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BE | T REMEMBERED, that on the 3rd day of April, 2024,
bef ore the HONORABLE STACEY G JERNI GAN, United States
Bankrupt cy Judge at Dallas, Texas, the above styled and
nunbered cause cane on for hearing, and the follow ng
constitutes the transcript of such proceedi ngs as hereinafter

set forth:
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PROCEEDI NGS

THE COURT: All right. W have settings in
the new Chapter 11 filing of Eiger -- | don't knowif I'm
saying that correctly, Eiger BioPharnmaceuticals, Inc. Case
nunber 24-80040. | know we're going to have a | ot of
appearances, so let's try to do these as streanlined as
possi bl e.

In the courtroom-- we've got a hybrid hearing. W
have people in the courtroom people on video. 1'Il take
appearances in the courtroomfirst for the debtor team

MR, CALI FANG: Good afternoon, Your Honor.
Tom Cal i fano, Sidley Austin, on behalf of the debtors. Your
Honor, with ne is Anne Wallace, Bill Curtin, Parker Enbry,
Nat han El ner, Veronica Courtney, and Chel sea McManus from our
firm

THE COURT: Ckay.

MR, CALI FANG Al so we have our investnent
banker, our proposed investnent banker, M. Scott Victor.

THE COURT: Ckay.

MR, CALI FANG W have the CEO of Eiger
Bi oPhar naceuti cal s, David Apelian.

THE COURT: Ckay.

MR, CALI FANO. W have our financial advisors
from Al varez & Marsal, Paul Rundell and Doug Staut.

THE COURT: GCkay. Al right. Well, thank
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you.
We have a lender in the case, Life Sciences Leading
Fund |, LP. Wuo do we have appearing?
MR, BENDER: Good afternoon, Your Honor. Jay
Bender for Innovatus Life Sciences Lending Fund I, LP. And

I'mjoined by nmy partner, Roger Jones. Roger has filed a pro
hac notion for admission, which | believe is still pending.
THE COURT: All right. Well, | wll let
anyone who has filed a pro hac vice notion go ahead and speak
t oday, even though |I haven't signed all of the orders yet. |
think I have about 6 orders in ny cue.
MR, JONES: Thank you, Your Honor.
THE COURT: Al right. Thank you. 1've
| ooked at all of the notions.
Al right. Well, any other courtroom appearances
before I turn to Webex?
M5. YOUNG  Good afternoon, Your Honor. Liz
Zi egl er-Young for the U S. Trustee.
THE COURT: Thank you.
O her appearances?
M5. CARSON: CGood afternoon, Your Honor.
Candi ce Carson of Butler Snow for Eton Pharnaceuticals, Inc.,
| ocal counsel.
THE COURT: Ckay.

MR. NEWION: Janes Newton from Morri son &
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Foerster on behal f of Eton Pharnmceuticals, as well.

THE COURT: Ckay. Good afternoon

MR, NEWION:  Afternoon.

MR. MORRI'S: CGood afternoon, Your Honor.
Joshua Morris fromPillsbury Wnthrop Shaw Pi Ttman with ny
col | eague, Janes Dickinson. W are here on behalf of Sentyn
Therapeutics, Inc. W are the proposed stal ki ng horse
bi dder.

THE COURT: Okay. Good afternoon

MR, CARLSON: Good afternoon, Your Honor
Aiff Carlson of Wil Gotshal & Manges on behal f of the
Progeri a Research Foundati on.

THE COURT: Okay. |'ve read about your
client, as well.

MR CARLSON: Thank you

THE COURT: All right. Do we have anyone on
t he Webex who wi shes to appear at this tine?

Ckay. We may just have nostly observers today. W do
have a sign-in sheet. So if you're a party in interest, |
trust you have signed the sign-in sheet and we will file that
on the docket later so people in the courtroomw || know.

Al right. WlIl, M. Califano, it |ooks like you have
14 notions set, two of which have drawn objections, well, the
cash collateral notion and the bid procedures notion. [|'m

not sure, the |l ender may have objected to a slew of other
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t hi ngs.

MR, CALIFANG | believe the | ender objected
to everything except joint adm nistration and the retention
of our clains agent. They filed an ommi bus objection to
ever yt hi ng.

THE COURT: Ckay

MR CALI FANO May | approach, Your Honor?

THE COURT: You may.

And | want to tell everyone |I've read all of the
pl eadi ngs. 1've seen the four declarations in support of the
debtors' notions today. And | wasn't quite clear on the
| ender's omi bus objection. It |ooked |ike everything was
kind of tied to cash collateral, but nmaybe it was broader

MR, CALIFANO It seens |ike they're objecting
only to the extent that our notions seek the paynent of
nmoney. Oher than that if they were free, they don't object.

THE COURT: Ckay.

MR. CALI FANOG. So, Your Honor, first of all
want to thank you for having this hearing hybrid and havi ng
us in. The reason why | asked for that was that |
anticipated that we woul d have objections. | anticipated
that we woul d need testinony. And based on sonme experiences
I've had, testinony doesn't work virtually that well. So |
really appreciate the Court allowing us to cone in.

THE COURT: Well, | will say, the farther we
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get away from COVID, the nore we get these requests to have
the first day hearings hybrid. So we kind of take it on a
case- by-case basi s.

MR, CALI FANG  Yeah. [|'m ol d-school, Your
Honor. | like getting -- being in the roomw th everyone.

THE COURT: Ckay.

MR, CALI FANG: So what | propose for run of
show today, Your Honor, is that we have a brief presentation
to give you that 1'd Iike to present, put up on the screen.
That will give everyone sort of a sense of the conpany. And
then 1'd like to go into the testinony, M. Apelian,

M. Rundell, M. Victor, because the testinony will apply to
various notions so if you get all -- rather than have the

W tnesses get up and get down and try and limt their
testinony. And then thereafter we could go into the notions
t hensel ves.

THE COURT: Al right.

MR, CALIFANO If that's all right with Your
Honor .

THE COURT: Makes sense to ne, uh-huh.

M5. WALLACE: Your Honor, | will share the
presentation, Anne Wl l ace.

THE COURT: Okay. We're ready when you are.

M5. WALLACE: Al right.

MR. CALI FANO And, Your Honor, this -- even
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t hough the nunbers may not be large in this case, this
actually is a very inportant case. And we'll talk about it.
But this is about two things. |It's about paying the
creditors. But it's also about making sure that the drugs
that are in development or in comercialization, and we'll
talk about it in a second, that they either naintain their
status or that they're available for the patients. So that's
t he bal ancing act of the debtors. The debtors are very
cogni zant, and you'll hear that from M. Apelian's testinony,
or Dr. Apelian -- | apol ogize, his testinony.

THE COURT: M ke, do you need to do sonething
on your end to nmake sure it's connected?

It's not on the Court's screens or ny screen
MR CALIFANO |'msorry, Your Honor
I have hard copies and we can just wal k you through it.

THE COURT: Hard copies are great

MR, CALI FANO. May | approach?

THE COURT: Yes. Thank you

MR, CALI FANG So, Your Honor, you'll see the
managenent team Dr. Apelian who is here and can tal k about
t he background of the conpany, debtors' counsel and advisors.
We have Alvarez & Marsal as our financial advisor. And
M. Victor at SSG running the sale process. And | wll tel
you this, Your Honor, and it's not unusual, but once we

filed, potential buyers cane out of the woodwork. And we've
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gotten calls. And you'll see we have two people here
fighting to be the stal king horse for one of the drugs. It
happens to be a very inportant drug. But the filing itself
has generated a ton of interest, because these are inportant
drugs that -- that nmany people are interested in either
devel opi ng or naking sure -- and that's why -- actually,
M. Carlson fromWil CGotshal is probably the npbst inportant
person here.

THE COURT: Oh. There's a lot of inportant
peopl e here, so --

MR, CALI FANG Because he represents PRF, the
Progeri a Research Foundati on.

THE COURT: And I'Il hear nore about that,
this consent requirenment --

MR, CALI FANO Yes, Your Honor

THE COURT: -- that | read about

MR, CALIFANG And we will talk about that in
t he sal e process.

THE COURT: Ckay.

MR, CALIFANG Al right. So, Your Honor,
Ei ger was founded in 2008 to commercialize drugs for these
rare di seases called orphan diseases. This is a disease that
affects a small portion of the population. And that was
their mssion. They becanme public and they have nine --

currently have nine enpl oyees. They do contract
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manuf acturi ng, contracting and manufacturing. And really the
conpany's focus is developing the |IP for these drugs.

So the nbst -- the one commercialized drug -- and j ust
because a drug isn't in comercialization, isn't in sale,
doesn't nmean it doesn't have val ue, because we are already
getting approaches on sone of these other drugs which are in
devel opnment. But Zokinvy is the drug which we'll be talking
about nore today. It's the only sold comercialized drug.
And it is the sole drug that treats this condition, progeria.
Okay. Wich is advanced aging in children. And Zokinvy is
t he best-known treatnent for this drug. There are 400
patients worl dwi de currently. And this drug has been -- it's
been tested -- it increases |life expectancy 2 1/2 to 4 years.

THE COURT: Did you say 400 patients --

MR CALI FANO 400 patients worl dw de.

THE COURT: -- worl dwi de?

MR, CALIFANO And it's life-threatening.
It's -- so you can see on the next page, page 5, you can see
Zokinvy and its benefits. It extends |life expectancy, |owers
bl ood pressure, and risk of heart damage, pronotes healthy
wei ght gain, the dosage can be nanaged. And it's
wel | -studi ed and safe and tolerable for children, for people
under 12. And that's the target audience. These are very
young children who have this life-threatening disease.

The other drugs, Avexitide, it's conpleted it's Phase
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Il studies and is ready for Phase IIl. Ckay. Lonafarnib
okay. It's a viable solution for the treatnent of HDV
You' Il hear about HDV a lot, hepatitis delta virus. There's

currently no drug that is approved by the FDA for this drug.
This is a very inportant drug. It could --

THE COURT: So is that the same drug that you
cal | Zoki nvy?

MR CALIFANO No. |It's a different -- that
was a different drug.

THE COURT: Well, | knew there were different
drugs. But --

MR, CALI FANO. So the next -- on page 6, these
are the other drugs which are in devel opnment and not
conmerci al i zed

THE COURT: GCkay. | gotcha.

MR, CALI FANO. |I'msorry, Your Honor.

THE COURT: No, |'mclear

MR CALI FANO | should have been clearer

So as | was saying, Lonafarnib is the only potentia
drug. There is no drug that treats HDV currently. And then
Lanmbda, Peginterferon Lanbda, | know Lanmbda, | know
nmurdered that nanme, this is another drug which is in
devel opment. And, in fact, the conpany -- Dr. Apelian can
testify to this, this drug has generated interest fromthe

Gates Foundation. And they're offering $15 mllion to the
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debtor to assist in the devel opnent of that drug. And they
may, in fact, be a buyer of the drug and devel op this drug at
sonme point down the road. So that's what you'll see when
M. Rundell testifies, it's inportant to maintain both the
ability to produce Zokinvy and get it to the 400 patients,
but it's also very inportant that we nmintain the status of
t hese drugs, okay, for two reasons. One, it makes them
val uabl e, right, as we continue the process -- the program
But it al so advances what could be a very inportant drug in
treatnents.

So the capital structure is pretty straightforward,
Your Honor. |It's on page 7. W have a termloan of 41.7
mllion, approximtely, which asserts a lien on substantially
all of the debtors' assets. W have trade debt of 4.7
mllion. And we have 1.5 million of common stock. This was
a NASDAQ | i sted conpany.

So, Your Honor, what happened -- and a conpany |ike
Ei ger Bi oPharmaceuticals is expected to | ose nobney. It's
expected -- it's in developnent. It is -- so it's expected
to |l ose noney over a period of time. And if the drugs are

successful and commercialized, well then, it can be

profitable.

But -- and this is -- will all be testified to by
Dr. Apelian. In June of 2023 the debtors' managenent and
board started | ooking at how do we keep -- how do we keep
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going? How do we neet these tine limts? How do we nmake
sure that we are funded to neet the FDA nil estones to get
the -- so they | ooked at the portfolio and they did a
prioritization starting in June. GCkay. And prioritized the
drugs that they would spend noney on based on their

i mportance and their viability. Then there was -- during the
Summrer of 2023 there was a significant reduction in force.
And then in Septenber 2023 it discontinued the Phase |1

trial for Lanbda. But that can be restarted by a buyer

Okay. And then in October 2023, started talking to Sentyn
about a purchase of Zokinvy, which is the drug that is
commerci al i zed

Fromlate 2023 to early this year they explored a
nunber of different alternatives, a possible pipe investnent.
And the reason why the sales, the pipes where nothing could
be acconplished was there was an inability to reach agreenent
with the lender on the terms. And M. Rundell will testify
that there was a potential pre-petition sale of Zokinvy. And
it fell out because there was inability to reach agreenent on
the ternms of the sale of that.

So on January 17th the | enders served Eiger with a
default notice based on a material adverse change. So there
has not been a default, covenant default. There has not been
a paynment default. There's no maturity here. |It's all based

on a material adverse change claim So there was -- there
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was a period of negotiations of forbearances.

THE COURT: What was the materially adverse
change?

MR, CALI FANO. The material adverse change was
the inpact on stock price fromthe results of one of the FDA
progr ans.

THE COURT: The Lanbda one that --

MR, CALI FANG Wich was the --

MALE SPEAKER: Well, there was -- it was the
i nvestor reactions.

THE COURT: Okay. W can hear testinony.
was just curious what the MAC was. So we'll get testinony.

MR, CALIFANGC It was investor reaction to an
FDA report --

THE COURT: Ckay

MR CALI FANO -- that caused the stock to
pl ummet .

So, Your Honor, then there was a series of
forbearances. And the debtor pursued the Zokinvy sal e and
prepared for this process which we have here.

So, Your Honor, there's two goals of this case, okay.
To nmaxim ze value in a process that we are all famliar with
and that's reasonable. And as | said, and as |'msure
M. Victor will say, it's -- the interest in these drugs has

been surprising. |It's been, you know, very well received,
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the filing and the ability to sell these. So we believe
there's a lot of activity. And you'll see the call this
nor ni ng about some of the other drugs, not Zokinvy. But we
al so have a ton of information -- a ton of interest in
Zokinvy and two parties battling to be the stal ki ng horse.

So there's the maximzation of the asset values. But
just as inmportantly in the conpany's view is naintaining the
supply of Zokinvy and not having an interruption in the
supply. And nmking sure that the other drugs get into the
hands of parties who can devel op them because of their
i mportance.

So on page 10 there's an introduction of the
i ndividuals who will be testifying. First is Dr. Apelian
who is the CEO He's the first day declarant, Your Honor.
And he'll also be testifying to the bid procedures. Evan
Gershbei n from KCC whose retention is unopposed. Pau
Rundel | from Alvarez & Marsal will be testifying to the need
for cash collateral. And Scott Victor fromSSG wll be
testifying on the bid procedures and the process.

So on the next page, Your Honor, and finally are the

i ndividuals fromthe firmwho will be presenting and the
notions they will be presenting. | will presenting cash
collateral. The order of the witnesses will be Dr. Apelian,

M. Rundell, and then M. Victor

VWhat this case boils down to, Your Honor, is who's
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going to run this process? Wether the debtors' business
judgment is going to be allowed. And | think you'll see
today that we have a reasonabl e reasoned process which has
already paid for itself, if you | ook at the increase. And
that's what M. Rundell will testify. O if we are going to
let the | ender micromanage this process, if we're going to
allow the lender to insert its business judgnent in place of
the debtors' business judgnent -- which is the reason why we
came to this Court, okay, to nake sure that this process
could be run in a reasonable way. And that the debtors

busi ness judgnment would not be interfered wth.

So, | nean, | think -- | was going to cone in here and
conmpl ai n about the | ender's behavior before we filed. But |
don't need to because of the objection that they filed. 1've
never seen an objection to a wage notion. That's a first. |
think there will be a bunch of firsts today. And, you know,
they're telling us -- you see themtrying to insert their
j udgnent on which enpl oyees we shoul d be retaining and which
enmpl oyees we should retain going forward.

W -- | will say we tried. | nean, the first time we
got -- we sent them a proposed cash collateral order on
Thursday. And the first tinme we got comments was in their
objection. So nost of their coments we probably woul d have
inserted. They don't seemthat controversial. But it would

have been nice if we got themin a phone call, or an enuil
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or sonething like that. 1'mnot used to negotiating by
pl eadings. But it seens |ike that's the way this case, at
least is going to start out.

So this is a case, Your Honor, where the debtor is not
trying to do anything unreasonable. W're not trying to
violate the absolute priority rule. W're not trying to cram
down the lender. Wat we're trying to do is run the process
that the debtors' board in its business judgnment believes it
is the best process to realize on the assets, nmaintain the
val ue of the assets, and continue to support its patients.
And that's the process. And that process will be in front of
Your Honor. And it's a process that needs to be run in a
certain way. So that's what this is all about when you boi
it domn. It's about whether we're going to |let the debtors
busi ness judgnment be usurped by a secured creditor who
manuf actured a default. |t doesn't have a real default under
their docunents. They nmanufactured a default because they
wanted to exercise control

So with that, Your Honor, we'd like to -- M. Curtin
will be presenting Dr. Apelian. So |I'd like --
THE COURT: Al right. [I'"Il give other
parties a chance to nake a brief opening statenent.
MR, CALI FANO. Thank you
THE COURT: And then we'll go to Dr. Apelian.
Al right.
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MR JONES: |If it please the Court, Roger
Jones on behal f of Innovatus.
"Il just address the MAC for a monent, Your Honor

It's not a manufactured default. The debtors' capitalization

fell from2100 -- market cap fell from2100 mllion to 10
mllion. They published -- in their own SEC filings they
said they -- it was doubtful they could continue as a going

concern. So there's not a manufactured default. That was a
mat eri al adverse change in the debtors' circunstances. And
we did not exercise any renedies as a result of that. As
you'll see in the papers that were just presented, we entered
a series of standstills all the way through April 3rd. So we
took no action with respect to that.

I think we should tal k about what is before the Court

today. This is a first day hearing. It's very limted in
terns of what we have here. Cash collateral, it is the
debtors' burden to show that they' ve -- that we're adequately
protected and they'll suffer inmmediate and irreparable harm

if they don't use the cash collateral they've requested, if
they can't use that cash coll ateral

Wth respect to the sale procedures, Your Honor. There
are two conmponents of that. One is with respect to Zoki nvy
and the selection of a stalking horse. The other issue is
with respect to bid procedures on a going forward basis for

all of the renmining assets. Under the local rules this
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Court does not take up a sale procedures order on first day
hearings, unless there are conpelling circunstances. There
are no conpelling circunstances here today to take up the bid
procedures for the assets other than Zokinvy. None have been
articulated in any of the declarations or in any of the

pl eadings. So that -- we have the Zokinvy issue. But, Your
Honor, there's no compelling circunstances to take up the

ot her bi ddi ng procedures.

The other -- we're not trying to control the sale
process with respect to Zokinvy, Your Honor. We've been
excluded fromthat sale process altogether. W've not been
able to participate. The debtors' not provided us with any
information. W learned -- the Sentynl sale that's
referenced in the pleading is $26 mllion. W |earned that
soneone el se had offered $29 nillion on exactly the sane
terms. And we -- and that the debtor rejected it. Wen we
asked why, they told us it was none of our business.

It is sone of our business, Your Honor. |nnovatus has
$45 million in debt here. No one is making any argunent that
there's any value in these assets, or offering any proof
there's any value in these assets beyond | nnovatus. W are a
real party in interest. Wen they talk about their sale
process, they are playing with Innovatus' noney. That's
their bet. It's with Innovatus' nmoney. W should be a

participant. W're entitled to be a participant with respect
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to the sale process, with respect to both Zoki nvy and the
remai ni ng assets.

Qur fundanental disagreenment is not that Zokinvy shoul d
be sold in a short period of tinme that has been proposed. W
believe it should be. But we disagree strongly about how the
remai ni ng assets should be sold and the cost associated and
the cash that will be consumed in order -- under their
proposal to |iquidate those remmining assets. They say that
we will derive nore value fromthe sale of those assets if
t hey consume basically all of the cash on hand as they get
through the sale process. W disagree with that.

So what we proposed to them-- they sent us a cash
collateral order, Your Honor, but it went through July with
m | estones for sales, plan confirmation. W disagree with
them post the sale of Zokinvy. So we said, send us an
interimcash collateral order for the cash you need on a
first day basis. W'Il take a look at that. Send us the
budget. And answer our questions about items in the budget.
Never sent us an interimcash collateral order. W got the
budget -- | got the proposed budget -- the |last proposed
budget actually cane in Monday. And they refused to answer
any of our questions about itenms in the budget. So maybe
we'll get sone answers to those questions today.

But | think when we think about all of this testinony

we're about to hear, | think we should limt it to those
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things that are relevant to the notions that we have here
today. Nothing about the MAC, for exanple, is relevant to
anyt hing before the Court today. W have issues of cash
collateral. W have issues of sale procedures. W have
declarations fromall of the parties and all of the proposed
witnesses. |'mnot sure why we need any witnesses at all
Your Honor, because they've already filed all of their
declarations. So | think we need to focus on what's before
the Court today.

THE COURT: (Okay. | just wanted to clarify
sonething for the record. There was a draft interimorder on
file at docket 16-1. | knew | had seen it, so | started
flipping --

MR JONES: There is a draft interimorder.
And there is a budget attached to it, Your Honor. That is
correct. W received that be ECF

MR, CURTIN:.  Your Honor, it's the exact order
that was sent to themon Thursday. That's what M. Califano
was referring to.

THE COURT: Ckay. GCkay. | just knew | had
seen it, so |l was a little surprised when you suggested --

MR JONES: No. W're talking about
negoti ations. They sent us a stipulation for this entire
I engthy process. That's what they proposed to us.

MR CURTIN: Again, Your Honor, it was the
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sane order that we sent. | sent it nyself.

THE COURT: All right.

MR, JONES: Thank you, Your Honor.

THE COURT: Al right. Thank you.

Anyt hi ng el se, counsel ? Apparently the nost inportant

person in the roonf

MR. CARLSON: That's the first tine.

