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12 A Y e s , I h a v e . 

13 Q C a n y o u t e l l t h e C o u r t , p l e a s e , w h a t 

14 t h e b u s i n e s s p l a n s o f t h e r e o r g a n i z e d c o m p a n i e s a r e 

15 i n t h e e v e n t t h e C o u r t w e r e t o c o n f i r m t h i s p l a n ? 

16 A Y e s , T h e n e w b u s i n e s s e s o f t h e 

17 r e o r g a n i z e d K a i s e r w i l l c o n s i s t o f e i t h e r t h r e e o r 

18 f o u r b u s i n e s s e s . T h e t h r e e b u s i n e s s e s i n c l u d e t h e 

19 E a g l e M o u n t a i n p r o j e c t , w h i c h h a s b e e n d e s c r i b e d b y 

2 0 M r . M c C a . l l i n p r e v i o u s t e s t i m o n y , w h i c h b a s i c a l l y i s * 

21 t h e r a i l h a u l o f m u n i c i p a l t r a s h f r o m t h e 

22 m e t r o p o l i t a n a r e a s u r r o u n d i n g L o s A n g e l e s a n d S a n 

2 3 D i e g o i n t o a r e m o t e d e s e r t s i . t e , w h i c h i s the s i t n o f 

2 4 o l d K a i s e r i r o n o r e m i n e s n e a r D e s e r t C e n t e r , 

2 5 C a l i f o r n i a . K a i s e r s t i l l o w n s t h e 5 2 - m i l e r a i l r o a d 
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3 3 

1 w h i c h d e l i v e r s - - w h i c h u s e d t o h a u l i r o n o r e f r o m 

2 t h e m i n e . 

3 K a i s e r ' s i n t e r e s t , a s M r . M c C a 3 1 

4 i n d i c a t e d , i s i n t h e f o r m o f t h e l e a s e a n d r o y a l t y 

5 p a y m e n t s o n t h a t l e a s e a m o u n t i n g t o 8 p e r c e n t o f a l l 

6 o f t h e g a r b a g e d e l i v e r e d t o t h a t s i t e . I t h a s 

7 a d v a n c e r o y a l t y a n d g u a r a n t e e d m i n i m u m r o y a l t i e s 

8 b e g i n n i n g i n t h e t h r e e y e a r s . 

9 Q C a n y o u g i v e t h e C o u r t s o m e m a g n i t u d e 

10 o n w h a t t h a t m e a n s ; t h a t i s , h o w m u c h g a r b a g e i s 

11 a v a i l a b l e t o b e h a u l e d i n t h e a r e a ? W h a t ' s t h e 

12 c a p a c i t y f o r h a u l a g e ? W h a t ' s t h e c a p a c i t y f o r t h e 

1 3 p i t , a n d h o w d o e s t h a t t r a n s l a t e i n t o d o l l a r s ? C a n 

14 y o u g i v e u s s o m e q u a n t i f i c a t i o n ? 

1 5 A Y e s . T h e b u s i n e s s p l a n o f M R C , w h i c h 

16 we h a v e a q r e e d w i t h , p r o p o s e s a s t a r t - u p a n d 

17 b r e a k e v e n p o i n t o f 4 , 0 0 0 t o n s o f g a r b a g e t o b e h a u l e d 

.18 a d a y . T h e b r e a k e v e n p o i n t a p p e a r s , t o d a y , t o b e 

19 a r o u n d t h e $ 2 6 a t o n r a n g e . T h e S C A G r e p o r t , w h i c h 

2 0 M r . M c C a l l r e f e r r e d , t o h a s v a l i d a t e d a p e r t o r i p r i o n 

21 i n t h e 3 5 t o $ 4 0 a t o n r a n g e . 

2 2 Q T h a t ' s t h e S o u t h e r n C a l i f o r n i a 

2 3 A s s o c i a t e d G o v e r n m e n t s w h e n y o u s a y S C A G ? 

24 A T h a t ' s c o r r e c t . 

2 5 Q T h a n k y o u . 
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3 4 

1 A I t i s a n t i c i p a t e d t h a t t h e s t a r t - u p 

2 w a l l b e a p p r o x i m a t e l y 4 , 0 0 0 t o n s a d a y . T h e a c t u a l 

3 l i m i t i n g f a c t o r , w i t h o u t e x t e n s i v e a d d i t i o n a l c a p i t a l 

4 i n f u s i o n , i s t h e a b i l i t y o f t h e r a i l r o a d t o h a u l 

5 e n o u g h r a i l r o a d c a r s , t h a t o c c u r s a t a p p r o x i m a t e l y 

6 1 6 , 0 0 0 t o n s o f g a r b a g e a d a y . A t 1 6 , 0 0 0 t o n s o f 

7 g a r b a g e a d a y , i t i s e s t i m a t e d t h a t t h e p i t s , i n 

8 t h e i r p r e s e n t c o n f i g u r a t i o n , h a v e a u s e f u l l i f e i n 

9 e x c e s s o f 1 0 0 y e a r s . T h e d o l l a r v o l u m e t o K a i s e r i s 

1 0 a c o m p l e t e n e t r e v e n u e . T h e r e a r e n o c o s t s 

11 a s s o c i a t e d w i t h i t a t a l l . A t t h e 1 6 , 0 0 0 - t o n - a - d a y 

12 m a x i m u m c a p a c i t y , a n d a t t h e $ 4 0 t i p f e e , t h e a n n u a l 

1 3 r e v e n u e t o K a i s e r i s a p p r o x i m a t e l y $ 1 6 m i l l i o n a 

1 4 y e a r . 

1 5 A t t h e 4 , 0 0 0 - t o n s t a r t - u p p r o j e c t i o n , 

1 6 i f we a r e a b l e t o a c h i e v e t h e $ 4 0 a t o n t i p f e e , i s 

17 i n t h e 4 t o $ 4 1/2 m i l l i o n r a n g e p e r y e a r . 

18 T H E C O U R T : W h a t w a s t h e o t h e r f i g u r e , . 

1 9 M r . S t o d d a r d ? 

2 0 T H E W I T N E S S : A t t h e 1 6 , 0 0 0 l e v e l ? 

2 1 T H E C O U R T : Y e s , s i r . 

2 2 T H E W I T N E S S : A t 1 6 , 0 0 0 t o n s a d a y , 

2 3 t h e n e t r e v e n u e t o K a i s e r a t $ 4 0 a t o n t i p f e e i s 

2 4 a p p r o x i m a t e l y $ 1 6 m i l l i o n a y e a r . 

2 5 Q ( B y M r . C h r i s t e n s e n ) C a n y o u d e s c r i b e 
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v e r y b r i e f l y t h e n e e d f o r s u c h a f a c i l i t y i n t h e 

a r e a , p a r t i c u l a r l y w i t h r e f e r e n c e t o t h e c i t y a n d 

c o u n t y o f L o s A n g e l e s ? 

A Y e s . T h e C i t y o f L o s A n g e l e s , i n 

p a r t i c u l a r , h a s b e e n u n a b l e t o p e r m i t a n y a d d i t i o n a l 

l a n d f i l l s p a c e i n r e c e n t y e a r s a n d i t i s a n t i c i p a t e d 

a n d f o r e c a s t e d a t t h e i r c u r r e n t l e v e l s t h a t t h e C i t y 

o f L o s A n g e l e s w i l l b e e n t i r e l y o u t o f l a n d f i l l s p a c e 

i n e a r l y 1 9 9 ? . . 

T h e C i t y o f L o s A n g e l e s c o n t r o l s t o d a y 

a p p r o x i m a t e l y 6 , 0 0 0 t o n s o f g a r b a g e p e r d a y a n d w a n t s 

t o c o m m i t t o 3 , 0 0 0 - - t o a c a p a c i t y o f n e w l a n d f i l l 

o f 3 , 0 0 0 t o n s p e r d a y . T h e r e a s o n t h e y a r e u n w i l l i n g 

t o c o m m i t b e y o n d t h e 3 , 0 0 0 - t o n f i g u r e i s t h e y h a v e a 

g o a l o f a c h i e v i n g 5 0 p e r c e n t r e d u c t i o n i n g a r b a g e b y 

r e c y c l i n g . 

T o d a y i n t h e C a l i f o r n i a a r e a s , t h e 

m a x i m u m s u c c e s s o f r e c y c l i n g r e s t s i n t h e 17 t o 13 

p e r c e n t l e v e l , s o a c o n t r a c t w i t h t h e C i t y o f L o s 

A n g e l e s , i n my o p i n i o n , w o u l d b e s i g n i f i c a n t l y h i g h e r 

t h a n t h e 3 , 0 0 0 t o n s a d a y . I n a d d i t i o n , i n t h e 

b r o a d e r S o u t h e r n C a l i f o r n i a m e t r o p o l i t a n a r e a s , i t i s 

e s t i m a t e d u n d e r t h a t s a m e S C A G r e p o r t t h a t t h e r e w i l l 

b e n e w g a r b a g e o f 5 0 , 0 0 0 t o n s a d a y , w h i c h c u r r e n t l y 

h a s n o l a n d f i l l t o u s e f o r t h a t d i s p o s a l . T h a t i s 
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3 fi 

i 

1 s i m p l y t h e n e w g a r b a g e , n o t a s s u m i n g t h a t t h e K a i s e r 

2 l a n d f i l l c u t s i n t o a n y o f t h e e x i s t i n g m a r k e t s h a r e . 

3 Q H a v e t h e r e b e e n a n y d i s c u s s i o n s w i t h 

4 t h e a u t h o r i t i e s i n R i v e r s i d e C o u n t y w i t h r e s p e c t t o 

5 p e r m i t t i n g t h i s p r o j e c t ? 

6 A Y e s . T h e r e h a v e b e e n s i g n i f i c a n t 

7 d i s c u s s i o n s b y K a i s e r a n d b y MRC o v e r t h e l a s t s i x 

8 m o n t h s . T h e C o u n t y o f R i v e r s i d e i s v e r y s u p p o r t i v e 

9 o f t h e K a i s e r p r o j e c t f o r t w o r e a s o n s : O n e , a l a r g e 

1 0 p o r t i o n o f R i v e r s i d e C o u n t y i s i n t h e d e s e r t a n d i t 

11 i s n o t a n e c o n o m i c a l l y h e a l t h y g e o g r a p h i c a l a r e a . 

12 F o r t h a t r e a s o n , t h e t a x r e v e n u e s t h a t w i l l b e 

1 3 g e n e r a t e d b y t h i s p r o j e c t w i l l b e o f s u b s t a n t i a l h e l p 

14 t o t h e C o u n t y o f R i v e r s i d e a n d s p e c i f i c a l l y t o t h e 

1 5 a r e a s u r r o u n d i n g E a g l e M o u n t a i n a n d D e s e r t C e n t e r . 

1 6 S e c o n d l y , m a n y o f t h e c o n s t i t u e n t s o f 

17 t h e g o v e r n m e n t a l a u t h o r i t i e s a r e f o r m e r K a i s e r 

18 e m p l o y e e s a n d K a i s e r r e t i r e e s a n d t h e y a r e v e r y 

1 9 a n x i o u s t o d o w h a t e v e r t h e y c a n d o t o a s s i s t i n t h e 

2 0 r e t u r n o f c e r t a i n o f t h e b e n e f i t s a n d t h e o t h e r 

2 1 o p p o r t u n i t i e s t h o s e K a i s e r r e t l r e e s h a v e l o s t . 

2 2 Q F i n a l l y , w i t h r e s p e c t t o E a g l e 

2 3 M o u n t s i n b u s i n e s s i n t h e d i s c l o s u r e s t a t e m e n t , t h e 

2 4 D e b t o r p l a c e d a g o i n g - f o r w a r d v a l u e o n t h e p r o j e c t o f 

2 5 $ 3 0 m i l l i o n , a p p r o x i m a t e l y . C a n y o u t e l l t h e C o u r t 
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1 h o w t h a t n u m b e r w a s d e r i v e d ? 

2 A Y e s . T h a t n u m b e r w a s a r r i v e d a t b y a 

3 d i s c o u n t e d p r e s e n t v a l u e o f t h e c a s h f l o w a n t i c i p a t e d 

4 f r o m t h e E a g l e M o u n t a i n p r o j e c t . I t e s t i m a t e d i n t h e 

5 f i r s t y e a r o f o p e r a t i o n a t 2 , 0 0 0 t o n s a d a y , n o t t h e 

6 4 , 0 0 0 - t o n - a - d a y o p e r a t i n g l e v e l . D u r i n g t h e f i v e 

7 y e a r f o r e c a s t , I b e l i e v e t h e m a x i m u m t h a t i t h i t w a s 

8 6 2 0 0 t o n s o f g a r b a g e a d a y a n d b a s i c a l l y c o n t i n u e d o n 

9 a f t e r t h a t f i v e - y e a r f o r e c a s t f o r t h e l i f e o f t h e 

10 p r o j e c t , l a g g i n g s o m e w h a t b e h i n d t h e MHC p r o j e c t i o n s . 

11 Q T h a t i s t a k i n g a m o r e c o n s e r v a t i v e 

12 v l e w ? 

1 3 A T h a t ' s c o r r e c t . A s s u m i n g b a s i c a l l y 

14 t h e s a m e b u s i n e s s p l a n , b u t t h a t i t w o u l d t a k e a 

15 l o n g e r p e r i o d o f t i m e t o a c h i e v e t h o s e l e v e l s . 

16 Q W h a t d i s c o u n t r a t e d i d y o u t h e n a p p l y 

17 t o t h o s e c a s h f l o w s ? 

18 A 17 p e r c e n t . 

19 Q A l l r i g h t . T h a t ' s t h e b u s i n e s s o f 

2 0 E a g l e M o u n t a i n . C a n y o u d e s c r i b e t h e o t h e r b u s i n e s s 

21 p l a n s o f t h e c o m p a n y s h o u l d t h e c o n f i r m a t i o n b e 

2 2 a 3 l o w e d ? 

2 3 A Y e s . T h e s e c o n d m a j o r b u s i n e s s t h a t 

24 i s b e f o r e t h e C o u r t f o r a p p r o v a l t o d a y i s a j o i n t 

2 5 v e n t u r e w i t h t h e L u s k C o m p a n y . T h a t j o i n t v e n t u r e 
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3 8 

1 w i l l c a l l f o r t h e c l e a n u p a n d d e v e l o p m e n t o f a l l o f 

2 K a i s e r ' s r e a l e s t a t e i n t h e F o n t a n a a r e a . K a i s e r 

3 c u r r e n t l y o w n s a p p r o x i m a t e l y 8 5 0 a c r e s o f r e a l 

4 e s t a t e , i n c l u d i n g a n d s u r r o u n d i n g t h e o l d K a i s e r 

5 S t e e l m i l l . I n a d d i t i o n , K a i s e r h a s l a w s u i t s c a l l i n g 

6 f o r t h e r e t u r n o f o t h e r a c r e a g e s u r r o u n d i n g t h a t s i t e 

7 w h i c h w o u l d c a l l f o r a t o t a l r e a l e s t a t e d e v e l o p m e n t 

8 i n t h e n e i g h b o r h o o d o f 1 2 0 0 a c r e s i f a l l o f t h a t r e a l 

9 e s t a t e w e r e r e t u r n e d . 

1 0 Q L e t me i n t e r r u p t y o u f o r . j u s t a 

11 s e c o n d . D o e s t h a t p r o p e r t y o f w h i c h y o u d i s c u s s e d 

12 t h e p o t e n t i a l r e t u r n i n c l u d e t h e p r o p e r t y t h a t M r . 

13 B u g g t a l k e d a b o u t i n h i s o p e n i n g s t a t e m e n t , t h e W e s t 

14 E n d p r o p e r t y ? 

1 5 A Y e s , i t d o e s i n c l u d e t h e 2 4 0 a c r e s 

1 6 k n o w n a s t h e W e s t E n d o p t i o n . 

1 7 Q T s t h e a g r e e m e n t c o n d i t i o n e d o n 

18 r e c o v e r y o f t h a t p r o p e r t y , o r w i l l i t g o f o r w a r d i. f 

1 9 t h e p r o p e r t y i s n o t r e c o v e r e d ? 

2 0 A N o . T h e a g r e e m e n t s w e r e n o t 

2 1 c o n d i t i o n e d u p o n t h e r e t u r n o f t h e W e s t E n d p r o p e r t y . 

2 2 T h e r e a r e r e a l l y t w o s e p a r a t e a g r e e m e n t s : O n e 

2 3 c a l l i n g f o r t h e d e v e l o p m e n t o f t h e W e s t E n d p r o p e r t y , 

24 a n d t h e s e c o n d c a l l i n g f o r t h e d e v e l o p m e n t o f t h e 

2 5 m i l l s i t e i t s e l f . 
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( 3 0 3 } 4 2 4 - 2 2 17 



3 9 

1 I t w a s s p e c i f i c a l l y d e s i g n e d t h a t w a y 

2 s o a s t o a l l o w t h e r e a l e s t a t e d e v e l o p m e n t o f e i t h e r 

3 t h e W e s t E n d o r t h e m i l l s i t e , a n d , o b v i o u s l y , 

4 p r e f e r a b l y , b o t h p r o p e r t i e s i n t a n d e m , b u t n e i t h e r 

5 o n e i s d e p e n d e n t o n t h e o t h e r . 

6 Q W e l l , we w i l l g e t t o i t l a t e r . T h e 

7 c a s h f l o w s , t h e f i v e - y e a r p r o j e c t i o n s f o r t h e 

8 r e o r g a n i z e d c o m p a n y , d o e s i t i n c l u d e a n y p r o f i t o r 

9 s a l e f r o m t h e W e s t E n d p r o p e r t y ? 

10 A N o . T h e p r o j e c t i o n t h a t i s i n c l u d e d 

11 i n t h e d i s c l o s u r e s t a t e m e n t i n c l u d e s n o p r o f i t s 

1 2 w h a t s o e v e r f r o m t h e d e v e l o p m e n t o f a n y r e a l e s t a t e , 

13 i n c l u d i n g t h e W e s t E n d p r o p e r t y . 

14 Q O k a y . I am s o r r y . H a v i n g d i v e r t e d t o 

15 t h a t p o i n t , c o u l d y o u c o n t i n u e y o u r e x p l a n a t i o n f o r 

1 6 t h e C o u r t o f t h e i n d u s t r i a l p a r k d e v e l o p m e n t . 

17 A Y e s . T h e r e a l e s t a t e d e v e l o p m e n t 

18 w o r k s i n t h e f o r m o f a t r a d i t i o n a l j o i n t v e n t u r e 

19 w h e r e K a i s e r h a s r e c e i v e d a c a p i t a l a c c o u n t c r e d i t 

2 0 f o r t h e c o n t r i b u t i o n o f i t s l a n d s t o t h e j o i n t 

2 1 v e n t u r e . T h a t c a p i t a l a c c o u n t c r e d i t i s a t a r a t e o f 

22 $ 1 . 3 6 p e r f o o t . T h e L u s k C o m p a n y h a s a g r e e d t o 

2 3 p r o v i d e 3 9 c e n t s a f o o t f o r t h e c l e a n u p o f t h e 

24 p r o p e r t y . S p r e a d o v e r t h e e n t i r e a c r e a g e , t h a t 

2 5 p r o v i d e s f o r a n i n f u s i o n o f $ 4 4 m i l l i o n f o r t h e 
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4 0 

1 c l e a n u p o f t h e p r o p e r t y . T h a t 8 9 c e n t s w i l l r e d u c e 

2 K a i s e r c a p i t a l a c c o u n t s u c h t h a t i t s r e m a i n i n g 

3 c a p i t a l a c c o u n t w o u l d b e t h e n e t . v a l u e r e l a t e d t o t h e 

4 t h e n c 1 e a n e d - u p p r o p e r t y . T h a t n e t c a p i t a l a c c o u n t 

5 w o u l d b e a p p r o x i m a t e l y $ 9 1/2 m i l l i o n . 

6 K a i s e r r e t u r n f r o m t h e d e v e l o p m e n t o f 

7 t h i s r e a l e s t a t e t a k e s t h r e e f o r m s . T h e e a r l i e s t 

8 p r o b a b l e r e t u r n t o K a i s e r w i l l b e a n y s a v i n g s t h a t 

9 c a n b e a c h i e v e d i n t h e c l e a n u p o r r e m e d i a t i o n o f t h e 

1 0 p r o p e r t y . S o , f o r e x a m p l e , i f we a r e a b l e t o c l e a n 

11 u p t h e p r o p e r t y a t $ 3 0 m i l l i o n , t h e e x c e s s o f t h e 4 4 

12 m i l l i o n t h a t L u s k w i l l m a k e a v a i l a b l e o v e r t h e a c t u a l 

13 c l e a n u p c o s t s w i l l b e d i s t r i b u t e d t o K a i s e r . T h e 

14 f i r s t i n s t a l l m e n t o f t h a t , e q u a l t o 5 0 p e r c e n t , w i l l 

1 5 b e p a y a b l e u p o n t h e t i m e t h a t we h a v e e n t e r e d i n t o 

16 t h e r e m e d i a l a c t i o n p l a n w i t h t h e D e p a r t m e n t o f 

17 H e a l t h S e r v i c e s . T h e r e a f t e r , t h e r e m a i n i n g a m o u n t 

18 w i l l b e d i s t r i b u t e d t o K a i s e r i n t h r e e e g u a l 

19 i n s t a l l m e n t s t o i n s u r e t h a t t h e a c t u a l c o s t s a r e i n 

2 0 l i n e w i t h t h e b u d g e t u n d e r t h e r e m e d i a l a c t i o n p l a n . 

2 1 T h e s e c o n d f o r m o f d i s t r i b u t i o n t o 

22 K a i s e r w i l l b e t h e r e t u r n o f t h e c a p i t a l a c c o u n t o f 

2 3 $ 9 1/2 m i l l i o n w h i c h wi. 11 o c c u r p r o r a t a a s 

24 p r o p e r t i e s a r e s o l d , b u t i n n o e v e n t — I b e l i e v e , i t 

2 5 i s m o r e t h a n f i v e y e a r s a f t e r t h e f o r m a t i o n o f t h H 
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4 1 

1 . j o i n t v e n t u r e . 

2 T h i r d l y , t h e p r o f i t s f r o m t h e s a l e o f 

3 t h e r e a l e s t a t e w i l l b e s h a r e d 5 0 p e r c e n t t o t h e L u s k 

4 o r g a n i z a t i o n a n d 5 0 p e r c e n t t o K a i s e r . T o g i v e u s 

5 s o m e i d e a o f t h e p o t e n t i a l m a g n i t u d e o f t h a t p r o f i t , 

6 t h e L u s k o r g a n i z a t i o n i s t h e m a j o r o w n e r o f t h e 

7 c o m p a n y o f a v e r y s i m i l a r p r o j e c t c a l l e d t h e 

8 C a l i f o r n i a C o m m e r c e C e n t e r . T h e C a l i f o r n i a C o m m e r c e 

9 C e n t e r i s a p p r o x i m a t e l y f o u r o r f i v e m i l e s f r o m t h e 

1 0 K a i s e r s i t e . I t i s c u r r e n t l y s e l l i n g c o m p a r a b l e 

11 i n d u s t r i a l s i t e s i n t h e $ 6 a f o o t r a n g e . I t i s 

12 a n t i c i p a t e d t h a t c l e a n u p c o s t s a n d d e v e l o p m e n t c o s t s 

13 w i l l b e i n t h e $ 2 r a n g e , 8 9 c e n t s f o r t h e c l e a n u p 

14 c o s t s a n d a p p r o x i m a t e l y $ 1 a s g u a r e f o o t f o r t h e r e a l 

15 e s t a t e d e v e l o p m e n t a n d , u s i n g a 1 9 8 8 v a l u e o n t h e 

1 6 s a l e o f t h a t l a n d o f $ 6 a f o o t , t h e p o t e n t i a l p r o f i t s 

17 a r e a b o u t $ 8 5 m i l l i o n . 

18 Q D o e s t h e o v e r a l l I . u s k t r a n s a c t i o n a l s o 

19 i n v o l v e a l o a n b y t h e L u s k C o m p a n y t o t h e r e o r g a n i s e d 

2 0 D e b t o r ? 

23 A Y e s . T h e p r o p o s a l a s s u b m i t t e d t o t h e 

2 2 C o u r t r e q u i r e s t h e L u s k o r g a n i z a t i o n t o m a k e a $ 3 

2 3 m i l l i o n l o a n t o K a i s e r . A s i t h a s b e e n r e n e g o t i a t e rl 

24 i n r e c e n t w e e k s a n d a s s u b m i t t e d t o t h e C o u r t 

2 5 y e s t e r d a y , t h a t l o a n a m o u n t h a s b e e n i n c r e a s e d t o $ 5 

M T D Y E T T R E P O R T I N G S E R V I C E 
( 3 0 3 ) 4 2 4 - 2 2 1 7 



4 2 

1 m i l l i o n . 

2 Q A n d c o n f i r m a t i o n i s r e q u i r e d a s p a r t 

3 o f t h e t u s k a g r e e m e n t ? 

4 A T h a t ' s c o r r e c t . 

5 Q A n d a s p a r t o f t h e l o a n ? 

6 A T h a t ' s c o r r e c t . 

7 Q D o e s t h e D u s k a g r e e m e n t , a s w e l l a s 

8 t h e d e v e l o p m e n t o f t h e i n d u s t r i a l p a r k i t s e l f , a s 

9 w e l l a s t h e p l a n , a l l c o n t e m p l a t e a n a g r e e m e n t w i t h 

1 0 t h e D e p a r t m e n t o f H e a l t h S e r v i c e s , a c o n s e n t o r d e r , 

1 1 i f y o u w i l l , f o r t h e c l e a n u p o f t h e p r o j e c t ? 

1 2 A Y e s , i t d o e s . 

13 Q Do y o u h a v e a c o p y o f t h a t c o n s e n t 

1 4 o r d e r i n f r o n t o f y o u a s E x h i b i t N o . 1 , D e b t o r 

1 5 E x h i b i t N o . 1 ? 

1 6 A Y e s , I d o . 

17 Q I s t h a t y o u r s i g n a t u r e a t t h e b a c k ? 

1 8 A Y e s , i t i s . 

1 9 Q I s t h a t t h e c o n s e n t o r d e r p r o v i d e d f o r 

2 0 b y t h e p l a n a n d a g r e e d t o b y t h e D e b t o r a n d b y t h e 

2 1 C a l i f o r n i a D e p a r t m e n t o f H e a l t h S e r v i c e s ? 

2 2 A T h a t ' s c o r r e c t . 

2 3 MR. C H R I S T E N S E N : I w o u l d m o v e t h e 

2 4 a d m i s s i o n o f E x h i b i t N o . 1. I h a v e c o p i e s i f y o u 

2 5 w a n t . 
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4 3 

1 MR. Q U T N N : N o o b j e c t i o n . 

2 T H E C O U R T : I t w i l l b e r e c e i v e d . 

3 Q ( B y M r . C h r i s t e n s e n ) A l l r i g h t . T h a t 

4 c o v e r s E a g l e M o u n t a i n a n d t h e i n d u s t r i a l p a r k . W h a t 

5 w o u l d b e t h e n e x t b u s i n e s s o f t h e r e o r g a n i s e d 

6 c o m m i t t e e , n e x t , i n t e r m s o f y o u r d i s c u s s i o n ? 

7 A T h e t h i r d b u s i n e s s t h a t we a r e 

8 p r o p o s i n g h a s b e e n s u b m i t t e d t o t h e C o u r t , I b e l i e v e , 

9 y e s t e r d a y i n t h e f o r m o f a p r e l i m i n a r y l e t t e r o f 

1 0 i n t e n t f o r t h e m o d e r n i z a t i o n a n d u p g r a d i n g o f o u r 

11 a g u e o u s w a s t e t r e a t m e n t p l a n b o r d e r i n g t h e m i l l s i t e 

1 2 i n F o n t a n a . 

13 T h a t a g u e o u s w a s t e t r e a t m e n t p l a n t h a s 

14 b e e n i n b u s i n e s s w i t h K a i s e r , a n d i t c o n t i n u e s i n 

35 b u s i n e s s t o d a y , b u t h a s b e e n i n b u s i n e s s f o r o v e r 4 0 

16 y e a r s . I t h a s p r i m a r i l y t r e a t e d t h e o i l y a n d a c i d 

1 7 w a s t e g e n e r a t e d b y t h e s t e e l m i l l . C u r r e n t l y , we a r e 

13 u n d e r c o n t r a c t w i t h C a l i f o r n i a S t e e l I n d u s t r i e s k n o w n 

19 a s C S T , f o r t h e t r e a t m e n t o f t h e i r w a s t e g e n e r a t e d 

2 0 f r o m t h e r o l l i n g m i l l w h i c h K a i s e r s o l d t o t h e m i n 

2 3 t h e e a r l y ' 8 0 s . 

2 2 We h a v e r e q u e s t e d t h i s C o u r t ' s 

2 3 a p p r o v a l t o e n t e r i n t o a 7 5 - d a y p e r i o d w i t h A m e r i c a n 

2 4 New C a m p o u t o f P a r a m u s , New J e r s e y . T h e y o p e r a t e 

2 5 s e v e r a l d i f f e r e n t t y p e s o f w a s t e t r e a t m e n t f a c i l i t i e s 
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4 4 

1 a r o u n d t h e c o u n t r y a n d h a v e a p l a n t t h a t w i l l s e r v e 

2 a s t h e m o d e l f o r K a i s e r ' s u p g r a d e d a n d m o d e r n i z e d 

3 p l a n t i n D e t r o i t , M i c h i g a n . T h e y a r e c u r r e n t l y 

4 p r o p o s i n g t o p r o v i d e a l l o f t h e e n g i n e e r i n g s t u d i e s , 

5 t h e m a r k e t s t u d i e s , a n d t h e d e s i g n c o n t r a c t s f o r t h a t 

6 p r o p o s e d w a s t e t r e a t m e n t p l a n . T h a t w a s t e t r e a t m e n t 

7 p l a n t w i l l i n i t i a l l y p r o v i d e t h r e e s e r v i c e s t o t h e 

8 c o m m u n i t y s u r r o u n d i n g F o n t a n a . 

9 F i r s t . , i t w i l l c o n t i n u e t o s e r v i c e t h e 

1 0 w a s t e g e n e r a t e d b y C S T . S e c o n d l y , t h e t e c h n o l o g y 

11 t h a t e x i s t i n t h e A m e r i c a n N e w C a m p f a m i l y o f 

1 2 c o m p a n i e s w i l l a l l o w K a i s e r t o s e l f - r e m e d i a t e , i n 

13 e s s e n c e , t o c l e a n u p o u r o w n e n v i r o n m e n t a l d a m a g e t o 

14 a l a r g e e x t e n t , a n d h a v e t h e a b i l i t y t o b r i n g t h a t 

1 5 c l e a n u p i n a t w h a t we h o p e t o b e a s u b s t a n t i a l l y 

1 6 r e d u c e d c o s t . 

17 T h i r d l y , t h e i n d u s t r i a l p a r k t h a t i a 

18 p r o p o s e d a s p a r t o f t h e T.usk o r g a n i s a t i o n r e a l e s t a t e 

1 9 r e d e v e l o p m e n t i s i n t e n d e d t o b e a m a g n e t f o r w a s t e 

2 0 p r o d u c e r s t o t h a t i n d u s t r i a l p a r k . T h a t w i l l b e v e r y 

2 1 b e n e f i c i a l t o K a i s e r i n t w o s e p a r a t e a r e a s . O n e , 

2 2 s t u d i e s h a v e s h o w n t h a t t h o s e t y p e o f w a s t e 

2 2 g e n e r a t o r s w h o h a v e a o n - s i t e t r e a t m e n t p l a n t c a n b e 

2 4 e x p e c t e d t o p a y $ 1 t o $ 2 m o r e p e r s g u a r e f o o t I n t h e 

2 5 r e t a i l s a l e s o f t h a t l a n d , 5 0 p e r c e n t o f w h i c h w o u l d 
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a t t r i b u t e t o K a i s e r ' s p r o f i t - s h a r i n g i n t e r e s t s i n t h e 

r e a l e s t a t e j o i n t v e n t u r e . O b v i o u s l y , t h a t a l s o 

w o u l d , i n t u r n , g e n e r a t e a d d i t i o n a l r e v e n u e s f o r t h e 

w a s t e t r e a t m e n t p l a n t , w h i c h i t i s a n t i c i p a t e d t h a t 

K a i s e r a l s o w o u l d o w n a 5 0 p e r c e n t s h a r e i n . T h o s e 

s t u d i e s h a v e j u s t b e g u n . A n d we a r e a n t i c i p a t i n g 7 5 

d a y s o f e x c l u s i v e n e g o t i a t i o n s w i t h t h e A m e r i c a n New 

C a m p o r g a n i z a t i o n . 

Q A l l r i g h t . Y o u s a i d t h e r e m a y 

p o s s i b l y b e a f o u r t h b u s i n e s s i n y o u r c u r r e n t p l a n s ? 

A Y e s . A s t h e d i s c l o s u r e s t a t e m e n t 

p r o v i d e s , o n e o f t h e v a l u a b l e r e s o u r c e s r e m a i n i n g i n 

t h e K a i s e r p r o p e r t i e s i s o u r o w n e r s h i p o f 

a p p r o x i m a t e l y 51 p e r c e n t o f t h e F o n t a n a U n i o n W a t e r 

C o m p a n y . Wa t e r i s a n i n c r e d i b l y s c a r e r e s o u r c e i n 

S o u t h e r n C a l i f o r n i a . T h e n a t u r e o f F o n t a n a U n i o n 

W a t e r C o m p a n y i s t h a t o f a m u t u a l w a t e r c o m p a n y . T t , 

i n e s s e n c e , a l l o w s t h e s h a r e h o l d e r t o r e c e i v e w a t e r 

a t c o s t a n d i t ' s t y p i c a l l y u s e d b y t h a t s h a r e h o l d e r , 

a n d w a s i n d e e d u s e d b y ?! a i s e r d u r i n g t h e o p e r a t i o n s 

o f t h e s t e e l m i l l w h e n t h e y h a d i n c r e d i b l e n e e d s f o r 

l a r g e q u a n t i t i e s o f w a t e r . * K a i s e r u s e o f t h a t w a t e r 

h a s b e e n r e l a t i v e l y d o r m a n t i n r e c e n t y e a r s . 

