Hearing Date:

November 8, 2004 at 10:30 a.m.
Objection Deadline:
November 5, 2004 at 4:00 p.m.
PORTLAND

UNITED STATES BANKRUPTCY COURT

DISTRICT OF MAINE
Inre *
PEGASUS SATELLITE TELEVISION, INC., * Chapter 11
et. al. * Case No. 04-20878
Debtors *

* * * * * * * * * *

FIRST INTERIM FEE APPLICATION FOR COMPENSATION AND REIMBURSEMENT OF
EXPENSES FOR FTI CONSULTING, INC.
AS FINANCIAL ADVISORS
FOR THE DEBTORS

FTI Consulting, Inc. (“FI1”), as Financial Advisors to the debtors and debtors-in-
possession (the “Debtors”) in the above-captioned chapter 11 case, hereby files this First Interim
Fee Application of FTI for Allowance and Payment of Compensation for Services and

Reimbursement of Expenses (this “Application”) pursuant to 11 U.S.C. §§ 330 and 331, Fed. R.

Bank. P. 2016, and Rule 2016-1 of this Court’s local rules (such local rules hereinafter referred to

as “Me. LBR”). As set forth more fully below, this Application seeks $375,533.25 in
compensation for services rendered and reimbursement of expenses in the amount of
$21,219.01 for a total fees and expenses of $396,752.26, for the period of June 2, 2004
through August 31, 2004 (the “Application Period”). In support of this Application, FTI states

as follows:

INTRODUCTION

1. On June 2, 2004 (the “Petition Date”), each Debtor filed a petition for relief under

chapter 11 of 11 U.S.C. § 101 et seq. (the “Bankruptcy Code”). On the Petition Date, the Debtors



also filed motions or applications seeking certain “first day” orders, including an order to have
these cases jointly administered. The Debtors continue to operate their businesses as debtors-
in-possession pursuant to Sections 1107 and 1108 of the Bankruptcy Code. No trustee or
examiner has been appointed in the Debtors” chapter 11 cases. On June 10, 2004, the Office of
the United States Trustee appointed an Official Committee of Unsecured Creditors in these
cases pursuant to section 1102 of the bankruptcy Code.

2. On June 4, 2004, the Debtors filed with this Court, that certain Application
for Order, Pursuant to Sections 327 and 328 of the Bankruptcy Code, Authorizing the
Employment of FTI Consulting, Inc., as Financial Advisors for the Debtors (the
“Employment Application”). On June 24, 2004, this Court entered an order authorizing
the employment of FTI by the Debtors, effective June 3, 2004.

3. This Application constitutes FTT's first application to this Court for compensation
for services rendered and expenses incurred as financial advisor to the Debtors. No
understanding exists between FTI and any other person for the sharing of the compensation
sought by this Application, except among the partners and associates of FTI. In addition, no
payments have been made or promised to FTT from any other source for services rendered or to
be rendered in connection with the Debtors’ chapter 11 cases.

4. To date a retainer has been paid to FTT in the amount of $150,000.00.

5. On June 8th, 2004, the Debtors filed its Motion for Interim Compensation
for Professionals establishing procedures, between fee applications, for the interim
compensation and reimbursement of expenses for professionals. The motion was
granted and an order was entered on June 24, 2004 (the “Compensation Order”).
Under the order, FTI is authorized to request re-imbursement, on a monthly basis for

90% of the fees rendered and 100% of the expenses incurred during the preceding



month.

6. The Interim Compensation Order also provides that professionals are to
tile and serve upon the notice parties an interim request (an “Interim Fee Application”)
for interim Court approval and allowance of the Monthly Fee Statements filed during
the quarter covered by that Interim Fee Application. If the Court grants the relief
requested by the Interim Fee Application, the Debtors are authorized and directed to
pay the professional 100% of the fees and expenses requested in the Monthly Fee
Statements covered by that Interim Fee Application, less any amounts previously paid
in connection with the Monthly Fee Statements. Any payment made pursuant to the
Monthly Fee Statements or an Interim Fee Application is subject to final approval of all
fees and expenses at a hearing on the professional’s final fee application.

