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PROCEEDI NGS

THE COURT: All right. Well, we have a
setting in the Eiger BioPharna case. W have sort of a
routine admnistrative matter, a notion to set a bar date, as
well as a notion to approve a sale of the Avexitide drug. So
I will start by getting appearances fromlawers in the
courtroom

MR. CURTIN: CGood afternoon, Your Honor
WlliamCurtin fromSidley Austin. |1'mjoined by ny
col | eagues Anne Wallice, Parker Enbry, and Chel sea McManus.
I"malso joined by Doug Stout, our chief restructuring
of ficer, and Paul Coloma from Al varez & Marsal; Craig Warznak
fromSSG and Dr. David Apelian, the CEO of Eiger.

THE COURT: Al right. Wlconme to you all

W'l get other appearances.

MR SM TH.  Good afternoon, Your Honor
Garrick Smith, Miunsch Hardt Kopf & Harr, here along with ny
co-counsel, Daniel Gonzal ez, of Ml and Budw ck, PA on behalf
of the Oficial Conmmittee of Unsecured Creditors.

THE COURT: Ckay. Good afternoon

MR, GONZALEZ: Good afternoon

THE COURT: O her appearances in the
courtroonf

MR. LAMBERSON: Good afternoon, Your Honor

This is Phillip Lanberson on behal f of Amylyx
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Phar maceuticals, which is the buyer for today's sal e hearing.
And then joining us by video is Christine Pirro Schwarzman of
the Ropes & Gray Firm ny co-counsel.

THE COURT: Okay. Welconme to you.

MR, LAMBERSON: Thank you.

THE COURT: All right. It l|ooks |like we have
one nore courtroom appearance.

MS. ROSEN. Thank you. Good afternoon, Your
Honor. Suki Rosen of Forshey Prostok, |ocal counsel for
I nnovatus. And also joining by virtual is Brad O Neill of
Kranmer Levin.

THE COURT: Ckay. Thank you.

| said one nore courtroom appearance, but | didn't see

Ms. Ki ppes back there.

Ms. KIPPES: Thank you, Your Honor. Meredyth
Ki ppes on behal f of the United States Trustee.

THE COURT: Ckay.

Is there anyone on the Wbex who w shes to appear at

this tinme?

M5. VENUS: Your Honor, Margie Venus with
McKool Smith. Yesterday the U S. Trustee appoi nted an
Oficial Equity Security Hol ders Commttee. And we have been
asked to serve as local counsel to Porzio, Bronberg & Newnran.
Pro hac vice notions will be filed shortly for the menbers of

Porzio. In the nean tine, 1'd like to introduce M. David
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Skl ar, who is on via video, who wanted to address the Court
for a few nonents.

THE COURT: Al right. M. Sklar, did you
want to say sonething before we get started, or what?

MR, SKLAR: | -- good afternoon, Your Honor
David Sklar fromPorzio --

THE COURT: And could you speak up a bit?

MR, SKLAR: Sure. Can you hear ne now?

THE COURT: Alittle better, yes.

MR, SKLAR  CGood afternoon, Your Honor. It's
Davi d Skl ar from Porzi o Bromberg.

I think we can address our prelimnary thoughts at the
begi nning of the sale hearing and allow the Court to continue
wi t h appear ances.

THE COURT: Okay. |'msorry, maybe it's just
me. |'mhaving difficulty hearing what you're announcing.

MR SKLAR Is it better now?

THE COURT: A little bit better. ay. If
you coul d just repeat yourself.

MR, SKLAR  Sure, Your Honor. Sorry about the
technical difficulties.

I was just saying that | would be happy to save ny
t houghts for the beginning of the sale -- at the outset of
the sal e hearing, we would announce a few prelimnary

t houghts. | was just happy to allow the Court to continue
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wi th appearances and not -- at this tine.
THE COURT: Ckay. I'Il let all parties make
any opening statement they want. And if |'ve gotten all of
t he appearances at this point -- any other appearances?
MS. WEI SS MANNE: Yes, Your Honor, Beverly
Wi ss Manne. | hope you can hear nme. Beverly Wiss Manne
for various Therno Fisher Scientific entities. W are
contract counterparties.
THE COURT: All right. Thank you.
O her appearances at this tine?
Al right. Wll, M. Curtin, are you going to start us
of f?
MR CURTIN:. Yes, Your Honor.
THE COURT: | don't know if we'll have very
el aborate opening statenents. The papers nmake it look like a
very happy day.
MR CURTIN. W certainly were not planning on
an el aborate or any openi ng statenent.
THE COURT: Ckay.
MR, CURTIN. Again, Your Honor, WIlliam Curtin
fromSidl ey Austin for the debtors. It's good to be back
bef ore you.
If it's okay with the Court, I'Il just provide a very
bri ef update of kind of where we are since the |ast hearing.

THE COURT: Okay.
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MR, CURTIN. And then we can just nove right
into the sale hearing and we'll do the bar date notion |ast,
i f that works.

