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Inre : Chapter 11

ALLI ANCE ENTERTAI NVENT CORP. , ; Case No. 97 B 44673 (BRL)

et al., (Jointly Adm ni stered)
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UNI TED STATES BANKRUPTCY COURT Fees Previously Requested: $0. 00 NAVE OF APPLI CANT:
SOQUTHERN DI STRI CT OF NEW YORK Fees Previously Awarded: $0. 00 Donal dson, Lufkin, & Jenrette
Securities Corporation

- - - - - - - - - - - - - _X
: ROLE I N THE CASE:
Inre : I nvest nent Banker for Debtors-

i n- Possessi on

: CHAPTER 11 Expenses Previously Request ed: $0. 00
ALLI ANCE ENTERTAI NMVENT : Expenses Previously Awarded: $0.00 CURRENT APPLI CATI ON
CORP., et al., : Case No. 97 B 44673 (BRL) Fees Request ed:
$350, 000
Jointly Adm ni stered Pre-Petition Retainer Received: $0. 00
Debt or s. : Expenses Request ed:
$25, 217. 09
- - - - - - - - - - - - - - - - - - - - - - - - - - - X
Fee(s) Charged for Similar
Work in Nonbankruptcy Mat-
Year ters Time Records
Name Department Admitted Hours Rate Total and Percentage Received Submitted
J. Halisey Kennedy Seni or Vice N A 155. 30 N A N A 100%
President, In-
vest nent Banki ng
Di vi sion, DLJ Yes
Scott MlLallen Associ ate, Le- N A 31.25 N A N A 100%
ver aged Fi nance
G oup, DLJ Yes
Dani el | e DeMai o Sunmmer Associ - N A 39.50 N A N A 100%
ate, DLJ Yes
M tchel | Howel | Anal yst; Re- N A 52.75 N A N A 100%
structuring
G oup, DLJ 278. 80 Yes
Carlene J. Gatting Counsel , Skadden 1983 43.70 $340 14, 858 100%
Ar ps Yes
Shrmuel Vasser Associ at e, 1991 6. 20 $280 $1, 736 100% Yes

Skadden Ar ps
49.9



Hearing Date: Cctober 29, 1997
at 10: 00 a. m

UNI TED STATES BANKRUPTCY COURT
SOQUTHERN DI STRI CT OF NEW YORK

e e e e e e e e o e oo L ox

Inre : Chapter 11

ALLI ANCE ENTERTAI NVENT CORP. ; Case No. 97 B 44673 (BRL)

et al., . (Jointly Adm ni stered)
Debt ors.

e

APPLI CATI ON OF DONALDSQON, LUFKIN & JENRETTE
SECURI TI ES CORPORATI ON FOR FI NAL ALLOMANCE OF
COVPENSATI ON AND REI MBURSEMENT OF EXPENSES

TO THE HONORABLE BURTON R LI FLAND,
UNI TED STATES BANKRUPTCY JUDGE

Donal dson, Lufkin & Jenrette Securities Corpo-
ration ("DLJ"), as investnent banker to Alliance Enter-
tai nment Corp. ("Alliance") one of the above-captioned
debtors and debtors in possession (the "Debtors"), submts
this application (the "Application") seeking final allow
ance of conpensation and rei nbursenent of disbursenents
pursuant to 11 U. S.C. 88 327 and 328 and Rul es 2014 and
2016 of the Federal Rules of Bankruptcy Procedure for

final allowance of conpensation and rei nbursenment of ex-
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penses, and in support of the Application sets forth and
represents as follows:
Backgr ound

1. On July 14, 1997 (the "Filing Date"), Alli-
ance Entertai nnent Corp. ("Alliance") and fourteen of its
direct and indirect subsidiaries (collectively with Alli-
ance, the "Debtors") filed with this Court voluntary peti-
tions for relief under chapter 11 of title 11 of the Unit-
ed States Code (the "Bankruptcy Code"). The Debtors
cases were procedurally consolidated for adm nistrative
pur poses only.