H o w e v e r , t h e r e i s a v e r y a c t i v e l e a s i n g m a r k e t i n f h H 

S o u t h e r n C a l i f o r n i a a r e a f o r s h a r e s o f s t o c k , t o 
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4 6 

1 p r o v i d e w a t e r a t c o s t . T h e c o s t o f o u r w a t e r i s 

2 a p p r o x i m a t e l y $ 4 7 p e r a c r e - f o o t a n d a n y a l t e r n a t i v e 

3 s o u r c e o f w a t e r i s w e l l i n e x c e s s o f $ 1 0 0 o r g r e a t e r , 

4 i n t h e $ 1 5 0 r a n g e . 

5 K a i s e r ' s s h a r e o f t h e w a t e r t h a t ' s 

6 g e n e r a t e d b y F o n t a n a U n i o n W a t e r C o m p a n y i s 

7 a p p r o x i m a t e l y 1 5 , 0 0 0 a c r e - f e e t o f w a t e r a y e a r a n d T 

8 b e l i e v e t h a t w i l l b e u t i l i z e d t o g e n e r a t e a 

9 s i g n i f i c a n t r e v e n u e s t r e a m s o t h a t , i n e f f e c t , 

1 0 K a i s e r , t h r o u g h t h e l e a s e o f i t s s h a r e s o f F o n t a n a 

11 U n i o n , w i l l b e i n t h e w h o l e s a l e w a t e r d i s t r i b u t i o n 

12 b u s i n e s s . I t h a s n o t y e t b e e n d e t e r m i n e d w h e t h e r we 

1 3 w i l l e n g a g e i n t h a t b u s i n e s s o r n o t . 

14 Q I s t h e r e a m a r k e t f o r t h e s t o c k t h a t 

1 5 i s f o r s a l e a s o p p o s e d t o l e a s e ? 

16 A Y e s , t h e r e a r e a c t i v e m a r k e t s , b o t h i n 

17 t h e s a l e o f s t o c k o f t h a t n a t u r e o r i n t h e l e a s e o f 

18 t h e s t o c k . 

1 9 Q C a n y o u g i v e t h e C o u r t t h e i n d i c a t i o n 

2 0 o f t h e v a l u e o f t h a t s t o c k i n t h a t m a r k e t , b o t h t o d a y 

21 a n d a s y o u s e e i t i n t h e f u t u r e ? 

2 2 A Y e s . T h e v a l u e , t h e a c t u a l v a l u e o n a 

2 3 s a l e s b a s i s t o d a y , i s v e r y h a r d t o d e t e r m i n e . I c a n 

24 g i v e y o u t h e h i s t o r y o f s o m e o f t h e n e g o t i a t i o n s 

2 5 w h i c h ?r a i s e r h a s e n t e r e d i n t o a n d h a s n o t r e a c h e d a n y 
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4 7 

t s a t i s f a c t o r y c o n c l u s i o n f r o m K a i s e r ' s p e r s p e c t i v e . 

2 T h e C i t y o f F o n t a n a h a s b e e n t h e m o s t 

3 a c t i v e c i t y w i s h i n g t o a c q u i r e t h a t w a t e r s t o c k . 

4 T h e y i n i t i a l l y s u b m i t t e d a f o r m a l o f f e r t o K a i s e r 

5 c a l l i n g f o r t h e p u r c h a s e f o r t h a t s t o c k o f $ 1 0 

6 m i l l i o n . I n t h a t s a m e m e e t i n g , t h e y a c k n o w l e d g e d 

7 t h a t t h e c i t y c o u n c i l h a d a u t h o r i z e d t h e m t o i n c r e a s e 

8 t h a t b i d t o $ 1 2 m i l l i o n , a n d t h e y n e v e r d i d u p t h e i r 

9 o f f e r t o $ 1 2 m i l l i o n . 

1 0 A t t h a t p o i n t i n t i m e , we t o l d t h e m w e 

11 w e r e n o t i n t e r e s t e d i n t h e s a l e , b u t w e ' r e m o r e 

12 i n t e r e s t e d i n a l e a s e a r r a n g e m e n t w i t h a p o s s i b l e 

13 s a l e a t a l a t e r d a t e . D i s c u s s i o n s c e n t e r e d a r o u n d 

14 t h a t l e a s e a r r a n g e m e n t a n d we a l s o h a d e x p l o r a t o r y 

15 d i s c u s s i o n w i t h f o u r o t h e r m u n i c i p a l i t i e s : O n t a r i o , 

1 5 C h i n o , I b e l i e v e U p l a n d s , i t m i g h t h a v e b e e n 

17 R e d l a n d s . A n d t h e C u c a m o n q a W a t e r D i s t r i c t . 

1 8 T h o s e f o u r p a r t i e s h a v e j o i n e d 

19 t o g e t h e r a n d h a v e e x p r e s s e d a g r e a t d e a l o f i n t e r e s t 

2 0 i n t h e l o n g - t e r m l e a s e o f t h a t w a t e r s t o c k . T h e r e 

2 1 h a v e b e e n n o d i s c u s s i o n s w i t h t h a t p a r t i c u l a r g r o u p 

2 2 a b o u t s a l e o f t h e w a t e r s t o c k . 

2 3 S u b s e q u e n t l y , t h e C i t y o f F o n t a n a c a m e 

24 i n a n d r e q u e s t e d t h e a b i l i t y t o m a k e a n o f f e r f o r t h e 

2 5 l o n g - t e r m l e a s e o f t h a t w a t e r s t o c k r e s u l t i n g i n t h e 
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; 4 8 

1 e v e n t u a l s a l e . T h e l a s t n u m b e r t h a t t h e y p r o p o s e d t o 

2 u s , b y t h e i r o w n a d m i s s i o n , h a d a p r e s e n t v a l u e o f 

3 $ 1 5 m i l l i o n , I b e l i e v e t h e r e — i n e x c e s s o f $ 1 5 

4 m i l l i o n . A n d a l s o , t h e y i n d i c a t e d t o u s t h a t t h e y 

5 h a d a n a u t h o r i t y f r o m t h e c i t y c o u n c i l t o i n c r e a s e 

6 t h a t b y a $ 5 m i l l i o n n u m b e r wh j c h w o u l d b e p a y a b l e i n 

7 t h e f i v e - y e a r , w h i c h , b y my c a l c u l a t i o n s , w h i c h w e r e 

8 s l i g h t l y m o r e c o n s e r v a t i v e t h a n t h e i r s , c o m e s u p t o 

9 b e t w e e n 1 7 1/2 m i l l i o n a n d $ 1 8 m i l l i o n t o t a l , i n 

1 0 t o t a l v a l u e . 

11 We h a v e , a t t h a t t i m e , i n d i c a t e d t h a t 

1 2 t h a t f o r m o f a n a r r a n g e m e n t w a s p r o b a b l y n o t 

1 3 s a t i s f a c t o r y t o K a i s e r a t t h a t p o i n t i n t i m e . 

14 Q B e c a u s e t h e a m o u n t w a s t o o s m a l l ? 

1 5 A T h a t ' s c o r r e c t . S i n c e t h e n , we h a v e 

1 6 e x p l o r e d v a r i o u s a r r a n g e m e n t s o f o t h e r o p p o r t u n i t i e s 

17 t o f i n a n c e t h a t w a t e r s t o c k a n d t o u s e t h a t a s a 

18 b a s i s o f c a p i t a l a n d o t h e r r e v e n u e s t r e a m f o r t h e n e w 

1 9 K a i s e r . We h a v e b e e n a p p r o a c h e d b y t h e m u n i c i p a l 

2 0 p e o p l e o f P r u d e n t . i a l - R a c h e , w h o h a v e i n d i c a t e d t h a t 

2 1 t h e y a r e a d v i s e r s , f i n a n c i a l a d v i s e r s f o r t h e C i t y o f 

2 2 C h i n a a n d C i t y o f F o n t a n a a n d h a v e i n d i c a t e d t h a t 

2 3 t h e y w o u l d h a v e t h e a b i l i t y t o f i n a n c e t h a t i n t h e 

24 $ 2 5 m i l l i o n r a n g e , i f t h e C i t y o f C h i n o o r t h e C i t y 

2 5 o f F o n t a n a w e r e i n t e r e s t e d i n p u r c h a s i n g a t t h a t 
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A 9 

1 r a n g e . 

2 î h e y a l s o h a v e i n d i c a t e d t h a t t h e y 

3 f e l t t h e r e m a y b e a p u b l i c m a r k e t f o r a f i n a n c i n g 

4 t h a t w o u l d b e s p o n s o r e d b y Kaiser, a n d t h e f i n a n c i n g 

5 p r o c e e d s w o u l d g o d i r e c t l y t o K a i s e r i n a p p r o x i m a t e l y 

6 t h e s a m e r a n g e , i f K a i s e r c o u l d e n t e r i n t o a 

7 l o n g - t e r m l e a s e c o n t r a c t w i t h s o m e o t h e r m u n i c i p a l i t y 

8 w h i c h w o u l d , o f c o u r s e , b a c k t h e b o n d . 

9 We a l s o h a v e b e e n i n c o n t a c t w i t h 

10 a n o t h e r p r i v a t e w a t e r c o m p a n y b y t h e n a m e o f S u b u r b a n 

11 W a t e r C o m p a n y t h r o u g h t h e L u s k C o m p a n y , e x p l o r a t i o n 

12 o f t h e v a l u e o f t h a t c o n t r a c t . T h e y h a v e r e c e n t l y 

13 b e e n - - a c q u i r e d w a t e r a t a r a n g e t h a t w o u l d a p p r o a c h 

14 $ 2 m i l l i o n a n n u a l l y t o K a i s e r i f i t w e r e t o e n t e r 

15 i n t o , e x c u s e me, i d e n t i c a l c o n t r a c t s . A n d we a l s o 

16 h a v e b e e n i n c o n t a c t w i t h c e r t a i n w a t e r b r o k e r s w h o 

17 h a v e s t a r t e d t h e e x p l o r a t i o n a n d s t a r t e d t h e 

18 c o m p i l a t i o n o f c o m p a r a b l e s a l e s a n d c o m p a r a b l e l e a s e s 

19 i n S o u t h e r n C a l i f o r n i a . 

2 0 I t i s my o p i n i o n t h a t , g i v e n e n o u g h 

2 1 t i m e , a n d t h a t m a y t a k e 6 m o n t h s t o 1 2 m o n t h s , t h a t 

2 2 we s h o u l d b e a b l e t o r e a l i z e v e r y c l o s e t o t h e 1 9 8 4 

2 3 a p p r a i s e d v a l u e o f t h a t w a t e r s t o c k , o f $ 2 7 . 8 

2 4 m i l l i o n . 

2 5 Q Wh e n y o u s a y " g i v e n e n o u g h t i m e , " t h a t 
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5 0 

t i s , 6 t o 1 2 m o n t h s , i s i t a n i m p o r t a n t c o m p o n e n t o f 

2 t h a t t i m e t h a t t h e p r o s p e c t i v e p u r c h a s e r s w i t h w h i c h 

3 y o u ' d e a l m u s t h a v e t h e b e l i e f t h a t y o u d o n ' t h a v e t o 

4 s e l l t h e s t o c k ? 

5 A A b s o 1 u t e 1 y . 

6 Q T h a t i s , i f t h e y k n e w y o u h a d t o s e . i l 

7 i t , t h e v a l u e w o u l d n o t b e a s h i g h a s i f t h e y 

8 b e l i e v e d y o u c o u l d h o l d o n t o t h e w a t e r , i n y o u r 

9 . j u d g e m e n t ? 

1 0 A T h a t ' s c o r r e c t . 

1 1 Q H a v e y o u d o n e c a s h f l o w s w i t h r e s p e c t 

1 2 t o t h e r e o r g a n i z e d c o m p a n i e s , i f t h i s C o i i r t w e r e t o 

13 a l l o w c o n f i r m a t i o n , s h o w i n g t h e e x p e c t e d n e t r e c e i p t s 

14 a s w e l l a s t h e e x p e n d i t u r e s g o i n g f o r w a r d a f t e r 

15 c o n f i r m a t i o n f o r t h e c o m p a n y ? 

1 6 A Y e s , we h a v e . 

1 7 Q D o y o u h a v e t h a t i n f r o n t o f y o u a s a n 

18 e x h i b i t ? I t s h o u l d b e m a r k e d . 

19 A Y e s , I d o . 

2 0 Q T h a t i s D e b t o r E x h i b i t N u m b e r 2 ? 

2 1 A T h a t ' s c o r r e c t . 

2 2 Q W e r e t h o s e e s t i m a t e s p r e p a r e d b y 

2 3 e m p l o y e e s d i r e c t l y u n d e r y o u r s u p e r v i s i o n a n d 

24 c o n t r o l ? 

2 5 A Y e s , t h e y w e r e . 
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5 1 

1 Q A n d h a v e t h e y b e e n r e v i e w e d b y y o u ? 

2 A Y e s , t h e y h a v e . 

3 Q A n d t h e y c o n t a i n y o u r p r o j e c t i o n s o f 

4 t h e s e b u s i n e s s p l a n s y o u h a v e j u s t i d e n t i f i e d g o i n g 

5 f o r w a r d ? 

6 A T h a t i s c o r r e c t . 

7 Q F o r w h a t p e r i o d o f t i m e ? 

8 A F i v e y e a r s . 

9 Q A r e t h e s e t h e s a m e p r o j e c t i o n s t h a t 

1 0 w e r e c o n t a i n e d i n t h e d i s c l o s u r e s t a t e m e n t ? 

11 A T h a t ' s c o r r e c t . 

1 2 Q Y o u h a v e — a l s o h a v e t h e d i s c l o s u r e 

1 3 s t a t e m e n t i n f r o n t o f y o u m a r k e d a s a n e x h i b i t ? 

1 4 A Y e s . 

1 5 Q I s i t N o . 3 ? 

16 A N o . I a m s o r r y , t h e s u m m a r y o f c a s h 

17 f l o w s w a s m a r k e d s e p a r a t e l y a s D e b t o r E x h i b i t N o . 3. 

I B Q T h e d i s c l o s u r e s t a t e m e n t i s N o . 2 ? 

19 A T h a t ' s c o r r e c t . 

2 0 MR . C H R I S T E N S E N : I m o v e E x h i b i t s 2 

2 1 a n d 3 . 

2 2 MR. B U G G : No o b j e c t i o n . 

2 3 MR. Q U I N N : No o b j e c t i o n . 

2 4 T H E C O U R T : T h e y w i l l b e r e c e i v e d . 

2 5 Q ( B y M r . C h r i s t e n s e n ) Do t h e c a s h 
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5 2 

1 f l o w s f o r t h e n e x t f i v e y e a r s s h o w a p o s i t i v e c a s h 

2 f l o w ; t h a t i s , t h e c o m p a n y p a y i n g ; i t s d e b t s ? 

3 A Y e s , t h e y d o . 

4 Q C a n y o u t e l l me w i t h r e s p e c t t o t h e 

5 t h o s e c a s h f l o w s , l e t ' s s t a r t w i t h E a g l e M o u n t a i n . T 

6 t h i n k y o u h a v e a l r e a d y s a i d t h i s , b u t I w o u l d j u s t 

7 l i k e t o r e p e a t i t . T h e s e c a s h f l o w s s t a r t a t t h e 

8 2 , 0 0 0 t o n s p e r d a y i n 1 9 9 1 ? 

9 A T h a t ' s c o r r e c t . 

1 0 Q N o w , t h e y s h o w p o s i t i v e i n c o m e p r i o r 

11 t o t h a t . How i s t h a t i n c o m e d e r i v e d ? 

1 2 A F o r p u r p o s e s o f t h e d i s c l o s u r e 

13 s t a t e m e n t , E a g l e M o u n t a i n i n c l u d e s a l l o f o u r 

1 4 p r o p e r t i e s n e a r E a g l e M o u n t a i n , w h i c h a r e p r o p e r t i e s 

1 5 o t h e r t h a n t h a t i n c l u d e d i n t h e j o i n t v e n t u r e 

1 6 p r o p o s a l w i t h M R C . S o we d o h a v e a p o s i t i v e c a s h 

1 7 f l o w t o d a y f r o m v a r i o u s c o n t r a c t s , i n c l u d i n g t h e 

1 8 r e n t a l o f c e r t a i n h o u s i n g u n i t s , t h e r e n t a l o f p a r t 

1 9 o f t h e E a g l e M o u n t a i n t o w n s i t e , c e r t a i n m i n i n g 

2 0 c o n t r a c t s a n d v a r i o u s o t h e r m i s c e l l a n e o u s s o u r c e s o f 

2 1 i n c o m e . 

2 2 Q D o e s t h i s a l s o i n c l u d e a p r e p a y m e n t , 

2 3 i f y o u w i l l , b y MRC o f c e r t a i n m i n i m u m r e n t a l s ? 

2 4 A T t d o e s , i n 1 9 8 9 , o f $ 1 l / 2 m i l l i o n 

2 5 a n d t h e a c t u a l r e n t a l s w h i c h a r e i n t h e r e , T b e l i e v e , 
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5 3 

1 a t t h e m i n i m u m l e v e l i n 1 9 9 1 t h r o u g h 1 9 9 3 . 

2 Q O k a y . A n d t h e m a x i m u m a m o u n t o f 

3 t o n n a g e t h a t y o u a s s u m e d i n t h e s e p r o j e c t i o n s o c c u r s 

4 i n 1 9 9 3 a t 6 , 2 0 0 t o n s a d a y ? 

5 A T h a t ' s c o r r e c t . 

6 Q T h a t w o u l d b e a b o u t 4 0 p e r c e n t o f b o t h 

7 - - o f t h e c a p a c i t y o f t h e f a c i l i t y ? 

B A 4 0 p e r c e n t o f t h e c a p a c i t y o f t h e 

9 r a i l r o a d t r a c k s . 

1 0 Q I a p o l o g i s e . Y e s . W i t h o u t 

11 i m p r o v e m e n t t o t h e t r a c k s ? 

12 A T h a t ' s c o r r e c t . 

13 Q N o w , t h e n e x t l i n e — 

14 T H E C O U R T : E x c u s e m e , M r . 

15 C h r i s t e n s e n . I s t h a t $ 4 0 a t o n f o r t h e t i p p i n g f e e ? 

1 6 T H E W I T N E S S : X b e l i e v e t h a t i s a t $ 4 0 

17 a t o n , y e s . 

I B Q ( B y M r . C h r i s t e n s e n ) W i t h r e s p e c t t o 

19 t h e n e x t l i n e , t h e i n d u s t r i a l p a r k . D o e s t h a t h a v e 

2 0 a n y i n c o m e i n i t a t a l l f r o m t h e s a l e o f p r o p e r t i e s , 

2 1 p r o f i t f r o m t h e s a l e o f p r o p e r t i e s ? 

2 2 A N o , i t d o e s n o t . T t h a s n o p r o f i t s i n 

2 3 a n y o f t h o s e f i v e y e a r s f r o m a n y o f t h e t h r e e 

2 4 s o u r c e s . N o t p r o f i t s , n o t r e t u r n o f c a p i t a l , n o r a n y 

2 5 d i s t r i b u t i o n s t o K a i s e r , b a s e d o n t h e s a v i n g s f r o m 
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5 4 

1 t h e $ 4 4 m i l l i o n c l e a n u p b u d g e t . 

2 Q O k a y . S o i f a n y o f t h o s e t h i n g s w e r e 

3 t o h a p p e n , t h a t w o u l d i n c r e a s e t h e r e v e n u e s ? 

4 A T h a t i s c o r r e c t . 

5 Q B u t y o u h a v e a s s u m e d t h a t n o n e o f 

S t h o s e w i l l h a p p e n i n f i v e y e a r s ? 

7 A T h a t ' s c o r r e c t . 

8 Q O n t h e w a s t e t r e a t m e n t f a c i l i t y , c a n 

9 y o u t e l l u s i f t h o s e n u m b e r s a r e p r o j e c t e d , j u s t 

10 b a s e d o n c u r r e n t c o n t r a c t s , o r i f t h e y i n c l u d e t h e 

11 i n c r e a s e d i n c o m e f r o m t h e n e w p r o j e c t y o u d e s c r i b e d 

1 2 t o u s m o m e n t s a g o ? 

1 3 A T h a t i n c o m e i s b a s e d s o l e l y o n t h e 

1 4 e x i s t i n g C S X c o n t r a c t , a s s u m i n g t h e C S T c o n t r a c t 

15 c o n t i n u e s a t i t s p r e s e n t l e v e l t h r o u g h o u t t h e 

1 6 f i v e - y e a r p r o j e c t i o n a n d n o o t h e r i n c r e a s e s f r o m t h a t 

1 7 p a r t i c u l a r p r o p o s a l d u r i n g t h a t f i v e - y e a r p e r i o d . 

18 Q D o e s C S T h a v e a n y a l t e r n a t i v e s o u r c e 

19 t o t r e a t i t s w a s t e ? 

2 0 A C u r r e n t l y , C S T h a s n o a l t e r n a t i v e 

2 1 s o u r c e . C S I a l w a y s h a s t h e a b i l i t y t o b u i l d t h e i r 

2 2 o w n p l a n t o n - s i t e . T h a t w o u l d t a k e a n u m b e r o f y e a r s 

2 3 t o a c c o m p l i s h . 

2 4 Q My p o i n t i s , t h e r e i s n o c o m p e t i t o r 

25 t h e y c o u l d g o t o a s a l t e r n a t i v e ? T h e o n l y o t h e r 
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5 5 

1 a l t e r n a t i v e i s b u i l d t h e i r o w n p l a n t ? 

2 A I b e l i e v e t h a t i s c o r r e c t . M a y I 

3 c o r r e c t a n e r r o r i n l i n e 2 ? T h e 3 , 6 5 5 , 0 0 0 s h o w n i n 

4 t h e t h r e e m o n t h s e n d i n g i n 1 9 8 8 , a s T s t a t e d e a r l i e r , 

5 t h e $ 3 m i l l i o n l o a n f r o m t h e L u s k o r g a n i z a t i o n h a s 

6 n o w b e c o m e $ 5 m i l l i o n , s o t h a t i s $ 2 m i l l i o n h i g h e r . 

7 Q A s s u m i n g t h e C o u r t a p p r o v e s , t h e s e 

8 c a s h f l o w s w o u l d i n c r e a s e a p o s i t i v e $ 2 m i l l i o n ? 

9 A T h a t ' s c o r r e c t . 

1 0 Q N o w , I a s s u m e t h a t t h e d i s b u r s e m e n t s 

11 a r e . l u s t w h a t t h e y s a y t h e y a r e . T h e p r o j e c t e d 

12 e x p e n s e a s s o c i a t e d w i t h e a c h o f t h o s e t h r e e 

13 b u s i n e s s e s ? 

14 A T h a t ' s c o r r e c t . 

15 Q A n d I a s s u m e t h a t t h e n e x t g r o u p i n g , 

16 t h e n e t c a s h r e c e i p t s , i s n o t h i n g m o r e t h a n a n 

17 a r i t h m e t i c f u n c t i o n o f t h e f i r s t t w o g r o u p i n g s ? 

18 A T h a t ' s c o r r e c t . 

19 Q N o w , t u r n i n g , t h e n , t o c o r p o r a t e c a s h 

2 0 f l o w s . C a n y o u t e l l u s b a s i c a l l y w h a t ' s i n c o r p o r a t e 

"1 e x p e n s e s , i n p a r t i c u l a r , t h e 2 m i l l i o n a m o u n t i n t h e 

22 n e x t 9 0 d a y s a n d t h e n , t h e r e a f t e r , t h e a n n u a l 

2 3 a m o u n t s ? 

2 4 A T h e a n n u a l a m o u n t s , i f T m a y t a k e 

2 5 t h o s e f i r s t , a r e s i m p l y t h e c o s t o f p e r s o n n e l a n d t h e 
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1 o n g o i n g c o n t i n u i n g e m p l o y e e s o f K a i s e r , r e n t a l c o s t s , 

2 i n s u r a n c e c o s t s , s o o n . 

3 Q A r e t h o s e a t l e v e l s t h a t y o u h a v e 

4 a l r e a d y a c h i e v e d , o r a r e t h o s e p r o j e c t i n g s o m e n e w 

5 r e d u c t i o n s ? 

6 A T h o s e a r e a t l e v e l s w h i c h a r e n e a r l y 

7 a c h i e v e d a s o f t h i s d a t e . A n d t h e y d o n o t a n t i c i p a t e 

8 f u r t h e r r e d u c t i o n s . I b e l i e v e t h e r e w i l l b e f u r t h e r 

9 r e d u c t i o n s . 

1 0 Q T h a t i s , y o u t h i n k t h e r e w i l l b e m o r e 

11 s a v i n g s , b u t t h e s e n u m b e r s a l o n e h a v e a l r e a d y b e e n 

12 a c h i e v e d ? 

1 3 A H a v e n e a r l y b e e n a c h i e v e d . We a r e n o t 

14 q u i t e a t t h a t l e v e l . 

1 5 Q W h e n y o u s a y " n e a r l y , " g i v e u s a f e e l 

1 6 f o r w h a t t h e d i f f e r e n c e i s . 

1 7 A I t h i n k w e ' r e w i t h i n 1 0 p e r c e n t n f 

18 w h a t ' s t h e r e . P r o b a b l y c l o s e r t h a n 1 0 p e r c e n t . 

19 Q T n t h e l i n e , f i n a n c i n g a n d w a t e r 

2 0 l e a s e , c a n y o u t e l l u s w h a t t h a t l i n e i n c l u d e s ? How 

2 1 m u c h d o e s i t a s s u m e f o r l e a s e s ? I t i s a m i l l i o n a 

2 2 y e a r ? 

2 3 A Y e s . T h e b a c k u p , a n d T b e l i e v e i t ' s 

24 i n t h a t l i n e , o f t h e a s s u m p t i o n o f t h e w a t e r s t o c k 

2 5 l e a s e i s $1 m i l l i o n a y e a r . 
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5 7 

1 Q W h e n y o u s a y f i n a n c e , w h a t i s b e i n q 

2 f i n a n c e d t h a t i s n o t e d o u t i n t h e r e ? 

3 A T h e f i n a n c i n g t h a t i s a n t i c i p a t e d 

4 t h e r e i s t h e D u s k l o a n a n d t h e I n t e r n a l R e v e n u e 

5 S e r v i c e $ 5 m i l l i o n n o t e t h a t i s p r o j e c t e d . 

6 Q I f e i t h e r e l e c t i f t h e I R S we r e t o 

7 e l e c t A l t e r n a t i v e s 2 o r 3 , o r i f t h e l i t i g a t i o n 

S p r o c e e d s w e r e t o c o m e i n u n d e r t h e a m e n d m e n t t o t h e 

9 p l a n , w o u l d t h a t l i n e t h e n g o p o s i t i v e b y t h e a m o u n t 

1 0 o f t h e I R S n o t e ; t h a t i s , i f i t ' s p a i d t o s o m e o t h e r 

11 s o u r c e ? 

12 A I t w o u l d b e i n c r e a s e d b y t h e a m o u n t o f 

13 t h e I R S n o t e , y e s . 

14 Q I s t h e a m o u n t o f t h e n o t e t h a t ' s 

15 a s s u m e d i n t h a t l i n e $ 5 m i l l i o n ? 

I S A Y e s , i t i s . 

17 Q S o t h a t l i n e c o u l d g o p o s i t i v e a n o t h e r 

1 8 f i v e mi. 1 1 . i o n i n t h i s f i v e - y e a r p r o j e c t i o n ? 

19 A W e l l , I t h i n k i t c o u l d e v e n b e m o r e 

2 0 t h a n t h a t S 5 m i l l i o n , b e c a u s e t h e 5 m i l l i o n i s a 

2 1 p r i n c i p a l a m o u n t a n d i n t e r e s t w o u l d h e i n a d d i t i o n t n 

2 2 t h a t $ 5 m i l l i o n . 

2 3 Q Y o u a r e q u i t e c o r r e c t . T s t a n d 

2 4 c o r r e c t e d . T h e n e x t l i n e , l i t i g a t i o n a n d c l a i m s 

2 5 m a n a g e m e n t w h i c h i s s h o w n b o t h n e g a t i v e i n t h e n e x t 
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na 

1 t h r e e m o n t h s a n d t h e n p o s i t i v e . 

2 A Y e s . 

3 Q C a n y o u t e l l u s h o w t h e P B G C l o a n o f 4 

4 m i l l i o n w i l l i m p a c t t h o s e n u m b e r s ? 

5 A Y e s . I f I c o u l d e x p l a i n t h e 

6 a s s u m p t i o n s t h a t a r e o n t h a t l i n e f i r s t , I b e l i e v e i t 

7 w o u l d m a k e m o r e s e n s e a s t o h o w t h e P B G C a r r a n g e m e n t 

8 w i l l a f f e c t i t . W h a t w a s c o n t e m p l a t e d w a s t h a t 

9 K a i s e r w o u l d b e a r a l l o f t h e c o s t s o f t h e c o n t i n u e d 

10 l i t i g a t i o n a n d t h a t t h a t c o s t d u r i n g t h e t h i r d 

11 q u a r t e r o r , e x c u s e me, t h e f o u r t h q u a r t e r o f 1 9 8 8 

12 w o u l d b e a n e g a t i v e $ 1 , 1 0 0 , 0 0 0 , a n d c o n t i n u e a t t h a t 

13 l e v e l t h r o u g h t h e e n d o f t h e f i r s t q u a r t e r o f 1 9 8 9 . 

14 A t t h a t p o i n t , t h e t w o m i l l i o n e i g h t p o s i t i v e n u m b e r 

15 i n 1 9 8 9 , a s s u m e s t h a t s o m e t i m e d u r i n g 1 9 8 9 K a i s e r 

1 6 w o u l d b e s u c c e s s f u l i n i t s l i t i g a t i o n , a n d t h a t t h e 

17 c o s t e x p e n d e d f o r t h e l i t i g a t i o n w o u l d b e r e i m b u r s e d 

18 t o t h e c o m p a n y o u t o f t h o s e l i t i g a t i o n p r o c e e d s , a n d 

19 t h a t , t h e r e a f t e r , e n o u g h m o n e y f r o m t h e l i t i g a t i o n 

2 0 w o u l d b e e s c r o w e d t o g o f o r w a r d a n d p a y f o r t h e 

21 l i t i g a t i o n c o s t . 

2 2 T h e P B G C 4 m i l l i o n l o a n t h a t w a s 

2 3 r e f e r r e d t o y e s t e r d a y a n d i s p a r t o f t h e a p p l i c a t i o n 

24 b e f o r e t h e C o u r t w i l l h a v e a d r a m a t i c e f f e c t o n t h a t . 

2 5 T h e r e w i l l n o l o n g e r b e r e q u i r e m e n t f o r t h e c o m p a n y 
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: 5 9 

1 t o f u n d t h a t i n t h e e a r l y i n c e p t i o n n o r w i l l i t b e 

2 d e p e n d e n t u p o n r e i m b u r s e m e n t o n s u c c e s s o f a n y o n e 

3 p i e c e o f t h a t l i t i g a t i o n d u r i n g e a r l y t o m i d - 1 9 3 9 . 

4 S o t h a t n e g a t i v e n u m b e r i n t h e f o u r t h q u a r t e r w i l l 

5 i n d e e d b e a p o s i t i v e n u m b e r c a l l i n g f o r t h e 

6 u p - t o - d a t e r e i m b u r s e m e n t o f t h e l i t i q a t i o n c o s t s 

7 b o r n e b y K a i s e r . 

8 S o t h e p r o j e c t i o n b a s e d o n t h e P B G C 

9 l o a n w o u l d , i n e s s e n c e , h a v e a p o s i t i v e n u m b e r i n t h e 

10 f o u r t h q u a r t e r i n t h e a p p r o x i m a t e r a n g e o f 1 1/2 t o 

11 $ 2 m i l l i o n a n d z e r o s t h e r e a f t e r . I t i s i m p o r t a n t t o 

1 2 u n d e r s t a n d t h a t t h e P B G C l o a n i s n o t s i m p l y a $ 4 

13 m i l l i o n l o a n , b u t r a t h e r a r e v o l v i n g l i n e o f c r e d i t 

14 w h i c h i s a l l o w e d t o b e d r a w n d o w n o n a t o t a l o f 2 1/2 

1 5 t i m e s , u p t o a t o t a l o f $ 1 0 m i l l i o n o v e r t h e n e x t 3 0 

1 6 m o n t h s , w i t h a g r e e m e n t s a s t o e x t e n s i o n s b e y o n d t h a t . 

17 S o t h a t we c a n s p e n d $ 4 m i l l i o n , p a y b a c k t h a t l o a n 

18 f r o m w h a t e v e r s o u r c e we m i g h t c h o o s e , d r a w i t d o w n 

1.9 a g a i n , s o t h a t t o t a l 10 m i l l i o n f a c i l i t y s h o u l d m a k e 

2 0 a l l o f o u r l i t i g a t i o n s f i l f - f . i n a n c e a b . l e . 

2 1 Q Y o u m e a n i f y o u s e t t l e p a r t o f t h e 

2 2 l i t i g a t i o n , o r o n e p i e c e , b u t n o t a l l , y o u c a n p a y 

2 3 d o w n f r o m t h a t s e t t l e m e n t a n d f i n a n c e t h e n e x t 4 

2 4 m i l l i o n t h e s a m e w a y , r o l l i n g f o r w a r d t h r o u g h t h e H n d 

2 5 o f t h e l i t i g a t i o n ? 
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6 0 

1 A T h a t ' s c o r r e c t . 

2 Q U p t o $ 1 0 m i l l i o n ? 

3 A T h a t ' s c o r r e c t . 

4 Q A n d I f I u n d e r s t a n d y o u r t e s t i m o n y , 

5 t h e n , w h a t y o u a r e s a y i n g i s t h a t l i n e , l i t i g a t i o n 

6 a n d c l a i m s m a n a g e m e n t , w i l l r e m a i n t h e s a m e i n t e r m s 

7 o f t h e n e t d o l l a r s t o t h e c o m p a n y , b u t y o u h a v e 

8 r e m o v e d t o t a l l y t h e a s s u m p t i o n t h a t y o u w i l l m a k e a 

9 r e c o v e r y i n 1 9 8 9 a n d a s s u r e d t h a t t h o s e m o n i e s w i l l 

1 0 c o m e i n ? 