THE COURT: Ckay.

MR, CURTIN. So as Your Honor alluded to the
headline for today is -- is another exceptional result in our
auction for the Avexitide assets.

So as Your Honor will recall, earlier in the case in
the Zokinvy auction we started with a stal king horse there of
26 mllion. W were able to increase that to a stalking
horse of 30 mllion. And then after the auction, we ended up
with a final purchase price after adjustments of 44.4
mllion. Now, believe it or not, Your Honor, it seens that
arguably we've out done ourselves with this [atest auction.

In the Avexitide auction we started after a pre-auction
process with a stal king horse of $10 nillion for the -- only
for the Avexitide asset. And after an extensive auction that
you'll hear testinony about in a nonent, we ended with a
final bid of $35.1 mllion. So obviously three and a hal f
tinmes the stal king horse. So really --

THE COURT: And that's in addition to
potentially sone cure costs on executory contracts being
assuned?

MR, CURTIN. That's right. About 300, 000,

yes, Your Honor. So really an exceptional result. It wll
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clearly allow for the paynent of all creditors in this case,
bot h secured and unsecured with a rather substantial surplus
for the benefit of equity. So, you know, really a good
coupl e of weeks in the case.
So beyond that, as Your Honor is aware by the

appearances and by the notices that were filed, since the
| ast hearing the U.S. Trustee did appoint two statutory
conmittees. W have the Unsecured Creditors Committee which
is represented here in court. W' ve had a couple of good
calls with counsel to the UCC since they were appointed
about, | guess about two weeks ago. And the Equity Conmittee
was just appointed yesterday afternoon. So we |earned very
informally this norning, heard a runor that Porzio was
retained as counsel. So we're happy to see themas well as
McKool Smith here. (bviously we haven't spoken to themyet.

THE COURT: Yeah. | didn't even see on the
docket that an Equity Conmittee had been appoi nted.

MR, CURTIN. Yeah. It was late in the day
yest erday, Your Honor --

THE COURT: It was late, okay. | didn't see

MR CURTIN. -- when it cane over.
As far as next steps, Your Honor. You know, we are --
we're continuing to work with the conpany on fornulating a

Chapter 11 plan. W will engage with both Conmittees on
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that. We've had prelimnary conversations with the UCC. And
expect to be able to file that in very short order, probably
wi thin the next couple of weeks.

Al so, Your Honor, there is one other -- or a couple of
other remaining issues. One is there are still two
addi tional assets in this estate.

THE COURT:  Uh- huh.
MR, CURTIN: That's Lonafarni b Lanbda

We, Your Honor, may have seen that -- although we do
have sone interest in those assets, we've elected in our
judgment to slightly delay the process on that. But we do --
those are -- we are actively progressing those -- the
mar keting and sal e of those assets and expect to nove forward
on the disposition of those in the very near term

Lastly, Your Honor, you recall the last time | was
bef ore you we argued the 2004 notion. Your Honor shortly
thereafter entered an order directing docunment production
That is proceeding, albeit slowly, on a rolling basis. W
recei ved one production fromlnnovatus shortly after the
Avexitide auction and another late last night. Neither of
t hose productions contain the internal docunents and
communi cations that are really the crux of the matter here.
So we | ook forward to continuing rolling productions.
Hopefully -- hopefully a bit nore quickly so we can nove

forward on that -- on that front
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That's the general status, Your Honor. Unless you have
questions, | can nove on to the Avexitide sale notion

THE COURT: And just to confirm there are no
objections at this point to either your bar date notion or
the Avexitide sale. | saw that there were some linmited
obj ections of executory contract parties. But you've just
agreed to kind of defer --

MR CURTIN  That's correct.

THE COURT: =-- and try to work those out and
if you need to conme back on cure anbunts, you'll cone back?

MR CURTIN. Correct, Your Honor. It's
actually only -- and Ms. Wallice will correct ne if |I'm
wong. But | believe it's only one that actually --

THE COURT: Just one?

MR CURTIN: -- inpacts the Avexitide asset.

THE COURT: Ckay.

MR, CURTIN:. You know, through no fault of any
party, when we del ayed the other two, some of those are
related to those two. So it's really just one. And, yes,
that is how we -- how we plan to handle it.

So | do have a witness in court, Your Honor. And if
Your Honor will allow us, we would like to call Craig Warznak
fromSSG in support of the notion.

THE COURT: All right. Before we do that, if

anyone has a burning desire to tell me sonething before
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hear the evidence, you nay. But, again, | don't see where we
need | engthy opening statenments, if we have no objections

today. So anyone feel the need to put anything on the

record?
MS. WEI'SS MANNE:  Your Honor --
MR, SKLAR:  Your Honor --
THE COURT: Ch, two people tal king at once
W' || hear the executory contract party first.
Ms. Manne.
M5. VEEI'SS MANNE: Thank you, Your Honor. |
will be really brief.
Your Honor, | did want to say that our objection with

respect to the executory contract goes both to the cure
anount and the ternms by which they cure. So the timng and
how it's done and when it's done, not just the amount. W
are working with the debtors and we expect to resolve those.
But | did want to put on the record it's not just an issue as
to how much is owed, it's just how nuch is owed and when it
will be paid and by whom Your Honor. W expect to fully
resol ve those before any cl osing.

