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APPLI CATI ON OF SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP,
ATTORNEYS FOR HOVE HOLDI NGS | NC., SEEKI NG FI NAL ALLOWMANCE
OF COVPENSATI ON AND REI MBURSEMENT OF EXPENSES UNDER
11 U S.C. 8§ 330 AND FED. R BANKR. P. 2016

TO THE HONORABLE JEFFRY H. GALLET,
UNI TED STATES BANKRUPTCY JUDGE

Skadden, Arps, Slate, Meagher & Fl om LLP
(" Skadden, Arps" or the "Firnt), attorneys for Hone
Hol dings Inc. ("Hone Hol dings"), forner debtor-in-posses-
sion in the above-captioned Chapter 11 case, submts this
application (the "Application") seeking final allowance
of conpensation and rei nbursenent of expenses under

11 U S.C. § 330 and Fed. R Bankr. P. 2016 (i) for the



period from January 15 through June 9, 1998 (the "Appli -
cation Period") and (ii) for a portion of the tinme spent
prepari ng Skadden, Arps' nonthly statenents of fees and
di sbursenents and this Application.

Prelimnary Statenent

1. When Honme Holdings filed its voluntary
petition for relief under Chapter 11 of the United States
Bankruptcy Code on January 15, 1998 (the "Petition
Date"), its Chapter 11 case was designed as a "pre-nego-
tiated" reorgani zation. |ndeed, Skadden, Arps had per-
formed significant work in connection with the reorgani -
zation prior to the commencenent of the case. As a
result, on the Petition Date Hone Hol dings was able to
file a proposed plan of reorganization (as revised,
anmended, and restated fromtine to tinme, the "Plan") and
a related disclosure statenent (the "D sclosure State-
ment").

2. Due to the size of Hone Hol di ngs' debt,
the court determned to treat this case as a nega- Chapter

11 case.! Although the Plan was conpl ex and unusual in

1 Al so, since its inception, the case has been subject
to the court's electronic filing procedures.
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its proposed reorganization of Home Hol di ngs' capital
structure, and required certain regulatory approvals to
succeed, Skadden, Arps sought and obtai ned an expedited
schedul e for a hearing on the Disclosure Statenent, the
solicitation of votes, and confirmation of the Plan.

3. The nature of the case changed, however
with the unexpected appearance of a recalcitrant credi-
tor, AnBase Corporation ("AnmBase"), and a purported
i ntervenor and policyhol der of The Home I nsurance Com
pany, Wiitman Corporation ("Witman"). AnBase nounted a
forceful attack on confirmation, and Witman foll owed
AnBase's | ead, making the reorgani zati on heavily con-
tested rather than consensual. The appearance of AnBase
and Whitman al so prol onged the case, which was otherw se
on a "fast track" destined to conclude in less than three
months, into a contentious five-nonth litigation with
i ntense expedited di scovery, retention of expert wt-
nesses, and numnerous unforseen court appearances cul m -
nating in a four-day trial.

4. To overconme novel |egal issues and factual
obstacl es presented by AnBase's and Whitnman's chal | enges

to the Pl an, Skadden, Arps nodified the Disclosure State-



ment twce and the Plan five tinmes during the case.
Skadden, Arps also helped to maintain the consensus anong
the Plan's primary supporters in the face of uncertainty
caused by the delay. Despite tenporary setbacks, the

Pl an recei ved the overwhel m ng approval of Hone Hol di ngs'
creditors. Hone Holdings was able to restructure its

| arge public and private indebtedness, to resolve favor-
ably litigation that threatened to di srupt the bankruptcy
process and, in only 21 weeks, to energe from Chapter 11
On June 9, 1998, the court entered an order confirmng

t he Pl an.

Backgr ound

5. By order dated January 31, 1998, a copy of
whi ch is annexed hereto as Exhibit A the court approved
t he enpl oynent and retention of Skadden, Arps under
sections 327(a) and 329 of the Bankruptcy Code and Fed.
R Bankr. P. 2014 and 2016 as attorneys for Home Hol d-

i ngs, under a general retainer as of the commencenent of
the case, to performthe follow ng services:

(a) advise Home Holdings with respect to its
powers and duties as debtor-in-possession;

(b) attend neetings and negotiate with repre-
sentatives of creditors and other parties
in interest;



(c)

(d)

(e)

()

(9)

(h)

6.

trative O der

take all necessary action to protect and
preserve Honme Hol di ngs' estate, including
the prosecution of actions on its behalf,
t he defense of any actions conmmenced
against it, negotiations concerning al
[itigation involving Honme Hol di ngs, and
objections to clains filed agai nst Hone
Hol di ngs' estate, if any;

prepare on Home Hol di ngs' behal f all no-
tions, applications, answers, orders, re-
ports, and papers necessary to the ad-

m ni stration of the estate,;

t ake any necessary action on Honme Hol d-
ings' behalf to (i) obtain confirmation of
any plan that Hone Hol di ngs m ght propose,
(1i) inplenment all transactions rel ated
thereto, and (iii) prosecute any nodifi -
cations, revisions or appeals thereto;

appear before this court, any appellate
courts, and the United States Trustee, and
protect the interest of Honme Hol di ngs' es-
tate before such courts and the United

St at es Trust ee;

advi se Home Hol dings with respect to al
corporate and Securities and Exchange
Comm ssion matters; and

performall other necessary |egal services
and provide all other necessary |egal ad-
vice to Home Hol dings in connection with
this Chapter 11 case.

Pursuant to paragraph A 3 of the Adm nis-

regardi ng Guidelines for Fees and Di sburse-

ments for Professionals in Southern District of New York

Bankrupt cy Cases, dated June 24, 1991, no |ater than 20



days after the end of each nonth during the Application
Peri od, Skadden, Arps provided counsel for the creditors
commttee (the "Commttee") and Hone Hol dings with a
nmont hly statenment of fees and di sbursenents accrued
during such nonth. A copy of each nonthly statenent was
al so provided to the Ofice of the United States Trustee
and to counsel for Zurich Insurance Conpany. All quar-
terly fees were paid to the United States Trustee, and
all nmonthly operating reports required under the United
States Trustee Operational Guidelines were tinely filed.

7. The court has jurisdiction over this
Application, which is a core proceedi ng, pursuant to
28 U.S.C. 88 157(b)(2) and 1334, and the "Standi ng O der
of Referral of Cases to Bankruptcy Judges,"” dated July
10, 1984 (wWard, J.). Venue of this case and this Appli-
cation in this district is proper pursuant to 28 U S. C
88 1408 and 1409.

l.

Rel i ef Requested

8. Skadden, Arps submits this Application for

(a) allowance of conpensation in the anmount of



$1, 769, 637.00? for the professional services rendered by
it as attorneys for Hone Hol dings during the Application
Period, which anmount is derived solely fromthe appli-
cable hourly billing rates of the Firnmis personnel who
rendered such services, (b) reinbursenent of actual and
necessary out-of - pocket di sbursenments and charges in the
amount of $165, 844.22% incurred in the rendition of

requi red professional services on behalf of Home Hol di ngs
during the Application Period, and (c) paynent of

$30, 000. 00 for tine spent and expenses incurred in pre-

paring the nonthly statenments and this Application.*

2 This figure reflects a voluntary reduction of
$31, 561. 65, including charges for work by certain
attorneys and all paraprofessionals who spent five
or fewer hours on this case during the Application
Period, $14,508.25 of which was not deducted in
prior nmonthly statenents and is being deducted in
this Application.

8 Thi s anmount represents a voluntary reduction by
Skadden, Arps of $14,414.74 in expenses incurred
during the Application Period.