2. Subsequent to the Filing Date, the Debtors
sought an order authorizing the retention of DLJ pursuant
to the terms of a letter agreenent dated June 30, 1997, as
t heir exclusive investnent banker in connection with the
marketing and sale of Red Ant LLC and its affiliates. Red
Ant LLC is owned 50% by Red Ant Box, Inc. and 50% by Red
Ant Hol dings, Inc. Red Ant Holdings, Inc. wholly owns
Bl ack Ant Music, Inc., Arny Ant Music, Inc. and Vel vet Ant
Music, Inc. (Red Ant LLC and its affiliates are collec-
tively referred to as "Red Ant"). Subsequently, the par-
ties entered into a revised Schedule | to the letter
agreenment (together, the "Letter Agreenent"). A copy of

the Letter Agreenent is annexed hereto as Exhibit A
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3. By order dated August 4, 1997, the Court
authorized the Debtors to retain DLJ as their investnent
banker to performthe services set forth in paragraph 8 of
the Letter Agreenent (the "Retention Order"). A copy of
the Retention Order is annexed hereto as Exhibit B.

4. By order dated August 15, 1997, the Court
approved the sale of Red Ant to Cypress Ventures, Inc., an
affiliate of Wasserstein Perella Goup, Inc., for
$1, 050, 000 and a commitnent by the purchaser to fund Red
Ant's future operations up to $11.375 mllion. The Debt-
ors retained 10%equity interest in Red Ant. The sale
cl osed on August 19, 1997.

5. Pursuant to the Letter Agreenment and the
Retention Order, DLJ was retained as financial advisor to
performthe foll ow ng professional services:

(A) identify prospective buyers of Red Ant;

(B) collect and distribute to prospective buy-

ers due diligence materials regarding the busi-

ness and operations of Red Ant;

(C) assist the Debtors in review and anal ysi s

of offers regarding Red Ant, including val uing

t he consideration offered by prospective pur-

chasers of Red Ant;

(D) assist the Debtors in negotiating and con-
summating a sale of Red Ant;

(E) provide testimony, if necessary, in the
bankruptcy court on behalf of the Debtors re-
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garding matters as to which DLJ has rendered
services in these Chapter 11 cases; and

(F) performany other services as the Debtors

or Debtors' counsel may reasonably request from

time totime with respect to the sale of Red Ant

(collectively, the "Financial Services").

6. Pursuant to the Letter Agreenent and the
Retention Order and in consideration of the foregoing
services, the Debtors agreed to pay DLJ the follow ng
anount s:

(a) a $100,000 fee payabl e upon the sign-
ing of a letter of intent, definitive agreement or simlar
docunentation with respect to a sale of Red Ant or a
Transaction, as the termis defined in the Letter Agree-
ment ;

(b) a $250,000 fee payabl e upon the cl os-
ing of a Transaction; and

(c) reinburse DLJ for out-of-pocket ex-
penses, including the reasonable fees and expenses of
DLJ's counsel, incurred by DLJ in connection with its
engagenent pursuant to the Letter Agreenent.

7. To date, DLJ has received no paynents on

account of the professional services rendered to the Debt-

ors pursuant to the Letter Agreenent.
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Rel i ef Requested

8. By this Application, DLJ requests (a) a
final allowance of conpensation in the amunt of $350, 000,
(b) a final allowance of the disbursenents incurred during
its engagenent in the anmount of $7,801.42, and $17, 409. 67
of legal fees and expenses incurred by it as a result of
its engagenent.

9. DLJ mai nt ai ned cont enpor aneous nonthly time
records to reflect the services rendered to the Debtors.
Copies of the time records maintained by DLJ in this case
are annexed hereto as Exhibit C A sunmary of time devot-
ed by DLJ to this case is annexed as Exhibit D. A de-
tailed summary of disbursenents actually and necessarily
incurred by DLJ is annexed hereto as Exhibit E

