What we got  was a 
form letter of credit not filled outl and no 
numbers, no name, no bank. no anything. We kept 

contacting the bidder. 

cases. w e  always get a couple of three people who 

put in those types of bids, and really Cannot 

demonstrate their abilizy to fund it. 

As is usual in these 

Q In the evaluation processes that you 

wenr through, wnat conrzact did Blackstone and the 

debtors have with representatives of Che 

creditors' commitcee and the banks? 

A We had daily contaer w i t h  both groups. 

This was, in my opinion, a very cooperative 

effort. our goal, collectively. was to t r y  and 
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Newman - Direct - walsh 
get the highest and best bid for these assets or 

investments in these assets, and both the 

creditors' committee. and the Bank Group. and 

=heir advisors w e r e  very active with the debtor 

and us throughout this process. 

Q Based on the standards that you 

described, how many of the companies' submitting 

bids or expressions of interest were serious? 

A I woula say there were three. 

P In your judgment, why were chere so few 

bidders that  ultimately f e l l  in t h i s  caregary? 

A I think principally because of the 
currenc s ta te  of the telecommunications 

industry. 

literally spent manths and had hundreds of people 

from their  organization involved in doing due 

diligence. They right up until the end kept 

telling me that they were going t o  prepare a 

bid. This w a s  a scrategic investor. A f e w  days 

before the bid was due, I received a phone call 

from them. 

environment, their board decided that chey were 

not going to make the bid and spend a lot of 

money on a telecommunications asset. 

We had one potential bidder w h o  

They basically said in this 
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Newman - Direct - Walsh 
We had similar reactions in che bidding 

for  the R a c a l  business in the U.K., where we had 

people working on contracts, and again the board 

overruled what management and had said, "We are 

not letcing you spend money ,in the 

celecommunicaLions business. It is a very 

diffLculC wotld ouc tbere for this industry." 

Q Of the three financial bids, were any 

of them acceptable to the bidders and €or the 

creditors? 

A I would say none of them really were at 
the end. I mean, w e  went back and forth w i t h  

these bidders. 

Q Without identifying, can you just  

describe roughly w h a t  the issues were? 

A Well, the h 6 U e S  ranged from not  

investing enough money in the company, suggesting 

and refusing to move from a capital  structure 

that was unacceptable to bath sets of czedicors. 

Some requiring extensive continuing due diligence 

and concern on the part of the creditors. It 

w o u l d  be a while before a contract could be 

signed without due diligence or commencing outs 

in tha t  contract. Those was the principal 
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1 Newman - Direct - Walsh 
2 reasons. 

3 Q Did the sa?e process for the non-core 

4 assets affect any of these final bids? 

A Yes. Qui ts  dramatically, i would say. - 
3 

6 We r e q d r e d  that the bids  for the non-core assets 

7 be submitted shortly before the original Sate of 

s July llth, w h e i  we were seeking bids f o r  che core 

9 business. We did receive some bids for non-core 

1 0  a s se t s .  Those bids were extremely 
11 disappointing. The anticipation upon everyone's 

12 

13 

3.4 

15 

1 6  

17 

18 

19 

20 

21 

22 

23 

24 

a5 

part was part of the process, and I th ink  the 

debtors' and both Cats of credicors', was that 

the company would be able to receive 

significantly more cash for those assets  than the 
bids represented. 

We have been talking all along with the 

people while they were doing due diligence, 

sharing with chem our views as to what proceeds 

might be received within ranges For rhese 

assets. So that as people prepared a bid, they 

could contemplate potential assec sales, if eheir 

bidder chose to sell assets, as opposed GO keep 

the entire business intact. 

SO w h a t  happened was when we received a 
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2 number of bids,  initially they worked on chose 

3 bids contemplating a receipt of cash for the 

4 non-core assets  was substantially greater than 

5 what w e  were a b l e  to deliver. 

6 So rke first thing w e  had co do, 

7 struggling after July llrrh in consultation with 

8 our creditors - -  and when I say "creditors," I am 

9 always refe-ming to the two groups - -  was to go 
IO back to these bidders and share w i t h  them the 

11 results of the auctions of the non-core assets. 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

ai 

22 

23 

2 4  

In a l l  cases. they had t8 restructure their bids, 

because there w a s  substartially less cash 

available to the company than had been 

ancicipated. So this extended the process. 