4 The anobunt requested by Skadden, Arps covers only a
portion of the actual time spent and expenses in-
curred in preparing the nonthly statenents and this
Appl i cation.



9. Skadden, Arps has received no prom se of
paynment for professional services rendered or to be
rendered in this case.®

10. Skadden, Arps maintains records of the
time it expended in the rendition of all professional and
par apr of essional services. The Firms tinme records were
made concurrently with the rendition of professional
services, and attorney and paraprofessional tine detai
is annexed to this Application.

11. During the Application Period, attorneys
and par aprof essi onal s of Skadden, Arps devoted an aggre-
gate of 6,228.40 hours to this Chapter 11 case. O the
aggregate tinme expended, approximately 1,019 hours were

spent by partners, 1,680 hours by special counsel and

5 Skadden, Arps has not filed any request for allow
ance of interimconpensation or reinbursenment of
expenses in this case. For the services rendered or
to be rendered in contenplation of or in connection
with this Chapter 11 case, Skadden, Arps received a
pre-petition retai ner of $700, 000. 00 from Hone
Hol di ngs, all of which was applied to pre-petition
fees and expenses. Skadden, Arps waived the anmounts
that remai ned due and owi ng for pre-petition fees
and expenses, which approxi nated $26, 000. 00.

Skadden, Arps has received no paynent as conpen-
sation for services rendered to, or reinbursenent of
expenses incurred on behalf of, Hone Hol di ngs during
the Application Period.



counsel, 2,637 hours by associates, and 891 hours by

par aprof essionals. The chart inmedi ately preceding the
first page of this Application sets forth a schedul e
showi ng the nane and position of each partner, special
counsel, counsel, associate, and paraprof essi onal working
on this case, together with that person's year of adm s-
sion to the bar (if applicable), hours worked during the
Application Period, and hourly billing rate.

12. Exhibit B hereto contains a summary of the
services performed by the principal Skadden, Arps attor-
neys and paraprofessionals. Exhibit C hereto |lists the
Firms billing matters to which its services in the case
were charged.® Exhibits D1 through D-6 hereto include
all professionals' and paraprofessionals' daily tinme
records of services performed during the Application
Period, on a nonthly basis by billing matter. Exhibits E
and F hereto contain a summary of di sbursenents incurred
during the Application Period and a correspondi ng com

puter daily detail.

6 Skadden, Arps' attorneys and paraprofessionals allo-
cated their services in the case to various billing
matters that covered discrete activities wthin the
case.



13. An index to all of the Exhibits is at-
tached hereto imedi ately followng (a) the affidavit
requi red under Fed. R Bankr. P. 2016 and (b) the certif-
ication that the Application conplies with all the re-
qui renments of the court's Admnistrative Order, dated
June 20, 1991, as anended April 19, 1995, relating to
"“Qui delines for Fees and Di sbursenents for Professionals
in Southern District of New York Bankruptcy Cases,"” both
of which appear at the end of this portion of the Appli-
cation.

.

Description O Services Rendered By Skadden, Arps
Thr oughout The Case And Benefits To Hone Hol di ngs

14. Throughout the case, Skadden, Arps was re-
quired to render services to Home Hol dings on a daily
basis, often seven days a week. The denmands on Skadden,
Arps were extrene. Skadden, Arps attorneys were required
to devote significant anounts of tinme to the case, often
to the exclusion of other clients. It is inpossible to
summari ze conpletely, short of collating the hundreds of
pages of daily tinme records, the work perfornmed by
Skadden, Arps throughout Honme Hol di ngs' case and to

detail in narrative formall of the research, drafting,

10



conferences, tel ephone conversations, negotiating ses-
sions, docunent review, and other matters that occupied
Skadden, Arps daily. Skadden, Arps' tinme records, how
ever, which are annexed to this Application, provide
anpl e detail of the services perfornmed. This section of
the Application describes the services performed and the
role played by Skadden, Arps during the Application
Period, and highlights certain crucial parts of the case
that required particularly intense dedication by the
Firm s attorneys.

A. Honme Hol di ngs' Capital Structure

15. Hone Hol di ngs was a hol di ng conpany for
its whol |l y-owned subsidiary, The Honme | nsurance Conpany,
a New Hanpshire domciled property and casualty insurance
conpany ("Hone |nsurance"), as well as three other sub-
sidiaries and a limted liability conpany.’” Pursuant to
a consent order issued on June 12, 1995 by the New Hanp-
shire I nsurance Departnent (the "Departnent"), Hone
| nsurance generally ceased witing new or renewal insur-

ance. Subsequently, the Departnent issued an Order of

! The three subsidiaries were inactive or dormant.
The limted liability conpany is an active | and
devel opment managenent conpany.

11



Supervision (the "Order of Supervision"), placing Hone
| nsurance under formal supervision.

16. Also on June 12, 1995, Hone Hol di ngs
entered into a recapitalization agreenent (as anended,
the "Recapitalization") with Trygg-Hansa AB, a cor por a-
tion organi zed under the | aws of Sweden ("Trygg-Hansa");
Zurich I nsurance Conpany, a corporation organized under
the aws of Switzerland, and certain of its affiliates
(together with its affiliates, "Zurich"); and others.

17. Upon the closing of the Recapitalization,
Trygg- Hansa and Zurich, directly or indirectly, owned
virtually all of the equity in Hone Hol di ngs.?

18. In addition, various debt transactions
occurred as part of the Recapitalization, including,
anong ot hers:

C t he i ssuance by Honme Hol dings to Trygg-

Hansa of (a) $98 nmillion aggregate princi-
pal anmpbunt of its 12% Seni or Subordi nat ed
Not es due Decenber 31, 2004 and (b) $80

mllion aggregate principal anount of its
8% Juni or Subordi nat ed Notes due Decenber

8 Approxi mately .59% of the equity interest in Hone
Hol di ngs was publicly held.

12



31, 2004, which refinanced certain indebt-
edness of Hone Hol di ngs;®

C the purchase by two affiliates of Zurich
of $15 million principal anount of Hone
Hol di ngs' 12% Seni or Subordi nat ed Wor ki ng
Capital Notes, due Decenber 31, 2004, and
$16 mllion principal amount of Hone Hol d-
ings' 7% Series A Senior Wrking Capital
Not es; and

C the conpl etion by Honme Hol di ngs, on August
25, 1995, of an exchange offer in which
approxi mately $179 mllion principal
amount of the 7-7/8% Seni or Notes were ex-
changed for its 7-7/8% Seni or Sinking Fund
Not es due 2003 (together with the 7% Se-
nior Notes and the 7-7/8% Seni or Not es,
the "Senior Notes").

B. The Pre-Negotiated Plan O Reorgani zati on

19. In March 1997, an unofficial commttee of
hol ders of Home Hol di ngs' Senior Notes (the "Senior
Not ehol ders' Conm ttee") and its representatives began
di scussions with Trygg-Hansa, Zurich, and, ultimtely,
Hone Hol di ngs, in connection with a possible restructur-
ing of the Senior Notes.

20. Hone Holdings relied principally upon

di vi dends from Honme | nsurance to neet its obligations for

° As part of the Recapitalization, Trygg-Hansa sold to
a Zurich affiliate $98 mllion principal amunt of
t he 12% Seni or Subordi nated Notes and $12 million
princi pal anmount of the Juni or Notes.

13



paynment of interest and principal on its outstandi ng debt
obl i gations, dividends to stockhol ders, and corporate
expenses. Pursuant to the Order of Supervision, however,
Hone | nsurance coul d not make any dividends w thout prior
approval of the Departnent.