THE COURT: Okay. Understood. And so we'll
just stay tuned for, you know, either an announcenent that
that's been worked out with a formof order submitted, or if
we need anot her hearing, we'll conme back for that.

M5. WVEISS MANNE: Thank you.
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THE COURT: All right. M. Sklar, were you
t he one speaking up, as well?

MR. SKLAR  Yes. That was ne, Your Honor

THE COURT: Ckay.

MR. SKLAR  And | think | have a better audio
connection set up now.

THE COURT: Ckay.

MR, SKLAR: | just wanted to make a short --
we just wanted to nmake a short statement. We want to thank
the United States Trustee for keeping the interest of equity
holders in mind in this case and soliciting and appoi nting an
Equity Committee. W also want the conplinent the debtors
team on what's been a very successful sale. W as Porzio
worked with the particular teamfrom Al varez & Marsal before
and are excited to work with them again

As was noted briefly, Porzio was retained by the Equity
Committee this norning. | believe the Comrittee nenbers are
listening in and their nanmes are Adam Gray, Gary Ruby, and
Chris Pareese. W support Your Honor approving this sale.
There appears to be some $25 nmillion of asset value and cash
avail abl e after all secured and unsecured clains are
satisfied in full once this transaction closes.

We have al so spoken to M. Califano fromthe debtors
counsel prior to this hearing. He supports the ful

participation of the Equity Conmittee and understands that we
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are the fulcrumsecurity in the case at this juncture. And
"Il just note at the end, we | ook forward to working with
the debtor and the parties in interest in maxim zing val ue
for all stakehol ders.

THE COURT: Al right. Well, thank you,
M. Sklar. | don't knowif | could have anticipated this --
t hese devel opnents early on in the case. But it's very
interesting, indeed. You know, at the beginning if this case
I was scratching ny head about what was the material adverse
event that caused the default and caused the concern about
value. And, you know, here we are.

MR, SKLAR: Here we are.

THE COURT: Al right. Well, I'manxious to
hear from M. Warznak. So you may approach and I'Il swear
you in and we'll hear the happy report.

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

MR, CURTIN. Your Honor, before |I begin the
questions, | would Ilike to offer into evidence the
decl aration of M. Warznak in support of our notion to
approve the sale of the Avexitide assets, which is filed on
t he docket at docket nunber 361.

THE COURT: Al right. 1 did see that before
com ng out today. | assune there's no objection, since he's

avai l abl e to cross-exani ne?
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Al right. That will be admtted.
MR, CURTIN.  Thank you.

CRAI G WARZNAK

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 M. Warznak, can you please state and spell your
full name for the record

A Yes. First name is Craig, Gr-a-i-g, last nane
Warznak, Wa-r-z-n-a-k

Q And can you briefly describe to the Court your
educati onal and professional background?

A Yes. | have an undergraduate business degree from
Georgetown University. And | have 18 years of mergers and
acquisitions and transaction rel ated experience. 10 of
t hose, over 10 of those which have been focused on
restructuring. |In addition to ny investnent banking
experience, | have served in investing roles in private
equity and with corporations.

Q And where do you currently work?

A I currently work for SSG Capital Advisors for over

Q And what's your current position at SSG?

A Seni or vice president.
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Q Al right. Have you narketed conpanies or their
assets for sale in the past?

A | have, yes.

Q About how nmany tines?

A Approxi mately 75 compani es or assets.

Q And what percentage of those were distressed
conpani es or distressed assets?

A Approxi mately half to two-thirds.

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

A | have, yes.

Q About how many times?

A Approxi mately 30.

Q And were you involved -- have you been involved in
the marketing and selling assets of Bi oPharnma conpani es?

A Yes. Over the past 2 years our firm has conducted
sal es for six BioPharma conpanies, in addition to other
earl y-stage heal thcare and nedi cal device conpanies. And the
firmhas additional experience in healthcare and life
sci ences beyond the past two years.

Q And can you briefly describe sone of the unique
consi derati ons when marketing Bi oPharma assets?

A Absol utely. So early-stage Bi oPharma conpani es
cone with a high degree of risk. Additionally, the assets

they are devel oping require significant amounts of capital to

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 393 Filed 07/01/24 Entered 07/01/23 16:36:48
Main Document  Page 15 of 38

get through the devel opnent. And once through devel opnent
there's additionally a high degree of uncertainty on whether
or not they'll receive approval and ultimately reach the
commer ci al i zati on or revenue-produci ng phase.

Q Al'l right. Can you -- noving on to this case. Can
you briefly describe the post-petition marketing process for
the Avexitide asset?