11 A T h a t ' s c o r r e c t . 

12 Q F i n a l l y , t h e l a s t l i n e o n g r o u n d w a t e r 

13 r e m e d i a t i o n , n o t i n g t h e e x p e n d i t u r e s i n t h e f i r s t t w o 

14 y e a r s , c a n y o u e x p l a i n h o w t h a t g o e s t o z e r o 

15 t h e r e a f t e r ? 

16 A Y e s . We c u r r e n t l y a r e r e q u i r e d t o 

17 r e m e d i a t e a g r o u n d w a t e r c o n t a m i n a t i o n p r o b l e m c a u s e d 

18 b y t h e s t e e l m i l l t h r o u g h s e e p a g e i n t o t h e g r o u n d i n 

19 t h e e a r l y 1 9 7 0 s . M e a s u r e s w e r e t a k e n i n t h e e a r l y 

2 0 1 9 8 0 s t o s t o p a l l o f t h a t a c t i v i t y , b u t t h e 

21 g r o u n d w a t e r t h a t w a s c o n t a m i n a t e d a t t h a t t i m e h a s 

2 2 n e v e r b e e n c l e a n e d . 

2 3 We a r e c u r r e n t l y i n t h e p r o c e s s a n d 

2 4 h a v e p l a n s f o r t h e d r i l l i n g o f t e s t w e l l s a n d h a r r i n r 

25 w e l l s w h i c h w i l l a l l o w u s t o c l e a n u p t h a t 
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1 c o n t a m i n a t i o n . T h e g r o u n d w a t e r , i n l a r g e p a r t , i t i s 

2 b e l i e v e d , h a s m o v e d o f f o f t h e K a i s e r s i t e , a n d , a s a 

3 r e s u l t , i s n o l o n g e r t h e r e s p o n s i b i l i t y * f o r e x a m p l e , 

4 a n d h a s n o e f f e c t o n t h e L u s k R e a l E s t a t e 

5 D e v e l o p m e n t . 

6 N e v e r t h e l e s s , t h a t m i n e c o n t i n u e s t o 

7 b e a n o b l i g a t i o n o f K a i s e r . I t i s a n t i c i p a t e d t h a t 

8 t h e d o w n s i d e s c e n a r i o o f t h e c l e a n u p c o s t s i s 

9 a p p r o x i m a t e l y a m i l l i o n d o l l a r s a y e a r f o r 10 y e a r s . 

10 W h a t t h i s l i n e i t e m a s s u m p t i o n i s i t 

11 t h a t we w i l l h a v e t o b e a r t h e c o s t o f t h e c l e a n u p a n d 

12 t h e i n v e s t i g a t i o n d u r i n g t h e f i r s t y e a r a n d 

13 t h e r e a f t e r t h a t we w i l l r e a c h a s e t t l e m e n t w i t h 

14 K a i s e r i n s u r a n c e c o m p a n i e s f o r t h e p a y m e n t o f t h a t 

15 c 1 e a n u p c o s t . 

1 5 Q O k a y . A n d i f y o u d o n ' t r e a c h s u c h a 

17 s e t t l e m e n t , t h e n t h a t l i e n w o u l d b e i n c r e a s e d b y a 

18 m i l l i o n a y e a r ? 

19 A T h a t ' s c o r r e c t . 

20 Q S t a r t i n g i n 1 9 9 0 , w h e r e i t g o e s z e r o , 

21 o r w o u l d i t s t a r t i n 1 9 8 9 ? 

22 A I t w o u l d s t a r t i n 1 9 8 9 . 

2 3 Q O k a y . S o i f I m a y s u m m a r i z e , y o u h a v e 

24 u s e d t h e e x i s t i n g c o m p a n y a n d i t s e x p e n s e s i n t h e s e 

2 5 p r o j e c t i o n s w i t h t h e 'PBGC l o a n , s a v e o n l y f o r t h e 
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6 2 

1 f a c t t h a t y o u a s s u m e d a s e t t l e m e n t w i t h t h e i n s u r a n c e 

2 c o m p a n y o n g r o u n d w a t e r t h a t s a v e s a m i l l i o n a y e a r , 

3 a n d y o u h a v e a s s u m e d t h a t s t a r t i n g i n 1 9 9 1 , E a g l e 

4 M o u n t a i n w i l l s t a r t u p a t 2 , 0 0 0 t o n s ? 

5 A T h a t ' s c o r r e c t . 

6 Q E v e r y t h i n g e l s e i s . j u s t t h e w a y t h e 

7 c o m p a n y i s n o w ? 

3 A W i t h t h e e x c e p t i o n o f t h e l o a n f r o m 

9 t h e L u s k o r g a n i z a t i o n , y e s . 

1 0 Q T h a t ' s c o r r e c t , w h i c h w o u l d i n c r e a s e 

11 t h i s b y a n o t h e r $ 2 m i l l i o n ? 

12 A T h a t ' s c o r r e c t . 

13 Q S u p p o s e y o u d o n ' t s e t t l e w i t h t h e 

14 i n s u r a n c e c o m p a n y , w i l l y o u b e a b l e t o h a n d l e t h e 

15 g r o u n d w a t e r r e m e d i a t i o n p r o b l e m ? 

16 A Y e s . T t i s my b e l i e f t h a t f r o m t h e 

17 p o s i t i v e c a s h f l o w s o f t h e s e b u s i n e s s e s , a s 

18 a n t i c i p a t e d i n t h i s c a s h f l o w a n a l y s i s , a s y o u c a n 

19 s e e f o r y o u r s e l f f r o m t h e p r o j e c t i o n s a t t h e b o t t o m , 

20 i f t h e r e w a s a m i l l i o n d o l l a r r e d u c t i o n i n c a s h f l o w 

2 1 e a c h y e a r , we w o u l d s t i l l h e a b l e t o a b s o r b t h a t . 

2 2 I t ' s i m p o r t a n t t o n o t e t h a t t h e s e k i n d 

23 o f p o s s i b l e d o w n s i d e s a n d t h i s p a r t i c u l a r d o w n s i d e 

24 s p e c i f i c a l l y i s w h y we h a v e n o t e n t e r e d i n t o a n y 

2 5 l o n g - t e r m a r r a n g e m e n t y e t f o r t h e F o n t a n a U n i o n W a t e r 
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6 3 

1 C o m p a n y . We h a v e h e l d t h a t I n r e s e r v e s o t h a t a s 

2 u n e x p e c t e d t h i n g s a r i s e , o r a s o u r p r o j e c t i o n s g o 

3 w r o n g , t h a t , i f n e c e s s a r y , we c a n s e l l t h a t s t o c k . . 

4 Q T h a t i s , i f y o u w i l l , y o u r a c e i n t h e 

5 h o l e i f t h e c a s h f l o w s d o n ' t m a t e r i a l i z e i n a n y s h o r t 

6 t e r m ? 

7 A Y e s , t h a t ' s c o r r e c t . 

8 Q H a v e y o u h a d a n o p p o r t u n i t y a s t h e 

9 c h i e f e x e c u t i v e o f f i c e r t o e x a m i n e t h e a s s e t s a n d t h e 

10 l i a b i l i t i e s o f t h e c o m p a n y ? 

11 A Y e s , I h a v e . 

12 Q We h a v e a l r e a d y h e a r d s o m e t e s t i m o n y 

1 3 e x t e n s i v e l y y e s t e r d a y a b o u t r a n g e o f l i a b i l i t i e s f o r 

14 m e d i c a l a n d p e n s i o n . H a v e y o u h a d e m p l o y e e s d i r e c t l y 

1 5 u n d e r y o u r s u p e r v i s i o n r e v i e w t h e g e n e r a l a n d t r a d e 

16 u n s e c u r e d c l a i m s ? 

17 A Y e s . E m p l o y e e s u n d e r my d i r e c t i o n 

1 3 h a v e s t a r t e d t h a t r e v i e w p r o c e s s . 

19 T H E C O U R T : A l l r . i g h t . T t h i n k WR 

2 0 w i l l t a k e a f i v e - m i n u t e r e c e s s . 

2 1 MR. C H R I S T E N S E N : T h a n k y o n , Y o u r 

2.2 H o n o r . 

2 3 ( R e c e s s . ) 

2 4 T H E C O U R T : R e s e a t e d , p l e a s e . 

2 5 Q ( R y M r . C h r i s t e n s e n ) J u s t b e f o r e t h e 
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5 4 

1 a d j o u r n m e n t , M r . S t o d d a r d , T a s k e d y o u t o g i v e t h e 

2 c o m p a n y ' s e s t i m a t e o f t h e g e n e r a l u n s e c u r e d c l a i m s 

3 b a s e d o n t h e c o m p a n y ' s r e v i e w . 

A A T h e c l a i m s a s f i l e d i n b o t h t h e t r a d e 

5 a n d g e n e r a l c a t e g o r y t o t a l e d i n , s l i g h t l y i n e x c e s s 

6 o f $ 1 1/2 b i l l i o n . I n o u r a n a l y s i s o f t h o s e c l a i m s , 

7 we h a v e e x c l u d e d a p p r o x i m a t e l y $ 1 , 1 4 0 , 0 0 0 , 0 0 0 a s 

8 d u p l i c a t e . I n c l u d e d i n t h o s e d u p l i c a t e s a r e c l a i m s 

9 t h a t a r e t e c h n i c a l l y n o t d u p l i c a t e s b e c a u s e t h e y a r e 

1 0 c l a i m s , i f we w e r e t o p a y t h e m o n c e , t h e o t h e r s w o u l d 

11 g o a w a y , p r i m a r i l y i n t h e f o r m o f i n d e m n i t i e s * T h i s 

12 l e a v e s u s w i t h a p p r o x i m a t e l y $ 3 7 5 m i l l i o n o f c l a i m s 

13 t h a t we h a v e b e g u n t h e a n a l y s i s o f . O f t h a t 3 7 5 

14 m i l l i o n a p p r o x i m a t e l y , 2 0 7 m i l l i o n e x i s t i n w h a t we 

15 b e l i e v e a r e t h e s t e e l e s t a t e a l o n e . 

1 6 We h a v e p e r f o r m e d a n i n i t i a l a n a l y s i s 

1 7 o f t h o s e c l a i m s w h i c h c o n s i s t e d o f e x a m i n i n g t h e 

18 c l a i m , a n y d o c u m e n t s r e l a t e d t o t h e c l a i m , a n y 

19 c o m p a n y c o n t r a c t s o r a c c o u n t i n g r e c o r d s w h i c h c a n 

2 0 v a l i d a t e t h e e x i s t e n c e o f t h o s e c l a i m s a n d d i s c u s s i o n 

21 w i t h r e m a i n i n g c o m p a n y p e r s o n n e l a b o u t t h o s e c l a i m s . 

22 A f t e r t h a t e x a m i n a t i o n , t h e c o m p a n y 

2 3 h a s c o n c l u d e d i n i t s p r e l i m i n a r y e s t i m a t e t h a t $ 9 3 

24 m i l l i o n o f t h o s e c l a i m s a r e v a l i d . T h e r e a r e c l a i m s 

2 5 t h a t t h e c o m p a n y i s n o t y e t r e a d y t o d e t e r m i n e a s t o 
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t h e i r v a l i d i t y w h i c h m i g h t i n c r e a s e t h a t a m o u n t u p t o 

$ 1 5 0 m i l l i o n . 

N o w , i t i s i m p o r t a n t t o u n d e r s t a n d 

t h a t t h a t d o e s n o t i n c l u d e c l a i m s t h a t a r e f o r 

e m p l o y e e s , w h e t h e r m e d i c a l , p e n s i o n o r o t h e r c l a i m s , 

a n d t h e r e w i l l b e a r e l a t i v e l y s m a l l n u m b e r t h a t w i l l 

b e a d d e d t o t h e s e n u m b e r s t h a t w i l l f i t i n t o t h e 

g e n e r a l c a t e g o r y . 

S e c o n d l y , t h e r e h a s b e e n n o a n a l y s i s , 

t o my k n o w l e d g e , o f c o a l c l a i m s , a n d t h e r e i s a 

p o t e n t i a l f o r e r r o r i n t h a t s o m e o f t h e m h a v e b e e n 

i m p r o p e r l y c h a r a c t e r i z e d . I f t h a t w e r e a 10 p e r c e n t 

e r r o r t h a t m a y h a v e t h e r a n g e g o u p a n o t h e r , I am 

g u e s s i n g , a b o u t 2 0 t o $ 2 5 m i l l i o n . S o I b e l i e v e t h e 

b e s t g u e s s t i m a t e i s i n t h e 9 3 t o $ 1 5 0 m i l l i o n , a n d 

t h a t h i g h s i d e m a y i n c r e a s e b y 2 5 m i l l i o n o r s o . H a s 

n o t . 

Q T h e p l a n r e q u i r e s t h a t y o u p a y t h e 

a d m i n i s t r a t i v e a n d c e r t a i n o f t h e p r i o r i t y c l a i m s i n 

f u l l o n a n e f f e c t i v e d a t e . A s s u m i n q t h a t t h e P B G C 

a n d L u s k l o a n s w e r e a p p r o v e d , w o u l d y o u h a v e t h e c a s h 

t o p a y a l l o f t h o s e c l a i m s o r h a v e y o u m a d e 

a r r a n g e m e n t s t o d e f e r t h e canes y o u c a n ' t p a y ? 

A Y e s . We b e l i e v e we w o u l d h a v e 

s u f f i c i e n t c a s h t o p a y a l l o f t h o s e c l a i m s , i n c l u d i n g 
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fifi 

1 a d e f e r r a l a r r a n g e m e n t , p r i m a r i l y w i t h New Y o r k L i f e 

2 a n d v a r i o u s p r o f e s s i o n a l s i n t h e c a s e . 

3 Q N o w , h a v i n g s t u d i e d a s s e t s a n d 

4 l i a b i l i t i e s o f t h e c o m p a n y , d o y o u h a v e a n o p i n i o n a s 

5 c h i e f e x e c u t i v e o f f i c e r a s t o t h e s o l v e n c y o f t h e 

6 c o m p a n y ? 

7 A T o d a y ? 

3 Q T o d a y . 

9 A Y e s . My o p i n i o n i s i t i s h o p e l e s s l y 

1 0 i n s o 1 v e n t . 

11 Q A s s u m i n g f o r a m i n u t e t h a t y o u c o u l d 

12 r e a l i z e a l l o f t h e m o n e y i n t h e c u r r e n t l y p e n d i n g 

1 3 l a w s u i t s t h a t y o u h a v e ; t h a t i s , i n t h e p r a y e r f o r 

14 r e l i e f w i t h o u t e x p e n s e , a n d t h a t y o u c o u l d r e a l i z e 

1 5 t h e g o i n g - f o r w a r d v a l u e s t h a t a r e i n t h e d i s c l o s u r e 

16 s t a t e m e n t , w o u l d t h e c o m p a n y s t i l l b e i n s o l v e n t ? 

1 7 A Y e s . I f y o u t a k e t h e m o s t o p t i m i s t i c 

I S v i e w , a n d y o u a s s u m e t h a t a l l o f t h e l i t i g a t i o n 

1 9 p r o c e e d s t h a t we a r e s e e k i n g a r e r e t u r n e d i n f u l l , 

2 0 w i t h n o r e l a t e d e x p e n s e , a n d i f y o u i n c l u d e t h e 

2 1 g o i n g - f o r w a r d v a l u e s t h a t a r e s e t f o r t h i n t h e 

2 2 d i s c l o s u r e s t a t e m e n t , a l s o a c h i e v e d t o d a y w i t h n o 

2 3 r e l a t e d e x p e n s e , t h e c o m p a n y , b y my e s t i m a t e , w o u l d 

2 4 s t i l l b e $ 4 0 0 m i l l i o n u n d e r w a t e r . 

2 5 Q C o u l d y o u c o m p a r e f o r u s t h e 
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6 7 

1 d i f f e r e n c e f r o m t r e a t m e n t w h i c h t h e u n s e c u r e d 

2 c r e d i t o r s m i g h t e x p e c t i n C h a p t e r 7 l i q u i d a t i o n a s 

3 o p p o s e d t o t h e p l a n y o u a r e a s k i n g t h e C o u r t t o 

4 c o n f i r m ? 

5 A Y e s . I t i s my 

6 MR. Q U T N N : O b j e c t i o n , Y o u r H o n o r , T 

7 t h i n k t h e q u e s t i o n c a l l s f o r o p i n i o n a n s w e r , a n d t h i s 

8 w i t n e s s h a s n o t b e e n q u a l i f i e d t o e x p r e s s a n o p i n i o n 

9 a s a n e x p e r t a s t o t h e s e m a t t e r s . 

1 0 T H E C O U R T : H e i s t h e c h i e f e x e c u t i v e 

1 1 o f f i c e r o f t h e c o r p o r a t i o n . 

12 MR. C H R I S T E N S E N : H e ' s a l s o , a s y o u 

13 k n o w , b y t r a i n i n g , a l a w y e r . 

14 T H E C O U R T : T h e 1 0 t h C i r c u i t h a s v e r y 

1 5 c l e a r l y h e l d t h a t a n o w n e r , i n c l u d i n g c h i e f e x e c u t i v e 

16 o f f i c e r , c a n t e s t i f y a s t o v a l u e s w i t h o u t a n y 

17 f o u n d a t i o n b e i n g l a i d . 

18 MR. Q U T N N : I w i l l a c c e p t t h a t . Y o u r 

1 9 H o n o r . 

2 0 A Y e s . I b e l i e v e t h a t t h e l i q u i d a t i o n 

2 1 v a l u e , a s s e t f o r t h i n t h e d i s c l o s u r e s t a t e m e n t o f 

22 a p p r o x i m a t e l y 2 0 m i l l i o n , i s w h a t c o u l d b e a c h i e v e r ! 

2 3 o n a n i m m e d i a t e s a l e o f t h e a s s e t s . 

24 T h e b u l k o f t h a t $ 2 0 m i l l i o n , a s I 

25 h a v e p r e v i o u s l y t e s t i f i e d , w o u l d b e a t t r i b u t a b l e t o 
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6 8 

t t h e v a l u e t h a t c o u l d b e a c h i e v e d f r o m t h e P o n t a n a 

2 U n i o n W a t e r C o m p a n y * I t i s my e s t i m a t i o n t h a t , 

3 c u r r e n t l y , t h a t we h a v e i n e x c e s s o f $ 1 0 m i l l i o n o f 

4 a d m i n i s t r a t i v e c o s t o f t h i s e s t a t e , w h i c h w o u l d e a t 

5 u p a t l e a s t h a l f o f t h e a s s e t s b e f o r e we g o t t o t h e 

6 c o s t o f a n y , e x c u s e me, n o t b e f o r e , b u t w h i c h d o n o t 

7 i n c l u d e a n y c o s t s o f a d m i n i s t r a t i o n o f a C h a p t e r 7 

8 p r o c e e d i n g . T h e r e s u l t o f t h a t , I b e l i e v e , i s t h e 

9 n e t a s s e t s a v a i l a b l e w o u l d e l i m i n a t e a n y d i s t r i b u t i o n 

1 0 w h a t s o e v e r t o t h e u n s e c u r e d c r e d i t o r s . 

11 Q ( B y M r . C h r i s t e n s e n ) U n d e r t h e p l a n , 

12 s p e c i f i c a l l y A r t i c l e 3 i n t h e c o n s e n t o r d e r , b o t h t h e 

13 D e p a r t m e n t o f H e a l t h S e r v i c e a n d t h e E P A a g r e e t o 

14 m a k e n o c l a i m f o r t h e c o s t o f F o n t a n a c l e a n u p a g a i n s t 

15 a n y o f t h e d i s t r i b u t a b l e p r o c e e d s ; i s t h a t c o r r e c t ? 

1 6 A T h a t ' s c o r r e c t . 

17 Q N o w , i f t h e p l a n i s n o t c o n f i r m e d , t h e 

18 c o n s e n t o r d e r p r o v i d e s t h a t t h a t a g r e e m e n t i s n o t 

19 b i n d i n g o n t h e m ; i s t h a t c o r r e c t ? 

2 0 A T h a t ' s c o r r e c t . 

2 1 Q S o u n d e r t h e c o n s e n t o r d e r , h o w l o n g 

2 2 i s i t a n t i c i p a t e d b y t h e p a r t i e s w i l l i t t a k e t n 

2 3 c l e a n u p t h i s p r o p e r t y ? 

24 A l O y e a r s . 

2 5 Q W i t h r e s p e c t t o t h e p u r s u i t o f t h e 
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6 9 

1 l i t i g a t i o n , i n y o u r j u d g e m e n t , w i t h o u t t h e P B G C l o a n 

2 a n d L u s k l o a n , w o u l d t h i s e s t a t e o r s u b s e q u e n t 

3 t r u s t e e h a v e t h e m o n e y t o p u r s u e t h a t l i t i g a t i o n 

4 e f f e c t i v e l y ? 

5 A N n , n o t a s e f f e c t i v e l y a s i t w o u l d 

6 u n d e r t h e c u r r e n t a r r a n g e m e n t . 

7 Q A s c h i e f e x e c u t i v e o f f i c e r a n d b a s e d 

8 u p o n y o u r r e v i e w o f t h e c l a i m s a n d l i a b i l i t i e s , a s 

9 w e l l a s y o u r a s s e s s m e n t o f t h e b u s i n e s s p l a n s a n d t h e 

10 l i t i g a t i o n c l a i m s o f t h e c o m p a n y , d o y o u h a v e a n 

11 o p i n i o n a s t o w h e t h e r t h e p e r c e n t a g e d i v i s i o n a m o n g s t 

12 t h e u n s e c u r e d c r e d i t o r s a s m o d i f i e d , i s f a i r f o r 

13 t h o s e g r o u p s ? 

14 A Y e s , T d o . I h a v e e x a m i n e d t h e 

15 u n d e r l y i n g c l a i m s . I h a v e e i t h e r p a r t i c i p a t e d I n o r 

1 6 o b s e r v e d t h e v a r i o u s n e g o t i a t i o n s t h a t h a v e t a k e n 

17 p l a c e w i t h r e s p e c t t o t h o s e v a r i o u s c o n s t i t u e n t s , a n d 

13 I b e l i e v e t h e y h a v e c o m e t o r e s t a t a v e r y f a i r 

19 l e v e l . 

2 0 Q D o e s t h e i n c l u s i o n o f t h e $ 4 m i l l i o n 

2 1 P B G C l o a n a s a p a r t o f t h e r e a d j u s t m e n t o f t h o s e 

22 p e r c e n t a g e s b e a r a n y w e i g h t , i n y o u r j u d g e m e n t ? 

2 3 A Y e s , i t d o e s . I b e l i e v e t h a t t h e 4 

2 4 m i l l i o n l o a n a r r a n g e m e n t c a l l i n g f o r a t o t a l 

2 5 f i n a n c i n g o f $ 1 0 m i l l i o n , w h i c h t h e P B G C h a s 
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7 0 

1 a p p r o v e d , n e e d s t o b e t a k e n i n t o v e r y c a r e f u l 

2 c o n s i d e r a t i o n w h e n e v a l u a t i n g t h o s e p e r c e n t a g e s . I t 

3 i s my o p i n i o n t h a t a w e l l - f i n a n c e d p u r s u i t a g a i n s t 

4 w h a t I b e l i e v e t o b e s o m e o f t h e m o r e a g g r e s s i v e 

5 c o r p o r a t e r a i d e r s i n t h i s c o u n t r y t o d a y a n d c e r t a i n l y 

6 s o m e o f t h e m o r e p o w e r f u l i n s t i t u t i o n s o n W a l l 

7 S t r e e t , . i s d r a m a t i c a l l y m o r e v a l u a b l e t o a l l o f t h e 

8 c l a s s e s o f c r e d i t o r s t h a n a n u n d e r f i n a n c e d p u r s u i t o f 

9 t h a t l i t i g a t i o n . 

1 0 Q M r . S t o d d a r d , t o t h e b e s t o f y o u r 

11 k n o w l e d g e , d o e s t h e p l a n t h a t y o u a r e a s k i n g t h e 

1 2 C o u r t t o c o n f i r m c o m p l y w i t h t h e B a n k r u p t c y C o d e ? 

1 3 A Y e s , i t d o e s . 

14 Q T o t h e b e s t o f y o u r k n o w l e d g e , h a v e 

1 5 t h e p r o p o n e n t s o f t h e p l a n c o m p l i e d w i t h t h e C o d e ? 

1 6 A Y e s , t h e y h a v e , t o t h e b e s t o f my 

17 k n o w l e d g e . 

18 Q T o t h e b e s t o f y o u r k n o w l e d g e , h a s t h e 

1 9 p l a n b e e n p r o p o s e d i n g o o d f a i t h a n d n o t b y a n y m e a n s 

2 0 f o r b i d d e n b y l a w ? 

2 1 A Y e s , i t h a s . 

2 2 Q A r e a n y p a y m e n t s b e i n g m a d e u n d e r t h e 

2 3 p l a n t o a n y p r o p o n e n t s o r p r o f e s s i o n a l s o r o t h e r w i s e 

2 4 K u b J H C t t o r e v i e w b y t h i s C o u r t a s t o r e a s o n a b l e n e s s ? 

2 5 A I am s o r r y — a l l o f t h e p a y m e n t s a r e 
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71 

1 s u b j e c t t o r e v i e w b y t h i s C o u r t ; t h a t ' s c o r r e c t . 

2 Q H a s t h e d i s c l o s u r e s t a t e m e n t d i s c l o s e d 

3 i d e n t i t y a n d a f f i l i a t i o n o f i n d i v i d u a l s w h o w i l l 

4 s e r v e a s o f f i c e r s a n d d i r e c t o r s o f t h e r e o r g a n i z e d 

5 D e b t o r ? 

6 A Y e s , i t h a s . W i t h t h e e x c e p t i o n o f 

7 t h e d i r e c t o r t o b e n a m e d b y t h e P B G C . 

8 Q U n t i l n a m e d , y o u w i l l b e t h a t 

9 d i r e c t o r , c o r r e c t ? 

1 0 A T h a t ' s c u r r e c t . 

11 Q O k a y . 

1 2 A S e c o n d l y , a c o n t r a c t f o r a k e y o f f i u n r 

1 3 w h o w i l l b e c o m e o u r c h i e f f i n a n c e o f f i c e r b y t h e n H m H 

1 4 o f S t u a r t D i l l i n g h a m , w h i c h w a s f i l e d w i t h t h i s C o u r t 

1 5 y e s t e r d a y . 

1 6 Q D o y o u b e l i e v e t h e a p p o i n t m e n t o f 

17 t h o s e p e o p l e a s d i r e c t o r s a n d o f f i c e r s I s c o n s i s t e n t 

1 8 w i t h t h e i n t e r e s t s o f t h e c r e d i t o r s a n d w i t h p u b l i c 

19 p o l i c y ? 

2 0 A Y e s , I d o . 

2 1 Q 1 t h i n k T h a v e a s k e d y o u H i t s b H f; i r ;J . 

2 2 B u t e x c e p t t o t h e e x t e n t t h a t h o l d e r s o f 

2 3 a d m i n i s t r a t i v e c l a i m s o r p r i o r i t y c l a i m s h a v e a g r e e d 

2 4 t o d e f e r t h e i r p a y m e n t , d o y o u h a v e t h e m o n e y a n d 

2 5 d o e s t h e p l a n p r o v i d e t h a t y o u w i l l m a k e p a y m e n t o f 
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7 2 

1 t h o s e c l a i m s i n f u l l o n t h e e f f e c t i v e d a t e ? 

2 A Y e s . We w i l l h a v e t h e m o n e y , a s s u m i n g 

3 t h e l o a n a p p l i c a t i o n s a r e a p p r o v e d a n d , y e s , we w i l l 

4 m a k e t h e p a y m e n t s b y t h e e f f e c t i v e d a t e . 

5 Q Do y o u b e l i e v e , b a s e d o n y o u r r e v i e w 

6 o f t h e b u s i n e s s p l a n s a n d y o u r c a s h p r o j e c t i o n s , t h a t 

7 t h i s D e b t o r w i l l b e a b l e t o p a y i t s d e b t s a s i t q o e s 

8 f o r w a r d s o t h a t t h i s c o n f i r m a t i o n i s n o t l i k e l y t o b e 

9 f a l l o w e d b y a l i q u i d a t i o n o r a n o t h e r b a n k r u p t c y 

1 0 p r o c e e d i n g ? 

11 A Y e s , I d o . 

32 Q H a v e a l l o f t h e f e e s t h a t a r e p a y a b l e 

1 3 u n d e r S e c t i o n 1 9 3 0 e i t h e r b e e n p a i d c u r r e n t l y w i t h 

1 4 t h e U . S . t r u s t e e o r d o e s t h e p l a n p r o v i d e i t w i l l b e 

1 5 p a i d i n f u l l o n t h e e f f e c t i v e d a t e ? 

1 6 A Y e s , t h e y h a v e a n d y e s t h e p l a n d o e s 

17 s o p r o v i d e . 

1 8 MR. C H R I S T E N S E N : N o f u r t h e r 

1 9 q u e s t i o n s . 

2 0 T H E C O U R T : M r . Q u i n n . 

2 1 E X A M I N A T I O N 

2 2 R Y MR . Q U I N N : 

2 3 Q M r . S t o d d a r d , I j u s t u n d e r s t o o d y o u t o 

2 4 t e s t i f y t h a t i t i s y o u r b e l i e f t h a t i n a l i q u i d a t i o n 

2 5 o f t h i s c o m p a n y , t h e u n s e c u r e d c r e d i t o r s o f K a i s e r 
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1 w o u l d r e c e i v e n o t h i n g ? 

2 A T h a t i s my b e l i e f . 

3 Q I f X u n d e r s t a n d y o u c o r r e c t l y , t h a t ' s 

4 b a s e d u p o n y o u r e s t i m a t i o n t h a t a l l o f t h e a s s e t s o f 

5 K a i s e r , i n c l u d i n g t h e l i t i g a t i o n i n w h i c h K a i s e r i s 

6 c u r r e n t l y i n v o l v e d , i n C h a p t e r 7 l i q u i d a t i o n w o u l d 

7 y i e l d s o m e 2 0 m i l l i o n ? 

3 A I b e l i e v e t h a t i s n o t c o r r e c t . T t i s 

9 t h e o t h e r a s s e t s , o t h e r t h a n t h e l i t i g a t i o n , w h i c h T 

1 0 b e l i e v e w i l l y i e l d $ 2 0 m i l l i o n . 

11 Q W h a t i s y o u r e s t i m a t e o f w h a t t h e 

1 2 l i t i g a t i o n w o u l d g e n e r a t e i n a C h a p t e r 7 p r o c e e d i n g ? 

13 A I n a C h a p t e r 7 p r o c e e d i n g , w i t h t h e 

14 f i n a n c i n g t h a t I b e l i e v e t h a t w o u l d b e a v a i l a b l e , T 

15 t h i n k i t w o u l d b e r a t h e r m i n i m a l . I h a v e n o n u m b e r 

1 6 f o r t h a t . 

17 Q L e t me a s k y o u t h i s : W i t h r e s p e c t t o 

13 e a c h i t e m o f l i t i g a t i o n d e s c r i b e d i n t h e d i s c l o s u r e 

19 s t a t e m e n t , h a v e y o u r e c e i v e d a n y s e t t l e m e n t o f f e r s — 

2 0 b y y o u , I m e a n K a i s e r — d u r i n g y o u r t e n u r e o r b e f o r e 

2 1 y o u r t e n u r e ? 

2 2 A I d o n ' t b e l i e v e t h a t t h e r e h a v e b e e n 

2 3 a n y f o r m a l s e t t l e m e n t o f f e r s t o K a i s e r a t t h i s s t a g e . 

24 T h e r e h a v e b e e n n u m e r o u s d i s c u s s i o n s . 

2 5 MR. C H R I S T E N S E N : J u s t f o r t h e r e c o r d , 
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7 4 

1 b e c a u s e t h e r e m a y b e c o n f u s i o n s i n c e t h e p e n d i n g 

2 p r o c e e d i n g i s i n t h e c o a l m a t t e r , t h e r e i s t h e o n e 

3 a l t e r n a t i v e s e t t l e m e n t p e n d i n g o n C h a s e M a n h a t t a n . 

4 Q ( B y M r . Q u i n n ) H a v e t h e r e b e e n a n y 

5 i n f o r m a l d i s c u s s i o n s o f s e t t l e m e n t ? 

6 A Y e s , t h e r e h a v e b e e n s u b s t a n t i a l 

7 i n f o r m a l s e t t l e m e n t d i s c u s s i o n s . 

8 Q A n d w o u l d y o u d e s c r i b e t h e t e r m s 

9 r e g a r d i n g w h i c h t h e s e t t l e m e n t , h a s b e e n d i s c u s s e d 

10 w i t h r e s p e c t t o e a c h o f t h e s e p i e c e s o f l i t i g a t i o n ? 

11 A N o . A s c h i e f e x e c u t i v e o f f i c e r o f 

12 K a i s e r , I b e l i e v e i t w o u l d b e v e r y i m p r u d e n t f o r me 

1 3 t o d i s c l o s e t h o s e a t t h i s t i m e . 

14 Q S o y o u d e c l i n e t o s t a t e w h a t t h o s e 

15 s e t t l e m e n t o f f e r s — s e t t l e m e n t d i s c u s s i o n s w e r e ? 

1 6 A Y e s . 

17 MR. Q U I N N : I w o u l d a s k t h e C o u r t t o 

18 d i r e c t t h e w i t n e s s t o a n s w e r t h e q u e s t i o n . 

19 T H E C O U R T : T h e r e h a v e b e e n n o 

2 0 o b j e c t i o n s i n t e r p o s e d , M r . S t o d d a r d , a n d c l e a r l y t h e 

21 q u e s t i o n o f w h e t h e r t h e r e a r e d e f e n d a n t s i n t h i s c a s e 

22 t h a t h a v e m a d e o f f e r s o f s e t t l e m e n t m a y h a v e s o m e 

2 3 b e a r i n g o n w h e t h e r t h e r e i s a n y v a l u e t o t h a t 

2 4 l i t i g a t i o n . 