21. After Home Hol dings did not make an inter-
est paynment on its Senior Notes that was due on June 15,
1997, the Departnent in July 1997 approved an $11.7
mllion dividend for the purpose of funding the paynent,
pl us 29 days' interest.

22. The parties continued their negotiations
regarding a restructuring of the Senior Notes. On Novem
ber 15, 1997, in furtherance of the parties' discussions
regardi ng a pre-negotiated reorgani zati on plan, Trygg-
Hansa established a Home Hol di ngs stock trust. On No-
venber 20, 1997, Trygg-Hansa transferred all of its
equity interests in Hone Holdings to the trust for the
benefit of the sharehol ders of Trygg- Hansa.

23. Hone Hol di ngs announced on Decenber 12,
1997 that it would not nmake an interest paynment of
$11, 637,500 on the Senior Notes, which was due on Decem

ber 15, 1997.

14



24. 1t was against this backdrop that Skadden,
Arps was requested to prepare the Plan, Disclosure State-
ment, and rel ated docunents necessary to file the Chapter
11 petition for Hone Hol dings and to devise a strategy
for the inpending Chapter 11 case. The Plan was a com
plicated arrangenent agreed upon by Honme Hol di ngs, Zu-
rich, Trygg-Hansa, and the Seni or Notehol ders' Conmtt ee,
providing for the treatnent of clainms in a total anount
exceeding $600 mllion. It contenpl ated, anong ot her
things, (i) the reorganization of Hone Hol dings as a
goi ng concern ("Reorganized Hone"), (ii) distributions to
the hol ders of the Senior Notes and certain other unse-
cured creditors of three different series of Earn CQut
Notes ("EONs"), based on Reorgani zed Hone's future tax
savings through the utilization of Honme Hol di ngs' net
operating | oss carryovers ("NOLs"), (iii) distributions
of new notes to the holders of the Senior Notes and
certain other unsecured creditors and a tender offer by
Zurich with respect to the new notes, and (iv) the trans-
fer of the shares of Home Insurance to a limted liabil-
ity conpany, the nenbers of which were to be certain of

t he Seni or Not ehol ders and certain other unsecured credi-

15



tors. Significantly, a condition precedent to the effec-
tiveness of the Plan was the approval of the Departnent.

25. On the Petition Date, Skadden, Arps filed
the Plan, the Disclosure Statenent, Hone Hol di ngs' sched-
ules of assets and liabilities and statenent of financial
affairs, and various first-day notions and proposed
orders. Skadden, Arps al so sought and obtained a bar
date (the "Bar Date") for the filing of clains and a
schedul e for hearings on the D sclosure Statenent and
confirmation of the Plan. At a case nanagenent confer-
ence held two weeks after the Petition Date, Skadden,
Arps was able to report to the court that the reorganiza-
tion process was proceedi ng on schedul e.

C. The Di scl osure St at enent

26. Skadden, Arps devoted substantial anpunts
of time to revising and editing the D sclosure Statenent
to ensure that it conplied strictly with Bankruptcy Code
requi renents, accurately described rel evant agreenents
and ot her background docunentation, and reflected the
changi ng circunstances of the Chapter 11 case.

27. Al nost imediately upon the filing of Hone

Hol di ngs' case, Skadden, Arps' began receiving inquiries

16



fromcreditors regarding the contents of the D sclosure
Statenent. In response to those questions and others
posed by the Commttee, the Committee's financial advi-
sors, Zurich, Trygg-Hansa, Hone |Insurance, and the De-
partnment, and in order to nmake the D sclosure Statenent
consistent with proposed revisions to the Plan, Skadden,
Arps began to anend the Disclosure Statenment and perform
| egal research on several issues relating to its con-
tents.

28. Consistent with the pre-negotiated nature
of the case, Skadden, Arps routinely sent drafts of
proposed revisions to the D sclosure Statenent to various
parties in interest for cooments, so that needed changes
could be effected in a manner that would be acceptable to
all of the parties. By obtaining conments on early
drafts, Skadden, Arps successfully resolved in advance
many issues that could otherw se have caused di sputes.

29. Upon receiving the objections to the
adequacy of the Disclosure Statenent that were filed by
the United States Trustee, Dr. Seynour Licht, General
Electric Capital Corporation ("GECC'), The Bank of New

York ("BONY"), the Pension Benefit CGuaranty Corporation

17



(the "PBGC'), and AnBase, Skadden, Arps began negoti ating
with those parties in an effort to resolve their objec-
tions prior to the D sclosure Statenent hearing. Al nost
all of those discussions |ed to negotiated resol utions of
the Disclosure Statenent objections, which were reflected
in the anmended versions of the D sclosure Statenent that
Skadden, Arps prepared and filed on February 26 and March
3, 1998.

30. AnBase's objection to the Disclosure

Statenent. The nost significant challenge to the Disclo-
sure Statenent was that posed by AnBase. AnBase's
| engt hy objection to the adequacy of the Disclosure
Statenent addressed (i) financial and valuation issues,
(11) issues respecting Hone Holdings' affiliates and the
Excess of Loss Reinsurance Agreenent, (iii) Senior
Not ehol ders' Comm ttee issues, (iv) alleged om ssions,
(v) litigation argunents, and (vi) other m scell aneous
argunments regarding third-party rel eases and | ock-up
| etters, anong other things.

31. Skadden, Arps researched the issues raised
by AnBase's objection, consulted with all of the parties

whi ch had participated in the negotiations |Ieading to the
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pre-negotiated Pl an, and addressed each of AnBase's
objections in a detail ed 48-page response.

32. Skadden, Arps al so assisted Honme Hol di ngs
in intensive negotiations with AmBase, including a day-
|l ong neeting with AnBase, Zurich, Trygg-Hansa, Hone
| nsurance, the Conmttee, and the Departnent, in an
attenpt to resolve disputes with AnBase regarding the
Di sclosure Statenment. These efforts led to a consensua
resol ution of many of AnBase's objections.

33. The Disclosure Statenent hearing. I n

advance of the Disclosure Statenment hearing, Skadden,
Arps drafted notice of the hearing and arranged for its
service and publication. As noted above, Skadden, Arps
al so reviewed and anal yzed the various objections to the
Di scl osure Statenent, conducted | egal research with re-
spect to the issues they raised, prepared witten re-
sponses, engaged in negotiations with objecting parties,
and drafted new and/ or anended sections of the D sclosure
Statenent to resolve the disputes. Finally, Skadden

Arps prepared a proposed order approving the D sclosure
Statenent and prepared the related solicitation materials

(the "Solicitation Package").
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34. Because Skadden, Arps negoti ated resol u-
tions to nost of the objections to the D sclosure State-
ment, the disputes to be resolved at the Disclosure
St at enent hearing were considerably narrowed. Skadden
Arps appeared at a chanbers conference regarding the
Di scl osure Statenent on February 27 and at the hearing to
consi der approval of the D sclosure Statenent on March 3.

35. On March 4, the court entered an order ap-
provi ng the amended Di scl osure Statenent and the Solici -
tati on Package. Skadden, Arps subsequently supervised
the efforts of MacKenzie Partners, Inc., its Information
Agent (" MacKenzie"), to ensure that appropriate proce-
dures were utilized in mailing the Solicitation Packages
to creditors.

36. The AnBase Caim |In Hone Hol di ngs

financial schedules filed with the court on the Petition
Dat e, AnBase's contingent claimbore a stated anount of
$11, 703, 136. AnBase subsequently filed a proof of claim
however, for a staggering $57,136,920 (the "AnBase
Clain). The inplications of such a claimwere signifi-

cant, not only because of its unexpected size, but also
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because the filing of the claimsignaled a disruption of
t he consensual nature of the Chapter 11 case.