Description of Services Rendered

10. It is inpossible to describe conpletely the
work perforned by DLJ as part of its engagenent by the
Debtors. At tinmes, the demands on DLJ were rigorous, as
DLJ was required to render services to the Debtors on a
near daily basis. Fromtinme to tine, the DLJ profession-
als working on this case were required to devote all of
their daily time to this case, often to the exclusion of
other clients and matters. It is accordingly not possible

to describe in detail the many conferences, tel ephone
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conversations, negotiations, drafting sessions, neetings
of the Board of Directors and other matters that occupied
DLJ's time on a regular basis. The follow ng description
of the firms services, therefore, is merely a sunmary of
the matters that occupied the nost substantial amunts of
DLJ's tinme. Additional matters on which DLJ worked are
described in the tinme records annexed to this Application
as part of Exhibit C
11. The subjects upon which DLJ rendered advice

and the general areas in which DLJ rendered professional
services during the case may be broadly characterized as
fol | ows:

A due diligence services;

B. preparation of cash flow anal yses;

C preparation of confidential information

nmenor anduni

D. solicitation of buyer interest;

E val uation anal yses;

F. proposal eval uation; and

G negotiations with potential buyers.

A Due Diligence

DLJ team nenbers, as a group and in subgroups,
had several neetings with managenent of the Debtors and

Red Ant in which the current operations and prospects of
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Red Ant were reviewed. It was necessary for DLJ to devel -
op a fundanmental understanding of Red Ant's busi ness and
financial prospects in order to convey those prospects to
potential buyers.

B. Cash Fl ow Anal yses

DLJ constructed a nulti-year nonthly cash fl ow
nodel for Red Ant's business and revised this analysis on
mul ti ple occasions to update the information to accurately
portray the |atest business devel opnments. As part of this
analysis, DLJ (i) reviewed recent financial statenents
prepared by Red Ant and made available to potential buy-
ers; (ii) reviewed certain financial projections prepared
by Red Ant's managenent for the period through fiscal year
1998; and (iii) conducted other such anal yses and exam na-
tions as DLJ deened necessary and appropriate. The cash
fl ow nodel and related projections were provided to inter-
ested parties in order to facilitate their eval uation of
Red Ant.

C. Confidential Information Menorandum

DLJ prepared a confidential information nmenoran-
dum regardi ng Red Ant's business (the "Menoranduni') to
di ssem nate to potential buyers of Red Ant. DLJ spent
significant time drafting the Menmorandumto properly re-

flect Red Ant's business, operations, financial perfor-
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mance and prospects in order to solicit the interest of
buyers. The Menorandumincluded (i) a detail ed descrip-
tion of Red Ant, (ii) a discussion of its business strate-
gy, (iii) projected financial results, (iv) an artist
roster, and (v) a release schedule. DLJ drafted the Meno-
randum drawi ng heavily on its past experience and di scus-
sions with managenment to generate interest on the part of
potential buyers with the necessary information to com
mence an investigation of Red Ant.

D. Solicitation of Buyer Interest

DLJ identified and contacted various interested
parties that had expressed prior interest or were consid-
ered potential buyers. DLJ contacted 28 parties to solic-
it interest in Red Ant of which 18 expressed interest in
recei ving the Confidential Information Menorandum  DLJ
followed up with all of the interested parties to answer
questions and provide additional information. DLJ assist-
ed Red Ant's nanagenent in nmeeting with interested parties
and followed up on information requests. DLJ al so estab-
i shed data roons in its New York and Los Angel es offices
to allowinterested parties to review contracts and nore
detailed financial information. Seven parties requested
and received the bidding instructions and a draft purchase

agreenment of which three nmade proposals.
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E. Val uati on Anal yses

DLJ prepared various valuation anal yses in order
to evaluate proposals for Red Ant. These anal yses provid-
ed a benchmark for valuing the equity and aggregate val ue
of Red Ant and in determ ning the valuation of residual
interest proposed by certain bidders. Conpanies used as
conpar abl es were chosen after careful deliberation, in-
cluding conversations with DLJ's entertainnent industry
experts. DLJ considered the market val ues of publicly
traded conparabl e conpanies, as well as multiples paid in
recent acquisitions of entertai nment conpanies of simlar
size. The valuation anal yses assisted DLJ in anal yzing
the estimated value of Red Ant, and estimating the value
of the conpany's retained interest in Red Ant, if any.

