UNI TED STATES BANKRUPTCY COURT HEARI NG DATE: Nov. 26, 2002

SOUTHERN DI STRI CT OF NEW YORK HEARI NG TI ME: 10: 00 a. m
______________________________ X

Inre ; Chapter 11

GUILFORD MLLS, INC., et al., : Case No. 02-40667 (BRL)

(Jointly Adm ni stered)
Debt or s.

FI RST AND FI NAL APPLI CATI ON OF THELEN REID & PRI EST LLP
FOR ALLOMNCE OF FEES AND REI MBURSEMENT OF EXPENSES AS
COUNSEL FOR THE OFFI CI AL COMW TTEE OF UNSECURED CREDI TORS FOR
THE PERI OD MARCH 26, 2002 THROUGH SEPTEMBER 30, 2002

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

Thelen Reid & Priest LLP (“TR&P"), as attorneys for
the Oficial Commttee of Unsecured Creditors (the “Conmttee”)
of debtors Guilford MIIls, Inc, et al. (collectively, the
“Debtors”), hereby applies to the Court pursuant to 11 U.S.C. 88
328(a) and 330 and Bankruptcy Rule 2016(a), for final allowance
of conpensation for professional services rendered and
rei mbur senent of necessary expenses incurred by TR&P during the
period from March 26, 2002 through and incl udi ng Septenber 30,
2002 (the “Application”). In support of the Application, TR&P
respectfully represents as foll ows:

1. TR&P submits this Application for all owance and
paynent of professional and paraprofessional conpensation in the

total amount of $201, 518.50 and rei nbursenent of expenses in the
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total anmount of $9, 065.20 for the period from March 26, 2002

t hrough and i ncl udi ng Sept enber 30, 2002 (the “Application
Period”). In support of this Application, and as descri bed

bel ow, TR&P submits chronol ogi cal and detailed records of all of
its time charges and a summary of disbursenent charges (attached

as Exhibit A Exhibit B and Exhibit C) for which TR&P seeks

al l onance and paynent. This Application is TR&' s first and
final application for conpensation and rei nbursenent of
expenses.

BACKGROUND

2. On March 13, 2002 (the “Petition Date”), the
Debtors filed voluntary petitions for reorgani zati on under
Chapter 11 of Title 11 of the United States Code (the
“Bankruptcy Code”). Since the Petition Date, the Debtors have
remai ned as debtors-in-possession pursuant to sections 1107 and
1108 of the Bankruptcy Code.

3. The Debtors are worl dwi de producers and sellers
of wrap knit, circular knit, flat-woven and woven vel our
fabrics. The Debtors also cut and sew | aces and fabrics into
home fashi on products.

4. On March 26, 2002, the United States Trustee
appoi nted the Commttee pursuant to section 1102 of the
Bankruptcy Code. The Committee was conposed of the follow ng

menbers: (i) BASF Corporation; (ii) UNIFI, INC; (iii) CP&L;
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(iv) M Dohmen USA, Inc.; (v) Akra Teijin; (vi) Foanex
International, Inc.; and (vii) Ostrow International Ltd.

5. On March 26, 2002, the Commttee sel ected and
retained TR&P as its counsel. Thereafter, the Court approved
the retention of TR&P as counsel to the Conmttee, effective as
of March 26, 2002.

6. TR&P is a law firmthat maintains its New York
office at 40 West 57th Street, New York, New York 10019, and has
offices in San Franci sco, Los Angeles and San Jose, California,
Washi ngton, D.C. and Mrristown, New Jersey. It has
approxi mately 425 | awers, organized into various departnents
and practice groups, including: comrercial litigation,
corporate, utility and energy, financial services, real estate,
tax, trust and estates, |abor, enployee benefits and bankruptcy.

THE APPLI CATI ON

7. This Application seeks final allowance and
paynent of fees for services rendered by TR&P as counsel to the
Commttee, as well as reinbursenent of actual, necessary
expenses incurred by TR& in that capacity, during the
Application Period. TR&P has not been paid, and has not
recei ved, any retainer, advance or other amount from any source
on account of the representation of the Conmttee in this case

except as authorized by the Court pursuant to the interim
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conpensati on procedures approved by the Courtl. In addition,
TR&P has no agreenent or understanding with any other entity
concerning the fixing, paynent or division of the requested
conpensation and expenses.