37. The AnmBase Cl ai mwas based on all eged
out st andi ng anounts due to AnBase pursuant to a stock
purchase agreenent and a tax sharing agreenent. The
Firms attorneys, including tax counsel, inmmediately
comenced extensive factual and | egal research with
respect to the circunstances and docunents underlying the
AnmBase Claim including AnmBase's Form 10-K's, records
frompending litigation, and various agreenents.

Skadden, Arps then prepared and filed a detail ed 20-page
objection to AnBase's claim and sought a pronpt hearing
to prosecute the objection.

38. AnBase responded by filing a notion for
tenporary all owance of its claimfor voting purposes and
a reply to Hone Hol dings' objection to its claim
Skadden, Arps anal yzed and researched i ssues rai sed by
the notion and submtted a thorough 29-page response that
refuted the basis of AnBase's cl aim

39. In connection with the dispute regarding
AnBase's claim Skadden, Arps deposed two of AnBase's

principals, requested production of docunents from
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AnBase, reviewed the produced docunents, devel oped strat-
egy regarding the trial of the claim and prepared a
witness for the trial.

40. Finally, Skadden, Arps assisted Honme
Hol dings in the settlenent negotiations with AnBase's
representatives and counsel, described in greater detai
bel ow, which resulted in the withdrawal of AnmBase's C aim
on the Plan's effective date.

D. The I ntervention O Wi tnan Corporation

41. On March 27, Wiitman noved to intervene in
Hone Hol di ngs' Chapter 11 case. Skadden, Arps repre-
sented Home Holdings in filing a 20-page response, stren-
uously opposing such intervention and chall engi ng Wit-
man's standing to be heard. The Firmal so represented
Hone Hol dings at the April 17 hearing when this court
denied Wiitman's notion. After \Witman appealed fromthe
denial of its notion to intervene, and sought a stay
pendi ng appeal, Skadden, Arps appeared on behal f of Hone
Hol di ngs in opposition to the stay at the May 15 heari ng.

42. \VWhen on May 15 this court sua sponte
vacated its previous order and granted Wi tnman | eave to

i ntervene on the i ssue of whether the Pl an was feasible

22



Wi th respect to Honme | nsurance, Witman joined AnBase in
objecting to confirmation of the Plan and seeking to
del ay the confirmation hearing.

43. Pursuant to this court's directives on My
15, Skadden, Arps supplied Wiitman with the benefit of
t he di scovery (detailed below) that had been conducted in
connection wth AnBase's objections to confirmation of
the Plan. Skadden, Arps was required to deliver to
Whitman the transcripts of the depositions that had
previ ously been taken and to nmake avail able to Whitman
all of the docunents that Hone Hol dings had produced as
well as all of the trial exhibits that had been prepared
for the confirmation hearing. This discovery exchange
led to further disputes, which in turn required Skadden,
Arps to participate in court conferences regarding dis-
covery and other trial preparation matters.

44. VWhitman's intervention and opposition to
the Plan confirmation rai sed new | egal issues that
Skadden, Arps anal yzed, researched, and prepared to
refute. Wihitman's intervention al so provoked further
di scussions with the other parties that had participated

in the forrmulation of the pre-negotiated Plan. All of
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these activities were tinme-consum ng for the Skadden,
Arps team which was otherw se occupied daily with the
events of the case and the preparation for the confirma-
tion hearing itself.
E. The Pl an

45. Primarily to address the objections of
AnBase, Wi tman, and certain unsecured creditors and
governnmental authorities, the Plan required additional
devel opnent as the case progressed. During the Applica-
tion Period, Skadden, Arps worked with Hone Hol di ngs'
managenent, the Commttee and its financial advisors,
Zurich, Trygg-Hansa, Hone |nsurance, the Departnent, and
other parties in interest on the difficult task of pre-
senting a revised Plan that offered the best prospects
for confirmation. The Firmls attorneys conferred regu-
larly wth Home Hol di ngs' managenent about the vast array
of legal and factual issues involved in the construction
and i nplementation of such a Plan. Skadden, Arps al so
negoti ated extensively with the Commttee's professionals
regardi ng nunerous issues related to the Plan, ranging
fromthe broadest of conceptual issues to the snallest of

details. The Firmroutinely sent revised drafts of the
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Plan to various constituencies for comments. Skadden,
Arps filed anmended versions of the Plan on February 26,
March 3, April 29, May 22, and June 3.

46. As exanples of sone of the conplicated
i ssues that Skadden, Arps addressed in inplenenting the
Plan, the Firm (i) vigorously defended AnBase's chal -
|l enges to the Plan (as detailed below), (ii) assisted
Hone Hol dings in negotiating a resolution of the disputes
with the PBGC, BONY, and the United States Attorney's
Ofice, (iii) evaluated the | egal effects of proposed
treatnent of certain creditors, (iv) renegotiated and
refornul ated the form and manner of distributions to be
made to the Cass 4 creditors pursuant to the Plan, (v)
eval uated the conplicated tax consequences of the Plan
upon Hone Holdings and its creditors and interest hol d-
ers, (vi) analyzed the terns and conditions of the new
securities to be issued under the Plan, (vii) worked to
resol ve i ssues raised by the Federal Reserve Board in
connection wth the post-confirmati on nmanagenment struc-
ture for the limted liability conpany that was to own
Honme | nsurance, (viii) worked on innunerabl e issues

rai sed in connection with the requirenment that the De-
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partment approve certain aspects of the Plan, and (iXx)
extensively researched matters respecting Honme Hol di ngs
NOLs. As issues were resolved, the Firnmis attorneys
revised the rel evant provisions of the Plan. Skadden,
Arps al so worked with counsel for Zurich and Honme Hol d-
i ngs' managenent on the various Plan Suppl ement Docunents
(e.qg., notes, indentures, keepwell agreenents, anmendnents
to certificates of incorporation and by-laws, and |imted
[i1ability conpany agreenent) which conprised a part of
the Plan itself.

47. In negotiating, redrafting, and revising
Honme Hol di ngs' Pl an, Skadden, Arps devoted substanti al
anounts of time and resources to researching many | ega
and factual issues relevant to the Plan's successful
confirmation. Anong those issues were (i) feasibility,
(1i) the liquidation analysis, (iii) subordination and
classification, (iv) solicitation and voting procedures,
(v) federal, state, and | ocal taxes, (vi) standards for
confirmation, (vii) assunption or rejection of contracts
and | eases, (viii) discharge, (ix) the Plan's injunctions
and rel eases, (x) the issuance of securities under the

Plan, (xi) cranmdown, (xii) inmpairnment and unfair discrim
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ination, (xiiti) new value, (xiv) the treatnent of contin-
gent, disputed, and unliquidated clains, (xv) standing to
object to the Plan and standing to appeal fromthe con-
firmation order, (xvi) possible avoi dance actions, (xvii)
plan nodification, (xviii) retention of expert w tness,
and (xix) various trial discovery issues.

48. Anong the nore inportant anmendnents and
nodi fications of the Plan were those affecting the per-
centage formula, the distributions to the various cl asses
of creditors, the treatnent of the AnBase Claim certain
third-party rel eases, PBGC-rel ated obligations, the
paynment of BONY's fees, Reorgani zed Honme's prosecution of
avoi dance actions, and Hone |nsurance's treatnment under
t he Pl an.

