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

Inre Chapter 11

Case No. 97 B 44673 (BRL)

ALLI ANCE ENTERTAI NMENT
CORP., et al., (Jointly Admi ni stered)

Debt or s.

N N N N N N N N N

APPLI CATI ON OF W LLKIE FARR & GALLAGHER, AS
ATTORNEYS FOR CONCORD RECCRDS, | NC. AS DEBTOR AND
DEBTOR I N POSSESSI ON, FOR FI NAL ALLOWANCE OF
COMPENSATI ON FOR SERVI CES RENDERED TO AND
REI MBURSEMVENT OF EXPENSES | NCURRED ON BEHALF OF
CONCORD RECORDS, | NC. FROM AUGUST 20, 1998
THROUGH AUGUST 18, 1999, | NCLUSI VE

TO  THE HONORABLE BURTON R LI FLAND
UNI TED STATES BANKRUPTCY JUDGE
WIllkie Farr & Gallagher ("W&G'), attorneys for
Concord Records, Inc. ("Concord"), one of the above-captioned
debtors and reorgani zed debtors, as and for its application (the
"Application") for final allowance in Concord's chapter 11 case
of conpensation for professional services rendered and

rei nbursenent of expenses incurred from August 20, 1998 through



August 18, 1999, inclusive (the "Application Period"),"*

respectfully represents:

| NTRODUCTI ON

1. Pursuant to the Third Anended Joi nt Pl an of

Reor gani zation for Alliance Entertainment, Inc. and certain

direct and indirect subsidiaries thereof (the "Alliance Plan"),

the capital stock of Concord was distributed to certain senior

creditors of Alliance; however, Concord was not reorganized

pursuant to the Alliance Plan. Accordingly, as of August 20,

1998,

the effective date of the Alliance Plan, Concord conti nued

to operate as a debtor in possession, independent of Alliance

(the

"Post-Alliance Period").

2. As part of the operational restructuring of the

coll ective Debtors, the Debtors determned that to nmaxim ze the

val ue of Concord's estate, a sale, either through a stock sale or

asset sale, of Concord to a third party was necessary. At the

time

of consummation of the Alliance Plan, however, a sal e of

Concord had not yet been finalized despite several rounds of

Concord's chapter 11 case was comenced on July 14, 1997 and
procedurally consolidated with the cases of Alliance
Entertainment, Inc. ("Alliance") and certain of its direct
and indirect subsidiaries (collectively, the "Debtors”). On
August 20, 1999, the Debtors, other than Concord,
consunmmat ed their Third Anended Joint Pl an of

Reor gani zati on. By order, dated Novenber 2, 1998, this
Court approved, on a final basis, all fees rendered and
expenses incurred by professionals to and on behalf of al

of the Debtors, including Concord, for the period comrenci ng
July 14, 1997 and endi ng August 19, 1998. Accordingly, this
Application is solely with respect to the period comrenci ng
August 20, 1998 and endi ng August 18, 1999.



i ntense negotiations with various prospective purchasers.
Nevert hel ess, conventional wi sdomdictated that, due to, anong
other things, the nature of Concord's business as a hol der of
intellectual property, a sale wthin the bankruptcy process
remai ned the best avail abl e mechani sm for maxi m zing the val ue of
Concord's estate. Accordingly, the various parties in interest
determ ned to exclude Concord fromthe Alliance Plan.

3. During the Post-Alliance Period, Concord has
expended great efforts to preserve and maxi m ze the value of its
estate for the comon benefit of creditors and enpl oyees ali ke,
pending the ultimte sale of its business to a third party.
Among ot her things, Concord, with the assistance of WF&G was
conpelled to seek its own source of debtor in possession
financi ng whi ch was subsequently refinanced again with the
assi stance of WF&G t hrough an amendnent to the facility, maintain
enpl oyee loyalty and norale, assist with negotiations held with
nmore than one party regarding the sale of Concord' s senior
creditors' interests in the estate, and ultimately, fornulate,
confirmand consummate a viable plan of reorganization.