THE COURT: You're going to get the
transcript, | just knowit. Show it to your spouse or
what ever .

MR JONES: Thank you, Your Honor. W do have
a short presentation just go get the Court familiar with PRF
who they are and their involvenent in the case, if that's
okay. And ny coll eague, Enma Wheel er, was going to put it up
on the screen.

THE COURT: Ckay.

MR, CARLSON: | have hard copies, too, that |
can hand up.

THE COURT: You nmy approach. Thank you.

MR, CARLSON: Thank you

So, Your Honor, mny client, Progeria Research

Foundation, which is referred to as PRF in the papers, a
little bit of background on the conpany. And |I'mglad to
hear it fromM. Califano that the overarch -- one of the

overarching goals is continued supply of this drug so it can
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be to the patients of progeria. And not only, you know, ny
client's focus and goal is to nake sure that during the
cases -- but ultimately who the buyer will be, making sure
that the buyer of this drug will al so have the capacity and
experience that's necessary to be able to continue supplying
the drug to these patients. And so to give you a little bit
of background and flipping to the next slide and who -- what
progeria is.

And first -- and just to say, PRF is a 501(c)(3)
non-profit organization. Their missionis really just to
devel op treatnents and cures for this disease, progeria. And
alittle bit nore about this. So | think as M. Califano
noted, there's about 400 patients, that's 1 in 20 nmllion
And so it is an ultra -- what's called an ultra rare di sease
It's fatal. The average |ife expectancy of patients is about
14 1/2 years old. The drug that has been devel oped and now

approved by the FDA, which is the only drug avail able, you

know, has -- is on average extending |ives of the patients by
approximately 4.3 years. And so it has been -- it has been
effective.

And, you know, of the -- of the 400 patients, | think
we've -- PRF has identified 149 of those patients worl dw de
and is in contact with them nbst of whomare getting the
drug. And 21 of those 149 are in the United States. And

that's inportant because really, as you can see on the
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screen, this disease, even though it's rare, it does -- it
does, you know, cross -- it's all across the country, over 50
different countries. And so whoever the buyer is will have

to have the operational capacity and the infrastructure,
network, and supply to be able to, you know, distribute the
drug across the entire world.

And so noving on to the next slide here. So PRF was
really instrunmental, played a huge role in developing this
drug. And as | nentioned, it's a 501(c)(3). It was
cof ounded in 1999 by Audrey CGordon and her sister Dr. Leslie
Gordon who had a son, Sam who had the di sease and
unfortunately passed away at the age of 14 fromthe
disease -- I'msorry, 17. And so, you know, PRF s role since
t hey' ve been cof ounded has really been dedicated to
devel oping a drug. And they played a big role in identifying
what the cause of the disease was, Dr. Leslie CGordon who is
the medi cal director and cofounder. And so that's really
what they're focused on. And they own the clinical data that
shows the efficacy of the drug. And they also hold two of
the patents relating to -- relating to Lonafarnib, which is
the -- which is the ingredient, the nmain ingredient for
progeria -- for the drug that treats progeria. So noving on
And with -- and also facilitated and hel ped facilitate the
FDA approval of the drug in 2020.

And so as | mentioned at the outset, the focus of ny

Cl NDY SUMNER, CSR (214) 802-7196

Desc



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Case 24-80040-sgj11 Doc 108 Filed 04/08/24 Entered 04768/24 15:20:13
Main Document  Page 25 of 169

client really is and wants to enphasi ze that -- you know, not
only during the cases but that the buyer be someone -- be a
party that does have the ability to continue providing

uni nterrupted access to this drug going forward. You know,
we have -- just to talk a little bit about what the
contractual relationship is between PRF and Ei ger

W are party to a collaboration and supply agreenent
that was recently amended. W'Il get into all of the details
of what that agreenent says. But it -- the nbst inportant
part is it requires Eiger to continue providing --
distributing the drug through as late as 2034 so that
patients across the world will continue to receive it.

And so, Your Honor, just to conclude. Really at the
end of the day the -- PRF is focused on, you know, whoever
ends up owning this drug be somebody that, like |I said, has
the expertise in ultra rare di seases and has the ability to
manuf acture, market, and distribute this drug across the
worl d, that has a gl obal presence across the world and an
understandi ng of howto do so. So that's -- that's really
why we're here and what we're focused on

THE COURT: Ckay. |'mgoing to ask you a
question and this may be cutting way ahead. But is your
client in a position to say you're supportive of either one
of these potential bidders I've read about in the pleadings?

MR. CARLSON: So we have -- we have been
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i nvol ved and done diligence on Sentynl. And | think subject
to maybe a few open issues, | think generally confortable
that they have the ability to neet these -- these needs.

THE COURT: Ckay.

MR, CARLSON: We have not done the diligence
on the Eton, the conpeting -- and so we're not in a position
to say one way or the other.

THE COURT: Ckay. Thank you. Al right.
Appreci ate your presentation.

MR. CARLSON: O course.

THE COURT: All right. M. Young

M5. YOUNG  Thank you, Your Honor. | do just
want to take a few mnutes. W really appreciate -- the
debt ors have been very hel pful. Have incorporated nost of

our conments into sone of the pleadings. And we may have a
few as the presentations go on, but | really do want to thank
themfor taking the tinme to work through nost of -- nost of
what we have concerns about.

I did want to bring one issue to the Court's attention
that nmy client has -- has raised. W're concerned about the
venue here. There may be a question of venue. So we did
want to nmake sure that we're reserving those rights here
today on the record, whether or not this is the appropriate
venue for these cases to be filed. And we have -- and the

debtors have agreed to include |anguage in the orders sinilar
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to what was approved in Inpel, that there's no waiver of
venue here today.
THE COURT: Ckay. Thank you.
Anyone el se?
Al right. I'mready to hear the first wtness.
MR CURTIN:  Your Honor, the debtors call Dr.
Davi d Apel i an.
THE COURT: Dr. Apelian, if you could approach
the witness box, |I'Il swear you in.
(The witness was sworn by the Court.)
THE COURT: All right. Thank you. You may be
seat ed.
THE W TNESS: Thank you.

DR. DAVI D APELI AN

The witness, having been duly sworn to tell the truth,
testified on his oath as foll ows:

DI RECT EXAM NATI ON

BY MR. CURTI N:

Q Good afternoon, Dr. Apelian. Can you please state
and spell your full name.

A It's David Apelian, D-a-v-i-d | ast nane,
A-p-e-1-i-a-n.

Q And what's your current position at Eiger?

A I'"mthe CEO of Eiger.

Q How | ong have you been the CEO?
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A | stepped inin late '22 as interimCEO. And | was
appointed full-tine CEOin June of |ast year

Q And what are your responsibilities as CEO?

A My responsibilities are to ensure the advancenent
of our programs. To increase the value for all of our
st akehol ders, that includes our patient comrunities, our
sharehol ders, and our creditors. So | see that as a bal anced
responsibility that | took this position when | stepped in

Q And you nentioned stepping in. Wat was your
experience at Eiger prior to becom ng CEO?

A I'"d been a nmenber of the board of directors for
al nost seven years. | even served for a short period of tine
early in that tenure as the executive nedical officer. And
hel ped | aunch sonme of the inportant prograns. The deliver
program for hepatitis D. And even | collaborated with PRF in
the early FDA and European regul atory neetings to get those
filings off the ground. And so |'ve continued in -- stepping
in now as CEO continued to engage PRF on a regular basis to
nake sure we're col l aborating and partnering on behalf of the
ki ds.

Q And before Eiger, what other professiona
experience did you have?

A My position prior to Eiger, | served as CEO of
Bl uesphere Bi o an i nmune oncol ogy conpany. In the past |I've

served in executive roles as chief nedical officer of Akilian
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(phonetic) working in hepatitis C and conplinent disorders.

And served as the chief nedical officer at dobal |Inmmune, an
i mmune oncol ogy conpany, as well. The areas of ny interests
have general ly been chronic hepatitis, immune oncol ogy, and
rare diseases.

Q And can you just tell us your educationa
backgr ound?

A | earned ny Bachelor's Degree in biochem stry and
Rutgers. Stayed on at Rutgers for my PhD in biochemstry.
And then | went to nedical school at UVDNJ and served three
years residency for pediatrics at Cornell Medical Center New
York Hospital in Manhattan

Q And you' ve al ready expl ai ned how you' ve been
involved with Eiger basically fromthe beginning. Can you
tell us just briefly the history of the conpany?

A Yeah. | think Eiger was founded on a really
interesting idea. It was to take nol ecul es or drugs that
wer e bei ng devel oped for other reasons by big conpanies. And
then to repurpose themto serve high-need rare disease
popul ations. So many of the drugs that we |icensed over the
years were bei ng devel oped by big conpani es for cancer or for
other indications. And the teamwas wisely able to build a
portfolio of products that could actually serve di seases |ike
progeria, hepatitis D, COVID, all -- so there was a way of

doing -- taking these really mature assets that had a | ot of
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manuf act uri ng background from these big conpanies and a | ot
of the safety data and then repurposing themto rare
di seases.

Q A couple of terns I'd just like to ask you to
explain. W' ve heard about orphan drugs for rare diseases.
Can you just explain what that neans general |l y?

A So orphan drug status is defined as any disease
with | ess than 200,000 patients involved. The diseases we're
actual ly tal king about are much smaller than that. Progeria
is one of the rarest diseases. About 400 patients in the
world. Chronic hepatitis Dis snaller than 200,000. It's
probably in the 5 to 10,000, 20,000 patient range in the U S.
Depends on the estimtes you see. So there's ranges of how
rare these diseases are. But the main threshold is a 200, 000
patient threshold. And that gets the fornal designation of
or phan.

Q And the second one, what is FDA breakthrough
t her apy desi gnation?

A So breakthrough status, which all of our drugs do
have, reflects the inportance that is placed on the program
by the FDA. So to be given breakthrough status, they have to
deemit an inportant disease of un-nmet need. And there has
to be prelimnary data, at least, to show that the drug is
prom sing. And what you get from a breakthrough status with

FDA is you get access to their experts in a nore tinmely way.
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You can have nore real -tine dialogue with FDA instead of
waiting the standard turnaround tine for neetings. And so
it's designed to facilitate additional collaboration between
the FDA and the conpany to advance the products nore

ef fectively.

Q So beyond financial considerations which you' ve
already testified are certainly inportant, what are the other
factors that you have to consider as the CEO of Eiger, and
specifically with regard to patients?

A So | take the obligation to patients and the
patient comunity really seriously. And | think that's nost
pronounced with a comrercial drug |ike Zokinvy that the kids
and the famlies are really depending on. And we
collaborated with PRF to distribute the drug. W' ve been --
we nmeet with themfrequently to make sure that whatever
channel the children are getting the drug through, whether
it's a clinical study or whether it's conmercial supply, we
have to nmake sure we're not inefficient in delivering the
drug to the kids because they really depend on this. And
think the survival advantage we've seen is pretty striking.
O all -- 1've been doing this for 25 years. O all of the
di seases |'ve worked in, a 4-year survival advantage on a per
patient basis is an unbelievable positive affect that's, you
know, amazing. And | feel a strong obligation to make sure

we're not disrupting that during this process.
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That being said, | feel there's a strong obligation to
advance the other drugs that we have because they are
life-saving, well, we believe they have the potential to be
life-saving. And that's what we're trying to prove in the
| at e-stage prograns that we're doing. But | do take ny
obligation to other stakehol ders very seriously; our
sharehol ders, our creditors. | have to have a bal anced
concern across the spectrum because we are a public conpany
and we have an obligation to neet those fiduciary
responsibilities.

Q Shifting gears a little bit to certainly sonething
a bit nore mundane.

Can you just explain a little bit about the nature of
how smal | a biotech firmsuch as Ei ger operates, specifically
with regard to being relying upon vendors for critica
products and services and kind of why that's inportant?

A Sure. In contrast the bigger conpanies that |'ve
worked in early in ny career, all of the infrastructures were
there, it's owned by the conpany. In this case as a snall
conpany, we | everage access to the manufacturing capacity
from vendors, even storage of inventory, maintaining
stability studies on the inventory, any lab work that has to
be done is not done on the premises. W don't invest that
capital to have the infrastructure at Eiger because it's very

costly. So we do have to use a team of experts to manage a
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broader array of vendors that can then supply that capacity
to us.

So in this setting, especially in this kind of a
setting, we have to make sure we're retaining the right
experts to manage a pretty conplex inventory chain for the
di fferent program manufacturing obligations, regulatory
obligations. And even in Zokinvy, the case of Zokinvy, it is
an approved product, but we have post-marketing obligations
that are required to maintain the authorization to sell the
product in Europe and in the U S. So while they sane |ike
R&D expenses, they're not really -- they' re studies that EMA,
t he European regul atory body has mandated that we do as a
condition of the approval. And so there are certain
activities that we al so have to manage through vendors to
make sure we're not mis-stepping and then jeopardizing the

conmmerci al value of the product with the ability to sell the

product .
Q So what you're referring to just nowin terns of
t hese post-narketing necessary expenses, these -- you

t hough, historically refer to these as R& expenses; is that
right?

A That is -- | think as a small conmpany when you have
studies, you kind of put themin a budget itemcalled R&
because it's a study. Big companies would typically cal

t hese comerci al expenses because they' re post-approval
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comitnents that you have to do after the drug's approved to
mai ntain the authorization to sell the drug. So they're
often called Phase |V commitnments or post-approva
commitnents. And so, yes, they are |i ke R& expenses because
they're studies, many of these are studies that were at

vari ous stages of conpletion. But they truly are commercia
in the sense that you're doing it to naintain and neet the
obligations of the regulatory authorities to continue selling
t he product.

Q I just want to wal k very quickly through a coupl e
of -- a fewnmilestones that M. Califano nentioned in the
opening. Starting in June 2023 when Eiger undertook its
portfolio prioritization review

Could you just tell us a little bit briefly what that
was?

A So when | stepped in -- you know, in |ate Decenber
we had actually a positive study. It was quite a good result
in the hepatitis D program But the investor reaction was
negati ve and that happens for lots of reasons. But there was
a lot of stress on the conpany. W had the former CEO
stepped out. And the board asked nme to step in and help the
conmpany navigate forward and to kind of retain the talented
peopl e that we had and find a way to advance our prograns.
And so we enbarked on a prioritization process for our

portfolio, because it becane pretty clear we didn't have
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enough resources to advance all of our prograns. But we
wanted to pick what we felt was one of the nobst val uabl e
programs and then enbark on a strategy to bring capital into
the conpany either through doing deals with the other assets
to other partners, or raising additional funds. And so we
were preparing to advance Avexitide as a retained asset. And
we were planning a partnership programto out-license the

ot her assets, Lonafarnib for HDV, Interferon Lanbda for HDV.
for exanple. So that was the pivot that we were enbarking on
md |ast year.

Q And you' ve al so tal ked about the bal anci ng that you
have to do as a CEO of a company like Eiger in terms of -- in
terns of expenses. WAs there any -- over the Sunmer of 2023,
were there any reductions in force that took place at the
company?

A So we were doing regul ar assessnments of our
wor kf orce and maki ng regul ar reductions along the way as we
progressed through the year. The conpany was around 50
enmpl oyees when | stepped in. And through, you know,
different graduated |evels of reduction in force based on our
pl an evol ving, we were conscientiously doing that all al ong.
We knew we had to conserve our capital and to really retain
the talent that we need to advance the key progranms. So
that's been an ongoi ng exercise for us.

Q And from when that started until -- until now as
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we -- as you sit and | stand here today, what -- how nany
enmpl oyees is the conmpany down to now?

A W're currently at 9. And that was really based on
a pretty intensive assessnment of what it would take to
mai ntai n Zoki nvy commerci al asset, because that's sonething
we still have to nmanage the manufacture and inventory and
distribution of, as well as the post-narketing approval,
commitnents that we still have to abide by. So we have a
core group of four individuals that manage the manufacturing,
the distribution, the quality, and the pharnacovigil ance.

And pharnacovigilance is the fact that we still have to
survey for safety cases that cone in and report themto the
regul atory authorities on a regular basis. So any reports
that conme in have to neet a standard. There's a requirenent
to be able to report those in an appropriate way. So we've
mai nt ai ned the core group of people to maintain the
conmmer ci al asset Zoki nvy w thout conproni sing our conpliance
or our regulatory obligations.

Q And is it your opinion as the CEO of Eiger that
these 9 renuini ng enpl oyees down from what was once 50 are
absolutely essential to continuing to supply Zokinvy,
continuing to maintain the remaining assets for potentia
devel opment and to get -- see this process to its conclusion?

A | do. | think there's nore conplexity to nanagi ng

an asset |ike Zokinvy than people mght realize. Wen you
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t hi nk about the different |evels of inventory, nanagenent,
quality, regulatory, we also need a handful of other people
to manage the business and manage other activities that are
critical to the business. And the process we're about to
enbark on requires, | think, know edgeabl e people that know
the assets, the other assets in addition to Zokinvy. |'m
fortunate that |'ve been involved with the conpany for so

long that | understand the asset progranms, the study designs,

t he nol ecul es, how they work. | can orchestrate a |ot of the
support for the other asset sales, as well, through sone of
the key people we still have. But we really did try to pair

this down to the mni mum nunber of enpl oyees that we possibly
coul d.

Q Ckay. Let's nove forward a bit to October of 2023.
| understand that in that time frane you began to engage with
Sentynl as a potential purchaser for Zokinvy; is that right?

A That's correct.

Q And you heard M. Jones say in his opening that
I nnovat us, your |ender, was not permtted to be involved in
that process; is that your understandi ng of how that played
out ?

A Well, | guess what -- well, | should say that we,
fromliterally the tine | stepped in as CEQ, we actually felt
it was inportant to keep in touch with Innovatus on a regul ar

basis. W actually were neeting with themevery two weeks
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from about February -- January 2023 -- of 2023 on. W
recogni zed that they were a key stakehol der and so we took it
upon ourselves to neet with themon a regul ar basis.
Sometinmes nore frequently than that. So we woul d keep them
apprised of all devel opnents. W would keep them apprised of
any potential business devel opnment activities are financings.
And we really bent over backwards, | feel like, to keep them
engaged and col l aborate and really try to partner with them
as a key stakeholder. W recognize that that was
substantial, one, relative to a value. And we did that
voluntarily.

So | don't really know what was being alluded to by the
fact that we weren't involving them W still had to run the
company and engage parties and di scuss potentia
transactions. That was still our key role. And we involved
I nnovat us and kept them apprised of that as best we coul d.

We ended up talking to several conpanies around the sane tine
as Sentynl reached out to us. It was not a solicited
process, but we had interest from about half a dozen
conpani es and we engaged on those other inquiries and Sentyn
put together what we thought was the strongest proposal and
had done extra work with PRF to neet them and understand the
relati onship better. And so they just for many reasons, in
our view, were the strongest potential bidder

Q And those calls that you nmentioned wi th | nnovatus,
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once the MAC default was issued and you were conpelled to
retain restructuring counsel, were there additional calls
wi th Innovatus after that tinme where both you, you as the
conmpany, and |Innovatus as the |l ender and counsel for both
were present?

A There were a few additional calls after that
period. But we didn't naintain the standard routine meetings
we were having just between nyself and our general counse
and their team It ended up being escalated to a nore
attended neeting with counsel fromall sides. So there were
several of those neetings afterwards.

Q And on those neetings after that tine, was the
sale, various iterations of a sale of Zokinvy to Sentyn
di scussed?

A Vell, it was discussed in various ways, | nean, it
was also -- we were also considering a PIPE offering to raise
nmoney. And that Sentynl sale was part of that discussion
So there was some debate whether we should do -- the investor
wanted to retain Zokinvy. And there was a question about
whet her we could still sell Zokinvy and still do the PIPE
offering with the investor. And Innovatus was very invol ved
in that discussion. |In fact, we kind of brokered a three-way
agreenment that unfortunately the investor was unwilling to
conply with at the end. But we collaborated as best we could

and | thought Innovatus in that instance was fairly
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collaborative and tried to find a three-way solution for the
i nvestor and | nnovatus and Eiger to find a way to nmake that

PI PE of fering work with or wi thout the sale of Zokinvy at

that point.
Q So you mentioned Sentynl's interaction with PRF
being a key factor. So is it -- | alnost feel silly asking

at this question at this point, but, do you view PRF as a
critical partner to Eiger with regard to Zokinvy and the sale
t her eof ?

A I think PRF is absolutely a critical partner. One
of the first things | did when | stepped in as CEO was to
nmeet with PRF. There had been sone tensions between our
conmpany and PRF in the past and there was a pendi ng
arbitration. | felt that was a big mstake. | net with
Audrey and Leslie Gordon and quickly we realized that we
wanted to col |l aborate and, you know, meke some anmendnments to
how we were working together. | would say the |ast year was
great progress. We're working very efficiently, very
effective together, very collaboratively. And it's benefited
everybody. |It's benefited the kids. It's benefited PRF
It's benefited Eiger. It's why we're even getting offers,
think, from other conpanies for Zokinvy because it's -- it's
a live and successful asset because we were able to cooperate
with PRF.

Q Okay. W heard -- we heard through counsel's
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presentation, you know, quite a bit of, you know, a pretty
powerful presentation on what we're actually talking about
here. But for purposes of the evidentiary record, can you
descri be what Hutchinson-GIford Progeria Syndrone is?