49. Skadden, Arps also prepared a 107-page
menor andum of |aw i n support of confirmation of the First
Amended Pl an. On the day when the nmenorandum was to be
filed, the court adjourned the confirmation hearing date
fromApril 29 to May 26 and reschedul ed the pre-tri al
proceedi ngs. The court nonet hel ess requi red Skadden,
Arps to deliver to AnrBase its confidential draft of the

confirmation brief.
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50. Wth respect to the Second Anended Pl an,
Skadden, Arps researched and prepared a notion under
section 1127 of the Bankruptcy Code and Fed. R Bankr. P
3019 for a determnation that the nodifications contained
in the Plan did not adversely affect the creditors voting
in favor of the Plan and that such creditors' prior votes
shoul d be deened acceptances of the anmended Pl an (the
"Rul e 3019 Mbtion"). Because AnBase filed an objection
and nenor andum opposing the Rule 3019 Mdtion, the Firm
added a new section to its confirmation brief in reply to
AnBase' s argunments. Skadden, Arps al so spent consi der-
able tinme preparing to argue the notion. At the confir-
mati on hearing, the court granted the Rule 3019 Moti on.

51. AnBase's objections to confirnmation;

di scovery. After Skadden, Arps finalized and served the
Second Anended Pl an, AnBase raised nmultiple objections to
confirmation regardi ng AnBase's al |l eged i npai rnment under
the Plan; the adm ssibility of releases and injunctions
under the Plan; AnBase's alleged rights under various

rei nsurance agreenents; AnBase's alleged interest in, and
right to conpel, dividends to Honme Hol di ngs by Hone

| nsurance; alleged discrimnation agai nst AnBase under
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the Plan; the Plan's alleged violation of the good faith
requirenent; the Plan's tax provisions and NOL cal cul a-
tions; the Disclosure Statenment's disclainer; and Hone
Hol di ngs' |iquidation anal ysis.

52. As a result of AnBase's objections, it
becane obvi ous that Hone Hol dings would need to retain
expert witnesses to testify at the confirmation hearing
on matters that could otherw se have been addressed by
Hone Hol di ngs' managenent. Accordingly, the Firm as-
sisted Home Holdings in interview ng and retaining two
expert w tnesses. Skadden, Arps then assisted the ex-
perts in developing their testinony and prepared themto
testify at deposition and at the confirmation hearing.

53. Also as a result of AnBase's and Whitman's
obj ections, the parties |aunched extensive discovery.
Due to the existing schedule for the confirmation hear-
ing, this discovery was necessarily expedited and in-
tense. Between March 27 and April 30, AnBase, Hone
Hol di ngs, and the Committee deposed ten w tnesses during
14 days, creating a 2,655-page record. The Firm defended
three of the deponents (including Home Hol di ngs' accoun-
tants and expert witnesses), took a lead role in exam n-
ing AnBase's two representatives and, of necessity,
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attended and participated in the remaining depositions of
Zurich's and the Departnent's representatives that AnBase
had subpoenaed.

54. During the sanme tine period, Hone Hol di ngs
served and recei ved many requests for production of
docunents. Skadden, Arps responded to these docunent
requests, produced 3,396 pages of Honme Hol di ngs' docu-
ments, and reviewed nore than 18, 000 pages of docunents
that were produced by AnBase and other parties. The Firm
al so worked on issues regarding the designation of expert
and trial wtnesses and identified nore than 200 docu-
ments for use at trial, all of which had to be indexed
and provided to the court and opposing counsel. Finally,
Skadden, Arps participated in conferences with the court
regardi ng di scovery disputes.

55. Because of the substantial changes in
AnBase's treatnent under the Second Amended Pl an,

Skadden, Arps substantially reworked the previously-
prepared nmenorandum of |law in support of confirmation to
address new i ssues rai sed by AnBase. Skadden, Arps' new
115- page nenorandum of | aw dealt with AnBase's | ack of

standing to object to confirmation, the uninpairnent of
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AnBase's cl ai s under the Second Anended Pl an, AnBase's
potential cranmdown, and the fairness of AnBase's treat-
ment. Skadden, Arps' nenorandum of |aw also fully ad-
dressed the PBGC s objection regarding the continuation
of the pension plan; the United States Attorney's objec-
tion regarding the rel eases; BONY's objection regarding
the alleged violation of its rights under the various
Senior Notes indentures; Dr. Seynour Licht's objection
regardi ng the paynment of the Senior Notehol ders' Commit-
tee's fees, the Plan's alleged failure to provide a
mechani sm for changi ng votes, the alleged violation of
section 1127(d) of the Bankruptcy Code, and the all eged
di scrimnatory treatnment under section 1129(b)(1) of the
Bankruptcy Code; and finally the general objection to
confirmation filed by a sharehol der of Honme Hol di ngs, M.
Weadock.

56. Subsequently, Skadden, Arps prepared a
suppl ement al nmenorandum of [ aw in support of confirmation
and in reply to Wiitman's opposing pre-trial menorandum
Due to the schedul e i nposed by the court, the Firmwas
required to prepare, serve, and file this suppl enental

menor andum just 19 hours after receiving Wiitman's brief.
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57. Resol uti on of nbst objections. Skadden,

Arps al so represented Hone Hol dings in negotiations to
resolve the confirmation objections of various parties.
These negotiations resulted in the settlenent of nost
objections. Most significant was the settlement with
AnBase, di scussed over a period of weeks but not achieved
until the eve of the confirmation hearing. Skadden, Arps
represented Hone Hol dings' interests in connection with
that settlenment, which provided for the rel ease of
AnBase's clai magainst the estate in consideration of a
cash paynent by a Zurich affiliate to ArBase on the
effective date of the Plan and AnBase's exchange of

rel eases with Hone Hol di ngs, Zurich, Trygg-Hansa, and
Hone | nsurance. This settlenment required Skadden, Arps
to effect a further revision of the Plan to include the
terms of the settlenent. The Firm also engaged in nego-
tiations regarding the scope of the releases to be ex-
changed by the parties. Because it did not affect the
feasibility of the Plan or the rights of the creditors to
the distributions provided under the Plan, the settl enent
benefitted the estate and avoided a | ong and costly trial

of all of AnBase's objections to confirmation.
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58. The confirmation hearing. In anticipation

of the confirmation hearing, the Firnis attorneys were
required to, anong other things, (i) draft, serve, and
publ i sh notice of the hearing, (ii) work closely with the
I nformati on Agent to ensure proper and accurate tabul a-
tion of votes on the Plan, (iii) maintain frequent con-
tact with Home Hol di ngs, the Commttee, Zurich, Trygg-
Hansa, Hone | nsurance, and other interested parties to
consi der, negotiate, and resol ve various disputes as they
arose, (iv) draft nodifications to the Plan, (v) prepare
W tnesses to testify at the hearing, (vi) research a
significant nunber of |egal and factual issues germane to
confirmation, and (vii) prepare a |lengthy and detail ed
proposed confirmation order for Home Hol di ngs (the "Con-
firmation Order”) which included terns that Skadden, Arps
had previously negotiated with various parties.

59. Skadden, Arps also prepared for, and
appeared at, the four-day confirmation hearing regarding
the Plan. Witman was the maj or Plan opponent at the
trial. Although Skadden, Arps had originally prepared
and charted the testinony of nore than six w tnesses for
the hearing, the resolution of the ArBase objection
obviated the need to call nost of them Nonethel ess, at
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trial, Skadden, Arps proffered a portion of the testinony
of Home Hol di ngs' forner treasurer and chief accounting
of ficer and conducted his remaining direct and rebuttal
exam nation. The Firmalso conducted the direct and
rebuttal exam nation of a representative of the Depart-
ment. I n addition, Skadden, Arps attorneys made presen-
tations with respect to the nost recent nodifications to
the Plan and the tabulation of votes in favor of the
Plan. The Firmargued in opposition to the few renai ni ng
objections to the Plan. Skadden, Arps also argued the
many procedural objections regarding the introduction of
exhibits and other matters. Finally, Skadden, Arps
argued in opening and closing that the Plan should be
confirnmed.