8. During the Application Period, attorneys and
ot hers associated with TR&P expended 532. 30 hours in
representing the Conmmttee in this case. The nanes, hourly
billing rates, and total hours and fees charged for each of the
TR&P prof essional s and paraprof essi onals who perforned services
for the Commttee during the Application Period are sunmari zed
on Exhibit A.

9. The Committee elected to retain TR&P with
knowl edge of the fact that the firmwould apply to this Court to
be paid for the services it rendered at its normal hourly rates.
The rates charged by TR&P are consistent with the rates
typically charged by ot her nedium size and | arge New York | aw
firms which maintain significant bankruptcy practices. In
addition, at the tine the Commttee selected TR& as counsel,
the nenbers of the Coommittee did not know what the percentage
recovery to unsecured creditors in this case would |ikely be,

and consequently, were aware that the adm nistrati ve expenses of

! Pursuant to the interimconpensation procedures approved by the Court, TR&P
has been paid fees in the amount of $161,216.00 and expenses in the anmount of
$9, 065. 20, leaving a balance owed for fees of $40,302.50. Expenses have been
paid in full.
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this chapter 11 case % such as the fees of its own counsel %

could dilute the recovery of unsecured creditors.

10. TR&P' s attached detailed time records, contained
in Exhibit C, include: (a) the date of each service rendered;
(b) the total tine devoted by the person to the services on the
date; (c) a detailed description of each service rendered; (d)
t he amount of time spent on the services, broken down in detai
by the specific tasks perfornmed and the tine devoted to the
tasks; and (e) the identity of the person who rendered this
service. The value of TR&P' s tine for services performed during
the reporting period has al so been organi zed and subdi vi ded
anong the separate submatters required by the guidelines
pronmul gated by the Ofice of the United States Trustee.

11. Al services rendered by TR&P personnel for the
Comm ttee during the Application Period were perforned in
connection with the representation of the Conmttee in this
chapter 11 case.

12. TR&P al so seeks rei nbursenent of expenses
incurred in connection with its representation of the Conmttee
during the period covered by this Application. A summary of al
di sbursenents covered by this Application, divided by category
and anmount, is attached as Exhibit C Al disbursenents nade

and expenses incurred by TR&P in connection with its
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representation of the Commttee in this nmatter have been pl aced
into a single billing category.

SERVI CES RENDERED

13. During the Application Period, TR&P perforned a
w de variety of bankruptcy and rel ated services for the
Committee. A brief summary of the significant services
performed by TR&P during the Application Period is provided
below. As nore fully set forth in TR&' s detailed tine records
attached hereto, TR&P reviewed all notions and applications
filed in this case that were served on TR&P during the
Application Period and frequently communi cated with the Debtors,
the Conmittee and other parties in interest regardi ng pending
matters. |In addition, TR&P attended significant hearings or
conferences before the Court to represent the Comrittee’s
interests in this case.

First Day Applications

14. Immediately upon its retention, TR&P reviewed the
nunmerous first day pleadings filed in this case as well as the
orders entered with respect thereto.

15. The Debtors al so obtained an extension of tine to
file their schedules of assets and liabilities and statenents of
financial affairs. The schedul es were subsequently filed and

thereafter reviewed by TR&P
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Fi nanci ng

16. At the outset of its engagenent, TR&P focused on
the Debtors’ notion to obtain post-petition financing. In this
regard, TR&P reviewed the rel evant pleadings and the interim
order that had been entered. Thereafter, TR&P informally raised
i ssues concerning the proposed final financing order which were
adequat el y addressed through revisions to the final order.

17. Prior to TR&P' s engagenent, an order had been
entered authorizing the Debtors to enter into a post-petition
factoring agreenent with The CI T G oup/ Comrercial Services, Inc.
(“aAT"). TR&P reviewed this order along with the rel ated
pl eadi ngs. When a final order regarding CIT was proposed, TR&P
rai sed i ssues on behalf of the Commttee that were addressed in
a revised final order.

18. Gven that the financing orders entered in the
case set a deadline for the Commttee to challenge the pre-
petition liens and security interests of the Debtors’ pre-
petition I enders and CIT, TR&P conducted an investigation on
t hese issues. In connection therewith, TR&P prepared several
|l etter agreenents extending the Commttee’'s tine to bring any
such chal | enges.