2 5 MR. C H R I S T E N S E N : I t h i n k , Y o u r H o n o r , 

M I D Y E T T R E P O R T I N G S E R V I C E 
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7 5 

1 we w i l l i m p o s e a n o b j e c t i o n a t t h i s t i m e t h a t t h e 

2 s e t t l e m e n t o f f e r s b e t w e e n t h e p a r t i e s a r e p r i v i l e g e d " 

3 b o t h u n d e r R u l e 4 0 8 , b u t a l s o t o d i s c l o s e t h e m a t 

4 t h i s t i m e , a s M r . S t o d d a r d p o i n t s o u t , c a n o n l y c h i l l 

5 a n y a t t e m p t w i t h r e s p e c t t o s e t t l e m e n t , i t s e e m s t o 

6 me, i n t h e f u t u r e . 

7 T H E C O U R T : M r . Q u i n n . 

8 Q ( B y M r . Q u i n n ) M r . S t o d d a r d , a s T 

9 u n d e r s t a n d y o u r t e s t i m o n y , a s i t n o w s t a n d s , 

1 0 s e t t l e m e n t d i s c u s s i o n s h a v e e n s u e d , b u t y o u a r e n o t 

11 w i l l i n g t o r e v e a l t h e s u b s t a n c e o f t h o s e s e t t l e m e n t 

1 2 d i s c u s s i o n s t o t h i s C o u r t ; i s t h a t c o r r e c t ? 

13 MR. C H R T S T E N S E N : I o b j e c t t o t h a t 

14 b e c a u s e h e d i d s a y t h a t — b e f o r e h e w a s r e q u i r e d t o 

1 5 m a k e t h a t d e c i s i o n , I i n t e r p o s e d a n o b j e c t i o n . 

1 6 T H E C O U R T : O b j e c t i o n w a s madR. T 

17 a s k e d f o r a r e s p o n s e . M a y b e y o u d i d n o t u n d e r s t a n d , 

1 8 M r . Q u i n n . Do y o u h a v e a r e s p o n s e t o t h e o b j e c t i o n ? 

1 9 MR. Q U I N N : O h , I'm s o r r y . Y o u r 

2 0 H o n o r , i t m a y w e l l b e t h a t t h e e f f e c t o f t e l l i n g t h i s 

2 1 C o u r t w h a t t h e f i n a n c i a l c o n d i t i o n o f t h e D e h t n r i s 

22 a n d t h e v a l u e o f i t s a s s e t s i s m a y h a v e s o m e e f f e c t 

2 3 o n t h e D e b t o r a n d I t may b e s o m e t h i n g w h i c h t h e 

2 4 D e b t o r d e s i r e s n o t t o d o , b u t i t i s a m a t t e r t h a t t h H 

2 5 D e b t o r i s r e q u i r e d t o p r o v e t h e v a l u e o f t h i s c o m p a n y 

M I D Y E T T R E F O R T I N G S E R V I C E 
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7 5 

1 i n t h e C h a p t e r 7 p r o c e e d i n g i n t h i s c a s e , a n d t h a t 

2 s e t t l e m e n t d i s c u s s i o n s a r e c l e a r l y r e l e v a n t a n d 

3 e s s e n t i a l . I f y o u l o o k b a c k t o t h e d i s c l o s u r e 

4 s t a t e m e n t , t h e s e a s s e t s h a v e b e e n v a l u e d a t s o m e 2 0 0 

5 m i l l i o n , f a r e x c e e d i n g t h e v a l u e s a t t a c h e d t o t h e - -

6 a n y o f t h e t a n g i b l e a s s e t s r e g a r d i n g w h i c h t h e r e ' s 

7 b e e n e x t e n s i v e , e x t e n s i v e t e s t i m o n y h e r e t o d a y . 

8 T H E C O U R T : T h e p r o b l e m i s , M r . Q u i n n , 

9 t h a t t h e q u e s t i o n , t h e v a l u a t i o n t h a t M r . S t o d d a r d 

1 0 h a s p l a c e d o n i t , h a s b e e n i n t h e a s s u m p t i o n t h a t t h e 

11 c a s e i s i n C h a p t e r 7, a n d c i r c u m s t a n c e s w h e r e t h e 

1 2 e s t a t e i s w i t h o u t f u n d s t o d i l i g e n t l y a n d 

1 3 a g g r e s s i v e l y p u r s u e t h e l i t i g a t i o n . A n d s e t t l e m e n t 

1 4 o f f e r s t h a t a r e m a d e a t t h e p r e s e n t t i m e i n t h e f a n e 

1 5 o f a D e b t o r g e a r e d t o p r o c e e d a r e v e r y d i f f e r e n t i n 

1 6 w h a t a t r u s t e e m i g h t p e r c e i v e . 

17 MR. Q U I N N : I n my v i e w , Y o u r H o n o r , 

18 t h e f i r s t q u e s t i o n i s w h a t t h e s e t t l e m e n t o f f e r s a r e 

;1 9 a n d f o l l o w - u p q u e s t i o n i s w h e t h e r a n y o f t h o s e 

2 0 s e t t l e m e n t o f f e r s a r e c o n d i t i o n e d u p o n t h e D e b t o r 

2 1 b e i n g a D e b t o r i n R e o r g a n i z a t i o n a s o p p o s e d t o 

2 2 C h a p t e r 7 D e b t o r . 

2 3 T H E C O U R T : I d o n ' t a g r e e . T h e 

24 q u e s t i o n i s , t h e h y p o t h e t i c a l q u e s t i o n i s , w o u l d a n 

2 5 o f f e r ~ - w o u l d a d e f e n d a n t i n o n e o f t h o s e c a s e s b e 

M I D Y E T T R E P O R T I N G S E R V I C E 
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7 7 

1 w i l l i n g t o m a k e a s e t t l e m e n t o n , w i t h t h e t r u s t e e , o n 

2 t h e s a m e t e r m s t h a t h e w o u l d m a k e w i t h d e b t o r i n 

3 p o s s e s s i o n . 

4 MR. Q U T N N : Y o u r H o n o r , I d i f f e r w i t h 

5 t h e C o u r t ' s s u g g e s t i o n t h a t t h a t ' s a h y p o t h e t i c a l 

6 q u e s t i o n . I d o n ' t t h i n k t h a t i t ' s a h y p o t h e t i c a l 

7 q u e s t i o n . I t h i n k i t ' s a n a c t u a l q u e s t i o n a s t o 

8 w h e t h e r o r n o t t h a t h a s b e e n a c o n d i t i o n o f a n y o f 

9 t h e t e r m s o f n e q o t i a t i o n . 

1 0 A n d i f i t i s n o t a c o n d i t i o n o f a n y o f 

1.1 t h e t e r m s o f n e q o t i a t i o n , I w o u l d s u b m i t t h a t t h e 

12 o f f e r i s e q u a l l y a v a i l a b l e t o a C h a p t e r 7 t r u s t e e a s 

13 i t i s t o t h i s D e b t o r . 

14 T H E C O U R T : W f i l ] , T s u b m i t y o u d o n ' t 

15 d e a l w i t h r e a l i t i e s o f h o w p e o p l e b a r g a i n w i t h D e b t o r 

16 i n P o s s e s s i o n o r w i t h t h e t r u s t e e , M r . Q u . i n n . T w i l l 

1 7 s u s t a i n t h e o b j e c t i o n . 

1 8 Q ( B y M r . Q u i n n ) T n c o m i n g h a c k t o y o u r 

1 9 v a l u a t i o n , M r . S t o d d a r d , y o u d e p o s i t a v a l u e o f 2 0 

2 0 m i l l i o n f o r a l l o f t h e n o n l i t i g a t i o n a s s e t s o f 

2 1 K a i s e r ; i s t h a t c o r r e c t ? 

2 2 A T h a t ' s o n r r e n t . 

2 3 Q A n d o f t h a t a m o u n t , w h a t a m o u n t d o y o u 

2 4 i n c l u d e f o r t h e F o n t a n a w a t e r s t o c k ? 

2 5 A I b e l i e v e a t t h e t i m e t h e d i s c l o s u r e 

M I D Y E T T R E P O R T I N G S E R V I C E 
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t s t a t e m e n t w a s f o r m u l a t e d , we u s e d t h e a c t u a l w r i t t e n 

2 o f f e r f r o m t h e C i t y o f P o n t a n a , w h i c h w a s $ 1 0 

3 m i l l i o n . 

4 Q S o t h a t ' s v a l u e ? 

5 A T h a t 13 c o r r e c t , t h a t i s t h e n u m b e r 

6 t h a t i s i n c l u d e d . 

7 Q A n d ! b e l i e v e i t w a s a l s o y o u r 

S t e s t i m o n y t h a t t h e F o n t a n a , C i t y o f F o n t a n a o f f i c i a l s 

9 i n d i c a t e d t o y o u t h a t t h e y h a d a n a u t h o r i t y t o 

1 0 i n c r e a s e t h a t o f f e r t o $ 1 2 m i l l i o n w h i c h w a s r e j e c t e d 

11 b y K a i s e r ; i s t h a t c o r r e c t ? 

1 2 A T I n d i c a t e d t h a t t h e y h a d a u t h o r i t y t o 

1 3 i n c r e a s e t h a t o f f e r b y $ 2 m i l l i o n . S i n c e i t w a s 

14 n e v e r o f f e r e d , K a i s e r n e v e r r e j e c t e d ; t h a t K a i s e r 

1 5 w o u l d h a v e , h o w e v e r , r e j e c t e d t h a t . 

1 6 Q B u t K a i s e r f e l t t h a t w a s i n a d e q u a t e 

1 7 o f f e r f o r t h a t — 

I S A T h a t ' s c o r r e c t . 

1.9 Q W h a t i s i t a b o u t t h e F o n t a n a w a t e r 

2 0 c o m p a n y s t o c k w h i c h m a k e s i f n o t s u s c e p t i b l e t o 

2 1. l i q u i d a t i o n b y a C h a p t e r 7 t r u s t e e ? 

2 2 A T a m s o r r y . I am n o t s u r e T 

2 3 u n d e r s t o o d y o u r q u e s t i o n . 

2 4 Q W h a t i s i t a b o u t t h e F o n t a n a w a t e r 

2 5 s t o c k t h a t m a k e s i t m o r e d i f f i c u l t f o r a C h a p t e r 7 

M I D Y E T T R E P O R T I N G S E R V I C E 
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7 9 

1 t r u s t e e t o l i q u i d a t e t h a t t h a n f o r K a i s e r t o 

2 l i q u i d a t e t h a t a s s e t ? 

3 A t t h i n k , i t i s p r o b a b l y t h e t i m i n g a n d 

4 t h e n e c e s s a r y p i e c e s o f t h e p u z z l e t h a t h a v e t o b e 

5 p u t t o g e t h e r a l l a t t h e s a m e t i m e t o a c h i e v e m a x i m u m 

6 v a l u e f o r t h a t w a t e r s t o c k . 

7 T h e v a l u e i n t h a t w a t e r c o m p a n y , w h i c h 

8 i s F o n t a n a U n i o n W a t e r C o m p a n y , n o t F o n t a n a W a t e r 

9 C o m p a n y , t h e r e a r e t w o s e p a r a t e c o m p a n i e s , b u t i s 

10 s i m p l y t h e f l o w o f t h e w a t e r . B a s i c a l l y , y o u n e e d t o 

11 p u t t o g e t h e r a f i n a n c e a r m , a u s e r w h o n e e d s t h e 

12 w a t e r a t t h e r i g h t p o i n t i n t i m e , n e e d s i t o v e r t h e 

13 r i g h t p e r i o d o f t i m e , a t t h e s a m e t i m e t h a t w a t e r i s 

14 a v a i l a b l e . T o c a u s e a l l o f t h o s e e l e m e n t s t o c o m e 

15 t o g e t h e r a t t h e s a m e p o i n t i n t i m e t o a c h i e v e m a x i m u m 

15 v a l u e s i m p l y i s n o t c o n t r o l l a b l e i n a n y s h o r t p e r i o d 

17 o f t i m e w h e r e y o u a r e n e c e s s a r i l y r e q u i r e d t o 

18 l i q u i d a t e t h a t i n a g i v e n p o i n t i n t i m e . 

19 Q W h e n y o u s a y m a x i m u m v a l u e , a r e y o u 

20 p o s i t i n g a v a l u e i n e x c e s s o f $ 1 0 m i l l i o n . T g u e s s 

21 w h a t I am s a y i n g , d o y o u t h i n k t h e C i t y o f F o n t a n a 

2 2 w i l l n o t p a y a C h a p t e r 7 t r u s t e e $ 1 2 m i l l i o n f o r t h a t 

23 w a t e r s t o c k ; i. s t h a t w h a t y o u r t e s t i m o n y i. s ? 

24 A My b e s t g u e s s o f w h a t t h e C i t y o f 

25 F o n t a n a w o u l d d o , i f y o u a r e p r o p o s i n g a t r u s t e e , 

M T D Y E T T R E P O R T I N G S E R V I C E 
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3 0 

1 a s s u m i n q t h i s w a s c o n v e r t e d t o C h a p t e r 7 , t h e y w o u l d 

2 c o m e i n w i t h a n o f f e r s u b s t a n t i a l l y l e s s t h a n $ 1 0 

3 m i 1 1 i o n . 

4 Q S o y o u r a n s w e r i s y e s ? 

5 A I f y o u r e p e a t y o u r q u e s t i o n . 

6 Q T h e a n s w e r t o t h e q u e s t i o n — t h e 

7 q u e s t i o n i s , y o u t h i n k t h a t a C h a p t e r 7 t r u s t e e c o u l d 

8 n o t s e l l t h a t w a t e r s t o c k f o r m o r e t h a n $ 1 0 m i l l i o n ? 

9 A N o , I d i d n o t a n s w e r y e s . l a n s w e r e d 

1 0 w h a t I t h o u g h t t h e C i t y o f F o n t a n a w o u l d d o . I 

11 b e l i e v e t h a t t h e t r u s t e e c o u l d s e l l t h a t a t $ 1 0 

12 m i l l i o n . 

1 3 Q N o t. a b o v e ? 

14 A I d o n ' t k n o w . 

1 5 Q W h a t o t h e r v a l u a t i o n s d i d y o u i n c l u d e 

1 5 i n t h e b a l a n c e o f t h e $ 2 0 m i l l i o n i n a s s e t s ? 

1 7 A T c a n j u s t r e a d f r o m t h e d i s c l o s u r e 

I S s t a t e m e n t , w h i c h t o t a l s $ 1 9 1/2 m i l l i o n . T h e f i r s t 

1 9 i t e m i s c a s h o f $ 2 . 2 m i l l i o n . T h e s e c o n d i t e m i s 

2 0 m i s c e l l a n e o u s r e c e i v a b l e s , w h i c h K a i s e r s t i l l h a s nn 

2 1 i t s b o o k s , o f $ 5 0 0 , 0 0 0 . T h e t h i r d i t e m i s t h e 

2 2 e x i s t i n g w a s t e t r e a t m e n t f a c i l i t y w h i c h i s e s t i m a t e d 

2 3 a t $ 2 1/2 m i l l i o n . T h e l a n d i s e s t i m a t e d a t z e r o . 

2 4 T h e E a g l e M o u n t a i n s i t e i s e s t i m a t e d a t $1 1/2 

2 5 m i l l i o n , t h e L a k e T a m a r a c k a n d U n i o n S t e e l r e a l 

M T O Y E T T R E P O R T I N G S E R V I C E 
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S 1 

1 e s t a t e w h i c h i s p r i m a r i l y d e s e r t r e a l e s t a t e i s 

2 e s t i m a t e d a t a h a l f m i l l i o n d o l l a r s . T h e e x i s t i n g ; 

3 m i n e p r o p e r t i e s o r p r o p e r t i e s a r e e s t i m a t e d a t 

4 n o t h i n g . T h e o f f i c e e q u i p m e n t , m i s c e l l a n e o u s 

5 p r o p e r t i e s i n t h e c o r p o r a t e h e a d q u a r t e r s a r e 

6 e s t i m a t e d a t $ 1 0 0 , 0 0 0 . We a l r e a d y d i s c u s s e d t h e 

7 F o n t a n a U n i o n W a t e r s t o c k w h i c h i s e s t i m a t e d a t $ 1 0 

S m i l l i o n . We h a v e e s t i m a t e d t h e I M A C n o t e r e c e i v a b l e , 

9 w h i c h I s a z e r o c o u p o n n o t e , a t $ 2 m i l l i o n . A n d 

1 0 a n o t h e r n o t e r e c e i v a b l e o f $ 2 0 0 , 0 0 0 t o t a l i n g $ 1 9 1/2 

11 m i l l i o n . 

12 Q L e t ' s t u r n t o t h e F o n t a n a p r o p e r t y , 

1 3 f o r a m o m e n t . 

14 A Y e s . 

15 Q U n d e r p l a n r e o r g a n i z a t i o n , t h e F o n t a n a 

16 p r o p e r t y i s t o b e d e v e l o p e d a n d l i q u i d a t e d o r r e v e n u e 

17 g e n e r a t e d t h e r e f r o m u n d e r a n a q r e e m e n t w i t h L u s k , 

I B c o r r e c t ? 

19 A T h a t ' s c o r r e c t . 

2 0 Q W h a t m a n a g e m e n t a n d b i i s i n e s s a c t i v i t y 

21 i s K a i s e r g o i n g t o u n d e r t a k e w i t h r e s p e c t t o t h a t 

2 2 v e n t u r e , o t h e r t h a n c o n t r i b u t i n g t h e l a n d ? 

2 3 A K a i s e r , i t s m a n a g e m e n t . î. t s f o r m e r 

24 e m p l o y e e s a n d r e t i r e e s w i l l b e e x t r e m e l y a c t i v e , b o t h 

2 5 I n t h e p o l i t i c a l a n d n e c e s s a r y p e r m i . t t i n g p r o c e s s 

M T D Y E T T R E P O R T I N G S E R V I C E 
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R 2 

1 t h a t w i l l g o o n w i t h t h e v a r i o u s g o v e r n m e n t a l 

2 a g e n c i e s i n b o t h t h e C i t y o f O n t a r i o , t h e C i t y o f 

3 F o n t a n a , a n d u n i n c o r p o r a t e d S a n B e r n a r d i n o C o u n t y . 

4 Q T h e j o i n t v e n t u r e c a l l s f o r t h e 

5 a p p o i n t m e n t o f a m a n a g i n g p a r t n e r , d o e s i t n o t ? 

6 A Y e s , i t d o e s . 

7 Q Who i s t h e m a n a g i n g p a r t n e r ? 

8 A L u s k o r g a n i z a t i o n . 

9 Q T s K a i s e r a m a n a g i n g p a r t n e r ? 

10 A N o , i t ' s n o t . 

11 Q W h a t a r e t h e d u t i e s o f t h e m a n a g i n g 

12 p a r t n e r ? 

1 3 A T h e d u t i e s o f t h e m a n a g i n g p a r t n e r a r e 

14 p r i m a r i l y a l l a s p e c t s s u r r o u n d i n g t h e a c t u a l 

1 5 d e v e l o p m e n t o f t h e r e a l e s t a t e . 

16 Q W h a t r o l e i n m a n a g e m e n t o f t l i e 

17 p a r t n e r s h i p I s r e s e r v e d t o K a i s e r ? 

I S A T h e r o l e i n t h e m a n a g e m e n t , t h e 

19 d e v e l o p m e n t o f t h e r e a l e s t a t e , a s I i n d i c a t e d , i s 

20 t h e a c t i v i t i e s s u r r o u n d i n g b o t h t h e p e r m i t t i n g a n d 

21 g o v e r n m e n t a l a p p r o v a l s n e c e s s a r y a s w e l l a s t h e 

2 2 p r o c e s s o f d e t e r m i n i n g h o w t o c l e a n u p a n d r e m e d i a t e 

2 3 t h e p r o p e r t y . 

24 Q W h e r e d o e s K a i s e r r e . s e r v e t h a t p o w e r 

2 5 i n t h e m a n a g e m e n t o f t h e p a r t n e r s h i p u n d e r t h e t e r m s 
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8 3 

1 o f t h e . j o i n t v e n t u r e ? 

2 A I a m n o t s u r e t h a t i t i s s p e c i f i c a l l y 

3 r e s e r v e d u n d e r t h e d o c u m e n t s , a n d T w o u l d h a v e t o 

4 l o o k t o r e f r e s h my m e m o r y w h e t h e r I t i s o r i s n ' t . 

5 H o w e v e r , i t i s p r o v i d e d i n t h e d o c u m e n t s t h a t t h e r e 

6 w i l l b e a f i v e - p e r s o n m a n a g e m e n t t e a m c o m p o s e d o f t w o 

7 m e m b e r s o f K a i s e r a n d t h r e e — e x c u s e me, t w o m e m b e r s 

8 o f L u s k o r g a n i z a t i o n a n d o n e m a n a g i n g d i r e c t o r . T h a t 

9 c o m m i t t e e h a s b e e n f o r m e d , h a s b e e n m e e t i n g o n a v e r y 

1 0 r e g u l a r a n d p e r i o d i c b a s i s a n d t h e m a n a g e m e n t 

11 d e c i s i o n s t h a t h a v e c o m e d o w n f r o m t h a t c o m m i t t e e 

12 h a v e i d e n t i f i e d t h e d u t i e s a n d r o l e s i n t h e 

13 d e v e l o p m e n t o f t h a t r e a l e s t a t e p r o j e c t , a s T h a v e 

14 t e s t i f i e d . 

1 5 Q T s i t n o t t r u e t h a t t h e j o i n t v e n t u r e , 

15 b y i t s t e r m s a t l e a s t , v e s t s t h e m a n a g e m e n t o f t h e 

17 p a r t n e r s h i p i n T.usk n o t i n K a i s e r ? 

18 A T h a t ' s c o r r e c t . 

19 Q T e l l me, i f y o u c a n , i n w h a t w a y , 

2 0 b e y o n d t h e c o n t r i b u t i o n o f p r o p e r t y , t h a t K a i s e r ' s 

2 1 i n v o l v e m e n t i n t h i s j o i n t v e n t u r e i s s o e s s e n t i a l t o 

2 2 i t s s u c c e s s t h a t , u n d e r C h a p i t e r 7, t h i s p r o p e r t y h a s 

2 3 a v a l u e o f z e r o a n d u n d e r t h e r e o r g a n i z a t i o n p l a n i t 

2 4 h a s a v a l u e o f t e n s o f m i l l i o n s o f d o l l a r s ? 

2 5 A L e t me e x p l a i n t h a t a l i t t l e b i t . 
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84 

1 Q I w i s h y o u w o u l d . 

2 A H e n r y f ^ a i s e r c r e a t e d a n e m p i r e t h a t 

2 w a s c e n t e r e d i n F o n t a n a , C a l i f o r n i a . B y e x a m p l e , t h e 

4 F o n t a n a f o o t b a l l t e a m a r e c a l l e d t h e F o n t a n a 

5 S t e e l e r s . T h e i m p a c t o f t h e K a i s e r r e t i r e e s a n d i t s 

6 f o r m e r e m p l o y e e s i n t h a t a r e a i s p e r v a s i v e . We h a v e 

7 l o c a l p o l i t i c i a n s w h o , a s a v e r y l a r g e p r o p o r t i o n o f 

8 t h e i r c o n s t i t u e n t s , r e p r e s e n t f o r m e r K a i s e r 

9 e m p l o y e e s , f o r m e r K a i s e r r e t i r e e s , a n d t h e e x i s t i n g 

1 0 m a n a g e m e n t o f K a i s e r t o d a y . T h e y a r e a c u t e l y a w a r e 

11 o f t h e n e e d f o r t h e s u c c e s s o f t h e s e v e n t u r e s , f o r 

12 t h a t m a t t e r , t h e s u c c e s s o f t h e l i t i g a t i o n , s o a s t o 

1 3 b e a b l e t o a c h i e v e a n o n g o i n g c o m p a n y t o n o t o n l y 

14 c r e a t e t h e v a l u e i n t h a t c o m p a n y s o t h a t t h e 

1 5 s h a r e h o l d e r s o f t h e r e o r g a n i z e d K a i s e r w i l l h a v e 

16 r e t u r n e d t o t h e m s o m e o f t h e v a l u e w h i c h t h e y h a v e 

17 l o s t , b u t a l s o t o b r i n g b a c k t o l i f e c e r t a i n j o b s a n d 

1 8 t h e r e p u t a t i o n o f t h e K a i s e r n a m e i n t h a t a r e a . 

1 9 B e c a u s e o f t h a t , t h o s e p o l i t i c i a n s a r e 

2 0 v e r y , v e r y h e l p f u l t o u s a n d t o t h a t j o i n t v e n t u r e 

21 w i t h o b t a i n i n g t h e n e c e s s a r y a p p r o v a l s a n d b e i n g 

2 2 p o s i t i v e f o r c e s b e h i n d t h e d e v e l o p m e n t o f t h e F . a q l e 

2 3 M o u n t a i n p r o j e c t . T h e r e a l , e s t a t e d e v e l o p m e n t a n d 

24 t h e w a s t e t r e a t m e n t p l a n t , a s h a s b e e n t e s t i f i e d t o , 

2 5 a r e v e r y d e p e n d e n t u p o n v a r i o u s p e r m i t t i n g p r o c e s s e s 
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1 w h i c h we h a v e n o w s t a r t e d . 

2 I n a d d i t i o n , a n d s p e c i f i c a l l y 

3 r e s p o n s i v e t o y o u r q u e s t i o n r e g a r d i n g t h e r e a l e s t a t e 

4 d e v e l o p m e n t , I b e l i e v e t h a t K a i s e r h a s f o r m e d a n 

5 u n i q u e a n d v e r y b e n e f i c i a l p a r t n e r s h i p w i t h t h e 

6 D e p a r t m e n t o f H e a l t h S e r v i c e a n d w i t h t h e 

7 E n v i r o n m e n t a l P r o t e c t i o n A g e n c y c a l l i n g f o r t h e 

S c l e a n u p o f t h a t l a n d i n a n o r d e r l y f a s h i o n . T t i s my 

9 o p i n i o n t h a t w i t h o u t b o t h t h e a c t i v e i n v o l v e m e n t o f 

1 0 t h e K a i s e r e m p l o y e e s a n d r e t i r e e s , w h o a r e a l s o t h e i r 

11 c o n s t i t u e n t s , a n d t h e L u s k o r g a n i z a t i o n , w h i c h 

12 p r o v i d e s r e a l e s t a t e e x p e r t i s e a n d f i n a n c i a l b a c k i n g , 

13 t h a t t h a t p a r t n e r s h i p t o d a y w o u l d n o t e x i s t . 

1 4 Q I f I u n d e r s t a n d y o u c o r r e c t l y , y o u a r e 

15 s a y i n g t h a t t h e p o l i t i c a l s u p p o r t o f t h e r e t i r e e s a n d 

1 6 o t h e r p e r s o n s a f f i l i a t e d w i t h K a i s e r h a v i n g a 

17 h i s t o r i c a l i n v o l v e m e n t w i t h K a i s e r , s o m e h o w a i d s t h e 

18 d e v e l o p m e n t o f t h i s r e a l e s t a t e p r o j e c t ? 

1 9 A T h a t ' s c o r r e c t . 

20 Q A n d t h a t i t ' s y o u r b e l i e f t h a t t h a t 

2X p o l i t i c a l s u p p o r t w o u l d n o t b e a v a i l a b l e t o a C h a p t e r 

2 2 7 t r u s t e e o r a n e n t i t y t o whom t h a t C h a p t e r 7 t r u s t e e 

2 3 m i g h t t r a n s f e r t h e a s s e t ? 

2 4 A T h a t i s o n e o f t h e c o m p o n e n t s T 

25 t e s t i f i e d t o . T o s t a n d o n a n o t h e r c o m p o n e n t , t h e 
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1 c l e a n u p , w h i c h h a s b e e n l e f t , p r i m a r i l y t o K a i s e r a s 

2 p a r t o f t h e m a n a g e m e n t t e a m , I s v e r y i n s t r u m e n t a l . 

3 K a i s e r p a r t i c i p a t i o n i s v e r y i n s t r u m e n t a l . R e a s o n 

4 f o r t h a t i s m o s t r e a l e s t a t e d e v e l o p e r s , i n c l u d i n g 

5 t h e L u s k o r g a n i z a t i o n , d o n o t h a v e a n y s t r o n g 

6 e n v i r o n m e n t a l c l e a n u p a r m . 

7 Y o u a r e a w a r e f r o m p r e v i o u s t e s t i m o n y , 

8 K a i s e r h a s b e e n i n t h e w a s t e t r e a t m e n t b u s i n e s s a s t o 

9 t h e t y p e o f w a s t e s t h a t a r e p r o d u c e d w i t h t h e 

1 0 s t e e l - m a k i n g a c t i v i t i e s , f o r o v e r 4 0 y e a r s . I n 

11 a d d i t i o n , K a i s e r h a s o n i t s m a n a g e m e n t s t a f f p e o p l e 

12 w h o h a v e 3 0 , 3 5 , a n d 3 8 , i f I r e c a l l t h e n u m b e r s , b u t 

13 t h e y a r e a p p r o x i m a t e , t h a t m a n y y e a r s o f e x p e r i e n c e 

14 w i t h K a i s e r . 

15 P a r t o f t h e r e a s o n t h a t t h e D e p a r t m e n t 

16 o f H e a l t h S e r v i c e i s s o a n x i o u s t o w o r k w i t h u s a n d 

17 h a s b e e n s o s u p p o r t i v e o f t h i s p u b l i c / p r i v a t e 

18 p a r t n e r s h i p i s b e c a u s e we k n o w e x a c t l y w h a t , w a s t e s 

19 w e r e d e p o s i t e d o n w h a t p i e c e o f t h a t r e a l e s t a t e . We 

2 0 k n o w e x a c t l y w h a t y e a r , we k n o w w h a t , p r o d u c e d t h e m , 

21 w h a t t h e t e c h n o l o g y w a s t o m a k e t h e s t e e l , s o we a r e 

2 2 a b l e t o i d e n t i f y t h e b y - p r o d u c t s t h a t l e a k e d i n t o 

2 2 t h a t s o i l a n d t h a t e v e n t u a l l y c o n t a m i n a t e d t h e 

3 4 g r o u n d w a t e r ; t h a t m a n a g e m e n t s t a f f , u n d e r my 

2 5 d i r e c t i o n i s s t i l l o n s t a f f a n d p l a n s t o s t a y o n 
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8 7 

1 s t a f f t h r o u g h t h e C h a p t e r 11 p r o c e e d i n g a n d t h r o u g h 

2 t h e r e o r g a n i s e d c o m p a n y a n d i n d e e d e m p l o y m e n t 

3 c o n t r a c t s h a v e b e e n a p p r o v e d b y t h i s C o u r t p r o v i d i n g 

4 f o r t h a t . 

5 U n d e r a C h a p t e r 7, I q u e s t i o n w h e t h e r 

6 o r n o t t h a t e x p e r t i s e w o u l d r e m a i n a v a i l a b l e , a n d T 

7 q u e s t i o n w h e t h e r o r n o t t h e D e p a r t m e n t o f H e a l t h 

3 S e r v i c e w o u l d b e a n a c t i v e s u p p o r t e r o f o u r 

9 d e v e l o p m e n t . 

1 0 Q S o , b a s e d o n t h a t , . i t ' s y o u r b e l i e f , 

11 h a v i n g e x a m i n e d t h i s , t h a t y o u r e a l l y b e l i e v e t h a t a 

1 2 C h a p t e r 7 t r u s t e e w o u l d r e a l i z e n o t h i n g f r o m t h a t 

13 l a n d ? 

14 A Y e s , I d o . 

15 Q T u r n y o u r a t t e n t i o n t o t h e E a g l e 

1 6 M o u n t a i n p r o p e r t y . 

17 T H E C O U R T : L e t me a s k t h i s p o i n t o f 

18 c l a r i f i c a t i o n . Do y o u b e l i e v e t h a t , M r . S t o d d a r d , 

19 e v e n i f t h e C o u r t a p p r o v e s t h e T.usk j o i n t v e n t u r e , i f 

2 0 t h a t ' s i n p l a c e , s i n c e we h a v e t h a t s t a r i n g a t u s 

2 1 n o w , t h a t c o n t r a c t i s a p p r o v e d , a n d t h e K a i s e r H S t n t e 

2 2 s h o u l d c o n v e r t t o a 7, i s i t s t i l l y o u r v i e w t h a t 

2 3 L u s k j o i n t v e n t u r e c o n t r a c t w o u l d h a v e n o v a l u e t o a 

2 4 C h a p t e r 7 t r u s t e e . 

2 5 T H E W I T N E S S : A s y o u k n o w , Y o u r H o n o r , 
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S 8 

1 t h e c o n t r a c t p r o v i d e s f o r L u s k , i n e s s e n c e , t o h a v e 

2 a n o p t i o n . T h e y a r e i n f u s i n g 2 1 / 2 t o $ 3 m i l l i n n 

3 d u r i n g t h e i n v e s t i g a t o r y p e r i o d , a n d a t a n y t i m e t h a t 

4 t h e y d e t e r m i n e t h a t i t c a n n o t b e c l e a n e d u p o r i t 

5 c a n n o t b e c l e a n e d u p w i t h i n t h e t y p e o f b u d g e t t h e y 

6 a r e w i l l i n g t o g o a t r i s k f o r , t h e y c a n w i t h d r a w . 

7 We h a v e h a d a m a j o r e v e n t l i k e t h a t i n 

8 r e c e n t m o n t h s . A s y o u k n o w , o r m a y k n o w , t h e K a i s e r 

9 p r o p e r t i e s h a v e b e e n p r o p o s e d t o b e l i s t e d o n t h e 

1 0 n a t i o n a l S u p e r f u n d l i s t . T h a t h a s c a u s e d a 

1 1 s u b s t a n t i a l a m o u n t o f c o n c e r n a n d h a s c r e a t e d a 

1 2 h u r d l e t h a t t h e L u s k o r g a n i z a t i o n h a s h a d t o o v e r c o m e 

1 3 t h a t t h e y w e r e n o t a n t i c i p a t i n g . 

1 4 T h e L u s k o r g a n i z a t i o n , p r i m a r i l y 

1 5 t h r o u g h t h e C a l i f o r n i a C o m m e r c e C e n t e r , h a s a l r e a d y . 