60. At the end of the fourth day of the hear-
ing, the court rendered a bench decision confirmng the
Pl an, overruling Wiitman's, Dr. Licht's, and M.
Weadock' s objections. Wiitman i medi ately requested a
stay of confirmation pendi ng appeal, but Skadden Arps
successful ly opposed the notion. On June 5, Whitman
filed a notice of appeal fromthe court's decision to

confirmthe Plan. In the face of objections by Witnman,
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Skadden, Arps was required to make further nodifications
to the Confirmation Order prior to its entry on June 9.

61. On June 8, Wiitman noved in the District
Court for the Southern District of New York by order to
show cause for a stay pending Whitnman's appeal fromthe
confirmati on order. Overnight, Skadden, Arps was re-
quired to prepare a detailed menorandumin response to
Wiitman's notion for a stay, refuting one by one Wit-
man' s numerous factual inaccuracies and setting forth the
| egal standards which supported denial of the stay. On
the follow ng day, two hours after this court had entered
the Confirmati on Order, Skadden, Arps successfully argued
in the district court that the stay shoul d be deni ed.

F. O her Substantial Tasks Perforned

62. In addition to the matters descri bed
above, Skadden, Arps performed other services in the case

that may be broadly characterized as foll ows:

a. adm ni strative matters/general bankruptcy
advi ce;

b. cor por at e gover nance,;

C. cl ai s anal ysi s/ obj ection/resol ution;

d. commttee matters; and

e. tax issues.
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a. Adm nistrative Matters/
CGeneral Bankruptcy Advice

63. Case admnistration. Skadden, Arps de-

voted a consi derabl e amount of tine during the Applica-
tion Period to matters of case admnistration. The
Firms attorneys conferred with Home Hol di ngs' managenent
on a daily basis to fornulate strategy for resol ving

i ssues arising in the case. In conjunction with these
efforts, the Firmprepared and regul arly updated a case
cal endar to keep Hone Hol di ngs' managenent abreast of
pending matters. The cal endar enabl ed Honme Hol di ngs
managenent to nonitor the case and to use its resources
in the nost efficient fashion. |In addition, Skadden,
Arps attorneys on nultiple occasions worked with the
court to resolve issues arising fromthe recently inple-
mented electronic filing systemto make all filings

i mredi ately accessible on-line through the court's In-
ternet web site.

64. General bankruptcy advice. Throughout the

case, and in order to ensure that Hone Hol di ngs operated
as snoothly as possible and with a m ni nrum of court
i nvol venent, Skadden, Arps worked wi th managenent to

ensure that Hone Hol dings operated its business in accor-
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dance with the Bankruptcy Code and applicabl e non-bank-
ruptcy law. In response to specific questions posed by
managenent concerni ng possi bl e transacti ons and ot her
busi ness issues, Skadden, Arps advi sed Honme Hol di ngs of
the applicable rights and duties of a debtor-in-posses-
sion and of rel evant non-bankruptcy | aw consi derati ons,
noting proscribed, permtted, and required conduct, and
of its own fiduciary and nanagerial role with respect to
such transactions and issues.!® During the Chapter 11
case, alnost no day passed w thout Skadden, Arps'

di scussing wwth the senior officers of Hone Hol di ngs or
of Risk Enterprise Managenent Limted ("REM)?! the nyr-
i ad i ssues concerning a debtor-in-possession. Thus,
Skadden, Arps spent substantial anmounts of tine eval uat-
i ng Hone Hol di ngs' proposed expendi tures, contractual

rel ati onshi ps, paynents, and other transactions to deter-

mne if the contenplated transactions were wthin the

10 Because of the attorney-client privilege, Skadden,
Arps can describe the advice given to Honme Hol di ngs
only in general terns.

1 Under the administrative services arrangenent wth
Hone Hol di ngs which the court approved on January
31, 1998, REM provided all admnistrative, clains,
and risk managenent services necessary for the
conti nui ng day-to-day operations of Hone Hol di ngs.
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ordi nary course of business or were outside the ordinary
course of business and thus required court approval.
Skadden, Arps al so advised Hone Hol di ngs of its obliga-
tions under the relevant securities |aws.

65. (General communications with creditors and

others. During the case, Skadden, Arps attenpted to

m nimze, settle, or prevent litigation between Hone
Hol di ngs and the major parties in the case. It is note-
worthy that, with the exception of the disclosure state-
ment and confirmation hearings, no contested evidentiary
heari ngs occurred during the case. Skadden, Arps' attor-
neys conmmuni cated regularly with counsel for the Commt-
tee concerning such matters as the AnBase Claim the
objections to the D sclosure Statenent, the objections to
the Plan, Whitman's intervention, and the progress of the
case.

66. Because of the pre-negotiated character of
this Chapter 11 case, Skadden, Arps also conferred regu-
larly wwth the main parties in the case, including Zu-
rich, Trygg-Hansa, Honme |nsurance, the Departnent, and
their professional advisors. |In addition, holders of
Hone Hol di ngs' securities and state and | ocal govern-
mental authorities inquired regularly regarding, anong
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ot her things, the D sclosure Statenent and the Plan, the
status of the case, the Bar Date, and the various actions
t hat Home Hol di ngs had taken, including its ommi bus
objections to clains. Skadden, Arps advised and assisted
Hone Hol dings in responding to these inquiries.

67. Skadden, Arps also prepared for and repre-
sented Honme Hol di ngs at an organi zational neeting of
creditors to establish the Conmttee. |In addition, the
Firm prepared Honme Hol di ngs' representatives for the
section 341 neeting of creditors, and represented Hone
Hol dings at the neeting. At various tinmes during the
case, Skadden, Arps professionals conferred with repre-
sentatives of the United States Trustee's office regard-
ing adm nistrative matters in the case including, anong
others, the creditors' neetings and the retention of
vari ous professionals.

68. Votes tabulation. After the entry of the

order approving the Di sclosure Statenent and the Soli ci -
tation Package on March 4, Skadden, Arps finalized such
docunents for the purpose of delivering the Solicitation
Packages to all of Hone Hol di ngs’ known creditors and
equity security holders as of the record date, and to al
other entities required to be served under Fed. R Bankr.
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P. 2002 and 3017. Skadden, Arps also finalized the
notice of confirmation hearing for publication in the

national editions of the New York Tines and Wall Street

Journal. Then, Skadden, Arps supervised and assi sted
MacKenzie in the mailing of the Solicitation Packages to
the regi stered hol ders of Hone Hol di ngs' notes and comon
stock, and to custodi an banks, brokerage firnms, nom nees
and internmediaries for distribution to beneficial holders
of Home Hol di ngs' notes and comon stock. Finally, once
MacKenzi e received all the ballots, Skadden, Arps as-
sisted MacKenzie in the votes tabul ation as regul ated by
the court's order establishing solicitation, voting, and
tabul ati on procedures and deadli nes, entered on the
Petition Date. The Firm al so assisted MacKenzie in the
drafting of the tabulation affidavit, which detailed the
overwhel mng creditor vote in favor of the Pl an.