A Absolutely. So our firm SSG and nyself conducted
a thorough marketing process, reaching out to both
stragetics, including pharma conpani es, Big Pharnm, other
bi ophar naceuti cal conpani es and financial investors. And in
total contacting approximately 300 parties that fit the
description that | just nentioned.

Q And were you personally involved in that process?

A I was. | was personally involved in devel oping the
marketing plan. Directly outreached to interested and
potential buyers. Assisting to nanage the due diligence
process and ultimate negotiation of the transaction

Q And as a result of that process, how many bids were
received for the Avexitide asset?

A W received two bids in a conpetitive stal king
horse process. Spruce Biosciences ultimtely being naned as
the stal king horse. And Anylyx as a qualified bidder

Q And based upon the recei pt of those bids, did

you -- did SSG decide to reconmmend to the debtor to conduct
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an auction?

A Yes, we did.

Q And were you involved in the Avexitide auction?

A I was. So | was responsible for preparing for the
auction, reviewi ng the stal king horse and qualified bid APA
to ensure that the bids were being conmpared at auction on a
like-for-like basis. And ny colleague, Scott Victor
conduct ed the auction.

Q Ckay. And what was the -- what was the stal king
horse bid and then what was the opening bid at the auction?

A Yes. The stal king horse bid was $10 nmillion. And
the opening bid to Anylyx at the start of the auction was
$10.4 nillion

Q And what type of consideration were the parties
of fering through the process of the auction?

A The parties were bidding in all cash.

Q Can you explain to -- or describe to the Court what
happened at the Avexitide auction?

A Yes. Over the span of approxinmately 3 hours we
went through 122 rounds of bidding with Amylyx ultimtely
beconi ng the wi nning bidder at 35.1 nmillion plus the cure
costs that you had di scussed earlier.

Q And was there al so a back-up bidder at the
concl usi on of that auction?

A There was. Spruce acknow edged their status as
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back-up bidder at a value of $35 million

Q Okay. M. Warznak, based upon your 10 years of
experience in the restructuring industry and 18 years in
total in banking and successfully marketing conpani es, do you
bel i eve that the post-petition marketing process and the
auction here were conducted in accordance with the bidding
procedures approved in this case?

A Yes, | do.

Q And do you believe that the sale that we seek to,
the debtors seek to approve today represents the hi ghest and
best value available to the debtors' estate for the Avexitide
asset ?

A Absol utely.

Q And why do you think that?

A We did conduct a very thorough marketing process
for the Avexitide asset, resulting in two bids that included
a conpetitive stal king horse process. W had a | engthy
auction of 122 rounds that ultimately resulted in what we
believe is a val ue-naxin zing winning bid that nore than
tripled the original stalking horse offer

MR, CURTIN:. Your Honor, | don't have any
addi ti onal questi ons.

THE COURT: Al right. Wo has
cross-exam nation for M. Warznak?

Anyone?
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And maybe you're going to get to this wth another
witness. But | cannot renenber the stal king horse bid
protections in place on this one.

MR CURTIN. W can do it -- well, we can get
toit with --

THE COURT: Ckay. | just wanted to nake sure
we had a record of --

MR, CURTIN:. Yeah, no problem |It's in the
decl aration, but we can actually hit that.

THE COURT: Ckay.

Q Can you tell -- did the Spruce -- did the Spruce
stal ki ng horse APA include bid protections?

A It did. It included a flat $300,000 term nation
fee.

Q And did it include any expense rei nbursenent or
anyt hi ng el se beyond that 300, 000?

A It was not. That was waived. It was $300, 000
only.

Q And is that the reason why the initial bid to
Ayl yx was 400,000 instead of 100 -- I'msorry, it was
$400, 000 over the 10 million as oppose to 100?

A That's correct. So the Anylyx opening bid was 10
mllion to match the stal king horse; $300,000 to cover the
termnation fee plus $100, 000 which was the m ni mum bid

i ncrenent .
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THE COURT: Okay. Al right. Well, thank
you. We appreciate your testinony, as well as your effort,
your's and M. Victor's efforts here.

THE W TNESS: Thank you

THE COURT: Thank you.

MR, CURTIN.  Your Honor, if | could turn it
over to mny colleague, Ms. Wallice, who will address the rest
of the notion.

THE COURT: Okay. Ms. Wallice.

M5. WALLICE: Good afternoon, Your Honor

THE COURT: Good afternoon

M5. WALLICE: For the record, Anne Wallice of
Sidl ey Austin on behalf of the debtors.

Your Honor, we are here today to seek approval of the
Avexitide sale to Anylyx Pharmaceuticals on the terns and
conditions set forth in the APA, which was filed at docket
number 350, Exhibit A

One note that has come up with respect to our prior
sale, the Zokinvy sale. Wth respect to closing conditions,
we do have two consents. One for Stanford. One with respect
to University of Pennsylvania and the Children's Hospital of
Phi | adel phia. |'mhappy to report that not only do we not
expect any issues or delays with respect to those consents,
we' ve actually already received consent from Stanford shortly

before the hearing. So we are noving very quickly towards
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cl osi ng.