1 6 I n t h e l a s t f e w m o n t h s , b e c o m e a w a r e o f t h e v a l u e 

1 7 t h a t t h e o n g o i n g c o m p a n y a n d t h e d e s i r e o f t h e 

1 8 c o n s t i t u e n t s , o f t h e p o l i t i c i a n s h a v e f o r a n o n g o i n g , 

1 9 p r o f i t a b l e K a i s e r . 

2 0 I c a n n o t a n s w e r o n b e h a l f n f L u s k i f 

2 1 w h e t h e r o r n o t t h e c o n v e r s i o n t o C h a p t e r 7 c o u p l e d 

2 2 w i t h t h e a p p r o p r i a t e l i s t i n g o n t h e E n v i r o n m e n t a l 

2 3 P r o t e c t i o n — e x c u s e me, i n c l u s i o n o n t h e S u p e r f u n d 

2 4 l i s t , t o g e t h e r w o u l d b e e n o u g h t o c a u s e L u s k t o 

2 5 d i s p e n s e w i t h t h e i r . j o i n t p l a n , b u t . , i n my 

M I D V E T T R E P O R T I N G S E R V I C E 
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8 9 

1 e s t i m a t i o n , i t w o u l d b e . 

2 T H E C O U R T : T h a n k y o u . 

3 Q [ B y M r . Q u i n n ) T u r n y o u r a t t e n t i o n , 

4 M r . S t o d d a r d , t o t h e E a g l e M o u n t a i n v e n t u r e . I s 

5 K a i s e r r e q u i r e d t o u n d e r t a k e a n a c t i v e p a r t i n 

S m a n a g e m e n t o f t h a t v e n t u r e ? 

7 A No . 

8 Q I s K a i s e r p e r m i t t e d t o t a k e a c t i v e 

9 r o l e i n t h e m a n a g e m e n t o f t h a t v e n t u r e ? 

10 A I d o n ' t k n o w t h e a n s w e r t o t h a t 

11 q u e s t i o n . We h a v e b e e n r e q u e s t e d t o t a k e a v e r y 

12 a c t i v e r o l e i n c e r t a i n a s p e c t s o f t h a t j o i n t v e n t u r e , 

13 h a v e d o n e s o , a n d c o n t i n u e d t o d a s o j o i n t l y w i t h 

14 M R C . 

15 Q T h a t v e n t u r e h a s n o t y e t c o m m e n c e d , 

16 h a s i t ? 

17 A T h a t ' s c o r r e c t . 

18 Q W h a t ' s t h e t o t a l v a l u e o n l i q u i d a t i o n 

1 9 b a s i s o f t h e a s s e t s t h a t y o u h a v e e m b o d i e d u n d e r t h a t 

2 0 v e n t u r e ? 

2 1 A W h a t ' s t h e t o t a l v a l u e o f t h e a s s e t s 

2 2 e m b o d i e d u n d e r t h a t v e n t u r e o n l i q u i d a t i o n b a s i s ? 

2 3 Q Y e s . 

24 A T h a t i s p r o b a b l y t h e m o s t d i f f i c u l t 

2 5 a s s e t t o d e t e r m i n e . I t I s s i m p l y f o u r i n c r e d i b l y 

M T D Y E T T R E P O R T I N G S E R V I C E 
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1. l a r g e h o l e s i n t h e g r o u n d w a y o u t i n t h e d e s e r t . We 

2 e s t i m a t e d a v a l u e o n l i q u i d a t i o n b a s i s o f o n e a n d a 

3 h a l f m i l l i o n . T h e s u p p o r t f o r t h a t , o r t h e 

4 a s s u m p t i o n t h a t w a s m a d e i s , a s y o u k n o w , a s p a r t o f 

5 t h e MRC C o r p o r a t i o n J o i n t V e n t u r e , t h e y w e r e w i l l i n g 

6 t o p u t t o t a l l y a t r i s k a m i l l i o n a n d a h a l f d o l l a r s 

7 i n a d v a n c e r o y a l t y p a y m e n t , w h i c h , b a s i c a l l y , i n my 

8 m i n d , c a n b e c o m p a r e d f o r a n o p t i o n t o d e t e r m i n e 

9 w h e t h e r o r n o t t h o s e h o l e s c a n , i n d e e d , b e u s e d a s a 

1 0 m u n i c i p a l l a n d f i l l . 

11 B e c a u s e o f t h a t , T u s e d t h e m i l l i o n 

1 2 a n d a h a l f , a s s u m i n g t h a t s o m e o t h e r p a r t y a n d 

13 p e r h a p s e v e n MRC i t s e l f , w o u l d b e w i l l i n g t o p u r c h a s e 

14 t h a t p r o p e r t y f o r t h e s a m e r e a s o n a t t h a t a m o u n t . 

15 Q H a v e y o u s o l i c i t e d a n y a p p r a i s a l s o r 

1 6 c o n t r a c t e d f o r a n y a p p r a i s a l s o f t h a t p r o p e r t y ? 

17 A N o , we h a v e n o t , I n r e c e n t y e a r s . 

18 Q H a v e y o u s o l i c i t e d a n y o f f e r s t o 

1 9 p u r c h a s e t h e p r o p e r t y ? 

2 0 A N o . W e h a v e n o t , u n d e r o r d e r o f t h i s 

2 1 C o u r t , a p p r o v i n g t h e p r e l i m i n a r y a g r e e m e n t w i t h MRC. 

2 2 I t ' s my v i e w t h a t we a r e p r o h i b i t e d f r o m d o i n g t h a t 

2 3 f o r t h e l a s t 12 m o n t h s . 

2 4 Q How l o n g h a s K a i s e r b e e n i n C h a p t e r 11 

2 5 p r o c e e d 1 n g s ? 

M T O Y E T T R E P O R T I N G - S E R V I C E 
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1 A A p p r o x i m a t e l y 18 m o n t h s . 

2 Q P r i o r t o t h e e n t r y i n t o t h e 

3 p r e l i m i n a r y a g r e e m e n t w i t h M R C , h a d y o u . s o l i c i t e d a n y 

4 s a l e a g r e e m e n t s f o r t h a t a s s e t ? 

5 A T w a s n o t a c t i v e w i t h K a i s e r a t t h a t 

6 p o i n t i n t i m e , b u t i t i s my u n d e r s t a n d i n g t h a t we 

7 s o l i c i t e d s e v e r a l p r o p o s a l s f r o m a w i d e v a r i e t y o f 

8 p e o p l e i n t h e w a s t e m a n a g e m e n t b u s i n e s s f o r j o i n t 

9 v e n t u r e t y p e o f p u r p o s e s . T d o n o t k n o w w h e t h e r 

10 t h e r e w e r e a n y a c t u a l s o l i c i t a t i o n o f s a l e s . 

11 Q H a v e y o u m a d e a n y i n v e s t i g a t i o n o f 

12 t h a t ? 

1 3 A T a m s o r r y . O f w h a t ? 

14 Q H a v e y o u i n v e s t i g a t e d t o s e e w h e t h e r 

1 5 o r n o t K a i s e r h a d r e c e i v e d a n y o f f e r s t o p u r c h a s e 

I S t h o s e a s s e t s ? 

1 7 A N o , X h a v e n o t m a d e a n y i n v e s t i g a t i o n , 

1 8 b u t T b e l i e v e T w o u l d k n o w i. f t h e y h a d . 

19 MR. Q U I N N : T h a v e n o f u r t h e r 

2 0 q u e s t i o n s , Y o u r H o n o r . 

2 1 T H E C O U R T : M r . B u g g . 

2 2 E X A M I N A T I O N 

2 3 B Y MR. H U G O : 

2 4 Q M r . S t o d d a r d , y o u j u s t t e s t i f i e d t h a t 

2 5 y o u — K a i s e r , I m e a n — h a v e a v e r y i n t i m a t e 

M T D Y E T T R E P O R T I N G S E R V I C E 
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1 u n d e r s t a n d i n g o f t h e p r o b l e m s o f t h e e n v i r o n m e n t a l 

2 p r o b l e m s o n t h e m i l l s i t e . D o y o u h a v e a p r e l i m i n a r y 

3 e s t i m a t e o f w h a t t h e c l e a n u p i s g o i n g t o c o s t o n t h e 

4 m i l l s i t e ? 

5 A We h a v e h a d t w o d i f f e r e n t 

6 e n v i r o n m e n t a l e n g i n e e r i n g f i r m s e v a l u a t e , o n a v e r y 

7 p r e l i m i n a r y b a s i s , t h e c l e a n u p c o s t s . O n e i s 

8 M o n t g o m e r y E n g i n e e r s , w h o h a s g i v e n u s a g e n e r a l 

9 e s t i m a t e o f $ 3 1 m i l l i o n t o c l e a n u p t h e p r o p e r t y . 

1 0 T h e s e c o n d i s a f i r m o u t o f H o u s t o n , 

11 T e x a s , w h o h a s b e e n e m p l o y e d b y t h e c l e a n u p o f t h e 

12 A m o c o s t e e l m i l l , w h i c h h a s s i n c e b e e n c o n v e r t e d i n t o 

1 3 a n i n d u s t r i a l p a r k , w h i c h i s a b o u t t h r e e y e a r s a h e a d 

14 o f o u r p l a n n e d d e v e l o p m e n t . T h a t f i r m n a m e i s J o n e s 

1 5 a n d H e u s e . A n d t h e y h a v e c o m e i n w i t h a n 

16 a p p r o x i m a t e l y $ 2 8 m i l l i o n c l e a n u p c o s t . 

1 7 Q T u n d e r s t a n d t h a t t h i s c l e a n u p u n d e r 

18 t h e L u s k a g r e e m e n t i s t o b e f u n d e d a t 8 9 c e n t s a 

1 9 s q u a r e f o o t ? 

2 0 ' A T h a t ' s c o r r e c t . 

21 Q A n d b a s e d o n t h e a m o u n t o f s q u a r e 

2 2 f o o t a g e o f t h e m i l l s i t e , how m u c h d o e s t h a t c o m e t o ? 

2 3 A R i g h t a t 3 3 o r $ 3 4 m i l l i o n . T w o u l d 

2 4 h a v e t o d o t h e a r i t h m e t i c n n t h a t . T h i s e n c o m p a s s e s 

2 5 a l l o f t h e p l a n n e d d e v e l o p m e n t w h i c h i n c l u d e s 

M I D Y E T T R E P O R T I N G S E R V I C E 
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1 a p p r o x i ma t e l y 1 3 0 0 a c r e s . 

2 Q I n o t h e r w o r d s , i t e n c o m p a s s e s — t h e 

3 4 4 m i l l i o n t h a t y o u t e s t i f i e d e a r l i e r t o e n c o m p a s s e s 

4 8 9 c e n t s p e r s q u a r e a f o o t o n t h e W e s t E n d p r o p e r t y ? 

5 A T h a t ' s c o r r e c t . 

6 Q T h e r e f o r e , t h e c a p i t a l a c c o u n t t h a t 

7 y o u t e s t i f i e d t o o f $ 9 1/2 m i l l i o n t h a t w a s q o i n q t o 

8 b e d e v e l o p e d i n t h e — o n t h e W e s t E n d p r o p e r t y , 

9 w o u l d b e r e d u c e d i f y o u d o n ' t q e t t h e W e s t E n d 

10 p r o p e r t y ? 

11 A T h a t i s n o t c o r r e c t . T h e c a p i t a l 

17 a c c o u n t i s b a s e d s o l e l y o n p r o p e r t y w h i c h we o w n 

1 3 t o d a y . 

14 Q A t $ 1 . 3 6 a s q u a r e f o o t ? 

1 5 A T h a t ' s c o r r e c t . 

1 6 Q S o t h e r e w o u l d b e ~-

1.7 A I f I c o u l d b r i n q t h o s e t w o a n s w e r s 

1 8 t o q e t h e r , t h e n e t c a p i t a l a c c o u n t w o u l d b e i n c r e a s e d 

19 i f t h e c l e a n u p w a s o n l y p e r f o r m e d o n t h e m i l l s i t e , 

2 0 b e c a u s e t h e c l e a n u p c o s t s w o u l d b e a b o u t $ 1 0 m i l l i o n 

2 1 l e s s ; t h e r e f o r e , t h e c a p i t a l a c c o u n t w o u l d b e a b o u t 

2 2 $ 1 0 m i l l i o n m o r e . 

2 3 Q A r e y o u t e s t i f y i n g t h a t I t w o u l d c o s t 

2 4 $ 1 0 m i l l i o n t o c l e a n u p t h e West, E n d p r o p e r t y ? 

2 5 A l a m n o t . 

M I D V E T T R E P O R T I N G S E R V I C E 
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1 Q B u t t h e c l e a n u p t h e r e w o u l d b e 1 0 

2 m i l l i o n l e s s t h a n i f y o u c l e a n e d u p t h e r e s t o f t h e 

3 p r o p e r t y ? 

4 A I h a v e m a d e n o t e s t i m o n y w h a t s o e v e r 

5 a b o u t t h e c l e a n u p c o s t s o n t h e W e s t E n d p r o p e r t y . T 

6 h a v e s o l e l y t e s t i f i e d a s t o w h a t t h e e c o n o m i c 

7 w o r k i n g s o f t h e j o i n t v e n t u r e b e t w e e n I. u s k a n d K a i s e r 

8 a r e . T h e y d o n o t i n a n y w a y b e a r a n y r e s e m b l a n c e t o 

9 w h a t a n y a n t i c i p a t e d c o s t s m a y b e f o r a n y s p e c i f i c 

1 0 p i e c e o f p r o p e r t y , I n c l u d i n g t h e W e s t E n d p r o p e r t y . 

11 Q B u t i t ' s t r u e t h a t c l e a n u p m o n e y 

12 a v a i l a b l e u n d e r t h e L u s k a g r e e m e n t , i f y o u d o n o t g e t 

13 t h e W e s t E n d p r o p e r t y , i s r e d u c e d b y a p p r o x i m a t e l y 

14 $ 1 0 m i l l i o n ; i s t h a t c o r r e c t ? 

15 A Y e s , t h a t ' s c o r r e c t . V e r y 

1 6 a p p r o x i m a t e . A s T s a i d , T h a v e n ' t d o n e t h e 

17 a r i t h m e t i c b u t , y e s , t h a t ' s c o r r e c t . 

1 8 Q A n d t h e r e f o r e t h e $ 1 0 m i l l i o n , i f t h e y 

1 9 d o n o t p u t i n t h a t e x t r a $ 1 0 m i l l i o n , t h a t w o u l d 

2 0 r e d u c e t h e a m o u n t o f m o n e y t h a t m i g h t c o m e b a c k t o 

2 1 K a i s e r i f t h e c l e a n u p c o s t s a r e l e s s ? 

2 2 A I d o n ' t b e l i e v e s o . I b e l i e v e t h a t i t 

2 3 s i m p l y c h a n g e s t h e f o r m i n w h i c h t h e s e d o l l a r s c o m e 

2. 4 b a c k t o K a i s e r . A s I t e s t i f i e d , t h e $ 1 0 m i l l i o n l e s s 

2 5 t h a t w o u l d g o i n t o t h e c l e a n u p c o s t s , w o u l d h a v e t h e 

M I D Y E T T R E P O R T I N G S E R V I C E 
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1 e f f e c t o f i n c r e a s i n g t h e n e t c a p i t a l a c c o u n t . S o 

2 t h a t r a t h e r t h a n g e t t i n g t h e m b a c k i n t h e f o r m o f t h e 

3 s a v i n g s o f t h e r e m e d i a t i o n c o s t , we w o u l d g e t t h e m 

4 b a c k i n t h e f o r m o f o u r c a p i t a l a c c o u n t , w h i c h w o u l d 

5 t h e n b e a p p r o x i m a t e l y $ 1 9 1/2 m i l l i o n n o t $ 9 1/2 

6 m i l l i o n . 

7 Q I t w o u l d b e a d o l l a r - f o r - d n l l a r 

8 s a v i n g s ? 

9 A I t w o u l d b e a d o l . l a r - f o r - d o l 1 a r 

10 s a v i n g s a c c o r d i n g t o t h e a r i t h m e t i c . T h e c a p i t a l 

11 a c c o u n t c o m e s b a c k t o K a i s e r s l i g h t l y s l o w e r t h a n t h e 

1. 2 r e m e d i a t i o n s a v i n g s , s o t h e r e w o u l d b e a s l i g h t l y 

13 r e d u c e d a m o u n t i f i t c a m e b a c k i n t h e f o r m o f a 

14 c a p i t a l a c c o u n t , d u e t o t h e p r e s e n t v a l u e m o n e y . 

1 5 Q A n d i f t h e c l e a n u p c o s t s e x c e e d 3 3 

16 m i l l i o n , h o w d o e s K a i s e r p r o p o s e t o r a i s e t h e m o n e y 

17 t o d o t h a t c l e a n u p ? 

18 A T h e j o i n t v e n t u r e a g r e e m e n t w i t h t h e 

19 L u s k c o m p a n y d o e s n o t p r o v i d e t h a t t h e $ 4 4 m i l l i o n 

2 0 f o r t h e t o t a l , p r o j e c t o r t h e l e s s e r a m o u n t f o r t h e 

21 m i l l s i t e o n t h e s t a n d - a l o n e b a s i s i s t h e c a p a t 

22 w h i c h L u s k c e a s e s t o i n f u s e c l e a n u p m o n e y . T t s i m p l y 

2 3 p r o v i d e s t h e c a p a t w h i c h we a c c r u e d t o t h e s a v i n g s ; 

24 a n d , s e c o n d l y , t h e c a p a s t o w h e r e t h e y f u n d a l l o f 

2 5 t h e c l e a n u p c o s t s w i t h o u t o u r 5 0 p e r c e n t i n t e r e s t s 

MTDYF.TT R R P O R T T N O S E R V I C E 
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1 b e i n g a f f e c t e d . 

2 T h e r e i s a f o r m u l a t h a t p r o v i d e s f o r 

3 t h e L u s k C o m p a n y t o i n f u s e i n e x c e s s o f $ 4 4 m i l l i o n , 

4 o r i n e x c e s s o f t h e s m a l l e r a m o u n t , s o l e l y o n t h e 

5 m i l l s i t e a n d K a i s e r p e r c e n t a g e i n t e r e s t , 5 0 p e r c e n t 

6 i n t e r e s t i s t h e n r e d u c e d a c k n o w l e d g i n g t h e f a c t t h a t 

7 K a i s e r m a y n o t h a v e c l e a n u p c o s t a v a i l a b l e a t t h e 

8 p o i n t i n t i m e t h e y a r e n e e d e d . 

9 A s a n a d d i t i o n a l b e n e f i t t o K a i s e r , we 

1 0 h a v e a l o o k - b a c k p e r i o d s o t h a t we h a v e t h e a b i l i t y , 

11 a f t e r t h e c l e a n u p h a s b e e n a c c o m p l i s h e d , a f t e r t h e 

1 2 d o l l a r s h a v e b e e n s p e n t , t o r e i m b u r s e L u s k f o r o u r 5 0 

13 p e r c e n t s h a r e f o r t h a t o v e r a g e . I n t h a t e v e n t , o u r 

14 5 0 p e r c e n t i n t e r e s t i n t h e p a r t n e r s h i p i s l e f t 

1 5 i n t a c t . We g e t a 2 0 - 2 0 h i n d s i g h t l o o k a t w h e t h e r o r 

1 6 n o t we w a n t t o f i n d a n a l t e r n a t i v e m e a s u r e t o f u n d 

17 t h a t e x c e s s c l e a n u p c o s t . H u t k e e p i n m i n d a t a l l 

18 t i m e s , K a i s e r i s n o t r e q u i r e d t o f u n d t h a t . A n d t h a t 

19 L u s k u n d e r s t a n d s t h a t t h e c l e a n u p c o s t i n e x c e s s o f 

2 0 t h a t a m o u n t a r e c o m i n g i n i t i a l l y f r o m t h e L u s k 

2 1 o r g a n i z a t i o n . 

2 2. Q U n d e r t h e o p t i o n o u t t e r m s o f t h a t 

2 3 a g r e e m e n t , c a n L u s k o p t n o t t o f u n d t h a t c l e a n u p c o s t 

24 a t a l l i f t h e y — t h e W e s t E n d i s n o t a c q u i r e d ? 

"5 A W e l l , l e t me a n s w e r t h a t a l i t t l e m o r e 

MTDYF.TT R E P O R T I N G - S E R V I C E 
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1 b r o a d l y , w h i c h I t h i n k a n s w e r s y c n i r q u e s t i o n . r, u s k , 

2 a t a n y t a m e d u r i n g t h e i n v e s t i g a t o r y p e r i o d , c a n 

3 c h o o s e n o t t o g o f o r w a r d w i t h d e v e l o p m e n t o f t h i s 

4 r e a l e s t a t e p r o j e c t a t a l l , i f i t d e t e r m i n e s i t t o l i e 

5 e c o n o m i c a l l y u n f e a s i b l e . 

6 Q S o t h a t i s — t h a t w o u l d b e s o m e t h i n g 

7 t h a t f a l l s w i t h i n t h a t t e r m , a s y o u s e e i t ? 

8 A N o , T d o n ' t t h i n k i t f a l l s w i t h i n t h a t 

9 t e r m . K e e p i n m i n d , I t e s t i f i e d e a r l i e r t h a t t h e r e 

1 0 a r e r e a l l y t w o j o i n t v e n t u r e s , t w o d i f f e r e n t 

11 d o c u m e n t s ; t h a t o n e i s a n o p t i o n c o n t r a c t , o n e i s a 

12 j o i n t v e n t u r e a g r e e m e n t , w h i c h T b e l i e v e i s i n t h e 

1 3 f o r m o f p a r t n e r s h i p a g r e e m e n t . 

14 T h e W e s t E n d p r o p e r t y I s i n a s e p a r a t e 

15 a g r e e m e n t . S o i f t h e y d i d n o t w a n t t o g o f o r w a r d 

1 6 w i t h t h e d e v e l o p m e n t o f t h e W e s t E n d p r o p e r t y b e c a u . s e 

17 i t w a s n o t r e t u r n e d t o K a i s e r , o r f o r a n y o t h e r 

1 8 r e a s o n , t h a t w o u l d h a v e n o e f f e c t o n t h e 

19 d e t e r m i n a t i o n o f w h e t h e r o r n o t t h e y w a n t e d t o g o 

2 0 f o r w a r d w i t h t h e m i l l s i t e d e v e l o p m e n t . 

21 Q W e l l , T w a n t t o m a k . e my q u e s t i o n 

2 2 c l e a r . W e l l , e i t h e r d o e s n ' t n e c e s s a r i l y a f f e c t i f . 

2 3 I t w o u l d b e s o m e t h i n g t h e y c o u l d u s e a s a r e a s o n n o t 

2 4 t o g o a h e a d w i t h m i l l s i t e d e v e l o p m e n t b e c a u s e t h e y 

2 5 d i d n ' t t h e n d e e m i t e c o n o m i c a l l y f e a s i b l e ; i s t h a t 

M T D Y K T T R E P O R T I N G S E R V I C E 
( 2 0 3 1 4 2 4 - 2 2 1 7 

http://becau.se


9 f i 

1 c o r r e c t ? 

2 A Y o u a r e a s k i n g me t o l o o k i n t o t h e 

3 m i n d s o f L u s k o f w h y t h e y m i g h t n o t w a n t t o g o 

4 f o r w a r d w i t h t h e m i l l s i t e . I c a n o n l y a n s w e r y o u 

5 t h a t n e g o t i a t i o n s w e r e v e r y s p e c i f i c . T h e r e a r e t w o 

fi s e p a r a t e s e t s o f n e g o t i a t i o n : O n e t h a t f o c u s e d o n 

7 m i l l s i t e , a n d o n e t h a t f o c u s e d o n d e v e l o p m e n t o f t h e 

S W e s t E n d p r o p e r t y , a n d t h e y w e r e t o t a l l y s e p a r a t e . 

9 Q E x c e p t t h a t o p t i o n a g r e e m e n t f o r 

1 0 p u t t i n g f u n d s i n t o i t i s o n e a g r e e m e n t a n d 

1 1 a n t i c i p a t e s t h e p u t t i n g i n o f f u n d s o n b o t h 

12 a g r e e m e n t s p u r s u a n t t o i t s t e r m s ; i s n ' t t h a t c o r r e c t ? 

1.3 A T h a t i s c o r r e c t . T h a t c l e a n u p f u n d s 

14 a r e a n t i c i p a t e d t o b e s p r e a d o v e r t h e e n t i r e p a r c e l . 

15 T h a t ' s h o w t h a t p a r t i c u l a r m o n e t a r y e l e m e n t w a s 

1 6 n e g o t i a t e d . 

17 Q N o w , I w o u l d l i k e t o g o b a c k v e r y 

18 b r i e f l y t o , T b e l i e v e , i t w a s E x h i b i t 7. , w h i c h I s t h e 

1 9 s u m m a r y o f p r o j e c t e d c a s h f l o w s . J u s t v e r y b r i e f l y , 

2 0 a n d t h i s m a y h a v e b e e n a s k e d b e f o r e , d i d y o n p r e p a r e 

21 t h e s e y o u r s e l f o r h a v e . s o m e o n e e l s e p r e p a r e i t u n d e r 

22 y o u r d i r e c t i o n ? 

2 3 A T h i s w a s t h e j o i n t e f f o r t o f , T a r n 

2 4 g u e s s i n g , 12 e m p l o y e e s o f K a i s e r S t e e l C o r p o r a t i o n , 

2 5 w i t h t h e a s s i s t a n c e o f F r i c e W a t e r h o u s e t h r o u g h t h e 
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1 a r i t h m e t i c a n d c o m p u t e r c o m p i l a t i o n . 

2 Q T h e l i n e u n d e r p r o j e c t c a s h r e c e i p t s 

3 f r o m o p e r a t i o n s , n e x t t o t h e i n d u s t r i a l p a r t . 

4 A Y e s . 

5 Q W h a t a r e t h e s o u r c e s o f t h o s e 

6 r e c e i p t s ? T u n d e r s t a n d t h a t t h e f i r s t y e a r , t h e 

7 f i r s t q u a r t e r t h e r e , 3 m i l l i o n o f t h a t c o m e s f r o m 

8 L u s k ; i s t h a t c o r r e c t ? 

9 A Y e s , w h i c h i s n o w c o r r e c t e d t o b e fi 

10 m i l l i o n . 

11 Q B u t t h e --

12 A O t h e r t h a n t h a t 5 m i l l i o n , w e h a v e 

13 v a r i o u s l e a s e s o n t h e p r o p e r t y t o d a y a n d v a r i o u s -- T 

14 am s o r r y . We a r e t a l k i n g a b o u t t h e i n d u s t r i a l p a r k 

15 l i n e ? 

1 6 Q Y e s . 

17 A A n d v a r i o u s c o n t r a c t s t h a t we a r e 

18 r e c e i v i n g r e v e n u e f r o m t o d a y a n d we h a v e b e e n 

19 r e c e i v i n g r e v e n u e f r o m t h r o u g h o u t p e n d e n c y o f t h e 

2 0 C h a p t e r 11 p r o c e e d i n g s . T h e s e a r e l e a s e s , s a l e s o f 

21 s a l v a g e m a t e r i a l s , c e r t a i n s t o r a g e c o n t r a c t s , t h e 

22 p r o c e s s i n g a n d s a l e o f s l a g . T b e l i e v e t h e o t h e r 

2 3 c o n t r a c t s a r e i n t h e w a s t e t r e a t m e n t f a c i l i t y l i n e , 

2 4 s o T b e l i e v e t h a t ' s e v e r y t h i n g . 

2 5 Q S o a n y w a y , t h e y c o m e f r o m l e a s e s a n d 

MTDYF.TT R E F O F T I N G S E R V I C E 
( 3 0 3 ) 424-2,2 1 7 



1 0 0 

1 o t h e r c o n t r a c t s r e l a t e d t o t h e p r o p e r t i e s t h a t w e r e 

2 c o n s i d e r e d i n c l u d e d i n t h e s e p r o j e c t e d c a s h f l o w s ? 

3 A Y e s . 

4 Q I n r e g a r d t o t h e w a s t e t r e a t m e n t 

5 f a c i l i t y , a r e y o u f a m i l i a r w i t h a c o n t r a c t b e t w e e n 

6 P a r s o n ' s C o m p a n y a n d C S I u n d e r w h i c h P a r s o n ' s w i l l 

7 b u i l d a n a q u e o u s w a s t e t r e a t m e n t p l a n t f o r C S I ? 

8 A I am n o t f a m i l i a r w i t h t h e c o n t r a c t . 

9 I am t o t a l l y f a m i l i a r t h a t C S I h a s e m p l o y e d t h e 

1 0 P a r s o n ' s C o m p a n y f o r t h e p u r p o s e o f e v a l u a t i n g t h e 

11 c o s t o f b u i l d i n g t h e i r o w n i n - h o u s e w a s t e t r e a t m e n t 

12 p l a n t . 

13 MR. B U G G : I h a v e n o f u r t h e r 

14 q u e s t i o n s , Y o u r H o n o r . 

1 5 T H E C O U R T : A n y o n e e l s e ? 

16 MR. C H R I S T E N S E N : W h a t I w o u l d l i k e t o 

17 d o a t t h i s t i m e , Y o u r H o n o r , we h a v e o n e w i t n e s s w i t h 

18 a 1 : 3 0 a i r p l a n e . I d o n ' t k n o w w h a t y o u r p r e f e r e n c e 

19 I s . T t h i n k h e ' s a s h o r t w i t n e s s . I w o u l d l i k e t o 

20 t a k e h i m o u t o f o r d e r s o h e c a n c a t c h t h e a i r p l a n e 

2 1 a n d t a k e a l a t e l u n c h b r e a k . I d o n ' t k n o w Y o u r 

2 2 H o n o r ' s p r e f e r e n c e o r c a l e n d a r . 

2 3 T H E C O U R T : T h a t ' s a l l r i g h t . 

24 MR. C H R I S T E N S E N : I m i g h t w a n t t o 

2 5 r e c a l l M r . S t o d d a r d . 
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1 0 1 

1 T H E C O U R T : A l l r i g h t . M r . S t o d d a r d , 

2 i f v o u w o u l d , s t e p d o w n , p l e a s e . 

3 MR. C H R I S T E N S E N : M r . D o n T h o m a s , 

4 p i e a s e . 

5 D O N A L D T H O M A S , 

6 h a v i n g b e e n c a l l e d a s a w i t n e s s o n b e h a l f o f t h e 

7 D e b t o r , b e i n g f i r s t d u l y s w o r n u p o n h i s o a t h , 

8 t e s t i f i e d a s f o l l o w s : 

9 E X A M I N A T I O N 

10 B Y MR. C H R I S T E N S E N : 

11 Q W o u l d y o u s t a t e y o u r f u l l n a m e a n d 

1?. a d d r e s s , p l e a s e , f o r t h e r e c o r d . 

13 A My n a m e i s D o n a l d E . T h o m a s . I l i v e 

14 i n D a l l a s , T e x a s , a t 6 0 2 5 D e l R e y . 

15 Q B y whom a r e y o u e m p l o y e d ? 

16 A I am p a r t n e r w i t h t h e f i r m P r i o e 

1 7 Wa t e r h o u s e . 

18 Q W h a t p o s i t i o n d o y o u h o l d ? 

19 A A s a p a r t n e r , I am r e s p a n s i h i e f o r a 

2 0 s p e c i a l i z e d g r o u p i n t h e c o n s u l t i n g p r a c t i c e t h a t 

21 d e a l s w i t h f i n a n c i a l r e s t r u c t u r e s , b a n k r u p t c y a n d 

2 2 l i t i g a t i o n s u p p o r t s e r v i c e s . 

2 3 Q Do y o u h a v e i n f r o n t o f y o u E x h i b i t 4 ? 

2 4 A Y e s . 

2 5 Q C a n y o u t e l l t h e C o u r t w h a t t h a t i s , 
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1 p l e a s e ? 

7. A E x h i b i t 4 i s o u r s t a n d a r d r e s u m e 

3 f o r m a t f o r P r i c e W a t e r h o u s e , r e s u m e o n m y s e l f . 

4 Q T h i s h a s y o u r e d u c a t i o n a n d v o c a t i o n a l 

5 b a c k g r o u n d ? 

6 A Y e s , i t d o e s . 

7 MR. C H R I S T E N S E N : T w o u l d m o v e t h e 

8 a d m i s s i o n o f E x h i b i t 4. 

9 MR. Q U T N N : No o b j e c t i o n . 

1 0 MR. B U f i G : No o b j e c t i o n . 

11 T H E C O U R T : X t w i l l b e r e c e i v e d , 

12 Q ( B y M r . C h r i s t e n s e n ) T h e o n l y 

1 3 q u e s t i o n I w o u l d l i k e t o a s k y o u , b a s e d o n E x h i b i t 4, 

14 i f y o u w o u l d , M r . T h o m a s , h a v e y o u t e s t i f i e d i n o t h e r 

1 5 b a n k r u p t c y p r o c e e d i n g s a s a n e x p e r t w i t n e s s w i t h 

1 6 r e s p e c t t o t h e f e a s i b i l i t y o f b u s i n e s s p l a n s ? 

17 A Y e s , I h a v e . 

18 Q A p p r o x i m a t e l y h o w m a n y ? 

19 A A p p r o x i m a t e l y h a l f a d o z e n . 

2 0 Q H o w d i d y o u c o m e t o b e i n v o l v e d i n 

2.1 t h i s p a r t i c u l a r c a s e ? 

2 2 A We w e r e a s k e d b y y o u a n d y o u r f i r m , 

2 2 r e p r e s e n t i n g t h e D e b t o r , t o t a k e o n a n a s s i g n m e n t t o 

2 4 r e v i e w t h e p r o j e c t i o n s a n d a s s u m p t i o n a n d f e a s i b i l i t y 

2 5 n f t h e p l a n p r e s e n t e d b y t h e p r o p o n e n t s . 

M T D Y E T T R E P O R T I N G S E R V I C E 
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1 1 s 

t t h e b u s i n e s s p l a n f e a s i b l e ? 

2 A I f L u s k o r s o m e o n e e l s e d o e s n o t m a k e 

3 a c o n t r i b u t i o n l i k e t h i s , a n d i f t h o s e e n v i r o n m e n t a l 

4 p r o b l e m s w e r e v e r y l a r g e , t h e n I t h i n k t h a t t h e 

5 c o m p a n y d o e s h a v e a d i f f i c u l t t i m e i n s p e n d i n g m o n e y 

6 t o c l e a n u p t h o s e e n v i r o n m e n t a l i s s u e s . 