Asset Di sposition

19. During the Application Period, the Debtors filed

several applications to approve asset sales. TR&P reviewed and
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comment ed upon drafts of the asset sal e pleadings and rel ated
bi ddi ng procedures. Thereafter, TR&P attended the sal e hearings.

Pl an and D scl osure St atenment

20. During the Application Period, TR&P reviewed the
Debtors’ Plan and Discl osure Statenent, provided coments to the
Debtors with respect thereto, and raised i ssues of concern to
the Commttee. |In connection with the Plan, TR&P (i) researched
issues relating to confirmation of the Plan, (ii) reviewed the
objection filed to the D sclosure Statenent by the “Saunders”
plaintiffs, (iii) attended the hearing to approve the Disclosure
Statenent and the hearing to confirmthe Plan, (iv) attended to
a request for production of documents served on the Conmittee by
t he “Saunders” plaintiffs, (v) reviewed the order approving the
Di scl osure Statenent and setting procedures for voting on the
Plan, and (vi) reviewed the proposed confirmation order and
drafted | anguage to address the Conmittee’ s concerns.

Ret enti on Applications and Fee Statenents

21. During the Application Period, TR&P prepared its
retention application, which necessitated a detailed conflicts
check and analysis. In addition, TR&P attended to the retention
application for the Comrittee’'s retention of Deloitte and Touche
LLP, the Commttee’s financial advisor.

22. In addition, TR&P reviewed retention applications

and, with respect to retention of Rothschild, filed an
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objection. TR&P also reviewed the affidavits filed by ordinary
course professionals.

23. TR&P prepared its nonthly fee statenents and
reviewed the nonthly fee statenents circul ated by the other
professionals in the cases.

Cl ai ns

24. During the Application Period, TR&P reviewed and
coment ed upon the Debtors’ draft application to set a bar date.
Thereafter, TR&P nonitored the clains filed in the cases.

Gt her Matters

25. During the Application Period, TR&P reviewed
(and conment ed upon where appropriate) numerous other pleadi ngs
filed in this case.

26. As noted, throughout the Application Period, TR&P
frequently comuni cated with the nmenbers of the Cormittee and
ot her parties in interest through conference calls and e-mails.
In addition, early in the case, TR&P, along with the Conmttee
menbers, nmet with the Debtors and their professionals regarding
the status and progress of the case. TR&P also fielded calls
fromother parties in interest regarding various issues in the

case.

PROPRI ETY OF COVPENSATI ON SOUGHT

27. The Bankruptcy Court is authorized, pursuant to

Section 330 of the Bankruptcy Code, to award fees for services
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rendered and expenses incurred by attorneys and ot her

pr of essi onal persons representing debtors or officia

commttees. These awards to professionals nay be nade on an

interimbasis pursuant to Section 331 of the Bankruptcy Code.
28. The Bankruptcy Court has broad discretion in

deci di ng whether to allow conpensation and in deternmining the

anount of the conpensation. Matter of Nine Assocs., Inc., 76

B.R 943, 944 (Bankr. S.D.N. Y. 1987). Any award of interim
conpensati on shoul d be based upon the circunstances of the

particular case. In re Nan Daly’s Pub, Ltd., 67 B.R 782

(Bankr. E.D.N. Y. 1986).

29. Section 330(a)(3) of the Bankruptcy Code
enunerates factors to consider in reviewing the propriety of
requests for fees. 11 U S.C. § 330(a)(3). The factors are: (a)
the time spent; (b) the rates charged; (c) whether the services
were necessary to the administration of, or beneficial toward
the conpletion of, the case; (d) whether the services were
performed within a reasonable anount of tinme comrensurate with
the conplexity, inportance and nature of the issue or task
presented; and (e) whether conpensation is reasonabl e based on
customary fees charged by conparably skilled practitioners in
cases ot her than bankruptcy cases.

30. Courts within this Crcuit have enpl oyed the

“l odest ar approach” for cal cul ating judicial awards of
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attorneys’ fees, which was articulated by the United States

Court of Appeals for the Second Circuit in New York State Ass’'n

for Retarded Children, Inc. v. Carey, 711 F.2d 1136 (2d Cr

1983). The | odestar nethod of determ ning reasonabl e attorneys’
fees involves multiplying the hours spent on a case, based on
attorney time records, by a reasonable hourly rate of
conpensation for each attorney based on prevailing nmarket rates
for private law firnms perform ng services for non-governnenta

clients. 1Inre MlLean Industries, Inc., 88 B.R 36 (Bankr.