4. Concord initially formul ated in Septenber 1998 a
pl an of reorganization that was based upon a funding of the plan
through a sale of the senior creditors' interests to a third
party and provided for a one-hundred percent distribution in
installnments to trade creditors. During the end of 1998 and

t hrough the winter and spring of 1999, Concord participated in



numer ous negoti ations of the sale of the senior creditors
interests designed to formthe basis for a plan of
reorgani zati on.

5. By order, dated July 23, 1999 (the "Confirmation
Order"), this Court confirmed the Second Arended Pl an of
Reor gani zati on for Concord Records, Inc. (the "Plan"). The Plan
was consummat ed on August 18, 1999.

6. Consi dering the conplexity of issues involved in
t hese cases, the costs of adm nistering these cases conpare nost
favorably to the results achieved, in |arge part because the
princi pal constituencies involved were essentially able to work
t oget her harnoniously in a cooperative environnent free from
time-consum ng, costly and vexatious litigation. As denonstrated
bel ow, WF&G s perseverance, professional judgnent, |egal acunen
and dedication are partially responsible for this success story.

7. In conjunction with the Concord' s managenent, W&G
has performed each of the tasks described herein within every
deadl i ne i nposed by this Court or requested by Concord's
constituencies. W&G s requested final allowance of conpensation
for services rendered and rei nbursenent for expenses incurred for
the Application Period reflects the time, skill and effort
expended toward the goals of efficiently adm nistering Concord's
chapter 11 case and ensuring that maxi num val ue for the Concord's

assets was received.



BACKGROUND

8. On July 14, 1997 (the "Petition Date"), Concord
filed a voluntary petition for relief under chapter 11 of title
11 of the United States Code (the "Bankruptcy Code"). Concord
has continued in possession of its property and in the nanagenent
and operation of its business as a debtor in possession pursuant
to sections 1107 and 1108 of the Bankruptcy Code. This chapter
11 case was and is consolidated with the chapter 11 cases of
Al liance Entertainnment, et al. ("Alliance"), for procedural
purposes only and is being jointly adm ni stered pursuant to an
order of this Court.

9. On July 23, 1997, the United States Trustee for
the Southern District of New York (the "United States Trustee")
appoi nted an official commttee of unsecured creditors (the
"Creditors' Commttee"”) in the jointly adm nistered cases. The
Creditors' Commttee is no |onger active in Concord' s chapter 11
case. No trustee or exam ner has been appointed in these cases.

10. The Chase Manhattan Bank ("Chase"), as Agent Bank
for the Debtors' prepetition secured bank | enders (the
"Prepetition Lenders"), has assuned an active role in this case.

11. Concord is one of the nost respected recording
| abels in the jazz community. Concord's catal og of over seven
hundred recordings includes rel eases by such well-known artists

as Mel Tornme, Rosemary C ooney, Stan CGetz and Maynard Ferguson.



12. This Court has jurisdiction over this Application
pursuant to 28 U.S.C. 88 157 and 1334, the "Standing O der of
Referral of Cases to Bankruptcy Judges," dated July 10, 1984, of
District Court Judge Robert T. Ward, Article XilIl of the Plan and
par agraph 20 of the Confirmation Order. Venue of these cases and
this Application is proper in this district pursuant to 28 U S. C
88 1408 and 1409.

PRI OR AWARDS

13. As stated, by order, dated Novenber 2, 1998, this
Court approved on a final basis, all fees rendered and expenses
incurred by professional to and on behalf of all of the Debtors,
i ncl udi ng Concord, for the period commencing July 14, 1997 and
endi ng August 19, 1998 (the "Alliance Fee Order"). Prior hereto,
WF&G has not submtted an application for interimallowances of
conpensati on rendered and rei nbursenents of expenses incurred
during the Post-Alliance Period. Accordingly, to date, W&G
remai ns unconpensated during the Post-Alliance Period.?