7 Q I s t h a t a y e s ? 

B T H E C O U R T : T h a t ' s w h a t i t i s . M r . 

9 Q u I n n . 

1 0 MR . Q U I N N : I h a v e n o f u r t h e r 

11 q u e s t i o n s , Y o u r H o n o r . 

12 MR . B U R G : I h a v e n o q u e s t i o n s . 

13 MR - OHRT S T E N S E N : No r e d i r e c t , Y n u r 

14 H o n o r . T h e w i t n e s s m i g h t b e e x c u s e d . T w o u l d 

15 a p p r e c i a t e i t . 

1 6 T H E C O U R T : O k a y . T h a n k y o u , M r . 

17 T h o m a s . N i c e t o s e e y o u a g a i n . 

18 MR. C H R I S T E N S E N : C o n v e n i e n t t i m e f o r 

1 9 l u n c h b r e a k . 

2 0 T H E C O U R T : R e c e s s u n t i l 1 : 3 0 . 

2 1 ( R e c e s s . ) 

22 T H E C O U R T : B e s e a t e d , p l e a s e . 

2 3 MR. C H R I S T E N S E N : T w o u I d l i k e t o 

2 4 r e c a l l M r . S t o d d a r d t o t h e s t a n d . 

2 5 T H E C O U R T : M r . S t o d d s r d , i. f y o n w o u 1 d 
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1 t a k e t h e s t a n d , p l e a s e . 

2 Q ( B y M r . C h r i s t e n s e n ) M r . S t o d d a r d , T 

3 w o u l d l i k e t o j u s t c o v e r t h r e e a r e a s w i t h y o u v e r y 

4 b r i e f l y . M r . Q u i n n a s k e d y o u i f t h e MR 0 o r E a g l e 

5 M o u n t a i n t r a n s a c t i o n h a d b e e n s h o p p e d . T t h i n k y o u 

6 i n d i c a t e d t h a t i t h a d n o t b e e n a c t i v e l y b e c a u s e o f a n 

7 a g r e e m e n t w i t h M RC. S u b s e q u e n t , h o w e v e r , t o t h e MRC 

8 t r a n s a c t i o n b e i n g f i l e d w i t h t h i s C o u r t a n d b e i n g 

9 m a d e p u b l i c , d i d y o u r e c e i v e i n d e p e n d e n t i n q u i r i e s 

1 0 f r o m t h i r d p a r t i e s a b o u t t h i s t r a n s a c t i o n ? 

11 A Y e s , we d i d , 

12 Q Who w e r e t h o s e t h i r d p a r t i e s ? 

13 A T h e r e w e r e t w o s e p a r a t e p a r t i e s . O n e 

14 w a s W e s t e r n W a s t e C o r p o r a t i o n . A n d s e c o n d l y , a 

15 r a i l r o a d c o n t r a c t i n g c o m p a n y b y t h e n a m e o f S h a r p a n d 

1 6 F e l l o w s . 

17 Q D i d t h e y i n d i c a t e t h a t t h e y w a n t e d t o 

18 r e v i e w t h i s p r o j e c t w i t h a n i d e a o f m a k i n g a b e t t e r 

19 p r o p o s a l t o K a i s e r ? 

20 A Y e s , t h e y b o t h d i d . 

2 1 Q D i d K a i s e r m a k e a v a i l a b l e w h a t e v e r 

2 2 d o c u m e n t s t h e y r e q u e s t e d ? 

2 3 A Y e s , t h e y d i d . 

24 Q A n d d i d t h e y b o t h d e c i d e n o t t o m a k e 

25 a n y b e t t e r o f f e r ? 
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1 A T h a t ' s c o r r e c t . 

2 Q W i t h r e s p e c t t o t h e c o m p a n y ' s c a s h 

3 p o s i t i o n , i n t h e a b s e n c e o f a c o n f i r m a t i o n , a n d t h e 

4 t w o l o a n s t h a t a r e c o n t e m p l a t e d i n a s u b s e q u e n t , b u t 

5 a h e a r i n g p a r t o f t h e c o n f i r m a t i o n , w h a t i s t h e 

6 c o m p a n y ' s c a s h p o s i t i o n a n d h o w l o n g c a n y o u g o o n ? 

7 A I n u n r e s t r i c t e d c a s h , c a s h t h a t h a s 

8 n o t b e e n r e q u i r e d t o b e s e t a s i d e f o r s o m e o t h e r 

9 p u r p o s e , p u r s u a n t t o s o m e C o u r t o r d e r o r s t i p u l a t e d 

1 0 s e t t l e m e n t , we h a v e s l i g h t l y i n e x c e s s o f $ 2 m i l l i o n 

T l t o d a y . 

12 Q How l o n g w i l l t h a t l a s t ? G i v e t h e 

13 C o u r t s o m e o f t h e d i f f e r e n t v a r i a b l e s a s t o w h a t y o u 

14 m i g h t o r m i g h t n o t d o . 

15 A T h e b i g g e s t v a r i a b l e i s w h e t h e r o r n o t 

16 we w e r e r e q u i r e d t o p a y p r o f e s s i o n a l f e e s o n a n 

17 o n g o i n g b a s i s t o k e e p t h e l i t i g a t i o n a l i v e a n d t o 

18 c o n t i n u e t h e s e p r o c e e d i n g s , o r e v e n t s s u r r o u n d i n g 

19 t h e s e p r o c e e d i n g s . 

2 0 I t i s my e s t i m a t e , b a s e d o n t h a t c a s h 

21 v a l u e a l o n e , t h a t we h a v e 6 0 t o 9 0 d a y s t o s u r v i v e o n 

2 7 t h a t c a s h b a l a n c e , i f we w e r e r e q u i r e d t o p a y t h o s e 

2 3 p r o f e s s i o n a l f e e s . I f we w e r e n o t r e q u i r e d t o p a y 

24 t h o s e o n g o i n g p r o f e s s i o n a l f e e s , a n d , i n e s s e n c e , 

2 5 w o u l d s h u t d o w n t h e p a r t o f t h e l i t i g a t i o n t h a t i s 

M T D Y K T T R E P O R T I N G S E R V I C E 

( 3 n ?. \ 4 7 4 - 7 7 1 7 



1 1 R 

1 n o t c u r r e n t l y o n c o n t i n g e n t f e e , we m i g h t b e a b l e t o 

2 s t r e t c h t h a t t o s o m e t h i n g l i k e 1 2 0 t o 1 5 0 d a y s . 

3 Q T h a t ' s a s s u m i n g t h a t n o t h i n g a d v e r s e 

4 h a p p e n s i n t h a t t i m e f r a m e ? 

5 A Y e s . 

5 Q R e q u i r i n g a n y a d d i t i o n a l e x p e n d i t u r e s ? 

7 A T h a t ' s c o r r e c t . 

8 Q A n d o n t h e i m p o r t a n c e o f t h e D u s k 

9 t r a n s a c t i o n a n d t h e c o n s e n t o r d e r , c a n y o u . j u s t 

1 0 d e s c r i b e f o r t h e r e c o r d t h e i n t e r r e l a t i o n s h i p ; t h a t 

1 1 i s , d o e s t h e c o n s e n t t o c o n f i r m a t i o n o f a p l a n , i s 

1 2 t h e L u s k a g r e e m e n t i t s e l f d e p e n d e n t o n a c o n f i r m e d 

1 3 p l a n ? D o e s t h e c o n s e n t o r d e r I t s e l f a l s o d e p e n d o n a 

1 4 c o n f i r m e d p l a n ? 

1 5 A T e c h n i c a l l y , I c a n n o t r e m e m b e r w h e t h e r 

16 o r n o t t h e H u s k a g r e e m e n t i s s u b j e c t t o a c o n f i r m e d 

1 7 p l a n o r s o l e l y a p p r o v a l o f t h e j o i n t v e n t u r e 

1 8 a g r e e m e n t . A s a p r a c t i c a l m a t t e r , t h e D u s k 

1 9 o r g a n i z a t i o n h a s a d v i s e d u s t h a t K a i s e r g o i n g f o r w a r d 

7 0 i s a n e l e m e n t o f t h e i r c o n t i n u i n g i n t h e j o i n t 

7 1 v e n t u r e . T h e i n t e r r e l a t i o n s h i p o f t h a t j o i n t v e n t u r e 

3 7 a n d t h e c o n s e n t o r d e r i s c r i t i c a l . 

2 3 T h e c o n s e n t o r d e r i s d e p e n d e n t u p o n 

2 4 t h e D u s k o r g a n i z a t i o n g o i n g f o r w a r d a n d u s g o i n g 

2 5 f o r w a r d w i t h t h a t c l e a n u p . A n d i t i s w h a t p r o v i d e s 

M T D Y K T T R F . F 0 R T T N 0 S R R V T C E 
( 3 0 3 ) 4 7 4 - 7 2 1 7 



1 1 9 

1 t h e s e p a r a t i o n o f t h e l i t i g a t i o n p r o c e e d s , t h e 

2 d i s t r i b u t a b l e p r o c e e d s f r o m t h e n e w c o m p a n y . 

3 W i t h o u t t h a t i n p l a c e , w e h a v e n o 

4 a b i l i t y t o i s o l a t e t h o s e l i t i g a t i o n p r o c e e d s . 

5 Q T h e c o n s e n t o r d e r i s o l a t e s a l l t h e 

6 l i t i g a t i o n a n d t a x r e f u n d p r o c e e d s ? 

7 A T h a t ' s c o r r e c t . 

B Q E v e n i f y o u e v e n t u a l l y a n d 

9 s u b s e q u e n t l y b r e a c h t h e c o n s e n t o r d e r ? 

1 0 A T h a t ' s c o r r e c t . 

1 1 Q E x c e p t t h a t t h e c o n s e n t o r d e r r e q u i r e s 

1 2 t h a t t h e p l a n c u r r e n t l y b e f o r e t h e C o u r t b e 

13 c o n f i r m e d ? 

14 A T h a t ' s c o r r e c t . 

15 Q I f i t ' s n o t c o n f i r m e d , t h e y d o n o t 

1 6 w a i v e o r i s o l a t e t h e l i t i g a t i o n a n d t a x p r o c e e d s ? 

17 A T h a t i s my u n d e r s t a n d i n g . 

1 8 MR. C H R I S T E N S E N : No o t h e r q u e s t i o n s , 

1 9 Y o u r H o n o r . 

2 0 T H E C O U R T : M r . Q u i n n . 

2 1 E X A M I N A T I O N 

2 2 B Y MR. Q U I N N : 

2 3 Q M r . S t o d d a r d , r e f e r r i n g t o t h e W e s t e r n 

24 W a s t e a n d S h a r p a n d F e l l o w s n e g o t i a t i o n , d i d y o u 

2 5 p a r t i c i p a t e i n t h o s e n e g o t i a t i o n s ? 

M T D Y E T T R E P O R T I N G S E R V I C E 



1 2 0 

1 A I w o u l d n o t d e s c r i b e t h e m a s 

2 n e g o t i a t i o n s . T h e y w e r e i n q u i r i e s b y t e l e p h o n e . 

3 T h e r e w e r e f u r t h e r t e l e p h o n e d i s c u s s i o n s , b o t h w i t h 

4 K a i s e r c o u n s e l , p r i m a r i l y M r . C h r i s t e n s e n , a n d w i t h 

5 J e r r y F a u c e t , o n e o f t h e k e y K a i s e r e m p l o y e e s 

6 i n v o l v e d i n t h a t p a r t i c u l a r p r o j e c t , b u t T w o u l d n o t 

7 d e s c r i b e t h e m a s n e g o t i a t i o n s , b y my m e a n i n g s . 

8 Q A r e y o u a w a r e o f t h e p o s i t i o n o f 

9 e i t h e r o f t h o s e e n t i t i e s v i s - a - v i s d e v e l o p m e n t o f t h e 

1 0 E a g l e M o u n t a i n v e n t u r e i n a C h a p t e r 7 r e o r g a n i z a t i o n ? 

1 1 A N o , T am n o t . 

1 2 Q T h a n k y o u . 

13 MR. QTJTNN : No f u r t h e r q u e s t i o n s , Y o u r 

1 4 H o n o r . 

15 MR. C H R I S T E N S E N : No t h i n g f u r t h e r . 

1 6 T H E C O U R T : T h a n k y o u , M r . S t o d d a r d , 

1 7 y o u m a y s t e p d o w n . 

18 MR. E K L U N D : Y o u r H o n o r , I b e l i e v e t h e 

1 9 D e b t o r h a s c o n c l u d e d t h e i r w i t n e s s e s . A n d n o w I 

2 0 w o u l d l i k e t o c a l l S c o t t G r e g o r y . 

21 T H E C O U R T : M r . G r e g o r y . 

2 2 R O B E R T S C O T T G R E G O R Y , 

2 2 h a v i n g b e e n c a l l e d a s a w i t n e s s o n b e h a l f o f t h e 

2 4 R e t i r e e s S u b c o m m i t t e e , b e i n g f i r s t d u l y s w o r n u p o n 

2 5 h i s o a t h , t e s t i f i e d a s f o l l o w s : 

M I D Y F . T T R E P O R T I N G S E R V I C E 
( 3 0 3 ) 4 2 4 - 2 2 1 7 
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UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLORADO 

IN BANKRUPTCY 

In Re. 

KAISER STEEL CORPORATION SEP 2 ' 87 B 1552 E 

(1) Continued Hearing on ConfirmâtJ-e**-of : 
Chapter 11 Plan BRADFORD L. 2i 

BY i 
(2) Continued Hearing on n^h^nss1

 m ; 
Motion to Approve Sale of Assets : 
Pursuant to Section 363(b) and (f) : 
and the Agreement and Lease with Mine : 
Reclamation Corporation and Related : 
Documents and Transactions : 

(3) Objections of UCC and Perma P a c i f i c : 
to Settlement Agreement between "Edison : 
Group" and Kaiser Steel : 

(4) Objections of (a) Thelen, Marrin, : 
(b) Steelworkers of Arerica and : 
(c) Retiree Subcommittee of O f f i c i a l : 
UCC to Debtors' Motion for Order : 
Authorizing, Use of Cash Co l l a t e r a l : 
(-5) Meritor's Objection to Debtors' : 
Motion for Determination that Meritor 1s : 
Secured Claim i s S a t i s f i e d , or in the : 
Alternative, that i t be Estimated and : 
Modified. ; 

BEFORE THE HONORABLE CHARLES E. MATHESON, Judge. 

Courtroom A 
1845 Sherman Street 
Denver, Colorado 
September 23, 1988 
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APPEARANCES; 

For the Debtor: 

On behalf of Perma: 

On behalf of the 
Retirees Subcommittee 

For United Steel 
Workers: 

For Long Airdox Co: 

For. the Unsecured 
Creditors Committee 

For'lank of America 

On behalf of Marrin 

Craig A. Christensen/Hal Lewis 
Attorneys at Law 
Sherman & Howard 
633 Seventeenth St., Suite 3000 
Denver, Colorado 80202 
Alan L. Bugg, Attorney at Law 
102 N. Cascade Ave., #502 
Colorado Springs, Co. 80903 

Carl Eklund, Attorney at Law 
1700 Lincoln 
Denver, Colorado 

David W. Furgason 
Randall J. Feuerstein 
Attorneys at Law 
Welborn, Dufford, Brown & Tooley 
1700 Broadway, Suite 1100 
Denver, Colorado 80290 
Jane Frey, Attorney at Law 
Garry Appel, Attorney at Law 
Rothgerber, Appel, Powers & 
Johnson 
1200 Seventeenth Street 
Denver, Colorado 

Michael Katch, Attorney at Law 
Katch, Anderson & Wasserman 
1410 Grant Street 
Denver, Colorado 80203 

Jack L. Smith, Attorney at Law 
Holland & Hart 
555 Seventeenth St., Suite 2900 
Denver, Colorado 80201 

Warren T. Pratt, Attorney at Law 
Drinker, Biddle & Reath 
1100 Philadelphia National Bank 
Bldg. 
Philadelphia, Pennsylvania 19107 
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APPEARANCES: (Cont. 

On behalf of the 
Jacobs Group: 

On behalf- of zhe 
Edison Group: 

On behalf of Mine 
Reclamation: 

Christopher C. Wilson 
Richard P. Krasnow 
Attorneys at Law 
Weil, Gotshal & Manges 
767 F i f t h Avenue 
New York, New York 10153 

Arthur L. Sherwood 
Attorney at Law 
Gibson, Dunn & Crutcher 
333 South Grand Avenue 
Los Angeles, C a l i f . 90071 

and 
James P. Montague 
Attorney at Law 
2244 Walnut Grove Avenue 
Rosemead, Ca l i f o r n i a 91770 

Richard Lee Wynne 
Attorney at Law 
Levene & Eisenberg 
1900 Avenue of the Stars 
Suite 1440 
Los Angeles, C a l i f . 90067 
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I N D E X 

WITNESSES: DIRECT CROSS REDIRECT RECROSS 
John Houston 5 12 18 18 



5 

P A R T I A L T R A N S C R I P T OF P R O C E E D I N G S 

JOHN HOUSTON 

was c a l l e d a s a w i t n e s s h e r e i n a n d , h a v i n g b e e n f i r s t d u l y 

s w o r n , was e x a m i n e d a n d t e s t i f i e d a s f o l l o w s : 

D I R E C T E X A M I N A T I O N 

BY MR. C H R I S T E N S E N : 

Q • W o u l d y o u s t a t e y o u r name a n d a d d r e s s f o r t h e r e c o r d ? 

A "* My name i s J o h n H o u s t o n , a n d I l i v e a t #2 S h i n i n g Oak 

D r i v e , L i t t l e t o n , C o l o r a d o . 

Q A n d b y whom a r e y o u e m p l o y e d , s i r ? 

A K a i s e r S t e e l . 

Q F o r w h a t c o m p a n y d o y o u w o r k ? 

A T h e P r o c y o n G r o u p . 

Q A l l r i g h t . C a n ^ o u s p e l l t h a t , p l e a s e ? 

A P - r - o r _ c - y - o - n G r o u p . 

Qr W h a t i s t h e b u s i n e s s o f t h e P r o c y o n G r o u p ? 

A O u r b u s i n e s s i s , a s p r i n c i p a l s , t o b u y a n d s e l l w a t e r , 

a s c o n s u l t a n t s , t o v a l u e a n d m a r k e t w a t e r f o r m u n i c i p a l i t i e s 

a n d p r i v a t e i n d i v i d u a l s . 

Q C a n y o u t e l l t h e C o u r t b r i e f l y y o u r e d u c a t i o n a l b a c k - -

g r o u n d ? 

A I h a v e a M a s t e r ' s D e g r e e f r o m S t a n f o r d U n i v e r s i t y i n 

G e o l o g y . I h a v e a J . D . f r o m t h e U n i v e r s i t y o f C o l o r a d o . 

Q How l o w — l e t ' s t u r n t o y o u r e x p e r i e n c e . How l o n g 

h a v e y o u b e e n a c t i v e i n t h e p u r c h a s e , s a l e a n d e v a l u a t i o n o f 
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w a t e r r i g h t s ? 

A T h e l a s t 13 y e a r s . 

Q A n d i n w h a t s t a t e s d o y o u c o n d u c t b u s i n e s s ? 

A C o l o r a d o , A r i z o n a a n d C a l i f o r n i a . 

q A r e t h e r e p u b l i c a t i o n s o r l i t e r a t u r e i n t h i s p a r t i c u l a r 

f i e l d t h a t y o u u s e t o k e e p up t o d a t e ? 

A T h a t ' s c o r r e c t ; i t ' s v o l u m i n o u s . 

Q C a n y o u g i v e t h e C o u r t a f e e l f o r t h e t y p e o f l i t e r a t u r e 

t h a t y o u r e g u l a r l y e x a m i n e a n d w h a t i n f o r m a t i o n y o u d e r i v e 

f r o m i t ? 

A We r e a d t h e m o n t h l y p u b l i c a t i o n o f t h e M e t r o p o l i t a n W a t e r 

D i s t r i c t o f S o u t h e r n C a l i f o r n i a , b y t h e name o f F o c u s . We 

r e a d — 

Q What k i n d o f i n f o r m a t i o n i s i n t h a t l i t e r a t u r e ? 

A A l l o f t h e a c t i v i t i e s o f t h e M e t r o p o l i t a n W a t e r D i s t r i c t 

o f S o u t h e r n C a l i f o r n i a i n t e r m s o f t h e i r c o n s t r u c t i o n o f new 

p r o j e c t s , a c q u i s i t i o n o f w a t e r r i g h t s , t h e i r p o l i t i c a l 

p o s i t i o n w i t h r e g a r d t o m a r k e t i n g o f s u c h t h i n g s a s I n d i a n 

w a t e r r i g h t s a n d o t h e r p r i v a t e t r a n s a c t i o n s . 

Q O k a y , g o a h e a d . W h a t o t h e r l i t e r a t u r e d o y o u r e g u l a r l y 

u s e ? 

A T h e A m e r i c a n W a t e r W o r k s A s s o c i a t i o n , w h i c h i s h e a d ­

q u a r t e r e d h e r e i n D e n v e r , h a s a m o n t h l y p u b l i c a t i o n c a l l e d 

T h e J o u r n a l , a n d i t d e s c r i b e s a l l r e c e n t m a r k e t t r a n s a c t i o n s , 

r e p o r t s o n t h e a m o u n t s a n d q u a l i t i e s , q u a n t i t i e s o f w a t e r t h a t 
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a r e d i s t r i b u t e d b y a l l t h e v a r i o u s a g e n c i e s , a s t o p i c a l s o r t 

o f a r t i c l e s b y l a w y e r s a n d e n g i n e e r s a s t o w a t e r t r a n s a c t i o n s , 

t r a d e s , p o l i c y , f e d e r a l a n d s t a t e s t a t u t e s a n d t h a t s o r t o f 

t h i n g . 

Q H a v e y o u o r y o u r c o m p a n y b e e n i n v o l v e d i n t h e p u r c h a s e 

a n d s a l e o f w a t e r i n S o u t h e r n C a l i f o r n i a ? 

A T h a t ' s r i g h t . 

Q ' H a v e y o u b e e n i n v o l v e d i n t h e e v a l u a t i o n o f w a t e r r i g h t s 

i n S o u t h e r n C a l i f o r n i a ? 

A T h a t ' s c o r r e c t . 

Q W e r e y o u a s k e d b y K a i s e r S t e e l t o v a l u e i t s w a t e r r i g h t s ? 

A T h a t ' s c o r r e c t . 

Q W o u l d y o u t e l l t h e C o u r t w h a t y o u d i d i n o r d e r t o make a n 

e v a l u a t i o n ? What d i d y o u r e v i e w o r d o ? 

A F i r s t s we r e v i e w e d t h e d o c u m e n t a t i o n f u r n i s h e d t o u s b y 

M r . S t o d d a r d , w h i c h i n c l u d e d t h e a r t i c l e s a n d b y - l a w s o f t h e 

F o n t a n a U n i o n W a t e r C o m p a n y , a n d we r e v i e w e d e n g i n e e r i n g 

d o c u m e n t a t i o n a s t o t h e a m o u n t s o f w a t e r t h a t h a v e b e e n 

d i v e r t e d b y t h e m u t u a l . We r e v i e w e d e n g i n e e r i n g d o c u m e n t a t i o n 

a s t o t h e d e m a n d s a n d u s e o f w a t e r b y t h e F o n t a n a W a t e r 

C o m p a n y , w h i c h i s t h e l o c a l p u r v e y o r . We r e v i e w e d t h e 

v a l u a t i o n , 1 9 8 5 , Don Owens' a p p r a i s a l o f w a t e r r i g h t s . We 

r e v i e w e d t h e d e c r e e s i n t h e R i a l t o B a s i n a n d t h e C h i n o B a s i n 

s i t u a t i o n i n L i d d l e ( p h o n e t i c ) C r e e k . We r e v i e w e d t h e r e p o r t 

o f t h e w a t e r m a s t e r f o r t h e C h i n o B a s i n , a n d v a r i o u s o t h e r 
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documentation. In addition to that, we pulled out and re­

viewed our own information as to recent transactions — 

Q Comparables — 

A — comparable situation, what people are paying for water] 
i 

i 

in Southern California and various d i s t r i c t s , including Orange 

County Water D i s t r i c t , City of Inglewood, C a l i f o r n i a , San 

Diego County Water Authority, and what the average cost in 

terras of their wholesale acquisition costs are for those 

various d i s t r i c t s , as well as their sale prices and revenues. 

Q And based upon your experience in Southern California 

and your review as you have described i t of the Kaiser water 

rights, did you reach a conclusion or an opinion as to the 

value of those rights? 

A That's correct. 

Q And what is your opinion as to the value of those water 

rights? -

A We value the water rights at in excess of 27.5 — or .8 

m i l l i o n dollars, as previously appraised; we would agree with 

that figure. 
Q So you're saying the previous appraisal would be the -
fl o o r number? 

A Would be the f l o o r number. 

Q And they could be worth more? 

A Absolutely. 

Q W i l l you describe for the Court the analysis which you 
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performed that led you to that conclusion? That i s , what were 

your methodologies of valuation? 

A Well, in valuing water rights, we used, and have used in 

this situation, three basic means. One i s comparable sales. 

We looked at comparable recent transactions for the purchase 

of water rights in the Southern C a l i f o r n i a area for d i s t r i b u ­

tion in the Southern California area. The second means that ; 

we used was basic income or valuation method in terms of 

looking at what the cost of raw water supplies are, for 

example, of the San Diego County Water Authority, and then 

looking at that income stream and discounting i t to net 

present value. And the other means that we used, the t h i r d 

means, was avoided cost basis. That i s to say there i s a costí 

of importation of wat=r into Southern C a l i f o r n i a , Southern 

California.-being largely dependent upon imported supplies, and 

wa looked at the cost of importation, and then compared that 

to this l o c a l supply of water, taking the Metropolitan Water 

D i s t r i c t ' s present cost of water importation and their pro­

jected cost of imported water supplies, capping that out and 

discounting that to net present value. 

Q Dealing now s p e c i f i c a l l y with the comparable sales, can 

you t e l l us in brief what the comparable sale range was? 

A Comparable sale range was 1,500 to $2,500.00 per acre 
i 

foot right in perpetuity. 
Q And approximately how many acre feet does Kaiser have? 
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A 24,000 — nearly 25,000 acre feet. 

Q So that would yie l d a value somewhere between 36 and 48 

mi l l i o n on comparable sales? 

A That's correct. And you are a lawyer, your arithmetic 

is a l i t t l e different than mine. 

Q A l l right. What about the second means; can you just 

give us a more spec i f i c indication on how you performed that 

analysis? 

A Certainly. If one looks at the value of the resource in 

terms of per household in the City of Inglewood, the 

average — 

Q Inglewood, California? 

A Inglewood, C a l i f o r n i a . The average water b i l l in 

Inglewood, California per home owner i s in the neighborhood of 

$365. 00 an .^acre foot per year, because each home takes about 

aii acre .foot of water. Backing out the various i n f r a ­

structure costs and the rest of i t , one gets a figure of in 

the neighborhood of $200.00 per household per year just for 

the water resource i n the City of Inglewood, C a l i f o r n i a . If 

one looks at the amount of water that Kaiser's stock repre--

sents, being on the order of 25,000 acre feet, that's 

s u f f i c i e n t to serve on the order of 25,000 homes. So 25,000 

homes times 200 to $250.00 an acre foot per household, and 

capping that out, discounting i t to net present value, you 

get a figure in excess of 40 mil l i o n d o l l a r s , depending on 
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the discount rate one uses. j 

Q Ofcay- And on the avoided cost basis, can you t e l l the 

Court how that analysis went? j 

A Certainly. Avoided cost situ a t i o n , the Metropolitan 

Water D i s t r i c t o f Southern C a l i f o r n i a i s the largest importer 

of water into Southern Ca l i f o r n i a , and the largest wholesale 

purveyor. They enjoy, therefore, the lowest per unit cost of 

importation of water into the Southern C a l i f o r n i a area. Their 

cost of importation through the state water project from j 
Northern C a l i f o r n i a to Lake Matthews c f raw water was $212.00 I 

an acre foot this year. If one subtracts the $47.00 per acre 

foot cost of production that the mutual — 

Q But the mutual, do you mean Fontana Union Water Company? 

A By the Fontana LV.ion Water Company. —• from that figure, 

capitalize ;-that income stream, or discount i t to present value! 

over a 20 year period of time, also generates a figure in 

excess of 40 m i l l i o n dollars. 

Q Can you t e l l the Court — one la s t question — with 

respect to your minimum value of 27.8 m i l l i o n dollars, can you 

characterize for the Court your l e v e l of confidence in that-

value? That i s , are you pretty sure, are you real sure; just 

characterize for us — 

A Real sure. 

MR. CHRISTENSEN: Okay. I have no further questions. 
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C R O S S - E X A M I N A T I O N 

BY MR. PRATT: 

Q M r . H o u s t o n , I'm W a r r e n P r a t t . I r e p r e s e n t M e r i t o r 

S a v i n g s B a n k . Y o u t e s t i f i e d t h a t y o u h a v e a n M.A. f r o m 

S t a n f o r d i n G e o l o g y ? 

A T h e y c a l l i t a n M.S. t h e r e . 

Q A n M.S., o k a y . C o u l d y o u t e l l me w h a t t h e P a c i f i c P l a t e 

i s ? " 

A T h e P a c i f i c P l a t e i s a g e o t e c h n i c p l a t e t h a t i s b e i n g 

s u b d u c t e d u n d e r t h e C a l i f o r n i a c o a s t l i n e p r e s e n t l y . 

Q W h i c h way i s i t m o v i n g ? 

A W e l l , i t d e p e n d s o n i f y o u — r e l a t i v e t o t h e p i e c e o f 

l a n d w e ' r e s t a n d i n g o n o r r e l a t i v e t o t h e p l a t e o n w h i c h y o u 

w o u l d — 

Q I s i m p o s s i b l e t h a t t h e r e c o u l d b e a s e v e r e e a r t h q u a k e 

i-n C a l i f o r n i a a t some t i m e w i t h i n t h e n e x t f i v e y e a r s o r s o 

b e c a u s e o f t h e m o v e m e n t o f t h e P a c i f i c P l a t e ? 

A I n my r e a d i n g o f t h e MWD*s F o c u s s i t u a t i o n , t h e USGS h a s 

d e t e r m i n e d t h a t t h e r e ' s a 70 p e r c e n t c h a n c e o f s u c h a n e a r t h ­

q u a k e i n t h e n e x t 30 y e a r s . 

Q W h a t w o u l d h a p p e n t o t h e w a t e r r i g h t v a l u e s t h a t y o u 

t e s t i f i e d t o i n t h e e v e n t t h a t o c c u r s ? 

A T h a t w o u l d b e a u n i q u e v a l u a t i o n e x e r c i s e , a n d o n e t h a t 

we h a v e n o t p r e s e n t l y c o n d u c t e d . I c a n o n l y s p e c u l a t e o n i t . 

Q Y o u h a v e no o p i n i o n o n t h a t ? 
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A T h e — I d o h a v e a n o p i n i o n a b o u t i t , b u t i t d o e s n o t 

r e l a t e t o t h e e c o n o m i c s p r e s e n t l y . 

Q W e l l , w o u l d t h e v a l u e o f t h e w a t e r r i g h t s g o u p o r down j 

i n t h a t e v e n t ? i 
i 

A My o p i n i o n i s t h a t t h e y w o u l d g o u p . 

Q T h a t t h e y w o u l d go u p ? 

A Up. 

Q O k a y . Now, y o u s a i d t h a t , among o t h e r t h i n g s , y o u l o o k e d 

a t a n e a r l i e r a p p r a i s a l o f t h e w a t e r r i g h t s t h a t was d o n e i n 

1 9 8 5 , w a s y o u r t e s t i m o n y ? 

A T h a t ' s c o r r e c t . 

Q Was t h a t p e r f o r m e d b y S t e t s o n E n g i n e e r s ? 

A N o , t h a t w a s p e r f o r m e d b y Don Owens. h e may o r may n o t 

b e w i t h S t e t s o n E n g i n e e r i n g . 

Q A l l r i g h t , c o u l d y o u e x p l a i n t o me — w e l l , l e t ' s f i r s t 

e s t a b l i s - h t h a t F o n t a n a U n i o n W a t e r C o m p a n y i s a m u t u a l w a t e r 

c o m p a n y i n C a l i f o r n i a ; i s t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t . 

Q A n d c o u l d y o u t e l l me w h a t a m u t u a l w a t e r c o m p a n y i s ? 

A I'm n o t a l i c e n s e d C a l i f o r n i a a t t o r n e y , b u t a m u t u a l -

c o m p a n y , w a t e r c o m p a n y i n S o u t h e r n C a l i f o r n i a , i s v e r y much 

l i k e a m u t u a l w a t e r c o m p a n y i n t h e s t a t e o f C o l o r a d o , a l t h o u g h 

C a l i f o r n i a b e i n g a c o d e s t a t e , i t ' s c r e a t e d a n d e x i s t s u n d e r 

s p e c i a l s t a t u t e s p r o v i d e d f o r m u t u a l w a t e r c o m p a n i e s i n 

C a l i f o r n i a . 
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Q Now, b e c a u s e i t ' s a m u t u a l w a t e r c o m p a n y , i s i t s u b j e c t 

t o r e g u l a t i o n b y t h e C a l i f o r n i a F u b l i c U t i l i t i e s C o m m i s s i o n , 

i f y o u k n o w ? 

A No, i t ' s n o t . 

Q A n d why i s i t . n o t ? 

MR B C H R I S T E N S E N : E x c u s e me, c o u l d y o u s p e a k up j u s t a 

l i t t l e b i t ? T h e r e ' s a f a n b a c k h e r e . I'm j u s t h a v i n g a 

l i f t l e t r o u b l e h e a r i n g . 

A N o t b e i n g a C a l i f o r n i a a t t o r n e y , I c a n o n l y g i v e y o u my 

b a s i c u n d e r s t a n d i n g o f why i t i s n o t s u b j e c t t o t h e PUC, a n d 

t h a t b e i n g i s i t d o e s n o t d i s t r i b u t e w a t e r t o c u s t o m e r s a t 

l a r g e , a s d e f i n e d u n d e r t h e c o d e , a n d t h a t t h e c o d e b e i n g 

j u r i s d i c t i o n a l , t h e n i t ' s n o t c o v e r e d i n t h a c s e n s e . 