A Sure. It's -- it's an obviously very rare disease
caused by a single point nutation in the DNA of the
individual. It's a totally randomevent, so it's not passed
down in a hereditary fashion |ike nbst genetic di seases are.
It's the nmutation that occurs in the lamnin protein which is
a very comon protein that nakes up the nenbranes of your
cellular structure. And the abnormal protein that's forned
is called progerin. And progerin has this unusual feature
that it allows for the attachment of a fat nolecule called
pharmasal. And that's the host function that Lonafarnib
actually blocks. So we're actually blocking another protein
in the patient that prevents this anchor nolecule, this
(i ndeci pherabl e word) nol ecul e that then all ows the abnorna
protein to accunmul ate in the nucl ear nenbrane of the
patients. And it's that accumul ation of this abnornal
protein that causes the rapid aging syndrone, the vascul ar
defects, the staradernitis (phonetic), abnormal skin, poor
wei ght gain, wasting syndrone that these kids suffer from
Now, remarkably these children don't suffer cognitive
deficits. It does not affect their brain. They' re very high

functioning, very happy, well-adjusted kids that are going to
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school. Now the patients that have been on the drug and are
in their 20s, some of them have gone to college. So they
have a very good quality of life until the very end where
they have a stroke or some kind of cardiac event that wll
cause their denmise. So it's a very unusual disease
It just so happens the drug that we |icensed from Merck

to treat hepatitis D, because hepatitis D uses that sanme fat
anchor to latch onto hepatitis B, so it's a co-infection of
hepatitis B, it's that sanme process that all ows that abnornma
protein in progeria to cause the damage to these kids. And
so it was, you know, brilliant work by the PRF to even figure
out this nmutation. They worked with the NIH to figure that
out. It's amazing. They were able to figure out that
there's a drug that blocks this chemical step, this pharm
installation step. And then Merck amended the -- our |icense
agreenment to allow Eiger to work with PRF and to have a
royalty free, mlestone free commercialization right to get
Zoki nvy approved. And we now have approvals in the U S.
EMA, UK, Israel, and Japan. So we have gl obal approvals for
this drug. And it's largely based on the coll aboration we've
had with PRF and the cooperati on we've shared with each
ot her.

Q And what is progeroid |am nopathies? How did | do?

A Pretty good. Not bad.

Progeroid | am nopathi es are a subset -- it's progeria
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like. So there's another range of mutations that can happen
in patients. |It's not the classic progeria mutation | just
described to you. And it can cause a spectrum of severity
that in nmany cases is a little | ess severe, so sonme of these
patients live to be older and they mature nore. In sone rare
cases it's nore severe. So we were able to do sonme work in
the filing for approval of the drug to show that it was
likely to work in what we call PLs, or progeroid | am nopathy
patients. So there's a whole other subset of patients that
could al so benefit. And we've had a few of themthat were
identified. And it might be as nmany as half the nunber of
progeria patients may have this other subset called PLs. So
the estimate is around 200 patients might have this
condition. So it's another group of patients that | think
with tine we can identify and benefit by meking this drug
avail able to them

Q And about how many people suffer fromboth of these
combi ned, Hutchinson-G | ford Progeria Syndrone and progeroid
| am nopat hy?

A It's probably estinmated at 400 worl dwi de for
progeria and probably another perhaps 200 patients wth
progeroid | am nopathies of the type that we believe can be
treated wi th Zokinvy.

Q And are there other treatnents avail able for

progeria --
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A There are no other approved treatnments for
progeria, no.

Q And can you explain what the results -- you
mentioned this earlier, but I want you say it again because
it's inmportant. What -- what are the results that have been
seen with Zokinvy?

A | think the nain basis of approval was the 2.5
years of survival advantage at the tinme that we filed. And
as we continue to follow these kids for several years |onger
we now know that they're living on average about 4 to 4 1/2
years |longer than the untreated kids fromthe historica
culverts. And, you know, it's -- we imagine if we start
treating these kids younger now that we're identifying them
at around a year to year and a half of age, naybe that life
expectancy gets even better. Because nost of the kids we've
been treating between age 5 and 7. So, | think, we continue
to see pretty striking benefits, multi-year survival on any
di sease like this is incredible evidence of disease
nodi fication. And that's why it's such an inportant drug to
make sure we're not having any nmissteps or any gaps in
provision to the kids.

Q And as a PhD, as a nedical doctor with a life-tine
of experience in this area, is that -- is that unusual ?

A It's highly unusual. | mean, |'ve done a |ot of

cancer progranms where two or three nonth survival is
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considered a big deal, right. To have nulti-year survival in
a universally fatal disease like this is a pretty amazing
acconpl i shnment. And, you know, | give so nmuch credit to the
PRF for figuring this out. | nean, they did in a few years
what bi otech conpani es sonetinmes take five or ten years to
do. So -- and it just shows you what the passion of a nother
and a famly and people with the right background can
acconplish. So | think it's just been a real success story
to then partner with them and help them get the approval s,
because that's a very chall enging and technical thing to do.
As a foundation it would be very hard to get drug approvals
and to manage all of the manufacturing expertise that you
need to do this the way we haven't been able to. So | think
it was a great partnership. And that's why we have this
product that's hel ping these kids.

Q All right. Let's shift gears to what we refer to
-- what's been referred to, quote, the renmaining assets with
basi cal | y everything other than Zokinvy.

Can you -- first of all, do you believe there are other
assets besides Zokinvy that can generate value for this
estate?

A Yeah. |'mconfident we can. Avexitide is the
product that we were going to pivot to. W felt it was
probably the biggest opportunity in terns of value accretion

for the conpany. Avexitide is a GLP-1 antagonist. So it
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does the opposite thing that many of these other drugs over
here |i ke Wegovy and the G.P-1 agonist do. So those drugs,
they raise insulin levels and reduce glucose |levels. And
they can cause weight loss and treat diabetes. Wat our drug
does, Avexitide is a GLP-1 antagonist. It blocks the
receptor fromGP-1. And it therefore can treat debilitating
hypogl yceni a di seases. And there's two main di seases that we
will be treating with Avexitide

It's not well-known, but when people get bariatric
surgery for weight |oss, 5 percent of those patients can get
debilitating hypoglycenia. So their sugar |evel can drop so
preci pitously and so unpredictably that they can't |eave the
hone. They can't work. They can't drive. They can have
seizures. They can die fromit. And so we've done two
phases worth of studies to show that we can actually correct
and nodi fy that severe hypoglycem a in these patients that
have what we call PBH, post-bariatric hypoglycenia. So
that's a really inmportant indication for Avexitide. And we
think it represents a really inportant advance in that
di sease. There are no approved treatnents yet to treat PBH

There's al so another condition in pediatrics called
congenital hyperinsulinism And sonme children are born with
hyper secretion of insulin and debilitating hypoglycem a
And they can die in the first weeks of life fromthat

condition. W' ve shown in sone early studies that Avexitide
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can treat those children, as well. And then we have plans --
and both of these indications are Phase Il ready so we've
done conplete Phase |l prograns. W're literally a Phase |1

program away fromthen being able to file those for approval
So we think there's a ot of value in the Avexitide franchise
as part of our portfolio.

Q Next, what about Interferon Lanbda?

A Interferon Lanbda is a product we were devel opi ng
for two reasons. W were developing it for chronic hepatitis
D. Unfortunately we had a safety event in the Phase I
study | ast year and we had to shut that study down based on
our data safety nonitoring board's recommendati on. That al so
caused a hit and our stock val ue declined after that event,
which is something that happens in this industry. Sonetines
safety events will happen.

I will say we don't have any future plans to devel op
Interferon Lanbda for chronic HDV. But there's still genuine
interest in respiratory diseases. W had sone really
promi sing data in COVID that we reported, | think, early in
2022. And there's been interest froma non-profit noney to
be funding additional studies in COVID using Interferon
Lanbda for COVID and potentially flu, and RSV. So | do think
there's a real inportant use that could still be realized
wi th Lanbda and sonme value there, as well.

Q And lastly, Lonafarnib Ritonavir.
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A So Lonafarnib is in both Zokinvy and the HDV
product, Your Honor. But we use Lonafarnib with Ritonavir,
anot her drug to enhance its exposure for hepatitis D
treatment. And it's not weight based. So for the kids that
have progeria, we use Lonafarnib on a wei ght-base dosing. So
you adjust the dose based on the size of the patient. And
HDV, we use this conbination of Lonafarnib with Ritonavir and
it's not weight-based dosing. So it is a different -- it
essentially is a different drug because it's use differently
with different dose and different node of administration

W had what was quite prom sing data end of 2022. W
had two drug regi ments using Lonafarnib for HDV. They both
hit statistical significance. They both showed efficacy.
Investors reacted badly to the data because G liad had a
program where their nunbers were a bit higher. And so there
was an investor reaction to the data. But | felt |ike the
drug still has promise and | still do. And we had a neeting
with FDA, a pre-MDA neeting that you have to di scuss the
package for filing for an approval early in the foll ow ng
year, 2023. And | viewed it as a very favorable neeting.
And they basically, you know, were supportive of us filing
for an approval. And so we still think there's a path
forward there. W think it's sonmething that | expect there
will be bidders for. And it's literally 9 to 12 nonths away

fromfiling for an approval with FDA
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Q You just nentioned bidders. 1In the -- gosh, has it
only been 48 hours? In the 48 hours since this case filed,
have you already received interest on both Zokinvy other than
the two parties that are in court and on the other assets?

A I've received about a dozen enmils when people
heard the news with regard to, in sonme cases exclusively
Zoki nvy and in sone cases nore general, we're interested in
your assets. And |I've been referring themto the teamto put
theminto the process. But in just the |last two days,
probably at | east a dozen inquiries cane in spontaneously to
nme, in addition to the Iist of parties that we were already
awar e had reached out before. So | think -- | do expect that
this could be a conpetitive process.

Q Now i n your -- you already tal ked about the
enpl oyees and the reducing from50 to 9 and that the 9 are
absolutely essential. And of course you would like to pay
them | n your business judgnent, do you believe the other
expenses that are reflected in the cash collateral budget are
necessary to preserve the value of the assets that are going
to be sold in this case?

A I do. We did a, you know, program by-program
reviewto really nake sure we were preserving any activities
that if otherw se stopped woul d be detrinental to the assets.
So we put ourselves in the perspective of soneone that woul d

cone in and buy the asset. And |I'll give you some exanpl es.
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We have to nake sure we're nmintaining the inventory
properly and the stability studies for these drugs properly
or it becones a huge obstacle to advancing the program So
if I'msitting in the buyer's seat, | want -- | have
assurance that we're maintaining the inventories. The
stability studies are ongoing. Especially if you need it for
regi stration, because you can't restart it. |If you stop a
stability study, a 5-year study, Your Honor, you have to
restart it. You can't pick up where you left off. These are
studies that require continuity. So we |ooked at those kinds
of things that were necessary to keep managi ng properly
t hrough our vendors and to keep nmeki ng sure we advanced those
ki nds of activities on the prograns that would -- any buyer
is going to want to see that have integrity, that have the
ability to nmove forward

There's a virology study that is being done in support
of the HDV Lonafarnib program That's the only renaining
data el ement necessary for filing. That's something that we
di scussed with FDA. And that's a study that we have incl uded
as an ongoing activity. W're not doing any other ancillary
or extra bells and whistles activities at all. W just
| ooked at the things that a buyer would want to see was
continuing and wasn't disrupted and wasn't going to cause a
detrinent to the program

Q Now simlar question with regard to -- well, let ne
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back up. | asked you earlier when you were tal ki ng about the
nature of a small biotech |ike Eiger | asked you about the
reliance on vendors to fulfill roles that naybe in a |arger
conmpany woul d be fulfilled internally.

Wth regard to the vendors that the debtors have
selected to receive paynents, are those vendors -- sane
question | just asked -- essential to maintaining value for
the assets that are going to be sold in the case?

A Yes. It's exactly what we focused on. So for
Zoki nvy, there's even nore sensitivity around maeki ng sure we
don't misstep with a commercial product that's out there
being sold. So we had to nmake sure we were nmanagi ng t hose
post - marketing requirenents. Sone of these are clinica
studies that are still finishing up. There's an
envi ronnmental study that we're doing for Europe. There is a
di sposition of the drug study that we're doing also for the
EMA. So we have to use resources to nanage those studi es and
make sure they're conpleted, otherwise -- and they're
anywhere fromb50 to 75 percent paid for already. W just
need to conplete them and do them properly and get them done
inthe time frane that the EMA, the European authorization is
expecting. So we |ooked at those kind of things to nmake sure
we're still paying those vendors to manage those things.

Agai n, the manufacturing, inventory chain, distribution

chain, stability of the drug for -- not only for batch by
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batch, but you need to do stability for any filings that
you're going to do in the future for approvals. So we had to
make sure we weren't disrupting any of those activities
because they're absolutely vital for the asset val ue when we
bid these to other -- to other conmpanies. So we took that
approach to this. W cut all the costs we could and we
really focused on those activities that if we stopped them
woul d damage the val ue of the program and that's good for
all stakehol ders. W want to nmake sure we're getting as good
a return on these programs as we possible can. That's better
for shareholders. That's better for the creditors. It's
just better for everyone invol ved.

Q Just a couple of nore questions, Dr. Apelian. And
these have to do with the proposed bid procedures for
Zoki nvy.

You tal ked about, a |lot about balancing interests. |Is
it -- in your business judgnent, do you believe that the sale
of the Zokinvy assets on the schedule that is proposed in the
bi d procedures notion is in the best interest of the conpany
and all of its stakehol ders?

A | do for a fewreasons. | think we need to make
sure we nove this into the transition quickly and
effectively. And even after we close with a partner, it's
going to require several nonths of transition between our

teamand their team |It's not |like you give the keys to the
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car and they drive away. W have to nake sure we're
coordinating that transition of this asset to the new
conmpany. And that's going to take, | would say, 60 to 90
days of coordination and col | aboration of our teans, you
know, to share the know how and the | ogistics and all of
those things. So that's usually an inportant part of that
ki nd of handl e.
I do think, based on the fact that we had about a half
a dozen conpanies and diligence before kind of spontaneously
reached out to us late last year, that there are severa
conpani es that are probably poised and ready to get into the
process. And we've had spontaneous outreach over the | ast 48
hours. So | do think in the time frane outlined, there wll
be a conpetitive process. |I'mpretty confident of that. The
fact that we have two conpanies vying for the stal king horse
bid is kind of evidence of that already. | do think we need
additional time for the other assets to do a thorough biddi ng
process on those. And | think the tine frame that was
detail ed nmakes sense to nme. | think it's anple tine to do
that for the other non-Zokinvy assets. So | do think there's
a logical rationale for the proposal
Q Thank you, Dr. Apelian.
MR, CURTIN. No further questions, Your Honor.
THE COURT: All right. Pass the witness.

Any cross?
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Yes, Your Honor.

CROSS- EXAM NATI ON

BY MR JONES

Q M. Apelian, were you involved in the decision to
choose the $26 nmillion Sentynl bid over the $29 nillion Eton
bid at the end of |ast week and over the weekend?

A So those bids were reviewed with our counsel. And
the holistic view of the bid and the position of the conpany
that Sentynl was, in our view, better prepared through
di | i gence was being weighed in as part of that decision. And
based on ny counsel s' advice and ny banker's advice, | agreed
wi th the decision.

Q Did you make the deci sion?

A I made the decision with ny counsel

Q Okay. What did your advisors tell you? You said
you relied on your advisors, other than counsel

MR, CURTAIN. Objection.
THE COURT: Oher than counsel. Don't revea
any communi cations with counsel

Q What did your advisors tell you that you relied on?

A My counsel is largely who was advising me on this.
But | would say that the total picture of the preparedness of
Sentynl having done full diligence with Progeria Research
Foundati on and our appreciation that that was an inportant

part of the devel opnent of the diligence for both parties,
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PRF and Sentynl. It doesn't nean the other party would not
have been a good partner. But it was an unknown that we
didn't have to take the risk on -- with Sentynl. So that was
a factor that was involved in the decision process.

Q That was a factor. Wlat about the difference in
purchase price? How did you assess that?

A Wl |, obviously the purchase price at that time was
different. But you have to handicap that with all of the
other factors involved; the ability to close, the ability to
have done the proper diligence, that's all kind of a holistic
view of the -- of the deal. And in our view the stalking
horse woul dn't have prohibited the other party from bidding
injust a fewweeks. So it didn't seemlike an unreasonable
deci si on.

Q What did you know personally about Eton's ability
to close? You said that was a factor

A Al I knowis | had confidence in Sentynl's ability
to close. And there was an unknown in mnmy view of Eton's
ability to close.

Q And what, if any, efforts did you nake to determ ne
whet her Eton had the ability to cl ose?

A On that point, | followed ny | egal counsel's advice
and we proceeded the way we had.

Q That wasn't ny question. M/ question is, what did

you do to nake that determination, if anything?
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MR, CURTIN. njection. He answered the
gquestion. He relied on counsels' advice which he can't --

THE WTNESS: | relied on ny counsel

MR CURTIN  -- reveal.

THE COURT: Sust ai ned.

Q So you had no opinion or thoughts on Eton's ability
to close?

MR, CURTIN. nojection; that's not what he
sai d.
Q O her than what your counsel told you
MR CURTIN.  You don't have to --
THE COURT: | overrule the objection. He can
answer .

A I relied on ny counsel's view on the tinme frane for
the stal king horse bid. And that was the basis of ny
deci si on.

Q Did you consult with Innovatus in naking that
deci si on?

A No, | did not.

Q And why not ?

A | relied on ny counsel to proceed as we did.

Q Ckay. Wiy did Eiger refuse to even explain to
I nnovatus why it made that decision?

A | relied on my counsel to nake the decision | made

for the stal king horse bid.
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Q So not only did you not consult with Innovatus, you
refused to tell Innovatus the basis for your decision; is
that correct?

MR, CURTIN. njection. It's the sane
guestion over and over again, Your Honor. He's answered it
four tinmes now.

THE COURT: Overruled. He can answer, if he
has an answer.

A From nmy understandi ng of the stal ki ng horse
process -- am|l -- fromny understanding of the stalking
horse process, it is not a requirenment that it be bid out as
a formal bidding process if a credible stalking horse bidder
makes a credible bid. And we felt there were enough
questions with the Eton bid that they were not as prepared.
W had a fully vetted, fully vetted offer with Sentynl nonths
and nmonths, four to six months worth of work. It was a nuch
nore, | would say, straight path forward with them Less
risky path forward as a stal ki ng horse bid.

Q I"d like to focus your attention today on the cash
collateral -- the use of cash collateral that you have
requested in the interimperiod. W're talking about the
next four weeks, correct?

A Uh- huh.

Q Okay. If we take a |l ook at your cash collatera

budget for the next four weeks, we seen an entry for $688, 000
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for R&D post-narketing disbursements. Do you see -- you're
aware of that?

A I am

Q Wat are those?

A I think a large fraction of that $680, 000 figure
you nmentioned is the virology work that's ongoi ng and
continuing to support the approval of the Lonafarnib asset
for HDV. So disruption of that activity | think would be
very harnful to the HDV program And those are sanples
that -- they're the only sanples that exist to do that
testing. So disruption of that, or trying to retrieve them
and ship themlater is highly risky and coul d danage the
val ue of the HDV program So that's why we included that.
The majority of that 680,000 is a $550, 000 expense for the
virol ogy --

Q You're going to have to -- | need you to help ne
under stand t hat .

A Ckay. Sure.

Q I's this noney, the $688,000, is that -- to whom
will that noney be paid?

A So there was sonme other -- there's sone other funds
in that (indecipherable word) Virology testing that | just
mentioned to you, which is a lab that is doing the testing
for us.

Q That 688, 000 --
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A The 550, 000 of that figure that you nentioned.

Q Okay. 551,000 will be paid to a | ab?

A It's the work that's being conducted on the
virol ogy testing and the genotyping for the --

Q Ckay. Is that for work that's already been done or
future work?

A I don't have all the -- | don't have the budget in
front of me, soI'm-- | don't want to give you answers for
sonmething that isn't going to be accurate.

Q Vell --

A A&M has been working with us to work these budgets
with my team They spent weeks of reviewi ng all of these
with ny team So I'mreluctant to give specific answers to
line items in the budget just for, you know, the sake of
bei ng accurate. But | told you the nmgjor portion of that
688,000 is the virology and the genotyping testing that

supports the HDV program

Q But you can't tell ne whether that's for work
that's al ready been done or work that will be done?
A | believe that's for work that's going to be done.

Q But you don't know?

A I"'mfairly confident of that.

Q But you don't know?

A Vell, | don't have the ledger in front of nme, so

I'mtrying to be responsi ble and not give you answers that
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are inaccurate.
Q And when will that work be done? You said it's
going to -- if it's in the future, when will it be done?

A I don't -- | don't have the answer to how quickly
that can be conpleted. But it's intended to support a filing
with the FDA by the end of the year. So that's a critica
time line for the HDV program

Q Is there a contract that supports this nunber,

551,000 to a virology -- to a |lab?

A. I"'msure there's a contract for that.
Q Do you know if there's a contract?
A There's a contract.

Q And what are the paynent ternms for that work under
that contract?

A I don't have those details right now.

Q So do you know whether you're actually required to
make any paynent to that lab in the next four weeks?

A I can't speak to the exact timng of the paynent.

Q Now you singled out the 551 as opposed to the 137
that nakes up that 688 in R&Ds. What is the 137 for?

A I don't know the exact application of that figure
to what specific activity. | just know the genera
activities that we authorized as part of the process, which
were key study activities that support Zokinvy. Those are

categorized as R&D, but it's kind of a misnoner because
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they're really post-nmarketing approval conmitnents that we
have to do. | can't itemby itemgive you the subtotals for

those different expenses as | sit here.

Q Well, do you know if that's for past work or future
wor k?

A I can't answer that question. 1 don't know.

Q If it's for future work, do you know when the

paynment will conme due?
A I don't know.
Q So you don't know whether it conmes due in the next

four weeks or not?

A I"mnot certain

Q I think you testified earlier about it's inportant
to pay vendors. | think you mentioned that, right, your
vendor ?

What is in your proposed budget for the paynment of
vendors over the next four weeks?
A I don't have the answers to that one in detail
MR, CURTIN.  Your Honor, I'msorry. But just
a general objection. Counsel really expects Dr. Apelian to
know every single nunmber in the budget and kind of, oh,
gotcha, you don't know what that nunber is. | nean, it's
getting a big absurd.
MR, JONES: Your Honor, we objected to three

specific nunbers. And I'mtrying to get to the bottom of
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t hose nunbers.

THE COURT: Ckay.

MR, JONES: Not every number. There aren't
many nunbers in the budget, Your Honor.

THE COURT: Okay. Well, let's keep in mind, |
think I heard M. Rundell is going to testify about the
budget, correct?

MR, CURTIN:. That's exactly right, Your Honor.
And by the way, | responded to his enmail when he asked for
this a couple of days ago. So he does know.

THE COURT: GCkay. So if he knows, he knows.

If he doesn't, just nobve on. Maybe M. Rundell w Il have the
answers.