THE COURT: Ckay.

MS. WALLICE: So as you heard from
M. Warznak, we did have a very active process here
I ncreased the value of the sale. The sale order, which was
filed at docket nunmber 366, Exhibit A, reflects coments from
Ayl yx. We've al so shared that order with the UST who had no
commrents to the proposed sale order. Additionally, we
recei ved comments | ast night fromlnnovatus' counsel. And
the formof order that was filed reflects those comments.

THE COURT: Ckay.

MS. WALLICE: | understand that we are signed
off with respect to the secured | enders on the form of order
One additional point that | did want to flag. There is an
I nnovat us pay down included in that formof order. That is
on page 27 of docket number 33. W are providing for the pay
down of $12 million fromthe proceeds of the Avexitide sale.

And if Your Honor would permt ne, | just would like to
wal kK through why 12 nillion

THE COURT: Ckay.

M5. WALLICE: So as the Court knows, the
debtors and the secured | enders are currently engaged in
ongoi ng settlenent discussions related to Innovatus' overal
claim Wiile we disagree on the overall conmponents of that

claim we do want to nove those discussions forward. So
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t hrough a conbination of the two pay downs as well as the
escrowed funds fromthe Zokinvy sale, we believe the 12
mllion pay down will conpletely cover |nnovatus' possible
claim

So the full claimwould include the principal, pre- and
post-petition cash and PIK interest, post-petition default
interest at the contract rate, the pre-paynent fee, the exit
fee, as well as costs associated with the potentia
i ndemmi fi cation obligations. Obviously all parties reserve
all rights with respect to whether or not those are viable
conponents of the claim But just in an effort to advance
di scussi ons, ensure that the secured | enders are adequately
protected as we nove through this process, we are reserving
for all of those anopunts.

THE COURT: Ckay
M5. WALLICE: Wth respect to the

i ndemmi fi cation. The debtors propose to set aside a mllion
in legal fees under that indemification. And the reason for
that is if there are actual |osses to the secured | ender
under the indemification, there's a standard carveout that
the debtors would not be responsible to cover those |osses.
If there are no | osses and the secured | enders do seek
rei mbursenent through their indemification, the only cost
woul d be legal fees. So that's the reason for the $1 nmillion

set aside for those |egal fees.
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THE COURT: Ckay.

M5. WALLICE: So just to kind of give the
overal | nunbers. The full possible claimwthout
i ndemmi fication costs is about 47.2 million. Wth the
i ndemmi fication reservation, that's 48. 2.

THE COURT:  Uh- huh.

MS. WALLICE: Innovatus has received the $15
mllion pay down fromthe Zokinvy sale, which has left 33.2
mllion. A further $12 mllion pay down fromthe Avexitide
sale would bring that total claimto 21.2 mllion. Pursuant
to the Zokinvy sale order we escrowed, the net --

THE COURT: Wiit. Say that again. They
received 15 mllion already --

M5. WALLICE: Yes.

THE COURT: -- fromthe Zokinvy sale.

M5. WALLICE: We woul d propose to pay 12
mllion fromthe Avexitide sale.

THE COURT: That's 27 nmillion

MS. WALLICE: So 33.2 and then another $12
mllion pay down off the 33.2.

THE COURT: Ckay.

MS. WALLICE: So that brings it to 21.2
mllion. And the pursuant to the Zokinvy sale order, the
debtors did escrow the net Zokinvy sale proceeds in a

separate account which is subject to |Innovatus' liens. And

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 393 Filed 07/01/24 Entered 07/01/23 16:36:48
Main Document  Page 23 of 38

that escrow currently holds 21.6 mllion

THE COURT: Ckay.

M5. WALLICE: Wth that, unless Your Honor has
any further questions, we would ask that the Court enter the
proposed order.

THE COURT: All right. Anybody want to weigh
in about the requested relief or form of order?

MR, O NEILL: Your Honor, Brad O Neill on
behal f of Innovatus. |If | could be heard briefly?

THE COURT: Okay. |I'msorry, we -- we're
going to allow courtroomcoments first before Webex.

MR, O NEILL: Very well

THE COURT: So, counsel, did you want to --

MR, GONZALEZ: Yes. Cood afternoon, Your
Honor. Dani el Gonzal ez on behal f of the UCC.

| just want to conplinent the debtors on the auction
process. The UCC is obviously very happy with the outcone of
the Avexitide sale. It does appear, assuning closing occurs,
that the unsecured creditors will receive full payment on
their clainms plus interest. At this point we're going to
wait to see what happens with the plan and what's proposed
and work with the debtor and the debtors' counsel. 1 also
want to thank the debtors' counsel for being open and
responsive to the Committee. They've spoken with us a nunber

of times since being appointed. And we've very nuch
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appreciated working with themso far

THE COURT: (Okay. That's very good to hear
MR, GONZALEZ: Thank you.