Q { b y M r . P r a t t ) . . e l l , who d o e s i t s e l l t h e w a t e r t o ? 

A I t r e a l l y d o e s n ' t s e l l w a t e r t o a n y b o d y . I t p r o d u c e s 

w a t e r f o r t h e b e n e f i t o f i t s s t o c k h o l d e r s . T h e s t o c k h o l d e r s 

a r e e n t i t l e d t o t a k e t h e i r p r o - r a t i o n a l a m o u n t o f w a t e r f r o m 

t h e t o t a l p r o d u c t i o n a t c o s t . 

Q A n d y o u t e s t i f i e d t h a t t h a t c o s t w a s $ 4 7 . 0 0 a n a c r e f o o t ? 

A T h a t ' s c o r r e c t . 

Q So t h a t t h e m u t u a l w a t e r c o m p a n y d o e s n o t make a p r o f i t , 

i t ' s n o t i n t e n d e d t o make a p r o f i t ; i s n ' t t h a t r i g h t ? 

A T h a t ' s a b s o l u t e l y t r u e . 

Q Now, w h a t b a s i n d o e s t h i s w a t e r c o m p a n y d e r i v e i t s w a t e r 

f r o m i n C a l i f o r n i a ? 
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A It derives i t s water from three d i f f e r e n t sources. It 

derives water from the Chino Basin, the Rialto Basin, and 

from Liddle Creek surface sources, and alluvium from wells 

in the Liddle Creek area. 

Q Are those subject to — are those sources of water — 

are the water rights appurtenant to the land in those 

instances, or are they not? 

A " It varies. In the case of the water rights that have 

been decreed to the Fontana Union Water Company, those rights 

are not appurtenant to.land. 

Q So that the Fontana Union Water Company's rights are not 

appurtenant; i s that your testimony? 

A That's correct. 

Q And on what basi^ do you say that? Court judgments? 

A Court ...judgments. 

Cr And. when were those entered? 

A The Liddle Creek decree was entered i n , I believe, 1924. 

The Chino Basin decree was 1978, and the Rialto Basin decree, 

i f my memory doesn't f a i l me, was 1961. 

Q Now, you've t e s t i f i e d b a s i c a l l y that Kaiser owns water-

righ t s . What does Kaiser own, r e a l l y , with respect to Fontana 

Union Water Company? 

A Water stock. 

Q Stock in the Fontana Union Water Company? 

A That's correct. 
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Q What percentage of the stock of the Fontana Union Water 

Company does Kaiser Steel own? 

A A l i t t l e in excess of 50 percent. 

Q_ Can that stock be conveyed? 

A It's my opinion that i t can be conveyed. 

Q Is i t your opinion that the stock can be pledged as 

c o l l a t e r a l ? 

A ' That would be correct. 

Q If the pledgee were to foreclose on that c o l l a t e r a l , 

could the pledgee then take t i t l e to the stock? 

A Absolutely. 

Q Could the pledgee then — the pledgee would then own the 

stock? 

A Yes. 

Q Would._the pledgee then have — excuse me — yes, pledgee. 

Would the pledgee then have a l l of Kaiser's rights, the water 

rights that you t e s t i f i e d to? 

A No. In addition to the water stock, Kaiser has 2,930 

acre feet in fee t i t l e in the, I believe, i t ' s the Chino Basin 

decree — yes, i t i s the Chino Basin decree — 2,930 acre faet 

annually. 

Q That's apart from the Fontana Union stock? 

A Yes. 

Q Okay. But with respect solely to the Fontana Union 

stock, i s the owner of that stock e n t i t l e d to use the water? 
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I n o t h e r w o r d s , i s t h a t a r i g h t — i s t h a t u s e o f t h e w a t e r , 

i s t h a t r i g h t a p p u r t e n a n t t o t h e s t o c k , s o t o s p e a k ? 

A T h a t ' s c o r r e c t . 

Q G o e s a l o n g w i t h o w n e r s h i p o f t h e s t o c k ? 

A T h a t ' s c o r r e c t . 

Q A n d t h a t ' s f r e e l y t r a n s f e r r a b l e , i n y o u r o p i n i o n ? 

A A b s o l u t e l y . 

Q " Now, y o u ' v e t e s t i f i e d w i t h r e s p e c t t o v a l u e s r e l a t i n g t o 

t h e w a t e r i t s e l f . I s t h e r e a s o n f o r t h a t b e c a u s e t h e o w n e r 

o f t h e s t o c k c a n d o w h a t e v e r i t w a n t s t o w i t h t h e w a t e r ? 

A T h a t ' s c o r r e c t . 

Q W o u l d y o u r o p i n i o n o f t h e v a l u e o f t h e s t o c k be a n y 

d i f f e r e n t f r o m t h e f i g u r e s t h a t y o u ' v e t e s t i f i e d t o ? 

A I f — w o u l d my o p i n i o n — 

Q I f y o u . w e r e a s k e d t o v a l u e t h e s t o c k t h a t K a i s e r owns i n 

t n e F o n t a n a U n i o n W a t e r Company, w o u l d y o u t e s t i f y t h a t y o u r 

o p i n i o n a s t o t h e v a l u e o f t h e s t o c k i s t h e same a s w h a t 

y o u ' v e t e s t i f i e d t o a s t h e v a l u e o f t h e w a t e r r i g h t s ? 

A T h a t ' s c o r r e c t . 

MR. PRATT: T h a n k y o u . No f u r t h e r q u e s t i o n s . 

THE COURT: M r . A p p e l ? 

MR. A P P E L : No q u e s t i o n s , Y o u r H o n o r . 

THE COURT: M r . K r a s n o w ? 

MR. KRASNOW: No q u e s t i o n s . Y o u r H o n o r . 

THE COURT; Ms. B r e e n e ? 
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MS. BREENE: (No audible response. ) 

THE COURT: Mr. Christensen? 

MR. CHRISTENSEN; Just one question on redirect just to 

c l a r i f y the last point with respect to the testimony of water 

rights being the same as the value of the stock. 

REDIRECT EXAMINATION 

BY MR. CHRISTENSEN; 

Q ~ The Chino Basin rights that are held in fee and not 

represented by the stock, those values would be in addition 

to the Fontana Union water stock; correct? 

A That i s correct. 

Q So there are two different sets of water rights, i f you 

w i l l ? 

A That's correct. 

Q And I .think you said the Chino Basin i s about 3,000 acre 

f-set? 

A 2,930. 

Q Okay. And so using 1,500 to 2,000 per acre feet, that 

would have a value of 4 1/2 to 6 million? 

A That's correct. 

MR. CHRISTENSEN: I have no further questions. 

MR. PRATT: Just one point of c l a r i f i c a t i o n , i f I may? 

RECROSS-EXAMINATION 

BY MR. PRATT: 

Q The figures that you t e s t i f i e d to e a r l i e r on direct, was 
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that just relating to Fontana Union Water Company, or was 

2 || that everything together? 

3 l| A Just to Fontana Union Water Company. 

•H MR. PRATT: Thank you. 

5 i| THE COURT: Thank you, Mr. Houston, you may step down 

6 | (End of testimony of Mr. John Houston.) 
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I c e r t i f y that the foregoing i s a correct transcript 

from the record of proceedings in the above-entitled matter. 

September 24 , 1988 i z ^ T ^ y ^(/J&*-*rJ<*ZA 
J. Ford/& Associates, Inc. 





UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLORADO 

IN BANKRUPTCY 

In Re. 

KAISER STEEL CORPORATION 

(1) Continued Hearing on Confirmation of 
Chapter 11 Plan 

(2) Continued Hearing on Debtors' 
Motion to Approve Sale of Assets 
Pursuant to Section 363(b) and (f) 
and the Agreement and Lease with Mine 
Reclamation Corporation and Related 
Documents and Transactions 

(3) Objections of UCC and Perma P a c i f i c 
to Settlement Agreement between "Edison 
Group" and Kaiser Steel 

(4) Objections of (a) Thelen, Marrin, 
(b) Steelworkers of America and 
(c) Retiree Subcommittee of O f f i c i a l 
UCC to Debtors' Motion for Order 
Authorizing Use of Cash C o l l a t e r a l 

(5) Meritor's Objection to Debtors' 
Motion for Determination that Meritor's 
Secured Claim i s S a t i s f i e d , or in the 
Alternative, that i t be Estimated and 
Modified. 

17 B 1552 E 

Courtroom A 
1845 Sherman Street 
Denver, Colorado 

September 23, 19 88 

BEFORE THE HONORABLE CHARLES E. MATHESON, Judge. 
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FINDINGS OF FACT AND CONCLUSIONS OF LAW 

THE COURT: A l l right. We have a variety of matters on 

the plate, i f you w i l l . One of those concerns the Mine 

Reclamation Corporation agreement. Under that agreement, MRC 

w i l l proceed to lease the Eagle Mountain f a c i l i t i e s and r a i l 

trackage owned by the debtor to develop that into a gigantic 

dump s i t e for the waste of Southern C a l i f o r n i a . It i s , in 

simplest terms, i f i t i s successful, for the debtor, a money 

machine; that's a l l i t i s . It generates dollars based on the 

tippage fees and the need for a place to deal with waste of 

that gigantic center of humanity; was amply t e s t i f i e d to by 

the representatives from MRC at the time of the confirmation 

hearings and on that application. 

The transaction is one whereby the debtor w i l l con­

vey the properties to a wholly owned subsidiary, with that 

conveyance to be free and clear of the encumbrances of 

Meritor.. And that i s where the nub comes, because i t is 

from Meritor that the objection i s lodged; that objection 

primarily, at least at the time of the hearing, revolving 

around the fact that once the properties — that the Meritor 

l i e n would attach to the consideration being received by the 

debtor for the transfer, i.e. the stock, essentially, of the 

wholly owned subsidiary, because that's where the transfer 

occurs. Meritor's concern is that i t s liens w i l l not continue 

on the underlying property, and that the debtor, the re-
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organized debtor may, by vote or otherwise, encumber the ! 

underlying properties and make them valueless. ' 

The testimony at the hearing indicated that in 

terms of future cash flows, the value of the interests with 

MBC on a present discounted cash flow basis was something in 

the neighborhood o f 40 million d o l l a r s , I believe. The 

authority for the sale i s sought under the Code pursuant to 

363, which authorizes the transfer of property free and clear 

of encumbrances i f the interest that i s being asserted against: 

the property, the encumbrances, are in bona fide dispute. 

Clearly, that i s the case as between the debtor and Meritor. i 

The fundamental issue that arises under 363 i s 
i 

whether the interest of Meritor can be adequately protected 

i f the transaction that i s requested takes place. Meritor hasi 

been an active thorn in the reorganization hearings and pro- | 
I 

ceedings, as i s i t s right, and the Court certainly respects j 
the legitimate interests of any creditor to pursue aggressive-' 

ly the right of that creditor to be paid. The pursuit by 
i 

I 

Meritor, in my view, exceeds a l l reasonable bounds, con­

sidering the scope of i t s legitimate interests and the extent 

of the properties in which i t has a l i e n or encumbrance. 

The evidence that has been before the Court as I 

concerns the value of the stock of the mutual water interests,; 

as concerns the other properties owned by the debtor indicate ' 

that the loan of Meritor of now approximately $600,000.00 is j 
! 
i 
j 
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secured by properties having a value, under almost any 

measure put before the Court., in excess of 30 m i l l i o n dollars. 

Meritor clings to i t s position on the indemnifi­

cation argument, an argument that in the f i n a l analysis, has 

merit t r u l y only i f Meritor prevails i n the underlying l i t i ­

gation, because i f Meritor does not p r e v a i l , the indemnifi­

cation claim i s simply an offset against the judgment that the 

debtor would have against Meritor in any event. So the 

interests of Meritor, in this Court's view, are enormously 

protected, not simply adequately, egregiously protected. 

As to the question of whether the transaction i t s e l f 

i s i n the best interests of this debtor, the evidence is that 

the Eagle Mountain property, standing alone, has a value of 

2 or 3 m i l l i o n d o l l a r s , perhaps. This debtor does not have 

the f i n a n c i a l resources with which to develop the kind of 

program that MRC contemplates, nor the contacts to do that. 

MRC c l e a r l y does. It's kind of a joint venture partner that 

was i d e n t i f i e d at the outset of t h i s reorganization case to 

be the probable linchpin of being able to effect any kind of 

plan of reorganization. It maximizes the value of that pro­

perty, and does so under prospects that, i t seems to the 

Court, have a reasonably high degree of likelihood of success. 

And the Court, therefore, w i l l approve the MRC transfer on the 

terms requested. 

With respect to the transaction with PBGC, truly, 
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the only objection that focuses on that transaction are the 

objections that have arisen i n connection with confirmation, 

not as they pertain to the merits of the transaction i t s e l f ; 

in particular, the a b i l i t y of the debtor to borrow the funds. 

The Court understands the impact on the f e a s i b i l i t y of the 

reorganization plan i f the transaction with PBGC is not 

consummated. The Court thinks that to argue that the debtor 

ought not to be approved to enter into the transaction with 

PBGC to obtain the loan because the PBGC does not have the 

authority to make the loan borders on the specious. 

The transaction can be approved. If the PBGC does 

not have the authority to make the loan, that does not affect 

the v a l i d i t y of the debtor being authorized in the f i r s t 

instance to enter into the transaction. It may affect the 

breach of the agreement — or effec t a breach of the agreement 

between the parties, but does not af f e c t the efficacy of the 

agreement i t s e l f . 

The testimony has been very clear by a l l who t e s t i ­

f i e d concerning the plan that the loan agreement with the PBGC 

maximized the opportunity for t h i s debtor to maximize the 

l i t i g a t i o n of the claims. And for that reason I can 

appreciate the interest of the Jacobs group who would l i k e to 

f o r e s t a l l that occurring. The PBGC has certainly, on repeated 

occasions, made i t clear to this Court that i f this debtor 

declined in any way to prosecute vigorously that l i t i g a t i o n , 
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t h e PBGC w o u l d d o s o a t i t s e x p e n s e o n b e h a l f o f t h e e s t a t e . 

I t h i n k t h a t t h e r e i s no q u e s t i o n w h a t s o e v e r t h a t 

t h e PBGC w o u l d h a v e t h e a u t h o r i t y t o e x p e n d i t s money t o p r o ­

s e c u t e i n t h e name a n d f o r t h e b e n e f i t o f t h e e s t a t e t h o s e 

c l a i m s . A n d I s e e n o r e a s o n why i t w o u l d n o t b e s i m i l a r l y 

a u t h o r i z e d t o u t i l i z e i t s f u n d s , o n a l o a n b a s i s , t o s e e t o i t 

t h a t t h e r e c o v e r y o f t h o s e f u n d s i s p o s s i b l e . 

T h e r e h a v i n g b e e n n o o t h e r o b j e c t i o n t o t h e c o n c e p t 

o f t h e PBGC b o r r o w i n g t r a n s a c t i o n , a s I r e c a l l , a n d c e r t a i n l y 

t h e i n t e r e s t s o f a n y o t h e r p a r t i e s t h a t a r e i n v o l v e d a r e t o b e 

m a x i m i z e d b y t h e c o n s u m m a t i o n o f t h a t t r a n s a c t i o n , t h e C o u r t 

w i l l a p p r o v e t h e PBGC b o r r o w i n g t r a n s a c t i o n . 

I m i g h t s a y i n r e s p o n s e t o t h e a r g u m e n t s made b y 

M e r i t o r t h a t I d o n o t v i e w t h e MRC t r a n s a c t i o n a s b e i n g o n e o f 

t h e n a t u r e d e a l t w i t h i n t h e C o n t i n e n t a l o r B r a n i f f c a s e s 

w h e r e t h e y a r e , i n a n d o f t h e m s e l v e s , t a n t a m o u n t t o r e o r g a n i ­

z a t i o n , a n d I d o n o t t h i n k t h a t t h e t i m i n g i s i n a p p r o p r i a t e . 

A n d m o s t p a r t i c u l a r l y , I t h i n k h o w e v e r i t o c c u r s , t h e p o s i t i o n 

o f M e r i t o r i s s o o v e r w h e l m i n g l y p r o t e c t e d , t h a t i t s o b j e c t i o n s 

s i m p l y d o n o t m e r i t s e r i o u s c o n s i d e r a t i o n . 

On t h e c o n f i r m a t i o n i s s u e , I h a d c o m m i t t e d w h e n we 

f i n i s h e d t h e e v i d e n t i a r y h e a r i n g s o n c o n f i r m a t i o n , t o r e n d e r 

my d e c i s i o n o n t h a t i s s u e t o d a y . I m i g h t h a v e w i s h e d t h a t I 

h a d n o t b e e n q u i t e s o o p t i m i s t i c , a n d c o n s i d e r i n g t h e 

s i g n i f i c a n c e o f w h a t i s i n v o l v e d , I m i g h t w i s h t h a t t h e 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

21 

2 2 

23 

2 4 

2 5 

9 

f i n d i n g s a n d c o n c l u s i o n s t h a t I w i l l r e n d e r w e r e m o r e a r t f u l l y 

p r e p a r e d . B u t we w i l l d e a l w i t h w h a t I h a v e , b e c a u s e I 

r e a l l y d o n ' t h a v e t h e t i m e t o s p e n d t o f u r t h e r i t i n a n y 

e v e n t . 

I t h i n k t h a t i n r u l i n g o n c o n f i r m a t i o n i n t h i s case, 

o n e m u s t l o o k a t some h i s t o r i c a l p e r s p e c t i v e o f w h a t t h e 

d e b t o r h a s h a d , w h a t t h e c r e d i t o r s a n d t h e C o u r t h a v e b e e n 

f a c e d w i t h . C e r t a i n l y i t was made e v i d e n t a t t h e p r i o r 

h e a r i n g s t h a t t h e r e w a s a t i m e i n t h i s c o u n t r y w h e n t h i s 

d e b t o r was o n e o f t h e p r o u d g i a n t s o f A m e r i c a n i n d u s t r y , a n d 

now f a c e s t h e f o c u s o f t h e a t t o r n e y s a n d t h e C o u r t i n t h i s 

b a c k w a t e r o f b a n k r u p t c y , i f y o u w i l l . 

When t h e c a s e was f i l e d a n d we h a d h e a r i n g s e a r l y 

i n t h e c a s e o n t h e m o t i o n s t o d i s m i s s t h a t w e r e a g g r e s s i v e l y 

p u r s u e d , t h e p r o b l e m s b e s e t t i n g t h i s d e b t o r a n d i t s e s t a t e 

w e r e s e e m i n g l y i n s u r m o u n t a b l e . T h e d e b t o r a r r i v e d i n t h i s 

c o u r t b e a r i n g t h e s c a l e s a n d s c a r s o f a b i t t e r p r o x y f i g h t , 

a n u p h e a v a l i n m a n a g e m e n t , t r a n s a c t i o n s t h a t a r e now t h e 

s u b j e c t o f h o t l y c o n t e s t e d e n o r m o u s l i t i g a t i o n c o n c e r n i n g t h e 

l e v e r a g e d b u y o u t s . I t p r i m a r y a s s e t s w e r e r e a l e s t a t e 

h o l d i n g s i n t h e s t a t e o f C a l i f o r n i a t h a t h a d b e e n t h e u n d e r ­

p i n n i n g s o f t h e s t e e l m a n u f a c t u r i n g o p e r a t i o n s i n t h o s e 

s t a t e s , a n d t h e v a l u e s t h a t m i g h t b e a t t r i b u t a b l e o r o b t a i n ­

a b l e o u t o f t h o s e p r o p e r t i e s w e r e b u r d e n e d w i t h e n o r m o u s 

e n v i r o n m e n t a l p r o b l e m s f r o m t h e w a s t e s a n d t h e w a s t e w a t e r s 
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that have been l e f t on those properties over the years. 

2 Certainly this debtor did not have within i t s possession the 

3 funds or the time necessary to deal with the extent of those 
4 problems. 
5 Also, the hearings have shown us that h i s t o r i c a l l y , 
6 whether out of an excess of generosity on the part of manage-

7 ment, an excess of success on the part of the labor unions, 

a combination of those, the company was burdened by what the 

9 witnesses who have t e s t i f i e d certainly have characterized as 

unusually generous fringe benefit health and welfare programs 

for the employees. The pension plans were enormously under 

12 funded 200 to 250 m i l l i o n d o l l a r s. The PBGC, which always 

13 appeared before this Court, as a governmental agency being 

i * the single largest unsecured creditor in this estate, was 

15 vigorously pursuing i t s rights in an area that i s clouded by 

i 5 tremendous uncertainties and l i t i g a t i o n that i s ongoing and 

17 eating a l i v e some of the other bankruptcy proceedings that are 

going on in this country where there are these enormous pro-

19 blems having to do with the rights of employees and the 

20 Pension Benefit Guaranty Corporation in unwinding these fringe 

21 benefit programs. 

2 2 With no money, v i r t u a l l y no management, with the 

23 outstanding caliber of attorneys that were representing the 
2 4 diverse interests against the estate, the prospects for re-

2 5 . organization of this debtor were dim indeed. 



11 I 
j 

We are now a year and a half later, not an extra™ | 
í 

o r d i n a r i l y long period of time-in the l i f e of a proceeding of | 
i 

t h i s range and nature, and the company has presented to the 

Court a plan to l e t i t emerge from the rubble in which i t '\ 

found i t s e l f when i t came. A combination of factors, i t 

6 il seems to me, have brought the debtor to this point. F i r s t , ! 

there certainly have been the unstemming efforts of company 
i 

s ij management, what was l e f t , and other professionals who repre- i 
9 sented the company, both in pursuing the reorganization plan 

ij 

10 •'• and in pursuing the l i t i g a t i o n . 

11 Ü Out of those e f f o r t s , the company has been able to 
i' 

12 |i liquidate excess assets, to r e a l i z e the funds necessary to 
i 

13 i' keep the door open and operations, such as they were, going 

1 ¿ |¡ forward, to negotiate settlements which, after a l l , i s the 
It 

15 || heart and soul of a reorganization proceeding, to find the 

j o i n t venture partners in the form of Lusk and MRC, to fin d 

17 j the funding to solve the Metzenbaum problems with the 

18 j r e t i r e e s , to resolve the differences with the PBGC that ranged! 

19 in the neighborhood of a quarter of a b i l l i o n d o l l a r s , and to i 

2 0 bring a plan to the Court for confirmation. 

21 I made a random note to remind myself that I had 

22 not dealt with the cash c o l l a t e r a l motion, and I w i l l do that. 

2 3 The fundamentals of the plan, as the Court observes 

2 4 i t , r e a l l y revolves around five p r i n c i p a l areas; the MRC 

25 agreement, the Lusk agreements that pertain to the Fontana 
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properties* the r e h a b i l i t a t i o n of that properties — those ! 
! 

properties, solving the environmental problems and marketing j 

the r e a l estate, the r e a l i z a t i o n of the values attributable j 
i 

to the Mutual Ditch Company water stock, the aqueous 
i 

reclamation project, and the l i t i g a t i o n . | 

Under that "proposed business plan, the MRC project | 

w i l l go forward, as the Court has already commented on, to use i 

the empty coal p i t s in the C a l i f o r n i a desert as the depository! 

for the waste of Southern C a l i f o r n i a , to be shipped in on the i 

r a i l r o a d tracks, an exceedingly inventive and practical 

solution to a problem that i s haunting the world of what to do i 

with the waste that we generate on a d a i l y basis. It requiresi 

no money on the part of the debtor, and provides the l i k e l i ­

hood, to a very high degree, of a future cash flow from the 

tippage fees and the guaranteed rentals to be provided by that 

company. 

The Lusk venture i s more d i f f i c u l t because i t must 

start with studies and with the development of ways to deal 

with the environmental problems that encumber that real 

estate. There's ongoing l i t i g a t i o n as to a portion of the 

property, and whether that w i l l be a part of this estate or 

a part of another reorganization estate pending before this 

Court. And the problems may not be solvable. If they are, 

the p r o f i t s are spoken of in terms of gross sales of real 

estate i n the neighborhood of 90 m i l l i o n dollars. There i s 
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t h e b e n e f i t o f a 5 m i l l i o n d o l l a r u p f r o n t l o a n t h a t 

e n h a n c e s t h e a b i l i t y o f t h e d e b t o r t o m e e t i t s o n g o i n g 

b u s i n e s s c o m m i t m e n t s , a n d i t d o e s r e l i e v e f r o m t h i s d e b t o r ' s 

e s t a t e t h e p r i m a r y p r o b l e m o f d e a l i n g w i t h t h e r e h a b i l i t a t i o n 

p r o b l e m s o f t h a t r e a l e s t a t e . 

6 T h e w a t e r s t o c k p r e s e n t s a n o p p o r t u n i t y f o r v a l u e 

7 t h a t c e r t a i n l y i s n o t u n k n o w n t o t h o s e o f u s who l i v e i n 

C o l o r a d o , who r e c o g n i z e t h a t w a t e r r e s o u r c e s a r e a n e x t r e m e l y 

v a l u a b l e r i g h t , t h a t t h e r e i s a n e v e r i n c r e a s i n g n e e d i n t h e 
i| 

1Q (j u r b a n a r e a s f o r w a t e r . T h e r a n g e o f v a l u e s o f t h a t s t o c k h a v e 
!i 

n jj b e e n f r o m i n t h e n e i g h b o r h o o d o f 8 t o 10 m i l l i o n d o l l a r s t o i n 

12!! e x c e s s o f 40. A n d u n d e r a n y c i r c u m s t a n c e s , p e r h a p s e n h a n c e d 

i 3 i n t h e e v e n t o f a n e a r t h q u a k e , s o m e t h i n g o f v a l u e t o t h i s 

1 - :
: d e b t o r . 

15 !' T h e a q u e o u s r e c l a m a t i o n p r o j e c t i s s o m e t h i n g t h a t i s 
15 |! o n g o i n g . T h e r e i s 2 m i l l i o n d o l l a r s t o b e c o m m i t t e d o u t o f 

H 

17 |j t h e L u s k m o n e y t o d e a l i n g w i t h t h e — some o f t h e w a t e r 
is || p o l l u t i o n p r o b l e m s . T h a t h a s b e e n a n o p e r a t i o n c o n d u c t e d by 

19 j t h e d e b t o r , a n d o n e t h a t c a n c o n t i n u e . A n d t h e l i t i g a t i o n , 

20 ¡1 t h e n , p r o v i d e s t h e e x t r a , o r t h e p r o s p e c t s f o r e x t r a . 
ij 

21 ¡1 T h e f u n d s f r o m t h e PBGC c e r t a i n l y h a v e b e e n r e c o g -
tj 

22 jl n i z e d t o b e o f e n o r m o u s a s s i s t a n c e i n p r o s e c u t i n g t h e l i t i g a -
|j 

23 ii t i o n . I d i f f e r w i t h M r . K r a s n o w ' s e v a l u a t i o n o f w h a t t h e 
24 

25 

t e s t i m o n y h a s b e e n , h o w e v e r . I d o n ' t t h i n k a n y o n e h a s t e s t i ­

f i e d t h a t w i t h o u t t h e PBGC f u n d s , t h e d e b t o r w o u l d b e w i t h o u t 
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means to prosecute the l i t i g a t i o n . I t might be more costly, 
there may be more contingent fee agreements, but I have not 
heard, that I can r e c a l l , that without those funds, the plan 
w i l l f a i l . 

Without those funds, and without the prosecution of 

the l i t i g a t i o n , the opportunity for the significant payout 

might not arise, but the underlying business programs through 

MRC and Lusk and the water stock and the aqueous treatment 

programs remain and could be operated. The testimony of the 

experts that was presented at confirmation was that, in 

cautious terms as the experts have a l l come to me, that i t 

was l i k e l y , more l i k e l y than not, that the debtor could 

succeed. Not assured, few things are in this court, but more 
ij 

1 4 || than a f a i r opportunity for the debtor to succeed. Not just 
it 

15 || smoke, as many plans are, and not just wishful expectations 
ii 

is |j that i f this Court would but confirm a plan, the debtor could 
17 

18 

19 

2 0 

21 

2 2 

2 3 

2 4 

2 5 

find a joint venture partner. The debtor has done that, and 

those parties have come forward. 

The reorganization plan i t s e l f i s an interesting 

mix, drawn, I think i n an inventive fashion, to meet the 

unique problems that this case presents. The secured c r e d i ­

tors are dealt with as specified, and the debtor has f i l e d 

an amended statement of treatment of the individual secured 

creditors under the plan, and a l l of the secured creditors, 

save Meritor, have, I believe, withdrawn objections to the 
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plan. 

The plan was submitted to the creditors pursuant 

to a disclosure statement approved by t h i s Court in 

accordance with 11 USC Section 1125, and the debtor presented 

to the Court a t a l l y of the bal l o t s , and has f i l e d with the 

Court now the formal t a l l y of the ballots received. That i 

t a l l y showed that a l l affected classes had accepted the plan 

except Class 4-C, which was the pension claimants, which had ! 

not accepted the plan due to the ballo t of PBGC against that 

plan, and the stockholder classes had not accepted the plan. 

At the confirmation hearing, the Court was presented: 

with the amendments to the plan. Those amendments had the 

e f f e c t — well, the concept of Class 4, which was the un­

secured creditors, was that that class, i n fact, was made up 

of three separate classes; Class 4-A providing for the payment; 

of the claims held by the trade creditors, Class 4-B providing; 

for the claims of the retirees, Class 4-C providing for the 

claims of the pension claimants. Each class was to receive a 

portion of the shares of the common stock of the reorganized j 
debtor, and a specified percentage of the funds expected to bei 

rea l i z e d , or that might be realized out of the l i t i g a t i o n . j 

The c o n f l i c t with PBGC was resolved. As a part of j 

that, the PBGC committed to loan the 4 m i l l i o n dollars on a 

revolving basis, to which the Court has made reference and 

approved today. And further, the plan was amended so that as I 

| 
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to Class 4-A, the pro-rata share of net distributable proceeds 

to be distributed to the claimants of that class was reduced 

from 17 percent to 15 1/2 percent, and the number of shares of 

common stock were reduced from 4,590,000 shares to 4,320,000. 

The Class 4-B retiree benefits, the percentage of net d i s t r i ­

butable proceeds to be allocated to that class was reduced 

from 55 percent to 52 1/2 percent, and the number of shares of 

stock to be attributable to the interests of that class 

reduced from 14,850,000 to 14,310,000. 

With respect to the Class 4-C claims, the PBGC, the i 
i 

t 

share of the distributable proceeds attributable to that class i 

was increased from 24 percent to 28 percent, and the shares of i 

stock increased from 6,480,000 to 7,755,000. The shares of ! 
! 

the preferred stock interests, those classes were zeroed out i 

so that they would not participate in the reorganized company,i 

and that amendment was presented to the Court. I 
i 
i 

The PBGC moved to withdraw i t s objections to the j 
plan and to cast i t s bal l o t in favor of the plan, and the ! 

Court approved that, notwithstanding the provisions of the 

bankruptcy rules. It i s my view that negotiation is the heart 1 

and soul of the reorganization process, and that i t i s s i l l y 

and f r u i t l e s s to require a r e - s o l i c i t a t i o n of this plan i n 

order to l e t the PBGC exercise i t s franchise to vote in favor 

of the provisions that i t had negotiated. 

With respect to Classes 4-A and 4-B, the Court found 
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that their interests were adversely affected. It was argued 

that the Court need not deal with that problem i f the Court 

found that the interests were not materially and adversely 

affected, and i t was my view then, and remains, that the 

statute and the rules, in fact, say that the votes cannot be 

counted in favor i f the plan i s amended and the interests are 

adversely affected. It i s not for the Court to rule or to 

determine whether i t i s so i n s i g n i f i c a n t that the individual 

creditor, i f given the opportunity, would not change his vote. 

Therefore, despite what the Court truly considers to 

be a de minimis amendment in l i g h t of the size of the claims 

of t h i s estate, the Court determined that the favorable vote 

previously given by the members of Classes 4-A and 4-B could 

not be accepted for purposes of confirmation, and determined 

that we could only go forward i f the debtor either re-

s o l i c i t e d those classes, or was prepared to confirm the plan 

under 1129(b), and the debtor elected to do the l a t t e r . 

1129 sets forth the standards for confirmation of a 

plan. The Court can confirm a plan only i f the following 

requirements are met. The plan complies with the applicable 

provisions of this t i t l e , and the Court finds that this plan 

does that. That the proponent of the plan complies with the 

applicable provisions of this t i t l e . It has been argued by 

the Jacobs group that this debtor — these plan proponents, 

I should say — have not complied with the applicable pro-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 2 

23 

24 

2 5 

18 

visions of this t i t l e because of the f a i l u r e to r e - s o l i c i t 

votes in l i g h t of the amendments to the plan, which the Court 

has found were adverse to the interests of Classes 4-A and 
4-B. 

It i s argued that the Code specifies, and that the 

rules specify that i f there i s an amendment, and i f the Court 

finds that the amendment i s adverse, that the debtor then must 

comply with 1125. And I simply disagree. The Code provides 

that the debtor can amend the plan at any time up u n t i l con­

firmation, and that the plan, as amended, becomes the debtor's 

plan. The Code does provide that a vote in favor of the plan 

cannot be counted — well, in the rule, I think is truly where 

i t i s — cannot be counted i f the change i s adverse, unless 

that creditor i s given the opportunity to change his vote 

after disclosure pursuant to 1125. And Code Section 1125 

specifies that you cannot s o l i c i t that acceptance except with 

a disclosure statement duly approved under 1125. 

The Jacobs group cites the opinion of my colleague, 

Glen Clark, from Utah, which i s certainly the longest opinion 

that deals with the a p p l i c a b i l i t y of 1125, to the effect that 

you must have a disclosure statement, even under circumstances 

which, i f I remember correctly in that case, there was not an 

impaired class. I have a great deal of respect for Judge 

Clark and for his opinions, but i n that respect, he's simply 

wrong. 1125 very c l e a r l y says that acceptance or rejection of 
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a plan may not be s o l i c i t e d after the commencement of the case 

except with a disclosure statement. There i s nothing in the 

Code which says that you must s o l i c i t acceptances or 

rejections. And there i s nothing in the Code that I have ever 

read that requires the debtor to promulgate a disclosure 

statement in every case. 