69. Skadden, Arps al so supervised and assisted
MacKenzie in the mailing of the Rule 3019 Mtion, and the
attached Second Anended Plan, to all of Honme Hol di ngs'
known creditors and equity security holders as of the
record date, and to all other entities required to be

served under Fed. R Bankr. P. 2002 and 2017.
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b. Cor por at e Gover nance

70. Throughout the case, Skadden, Arps regu-
| arly advised Hone Holdings with respect to a host of
I ssues concerning corporate governance and general corpo-
rate affairs. That advice related to, and included | egal
research on, anong other things, (i) the maintenance of
corporate records and bank accounts, (ii) the public
rel ease of information regarding the case, (iii) the
procedure for conmunicating, and the substance of
communi cations, with federal and state governnental
agencies, (iv) questions concerning accounting and book-
keepi ng procedures, (v) issues arising under various
federal and state tax laws, rules, and regul ations, (vi)
t he deregistration of Honme Hol di ngs' public bonds, (vii)
the preparation of press releases, and (viii) certain
filings nade by Honme Hol dings with the Securities and
Exchange Comm ssion ("SEC').

71. For exanple, Skadden, Arps assisted Hone
Hol dings in the preparation and filing of its Form 8-K
filed in connection with this Chapter 11 case. Then,
Skadden, Arps requested fromthe SEC a no-action letter
permtting Hone Holdings to nodify its reporting require-
ments under the Securities Exchange Act of 1934 during
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t he pendency of the case, and | ater assisted Honme Hol d-
ings in the preparation and filing of a Form 15 to permtt
Home Hol di ngs to suspend such requirenments. The suspen-
sion of Hone Hol dings' reporting requirements permtted
Honme Hol dings to avoid a large drain on its scarce finan-
cial resources, and to focus its efforts on the confirnma-
tion of the Plan. Skadden, Arps also attended neetings
of Honme Hol di ngs' board of directors and advi sed Hone

Hol dings in the preparation of nonthly operating reports
required under the United States Trustee's Operational

Gui del i nes.

C. Cl ai ns_Anal ysi s/ Qbj ection/ Resol uti on

72. Bar Date and notices. Skadden, Arps

wor ked wi th MacKenzie in connection wwth the claimfiling
process. Imrediately after the Petition Date, Skadden,
Arps finalized the docunents to be sent to all Hone
Hol di ngs' creditors (including the notice of commencenent
of Chapter 11 case and section 341 neeting, the Bar Date
notice, and the proof of claimforns), prepared the |lists
of the creditors and parties in interest, and then di-
rected and supervi sed MacKenzie in the mailing of such
docunents. At the sane tinme, Skadden, Arps finalized the
Bar Date notice for publication in the national editions
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of the New York Tinmes and Wall Street Journal. Skadden,

Arps al so fielded responses to the i nnunerable tel ephone
inquiries fromcreditors, other parties in interest, and
the press that were pronpted by these noti ces.
73. Mre than 200 clains were filed by the Bar
Date, including a claimfiled by the indenture trustee.
Skadden, Arps worked closely with Hone Hol di ngs t hrough-
out the case on many matters related to anal ysis of,
objections to, and resolution of these creditor clains.
74. Skadden, Arps communi cated regularly with
numerous claimants and/or their attorneys to anal yze
cl ai ms, exchange information and update the creditors
list, conduct informal discovery and devel op procedures
for clains analysis and settlenment. The review of al
the clains required the Firms attorneys to confer
regularly with Home Hol di ngs' financial personnel,
devel oping criteria for clainms objections generally,
di scussing the nerits of specific clainms objections
contenpl ated by Hone Hol di ngs, and engagi ng in factual
and | egal research with respect to the nature, anount,
tineliness, validity, and legality of the nore than 200
clainms to which Honme Hol dings ultimately objected. The
| egal issues involved in the analysis of these clains in-
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cl uded, anong others, the relative priorities of partic-
ular clainms, including tax clains, the standards for

al | ownance of adm nistrative expense status, the estina-
tion of unliquidated clainms, and the jurisdiction of the
bankruptcy court to estimate certain cl ains.

75. Throughout the Application Period,
Skadden, Arps nonitored the clains register and rendered
advice to Hone Hol di ngs regarding many pre- and post -
petition clainms of creditors. Skadden, Arps consulted
wi th Home Hol di ngs and researched the rel evant facts and
| egal standards with respect to pre- and post-petition
tax clains; general unsecured clains; adm nistrative
expense clainms; contingent, disputed, and unli qui dated
clains; and pension clains. During this process,
Skadden, Arps also tw ce anended Hone Hol di ngs' financi al
schedul es and creditor list. |In addition, Skadden, Arps
attorneys continued to respond to innunerabl e questions
fromcreditors regarding their clains.

76. Skadden, Arps also worked with Honme Hol d-
ings to resolve disputes with several claimholders
during the Application Period. For instance, the Firms
attorneys devoted many hours to revi ew ng, anal yzing,
researching, and assisting in the negotiation of a
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settlenment of the claimfiled by AnBase, which is dis-
cussed above. Skadden, Arps attorneys al so reviewed and
anal yzed several requests for admnistrative expense
treatnent of clains, and, when appropriate, assisted Hone
Hol dings in entering into stipulations regarding the
amendnent, wthdrawal, or settlenent of many ot her

clains, including several significant clainms asserted by
GECC, the State of New York, and GE Silicones.

77. Omibus objections to clains. During the

Appl i cation Period, Skadden, Arps prepared and filed two
omi bus obj ections to clainms and supporting affidavits.
In the first ommi bus objection, dated March 16, Hone
Hol di ngs requested that 206 clains, including duplicate
publ i c debt clains, sharehol der clains, and purported
retirement benefit plan clainms, be disallowed and ex-
punged. Skadden, Arps prepared for and appeared at the
hearing on the first ommi bus objection held on April 24,
when the court granted Honme Hol di ngs' first omni bus
objection. In the second ommi bus objection, filed on My
1, Honme Hol di ngs requested that two other clainms be

di sal |l oned and expunged because they were duplicate
public debt clains. Skadden, Arps prepared for and
appeared at the hearing on the second omi bus objection
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on June 5, when the court also granted the second ommi bus
objection. Before the filing of each of the omi bus

obj ecti ons, Skadden, Arps conducted informal discovery
regardi ng those clains. Skadden, Arps also sent notices
of the objections to all the claimants and parties in
interest. After the filing of the objections, Skadden,
Arps attorneys also responded to the several tel ephone
inquiries made by the claimants.

d. Committee Matters

78. As noted el sewhere in this Application,
the Firms work was affected by the consensual nature of
this case which required regul ar consul tations, negoti a-
tions, and neetings wwth the Commttee's counsel and
financial advisors. |In addition to the many specific
matters referenced herein, the Firms work with the
Committee nore generally included (i) collaboration with
the Comm ttee concerning issues of case adm nistration
and possi bl e notions and obj ections bei ng consi dered by
Hone Hol dings or the Commttee, (ii) formulation and
negoti ati on of anmendnents and revisions to the Plan and
Di sclosure Statenment, (iii) regular tel ephone conferences
and neetings regarding pending matters, (iv) preparation
of Hone Hol di ngs' managenent for the organizati onal
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nmeeting of creditors, and (v) advice to Home Hol di ngs
regardi ng requests for information received fromthe
Comm ttee.

79. In addition, Skadden, Arps worked cl osely
with the Committee on issues raised by the ArBase O ai m
and Whitman. The Firmis attorneys conferred frequently
wth the Commttee's professionals regardi ng requests for
di scovery from AnBase and rel ated depositions, prepara-
tion for possible litigation over the validity of the
AnBase Claim the settlenent of the AnBase Claim and the
opposition to Wit man.

e. Tax | ssues

80. Because the Plan permts Honme Hol di ngs
creditors to participate in the tax savings of Reorga-
ni zed Honme derived through the utilization of the NOLs,
the main asset of Hone Hol dings' estate, the tax aspects
of the Chapter 11 case were significant. As a result,
Skadden, Arps' work on tax issues the was considerabl e.
The Firm s attorneys anal yzed i ssues arising under sec-
tion 382 of the Internal Revenue Code, researched and
anal yzed various issues with respect to federal incone
tax treatnment of paynents on the new notes and the EONs,
anal yzed tax contingencies and tax |liens, and presented
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the results of their analysis to Hone Hol di ngs' manage-
ment. Skadden, Arps' tax attorneys provided inval uable
assi stance to Hone Holdings in the revision and anendnment
of the Plan and Di sclosure Statenent discussed el sewhere
in this Application.