F. Proposal Eval uation

Fol | owi ng recei pt of the three proposals, DLJ
had di scussions with each of the parties to confirm and
clarify proposals. DLJ prepared for the Board of Direc-
tors an anal ysis of the proposals which assessed the form
of consideration, funding conmtnments and conditions.

This required a thorough conparison of the three propos-
als, valuation of any retained equity interests, and an
assessment of the other material terms and conmtnents.

In addition, DLJ worked to verify and confirmthe financ-
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ing commtnents required to consunmate each bid. DLJ also
di scussed its view of the proposals and the status of the
bi dding with the various creditor groups.

G Negotiation with Potential Buyers

Upon recei pt of the proposals, DLJ began negoti -
ating wwth the parties to inprove their offers. Al three
of the proposals had been inproved by the time the Board
of Directors met to consider the proposals. At the direc-
tion of the Board, DLJ continued to negotiate with the
parties until an acceptabl e proposal was obtai ned by the
Board after which Alliance submtted to the court a notion
to sell Red Ant. DLJ continued discussions with inter-
ested parties leading up to the hearing schedul ed to ap-
prove the sale. DLJ also assisted in negotiating certain
provi sions of the purchase agreenent. These negotiations
resulted in a significant inprovenent in the final pro-
posal fromthe original bid.

Al | onance of Conpensation

13. Several DLJ professionals devoted substan-
tial tine and energy to this case. During the course of
DLJ's engagenent, J. Halisey Kennedy, a Senior Vice Presi-
dent and the project nmanager for the engagenent, spent
155. 30 hours working on the engagenent, representing over

half of his tine for the relevant period. M. Kennedy's
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significant devotion of time to the Debtors' case often
prevented hi mfrom pursuing other assignments.

14. In addition to M. Kennedy, several other
DLJ professionals dedicated significant tinme to the
Debtors' case. Qher DLJ professionals who worked exten-
sively on the case include Scott MLallen, an associate in
DLJ's |l everaged finance group, Mtchell E. Howell, an
analyst in DLJ's restructuring group, and Danielle DeMi o,
a summer associ ate. The bi ographies of the DLJ profes-
sional s who provided services to the Debtors are annexed
hereto as Exhibit F. These professionals devoted a total
of 278.80 hours to this case. See Exhibit D.

15. The services provided by DLJ to the Debtors
played a najor role in the Debtors' successful sale of Red
Ant for favorable terms, including (i) a $1, 050,000 pur-
chase price, (ii) the buyer's commtnent to fund Red Ant's
future operations up to $11.375 million, and (iii) reten-
tion of a 10%equity interest in Red Ant. In fact, as a
result of DLJ's services the successful purchaser of Red
Ant paid approximately $1 million nore than the original
bid. The sale proceeds will no doubt assist the Debtors
in meeting their business and financial goals, and maxi -

m ze recovery for all of the Debtors' constituencies.
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16. In addition, DLJ's financial analysis,
ri gorous financial nodeling and negotiation skills con-
tributed significantly to the price obtained for Red Ant.

17. Because of the benefits realized by the
Debtors, the nature of this case, the qualifications of
the DLJ professionals who rendered services to the Debt-
ors, the amount of work done, the tinme consuned, the skil
requi red, and the contingent nature of the conpensation,
DLJ requests that it be granted a final allowance of
$375,217.09, representing $350,000 in fees and $25, 217. 09
in reimbursenent of expenses, inclusive of $17,409.67 in
| egal fees and expenses.

18. The retainer arrangenents entered into by
DLJ and ot her national investnent banking firns are dif-
ferent fromthe retainer arrangenents of other types of
prof essi onal advisory firns. Unlike |egal and accounting
firms, which are set up for billing on an hourly basis,
DLJ does not have the nmechanisns in place to bill on an
hourly basis or to charge a client based on specific ac-
tivities performed. While DLJ has maintained time records
for the services provided by it in this case, it does not
bill on an hourly basis, and does not naintain a fee

schedul e for its various enpl oyees.
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19. In the nornmal course of DLJ's business, and
as is customary for all national investnent banking firns,
DLJ advises its clients on transactions simlar to the
sale of Red Ant and is typically conpensated on a flat fee
basi s. The flat fee contained in the Letter Agreenent is
normal and customary for transactions of this type.