THE APPLI CATI ON

14. By this Application, and pursuant to section 330
of the Bankruptcy Code and Rule 2016 of the Federal Rul es of
Bankruptcy Procedure (the "Bankruptcy Rules"), W&G requests that

this Court authorize a final allowance of: (a) conpensation for

WF&G determ ned not to seek interimconpensation during the
Post-Alliance Period in the interest of judicial econony and
to assist Concord with m nimzing reorgani zati on costs and
addressing certain liquidity restraints.



prof essi onal services WF&G rendered for the Debtors during the
Application Period in the amount of $149,711.00; and (b) the
rei mbursenment of actual and necessary expenses WF&G i ncurred in
connection with the rendition of such professional services in
t he amount of $27,891.34 (together, the "Final Allowance").

15. The Final Allowance reflects, and does not
i nclude, an aggregate voluntary reduction of $2,735.90 in fees
for services rendered and rei nbursenent of expenses incurred by
WF&G  This voluntary reduction is primarily conprised of: (a)
time rendered by certain WF&G staff who did not ordinarily work
on the Concord' s case and perfornmed m ni mal services for Concord,
(b) time voluntarily witten off by WF&G during the Application
Peri od because the work perforned primarily was adm nistrative in
nature; and (c) word processing tinme not included in WF&G s
over head whi ch WF&G nevert hel ess determ ned not to charge to
Concord's estate.

16. The professional services and rel ated expenses for
whi ch WF&G requests a final allowance of conpensation and
rei mbursenment of expenses were rendered and incurred in
connection with this case and in discharge of WF&G s prof essi ona
responsibilities as attorneys for Concord in its chapter 11 case.
WF&G s services were substantial, necessary, and beneficial to
Concord and its estate, creditors, and other parties in interest.
Despite the variety and conplexity of the issues involved in this

case and the need to act or respond on an expedited basis to



t hose issues, which sonetines required night and/ or weekend work,
WF&G attorneys have worked diligently, as this Application
dermonstrates, to keep all fees and di sbursements to a mini mum?

17. Throughout the Application Period, W&G
contributed to the efficient admnistration of these cases. W&G
worked tirelessly to seek to resolve all disputes consensually
wi thout the need for judicial intervention. |In addition, W&G
actively sought to maintain an efficient working relationship
wi th Court personnel and the Clerk's office, and a positive
working relationship with the various professionals acting in
this case.

18. WF&G has received no paynent or prom se of paynent
for the services rendered in, or in anticipation of, this case
other than in connection with those fees and di sbursenents
approved and paid pursuant to the Alliance Fee Order. No
agreenent or understandi ng exi sts between WF&G and any ot her
entity for the sharing of conpensation to be received for
services in or in connection with these cases. See Affidavit of
Mat t hew A. Fel dman, Esq., pursuant to section 504 of the
Bankrupt cy Code and Bankruptcy Rul e 2016, annexed hereto as

Exhibit "A"

As an exanple of m nim zing out-of-pocket costs to Concord,
WF&G arranged for the copying of the Plan and Di scl osure
Statenent to be billed through WF&G, which resulted in a
several thousand dollar reduction in costs. As wth al

ot her disbursenents incurred during the Application Period,
WF&G has not yet been reinbursed for such costs.



19. WF&G nmaintains witten records of the tine
expended by attorneys and paraprofessionals in rendering
prof essional services to the Debtors. Such time records are nade
cont enporaneously with the rendition of services by the person
rendering such services. Copies of the daily time records for
the Application Period, listing the name of the attorney or
par apr of essional, the date on which the services were perforned,
and the amount of time spent in performng the services, is
annexed hereto as Exhibit "B."*