The Securities and Exchange Commission has been 

known to take the position that the debtor must s o l i c i t votes 

from the common stockholders of a public company in connection 

with a plan that proposes the sale of the assets o f that 

company, even though the company i s c l e a r l y insolvent and the 

stockholders w i l l not participate under the plan. A degree o f 

f o l l y that has always baffled me. There i s no reason why 

debtors should be put to that kind of expense to go through a 

f r u i t l e s s act where i t i s clear that the shareholders w i l l 

r e j e c t the proposal in any event, and the plan very cl e a r l y 

can be confirmed despite their rejection. 

And so here, i n my view, i t was not necessary for 

the debtor to r e - s o l i c i t . The debtor could not argue that the 

acceptances received would be binding, but the debtor could 

confirm under 1129(b) as i f the classes had not accepted and 

were impaired. 

I don't think that we have, and no one has argued, 

a due process problem. The debtor's plan cl e a r l y proposed 

that there would be distributed to the members of Classes 
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4-A, B and C, a percentage of proceeds and a number of shares 

of common stock, or such other percentage of proceeds or 

shares of common stock as the Court might determine necessary 

to permit confirmation of the plan. There was notice that at 

the confirmation hearing, there may be adjustments to the 

distr i b u t i o n s made, and parties had every opportunity to be 

present at the confirmation hearing and deal with that issue. 

And I think that for due process purposes, that notice i s 

s u f f i c i e n t . Therefore, I find that the debtor, the plan pro­

ponents, complied with the applicable provisions of T i t l e 11. 

1129(a)(3) requires that the plan has been proposed 

in good f a i t h , and not by any means forbidden by law. To the 

extent that the provisions stating that i t has been proposed 

not by any means forbidden by law encompasses the problems 

just alluded to concerning the s o l i c i t a t i o n of acceptances, I 

f i n d the same. Further, the Court i s e n t i t l e d to presume good 

f a i t h i n the absence of the showing of bad f a i t h , and there 

has not been any assertion, even by the most vigorous of the 

dissenters, that the plan proponents have proposed and pro­

ceeded with the plan other than i n the best of good f a i t h . 

The Court finds that there i s nothing in the 

evidence to indicate that the debtor or proponents propose to 

make any payments to any person issuing securities or 

acquiring property under the plan, or in connection with the 

plan which i s not — which payments have not been approved by. 
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or which are not subject to the approval of the Court as 
reasonable. The proponents have disclosed the identity and 

i 
a f f i l i a t i o n of the individuals proposed to serve after con­

firmation of the plan as directors and o f f i c e r s of the ! 

debtor, and as a f f i l i a t e s of the viva trust for the benefit ! 

of the retirees, and of the successor to the debtor, which i s : 

the reorganized entity. And the appointment and continuance 

of those persons i s consistent with the interests of the 

creditors and the equity security holders and with public 

policy, and there has been disclosed the identity of any 

insiders that w i l l be employed or retained by the reorganized 

debtor, and the nature of the compensation for those persons. 

There i s no governmental regulatory commission which governs 

the rates charged by this debtor in the general operation of \ 
s I 

i t s a f f a i r s . j 
with respect to 1129(a)(7) — excuse me — ( a ) ( 8 ) , j 

i 

passing (a)(7) for the moment; with respect to each class of j 
claim or interest, each class has not accepted the plan, and j 

i 

some of those classes are impaired, which brings into play the j 

confirmation standards of 1129(b). With respect to ; 
1129(a)(7), the claims specified, the type specified therein, I i i 
have been provided for to be paid on the ef f e c t i v e date of the! 

plan, or the evidence disclosed that arrangements have been j 

made with attorneys and professionals and others to pay those \ 
i 

on satisfactory terms. j 
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With respect to the tax claims, 507(a)(7), with a l l 

due respect to the Congress i n a b i l i t y to re-number, those 

claims w i l l receive, in the agreed cases, deferred cash pay­

ments over a period not exceeding six years equal to the 

allowed amount of the claim. 

At least one class of claims that i s impaired has 

accepted the plan; that being Class 4-C. The Court has found 

already that confirmation of this plan i s not l i k e l y to be 

followed by the liquidation or the need for further financial 

reorganization, and that the fees payable under Section 1930 j 

have been paid, or w i l l be paid on the effective date. 

The primary focus, and the objections to confirma­

tion i s on the treatment of Class 4-B, at least i t was at the : 
1 
i 

confirmation hearing — today we have heard from the voices of! 

4-A — and on the application from those objecting on the 

retiree group who seem to be noticeably absent today, the i 

arguments that the plan f a i l e d to meet the requirements of 

1129(a)(7) and 1129(b)(2). Those arguments require the Court 

to focus on the makeup of those classes, the claims repre­

sented i n those classes, the assets that are to be dealt with. 

The Class 4-B claimants i s made up of the former 

Kaiser employees who were participants in the medical benefit 

plans and other fringe benefit plans that had been implemented 

by Kaiser for the benefit of i t s employees. The testimony of 

the expert, Mr. Spring, indicated that the benefits provided 
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by Kaiser for i t s employees were extremely generous, perhaps • 

exceedingly so. There i s an inherent d i f f i c u l t y i n this type 

of claim as opposed to the normal creditor claim. It was 

expressed very well by Mr. Dankner (phonetic), who t e s t i f i e d ; 

that programs of t h i s nature are expressed to the employees, 

the claimants, in terms of benefits, not i n terms of dollars. 

I t 1 s expressed i n the form of future promises, not in the formi 

of commitments to pay. The employees were offered continuing 

medical, health, welfare, l i f e , d i s a b i l i t y benefits. They 

were not promised additional pay or fixed dollars. 

The question then i s what claims do these employees • 

have, and how does the Court estimate or determine these 

claims. The general consensus from everyone who t e s t i f i e d wasi 

that i t i s v i r t u a l l y impossible to quantify the claims. The \ 

testimony on behalf of the objectors, Mr. Pritchett and Mr. ' 

Pratt, was that they could not, in f i l l i n g out their claim 

forms, put a d o l l a r figure to their claims — the claimants 

themselves. 

There are a variety of factors that feed into t h i s 

problem. One question i s exactly what i s the claim. To the 

bankruptcy lawyers, we see — and to the Court — we see 

claims by creditors, claims for services rendered, claims for 

products purchased, claims on loans, d o l l a r claims. Mr. 

Quinn, counsel for Mr. Pritchett, appeared to argue that i t 

i s — that the claim should be measured by the employee's 
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present cost of obtaining benefits. But the Court wonders 

whether that i s a relevant measure. 

Again, we are speaking of claims for breach of a 

promise to provide a benefit in the future. What of the 

employee who does not need that benefit, what of the employee 

whose health i s such that he has de minimis medical claims — 

blessed i s he — what claim does he have against this debtor's 

estate? He's not paid any doctor b i l l s . He may not have to 

pay any doctor b i l l s of any significance at any time in the 

future. And i f he does not, what has been his loss, and how 

do you measure the likelihood of that? What of the employee 

who has gone back to work for another entity which has 

provided him with as good or better coverage? What are the 

claims of the employee whose wife i s employed and there are 

family benefits that are as good or better from her employer? 

What are the claims of the employee who has p a r t i a l coverage 

elsewhere? 

It t r u l y seems impossible to be able to quantify 

the claims of individual retirees under those circumstances. 

Certainly the problem i s fact driven. Mr. Pritchett commenced 

a class action on behalf of the retirees for the purpose of 

determining their claims, which t h i s Court dismissed, in 

large part because i t was procedurally improvident, and in 

large part, because there were not, i t seemed to me, these 

overriding common issues, because you must deal with each 
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r e t i r e e . And dealing with that claims process could take ! 

years, and an enormous cost to the re t i r e e s i f they must come ! 

one by one and prove their claim, p a r t i c u l a r l y in ligh t of 

the acknowledgements by Mr. Pritchett and Mr. Pratt that there: 

was no way that they could estimate what their claims were. 

The evidence that was introduced described the claim i 

forms that were developed by Kaiser, the retiree subcommittee,; 

through the help of the experts, and that were sent out to the i 

employees. Those claim forms, and as a part of those, 

estimates were made of the cost of coverage premised on the 

insurance —* kind of insurance coverage the particular retiree( 

had, and the cost to Kaiser of providing that coverage at that: 

time, taking into account the risks of future price increases,; 

the cost of money, et cetera. And those claims estimates were! 

sent out to the employees in an e f f o r t to give them some guide 

as to the range of figures that might be appropriate. 

Pursuant to the report f i l e d by Coopers and Lybrand, adding upj 

those claims t o t a l l e d some 316 mil l i o n d o l l a r s . 

But that figure, as the experts acknowledged, was 

misleading because of the premise on the starting fixed cost 

of coverage and the fact that i t was an e x p l i c i t figure 

dealing with each individual claimant without taking into 

regard the variables that could attach to the claims. It 

t r u l y was not an e f f o r t to determine claims; i t was a very 
i 

s i g n i f i c a n t e f f o r t nonetheless. j 
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With the advent of the Metzenbaum leg i s l a t i o n 

applicable here, the focus changed, perhaps for the better, 

at least in some part. The Metzenbaum focus i s not on claims. 

The Metzenbaum focus i s on benefits. The debtor i s not 

c a l l e d upon to pay the claims of r e t i r e e s , but i s admonished 

to provide the benefits. It's easy to see some-of the wisdom 

of the Metzenbaum l e g i s l a t i o n superimposed on the needs of 

LTD where there i s a continuous revolving pool of employees; 

9 d i f f i c u l t or harder to superimpose Metzenbaum on a Kaiser 

10 Steel, where the employee group has long since been 

11 terminated. 

12 But nonetheless, the requirements of the interim 

1 3 S Metzenbaum l e g i s l a t i o n were applicable, and put the focus on 

14 [I the benefits. And, thus, here the focus was on the cost of 
l! 

15 || the benefits, and the study done by the professionals started 
16 
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with the basic analysis that was sent out to the employees. 

The testimony was that the experts who worked in this area, 

who described i t as a t r u l y evolving area, they u t i l i z e d t h e i r 

judgment to f i x trend rates of r i s i n g health care costs, to 

the extent anyone can deal with that c r y s t a l b a l l , future 

i n t e r e s t rates to determine present values, mortality tables 

to figure out how long the employees w i l l l i v e . 

Acknowledgement was made that i t was an extremely 

d i f f i c u l t group to work with because i t i s a fixed aging 

group, not a revolving pool. And, therefore, the risks of 
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higher health coverage are enhanced. It makes i t a group \ 
| 

that i s not attractive to an insurer, to insure on a group I 
I 

basis. And the experts could, but at best, estimate the 
i 

range of the benefit costs 350 to 500 m i l l i o n dollars. Then ! 
i i 

the experts a l l agreed that t h i s was a reasonable range, but I 

i t i s not a determination of great precision. j 

Dealing with valuation ranges of that nature i s j 
i 

not the inherent stuff of which confirmation decisions are \ 

rendered. There are other factors that come into play in ; 

terms of viewing confirmation. Pursuant to the Metzenbaum 

l e g i s l a t i o n when i t was i n i t i a t e d , the company was obligated 

to continue to apply benefits. But the company had no funds. 

Under that Metzenbaum b i l l , i t was provided that i f the 

company was converted to Chapter 7, the right to benefits ' 

would terminate. So the retirees did not want to see the casei 

converted, but were anxious to see that the Metzenbaum 

requirements were met. And that was done via the funding j 

provided by GATX whereby the debtor borrowed 7 mil l i o n dollars! 

and used that to fund the settlement, to establish what the 

parties have referred to as the viva t r u s t . 

The purpose of that trust was to take the funds 

provided from the settlement, and to provide the maximum level 

of health care benefits to the largest group of people for the 

longest period of time, estimated to be two years. Pursuant 

to the so-called Metzenbaum l e g i s l a t i o n as ultimately adopted. 
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i 

the claims of the employees for benefits pending the Chapter ! 

11 are to be administrative claims, and those claims were ! 
i 

s e t t l e d pursuant to the viva settlement. | 
i 

But in evaluating the impact of 1129(a)(7), the j 
i 

fact remains that i f the case i s converted, the employees | 

have no ongoing right to benefits. And I must confess I don't! 

know what to make of the language, and what the impact i s on ! 
j 

the employees who have received interim benefits at a pr i o r i t y ! 

to the claims of other creditors of the estate once the estate i 
i s converted, and what their status i s , and on what basis they! 

are e n t i t l e d to retain those payments as opposed to the rights! 

and interests of a l l other creditors of the estate. As usual,; 

spe c i a l l e g i s l a t i o n weaves very special kinds of problems, 

and there w i l l come an unfortunate time when some court w i l l 

have to unwind that kind of problem, and I earnestly hope i t 

i s not this one. 

If the case i s converted, even at this stage and 

even separate and apart from this problem of what do you do 

with the interim administrative claims, the Court i s then back 

to the problem of trying to determine what the claims are. In 

the f i n a l analysis, as I view the matter, the employees were 

promised benefits to be paid for by the employer. It was 

recognized that the debtor would dedicate those funds that 

were necessary to provide those benefits. And, thus, i t seemsi 

to me that i t i s reasonable to estimate the employee claims 
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based on the funds, the do l l a r amount that the company had, 

in effect, agreed to dedicate to provide the benefits. And 

the experts say that amount i s 350 to 500 million dollars. 

And the Court accepts that estimate and believes there's 

reasonable basis to do so. 

There are other claims i n th i s estate. There are 

claims of the trade creditors. Mr. Stoddard estimated that 

in the f i n a l analysis, those claims w i l l f a l l i n the range of 

93 million to 175 m i l l i o n d o l l a r s . And there are the pension 

claims, including PBGC, in the range of 200 to 250 mi l l i o n 

d o l l a r s . 

In looking to the standards for confirmation under 

1129(a)(7) and 1129(b), the Court must also consider the 

assets and their values. I've already made mention of the 

assets, the fundamental assets that w i l l underpin the re­

organized estate. Mr. Stoddard generally t e s t i f i e d as to 

values. Some values are reasonably certain to be present. 

Mr. Stoddard's testimony was that the stock in the mutual 

water company might be maximized i n value of 28 million 

d o l l a r s . It appears that once again the debtor's estimates 

may be low, and perhaps bids on that ought to be brought to 

thi s Court for an auction where we have had some success i n 

extracting higher values. But those values are there. 

There i s the MRC contract with a value, a present 

value of future cash flows estimated to be 30 million d o l l a r s , 
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some speculation there, but some reasonable degree of 

certainty. The L u s k contract, i t seems to the Court, i s 

highly speculative, highly v o l a t i l e because of the significant 

environmental problems that may or may not be solved. But the 

contract offers a reasonable basis for the solution of those 

problems; one that i s not present i n a Chapter 7 case. There 

i s no evidence to controvert Mr. Stoddard's testimony that 

much of the motivation underpinning the Lusk contract, much of 

the values to be derived there come from the commitment of 

Kaiser to remain, to be actively involved with the environ­

mental agencies i n assisting with the efforts with those 

properties. And there are a variety of returns possible in 

the reorganization case; the 5 m i l l i o n dollar loan is the 

benefit up front, the opportunity to cover the cost of the 

environmental cleanup, the pr o f i t s to be derived from the 

land, a gross amount of maybe 90 m i l l i o n dollars. 

If this case were premised i n i t s entirety on the 

Lusk contract, as many reorganization cases are, the Court 

would be skeptical, indeed, of the prospects of f e a s i b i l i t y . 

But i t i s , in large part, an adjunct; i t i s a way to deal 

with the environmental problems, to have the funding for those 

problems, with the chance to maximize the value of the pro­

perties. Absent the Lusk contract, the proposition i s to try 

to fin d someone to buy those properties at some price, and 

take on the burden of the environmental problems. And the 
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values that you can attribute to property under those circum­
stances i s very d i f f i c u l t to arrive at. 

There are values attributable to the ongoing water 

treatment projects, and there i s the l i t i g a t i o n . Smaller than 

an elephant; bigger than a f l e a . Claims i n the neighborhood 

of 300 million d o l l a r s . One thing i s , I think, certain; even 

with values of t h i s nature, maximizing the dollars a t t r i ­

butable to the l i t i g a t i o n , maximizing the MHC values, the 

Lusk contracts, a l l of the various bits and pieces, the 

company truly i s , as Mr. Stoddard t e s t i f i e d , hopelessly 

insolvent. And, therefore, there i s no basis for any p a r t i c i ­

pation i n the reorganized company by the former shareholders 

of this debtor. 

By contrast to the potential values to be derived 

i n the reorganization, the Court must look to the values i f 

the company were to convert to Chapter 7. The debtor's 

estimate of values of the assets i n a Chapter 7 were that the 

assets might be worth 20 to 30 m i l l i o n d o l l a r s . An estimate 

of 10 mil l i o n dollars or less from the water stock i f the 

company was pressed to s e l l that, an estimate of zero from 

Lusk because of the fact that Kaiser would not be involved in 

the ongoing cleanup, and the values, i f any, of the Fontana 

properties would be eaten up by the reclamation costs that 

would extend over a good many years before those problems 

were solved. And the MFC values, to the extent that they are 
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there to a reorganized company, are something else again i f 

2 t h i s debtor were put to the point of s e l l i n g that stock to j 

3 a t h i r d party with the resultant discounts. 
i 

4 The l i t i g a t i o n , the company estimates, i s zero to | 

5 the Chapter 7. The Court is not so sanguine that a trustee I 

6 in a Chapter 7 would realize no value out of this l i t i g a t i o n , \ 

7 presuming there i s any value i n i t anyway. But I don't | 

8 question the judgment that a trustee's role i s much different i 

9 from that of a debtor, and that the a b i l i t y of a trustee to j 

10 s e t t l e or l i t i g a t e i s reduced. The opportunities to stay ; 

n with long-term l i t i g a t i o n at high cost to the estate are very I 

12 c u r t a i l e d . The interests of a Chapter 7 trustee ought to be 

13 j to administer the estate quickly and e f f i c i e n t l y , and d i s t r i -

u bute money. The interests r e a l l y are not to l i t i g a t e on a 

1 5 : . long-term committed basis, and any defendants know that. And 

16 that knowledge wreaks great pressures i n settlements. 

17 i don't think i t ' s necessary for me to f i x s p e c i f i c 

18 values. What i s clear to me i s that the realizable value of 

19 the assets in Chapter 7 is s i g n i f i c a n t l y lower than the values 

20 to the reorganized company. For confirmation purposes, Mr. 

21 P r i t c h e t t has argued that the plan f a i l s to meet the require-

22 ments of 1129(a)(7), which requires that for every class of 

23 creditors who are impaired, each creditor i n that class has 
2 4 either accepted the plan or w i l l receive, or retain under the 
2 5 plan on account of such claim, property of a value, as of the 
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e f f e c t i v e date of the plan, not less than the amount that such I 

holder would so receive or retain i f the debtor were 

liquidated under Chapter 7 of this t i t l e . 

Mr. Pritchett r e a l l y made two kinds of arguments. 

One argument was that the values to be realized upon l i q u i ­

dation would be greater than those estimated by the debtor. 

And I think that may be true. The other argument actually had 

to facets to i t . One argument was that the retirees did not 

receive anything of benefit under the plan — anything. The 

r e t i r e e class i s set up under 4-B so that distributions are 

not made to the re t i r e e s . The plan i s set up so that the 

re t i r e e s receive what Senator Metzenbaum has mandated retirees 

are supposed to receive, which i s to say benefits. Those 

benefits w i l l be provided by the expanded viva trust, i n which 

a l l r e t irees may participate. They are direct beneficiaries 

of that trust on a doll a r for d o l l a r basis. Every do l l a r of 

value that goes into that trust goes to the benefit of those 

r e t i r e e s , and i t i s specious to argue that the members of that 

class do not, because they are participants in a trust, 

receive anything of value under the plan. 

The other inherent part of Mr. Pritchett's argument, 

as I understood i t , i s that the claims of the retirees, 

estimated as they were for reorganization purposes, did not 

r e f l e c t the true claims that they would have in a Chapter 7, 

which would be s i g n i f i c a n t l y greater. And, therefore, i n a 
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Chapter 7, as a class, they would command a right to a larger 

share of the pot. And to that, I simply must return to my 

findings that i t i s reasonable to determine those claims based 

on the dollar amounts that the company had inherently 

committed to provide for those r e t i r e e s . That was the money 

that the company was going to pay out to them or for their 

benefit, i f you w i l l , and that i s a reasonable measure of the 

claims of that class, to wit, 350 to 500 mil l i o n dollars. 

Therefore, I cannot accept the argument that in 

Chapter 7, the aggregate claims of that class would be si g n i ­

f i c a n t l y different from those estimated by the experts for 

purposes of confirmation. 

It was argued by the counsel for Mr. Pritchett that 

there was an unidentified r e t i r e e who had not voted in favor 

of the plan, who lived in a remote area, who would not be able 

to p a r t i c i p a t e in a program for continued coverage under the 

viva t r u s t , and who, therefore, was being disenfranchised and 

would not receive as much under the plan as he would receive 

in a Chapter 7. But i t i s clear that even that individual who 

might not be able to afford to make the cash contributions 

necessary to participate in the viva t r u s t , would nonetheless 

have the benefit of the enhanced prescriptive drug program and 

of the l i f e insurance coverage, and of access to the other 

benefits that can be provided by the viva trust with the 

funding provided under the plan. 
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Those rights, as beneficiaries of that trust, have 

obvious values. The Court also cannot ignore the fact that 

the beneficiaries of the viva trust already enjoy 7 m i l l i o n 

d o l l a r s , a benefit that was not available to other creditors 

and was not available to the retirees in Chapter 7. The 

Court must also recognize, I think, that i f the case were 

converted, the time and expense to be involved in determining 

the claims of the retirees, the administrative costs a t t r i ­

butable to the cleanup problems, 20 to 40 million dollars at 

Fontana alone, the other administrative or p r i o r i t y claims 

for the PBGC and for taxes, the general uncertainty as to what 

the claims of the retirees ought to be or how they ought to be 

determined, the limited amount of d o l l a r s that could be 

r e a l i z e d from the assets, certainly a reduced amount in 

Chapter 7 from the reorganization case, the 7 million already 

i n the viva trust and the continued benefits to be provided 

to the retirees, leads the Court, inescapably, to the con­

clusion that they are s i g n i f i c a n t l y better off under the 

reorganization than they would be in Chapter 7. 

The claims of the unsecured creditors in Class 4-A 

are not quite as enhanced as the r e t i r e e s ; they are not quite 

the same problems. We know what claims are for the business 

c r e d i t o r s ; they're measured in dollars and cents, can be 

determined. They have not had the benefit of a viva trust 

during the pendency of this Chapter 11- But nevertheless. 
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t h e i r claims are not going to escalate, as Mr. Pritchett 

would argue that the claims of the r e t i r e e class might i n a 

Chapter 7. And since their claims have remained r e l a t i v e l y 

the same, and since the Court i s c l e a r l y s a t i s f i e d that the 

value of the assets in Chapter 11 i n the reorganized debtor 

exceed, s i g n i f i c a n t l y , the values that could be realized in 

Chapter 7, the interests of those creditors, similarly, they 

w i l l receive more by reason of their claims through the re­

organization process than they would receive i f the case were 

converted. 

Mr. Pritchett has argued that the plan cannot be 

confirmed under 1129(b)(2). That section provides that the 

Court can confirm the plan even though a class has not voted 

in favor of the plan, provided the plan does not discriminate 

u n f a i r l y and i s f a i r and equitable with respect to the 

impaired interests. 

Fair and equitable i s a term of art in reorganiza­

t i o n proceedings. It is incorporated in the Code as to these 

unsecured creditors in 1129(b)(2)(C), and the Court can f i n d 

that the class — that the plan i s f a i r and equitable i f the . 

holder of any claim or interest that i s junior to the claims 

of such class w i l l not receive or retain under the plan on 

account of such junior claim or interest any property. The 

c l a s s i c test of- Consolidated Rock. And that i s the effect of 

the amended plan. 



37 

The shareholder classes do not participate. The 

classes junior to those of Classes 4-A, B and C take nothing 

under the plan. And, therefore, as to the Classes 4-A, B and 

C, the plan i s f a i r and equitable. The re a l question as i t 

pertains to Classes 4-A and 4-B i s whether the plan unfairly 

discriminates. As to the claims in 4-B, the Court returns 

once again to i t s findings that the range of retiree benefits 

and those values as set forth i n 4-B i s reasonable, and that 

i t i s reasonable to estimate their benefits i n the range of 

350 to 500 m i l l i o n . 

There's been no suggestion that the range of claims 

for the classes i n 4-A and 4-C are unreasonable. Thus, the 

debt range on a high and low basis can be examined, and the 

interests of the Class 4-B can be examined under a best case 

basis. If the claims of the retirees were estimated at 500 

m i l l i o n dollars, the unsecured creditors at 93 million, and 

the PBGC claims at 200 m i l l i o n , the retirees would have 63 

percent of the debt versus 12 percent for the unsecured and 

225 percent for PBGC. On a worst case basis, at least as 

2 0 !( pertains to the r e t i r e e s , where their claims were allowed at 
i' 
II 

21 i- 350 m i l l i o n , the unsecureds at 175 and the PBGC at 25Q, the 

2 2 ji r e t i r e e s would have 4 5 percent, the unsecured 23 and the PBGC 

23 32. The average of the claims, i f averages mean anything 
Si 

2 4 ii under these circumstances, for the re t i r e e s is 54 percent. 
i1 

2 5 lj Under the plan, they w i l l receive 54 percent i n stock and 
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52 1/2 percent from the l i t i g a t i o n . 

The retirees also get the 7 m i l l i o n already in the 

viva trust. They get voting control of the ongoing company, 

which in many respects, i s even more s i g n i f i c a n t here because j 
that voting control w i l l be held by a single unified trust and 

voted as a block, as opposed to s p l i n t e r i n g i t among the hands 

of many in a given class. They receive p r i o r i t y funding of 

3 1/2 million dollars a year out of l i t i g a t i o n proceeds. They 

receive the benefits of the funding from the PBGC to fund the 

ongoing l i t i g a t i o n . And perhaps most importantly of a l l , they 

receive the benefit of speed in resolving the basis upon which 

th e i r interests can be provided for. There i s no evidence ! 

before the Court of any reasonable basis to estimate a higher 

claim for the r e t i r e e s ; 

The same analysis can be made from and for the 

interests of the unsecured creditors. Certainly their repre- ; 

sentative t e s t i f i e d that as to 1129(a)(7), the representatives 

on the creditors committee of the trade creditors were con­

vinced that they would receive nothing in Chapter 7, and that 

the allocation of the interests among Classes 4-A, 4-B and 

4-C had been the result of informed, well represented, 

d i l i g e n t negotiations carried on over a number of months to 

a r r i v e at the f i n a l allocations. Those parties, representa­

ti v e s of 4-A, 4-B and 4-C, were a l l s a t i s f i e d , and so t e s t i ­

f i e d and represented to the Court that the plan represented a 
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f a i r balancing, that the plan i s f a i r and equitable among the 

inter e s t s , and that the plan does not unreasonably d i s ­

criminate i n a l l o c a t i n g the interests of the reorganized 

company. And the Court believes that i s true; that the plan 

strikes a balance which i s not unreasonable, and which clearly 

does not discriminate u n f a i r l y . 

Meritor had i t s objection. The plan provides that 

Meritor w i l l retain i t s interests under the plan. An argument 

was made that the plan does not adequately provide for i t s 

implementation because i t does not specify the manner and 

means in which Meritor is to have a continuing claim to cash 

and cash c o l l a t e r a l . And I don't think that there i s anything 

under the Code that requires that that d e t a i l be specified 

under the plan. The debtor i s dedicated under the plan to 

provide for the continuing i n t e r e s t s . On one point, Mr. Pratt 

and I see truly eye to eye; Meritor receives the indubitable 

equivalent under 1129(b), and the plan ought to be confirmed 

with respect to those interests. 

The Court, therefore, concludes, based on those 

findings, that the debtor's plan, the proponents' plan, since 

i t i s a multiple proponent, meets the requirements of 1129 of 

T i t l e 11 of the United States Code, and, therefore, w i l l be 

confirmed. 

Let me back up. The l a s t matter that the — 

MR. CHRISTENSEN; Excuse me, Judge, there are two 
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matters. You may have thought you covered i t , but the Lusk 

loan, you just did not mention i n your statement. 

THE COURT: I signed that order, Mr. Christensen. 

MR. CHRISTENSEN: That was for the joint venture. The 

loan came along separately. 

THE COURT: I'm sorry, a l l right. 

MR. CHRISTENSEN: Because i t also primed the Meritor — 

THE COURT: Well, as to the Lusk loan, I w i l l incorporate 

my findings as to the MRC transaction, insofar as the 

interests of Meritor are concerned, to be adequately pro­

tected. As to the requirements for the Lusk loan, I have made 

mention of the 5 m i l l i o n dollars to be. provided by Lusk. Mr. 

Stoddard t e s t i f i e d today that those funds are needed to pro­

vide the 2 m i l l i o n dollars to deal with the water pollution 

problems on a current basis, and to provide working c a p i t a l . 

There i s no question that this debtor has, throughout t h i s 

proceeding, been strapped for cash, and that that cash i s 

necessary, and that that loan i s reasonable under the terms 

provided, and w i l l be approved. 

With respect to the cash c o l l a t e r a l , the evidence 

before the Court indicated that the debtor holds a promissory 

note for 3 1/2 m i l l i o n dollars from IMAC, and cash in the 

amount of roughly 900,000, which i t proposes to use. That' 

cash w i l l be used, in part, to provide for the claim of GATX 

of 5150,000.00. Out of those funds, there w i l l be escrowed 
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$400,000.00 to provide for the p r i n c i p a l amount of the Meritor: 
j 

claim. And the debtor would propose to u t i l i z e the balance of I 

the cash c o l l a t e r a l for working c a p i t a l or other necessary 

purposes, and to provide adequate protection to those who 

claim interests i n that, in pa r t i c u l a r , Mr. Appel's c l i e n t s , 
i 

by l e t t i n g their disputed l i e n attach to the value of the ' 

promissory note. ! 

It has been argued that there has been no values 

established for that note. The testimony was presented by 

Mr. Bradford. He i s familiar with IMAC because of the fact 

that he sat on the board. He has seen the cash flows, the 

f i n a n c i a l statements of that company. . He valued the under­

lyin g c o l l a t e r a l f o r the note, the machinery and equipment, 

at some 12 mi l l i o n d o l l a r s based on i t s book value, which i s 

of l i t t l e meaning in valuing machinery and equipment, an 

appraisal which the Court has not seen, but f i n a l l y , on a 

re a l i z a t i o n of the cash flows and p r o f i t s derived by IMAC in 

the continued operations of i t s business u t i l i z i n g that 

machinery and equipment for the manufacture of steel drums 

and others for the production of p l a s t i c mouldings. 

The company has had ongoing dealings with IMAC in 

s e l l i n g back to i t preferred stock and other notes, l i q u i ­

dating a portion of the debts and obligations between the two 

companies. The note i s for 3 1/2 m i l l i o n dollars. The 

interests of Mr. Appel's clients are contested and consist. 
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i f I understand i t correctly, of claims for attorneys fees, 

claims that are i n dispute and ultimately w i l l be resolved 

either by negotiations or by hearings before this Court to 

determine the reasonableness of fees and the amount to be 

allowed as claims. Something that lends i t s e l f to v i r t u a l l y 

a degree of imprecision commensurate with that that pertains 

to r e t i r e e claims, figures that sometimes are as hard to f i x 

or determine. Claims of a size and significance that are 

something other than claims for monies advanced or for pro­

ducts sold, where the figures are rather hard and fast. 

Given the nature of those claims and the offer that 

those claims w i l l be secured, to the extent they exist, by 

the outstanding note which comes due i n a year, I believe 

offers those claimants adequate protection for that disputed 

claim. The interests of Meritor are otherwise adequately 

protected. 

I certainly concur that the prior arrangements made 

to permit the sale of the underlying notes which allowed the 

claims of Mr. Appel's clients to attach the proceeds did not 

serve to commit those cash proceeds irrevocably and forever 

for the payment of those claims. Those interests are subject 

to being dealt with under 363 of the Code, and to allow the 

cash c o l l a t e r a l to be used for the debtor's operations with 

those interests to be adequately protected by the notes. 

Have we now covered a l l outstanding matters that 
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are before the Court today? 

MR. CHRISTENSEN: That covers everything before the 

Court. I'd l i k e leave not later than, l i k e , Tuesday or 

Wednesday, and hopefully Monday, jus*t some other parties 

haven't seen i t , to submit a form of confirmation order, not 

dealing so much with these facts, but as you may r e c a l l , the 

plan i t s e l f requires that the order contain certain provisions 

with respect to the prescription drug plan and just other 

technical things. So we'd l i k e to submit a form of that 

order to Your Honor. 

THE COURT: That's fine. The formal order that was 
submitted on the MRC transaction — 

MR. LEWIS: It was submitted, and I would l i k e to submit 

another order, an amended order — 

THE COURT: A l l right. 

MR. LEWIS: Just i n the legal description. 

THE COURT; That's fine. I was just going to say, I have 
i t s i t t i n g on my desk to look at. 

MR. LEWIS: We'll get that up to you f i r s t thing Monday. 

THE COURT: A l l right. Mr. Feuerstein? 

MR. FEUERSTEIN: Your Honor, I would also submit a pro­

posed form of order i n connection with USWA and retiree 

subcommittee settlement on the cash c o l l a t e r a l . 

THE COURT; A l l right, that's fi n e . That can be done. 

If you w i l l submit, then, the form of order for confirmation, 
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Mr. Christensen, refl e c t i n g that i t i s entered based on the 
findings and conclusions rendered by the Court on the record, 
then that order w i l l enter. 

MR. CHRISTENSEN: Thank you, Your Honor. 
I 

THE COURT: There being nothing further, we'll be in 

recess. 

(End of findings of fact and conclusions of law.) 

I c e r t i f y that the foregoing i s a correct transcript 

from the record of proceedings in the above-entitled matter. 

September 26, 1988 l / T O / ^ ^ 
J. Ford^& Associates, Inc. 