MR JONES: | don't -- | understand, Your
Honor .

THE COURT: Ckay.
MR JONES: | just want to know if he knows
about the 137. That's all | asked.

Q You al so have in your budget for the next four
weeks commerci al i zati on di sbursenments for Zokinvy. Can you
tell ne what those are?

A I can't explicitly answer that. W worked with A&M
on the budget plan, on the cash collateral plan. That teans
is -- worked with ny teamover the | ast several weeks. |

don't have command of every line itemon the budget, Your
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Honor. |'msorry.

Q You have a category in that budget of a 1,074, 000
of other. Do you know what that is?

A | believe -- | believe M. Rundell is going to
address that.

Q But you don't know?

A | don't recall right now what that exactly is for.
At the behest of the |lender, we brought in A&GMto help us --
assist us with these preparations of the cash collaterals and
vari ous aspects of this proceeding. W did that at the
| ender request to get a forbearance, the initial forbearance.
W did that. W' ve been working closely with A&M for the
| ast several weeks to get these nunbers in order. And we're
relying on their expertise to be able to answer some of these
nore detail ed questions.

Q Well, did you consult with themon what they
included in the proposed interimcash collateral budget?

A We had many neetings with them ny team nenbers and
nyself with their teamover the |last several weeks. |[|'ve net
with themat |east half a dozen times to discuss various
aspects of this proposal.

Q Wul d they have relied on you in order to tell them
about the necessity of continuing of R&D, or would they have
al ready known that?

A They woul d have spoken to nme and ot her experts on
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ny team ny manufacturing expert. W have ot her nenbers of
the teamthat knew the progranms at an intimate |evel to know
which of the activities would be -- put the programat risk
if we had not continued to make certain conmitnments or
advance certain parts of the program So it wasn't solely
based on nmy input. | was involved in those discussions, but
ny other team of experts were assisting A& on this whol e
pr ocess.
MR, JONES: No further questions, Your Honor.
THE COURT: All right. Any other cross?
| think we have some nore cross.

MR, CURTIN:  Your Honor, before counse
proceeds, can we address their standing to raise this
objection in the first place? | believe this is counsel to
Eton who is not a party in interest to the case.

On the ECF docket it says that their objection was
filed by creditor Eton. W're not aware that they are a
creditor. They are a bidder. And we think the case lawis
pretty clear that a disgruntled bidder -- and we don't really
have that here because we're tal ki ng about a pre-petition, so
| think it's even a step renoved -- does not have standing to
object. So we would object to counsel questioning the
wi tness or the Court considering the objection

THE COURT: What is your response?

MR. NEWION:  Your Honor, |'maware that there
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is sonme case | aw about disgruntled bidders after an auction
and case | aw that suggests that there may not be standing in
that scenario. Also aware there's very little case |aw on
the i ssue that we have here ahead of a hearing on the bidding
procedures. |'maware, or |'ve been nade aware by ny
esteened | ocal counsel that there's at |east one case he's
aware of in this District where a Court has found a potentia
bi dder to have standing to object to bid protections. It's
called I CH Corporation. Unfortunately it is old enough that
it is only in paper formand so | was unable to pull that out
ahead of this hearing. But | think it's rational and |ogica
and consistent with kind of the trend that party in interest
is really coextensive with Article Il1 standing.

It's an unusual case for certain where a party is
prepared wi thout further diligence to require to execute an
APA and comes in to oppose a very narrow i ssue which is bid
protections that are being proposed in this circunstance.

But we have that just here. In fact, | have an executed copy
of the APAwith me fromEton. And so under these
circumstances, | do think that Eton has an interest in
protecting against the bid protections that have been
proposed here. And | propose to keep nmy exam nation narrowy
tailored to addressing that issue.

THE COURT: Okay. You acknow edge Eton is not

a creditor --
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MR, NEWION: Correct, yes.

THE COURT: -- with some sort of incorrect
| abel i ng or what ever?

MR. NEWION: Not a creditor.

THE COURT: Counsel, | don't think there is a
heck of a lot of case law on this. Certainly not controlling
case law. Did you have anything you wanted to say?

MR CURTIN. | do, if I could just briefly
respond, Your Honor.

THE COURT:  Uh- huh.

MR. CURTIN: The cases we rely upon are
Magnolia Venture Capital, Corp., versus Prudential Securities
which is a Fifth Grcuit case which holds that a party in
interest is a person whose pecuniary interest, which is
enphasi zed, are directly affected by the bankruptcy
proceedi ngs. And then our --

THE COURT: WAs that in the context of a
potentially conpeting bidder or just a nore general
proposi tion?

MR CURTIN. No. That was -- that was in
regard to a nmore general proposition. But there is other
case law and we'd cite the Tuesday Morning case that cites --
that says that a successful bidder, right, has a pecuniary
interest sufficient to give standing. Now, adnittedly we

don't have a Fifth Circuit case, but we do have a Second
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Circuit case which is In re Colony Hill Associates, which has
been foll owed around the country in nmy experience, that a
non- successful bidder would not |ikely have a pecuniary
interest to object to sale. And -- so, again, Your Honor,

t hi nk, you know, there's no case |aw on this exact scenario
because it's absurd. So if you -- if you take it to its

| ogi cal conclusion, right, if Courts have said that a

di sgruntl ed bidder in an actual court process doesn't have
standi ng, these are people that, you know -- and I'Il stop
for a second, because we want Eton -- we welcone Eton's
participation in this process, Your Honor. W want themto
be a bidder. And we will work with themto get themto the

point with PRF where we need themto be so that we can be

just as confident in themas we are in Sentynl. But right
now, we're just not. It's not their fault, but we're just
not .

And you' ve heard. You've seen the presentations. You
know what we're tal king about here. W have to go with a
stal ki ng horse that we have certainty with, or near
certainty, or nuch greater certainty that we do with Eton
that can get this thing over the finish line, particularly
with PRF. And, Your Honor, you haven't heard this yet but
it's super relevant, the Sentynl bid has been increased,
okay. So the econonics are now identi cal

THE COURT: Ckay. Well, | haven't heard that
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Okay.
| --
MR CURTIN. So, | nean, what we're talking
about is --
THE COURT: | respect both argunents. It's
not an easy call. | knew when | saw this objection cone in
at mdnight or 12:22 a.m, | knew | was going to hear this

argunent about standing. But I'mgoing to allowit, as |ong
as you keep it very brief. |It's not an easy call. But naybe
this goes to the integrity of the process. 1've read in the
pl eadings you're willing to nmake a 4 billion - excuse neg,
don't we all wish -- a 4 nmllion higher offer w thout breakup
fees or expenses. It just feels |like we ought to allow a

little bit of questioning here. But, you know, if you go on

nore than 5 or 10 minutes, I'mgoing to cut it off. Ckay.
MR NEWION: | won't go on |ong.
THE COURT: Counsel, |I'mgetting m xed up who

represents who.
MR, MORRIS: May | approach?
THE COURT: You may.
MR, MORRI'S: Your Honor, again, Joshua Mrris
from Sentynl, counsel for Sentynl.
Just for the record. Standing issues aside, we don't
really have a bid here. W nmay have a bid. W nmay have a

signed APA. Al we have is an objection. W don't have any
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evidence that that objection -- sorry. W don't have any
objection (sic) that this proposed bid is actually real or
not subject to sone contingencies. W're taking his word for
it, which, again, |'ve never net himuntil today. W're
going to take his word for it and allow himto ask questi ons,
that's fine. But | think in order to allow the process to be
efficient, we should perhaps allow the debtors' counsel to
provide the Court with the update that he just indicated that
our econoni cs have increased so that the questions of the CEO
are not, you know, what's the difference between the bids?
Because there's fewer differences now. And so perhaps that
woul d expedite and nake these proceedings a little shorter

THE COURT: (Okay. Again, | respect everyone's
position. It's not an easy slamdunk | egal call here. But
I'mgoing to allow 5 or 10 minutes. | nmean, as | think they
said in their pleadings, we're not a fly by night. W're
Eton, Eton, publicly traded conmpany. They've got very good
counsel. | feel like for the benefit of unsecured creditors
who don't have a Conmittee yet, may or nay not end up having
a Conmittee, we need to allowit.

MR MORRIS: O course.

THE COURT: So, again, please keep it short.

MR, NEWION. Yep. Thank you, Your Honor

MR NEWION:  Again, Janes Newton of Morrison &

Foerster on behal f of Eton Pharnmceutical s.
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CROSS- EXAM NATI ON

BY MR NEWION:

Q M. Apelian, you nmentioned a few m nutes ago
consi deration of diligence that had been undertaken by the
two potential bidders here in court today; Eton
Phar maceuti cal and Sentynl. And that that went into your
deci si on- maki ng process, when selecting Sentynl as the
st al ki ng hor se.

A It was part of it, yeah

Q Are you aware that Eton was involved in diligence
process prior to the bankruptcy case?

A I was. In fact | nmet with David Krenpa and
di scussed the potential for themto conme in. And one of the
things | explained to himwas that we felt that they needed
to do nore diligence, especially with PRF. W had a direct
conversation about that during the JPMorgan conference, we
had a neeting. And his opinion was that that could be dealt
with as a contingency after the deal was cl osed, or sonething
to that affect. And | said, well, | think that's a
m sunder st andi ng of the inmportance of PRF for this
transaction. That is not a contingency. It needs to be part
of the understanding of the relationship and how t he program
woul d have to advance. So that's the last tine | spoke to
hi m about that particular topic. And we had, | think

anot her conversation after that, but it wasn't about the
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material terns of a deal

Q Okay. And are you aware that Eton's offer from
| ast Friday did not contain any sort of diligence
requi renents?

A I understood that.

Q W' ve al so heard a fair anpunt about consents that

may be needed here. And those include, | believe, PRF and
likely Merck, as well, who we haven't heard nmuch about j ust
yet. Is that your understandi ng?

A | understand that this is an issue of discussion

I"mnot an expert on this topic, especially in this setting.
So I"'mnot going to offer my opinion on it.

Q Ckay. But is it your understanding that there are
consents that are required in connection with a sale, or are
you saying you're not --

MR CURTIN: (bjection; asked and answer ed.
THE COURT: Sust ai ned.

Q Ckay. Are you aware of whether PRF has provided a
formal consent to Sentynl becomi ng the purchaser here?

A "' munaware of a formal consent.

Q Okay. And are you aware that -- whether PRF will
need to execute docunments in connection with the closing of a
sal e here?

A I"mnot aware of that |evel of detail of the

transacti on.
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Q Okay.
A So | can't provide you an answer.
Q Okay. |Is that sonething that your investnent

banker woul d typically be involved with your |awers on?

A I would inmagine my counsel and the Bank that we
brought in to handl e these transacti ons woul d be involved in
that, yes.

Q Ckay. And so the need for diligence with PRF was
sol ely based on diligence that you believe Eton should be
undert aki ng as opposed to obtaining any sort of consents?

A It was -- ny conversation with David Krenpa, |ike
sai d, during JPMorgan was nore of my business judgment. That
it was an inportant part of the diligence that they did not
appreci ate an aspect of the programthat they were naking a
bid on. And it was an inportant aspect of the program And
it was -- that was -- it was just nore of a business judgnent
under st andi ng the asset, understanding how it would be
managed. It wasn't about contractual obligations or the
details of closing a deal. It was really about hel ping him
appreciate that that was an inportant part of the transaction
that he had not yet understood. It was purely a business
di scussi on.

Q Ckay. And so it is fair to say that since you are
not 100 percent certain whether consent fromPRF will be

required in connection with closing of a sale, that that
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didn't factor into your consideration of whether the Eton bid
or the Sentynl bid was better?
A | honestly -- | honestly don't have an opinion

about what the consent requirenments are in this setting in a

Chapter 11 proceeding or process. | can't answer your
questi on.
Q Ckay.
MR. NEWION: That's all | have for
M. Apelian.

THE COURT: (Okay. Pass the witness.
Any ot her cross?
Redi rect ?
MR, CURTIN:. Thank you. Very briefly, Your
Honor .

REDI RECT EXAM NATI ON

BY MR. CURTI N

Q Dr. Apelian, let's start with -- let's start with
PRF. Is it fair to say that Sentynl is significantly further
along in conversations with PRF than is -- that Eton is?

A That's correct.

Q And is it fair to say that you view in your
busi ness judgnment as the CEO of Eiger and soneone that's been
around Eiger since the beginning that PRF is a critica
partner, putting aside consent right -- the consent right

questions, a critical partner going forward for Eiger?
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A Absol utel y, vyes.

Q And is that for all of the reasons that you gave in
your testinony earlier, as well as that were included in the
presentation by PRF s counsel ?

A That's correct.

Q I want to talk about -- you got sone questions from
M. Jones about a certain point were |Innovatus was no | onger
included in the process. Wen did it becone clear to you
that I nnovatus was conmuni cating with one of the bidders?

MR, JONES: nvjection; |eading.

Q Didit ever --

MR CURTIN. I'Il rephrase.
THE COURT: Sustained. Rephrase.
MR CURTIN:. |'ll rephrase.

Q Did it ever become clear to you that Innovatus was
comuni cating with one of the bidders?

A Yes. | nean, we had conversations with David
Krenmpa and Cl aes Ekstrom from I nnovat us where they
acknow edged tal king to each other. WAas an occurrence where
Et on was about to withdraw their bid, but | got a call from
Claes fromlnnovatus literally nonents before they withdrew
their bid saying, did you know that Eton was going to
wi thdraw their bid? And | said, no. |'mnot sure why you're
telling me. So there seens to be a |evel of comunication

bet ween I nnovatus that David Krenpa acknow edged to us when
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we spoke to himafter that call, about a week later. So we
know t hat there's been conmuni cati on between Eton and
I nnovatus. And they haven't denied it, either party. So
do think it's unusual. | told David Krenpa that | felt it
was unusual that those conversations were happening with our
lender in relation to the deal. | don't know what their
notive was for doing that. But it was noted and it wasn't
deni ed by either party.

Q Ckay. You heard nme --

MR, CURTIN.  Apol ogi ze because that was a bit
out of turn. | got alittle carried away on the standing
obj ecti on, Your Honor.

Q But you heard -- well, let ne say it this way.
Over the last 48 hours, really over the last 12 hours, has
the Sentynl offer, stalking horse offer changed in terns of
t he economni cs?

A My understanding is that they've increased their
offer to 30 mllion

Q And is your understanding al so that they've
increased the floor from20 to 26 nmillion?

A That's ny under st andi ng.

Q Is it also your understanding that they've
decreased the step-down post April 24th from 214,000 to
100, 000?

A That's my under st andi ng.
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Q And is it your understanding that with those
changes, the econonics, putting aside bid protection, that
t he econom cs of those two deals are exactly the sane at this
poi nt ?

A That's ny under st andi ng.

Q And is it your understanding that Sentynl has al so
decreased the bid protections that they're requiring froman
aggregate of 5.3 percent, which included a 3 percent breakup
fee and a $600, 000 expense rei nbursenent, to an aggregate
breakup -- aggregate bid protection, including bid --

i ncl udi ng breakup fee and expense rei nbursenent of 3 percent?

A That's mny under st andi ng.

Q And based upon the -- everything you've testified
so far regarding how far long Eton -- | apol ogize -- how far
along Sentynl is with PRF and the critical nature of the PRF
relationship, is it your view in your business judgment wth
all of your years experience at Eiger that the correct course
of action in this case is for Sentynl to be the stalking
horse so that there is a certainty, a greater certainty of a
closing of this transaction for all of the reasons that you
descri bed?

A That is ny opinion

MR, CURTIN:. Nothing further, Your Honor
THE COURT: All right. Any recross only on

that redirect?
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MR JONES: Only on the redirect.
THE COURT: Ckay.
RECROSS- EXAM NATI ON

BY MR. JONES

Q M. Apelian, why did it concern you that |nnovatus
encouraged Eton to make a conpeting stal king horse bid?

A It didn't concern nme. | didn't say that. It
didn't concern nme that they were encouraging themto nmake a
conpeting bid.

Q So the comunication |ast Thursday and Friday, why
did that concern you, the comunication between | nnovatus and
Et on?

A I"'mnot referring to that. | was referring to a
much earlier conmunication --

Q Ckay.

A -- nmonths earlier where they seened to be talking
to each other about a prior diligence that Eton was
performng during the earlier phase of our diligence process
for this asset. It wasn't what happened | ast week.

Q Ckay. Did you have any concern about the

conmuni cations that | nnovatus had with Eton at the end of

| ast week?
A I would just say it struck nme as simlarly odd that
they were in comunication. But it didn't concern ne. It

was the pattern | had seen before.
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Q You think it odd that they were trying to encourage
soneone to submit a higher offer?
A No.

MR, JONES: No further questions.

THE COURT: Al right. Any recross on the
redirect?

Al right. Thank you, Doctor, you're excused.

THE W TNESS: Thank you.

THE COURT: Al right. Next wtness.

MR CALI FANO Yes, Your Honor. | would Iike
to call M. Paul Rundell

THE COURT: Al right. M. Rundell, welcone
back to our courtroom |It's been a few years.

Pl ease rai se your right hand.
(The witness was sworn by the Court.)

MR, CALIFANG | was surprised that you
recogni zed M. Rundell, because he's got a sharp new haircut
now.

THE COURT: Ch, | don't know about that. Any
way, we're always glad to see old famliar faces.

THE W TNESS: Thank you.

THE COURT: | didn't nmean old. You know what
I nean.

MR CALI FANO Thank you, Your Honor

(no omi ssion)
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PAUL RUNDELL
The witness, having been duly sworn to tell the truth,

testified on his oath as fol |l ows:

DI RECT EXAM NATI ON

BY MR CALI FANO

Q M. Rundell, where are you enpl oyed?

A I''m managi ng director with Alvarez & Marsal.

Q Ckay. And what is Alvarez & Marsal's role with the
debt ors?

A Fi nanci al advi sor to the debtors.

Q Ckay. And what does Alvarez & Marsal do in the
capacity as financial advisor?

A We work with conpanies that are typically under
performng. And we | ook at options on how to mexi n ze val ue.
Otentimes in the group that I work in, sometimes we do have
to go through Chapter 11 in order to get -- in order to

maxi nm ze that val ue.

Q Ckay. And what is your current position at A&W

A I'"ma nmanagi ng director.

Q Okay. And do you have experience in restructuring?

A I do. | -- 1 run the healthcare restructuring
practice for Alvarez. |'ve been -- | only work with, for the

nost part, healthcare conpanies for the last 20 years. And |
do about anywhere between six to a dozen healthcare providers

a year. Some of themare out of court, but sone do go in
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court.

Q Okay. So do you have experience in Chapter 11
cases?

A | do.

Q Approxi mately how nany?

A Definitely over 20, probably over 30 over ny career
' ve worked on.

Q Ckay. And have you ever testified in a Chapter 11
case before?

A | have.

Q And as part of your role as Alvarez & Marsal, do
you exam ne conpany's liquidity and cash forecasting?

A Yes. In pretty nmuch every engagenent we have

Q Ckay. And have you -- do you understand what a
cash col |l ateral budget is?

A | do.

Q Ckay. And how many tinmes have you been involved in
the creation of a cash collateral budget?

A Pretty much every one of our clients that do file,
we -- we have to create a cash collateral budget.

Q Okay. So that's some 20 to 30 tines?

A At least. | nmean, alnost every engagenment has
(i naudi bl e word) cash flow. [|'ve probably | ooked at hundreds
of cash flows over ny career

Q Okay. Now, are you fanmiliar with the debtors
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proposed cash coll ateral budget?

A I am

Q Ckay. And what was your involvenment in the
creation of that budget?

A It was created under nmy -- with people that work
for me under my supervision.

Q Okay. And the debtor created both a 4-week interim
budget and a 13-week budget, correct?

A Yes.

Q Okay. Even though we're only seeking approval of
the interimbudget, why was the 13-week budget inportant?

A In all cases, especially in healthcare, it's
i mportant that we show all stakehol ders that we have the
wherewi thal to go through the process. It's inportant that,
you know, in this case we're selling, you know, potentially
up to four different drugs. Those drugs involve patients,
peopl e around the world. They have to be able to see that we
have the wherewithal to nmake it to the end of the process.
So it's really nmore of an illustrative right now so that
peopl e can see that we're not going to go out of business.
We're actually going to be able to sell these and continue
and hopefully transition properly the drugs.

Q Ckay. Thank you

MR. CALI FANO And, Your Honor, this is

Exhi bit 5 at docket nunber 43.
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THE COURT: Ckay.

MR, CALI FANG Wuld you like a separate copy?
THE COURT: |'ve got it

MR, CALI FANO. Ckay. Thank you

Q And, M. Rundell, is that the budget that you just
testified to?

A Yes.

Q Ckay. So how nuch cash does the debtor currently
have on hand?

A Alittle under 10 nillion

Q Okay. Prior to the filing, did that cash on hand
reduce by approximately $5 nillion?

A It did.

Q And what was that attributable to?

A The D&O that was paid. KERP that was paid. And
sone retai ners.

Q To the professionals; is that correct?

A That is correct.

Q How di d you determ ne what the appropriate expenses
were for the interimperiod?

A Wien we do these, we first start with run rates for
the revenue and the receipts. 1In this case we go custoner by
customer. On the disbursenent we do the sane. W first
start with run rates and then fromthere -- especially

because there was conversations, despite what | heard
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earlier, between people that work in ny firmand the | enders
regardi ng this budget |ast week where we tal ked about

di sbursements. As a matter of fact, we tal ked about

di sbursements that went down to $300. So in those
conversations we took the disbursements to the vendor |evel

| nean, in many cases we have -- each of these line itens
have vendor specific details.

Q So you did discuss the budget with Innovatus; is
that correct?

A Yes.

Q Ckay. And as a result of those conversations was
t he budget increased or decreased?

A It was decreased. About $3 mllion was pushed off
frominportant vendors. Those di sbursenments have to get
paid. But we agreed that sonme of those disbursenents could
wai t beyond the 30-day period. So it did decrease.

Q Ckay. Now, if you look at the budget -- and we
heard M. Jones before. He tal ked about specific itens.

Now, there's an itemthat is Zokinvy commercialization
di sbursements. What does that relate to?