20. For the convenience of the Court and parties-in-
interest, annexed hereto as Exhibit "C'" is a list of the
attorneys and par aprof essi onals who have worked on those matters
during the Application Period, the aggregate tine expended by
each individual during the Application Period, his or her bl ended

hourly billing rate during the Application Period, and the anount

of WFRG s fees attributable to each indivi dual

As of the effective date of the Alliance Plan, to

di stingui sh services rendered to Concord fromthose rendered
to reorgani zed Alliance, WF&G maintained all entries of tinme
for services rendered to Concord under a segregated nmatter
nunber. Accordingly, all time reported herein is reported
in a single mtter designation. As the services rendered to
Concord during the Application Period have been generally
performed in discreet time periods, W&G submts that the
various tasks performed by W&G professional are easily

di scernible. Nevertheless, to the extent necessary, W&G
requests a waiver of the requirenent that all tinme recorded
be reported under separate matter designations, as set forth
in the Admnistrative Order Re: Cuidelines for Fees and

D sbursements for Professionals in Southern District of New
Yor k Bankruptcy Cases, dated June 20, 1991 (the

"Adm nistrative Oder").



21. WR&G al so maintains records of all actual and
necessary out-of - pocket expenses incurred in connection with the
rendi tion of professional services. A schedule setting forth the
categories of expenses and anounts for which reinbursenent is
requested for the Application Period is annexed hereto as Exhibit
np,

22. Al expenses billed in connection wth these
cases were billed in conpliance with the Local Rul es of
this Court, as nodified by this Court's Order Establishing
Adm ni strative Procedures in the Debtors' Chapter 11 Cases,
dated August 13, 1997 (the "August 13, 1997 Order"), and as set
forth in the Certified Statenent of Matthew A Fel dman, Esq.
annexed hereto as Exhibit "E "

SUMVARY OF SERVI CES RENDERED

23. Recitation of each and every item of professional
services that W&G perfornmed during the Application Period woul d
unduly burden the Court. Hence, the follow ng sumrary highlights
the major areas in which services were rendered during the
Application Period. The full breadth of WF&G s services are

reflected in WF&G s tine records as annexed hereto.

Case Administration. W&G contributed significantly to
the efficient admnistration of this case. W&G al so
worked tirelessly to seek to resolve all disputes
consensually w thout the need for judicial

intervention. In addition, W&G actively sought to
establish an efficient working relationship with Court
personnel and the Clerk's office, and to develop a
positive working relationship with the Prepetition
Lenders, the DI P Lenders, prospective purchasers of the




busi ness and their respective professionals, leading to
t he expeditious and consensual resolution of many

i ssues that have arisen in this case. W&G al so
assisted in responding to the inquiries of various
parties in interest regarding particular problens and

i ssues which are confronting them W&G al so assi sted
Concord with the filing all required nonthly operating
reports.

DI P Financing. Pursuant to the Alliance Plan, the D P
Financing Facility fromwhich the Debtors, including
Concord, funded working capital needs was satisfied and
thereafter termnated. Wth the assistance of WF&G
Concord diligently sought alternative sources of
financing and ultimately received a $2 nillion, asset
based financing conm tnent from Chase (the "Concord DI P
Facility"). On Novenber 4, 1998, this Court approved
the Concord DIP Facility on a final basis. In
conjunction with the preparation of the sale of
Concord's business, by order, dated June 2, 1999, the
DI P Financing Facility was anmended to provide

$1 mllion of available borrow ngs to Concord without
consideration to borrow ng base restriction or

requi renents. In addition, Chase was replaced as agent
and |l ender by Act 11l Communications, Inc. W&G was
instrunmental in all stages of negotiation,
docunent ati on and approval of the DIP Facility.

Plan and Di sclosure Statenent. |In consultation with
its senior secured creditors, Concord, with the

assi stance of WF&G fornul ated a plan of reorganization
whi ch was based upon the sale of such secured
creditors' interests in the estate (and thus Concord's
business) to a third party. The Plan contenpl ated that
athird party acquiring the capital stock of Concord
woul d sufficiently capitalize Concord so as to permt
Concord to fulfill all plan obligations and continue as
a going concern. Concord filed an anended and second
anended plan and disclosure statenent to refl ect

vari ous changes made due to an initial unsuccessful
attenpt by the senior creditors to consummate the sale
of their interests and the resulting renegotiations

wi th a subsequent purchaser. Concord, with the

assi stance of WF&G sought and received necessary
extensions of its exclusive period to solicit
acceptances to its plan of reorgani zation. W&G was
instrunmental in all facets of plan and di scl osure

stat enent devel opnent, drafting, solicitation,
confirmati on and approval, and inplenentation.