Legal Fees and Expenses

20. Skadden, Arps, Slate, Meagher & Flom LLP
(" Skadden") served as DLJ's |egal counsel in respect of
its retention by the Debtors pursuant to the Letter Agree-
ment. In the normal course of DLJ's representation,
Skadden has provided DLJ with | egal services aggregating
$16, 594 and expenses of $815.67. Detailed time records
mai nt ai ned by Skadden for this representati on are annexed
hereto as Exhibit G A detailed sunmary of the disburse-
ments actually and necessarily incurred by Skadden is
annexed hereto as Exhibit H.

21. The Letter Agreenent specifically provides
that the Debtors will reinburse DLJ for its reasonable
| egal fees and disbursenents. See Letter Agreenment at 1.

22. DLJ submts that given the size, conplexi-
ty, and highly successful nature of the sale, the allow
ance requested is reasonabl e conpensation for the exten-

sive services provided to the Debtors in this case.
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23. DLJ certifies that, to the best of its
know edge, no conpensation is sought in this Application
for any services that were al so perfornmed by other profes-
sionals retained by the Debtors in this case.

24. Finally, | hereby certify on behalf of DLJ
t hat no agreenent or understanding exists between DLJ and
any ot her persons for the sharing of conpensation received
or to be received for professional services rendered in or
in connection with this case, except as permtted by sec-
tion 504(b) (1) of the Bankruptcy Code.

VWHEREFCORE, DLJ respectfully requests that the
Court grant it (a) a final allowance of (i) $350,000, for
prof essi onal services rendered, and (ii) $25,217.09 in
rei mbursenent of disbursenents, and (b) such other and
further relief as is just.

Dat ed: New York, New York
Cct ober  , 1997

DONALDSON, LUFKI N & JENRETTE
SECURI TI ES CORPORATI ON
| nvest mrent Banker to the Debtors

By: /s J Halisey Kennedy
J. Halisey Kennedy
Seni or Vice President
277 Park Avenue
New York, New York 10172
(212) 892-3000
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Hearing Date: Cctober 29, 1997
at 10: 00 a. m

UNI TED STATES BANKRUPTCY COURT
SQUTHERN DI STRI CT OF NEW YORK

- - - - - - - - - - - - - - - - X
Inre : Chapter 11
ALLI ANCE ENTERTAI NVENT CORP. , : Case No. 97 B 44673 (BRL)
et al., : Jointly Adm nistered
Debt ors. :
X

CERTI! FI CATI ON

J. Halisey Kennedy, a Senior Vice President of
Donal dson, Lufkin & Jenrette Securities Corporation ("DLJ"),
certifies that:

1. | ama Senior vice-President at DLJ, which main-
tains offices at 277 Park Avenue, New York, New York 10172.

2. DLJ was retained as investnent banker for the
debt or s-i n- possessi on, pursuant to an order of the court dated
August 4, 1997. The retention order, as well as the nature and
scope of DLJ's services, are fully described in the acconpanyi ng
application of DLJ, dated Cctober 1, 1997, seeking all owance of
final conpensation and rei mbursenment of expenses (the "Applica-
tion)." This certification is made in support of the Application
and in conpliance with the Adm nistrative Order of this court,

dated June 20, 1991, as amended April 19, 1995, setting forth
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gui delines for fees and di sbursenents for professionals in the
Sout hern District of New York bankruptcy cases (the "Cuide-
l'ines").

3. | have read the Application, and certify to the

best of nmy know edge, information and belief as foll ows:

A The expenses requested by DLJ in the Application
are reasonabl e and were necessary and incidental to the ser-
vices performed for the Debtors.

B. To the best of ny know edge, information and
belief formed after reasonable inquiry, the Application is
in substantial conpliance with the mandatory guidelines set
forth in the CGuidelines.

C. To the best of ny know edge, information and
belief formed after reasonable inquiry, the fees and dis-
bursenents sought fall within the Cuidelines except as
specifically noted herein.