A It relates to the storage, the shipping, the
| abeling, the distributions for that drug, which is our only
revenue generating drug.

Q Okay. So that is necessary costs -- let ne strike

t hat.
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Are those necessary costs to deliver the drugs to the
400 patients we've heard about before?

A Yes.

Q Ckay. Now R&D post-marketing di sbursenents. Are
you famliar with that line itenf?

A Yes.

Q Ckay. And what does that line itemrelate to?

A That relates to we -- as you heard earlier, there's
several other drugs that are going through testing phases.
And when they do that, they incur costs. Those costs -- and
| heard earlier questions, those are nostly costs that have
been incurred. But we have to pay themto continue the
regul atory process. Wthout that, if we try to sell the
drug, it will set us back years and the value will be
lowered. So those are costs that have been incurred and we
do have to pay those. Unless -- if we don't, we'll fal
behind froma regul atory standpoint.

Q Ckay. Now the itemfor other, can you explain
t hat ?

A Yes. That's -- about -- about 1.1 million of that
is Medicaid taxes, so those are fromvarious states. W have
to pay that.

Q Ckay. And the contingency item can you explain
t hat ?

A Absolutely. Not all of our vendors -- |ike nost
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debt or-i n- possessi ons, we have a |ot of vendors that do not
have contracts. So we have to be able to pay vendors that
demand cash in advance. And it happens in every case.
There's literally -- because we did this vendor-by-vendor
there literally has to be sone anount of noney for vendors
that don't have contracts that require cash in advance
paynents before they ship. And we cannot fall behind. It
wi |l inmpact our drugs and our value. Like we talked about,
we're trying to sell these things. |If we have any disruption
in our supply chain, it's a real big issue to our patients,
as well as to val ue.

Q Ckay. Do you believe that 100,000 a week is a
reasonabl e anpbunt for those contingencies?

A Yes.

Q Okay. Now, during the four-week period that this
budget covers, does the cash go up or go down?

A It goes up.

Q Ckay. Now, are you aware that the | ender objected
and stated that the order should provide that for the interim
period there be no ability -- there be no variance fromthe

budgeted items? Are you aware of that?

A I am awar e.

Q Ckay. Is that customary?

A I've never seen it in any case.
Q Okay.
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A Think about this. |f we have one deviation
Thi ngs happen in Chapter 11, always. W can't possibly
forecast the next 30 days perfectly under any scenario. Any
deviation could dramatically inmpact enterprise val ue.

Q Ckay. Did you discuss this budget with menbers of
managemnent ?

A Yes.

Q Ckay. And do you believe that they exercise
reasonabl e busi ness judgnent in connection with this budget?

A | do.

Q kay. I'msorry. Did | ask you in the budget does
t he cash on hand goes up or down during this period?

A You did. And it does go up

Q Ckay. Now, you say that you involved the I ender in
t he budgeting process. Can you relate that call to the
Court?

A Yeah. | nean, | gave a synopsis previously. So
people that work for me went line itemby line item There's
lots of questions. | nentioned, it went down to $300 i ssues.
There was definitely dialogue. And the result was a good
thing. There was -- for the |l ender there was a push off of 3
mllion. We'Ill have to spend it. But in that four weeks,

di sbursenments went down, which is always a good thing. But
there -- I"'ma little perplexed about there's no

communi cation, no basically transparency. There's been --
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I've been on several phone calls with the |lender. And we
tal k about -- every tinme there's a question, we give them an
answer. So | was a little confused by that.

Q Ckay. And is it customary in the sone odd 30 cash
collateral orders that you' ve dealt with, that a | ender would
go to that | evel of detail to $300, as you said?

A No. No.

Q Ckay. Now, are you familiar with the -- generally

famliar with the Zokinvy sal e process?

A Yes.
Q Okay. Why wasn't it able to be consunmated out of
court?

A The | ender had a right to consent that they would
not provide. | was on multiple calls. W had, to be candid,
sone heated conversations. Utinmately they were willing to
consent, but it was too late. The stal king horse got
frustrated, rightfully so, that we couldn't get the lender to
consent. And that basically left us no choice but to go --
to file so that we can get that sal e done.

Q Okay. Now, this budget, does it take into account
fundi ng anpbunts that are anticipated under the various first
day notions?

A Yes.

Q Okay. So the ampunts requested in the first day

notions are not duplicative of the amount -- I'msorry. The
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anmount in addition to the amount asked for under the cash
collateral budget; is that correct?

A That's correct.

Q Ckay. What woul d be the inpact on the debtors if
they were unable to use cash collateral ?

A Oh, | nean, | don't -- | think you woul d have a
different type of liquidation. | think you would have
negative val ue.

Q Al right. Wuld they be able to deliver their
drug?

A No. | think -- | think there would be people that
woul d potentially die. And | think it would be a disaster
i f you asked.

Q Ckay. Now, are you famliar -- you're famliar, we
just asked you, with the asset sale process. Do you think
that conducting the asset sale process in Chapter 11 wll
i ncrease the realizable value of the estate?

MR JONES: bjection, Your Honor --
A Yes.
MR JONES: -- lack of foundation
THE COURT: Lack of foundation?
MR JONES: What's the basis for himto
testify? |Is he an expert on value? |s he an expert on
drugs? What's the basis for himto testify about the val ue?

THE COURT: Do you want to take himon voir
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dire?

MR JONES: Pardon?

THE COURT: Wbyuld you like to take himon voir
dire on that?

MR JONES: Well, | think it's up to counsel
to -- if he's going to ask himfor his opinion about val ue,
he needs to lay sone foundation.

MR CALI FANO No. What | asked, Your Honor,
does he think the process will increase the realizable value?
And | asked himif he was famliar with the process. And I
can go into his experience in bankruptcy sales, about a dozen
of which are in front of Your Honor. But we can do that, if
necessary. But it was just to be whether he thought that the
process that the debtors are going forward with will increase
the realizable value to creditors.

THE COURT: Okay. | just have one question.

How many weeks have you been in there hel ping the
debt or ?

THE WTNESS: A couple of nmonths. And | was

on sonme calls related to the process with the | ender too.

THE COURT: Okay. | overrule the objection.
He can answer.
A So |l amfamliar with it. As a matter of fact, we
had a very interesting heated call, one-way heated, not ne

heated with the | ender where we had this argunent that
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basically they said | don't know what |'m doi ng because
there's no way value will go up in a bankruptcy. And that,
you know, it's a different -- this industry is different than
what |'mused to. So we had a very |ong, debated
conversation where | basically said, there are a | ot of
buyers that show up in bankruptcy that sonetines don't
otherwise. And in nmy experience value oftentines, not
al ways, but is -- goes up. And to be candid, and |I'mnot one
to say I'mright, but it's already happened. W' ve already
gone up $4 nmillion. And we haven't even started the auction

Q And how does that 4 million relate to the expected
cost of this case?

A The entire increase that -- we were going to do
this out of court for 26 mllion. W've already gone up 4
mllion. The entire cost of this case to run this through a
bankruptcy is less than that. So we've already net adding
value to the estate, fromthat standpoint.

MR, CALI FANO. Thank you, Your Honor. No
further questions.
THE COURT: Al right. Cross?

CROSS- EXAM NATI ON

BY MR JONES:
Q M. Califano asked you about you think the sale
process inside Chapter 11 will result in an increase in value

for the asset. |Is that a fair statement of the question?
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A | think so.
Q Okay. Are you referring to the sale procedures
with respect to Zokinvy or sale procedures with respect to
the remaini ng assets?
A I was referring to Zokinvy.
Q Okay. Do you have any opini on about whether the
sal e procedures will result in a higher value for the sale of

the renmaini ng assets?

A I think it -- | think in ny experience, | think it
will.

Q But just based on your general experience.

A Based on ny experience, | think it will.

Q Ckay. And could you tell the Court why there is a
compel ling reason to -- for the Court to have to approve

those procedures for the non-Zokinvy assets today?

A | think it's helpful. | think we're getting a | ot
of calls and people want to understand where we're going.
And to lay that out upfront is always helpful in this
process, in ny opinion.

Q Vel l, nmy question was whether is it conpelling that
we do this today as opposed to doing it two weeks from now?

A Yeah, | just answered that. | think the sooner you
doit, it's helpful. The better -- the sooner you do it, it
gets the bidders to understand what the rules are, nore

peopl e conme to the table. So, yes, | think the sooner you do
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it, the better it is.

Q You think two weeks nakes a difference?

A I think every day mekes a difference.

Q Ckay. Are -- the budget that was presented for the
four-week period -- hold that for a second.

The cash that's now less than 10 million and only a few
weeks ago it was 15 nmillion, would you tell us the conmponents
of the decrease in that cash?

A Yeah. | think | testified there was the D&, there

was a KERP, and there was retainers.

Q Okay. How much was the D&O?

A It was a little over 3 mllion.

Q Was that a renewal ?

A It -- yes, it was a renewal and a tail.

Q Okay. So you bought sone new i nsurance. Eiger

bought sonme new i nsurance in formof a tail?

A No, it's renewal and a tail.

Q Ckay. Was there any increase in the anmount of the
i nsurance?

A I think -- insurance goes up every year,

unfortunately. So there probably was an increase.
Q Do you know how rmuch that increase was?
A | don't.
Q How much was the KERP?
A

| don't have the details in front of ne. It was
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the bal ance of the, like 333 minus the 5 mllion, so it was
about 1 -- the KERP and the retainers were about 1.7 mllion
The KERP's about 1.3, | believe, or sonmething -- sonething

like that. Alittle over a nmillion

Coul d you provide us with the details of the KERP?
| don't have themon ne.

Okay. Could you tell us anything about the KERP?
Sure. Wat would you like to know?

What can you tell us about the KERP?

> O >» O >

W -- at ny firmwe have an enpl oyee conpensation
group. So they study and anal yze what people nmake in these
type of situations. They specifically work in this
environment. Especially when a conpany like this is going
through basically selling off all of its assets, there are
certain people that are needed to be kept around. [If they
| eave, it could be detrinental to the value and the sale
process. The way we do that is through the use of a KERP by
incentivizing themto stick around until we no | onger need
t hem

Q Under st ood.

I know what the KERP is. Do you have any details about

t he ambunts awarded the particul ar enpl oyees?

A I don't have those details on ne.

Q And $400,000 in retainers; is that correct?

A | don't know the exact amobunt. | don't know the

Cl NDY SUMNER, CSR (214) 802-7196

Desc



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Case 24-80040-sgj11 Doc 108 Filed 04/08/24 Entered 04968/24 15:20:13
Main Document  Page 94 of 169

exact anount.

Q Wth respect to the budget, there's an entry for
R&D post - marketi ng di sbursenents; do you see that?

A | do.

Q $688, 000 during the first four weeks of the case?

A Yes.

Q Okay. Now, M. Apelian thought that those paynents
were for work that would be done in the future. But you're
telling us that that's for work that's already been done?

A Yes.

Q Ckay. And done by whon?

A By the vendors. There's a bunch of vendors that
have done the work.

Q And who are those vendors? Do you know?

A STAT's one of them They're the largest. The rest
I don't have off the top of ny head. But we have a list.

Q Ckay. And the work has already been perforned?

A It's been performed. But in order to get the
results and keeping through that regul atory process, they
have to be paid.

Q So in order to -- in order to get the results of
the work that's already been done, the debtor needs to pay
$688, 000 in the next four weeks; is that correct?

A Yes.

Q Okay. And what are the due dates with respect to
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the invoices for this work? Do you know?

A No.

Q Okay. Do you know whet her these invoices cone due
in the next four weeks or not?

A No. | think the due dates were -- have al ready
conme due.

Q Do you know?

A Yes.

Q Ckay. Did you personally review those invoices?
A No.

Q Okay. So how do you know they're already due?
A Because the people that work for me under ny

supervision reviewthem And they told ne it was due.

Q Ckay. So you know t hose are due?

A Yes.

Q The whol e $688, 0007?

A Yes.

Q Ckay. And what will be the consequence if that
amount is not paid in the next four weeks?

A | think it would interrupt the regulatory process
on sonme of our drugs.

Q So it will interrupt the process. Wat irreparable
harm woul d Ei ger suffer if it doesn't pay that $688, 000?

A | think it inmpacts the value of the drugs. It

woul d have significant harm
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Q And why do you think it inpacts the value of the
drugs? Wiat's the basis for that?

A It sets back the regul atory process years,
potentially.

Q How woul d the delay in receiving these records
delay the regulatory process potentially for years?

A (I ndeci pherabl e answer.)

Q Do you have any personal know edge of that?

A Just the people I've spoke to that do have the
know edge on these drugs, no.

Q Wio did you speak to?

A The peopl e on the managenent teamthat -- and the
vendors thensel ves of what they need and how they need it.

Q What vendors did you speak to?

A W spoke to STAT, that's one.

Q Okay. And tell us about that conversation?

A Well, since -- | didn't have it directly, someone
that work for me had it.

Q Oh, so you didn't have that conversation?

A No.

Q Tell ne, what is the basis for your conclusion that
the process woul d be del ayed for years. | just want to nake
sure | understand.

MR, CALI FANG  Obj ection, Your Honor. He

answered this question. He said it was from conversations
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wi th managenent. And we also had Dr. Apelian just testify
it's five years. So what is this, like a test to see what
Wi t nesses know everyt hi ng?

MR JONES: It's not a test.

MR, CALIFANO. This is just silly.

THE COURT: Ckay. | sustain the objection.

Q W see on the budget we see, other. Wy does it
not say Medicaid taxes, if that's what that's for?

A Well, it could say anything. But it's -- there's a
coupl e, about 10 or 20,000 of other. And there's Medicaid
taxes in there.

Q How much is the Medicaid taxes?

A About 1. -- | think it's 1.74.

Q And as currently presented, this could be anything,
right, it's just other?

A Ckay.

Q Is this were approved, is it not true Eiger could
spend it for anything, whether it's Medicaid taxes or not?

A ['mnot sure we would do that. | think we would
pay our taxes.

Q Agai n, but why did you choose not to say, a line
itemfor Medicaid taxes?

A It --

MR, CALI FANG  Your Honor, can we stipulate

that other nmeans Medicaid taxes and we can do that?
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MR JONES: That's what 1'd like to do.

THE COURT: Then stipul ate.

MR, CALI FANG And n the next budget ['11
wite Medicaid taxes?

THE COURT: Okay. There we go.

MR. CALIFANG And if | had gotten a phone
call, that would have been done and we woul d have saved sone
tinme.

THE COURT: Al right. Sounds like we are
good on that one. Let's nobve on.

Q Medi caid taxes. Well, why do those Medicaid taxes
have to be paid in the next four weeks?

A Because we can't afford to go sideways with the
st ates.

Q Just aski ng.

And what will happen to the debtor if they don't pay
the Medicaid taxes within the next four weeks? What bad will
happen?

A Well, lots of things. W could |ose -- we could be
prohibited fromselling drugs in certain states.

Q Do you know that, or is that a specul ation?

A Sir, I've been in healthcare for 20 years. 1've
been in the Departnment of Health lots of tinmes, Departnent of
Justice. Wen you don't pay Medicaid, or CM5, or anything ad

t hi ngs happen, including you can get the O G involved and
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other things. So, yeah, |I nean, | -- in ny experience for 20
years of doing healthcare, we pay our Medicaid taxes.

Q The contingency, is the contingency here linmted to
t he paynment of vendors who insist on COD for the Zokinvy
product ?

A I think it's based on any vendor that does not have
a contract. And we think it's critical whether it's Zokinvy
or any of their drugs, if we need to pay sonething to keep
the enterprise value, we want the ability to do that.

Q So does it include things other than vendors who
i nsi st on COD?

A It's contingency. W don't know what it's going to
be for.

Q And your cash collateral order includes a variance
of 120 percent already, correct?

A Yeah. That's ny -- yes.

Q So you need this contingency on top of the 20
percent variance?

A Yes.

Q And why?

A That's very customary. Actually, | don't recall a
case |'ve ever had where we don't plan for cash in advance.
And we don't get a variance. | don't recall a case in ny
entire career. |'mnot even actually aware of a case where

there's been a 0 percent variance.
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Q Do you recall a case where there's been a 10
percent variance?
A Sure. It could be 10.
Q And do you recall a case where it was 10 percent
wi t hout a contingency?
MR, CALI FANG Judge, are we going to
negoti ate the cash collateral order while he's on the stand?
THE COURT: If there's an objection there, I'm
happy to respond to that.
MR, CALI FANO. Sorry about that.
THE COURT: | think it's --
MR JONES: Just trying to determine. W're
goi ng to argue about what variance is appropriate. He just
testified 20 percent variance was conmon. | wanted to know

if a 10 percent variance is comon. Straightforward

questi on.

THE WTNESS: | don't believe | said 10
percent is common. | don't think that was your question
ei ther.

THE COURT: Ckay. Well, I'Il overrule the

objection. But | do hope you aren't going to prolong this

with negotiations. | nean, | think that's a fair point.
MR JONES: Not trying to, Your Honor. Just

trying to understand what's included here. Because if the

Court enters an order that says it approves, other, | don't
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know what that neans. |If the Court is going to enter an
order that says, contingency and that's intended to be to pay
vendors on COD, but it's not limted to that, it could be
anything. I'mjust trying to pin down exactly what purposes
they seek to use cash collateral for. That's all.
THE COURT: All right. Well, | think we're
al nost through every line item so --
MR JONES: W are, Your Honor. Thank you.
THE COURT:  Uh- huh
Oh, pass the witness?
MR JONES: Yes.
THE COURT: Ckay. Any other cross?
Ckay. | have two questions, M. Rundell, for you.
Maybe you renenber | tend to ask questions.
This may be the next witness' question | should ask.
It's M. Victor, right? But we've talked here and there
about the stalking -- proposed stal king horse's 214, 000 per
day price reduction if there's not a closing by April 24th,
whi ch now apparently has been negotiated down to 100, 000 per
day price reduction. So I'mnot entirely clear what the
basis is. | knowit has sonething to do with they'Il get --
they expect to get less revenue if they -- if the closing is
ext ended much.
But can you el aborate on that, or should that be a

Scott Victor question?
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THE WTNESS: | can try. Scott mght clean it
up if I ness it up.

But these drugs have effectively only so nmuch before
they lose the licensing ability. So every day they don't get
it, they lose revenue. So they want to fast close. Because
if the close happens 30 days fromnow, there's 30 days |ess
revenue. Because how long their license is is a finite
period of tine, right. It ends at a certain date. Does that
makes sense?

So the longer we have it, we get that revenue, they
don't. So they want to close as fast as possible.

THE COURT: Ckay. And then ny other question
I think I know the answer to. But the line itemthat you
wer e questioned about by M. Jones, the 688,000 for the
post - mar keti ng di sbursenents and R&D, that is included in
your critical vendor notion, right?

THE W TNESS: Yes.

THE COURT: O the 1.7 million of proposed
critical vendors, that is already included?

THE WTNESS: VYes, it was.

THE COURT: Ckay.

THE WTNESS: And there was a | ot of confusion
between the critical vendors and what's in the budget. But
there's an overlap, so the critical vendors are in this

budget .
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THE COURT: Okay. All right. Any redirect?
MR, CALI FANO: No, Your Honor.

THE COURT: Al right. Thank you,

M. Rundel | .
THE W TNESS: Thank you.
THE COURT: You ready for your next w tness?
MR CALI FANO Yes, Your Honor. The debtors
call J. Scott Victor.

THE COURT: Al right. M. Victor.
MR VICTOR  Good afternoon, Your Honor.

THE COURT: Good afternoon.

Pl ease rai se your right hand.

(The witness was sworn by the Court.)

SCOTT VI CTOR

The witness, having been duly sworn to tell the truth,

testified on his oath as fol |l ows:

DI RECT EXAM NATI ON

BY MR CURTI N:

Q

Good afternoon, M. Victor. Please state and spell

your full nane.

A

> O > O

J. Scott Victor, V-i-c-t-o-r.

And by whom are you currently enpl oyed?
SSG Capi tal Advi sors.

And what is your position there?

CEO of the hol di ng conpany and managi ng director of
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And how | ong have you been with SSG?
Since it was founded in 2001

And can you give the Court your educationa

backgr ound?

A

Sure. University of Pennsyl vani a undergrad.

Uni versity of Mam School of Law, |aw degree.

Q And can you give us your work experience prior to
j 0i ni ng SSG?
A Sure. Practicing bankruptcy attorney from 1983 to

2000. Becane an i nvestnent banker in 2000. And founded SSG

in 2001.
Q

Ckay. Just because |'m bad at math, how many tota

years does that give you working in the restructuring

i ndustry?
A
Q

your role

41.
And can you tal k about your responsibilities in

at SSG general -- generally and in this case

specifically?

A

Sure. M role at SSG generally is to originate

busi ness and | ead deals, many of which are in Chapter 11. M

role specifically on Eiger is the same. GCenerated the

engagenent, and |eading with ny partner Theresa Cole the

day-to-day activity of the engagenent.

Q

Have you through SSG marketed di stressed conpani es
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or their assets before?

A Every day.

Q About how nmany over the course of your career?

A Hundr eds.

Q Have you been involved in marketing and selling
assets in the context of a bankruptcy case?

A Hundr eds.

Q Have you been involved in marketing and selling
assets in the context of a bankruptcy case in the Northern
District of Texas?

A About ten, yes.

Q Okay. We're here today, one of the issues we're
here to tal k about are the bidding procedures for the sale of
what has been referred to as the Zokinvy assets and the
debtors' remaining assets. Are you famliar with those two
terns?

A Yes.

Q And have you been invol ved specifically with
mar keti ng and selling biopharnmaceutical assets in conpanies?

A Yes, many times.

Q Okay. Are you familiar -- let's talk first about
t he Zoki nvy assets.

A Uh- huh.

Q Are you famliar with the contenplated tineline for

the sal e of the Zokinvy assets under the bid procedures?
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A Yes, | am

Q And do you believe that that time frame is properly
structured to generate the highest val ue?

A It's fast. It's expedited, | would say. But given
the interest that occurred pre-petition and the unbelievabl e
response we've had in the last 48 hours, I'd say it's very
doable, yes. And just in the last 24 hours we've increased

the purchase price $4 nmillion.