THE COURT: Al right. Now, M. ONeill, |

think that's all of our courtroomconments, maybe. Go ahead.

MR. O NEILL: Good afternoon
THE COURT: Good afternoon.

MR O NEILL: It was interesting -- | had not

pl anned to speak today. W, l|ike everyone el se, are pl eased

with the results of the auction. But the comments that you

just heard fromthe debtor | think require a response.

THE COURT: Ckay. |If you could speak up a

little. You know, maybe it's just nme today having trouble.

But if you could help ne out and speak a little | ouder.

MR ONEILL: | will, Your Honor, Is that
better?

THE COURT: Alittle better, yes.

MR, O NEILL: Ckay. | apologize. | know
M. Sklar had difficulty too.

W were not aware -- as Ms. Wallice told you, the order

provides for a pay down. W were not aware that the order

woul d provide for a pay down or the debtor intended to nake a

pay down until |ate yesterday afternoon when we received,

wi t hout announcenent, the form of order which provided for

it.

W did not at the tine receive the explanation that you
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just received about the basis for the ampbunt of the pay down.
And so it's a little disquieting to hear that presented to
you for the first tine rather than to us.

And we al so were surprised to hear again today for the
first tine that as a result of the sale, the debtor expects
the case to be solvent. And has told M. Sklar that it's $20
mllion solvent. Now, we could hear it today. But the point
is that we're not getting current comunication fromthe
debtor. And we think that's unfortunate. W think in Iight
of the condition of the estate, people need to pay attention
to the continued accrual of expenses, including interest,
which in the case of our loan is significant, particularly in
the context of a solvent case.

And we -- consistent with the concerns you expressed at
the 2004 hearing, we don't want avoi dabl e expenses, |ike
interest, to consune creditor or equity recoveries.

Simlarly --

THE COURT: WAiit. Say again what you just
said. Again, | apologize if, you know, this judge is |osing
her hearing. Wat did you just say about your concern about
post-petition interest or expenses?

MR O NEILL: Well, we've received -- | mean,
Ms. Wallice went through an extensive conputation for you
about what's been paid and what's ow ng, which they did not

present to us and whi ch we have not considered or agreed to.
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And in any event, | think what we can all agree on is that a
significant portion of our claimrenains outstanding and
accruing interest. And accruing interest at a significant
rate in part because this is a solvent case. So it's not
just interest at the regular rate, which is 12 plus percent,
but default interest.

THE COURT: Maybe. Maybe according to the
Layman case. But, you know -- probably, but maybe. There's
a Fifth Grcuit case on that from nmany years ago.

MR. O NElILL: The point being that maybe --
maybe the estate should be incurring those expenses and maybe
it shouldn't, right. And that's a discussion, | think, that
needs to be had with -- after full disclosure of information
right. And that's not -- it's not an issue for today, but
it's an issue for the forthcom ng weeks. And | think Your
Honor shoul d expect us to be back in front of you on that
front.

Simlarly, we now have not one but two Conmittees in a
case -- in a liquidating case where a lot of the Iiquidation
has al ready occurred. And so that naturally raises a
question about what people are going to be doing, howto
avoi d duplication, and how to prevent professional fees from
consum ng creditor recoveries.

So, again, this is not a today issue. But --

THE COURT: Isn't -- isn't that -- isn't that
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the Unsecured and the Equity Committees' concerns, not the
very over-secured lender? |1'mjust trying to understand
t hat .

MR O NEILL: | think it's a concern for al
st akehol ders, Your Honor.

THE COURT: There's plenty of noney --

MR O NEILL: And sonething --

THE COURT: WAit. How much have we realized
bet ween these two sal es?

MR. O NEILL: The debtors haven't given us a
full accounting.

THE COURT: We have 35 million plus 44
mllion.

M5. WALLICE: That's correct, Your Honor. And
in the escrow from Zokinvy is approxinmately, | believe that
was 21.6 mllion. And | don't have the nunbers w th respect
to the Avexitide, but we expect that to be over 30 nmillion

THE COURT: Yeah. |'mjust trying to, you
know, understand what |I'm m ssing here. | nean, they have
offered to pay you down 27 nillion and keep plenty of noney
in escrow to make sure the rest is paid. And we're tal king
about close to $80 million total that have been realized.
You're going to get paid in full, whatever the anount is
that's allowed at the end of the day. And | don't know what

that amount is going to be. |'mtrying to understand the
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reason for your comments. What am | mi ssing?

MR O NEILL: M conments -- well, my comments
are a result of several things. First, we're not getting a
consistent flow of information fromthe debtors, which we
shoul d be.

THE COURT: You're not getting -- I'msorry
We've got an I T person coming in here to nmake sure it's not
an equi prent problemat ny end, my trouble hearing you.