D. The fees and di shursenents sought in the Applica-
tion are billed at rates and in accordance with practices
customarily enployed by DLJ and generally accepted by DLJ's
clients. DLJ's professionals' tine is recorded and billed
in increments of ten m nutes.

E. DLJ's personnel nake every effort to conply with
paragraph B.3 of the Quidelines requiring that if a profes-

si onal expends nore than one hour on a particular activity,
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the time record for that day must include, internally in the
description of services for that day, the anount of tinme
spent on each such activity. Each DLJ enpl oyee who rendered
services to the Debtors during the course of this engagenent
was informed of the requirements of the Cuidelines and was
instructed on the correct procedures regarding preparation
of time records.

F. On the date hereof, DLJ submitted the Application
to the Debtors, and the Ofice of the United States Trustee.
G Because of the nature of the fee arrangenent
contained in the Letter Agreement, DLJ did not submt to the
Debtors, the Conmittee and the Ofice of the United States

Trustee a nonthly statenment of fees and expenses.

H. The information regarding professionals, their
respective billing rates, aggregate hours, a description of
services, breakdown of disbursenments and expl anati on of
billing practices that woul d have been included in a nonthly
statement is included in the Application.

| . DLJ does not nake a profit on those expenses for
which it seeks reinbursement in the Application.

J. In charging for a particular service, DLJ does not
include in the anount for which rei nbursenent is sought the
anortization of the cost of any investnent, equipnment or

capital outlay.
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K. I n seeking reinbursenent for a service for which
DLJ justifiably purchased or contracted froma third party,
DLJ requests reinbursement only for the amount billed to DLJ
by the third-party vendor and paid or to be paid by DLJ to

such vendor.

Dat ed: New York, New York
Cctober 1 , 1997

/s J Halisey Kennedy
J. Halisey Kennedy
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Hearing Date: Cctober 29, 1997
at 10: 00 a. m

UNI TED STATES BANKRUPTCY COURT
SQUTHERN DI STRI CT OF NEW YORK

e e e e e e e e oo oo ix
Inre é Chapter 11
ALLI ANCE ENTERTAI NVENT CORP. , : Case No. 97 B 44673 (BRL)
et al., : Jointly Adm nistered
Debt ors.
e e e e e e e e oo oo ix

AFFI DAVIT UNDER FED. R BANKR P. 2016
STATE OF NEW YORK )
COUNTY OF NEW YORK )

SS. .

J. Halisey Kennedy, being duly sworn, deposes and says:

1. | ama Senior Vice-President at Donal dson, Lufkin
& Jenrette Securities Corporation ("DLJ"), which maintains offic-
es at 277 Park Avenue, New York, New York 10172.

2. DLJ has acted and rendered professional services
in this case as investnent banker for the debtors-in-possession
in connection with the sale of Red Ant. | submt this affidavit
in support of DLJ's application (the "Application") seeking final

al | owance of conpensation and rei nbursement of expenses under 11
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U S. C 88 328 and 330 for all fees and expenses due to DLJ under
the Letter Agreenent and the Retention Order.?

3. No agreenent or understandi ng exists between DLJ
and any ot her persons for the sharing of conpensation received or
to be received for professional services rendered in or in con-
nection with DLJ's engagenent, nor will any be nade except as
perm tted under section 504(b)(1) of the Bankruptcy Code.

4. On the Petition Date, the Debtors were not indebt-
ed to DLJ.

5. To date, DLJ has received no paynents in connec-
tion with the services rendered to the Debtors since the Petition
Dat e.

6. No agreement or understanding prohibited by 18
U S.C § 155 has been or will be made by DLJ.

7. To the best of ny know edge, information and
belief and except as previously disclosed in affidavits filed by

DLJ, subsequent to the retention of the firmby the Debtors, no

! Al'l capitalized terns not otherw se defined herein
shal | have the neanings ascribed to themin the
Appl i cati on.
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enpl oyee of DLJ has acquired or transferred, for his or her own
account, any beneficial interest in or clains against the Debt-

ors.

J. Halisey Kennedy

Sworn to and subscri bed
before ne this th
day of Cctober 1997

Not ary Public
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