Sal e of the Business. W&G on behalf of Concord,
participated i n nunmerous conferences and negoti ati ons
regardi ng the sale of Concord's business. Anong other
t hi ngs, WF&G ensured that the terns of the sale were
consistent with and appropriate under the Plan and the
Bankruptcy Code. W&G assisted Concord with due
diligence conducted by the purchaser and its financiers
and was instrunental in the closing of the sale, which
permtted the consummati on of the Plan.

EVALUATI NG WF&G s SERVI CES

24. WF&G has satisfied the criteria for all owances of
conpensation. "[T]he 'lodestar' nethod of fee cal cul ation

devel oped by the Third Crcuit, see Lindy Bros. Builders Inc. v.

Anerican Radiator & Standard Sanitary Corp., 487 F.2d 161, 167

(3d Cr. 1973), is the nethod to be used to determ ne a
‘reasonabl e’ attorney fee in all the federal courts, including

t he bankruptcy courts.” In re Cena's Fine Furniture, Inc., 109

B.R 575, 581 (E.D.N. Y. 1990). Accord In re Drexel Burnham

Lanbert Goup, Inc., 133 B.R 13, 22 (Bankr. S.D.N. Y. 1991) ("In

determ ning the reasonabl eness of the requested conpensation
under 8§ 330, Bankruptcy Courts now utilize the |odestar
met hod. ").

25. "The | odestar amount is cal culated by nmultiplying
t he nunber of hours reasonably expended by the hourly rate, with
the 'strong presunption' that the | odestar product is reasonable

under 8§ 330." Drexel, 133 B.R at 22 (citations omtted).

WF&G s hourly rates and fees charged are consonant with the
mar ket rate for conparable services. As set forth in the

Affidavit of Matthew A. Fel dman, Esq., annexed hereto as Exhibit



"A," the hourly rates and fees charged are the sane as those
generally charged to, and paid by, WF&G s ot her clients.

26. The nunber of hours expended by WF&G were act ual
and necessary. "[T]he appropriate perspective for determ ning
the necessity of the activity should be prospective: hours for
an activity or project should be disallowed only where a Court is
convinced it is readily apparent that no reasonabl e attorney
shoul d have undertaken the activity or project or where the tine
devoted was excessive." Drexel, 133 B.R at 23 (enphasis added).

27. Mbreover, in passing upon the reasonabl eness of
hours expended, courts should be m ndful of the "practical
judgnments, often with severe tine constraints, [professionals
make] on matters of staffing, assignnments, coverage of hearing
and neetings, and a wide variety of simlar matters." |d.

These judgnments are presuned to be made in good faith. Id.

WFE&G S REQUEST FOR FI NAL COVPENSATI ON

28. Concerning the |l evel of conpensation, section 330
of the Bankruptcy Code provides, in pertinent part, that the
court may award to a professional person, including the debtor's
attorney:

(1) reasonabl e conpensation for actual,
necessary services rendered by such . :

pr of essi onal person, or attorney . . . based
on the nature, the extent, and the val ue of
such services, the tinme spent on such
services, and the cost of conparabl e services
other than in a case under this title .



11 U.S.C. §8 330. The Congressional intent and policy expressed
in section 330 of the Bankruptcy Code is to provide for adequate
conpensation to continue to attract qualified and conpetent
practitioners to bankruptcy cases.

29. WF&G submts that its request for final allowance
of conpensation is reasonable. The services rendered by WF&G as
hi ghl i ght ed above, required substantial time and effort, nuch of
whi ch occurred under extrene pressure and during nights and
weekends. The demand for WF&G s services has been particularly
acute because Concord does not enploy an in-house |egal staff.