Ckay. Repeat what you were just saying.
MR O NEILL: | said, AL we're not getting a

consistent flow of information fromthe debtors, which we

should be. | think that's undi sputable. And, two, the
anounts that they've agreed to pay down so far are -- well,
of course we don't object to a pay down. | think the

estates, the various parties to the estate need to think
about whether the continued accrual of interest is something
that they want to incur. That's all. |'mjust nmaking a
statement, Your Honor. 1'mnot asking you to make a ruling.
And that together with the additional professionals raises
the issue of what -- of the continued expenditures on behal f

of the estate and whether they are -- what is the right thing

for the estate to be doing? | don't think Your Honor needs
to decide that. | just think it's an issue going forward in
the case.

THE COURT: All right. Well -- anything else
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from anyone? Anyone wish to --

MALE SPEAKER:  Your Honor, | just wanted to
correct sonmething. | know we're just junping into this case
and we just -- we were retained this norning.

The figure | stated was a projection based on | ooking
at the sales and the docunents that are before the Court. |
don't want to give the inpression that we're getting
information fromthe debtor that the lender is not. That was
not -- | didn't state that we received that information from
the debtor. And | don't want to nake that appearance. |
just want to correct the statenent that was nmade. But we
al so l ook forward to working with all of the parties as we
junp into this case. But | just wanted to nmake that clear.

THE COURT: Okay. Thank you.

Anyone el se?

Al right. Well, before | give a ruling on the sane
notion, were you going to make a separate presentation on the
bar order thing? Am| forgetting? Did you already present
t hat ?

M5. WALLICE: Your Honor, we have not.

THE COURT: Ckay.

MS. WALLICE: M col |l eague, M. Enbry, will
handl e the bar date notion.

THE COURT: COkay. Well, we'll get to that in

a mnute. | was just nmaking sure we didn't forget.
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Al right. well, first and forenbst, | will note that
noti ce of the sale procedures and request for approval of the
sal e today of the Avexitide asset was consistent, in
conmpliance with the Bankruptcy Code and Rules and it was in
all ways reasonable. The evidence was quite conpelling that
there was both a sound business justification to go forward
with the sale. And it was also conpelling that we had a
ful some marketing process of this asset, there being evidence
that nore than 300 parties were contacted by SSG W
obviously had a stal king horse, Spruce. W had the conpeting
bid of Anylyx and 122 rounds of bidding. And this process
yielded an ultimte proposed purchase price of 35.1 million
pl us sone cure costs that will be included in that.

The Court finds based on the evidence presented both by
testinony, as well as the declarations, that this is a fair
price and that we have a good-faith purchaser for value with
Anmylyx. |t appears that the auction process was in all ways
fair.

I will approve as a good-faith purchaser for val ue
Amrylyx at the bid price of 35.1 million plus the cure costs.
And | will also approve as a good-faith purchaser for value
Spruce at their back-up bid of 35 mllion plus cure costs, if
for any reason the sale to Anylyx does not close as
anticipated. Assunming it does close as anticipated, | do

approve the payment of the bid protections negotiated with
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Spruce, finding that they certainly provided value in this
process through their stal king horse role.

Wth regard to the proposed di sbursenent of the sale
process as have been outlined here by Ms. Wallice, | do
approve the di sbursenment of fees as she has descri bed.
think it is a fair offer of adequate protection, if you will,
to I nnovatus. And obviously this is without prejudice to
anyone down the road argui ng about the size of the Innovatus
clai mand paynent of other anpunts potentially to it.

Wth regard to the executory contracts that are
proposed to be assuned. | do approve, | guess there are
certain executory contracts that we did not have objectors
on, right, we just are down to this one?

M5. WALLICE: That's correct, Your Honor. The
TFS entities are the only objecting parties that are at issue
in the sale.

THE COURT: All right. So | approve, as an
exerci se of good business judgnment, the assunption and
assi gnnent and cure anounts that have been proposed with
regard to the various executory contracts, carving out, of
course, the one that you're still working on as outlined here
t oday.

So with that, | do have your formof order. | haven't
studied every line of it, but | understand, you know, wth

the exception of these |nnovatus comments that everything has
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been worked out, and so | will approve the substance of it
and | ook for you to upload it. Al right.

M5. WALLICE: Thank you, Your Honor

THE COURT: Al right. Thank you.

Now, shall we turn to M. Enbry on the bar date?

M5. WALLICE: Yes. Thank you, Your Honor

THE COURT: Thank you.

MR, EMBRY: GOod afternoon, Your Honor
Par ker Enbry, for the record, of Sidley Austin representing
the debtors.

THE COURT: Good afternoon

MR. EMBRY: This should be short and
unevent ful , hopefully.

But we filed the bar date notion at docket nunber 309
on June 2nd. W, by that notion, are requesting a genera
bar date of July 22nd and a governnental bar date of
Sept enber 30th. The formof order is standard for this
District. W' ve received no objections. W also reviewed --
or provided this to the United States Trustee upon filing.
Recei ved no coments. And ny understanding is the Conmittee
al so has no conments to the formof order. So you have no
obj ection before you, Your Honor

There is one item| wanted to flag for you. And | have
aredline to the extent you need it. But we -- during the

pendency of this case -- and |'Il provide it, if you would
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like it. During the pendency of this case and really while
the notion has been on file, KCC, our clains agent, has
rebranded, is the proper term and it is now going by Veritas
G obal . Because of that, the actual formof order and the
exhi bits, that hopefully you will sign |ater today, have
repl aced any nmention of KCC with their new nane. That
includes the email, the attention Iine on mailing address,
and the case website. | have a red line for you, if you
would like to reviewit.