8l. The Firms attorneys al so assi sted Hone
Hol dings in its opposition to the AnBase O ai m which, as
di scussed above, was characterized by conplicated tax
i ssues. Skadden, Arps attorneys reviewed the stock
pur chase agreenent between AnBase, Hone | nsurance, and
Home Hol di ngs, worked on strategy issues regarding the
AnmBase Claim and net with Honme Hol di ngs managenent,
counsel for Zurich, and AnBase and its counsel regarding
the AnrBase Claimand its settlenent.

82. The Firmis attorneys also worked with Hone
Hol di ngs during the case to assess the value of the EONs
to be distributed to Home Hol di ngs' creditors. In addi-
tion, the Firmreviewed the EON docunents and the rel ated

i ndenture included in the Plan Suppl enment.
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Al | owance O Conpensati on

83. Standing at the bar and experience. The

partner in charge of the Skadden, Arps engagenent was
Kayal yn Marafioti. M. Marafioti has had substanti al
experience in providing bankruptcy advice on a w de
variety of matters. She has represented debtors, credi-
tors, trustees, commttees, equity holders, foreign

i quidators, investnent banks, and accountants in reorga-
ni zati on and bankruptcy ancillary cases as well as out-
of -court restructurings and corporate transaction. M.
Mar af i oti has authored and co-aut hored numerous educa-
tional outlines on bankruptcy-related issues and is a
frequent speaker on continuing | egal education panels and
at sem nars on bankruptcy |law and rel ated topics. M.
Mar af i oti supervi sed and coordi nated the activities of
the Firmis attorneys and was involved in all aspects of
Hone Hol di ngs' Chapter 11 case, including negotiations
with creditors and governnment agencies; daily consulta-
tion with Home Hol di ngs' managenent; frequent consulta-
tion with the counsel for the Conmttee, Zurich, Trygg-
Hansa, Hone | nsurance, and the Departnent; the prepara-
tion of notions, applications, nenoranda of |aw, and pro-
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posed orders; the drafting and revision of Honme Hol di ngs'
Plan and Di sclosure Statenent; and appearances at court
conf erences and heari ngs.

84. Stephanie R Schwartz, counsel in the
Firm s restructuring and bankruptcy reorgani zati on group,
is experienced in representing both debtors and creditors
in reorgani zation cases. M. Schwartz worked as the
princi pal Skadden, Arps attorney in charge of the daily
activity inthis case. As with Ms. Marafioti,
Ms. Schwartz supervised and coordi nated the activities of
the Firmis attorneys and was involved in all aspects of
Home Hol di ngs' Chapter 11 case.

85. Conpensati on sought. Because of the bene-

fits realized by the estate, the nature of this case, the
standing at the bar of the attorneys who rendered ser-

vi ces, the amount of work done, the tinme consuned, the
skill required, and the contingent nature of the conpen-
sation, Skadden, Arps requests that it be all owed
$1,769,637.00 in conpensation, representing all fees for
prof essi onal services rendered during the Application

Peri od. 12

12 Skadden, Arps' total tinme charges for the Applica-
(continued. . .)
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86. In this Application, Skadden, Arps also
requests $30, 000. 00 conpensation for tinme spent and
expenses incurred in preparing the nonthly fee statenents
and this Application. This amount represents only a
fraction of the tinme spent preparing the nonthly state-
nments and the Application.®

87. Reinbursenent of expenses. Skadden, Arps

requests that it be granted final reinbursenent of ex-

2, .. continued)
tion Period are $1, 801, 198. 65. Skadden, Arps,
however, is voluntarily reducing its request for
conpensati on of professional services, including
time billed by persons working on this case for five
hours or | ess during the Application Period, by
$31,561. 65, thereby reducing its total request for
conpensation for services rendered during the
Application Period to $1, 769, 637.00. Skadden, Arps
IS requesting no conpensation for the tine spent in
performng the conflicts review in connection with
its retention.

13 In this district, it is generally accepted that
reasonabl e conpensation is appropriate for tine
spent preparing a fee application. See, e.qg., In re

McLean Industries, Inc., 1990 U.S. Dist. Lexis 4212,
*4-8 (S.D.N. Y. 1990) ("a professional is entitled to
conpensation, but at a reduced rate, based on the

di fference between the anmount, if any, that it
ordinarily charges to prepare and present fee appli-
cations for its non-bankruptcy clients, and the
anount it spends in preparing and presenting its fee
applications in a bankruptcy proceeding”). See also
In re The Bennet Funding Goup, Inc., 213 B.R 234,
249 (Bankr. N.D.N. Y. 1997).
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penses in the anmobunt of $165,844. 22,1 which represents
the follow ng suns for actual and necessary expenses in-
curred in the rendition of professional services during
the Application Period:

Comput er Legal Research (e.qg., Lexis,

Nexi s and Westl| aw) $53, 083. 41
Long Di stance Tel ephone 1, 654. 85
CQut si de Tel ephone 8.19
| n- House Repr oducti on 46, 618. 05
CQut si de Reproduction 26. 60
Qut si de Research 1,374.48
Filing/ Court Fees 170. 00
Court Reporting 536. 40
Word Processi ng 39, 922.50
Local Travel 9, 456. 60
Busi ness Meal s 1,127.29
Overtime Expenses?® 4,028. 97
Courier & Express Carriers 6, 936. 76
Post age 900.12

$165, 844. 22

Exhibits E and F hereto provide further information and
detail concerning the Firm s expenses and certain expense
billing policies.

88. In the event that a subsequent review

reveals that a different anmount of professional services

14 Ref | ect s Skadden, Arps' voluntary reduction of
$14, 414. 74.
15 Ref | ect s Skadden, Arps' voluntary reduction of

$970.64, in conpliance with the standi ng orders of
this court regarding reinbursenent of overtine neal
expenses.
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has been rendered or expenses have been incurred on
behal f of Honme Hol di ngs, which were not processed by the
Firms conputer systemin advance of this Application,
Skadden, Arps further reserves the right to seek such
different fees and expenses by subsequent application to
t he court.

VWHEREFORE, Skadden, Arps respectfully requests
that the court enter an order granting it (a) a final
al l omance of (i) conpensation for professional services
rendered as attorneys for Honme Hol di ngs during the Appli -
cation Period in the sumof $1,769,637.00 (which repre-
sents 100% of Skadden, Arps' tine charges |less a reduc-
tion of $31,561.65 in tinme charges for certain services
rendered), plus reinbursenent of actual and necessary
expenses incurred in the sum of $165,844.22 (which repre-
sents 100% of Skadden, Arps' disbursenents |ess a reduc-
tion of $14,414.74) and (ii) $30,000.00 for fees and
costs associated with the preparation of the nonthly fee
statenents and this Application, and (b) such other and

further relief as is just.
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Dat ed: New York, New York
Sept enber 25, 1998

SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP
Attorneys for Honme Hol di ngs Inc.

By:
Kayal yn A. Marafioti (KM 9362)
(A Menber of the Firm

919 Third Avenue
New Yor k, New York 10022-3897
(212) 735-3000
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