S.D.N. Y. 1988). Once calculated, this |odestar figure nay be
adj usted upward or downward to take into account the facts of

the particular case. Inre Baldwin United Corp., 79 B.R 321

(Bankr. S.D. Ohio 1987). Factors regarding the difficulty,
conplexity and contingent nature of the case may thereafter be
enpl oyed to arrive at a reasonable and just conpensation in

excess of the | odestar. Matter of Stable Mews Assocs., 49 B. R

395 (Bankr. S.D.N. Y. 1985); In re Chriss, 38 B.R 655 (Bankr.

S DNY. 1984); Inre Mnton Goup, Inc., 33 B.R 38 (Bankr.

S.D.N. Y. 1983).

31. The services rendered by TR& to the Conmttee
during the Application Period, as described in the Application
and in TR&' s contenporaneously kept tinme records which are
attached as Exhibit B (and sumrarized in Exhibit A), neet or

exceed the standards set forth in section 330 of the Bankruptcy
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Code and applied by bankruptcy courts in this Crcuit for
determ ning the propriety of professional fees sought fromthe
estates. Moreover, the Court may appropriately use TR& s
customary rates as the basis for the determ nation of the

| odestar amount. In re Drexel Burnham Lanbert G oup, Inc., 133

B.R 13, 21-22 (Bankr. S.D.N'Y 1991).

NECESSARY EXPENSES | NCURRED | N THESE CASES

32. Section 330(b) of the Bankruptcy Code allows the
Court to reinburse TR&P for the “actual, necessary expenses”
incurred in these cases. 11 U S.C. 8 330(b). 1In the course of
its representation of the Commttee during the Application
Period, TR&P has incurred significant expenses. A detailed |ist
of those expenses is included in Exhibit C

33. TR&P has advanced all of the expenses sought
herei n before seeking reinbursenent. TR&P includes in this
Application only those itens of expense that it normally charges
its clients, in addition to its normal fees, which are not
ot herwi se absorbed in TR& s over head.

34. Photocopying. Photocopying expenses incurred by

TR&P at $. 15/ copy total ed $1, 744. 92.

35. Facsinile Transnission. TR&P seeks paynent of

out-going facsimle charges in the anmount of $196.25 at $1 per

page.
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36. Tel ephone, courier and freight. TR&P seeks

rei mbursenent of tel ephone charges in the anmount of $1, 376. 05,
(including Commttee conference calls), delivery charges
totaling $413, 85 and nessenger charges of $9.00.

37. Transportation. TR&P incurred | ocal

transportati on expenses in the anmount of $27.25.

38. Conputerized Research. TR&P incurred conputerized

research expenses in the anmount of $2,611.87.

39. Oher. TR&P incurred business neal expenses
totaling $515. 15, docunent retrieval fees of $360.00, court
docket and service fees totaling $59.36, real property search
fees in the amount of $1,734.00 and staff overtine expenses of

$17. 50.

CONCLUSI ON

40. TR&P respectfully submts that TR& s request for
final conpensation in the sum of $201,518.50 constitutes a fair
and reasonabl e request for the quality and nature of the
services perfornmed. TR&P further submits that its request for
rei nbursenent of out-of-pocket expenses in the anount of
$9, 065. 20, is fair and reasonable and that such suns were
necessarily expended by TR&P in the performance of its

responsibilities.
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VWHEREFORE, for all of the foregoing reasons, pursuant
to 88 328(a) and 330 of the Bankruptcy Code, TR&P respectfully
requests that this Court enter an order: (a) awarding TR&P a
final all owance of conmpensation in the amount of $201,518.50 and
final reinbursenent of out-of-pocket expenses in the anpunt
$9, 065. 20, (b) directing paynent of the foregoing suns to the
extent not previously paid, and (c) granting TR&P such ot her and
further relief as this Court deens just and proper.

Dat ed: New Yor k, New York
Cct ober 29, 2002

THELEN REID & PRI EST LLP

By:/s/Martin G Bunin
Martin G Bunin (MB 1602)
Craig E. Freeman (CF 5085)
40 West 57'" Street
New Yor k, New York 10019
(212) 603-2000

Attorneys for the Oficial
Committee of Unsecured
Creditors of Debtors Guilford
MIls, Inc., et al.
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