Q Let's -- let's talk about that. W heard from
Dr. Apelian, but this is really -- that kind of just came out
of turn based on sonme cross questions. But the -- is it your

under standi ng that the Sentynl stal king horse price has
increased from26 million to 30 nmillion?

A That's correct.

Q And is it your further understanding that the per
di em reduction from April 24th on has been reduced from
$214,285.71 to $100, 000?

A Yes, correct. Al good.

Q And is it also your understanding that in the
Sentynl stal king horse bid the base price floor has increased
from20 million to 26 million?

A Yes, good.

Q You heard the Court ask about the reason for the
st ep- down reducti on when M. Rundell was on the stand and

M. Rundell rmentioned that you might be able to clean up his
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testinony, although I think he did a pretty good job.

What's your understandi ng of why both bidders, or both
t he stal king horse bidder and Eton as a potential bidder have
that step-down in their bid?

A Sure. Because there is -- because this is an FDA
fast-tracked, orphan drug approval, you get seven years of
exclusivity. And those seven years expire in 2027. So it's
not that the license expires. |It's not that the patent
expires. That already happened, the patent a long tinme ago.
But the exclusivity of the license will expire in 2027. And
it can be a generic drug then. So if sone other conpany
wants to go through the tinme and effort and work with the
Foundation to devel op another generic drug for Zokinvy, they
can.

Q And will -- as part of your role as investnent
banker, you work with potential bidders during the process;
is that right?

A Yes. Yes.

Q And is one of the things that you will do during
that process is assist potential bidders, including Eton, in
attenpting to get to the point with PRF where Sentynl already
is?

A Absolutely. W'Il do our best to facilitate
conversations beginning inmrediately with PRF

Q I want to ask about the breakup fee, is it your --
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or the bid protections, | should say nore generally. Is it
your understanding that the bid protections which, again, is
t he aggregate of the breakup fee and the expense

rei mbursenent, has been reduced under the Sentynl stalking
horse from approxi mately 5.3 percent to an aggregate of 3
percent ?

A Yes, all good.

Q And is 3 percent aggregate for bid protections
mar ket, above market, or bel ow market?

A In my view and experience, below market. But I'm
very happy with it.

Q That nmakes two of us.

You nentioned outreaches. You don't have to go through
every one, but can you please give the Court a sense of the
vol ume of outreaches that you've received with regard to
Zokinvy -- actually, do it all at once, just to save tineg,
with regard to Zokinvy and renmi ning assets in the short tine
this case has been in bankruptcy?

A Yes. Today's Wednesday, so this was filed on
Monday. | would say at |east a dozen, if not nore, inbound,
not just inbound, but we've actually had Zoomcalls with many
of them probably a dozen, in the past 48 hours. There's
several nore, have several nore schedul ed for tonorrow
These are both domestic and foreign potential buyers.

Everyone around the world is quite famliar wth Zokinvy and
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what it does for children with progeria. It's a revenue
produci ng drug, which is great, because many of the pharms
work on are not revenue producing. So there has been
trenendous i nbounds. W haven't even gone out bound yet
because we're waiting until after the first day hearing and
the bid procedures are approved for Zoki nvy before we go out
to market. But the inbound has been renarkabl e.

Wth respect to the other potential -- the other assets

whi ch are drugs in devel opnent, there's been several inbound

there, as well. And, again, we have not begun the outbound
on that.

Q So based on those, let's nove on to the remaining
assets and we'll finish up with those

So based on that outreach, but al so your judgment prior
to even receiving those outreach, do you believe that there
is potential value to the conpany in those non-Zokinvy
assets?

A Absolutely. And | personally believe and have told
the lender this, that that value only increased because of
the Chapter 11 filing.

Q And do you believe that getting the bid procedures
for those remnmi ning assets approved today so the process can
begin in earnest would increase that val ue?

A I don't know if it will increase the value, but it

will -- it will certainly present the bidders for these other
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assets with certainty, and when they have to bid, when they
get their diligence done. |If it was delayed a week or two,

it wouldn't kill me. But certainly having the certainty to
be able to tell the buyers for the other assets when bids are
due, what diligence period they' re going to have, that would
be hel pful.

Q So last question, M. Victor. Based on your --
your 40 years in the restructuring industry and having
successfully marketed and sol d assets for hundreds of
conpani es and scores of biopharnaceutical conpanies, do you
believe that the tinelines that are contenplated in the -- in
the debtors' sale of, I'Il start with the Zokinvy assets, is

reasonabl e and in the best interest of the estate?

A | do.
Q Sane question with regard to the renmining assets?
A | do.

Q And same question with regard to the sel ection of
Sentynl as the stalking horse to include the 3 percent
aggregate in bid reductions?

A | do.

MR, CURTIN:. Nothing further, Your Honor
Thank you.

THE COURT: Al right. Cross?

(no omi ssion)
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CROSS- EXAM NATI ON

BY MR. JONES:

Q M. Victor, when did you receive the nost recent
proposal from Sentynl ?

A From counsel this afternoon

Q Have you had an opportunity to comunicate with
Et on since you received that proposal ?

A No. | asked counsel if he spoke to Eton's counsel
who's here, prior to the start of the hearing and he said,
yes. Because | had prom sed to get back before the hearing.

Q Ckay. Do you know whether Eton is willing to
increase its offer or proposal with respect to its stal king
hor se bi d?

A | do not.

Q The procedures for the sale of the rensining
assets, you said -- is there a conpelling reason why we have
to decide that today?

A No. Like I said, it could be a week or two. But
if we had the dates, it's just easier and quicker to dea
with the other buyers. But it's not critical today.

MR. JONES: No further questions, Your Honor
THE COURT: Al right. Any other cross?

CROSS- EXAM NATI ON

BY MR NEWON:

Q CGood afternoon, M. Victor
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Good afternoon.

Nice to speak with you again.

> O >

Yes.

Q And thank you, you did convey the nessage to ne

before the hearing.
A Good.

Q So appreciate it.

Just, again, keeping this short and focused. Just
wanted to ask you a few questions, M. Victor. Are you
famliar with Eton fromprior to your involvenent here?

A You know, | don't know. | think -- | think we have
dealt with themin other life science transactions where
we' ve gone out to market. But none specifically that | can
recall.

Q Okay. And -- but since you've been invol ved here,
you' ve obviously become nore famliar with Eton?

A Yes. They've been a pleasure to deal with.

Q And are you aware that Eton focuses exclusively on
ultra-rare disease --

A Yes, orphan drugs.

Q Okay. And are you aware that they work with and
partner with patient populations like those -- like the
pati ent popul ati on for Zokinvy?

A Yes. They deal with orphan popul ations. Less than

200, 000, as the Doctor testified to previously. They don't
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spec -- they don't work specifically in pediatrics. But they
do work specifically in orphan drugs.

Q Ckay. Thank you.

And so just turning to the -- the bid procedures. |
think we just learned that -- you' re aware the debtors are
still proposing bid protections for Sentynl, correct?

A Yes. 3 percent all in for bid protections.

Q Ckay. And prior to today that was as $600, 000
expense rei nbursenment; is that correct?

A Plus a 3 percent breakup fee, yes. So about 5.3
percent all in.

Q And that breakup fee woul d have been about
$780,000, by ny math, on a $26 mllion purchase price. Does
that sound right to you?

A Good nat h.

Q So a total of about $1.38 million?

A Yes.

Q Ckay. And after the changes today, the cap is now
at 3 percent overall; is that right?

A 900, 000 based upon the current bid of 30 mllion
yes.

Q Ckay. So it's 900,000 on -- and that's cal cul ated
on the $30 million purchase price, right?

A Yes.

Q Okay. So any other bidder that comes in, assum ng
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that Sentynl is designated as the stal ki ng horse bidder, any
ot her bidder that comes in is going to need to clear that bid
pl us the breakup fees, plus --

A Plus an increnmental overbid.

Q Ckay.

A Wi ch is comon.

Q Yeah. |'mnot disnissing that it's conmon.

Ckay. And just wanted to focus quickly on sone
consents, as well. W've heard quite a bit about consents.

| asked Dr. Apelian about the consents. He wasn't entirely

sure. So I'll probably --
A Nei t her am |.
Q You're not sure either?
A " m not sure either.
Q Ckay.
A I know we're all aware and your client has the

agreenment that was entered into between the foundation and
the conpany, Eiger, pre-petition to settle the arbitration.
So that pretty well lays out what the agreenent is going
forward. But | cannot opine as counsel sitting here, or an
expert sitting here whether consent is required. | wll
| eave that to counsel.

Q Ckay. Are you aware of any agreenents that were
bei ng negoti ated or considered that either Merck or PRF woul d

execute in connection with the transacti on?
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A Wll, I"'maware that there is a -- a side letter
with Merck that approves the distinction between the
application of the Zokinvy drug and the simlar drug used for
an HDV application, which is good, because we're not selling
the HDV application. W heard counsel for the Foundation get
up here and address the Court that they're not there, but
they're almost there with respect to Sentynl. That's -- |
know as much as you do.

Q Unh- huh, okay.

And that Merck side letter, would that be an exhibit to
the --

A It is an exhibit as set forth in the APA. | do not
believe it was filed.

Q Ckay. And are you aware of any other exhibits to
t he APA that would involve PRF?

A There are -- there's sonmething that's referenced.
But, again, it was not filed of record.

Q Ckay. And are you -- have you seen copies of those

agreenment s?

A | have not.

Q Okay. Do you know if they've been drafted?

A | don't know.

Q Ckay. And do you know i f they've been executed?
A | don't know.

Q And so based on the representations earlier today
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and what you know, there are still sone open points with
respect to Sentynl obtaining consent for PRF?

A That's what | heard -- that's what | heard the

Foundation's counsel say. But | don't know.

Q Ckay.
MR. NEWION: No ot her questions, Your Honor.
THE COURT: All right. Any other cross?
Al right.
MR. CURTIN. One redirect, Your Honor?
THE COURT: One and | nmay have one or two
questi ons.
MR CURTIN. Wuld you like to go first, Your
Honor ?
THE COURT: Yeah, | think | would.
The 3 percent all in breakup fee now, so there's no

expense rei nbursenent conmponent now, it's just 3 percent --

THE WTNESS: It's all -- | don't know how
they split it up, but it's all conbined. 1It's no nore than 3
percent. | don't know howit's --

THE COURT: So no nore than 900, 000?
THE WTNESS: Correct.
THE COURT: However you want to slice and dice
t hat .
Al right. So if these are approved, a conpeting bid

woul d be how much? | mean, obviously a little bit nmore than
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30,900,000. | can't remenber what the overbid was.

THE WTNESS: | thought the overbid was
350,000. So it would be 900 plus the 350 as an increnenta
overbid, which is quite common.

THE COURT: Okay. | think I had one nore
questi on.

Ch, the deadline for the other assets, it was June

sonet hing, right, for bids?

THE WTNESS: | believe it was June 10th for
the bid deadline for the other assets.

THE COURT: COkay. Just a hypothetical. Wat
if you were to get bids for everything? You' ve already
t hought about that, | bet. So soneone cones in by Apri
15th, or whatever the bid deadline is for Zokinvy and they
say, we'll pay --

THE WTNESS: Billions.

THE COURT: ~-- billions, yes, let's use that
hypo. | guess at some point using your -- the debtors
busi ness judgnent you might consider that earlier --

THE W TNESS: We night.

THE COURT: -- than June whatever?

THE WTNESS: Yes. W have -- we have not
only considered that, but we've actually spoken with some of
t he buyers about that who have expressed interest in

everyt hi ng.
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THE COURT:  Uh- huh.

THE WTNESS: And they wanted to know, well,
can they bifurcate their bid for the Zokinvy assets, which is
on a fast track, and then bid for the others on a sl ower,
nore normal track? W said, sure. O if you have your
dili gence and you want to corme in for everything by the
expedited tineline, we're happy to consider it.

THE COURT: Okay. Al right.
Redi rect ?
MR, CURTIN. No thank you, Your Honor
THE COURT: Okay. Thank you. Appreciate your
testi nony.
Al right. So that's all of the debtors' witnesses?
MR, CALI FANOG. Yes, Your Honor
THE COURT: | didn't see witness and exhi bit
lists for anyone else, correct? No one else had an exhibit
or witness -- okay.
MR, CURTIN:. Your Honor, | apologize. W
actually, M. Califano and | both, as is -- are custom
negl ected to nove the declarations into evidence. So at this
time -- | knowit's alittle late, but we would nove the
declarations into evidence. | won't give the nornal speech
about them being available for cross --
THE COURT: Because they've already been --

MR. CURTIN. -- because they already did it.
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THE COURT: Al right. Well, any objections
to that?

MR JONES: No, Your Honor.

THE COURT: Okay. So all four of those
declarations are admtted into evidence.

MR CURTIN: Thank you, Your Honor.

THE COURT: Ckay.

MR, CALI FANO:  Your Honor --

THE COURT: |'mready for closing, if you are.
Are you ready?

MR, CALI FANG  Yes, Your Honor. And I
thought -- | don't know if Your Honor would like to deal with
the notions one at a tinme or --

THE COURT: Well, let -- let's at |east
hear -- okay. W did not have any objection, as you said, to
anything that didn't involve cash, right. So those are joint
adm ni stration --

MR CALI FANO Correct.

THE COURT: -- extension of time to file
schedul es, creditor matrix, | guess the NOL notion. W don't
have an --

MR, CALI FANO. W have no objection to the NOL
not i on.

THE COURT: (Okay. And designation of conplex
case. KCCretention, | presune there's not an objection to
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t hat ?

Okay. Well, how about we quickly get those out of the
way, if we can. Anyone have anything they wanted to say?
know, Ms. Young, at one point you said you m ght have
comments at sone point. Any coments about these?

MR CALIFANO Al right. Nothing

THE COURT: Nothing. Al right. Well, |
think that you have certainly shown good cause and reasonabl e
busi ness judgnment, you the debtor, on these various requests
So the cases -- there's five debtor cases, four are 100
percent subsidiaries of Eiger Biopharnmaceuticals, Inc.
right?

MR, CALI FANO.  Yes.

THE COURT: And so | think under 1015 there's
good cause to consolidate under the |ead parent, if you will.

And then with regard to the extension of schedules. |

think you wanted -- did you want 21 days? 15 days? Wat was
the -- 21 days. You wanted a 21-day extension and the U S.
Trustee was fine with that. GOkay. So |I think there's good
cause, given the size of this debtor. And everything else
| ooked very reasonable to ne. The creditor matrix you were
want i ng, anong other things, to seal the actual addresses of
the human being creditors. And on the NOL -- so | think
there's good cause to grant that. On the NOL thing, that was

just applying to anyone with over 5 percent?
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MR CALI FANO 5 percent, yes, Your Honor.

THE COURT: Ckay. So that's kind of standard
fare, | think, in a situation like this where there m ght be
val uable tax attributes lost, if there's trading such that
there's a change of ownership. So that is granted. The form
of notice you intend to send out on that | ooked reasonable.
KCC s retention, that's just kind of their standard --

MR, CALI FANG  Yes, Your Honor.

THE COURT: -- set --

MR, CALIFANO And we did -- we did get the
three bids and go through that process.

THE COURT: Ckay. Al right. So good cause
to grant that. They are well qualified. And, of course,
we' |l designate you as a conplex case, given the size of debt
and it's a public conpany.

Al right. So that brings us down to anything

i nvol ving cash, | guess.

Do we -- do we have any -- | don't know. Now that
you' ve heard the testinony, is the lender willing to, | don't
know, scal e back on the objection, or do you still stand firm

on your objection as filed?

MR, JONES: Wen you say objection to cash
collateral? |Is that what you're tal king about?

THE COURT: Well, yeah. Because | think al

of the other notions, other than the bid procedure notion
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are kind of connected to that, right? | don't know. Maybe
not .

MR. JONES: Not exactly.

THE COURT: Ckay.

MR, JONES: For exanple, if you take the
emergency notion for interim-- entry of interimand final
orders authorizing the paynent of customer prograns, they
actually -- it doesn't seek any interimrelief or specify
what is to be paid in any interimperiod of tinme.

THE COURT: Okay. | thought it m ght neke
sense to take this out of order and let you go first. But
maybe we'll let M. Califano go ahead and present. Maybe
he's going to have -- elinmnate any questions. | did
understand that a couple of these notions say, hey, we don't
know about anyone, you know, that's owed noney, but we're
just wanting authority in case we happen to discover.

Wasn't that the case on, for exanple --

MR CALI FANO  Yes, Your Honor.

THE COURT: -- taxes and insurance?

MR, CALI FANO  Yes, Your Honor.

THE COURT: Ckay.

MR, CALI FANO. | nean, these are very standard
notions --

THE COURT:  Uh- huh.

MR. CALIFANO -- in cases in this District.
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And, you know, we've used fornms of first day orders, and
that's why we're in agreement with the U S. Trustee, that are
st andard.

And, Your Honor, in this case -- this case, | would
say, and | think the testinony and our think our friends from
PRF put a big explanation point onit, this case is different
because it's nore inportant, it's nore inportant that we have
that flexibility. 1It's nore inportant that the debtor gets
to exercise its business judgnment. | nean, we have a cash
collateral budget that's stripped down as nuch as it can be
for the four-week period and that has had the input fromthe
lender. And if | knew that there was going to be an
all egation that we didn't share it with them we would
have -- M. Rundell would have the exhibits of all of the
ones that we shared. But, | nean, | didn't think it was

going to be an issue, but it is.

Your Honor, everything that's stripped down -- we
have -- we have unrebutted testinobny on each of our issues.
So, | nean, our wtnesses were questioned as to what they

knew. But there was no testinony, for exanple, that we don't
need to pay those anpbunts to keep Zoki nvy in the narket.
There was no testinony that we don't need to keep these
progranms going. There was no testinony that it's a good
thing to not pay Medicare and Medi caid taxes, right.

So as -- when we started this afternoon, | said this
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was all about whether the debtors' business judgnent is going
to be what rules this case, or are we going to let the

| ender, wi thout testinmony, asking a bunch of questions as if
they are the only stakehol der here, Your Honor. And they're
not the only stakehol der here. And they say that there's no
evidence that there is value over there -- over their clains.
That's nonsense. |It's nonsense, because we tal ked today
about two things that could clear the debt, right. And we
have it fromDr. Apelian's declaration the fact that the
stock has a positive trading. That indicates sone val ue.

So if you just look at 15 million -- the $30 nmillion
assumi ng the sale doesn't go any higher, right, and the $15
mllion potential fromthe Gates Foundation, you've got the
debt cleared. What they should be doing, they should be
sitting down, staying quiet, and thanking us for what we're
doing. Al right. Because they were pushing us to take a
$26 mllion sale. And now even before the auction, it's
increased to 40 million for just one asset. And we have a
process that is --

THE COURT: Has it gone up another 10 nillion
in the last few mnutes? You said 40 nmillion

MR, CALIFANO. I'msorry, 30. | just
anticipate it. 30 plus 15 is 45.

THE COURT: Sublimninal nmessages going out from

t he podi um
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MR CALI FANO But, Your Honor, and this is --
it's alnpst -- | nean, it's al nost perplexing, the situation
we're in here. kay. Because as | said when we got here,
we're comng in and we're saying, we're going to realize on
your collateral, but we're going to do it in a responsible
fashion. And we have professionals who' ve done this before.
And we have managenent that's saying they understand the
responsibility. So you don't -- and you don't have to take
our word for it. W' ve got a process that before it even
started, has shown that not only it's viable, in the 48 hours
since we filed now we started -- we're over -- we're at $30
mllion and we've got two hungry bidders, right. W also
have the unrebutted testinmony fromM. Victor that he is
getting calls that were unexpected.

So, Your Honor, what we need fromthis Court is the
protection to operate in the ordinary course in the
reasonabl e fashion that we've laid out to maximn ze the val ue
for all of the stakehol ders, including our unsecured, and
possi bly our sharehol ders. But at the sane time, we need to
be able to provide this drug, which we are the sole source
of. We need to maintain the viability of other drugs.

So M. Jones in his cross ignored the fact that
Dr. Apelian testified, if you stop this, okay, you |lose five
years. You stop the process, it doesn't pick up. |It's not

like a buyer can pick it up. |It's another five-year process,
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okay. Any buyer who's going to want -- who |ooks at this is
going to say, where are you nmintaining this, you know? It's
sort of like, you're selling a helicopter engine and they
want to say, do you nmintain the maintenance og? | nean
you want to nmeke sure that you' re doing things -- we are
doi ng reasonabl e things to maximn ze the value and we're
getting rocks thrown at us.

We have a | ender who asked for a zero percent variance.
A zero percent variance on a conpany that produces a
life-saving drug. | nean, it's not reasonable. |It's just

not reasonabl e.

Now, hopefully we'll have this Court's protection
Things will settle down. And they'll act rationally, okay.
But we've seen so many firsts. | have not seen a -- and

will tell you right now what | told Dr. Apelian is, we've got
to shut down the conversations with Innovatus, because
they're obviously talking to Eton while we're trying to run a
process, while we're trying to negotiate with Sentynl, and
get to the point where we're at a stal king horse bid.

So | called M. Jones -- | called M. Jones out on it
and he's like, yeah, we're doing it. So, yes, we're not
going to talk to themany nore. Just nmakes sense. Al
right. But if we can get this on a stable footing, then
we're going to do our job, okay. W're all here to do our

job. W're -- remenber, we're not here trying to prine their

Cl NDY SUMNER, CSR (214) 802-7196

Desc



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Case 24-80040-sgj11 Doc 108 Filed 04/08/24 Entered 0408/24 15:20:13
Main Document  Page 127 of 169

collateral. W're not trying to nake sone wacky, you know,
absolute priority rule exception claim all right. What
we're trying to do is what is the right thing here and where
is value maxi mi zed. And they're just trying to say, we want
to tell you howto do it. And that's not what -- that's why
peopl e cone to this court, Your Honor

So the board nakes the decisions here. Now, if we are
doi ng sonething wong, then they can cone to Your Honor, al
right. And if, you know, M. Rundell doesn't pay the
Medi cai d taxes and puts it in his pocket, they can run to
Your Honor. But that's not what's going on here. And that's
not what anybody can expect here.

So | don't know how el se to say it other than, we just

need themto | eave us alone so we can do our job. [If they
act like every other |ender acts, we'll give themall of the
information. W'Ill give themconsultation rights. Okay.