Q HOW did you try to manage t h i s  process 

to maximize the bids by each of those parties? 
A First, we asked them LO rebid based on 

the facts and results of the sales efforts of the 

non-core assets, because none of the bids could 

have been consummated. They all contemplated 

greater proceeds. We then called each of the 

biddess into j o i n t  meetings with representarives 

of the both sets of creditozs,  and had them make 

25 presentations and had a quest ion and answer 
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1 NewmaR - Direct - walsh 
2 peeiod abaut their bids. Of course, Blackstone 

3 had been talking to these bidders prior co those 

4 

5 

6 

7 

E 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

meetings. 

to prove t h e i r  bids. 

Sids appeared to be deficient in t e r m s  of  

ul:Limarely b e c o m i n g  a succes3or bidder. 

to work one of€ against another, as one always 

does, i n  this  process. We did receive improved 

bids, but u1timateI.y they were not  improved 

sufficiently t o  a poin t  where we f e l t  we could 

u t i l i z e  that bid  and with confidence suggest a 
b i d  t h a t  would support a plan of reorganization 
and chat would be consenturl w i t h  both s e t s  of 

creditors. 

W e  bas ica l ly  asked each of the bidders 

We told them where their 

We tried 

Q Was Hutch-sing one of the bidders in 

che auction? 
A NO. They w e r e  not. 

Q How did they get involved? 

A As you probably know, Hutch-Sing is a 

multi-interest company s ince long before its 

.bankruptcy. We continued to have informal 

discussions with their advisors during this 

entire process. 

in potentially consummating a transaction, but 

They had expressed an interest 
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1 Newman - DireCK - Walsh 
2 did  not want - -  "they" being che principals and 

3 the investors today - -  expressed an in=eresc 5.n 

a consummating a transaction, Sue did not wani t o  

5 be or refused to be part of a bidding process. 

6 

7 w e  had some sense from their advisors chae a 

60 based on  chase ongoing discussions, 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

poizentially a w a r y  Eransaction could occur.  

invi ted  the principals t o  come to New York and 

S L ~  Clown and have'exrrensive discussions with 

ourselves ana Dotk sets of c red i tors .  

We 

Q The end product O f  those discussions 

was? 

A The product of those discussions is the  

agreement before the  C o L F t  today. 

4 Even though they w e r e  hot part o f  the 

bidding process, the debtors and creditors 

certainly had an opportunity to see the terns of 

that and compare themselves against what was 

available i n  che auccion process? 

A Absolutely. 

Q I n  your view, and based upon your 

experience as a f inancial  advisor, is the 

agreement, t h a t  is being proposed toaay between 

the company Rutch-Sing and'supported by the 
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Newman - D i r e c t  - Walsh 

creditors, Khb best alternative for the  debtors 

in tmse cases? 

A Yes. 

Q Why? 

A I thirrk it provided the highest and 

bast value under a contract which has no due 

diligence and no financing outs. It is 

consantual with both sets of creditors,'  

susceptible to a fairly rapid, as these things 

gor confirmation. The nature of the investors 1s 

such that they bring a graat deal of credibility 

co the company and its ongoing and future 

business. I think chat was not only the 

company's conclusion and Blackstone's conclusion, 

but c l e a r l y . i t  the  conclusion of both sets of 

c red i to rs  as well. 

Q Ultimately, rhc debtors decided to 

cancel the public auction. Why did they do that? 

A Well, in effect, w e  had an auction. 

One might ca l l  it a private auction. W e  scoured 

r;he world €or potential bidders, and h V e 6 t Q r 6 ,  

and buyers for the  company. 

limiteu number. 

and tried to get a better deal from them. As I 

We came up w i t h  a 

we negotiated with those people 
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Newman - D i r e c t  - Walsh 
described the  process, in my judgment we had an 

auction. I think the second reason was, as I 

said before, these investors said they did not 
w a n t  t o  participate in a public auction and would 

not be willing to enter i n t o  this contract, if it 

were subject to a public auction. I th ink  we all 

collectively - -  ourselves being the creditors' 

representatives - -  felt that we had conducred an 

auction, actually quite a chorough one, and we 

would accept this proposal and cancel the publac 

auction. 

MR. WALSR: Your H o n o r ,  that concludes 

my direct. 

JUDGE GEFSER: Is there anybody who 

feels a desire to cross-examine MY. Newman 

in any way? 

Come on \e. please, Mr. weisfelner. 

CROSS-EXAMINATION 

20 BY MR. WEISFELNER: 

21 Q M r .  Newman, we have had an opportunity 

22 

23 last couple of weeks; is that correct? 

24 A That is certainly correcc. 

2 5  Q During that t h e  period, you have been 

co spend quite a bit of time togecher over the 
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