30. The services rendered by WF&G during the
Application Period were perfornmed diligently and efficiently.

I n nunmerous instances, WF&G was able to successfully resol ve

di sputes without the need to resort to Court intervention. Wen
necessary, WF&G actively represented the Debtors' interests
before the Court and substantially furthered the Debtors
reorgani zation efforts.

31. In sum WR&G s request for final conpensation
reflects the time, skill and effort expended toward the goal s of
maxi m zi ng the val ue of Concord's assets and confirm ng the
consensual Plan for the benefit of all creditors. The
prof essi onal services rendered and rel ated expenses incurred and
expended have been necessary and beneficial to Concord and its
estate and creditors.

AMOUNT REQUESTED AS FI NAL ALLOAMNCE




32. WF&G s attorneys and paraprof essional s expended an
aggregate of approximtely 691 hours on Concord' s case during the
Application Period. During the Application Period, W&G s
standard hourly billing rates ranged from $210 to $505 per hour
for attorneys, and from approxi mately $90 to $125 per hour for
| egal assistants and ot her paraprofessionals. W&G has made
every effort to have services for Concord perfornmed by qualified
prof essional s charging the | owest hourly rates.

33. At this time, W&G requests that the Court award
WF&G final conpensation of $149,711.00 for professional services
rendered during the Application Period.

DI SBURSEMENTS

34. WF&G incurred actual and necessary out - of - pocket
expenses during the Application Period, in connection with the
rendi tion of the professional services described above, in the
anounts sunmari zed in paragraph fourteen of this Application.
WF&G has di sbursed the suns set forth in Exhibit "D' as expenses
incurred in the rendition of professional services during the
Application Period. Such expenses were actual and necessary out-
of - pocket expenses and do not include a charge for profit.
Accordi ngly, WF&G hereby requests that the Court award W&G fi nal
al | ownance of $27,891.34 for reinbursenent of expenses.

35. The disbursenents for which W&G seeks

rei nmbursenent include the foll ow ng:



Duplicating - charged at $0. 15 per page.

The charge per page includes a charge for maintaining the
duplicating facilities;

Tel ecomruni cations - |long distance calls are

billed at actual cost. Qutgoing facsimle transmttals are
billed at $0.75 per page, while there is no charge for incom ng

facsiml es;

Wor ki ng Meal Expense - WF&G s practice is to

al l ow any professional working later than 8:00 p.m to charge a
meal to the appropriate client. The neal charge is |imted to

$20 per professional; and

Local Car Service - WF&G s practice is to

all ow attorneys, |egal assistants and secretaries to charge car
service to the appropriate client after 8:00 p. m

36. Additional information concerning WF&G s bil |l i ng
of expenses is set forth in the certified statenent annexed
hereto as Exhibit "E," as required by the Adm nistrative Oder,
and the information required by section 504 of the Bankruptcy
Code and Bankruptcy Rule 2016 is contained in the affidavit of
Matt hew A. Fel dnan, Esq., annexed hereto as Exhibit "A"

PROCEDURE

37. WF&G will provide notice of this Application in
the manner and to those parties identified in the Confirmation
Order. W&G submts that no other or further notice of this

Application is necessary or required.



CONCLUSI ON

VWHEREFORE, WF&G respectfully requests that this Court
enter an order awardi ng WF&G

(a) a final allowance of conpensation for professional
services rendered as attorneys for the Debtors during the
Application Period in the aggregate anmount of $149, 711. 00;

(b) a final allowance of reinbursenent of actual,
necessary expenses incurred in connection with the rendition of
such services, in the aggregate anount of $27,891.34; and

(c) such other and further relief as may be just and
pr oper .

Dat ed: New Yor k, New Yor k
Cct ober 14, 1999

W LLKI E FARR & GALLAGHER
Attorneys for Concord Records,
I nc.

By: /s/ Matthew A. Fel dman

Mat t hew A Fel dman ( M- 8961)
(A Menber of the Firm

787 Sevent h Avenue
New Yor k, New York 10019
(212) 728-8000