Most of the stuff they put in their objection, if they picked
up the phone any tine since |last Thursday, we would have put
in the order. So, | nmean, that's what it really boils down
to here, Your Honor. The unrebutted testinony on cash
collateral establishes that this is all reasonable and is
done -- and all of the expenditures will preserve val ue.

And the other thing that M. Jones forgets about is
that the cash goes up during the four-week period. Well

what are they conpl ai ni ng about? The cash under our budget
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goes up. How can they say they're not adequately protected?
Ckay. Now -- and | know |'mgoing to go out of turn and |'m
stealing sone of the notions fromny coll eagues, but |
figured let's get this done.

Wth respect to the Eton objection, it's fully within
the debtors' business judgnent and it is reasonable that they
pi cked the stal king horse who's further alone with PRF
Ckay. As | said this norning, Your Honor, PRF is the nopst
i nportant people -- they are the nost inportant people in
this courtroom okay. So they came in. They sent a | awer
here, okay, to tell you, hey, we're open mnded. We'Il talk
to Eton. But we really are confortable with Sentynl, who
we' ve tal ked to.

So based on that, | nean, it would be a violation of
our business judgnent to choose anybody el se as a stal king
horse. And | don't know why they are conpl ai ning that we
didn't bifurcate the bid procedures. W're trying to save
nmoney. We're trying to make things nore efficient. And
that's their only conplaint. They're not -- their conplaint
is not that the Zokinvy bid procedures are inappropriate, or
not val ue maximzing, or it's too short, it's too long. Al
they're saying is we don't need to do it today. Okay. Wll,
there's got to be nore than that. But this is the kind of
nm cromanagi ng that we' ve been facing.

Your Honor, | think the evidence is clear. It supports
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each of our contested motions. It supports the preservation
of estate assets and value. And it shows that this debtor is
trying to act reasonably and this debtor is trying to fulfill
its fiduciary duties.

So, Your Honor, that's all | have. Thank you

MR. JONES: May | respond, Your Honor? It
m ght be hel pful to the Court.

THE COURT: Yes. But | guess we're going to
have sone individual presentations --

MR, CALI FANO.  Yes, Your Honor

THE COURT: -- as to sone of the other
motions. And | didn't want to gloss over that. So |'m
trying to figure out the sequence that makes nore sense here.

Again, |I'mnot sure where you are after hearing all of
the evidence. So I'll go ahead and let you reply. But we
may have sone further back and forth.

MR JONES: Well, | want to reply to sone of
the things that M. Califano said about |nnovatus' position
and its objections.

We had worked with the debtor throughout both giving
them additi onal time, standstill, et cetera until -- and have
encouraged themto enter into and actually close a sale with
Sentynl. This issue of control of the sale process only
arose | ast week when we brought to the table sonmeone they

were not going to pursue as a stal king horse, which was Eton
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We brought Eton to the table.

THE COURT: Ckay. The testinony from
M. Rundell is that you started a di al ogue with them --

MR JONES: Oh, they were init a long tine
ago.

THE COURT: -- nonths ago.

MR, JONES: But when we spoke with debtors'
counsel on Thursday night, they had no intention of reaching
out to Eton to be a stal king horse bidder. They were under
the inpression that Eton would not be a stal king horse bi dder
because they had not conpleted their diligence.

On Friday when we talked to Eton, we did. And we
| earned that they made a $20 million -- $29 million offer as
opposed to the Sentynl 26. Debtors' counsel would not
explain to us why they rejected. Did not consult with us.
And gave us no explanation. Wuldn't tell us anything.

THE COURT: Okay. There's a lot of like
peopl e not comunicating here that | don't understand. Ckay.
Way don't we go back. | heard that the debtor and its
prof essional s got concerned |late |ast year when you're having
a dialogue with Eton and they thought, you know, we're --
it's our assets. W should be in charge here. So why don't
you start by addressing that. |1'mafraid that things kind of
took a bad turn because of that.

MR JONES: They didn't take a bad turn
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because of that, Your Honor. W worked along with the debtor
in connection -- and, in fact, we encouraged themto close
the sale with Sentynl even before the --

THE COURT: Wiy was your client or you -- |
don't knowif it was your client or the lawers. Wy were
they separately trying to negotiate with Eton?

MR. JONES: They weren't trying to negotiate
wi th Eton.

THE COURT: What were they doing with the --
they were talking to then?

MR JONES: They were. And trying to get Eton
to be a bidder. Trying to convince Eton that they should buy
these assets. W're looking for a buyer, Your Honor.

THE COURT: Do you understand why that m ght
make a borrower concerned?

MR JONES: | do.

THE COURT: Wiy aren't they just giving us
this name and then letting us take it from here?

MR, JONES:. Your Honor, there was no ongoi ng
sale process at that tinme. That didn't happen until | ast
week. Before |ast week we thought the sale was going forward
to Sentynl pre-bankruptcy filing. And the only reason it
didn't was because Merck woul d not provide their consent. So
we had been working and consented to the sale.

THE COURT: Okay. Well, let's just nove on.

Cl NDY SUMNER, CSR (214) 802-7196

Desc



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Case 24-80040-sgj11 Doc 108 Filed 04/08/24 Entered 04308/24 15:20:13
Main Document  Page 132 of 169

What about your statement a couple of times today that
you didn't get the interimcash collateral order and you
weren't having conversations with anyone on the debtors' side
about the usage of cash?

MR. JONES: The debtor side, we asked
questions about those entries |ike, for exanple, the, other
It was 1.5 million when | first started asking questions
about it.

THE COURT: No. |'mtalking about your
coment that, you know, communicati on was cl osed.

MR, JONES: Comuni cations --

THE COURT: And M. Rundell said, wait, |
talked to their client nultiple times. They were questioning
$300 expenses.

MR. JONES: Your Honor, this is a -- they're
different nonments in tine.

We | ooked at -- they presented to us a budget severa
weeks ago which had at that tine starting cash of 15 million
rather than 10. And it had a whol e host of expenses in it.

THE COURT: And they whittled it down, that's
what we heard from Rundel |

MR JONES: Well, the first -- the first cut
we got back was they reduced by $500, 000.

THE COURT: | don't have to hear details. 1'm

just questioning --
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MR, JONES: And, Your Honor, just for the
record, all of these -- | mean, we haven't brought it up.
Everyt hi ng obvi ously was subject to 408, and apparently --

THE COURT: \Well, okay.

MR, JONES: Just so you know.

THE COURT: And I'm not asking details. |
just -- | can't renenber your exact words early on, but your
words were -- | heard them as, we're objecting because they
didn't talk to us.

MR. JONES: Because they woul dn't answer
questions about things in the actual budget that was
presented to me on Sunday.

Your Honor, what we've been tal king about are two
different things. W have never objected to the tineline for
the sal e of Zokinvy or the use of the cash collatera
necessary to preserve its value for that tineline.

THE COURT: Okay. So what are we down to?

MR, JONES: What we do object to, Your Honor,
is we -- in the broad schene of things, we object to the
post-sal e of Zokinvy track that the debtor would like to put
this case on. And we think it's premature to do that. So
we --

THE COURT: It's June. So help ne to
understand that. What's wong with putting it out there to

t he universe of potential bidders, hey, we're also going to
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sell these other assets and we've got a |ater deadline for
t hat ?

MR, JONES: Because, Your Honor, it foots
to -- it foots to the cash collateral budget. That cash
collateral, today we're here on the interimcash collatera
budget, just for a nonth. W have a big disagreenent about
the cash coll ateral budget on a going-forward basis to get to
the end of the road in June for that sale process. That's
our big disagreenent here.

THE COURT: Okay. Well, I'mnot approving
anyt hing other than four weeks, right, today. You all know
t hat .

MR JONES: Right. But the sale procedures
are tied to that process. For the non-Zokinvy assets, all of
that is tied to that sanme cash collateral issue of how nuch
noney is going to be spent. |Is the debtor going to continue
to operate, or is it going to be liquidated differently? Al
of that's tied together. The use of cash collateral post the
sal e of Zokinvy and the sal es procedures post the sale of
Zokinvy are all tied together. That's where we disagree
about this case, is what is to happen after the sale of
Zokinvy. And that's the issue. That's why those sale
procedures for the non-Zokinvy assets -- that's why we need
to take those up in conjunction with the hearing on the fina

use of cash collateral and the budget that they propose that
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goes along with those sal e procedures.
Because our concern is, Your Honor, that --

THE COURT: Okay. What -- what are we down to
as far as interimcash collateral usage and these different
noti ons that contenpl ate usages of cash? Wat are we down
to? | understand on this bid procedures notion we're down to
an objection to the other assets bid procedures.

MR, JONES: The procedures with respect to the
ot her assets.

THE COURT: (Okay. So that's what we're down
to.

MR, JONES: Because that whole process is tied
to cash collateral. W think that should be done in
conjunction with --

THE COURT: You're linking themto cash
collateral usage in the future?

MR JONES: Correct. They are.

THE COURT: Okay. So what el se are we down
to?

MR JONES: Wth respect to cash coll ateral
today, a lot of these other notions, Your Honor, seek to
spend cash, but they're not tied to the -- limted by the
cash collateral budget. And it's --

THE COURT: | think we heard they are.

MR JONES: Well, they're not in the order.
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That's our -- in the orders thenselves, at |east as we read
them they are not.

THE COURT: Ckay. W addressed the biggie,
right? W addressed the biggie, the 688. And M. Rundel
confirnmed that was the subsunmed by the critical vendor
not i on.

MR JONES: Well, but the critical vendor
notion just seeks the paynent of a whole |ot of vendors
wi thout any correlation to the interimcash collatera
budget. It's not limted. Al we said is that to the extent
that they're going to pay trade clains within the interim
period, if they're going to pay vendors during the interim
period, if they're going to pay taxes during the interim
period, all of that needs to be |imted by the cash
coll ateral budget. To the extent it's not in the approved
cash collateral budget, it should not be spent under these
other notions. |It's very straightforward.

THE COURT: | thought it was straightforward.
But tell nme what |anguage you think nmakes it anbi guous. |
nean, all of these different notions that contenpl ate usage
of cash -- and | say all --

FEMALE SPEAKER: Hell o.

THE COURT: Who's on the |ine?

Okay.

MR. JONES: The custoner prograns, for
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exanpl e, Your Honor. They don't tell us what those are in
this notion. So --

THE COURT: In what notion?

MR JONES: In their notion to approve the
payments to custoner prograns. That does not foot to -- and
maybe they're willing to do it and agree that they're not
seeki ng any right to nmake paynments beyond those that the
Court approves with respect to the four-week interimcash
col l ateral budget.

THE COURT: (Okay. W can handle that in one
sentence, right --

MR JONES: Yes, we can.

THE COURT: -- M. Califano, one sentence?

MR, CALI FANO. And the way | understand the
law is that we can't spend their cash collateral unless Your
Honor orders it. So the fact that we have a custoner notion
that tal ks about paynments to be nmade, if we don't have it in
that cash coll ateral budget, we've got to wait and nmake it
fromsone other --

MR. JONES: That's all we said, Your Honor
And that's all that's in our objection

MR, CALI FANG And we didn't need to do all of
this today to get there

THE COURT: Ckay. Well, again, |I'mused to

peopl e tal king outside the courtroom And |'m hearing
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different views of why that didn't happen.

But any way. So it sounds |like we can craft a sentence
inthe order. And | don't knowif we want it in the interim
customer progranms order, for exanmple, or in the cash
collateral order, or both, but you know --

MR JONES: | agree, Your Honor.

THE COURT: -- you need authority given under
the customer programorder is subject to the cash collateral
order, right?

MR, JONES: Exactly, Your Honor. It's all we

ask for.
THE COURT: (Ckay. So what else --
MR JONES: Wth respect to cash collateral,
Your Honor.
Again, | heard nore today about what these -- like the

R&D. We asked for an explanation of that. Who's that to be
paid to? Wuat's it for? Al that sort of stuff. W got
not hing. And so --

THE COURT: W got nothi ng?

MR JONES: W got no response. Today | got
an explanation fromwhat that $688,000 is. But | still
object to it because | don't think the proof was substanti al
enough to show irreparable harmfromnot paying those anounts
during the interimperiod. | don't think |I heard that

testinony that there would be irreparable harm i nmredi ate and
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irreparable harm There was specul ati on about what mi ght
happen if those studies, the docunents are not retrieved in
sone period of tine. But no testinony that there's going to
be i mredi ate and irreparabl e harm
Agai n, Your Honor, the Medicaid taxes says, other. W

just wanted to clarify that's Medicaid taxes.

THE COURT: It's been clarified

MR, JONES: And our objection to the variance
is also tied to the contingency because we see that as a
double dip. If you're going to put in a $400,000 contingency
on top of a 120 percent variance, that's a double dip. And
so we think those two things together are too rmuch. 10
percent variance and a contingency for paynent of vendors who
on COD, we can live with that.

THE COURT: That's critical vendors. That's
subsumed in the critical vendor notion, right?

MR, CALI FANG Yeah. And, Your Honor, there's
a di fference between the contingency and a variance. The
variance is if an itemthat's a dollar turns out to be $1.20.
That's variance. Contingency is for sone other category that
we don't know about that pops up.

MR, JONES: Actually, the contingency could be
for additional payroll. It could be for additional overhead.
It could be for anything, because it has no definition

associated with it.
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MR CALI FANO. Yeah. W have additional
payrol|l and would like to pay that.

MR JONES: It just could be anything. W
don't now what it is.

MR, CALIFANO. Right. That's why it's
conti ngency, because we don't know what it is. If we know
what it is, it would be that thing that we don't know.

MR JONES: So, we still object to those
items, Your Honor. | take it the Court maybe seens to be
inclined to overrule that objection. But we object to 120
percent variance plus $400,000 contingency. W think it
shoul d be | ess.

The ot her thing, Your Honor, is on the cash collateral
and on the bid procedures, we're not designated as a
consultation party with respect to the sale process.

THE COURT: | think he said he'd add you,
right?

MR CALI FANO Yes. Yes, Your Honor. We'll
add them as a consultation. However, we're going to ask that
they not talk to anybody, except through M. Victor.

THE COURT: | think that's reasonabl e.

Usual Iy the investnment banker is the guy in charge, the point
of contact.

MR JONES: Under st ood.

THE COURT: Yeah.
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MR JONES: W have no objection to that.

THE COURT: GCkay. And | think we would say
any Creditor's Committee who ends up getting fornmed --

MR CALI FANO Yes, would be a consultation --

THE COURT: -- would have the sane thing, they
woul d be consul ted?

MR. CALI FANG  Yes, Your Honor.

THE COURT: Ckay.

MR, JONES: W have another -- one other thing
about |egal fees, Your Honor. The way the cash coll ateral
order is structured, it --

THE COURT: They're not getting paid in the
i nterimperiod.

MR JONES: But it subordinates -- right, they
are not. But, actually, they subordinate our lien to their
| egal fees through the carve-out that's provided for in the
-- in the cash flow.

THE COURT: Right. That's the usual thing in
Chapter 11, right?

MR JONES: Well, that's effectively a
surcharge, Your Honor. And | don't know why that has to be
done at the first day hearings, if that's what they' re going
to do. But it's nothing inmediate or irreparable about them
to be avoi ded.

THE COURT: Is that fair? |Is that fair? W
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have three professionals for the debtor working their tails

off, | suspect, but we're going to | eave you hangi ng on
whet her you ever get paid for this. |[|'ve never done that in
a case.

MR JONES: Well, Your Honor --

THE COURT: Have you ever gotten a judge to
say --

MR, JONES: Your Honor, they just testified
that they got $400,000 in retainers. Al we're saying is
then we think if you're going to have nonies for |egal fees,
those | egal fees should be in the formof a cash collateral
budget. You're going to pay |egal fees.

THE COURT: And I'msure at the final hearing
they're going to have --

MR JONES: But that's not going to be part of
t he budget, or part of the cash collateral order. |It's just
going to be that we're subordinat ed.

THE COURT: What? It's in the 30-day budget.

MR. JONES: But the carve-out subordinates us,
period, to all of their fees.

THE COURT: \What does the interimorder say
about a carve-out? | -- | didn't --

MR JONES: It says there's a carve-out of
cash col lateral for all professional fees.

THE COURT: But it doesn't contenplate any
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paynent of those fees in the interimperiod. So what are we
argui ng about ?

MR, JONES: But it subordinates us to those

f ees.

THE COURT: To the fees that aren't getting
paid yet?

MR JONES: That's correct. W think that
shoul d be reserved for another day. They have retainers. |If

they wanted |l egal fees --

THE COURT: There's nothing in the budget that
all ows professional fees to be paid in the first --

MR. JONES: That's true, Your Honor.

THE COURT: -- 30 days.

MR. JONES: That's true.

THE COURT: So, again, I'mtrying to figure
out what we're conpl aining about as far as the interimcash
col l ateral usage.

MR JONES: To elimnate the carve-out
provi sion, which subordinates us to their legal fees.

M5. WALLACE: Your Honor, for the record, Anne
Wl | ace, proposed counsel for the debtors.

So the carve-out that we included is a very traditiona
carve-out that has been approved by this Court in prior
cases. Additionally, it would only be contenplated to be

paid out in the event of a term nation of these cases. |If
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we're going into Chapter 7, a liquidation. And | certainly
hope that that doesn't happen in the next four weeks.

THE COURT: Okay. Thank you. Thank you. |
didn't renenber the exact wording, but that sounds pretty
standard fare.

MR, JONES: Your Honor, we think maybe this
case should be converted to a Chapter 7, sonmewhere down the
road.

THE COURT: Ckay. | don't know what el se you
have to say, but I'mgoing to ask this question
M. Califano said this case is different. It certainly feels
different to me in a couple of respects. Do you agree or
di sagree? And what | -- here's what | hear when he says
this. This is not a restaurant. This is not a retai
business. This is -- we know what it is.

MR JONES: W do, Your Honor.

THE COURT: It is a drug, a one-of-a-kind drug
available to extend children's lives. Ckay.

MR, JONES: Your Honor, we don't disagree --

THE COURT: Has there ever been nore of a
Bambi in Chapter 11? And | don't nean to be --

MR JONES: Your Honor --

THE COURT: -- flippant, but |let ne be honest.
W used to have a judge in this District, God rest his soul

he's been gone, and he used to be very suspicious of every
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debtor and ask a | ot of tough questions. And another judge
said to himonce, you're always suspicious. But sonetines
the debtor is Banbi. And, you know, | would say very rarely
do we have a Chapter 11 debtor who's Banbi. But this nay be
it.

MR, JONES: Your Honor --

THE COURT: Do you know why |'m saying that?

MR JONES: | do. But you m sunderstood ny
commrent, Your Honor. | don't -- Zokinvy should be sold.
We're not objecting to that. W' re not addressing that at
all. But down the road when we tal k about the sale of these
drugs that are not yet on the market --

THE COURT: Right.

MR, JONES: When we're tal king about the sale
of those drugs and the costs associated with the ongoing
operation of the debtor as opposed to the value that could be
realized if they're sold as the debtors' going concern, or
simply just sold, that's the issue. So when | say maybe this
case should be converted to a Chapter 7 sonewhere down the
road, it's not about Zokinvy, it's about those remaining
assets and the cash collateral that will have -- the noney
that will have to be spent in order to realize value on those
assets in a way that the debtor proposes.

THE COURT: Ckay

MR JONES: But all of that is sonewhere down
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the road. W don't disagree on Zoki nvy today. W just
don't. We think it should be sold. And -- but -- and we're
not trying to interrupt that process.

THE COURT: Okay. So we got into a
phi | osophi cal discussion, maybe. What -- have we covered
everything in this budget that concerns you?

MR JONES: W have, Your Honor.

THE COURT: Okay. Thank you.

Per haps, Ms. Young, this is a good tine to hear from
you.

M5. YOUNG Thank you, Your Honor.

| have spoken with the debtors about npbst of the
expenses that we al so had questions about. They had resol ved
all of our concerns. | think any concerns that we have about
t he budget itens have been conpletely resol ved by the
testinmony here today.

We had reviewed the formof order. And as | told the
debtors, | had no comments. It was absolutely -- they've
addressed all coments that we coul d have possibly thought
about. And have included themin the draft interimorder.

So we have no objection to the use of cash collateral in this
case.
THE COURT: Okay. Thank you.
All right. Well, | guess at this --

MR. NEWION: Your Honor --
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THE COURT: Ch, I'msorry. D d you have --
MR NEWION: That's all right.

I don't know if there's going to be a further
presentation on the bid procedures or not. | wanted to just
make a couple of quick comments on the breakup fee. But I'm
happy to defer if there's going to be a separate presentation
on --

THE COURT: (Ckay. Wre you wanting to say
separate closing things on --

MR, CALI FANG No, thank you. No.

THE COURT: GCkay. Then I'll hear what you
want to say.

MR, NEWION. Thank you, Your Honor. Janes
Newt on of Morrison & Foerster on behalf of Eton

Phar naceuti cal s.

Again, Eton -- |'mhere on a very narrow i ssue. The
focus here on -- the focus here today has been on justifying
breakup fee not based on necessity, as far as | can tell, but

based on a desire to provide the breakup fee to Sentynl

We don't have, quite frankly, any issue with Sentyn
acting as the stal king horse bidder. Again, the focus is
just very narrow on the breakup fee. W don't think it
shoul d be approved. The breakup fee is generally utilized
when you need it to create conpetitive bidding. W just

heard testinmony fromthe debtors', | think every one of the
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debtors' professionals that were put on the stand suggesting
that there was a ton of interest in the Zokinvy asset. And
we al so have two very, very qualified bidders that are
sitting here in the courtroomtoday ready to act as a

stal king horse bidder. So there's been a fair anount of
focus on Eton today and whether there are -- whether Sentyn
is further along in the process. That is largely designed to
make the Court aware that Eton is a viable alternative, in
the event that Sentynl decides, oh, I'mnot going to get a
breakup fee. I'mnot going to act as the stal ki ng horse

bi dder, within their decision-nmaking authority. So Eton is
here. It's ready, willing, and able to execute an APA

wi t hout any sort of breakup fee.

As you heard fromM. Victor, it's a very well regarded
public conpany. Deals with rare disease and deals wth
patient popul ations much |ike the one that we have here. And
partners with themall the tine.