May | approach?

THE COURT: Sure.

MR, EMBRY: It nmight hel p when you receive the

order.

THE COURT: Yes. | was not aware of the new
name, rebranding as you call it. So | might have been
conf used.

MR, EMBRY: So, again, that would be the only
change to the form of order you reviewed. That includes the
exhibits; which is the bar date notice, the publication
notice, and the form of proof of claim

W' ve received no objections and we'd respectfully
request you enter the order. And we will get going on
getting this out.

THE COURT: (Okay. And Septenber 30th, that's

probably exactly 180 days after the case was fil ed?
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MR EMBRY: It is, Your Honor
THE COURT: GCkay. That's the main thing
know Ms. Ki ppes was focused on, or one of the main things.

Al right. Anyone have anything to say? Again, the
Committee will confirmthey' re good with it.

MR GONZALEZ: No objection fromthe
Conmi tt ee.

THE COURT: The Unsecured Creditors Committee,
| shoul d say.

MR, GONZALEZ: No objection fromthe UCC, Your
Honor .

THE COURT: Ckay. All right.

Well, if there are no other coments, | certainly find
this to be a well-founded notion, good cause. These dates
seem reasonable. So | do approve, again, July 22nd, 4 p.m
Central Tine as the deadline for non-governmental proofs of
clai m and Septenber 30th for governmental entity proofs of
claim

Al right. Very good. Well, |I've kind of gotten a
little bit of a preview, M. Curtin. 1Is there anything else
you wanted to --

MR, CURTIN. No. Nothing fromthe debtors,
Your Honor. Thank you for your time this afternoon
THE COURT: All right. Well, | wll just

reiterate, this was such good news to read about and hear
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about. And, you know, | certainly take to heart, 1'll say to
M. O Neill, conments about concerns about, you know,
prof essional s fees and whatnot. But just to kind of, | don't

know, explain some of ny questions back to him and any
concern | mght have expressed, you know, | -- this is in the
for-what-it's-worth category for all parties in negotiating.

| remain baffled, shall we say, that it ever cane to
this, a bankruptcy filing. | just, you know, when | see the
kind of value that two of the four drugs have yiel ded and,
you know, there's going to be enough to pay unsecured
creditors in full, and whatever the secured claimis in full
and val ue down to the equity, you know, I'm-- again, I'm
just thinking out loud. Didit ever have to cone to this?
You know, the debtor kind of suggested that on day one,
right, that they had sone sort of gane plan for a capita
infusion in place. And | guess |nnovatus wasn't receptive to
that. Well, okay. But then the default was decl ared and now
ook at all of this val ue.

So if we have administrative expenses, you know, gee
whi z, part of that is because we have a bankruptcy. And
guess what, we have nore val ue than maybe we thought, certain
peopl e t hought we were going to have. And, guess what, we
have an Unsecured Creditors Conmittee. You know, there's a
need for that where there's val ue beyond secured cl ai ns.

And, guess what, now we have an Equity Committee. Because,
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guess what, there's a need for that, if they suddenly becone
the ful crumsecurity, as we say.

So I"'mjust trying to understand where everyone's
coming from And so don't |et ny grunpiness be
m sunderstood. |I'mthrilled. 1 amthrilled with SSG and,
you know, all of the professionals involved on behalf of the
debtor, and the debtors' nanagenent and board. Ww, talk
about pulling a rabbit out of the hat. You know, we just --
it's wonderful. But, you know, | just, again, a situation
like this makes me wonder, you know, why are we here? Wy
couldn't this have been worked out outside of court?

So, again, I'll maybe see evidence one day that will
hel p me understand, because |I'mjust the person back here.
not the person hearing everything going out outside of court.
But, you know, just | hope everyone gets reasonabl e outside
the courtroom And, you know, when we're talking about the
size of this claim and default interest, and prepaynent
penalties, et cetera, et cetera, because your Judge is just
wondering, did there ever need to be a case? Was an event of
default really -- | just don't understand what pronpted

things. But nmaybe | will one day. GCkay.

So | hope that helps. ['Il hear the evidence. But it
just appears -- well, we had a contested cash collatera
hearing. Don't let themuse cash collateral. Maybe we

should just liquidate. What if | had accepted that argunment?
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1 W have an appeal of ny cash collateral order. W have an
2 appeal of a notion to transfer venue. Let's just be

3 productive, everybody. Ckay.

4 Agai n, congratulations on this good result and we'l]l
5 1look for your orders.

6 MR, CURTIN: Thank you, Your Honor

7 (End of Proceedings.)
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