I want to be very clear that Eton does respect the work
of PRF and Dr. Gordon. And the suggestion that they have not
done their diligence | think is alittle bit overstated. |
think they're confortable that given their experience, the
reputation, and the references they can provide to PRF that
they can get there very quickly with PRF

So on that basis, | think the breakup fee shoul d be

deni ed and Sentynl can still act as a stal king horse bidder
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if they'd like. But Eton is prepared to act as a stal king
horse bidder if they choose not to.

THE COURT: Okay.

MR, CURTIN. May | respond briefly, Your
Honor ?

THE COURT: You nmay

MR CURTIN. It will be very brief.

So, Your Honor, the stal king horse has already done its
job. | mean, you heard about all of the expressions of
interest. That's not independent of the stalking horse. The
stal ki ng horse bi dder worked with us over a conpressed peri od
of time over a holiday weekend to negotiate the APA that you
saw on the docket. And, you know, the stalking horse has
stepped up, which is the role of a stal king horse, to kick
off this process. It seens to be fairly clear that it's
going to be a conpetitive process. And, you know, they
have -- you know, they're quite frankly in our viewentitled
to that breakup fee. And it's -- again, it's reduced from
what they negotiated, you know, in the first place. And as
M. Victor said, it is below market and we are supportive of
the Sentynl bid as it stands.

THE COURT: And there are zero contingencies
in their bid, right, or wong?

| see a head shaking fromtheir counsel. | just want

it to be crystal clear. | thought that's what | was hearing.
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MR, CURTIN. That's right.

THE COURT: No contingenci es?

MR MORRIS: Oher than the closing conditions
that are set forth in the asset purchase agreenent.

MR CURTIN. Right. That's why | hesitated.
There are, of course --

THE COURT: No financing?

MR CURTIN: Right.

THE COURT: No due diligence?

MR. CURTIN. No. No financing. No due
diligence. Just nornal closing conditions that are included
in the APA, that's it.

THE COURT: Ckay.

MR MORRIS: To be clear, there are no
contingencies in either of the bids. But there are -- there
are docunents that still need to be negotiated with parties
that are -- that have not signed the APA, as we heard from
M. Victor.

THE COURT: (Okay. Understood.

Al right. Does anyone el se have anything they want to
say about either cash collateral usage or the bid procedures?
And then we'll go the individual notions. Anything el se?

Al right. | will first address the cash collatera
notion. Based on extensive evidence that |'ve heard and

read, | amgranting that nmotion on an interimbasis finding
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under Rul e 6003 | heard evidence that was convincing that the
budget presents itens that are necessary to avoid i medi ate
and irreparable harm And the debtor is exercising sound
busi ness judgment in proposing this budget. Again, it's the
i nteri mbudget that goes the next 30 days.

I further find that adequate protection is being
provided to the | ender. Anpng other things, the evidence
that was unrefuted was that cash is expected to go higher
above it's $9.9 mllion level currently -- or as of the
petition date.

I find that M. Rundell and Dr. Apelian -- | hope |
remenbered that correctly -- their evidence supported in al
ways the reasonabl eness of these expenses, el aborated on what
things were. Anpbng other things, there was an expl anation
that | found credible for the R& post-marketing
di sbursements line itemwhich notably is subsumed in the
critical vendor notion. | think there was an adequate
expl anation for what, other, is. | heard that there was 1.1
mllion of Medicaid taxes, which we want to stay good with
the Medicaid people. And | think the contingency line item
was wel |l explained as vendors that don't have contracts, that
may expect cash in advance. And so they may have that
expense in the next four weeks.

So the Court will say that the 120 percent variance

sounds reasonable at this point in time. And | don't think
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there was anything else in the interimformof order that was
probl ematic or not reasonable in all ways. So | do approve
it. And | will add that | hope there is a reasonabl e anpount
of dialogue in the com ng weeks about final cash collatera
usage. And we hopefully have a shorter hearing when we cone
back for the final hearing on that.

Wth regard to the bid procedures that have been
proposed. | note for the record that they were significantly
revised happily during this case, or just prior to this case

with the proposed stal king horse, Sentynl, having increased

its bid for the base price from26 mllion to 30 mllion. It
al so decreased downward the, what 1'Il call step-down, if
there's no closure on the Zokinvy -- did | say that wong?

MR, CALI FANO. We all do, Your Honor.
THE COURT: Zokinvy. The step-down from
214,000 per day price reduction, if there's no closing by
April 24th down to 100,000, | think that economi c change is
very significant here.
And then |ast, but not |east, we have the decrease of
t he aggregate breakup fee down to, at nost, 3 percent, or at
nost 900, 000 versus possibly 1.380 million
The Court believes that based on these revisions, it
shoul d approve and will approve the bid procedures. This is
not a terribly easy decision. You know, we have what m ght

be a wonderful situation here, we hope, of Eton having cone
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in and said, we'll be the stal king horse and we won't even
have this $900,000 worth of breakup fee and expense

rei mbursenent. That's a tough one for the Court. But on

bal ance, the totality of the evidence nade it seemto ne that
the debtor and its professionals were reasonable in thinking,
we just feel like we have a bird in the hand with Sentynl

You know, maybe Eton is of, you know, equal status. But
based on our investigations, we just feel |ike we have a bird
in the hand with Sentynl. And we think the -- I"'mgoing to
say it wong, PRF? PRF?

MR CURTIN:. Yes, Your Honor.

THE COURT: We feel that we know PRF is
confortable with them [|'mnot clear. |[|'ve not seen the
docunents to know how this consent concept works. But
think it's reasonabl e busi ness judgnent for the debtor to
feel like they've got a bird in the hand and -- and to fee
like Sentynl is enhancing the bid process. Not just because
Eton has cone into the picture, but because | heard testinony
fromM. Victor that -- |I forget how many people he has heard
fromsince the filing of the bankruptcy case. A significant,
I think he said a dozen or so interested parties have
approached himsince the filing. So | think it's reasonable
to conclude here that having Sentynl in there as a bid to
beat is stinulating interest here. So | think it's

reasonabl e busi ness judgnment and there is a reasonable
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necessity. And, again, it helps trenendously that they
reduced the breakup fee and expense rei nbursenent aggregate
anount, as well as they inproved their offer. So this all is
approved.

Ckay. So with that, we'll quickly run through the
vari ous notions whi ch were dependent on the approvi ng usage
of cash col |l ateral

So, M. Enbry, you are presenting -- | already ruled on
a couple of your matters, right?

MR. EMBRY: Yes, Your Honor. 1'mgoing to be
presenting on cash nanagerment and tax.

THE COURT: Okay.

MR, EMBRY: And | think based off your ruling
previously and sone conversations with the UST, as well as
the | anguage we're going to include in the order regarding
cash collateral, | think ny colleagues and | are going to
break a | and speed record on closing the rest of the hearing.

THE COURT: Ckay.

MR. EMBRY: Starting with cash nanagenent at
docket nunber 4, which is agenda item nunber 4. | know Your
Honor has read the notion. |f you |look at Exhibit D to the
notion, there's a list of banks -- excuse ne, bank accounts.
Three of those are held at Silicon Valley Bank, three are at
JPMorgan, Merrill Lynch, and the Bank of Ireland. As we've

communi cated to the UST, the Bank of Ireland account hol ds de
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m ni nus ambunts. W have col | aborated or coordinated with
the UST over the weekend and the days leading up to this
hearing. W have no objection to the formof order fromthe
United States Trustee. And we're going to continue

coordinating with the UST. There, again, was the |ingering

objection in regard to the -- excuse ne, fromlnnovatus as to
cash collateral. O course, it would be subject to the
budget in the cash collateral order. And we'll put that

| anguage in as we di scussed prior

THE COURT: All right. So, M. Young,
anything you want to add to that?

M5. YOUNG  Just briefly, Your Honor.

This is one of the few that | had conments on. Two of
the accounts, the JPMbrgan account and the Merrill Lynch
account are investnent accounts. Cbviously those are a
little bit problematic with the investnent structure. So
we're going to be working with the debtor to figure out a way
to make us all confortable with themeither maintaining the
accounts, or what you do with those investnment accounts. But
we have agreed to stipulate to the extension of tine so that
we can get into conpliance so that if we do have to bring an
objection, we'll really have tried to work through al
potential avenues just to make sure that those funds are
protected for the duration of this tine -- the time this case

is in bankruptcy.
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THE COURT: Okay. All right. So with that
understandi ng that we're going to continue to work with the
U S. Trustee on getting them confortable on those investnent
accounts, | do find that maintaining the cash nanagenent
systemis an exercise of reasonabl e business judgnent and it
i s approved.

MR EMBRY: Thank you, Your Honor

Now we' || nove to docket nunber 11, which is agenda
item nunber 5, the taxes notion. Again, | know that Your
Honor's read the notion. The debtors plan to pay in the
ordi nary course franchi se taxes, incone taxes, property
taxes, foreign taxes, and certain regulatory filing fees.
The majority of those taxes are franchise taxes. And we are
only choosing to go interimat this tinme. W have, again
spoken to the U S. Trustee. W received nore infornationa
requests than objections to the form And at this point |I'm
prepared to nove forward with an interimorder

We have, again, had the lingering objection from
I nnovatus as to it being subject to the budget in the cash
collateral order. Again, we'll put the |anguage in and
ensure that is in there. And we respectfully request you
enter that order.

THE COURT: Al right. So we're expecting a
negligi ble amount, if any --

MR. EMBRY: Yes, Your Honor. They -- the
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debtors pay their taxes as they come due. They're current on
all taxes. There is a $3,200 franchise tax that will cone
due in the next 14 days. W've infornmed the UST of that.
Besides that, | believe the taxes will be negligible.

THE COURT: Okay. Well, subject to the
sentence to satisfy the lender, as we discussed earlier, | do
approve that under the Doctrine of Necessity. Al right.

MR, EMBRY: Thank you, Your Honor. | wll now
pass the mic to M. Elner on wages.

THE COURT: Al right. M. Elner.

MR. ELNER  Good afternoon, Your Honor

THE COURT: Good afternoon.

MR ELNER: | will quickly walk the Court
t hrough agenda item nunber 7 and agenda item nunber 9, which
are the wages and utilities notion.

THE COURT:  Uh- huh.

MR, ELNER: The wages notion appears at docket
nunber 8. The debtors maintain payroll and various enpl oyee
progranms that commensurate with the size and the antici pated
sal e process of the debtors. Through the notion the debtors
are seeking a final order to pay pre-petition wages,
sal aries, and enpl oyee benefits. A key note on this is the
debtors are not seeking to pay any anpbunts in excess of the
statutory cap. And then also to continue post-petition

mai nt enance of enpl oyee prograns, policies, and procedures.
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We received informal coments fromthe U S. Trustee's
Ofice just inquiring about the statutory cap. And to
resol ve those informal conments, we're just going to add
| anguage stating that nothing is in excess of that cap. And
ot herwi se, we would request entry of a final order with the
| anguage di scussed in connection with the other notions.

THE COURT: GCkay. Al right. So the debtors
bel i eve they owe no anmounts to enpl oyees, right? But then
there is aline itemfor 217.

MR. ELNER  Ch, sorry. They owe no anobunts in
excess of the cap to enpl oyees.

THE COURT: Oh, oh, oh, oh, okay. Gotcha.

Al right. Anyone wish to be heard on that?

Ckay. Well, again, subject to the sentence that has
been negotiated, if you will, with the Iender, | do approve
this wage notion under the Doctrine of Necessity, again
noting that everything is under the priority wage cap. |'l
approve this on a final basis.

MR. ELNER  Thank you, Your Honor

THE COURT: Ckay.

MR. ELNER  The next and last notion for ne is
the utilities motion which can be found at docket nunber 5.
The debtors have limted utility obligations related to their
busi ness obligations -- sorry, business premises. |It's only

about $1,900 a nonth. Mst of the utilities are covered
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through | eases with their landlords. W' re not seeking
separate paynment here to pay those anpunts through this
nmotion. The debtors are requesting a final order to nake
adequat e assurance paynments equal to one-half of the debtors
nonthly paynments, so $950. Prohibit utilities fromrefusing
or discontinuing service, and approvi ng proposed procedures
for resolving additional adequate assurance requests. There
is -- we would seek entry of a final order, subject to the
| anguage di scussed - -

THE COURT: Ckay.

MR ELNER -- in regards to cash collateral

THE COURT: All right. Anyone wi sh to be
heard on this? This is a very low anount of utilities that
this debtor has to pay, which is a good thing. So | do under
366 approve this proposal as adequate assurance.

Al right.

MR, ELNER: Thank you, Your Honor. [|'Il| pass
the podiumto Ms. Veronica Courtney.

THE COURT: Ckay.

M5. COURTNEY: Good afternoon, Your Honor
Veronica Courtney of Sidley Austin, LLP on behalf of the
debt ors.

THE COURT: Ckay.

M5. COURTNEY: This afternoon | wll be

di scussing two itens, itens nunber 10 and 12 on the filed
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agenda. The first itemis the insurance notion, agenda
nunber 10 filed at docket nunber 6.

By this motion, Your Honor, the debtors seek a fina
order authorizing the debtors to continue their pre-petition
i nsurance coverage and satisfy related pre-petition
obligations, and to renew, supplenent, or enter into new
i nsurance coverage in the ordinary course of business on a
post -petition basis.

The debtors currently maintain 16 i nsurance policies
adm ni stered by 10 third-party insurance carriers. The
i nsurance policies are renewed on an annual basis. And
provi de coverage for, anong other things, conmercia
aut onobi | e i nsurance, general liability insurance, cyber
i nsurance, and property insurance, as well as excess
liability and D&0O coverage. The debtors obtain their
i nsurance policies through an insurance broker. And as of
the petition date, the debtors do not believe there are any
unpai d pre-petition obligations due and owing to the
i nsurance broker.

Further, as of the petition date, the debtors do not
believe that there are any pre-petition anpbunts ow ng on
account of the insurance policies. Wile the debtors do not
believe that there are any anmounts owed on account of the
i nsurance policies, they seek authority to continue honoring

such pre-petition policies and obligations that may arise in
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the course of ordinary business. Accordingly, we seek
authorization -- we seek entry of the proposed order subject
to the |l anguage di scussed earlier

THE COURT: Al right. And, as | understood
it, the debtors estimate there are no pre-petition anounts --

MS. COURTNEY: Correct

THE COURT: That this is, you know, just sort
of a just-in-case kind of thing?

MS. COURTNEY: Yes. Just in case anything
cones up in the ordinary course

THE COURT: All right. Anyone have anything
to say on this?

Ckay. Again, subject to the sentence negotiated with
the I ender, the Court does approve this under the Doctrine of
Necessity.

M5. COURTNEY: Thank you, Your Honor.

The final itemthat | would |ike to discuss is agenda
item nunber 12, docket nunber 17, the customer prograns
notion. By this notion the debtors seek an interim order
authori zing the debtors to honor certain pre-petition
obligations to their custoners and to continue custoner
progranms in the ordinary course of business.

The debtors primary custoners are specialty
di stributors and specialty pharnmacy providers through a

third-party logistics distribution agent who subsequently
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sells the products to patients and healthcare providers. In
the ordinary course of business the debtors provide a nunber
of custonmer progranms to devel op support and sustain a
positive reputation with their custonmers and in the

mar ket pl ace generally. And to remain conpetitive on pricing
in the marketplace. The custoner prograns include the
follow ng; distribution fees, government rebates, Medicaid
rebates, copay prograns, patient assistant progranms, pronpt
pay discounts, and a product return program The debtors
customer prograns are standard within the industry and an
essential conponent of the debtors' operations and custoner
attention strategy.

If Your Honor would like ne to wal k through any of the
prograns in nore detail, | would be happy to. But in the
interest of tinme, |I'mhappy to keep noving forward.

THE COURT: GCkay. You nmy keep noving
f or war d.
MS. COURTNEY: Perfect. Thank you.

As of the petition date the debtors estinate there's
approximately 3.2 mllion of accrued pre-petition custoner
program obligations. And by this notion, they seek entry of
an order authorizing such pre-petition paynents and to
continue such pre-petition prograns obviously subject to the
| anguage that we have discussed extensively.

THE COURT: Okay. And | am just noting that
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of the 3.2 mllion, far and away this is attributable to
governnent rebates, as well as the Medicare --

MS. COURTNEY: Correct

THE COURT: -- or Medicaid rebates.

MS. COURTNEY: Yes.

THE COURT: Ckay. Al right. And the
governnent rebates, also a big part of that is German --
CGermany related, right?

M5. COURTNEY: Yes.

THE COURT: A foreign governnent. Okay.

Al right. Anyone have anything they want to say about
t his?

Ckay. Again, subject to the sentence negotiated with
the lender, | find under the Doctrine of Necessity that it is
appropriate to approve this and | do.

Ms. COURTNEY: Thank you, Your Honor. 1"l
now pass it off to ny esteened coll eague, Chel sea McManus.

THE COURT: Okay. You're not the nost
i nportant person in the room but you're esteened.

M5. McMANUS:  Thank you, Your Honor. Good
afternoon, Your Honor. For the record, Chel sea McManus of
Sidley Austin, LLP on behalf of the debtors. 1'll be taking
up the last notion today, the critical vendor and lien
clai mant notion, agenda item 13, |ocated at docket nunber 10.

As we briefly heard earlier, the critical vendors and
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potential lien clainmants, paynment of themis critical to
ensure preserving value of the estate, as well as continuing
operations and providing these critical drugs to various
parties, storage, and shipping, warehouses, all the different
buckets that are covered throughout this notion. Through the
notion we have four different buckets; the 503(b)(9)
claimants, the lien claimants, the critical vendors, and the
forei gn vendors.

We received some informal conments fromthe U S
Trustee on this, specifically related to providing the |ist
of all of the different vendors, critical vendors, foreign
claimants, 503(b)(9). And | believe we've resol ved sonme of
the informal comments we received fromthe U S. Trustee with
the caveat that we provide a proffer of the four different
critical vendors under the Coserv factors.

THE COURT: Ckay.

MS. McMANUS:  As well as providing | anguage,
which | believe is included in our proposed order, that we
woul d provide a matrix of the different paynents to the U S
Trustee on a nonthly basis and to any statutory Comittee
appoi nted, if one does get appointed.

THE COURT: Okay. So | thought that was
already in your formof order submtted --

M5. McMANUS: It is.

THE COURT: -- that | | ooked at
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M5. McMANUS:  Yes. | think it's paragraph 8
of the proposed order

THE COURT: Okay.

M5. McMVANUS: And | think it's on the 15th of
each nmonth that we -- or by the 15th of each nonth that we
provide the matrix and reports.

THE COURT: GCkay. And | think you also had
| anguage in there that basically by taking a paynent, they're
agreeing to continue to provide services and you reserve the
right to clawback, if they don't.

M5. McMANUS:  Yes. Under the trade terns,
correct.

THE COURT: Yes, under the trade terns.

Al'l right. Wll good deal. Anyone wi sh to be heard on
t his?

Al right. Well, I will, once again, find under the
Doctrine of Necessity that this notion has nmerit. Again, as
you al luded to, you had categories of claimnts here, sone of
who you thought woul d have 503(b)(9) status, some m ght have
nmechanic lien or possessory lien or other simlar lien
status. You have sone foreign vendors that are a big chunk
of the ampbunts you seek to pay. And then just others that
you wi Il have a proffer would neet the Coserv test. So |
t hi nk under the Doctrine of Necessity, it is appropriate to

approve that notion, again, subject to the sentence
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negoti ated with the | ender
Al right. |Is there anything el se?
MR, CALI FANG: No, Your Honor.
THE COURT: That's all for today?

MR CALI FANO Yes, Your Honor

THE COURT: All right. Well, | thank you al
for your organi zed presentation. | hope | didn't sound too
grouchy at sonme point. But | really -- | feel very confident

that there's going to be nore dialogue in the weeks before
the final hearing on cash collateral usage. | suppose we
need to address that and give you a hearing.

MR, CALI FANG  Yes, Your Honor.

THE COURT: | know that my courtroom deputy
has been in contact with sone of the |awers. You all in
your tinmeline for the bid process wanted an April 22nd
hearing. And | think she reported that | could do Apri
23rd, but not 22nd?

MR CALI FANO The 23rd woul d be better for
ne, Your Honor, because | have a hearing on the 22nd in front
of Judge Everett.

THE COURT: WAiit, you said --

MR, CALI FANC  23rd.

THE COURT: The 23rd is good for you, 22nd
woul d be bad?

MR. ELNER He was agreeing wth you.
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THE COURT: You were agreeing with ne?

MR, CALI FANG Yes, | was.

THE COURT: Okay. So what tine did M.
Ellison tell you?

MR ELNER  9:30 on the 23rd.

THE COURT: 9:30 on April 23rd

And as far as the next cash collateral hearing, did you
have any discussions with Ms. Ellison?

MR, ELNER: That was al so going to be set at
the same hearing on the 23rd.

THE COURT: Ckay.

MR, ELNER. And then second days woul d be on
May 7t h.

THE COURT: May 7th, okay. So that is fine.
And so | assune you're going to put in the interimcash
collateral a deadline for objections to final cash collatera
usage?

Ckay. Al right. Anything el se?

Al right. Wwell, I will be standing by ready to sign
orders. | don't know if you think you'll get to nme tonight
or overnight. | nean, if it's overnight | can sign them and
you'll have themfirst thing in the norning.

MS. WALLACE: Your Honor, we will work to get
those to you tonight.

THE COURT: Ckay. Just -- just so | have a
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clue, | nmean -- do you nean in the next 30 mnutes --

MR, CALI FANG  You can sign them tonorrow.

M5. WALLACE: No, no.

THE COURT: -- or in the next three hours?

M5. WALLACE: For the avoi dance of debt, Your
Honor, we do not need relief in the next 30 minutes. You can
sign them t onorr ow.

THE COURT: Okay. Al right. 1 just wanted
to know what | need to do with ny | aptop

M5. WALLACE: Thank you, Your Honor

THE COURT: GCkay. Thank you. We stand --

MR, CALI FANO  Your Honor, thank you very
much.

MS. WALLACE: Thank you very nuch.

(End of Proceedings.)
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