7. The Applicant has filed the following Monthly Fee Statements for interim
compensation and reimbursement of expenses:

On August 9, 2004, FTI submitted a monthly fee statement
for the time period covering June 2, 2004 to June 30, 2004 (“June Fee
Statement”). After receiving a certificate of no objection, FTI was
paid on September 13, 2004, 90% of professional fees ($92,108.03)
and 100% of expenses ($9,223.92).

On September 13, 2004, FTI Submitted a monthly fee
statement for the time period covering July 1, 2004, to July 31, 2004
(“July Fee Statement”). After receiving a certificate of no objection,
FTT was paid on October 7, 2004, 90% of professional fees

($114,661.58) and 100% of expenses ($4,443.86) incurred during this
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period.

Concurrent with this First Interim Fee Application, FTI is
submitting a monthly fee statement for the time period covering
August 1, 2004 to August 31, 2004 (“August Fee Statement”). This
shall be subject to the same proceedings and objection period as the
aforementioned monthly fee statements.

8. During the First Interim Period, FTI rendered services to the Debtors in
the amount of $396,752.26, comprised of: 837.0 hours of services for total fees incurred
of $375,533.25 (Attached hereto as Exhibit A-3, is a detailed Statement of Services
Rendered, including a detailed accounting of time, task code and a description of the
task performed by each professional during the Invoice Period) and $21,219.01 in actual
and necessary expenses incurred by FTI (Attached hereto as Exhibit C is a detailed
Statement of Expenses Incurred, including date, description, and associated

professional for each expense item).

DESCRIPTION OF SERVICES

9. Pursuant to Me. LBR 2016-1(a)(3)(i), a full breakout and description of services
provided to the Debtors by FTI is set forth below and more specifically on Exhibit A attached
hereto.

A - Case Administration/Travel. FTI expended time in the overall project

planning, budgeting and staffing of this engagement. In addition, FIT conducted
periodic meetings with personnel involved in the Debtor’s reorganization to ensure
clear communication on key activities and issues arising in the case. These necessary

meetings have helped to maximize the efficient administration of the estate and helped



to avoid duplication of effort by professionals involved in the case. Half of actual travel
time to and from the Debtors” location is also included in this category. For a more
detailed daily description of services rendered for this category, see Exhibit A-3. For

hours and fees incurred in this category, see Exhibit A-1.

B - Fee Statement and Fee Application. During the Application Period, FTI
spent time coordinating billing, aggregating and formatting detailed time and expense
descriptions and developing narratives for the fee statements. For a more detailed daily
description of services rendered for this category, see Exhibit A-3. For hours and fees
incurred in this category, see Exhibit A-1.

C - Statements and Schedules. FTI assisted the Debtors in preparing the

Statement of Financial Affairs, the Statement of Assets and Liabilities, and the
corresponding footnotes for each of the Debtors. FTI led numerous work sessions and
meetings in which it provided the Debtors with guidance and assistance concerning the
type of information that was required for the Statements and Schedules, required
format and presentation and assistance with classifying and evaluating claims and other
items included on the Statements and Schedules. During these work sessions and
meetings, FTI also assisted the Debtors in assigning responsibilities and communicating
requirements to various departments and employees of the Debtors. FTI worked
closely with the Debtors in gathering preliminary information, validating, reconciling,
formatting and editing the required information. For a more detailed daily description
of services rendered for this category, see Exhibit A-3. For hours and fees incurred in
this category, see Exhibit A-1.

D - First Day Order Support including Strategy.  FTI reviewed the first day




motions and provided the Debtors and Debtors” Counsel with guidance and
recommendations on business points and financial and structural issues concerning
these motions. FTI also assisted the Debtors in identifying, gathering, reviewing,
formatting, analyzing, and organizing the financial and other information required to
support the first day motions and the Debtors’ affidavit for the first day motions
hearing. For a more detailed daily description of services rendered for this category, see
Exhibit A-3. For hours and fees incurred in this category, see Exhibit A-1.

E - Cash Flow/Cash Management. No time was spent on this area during the

Application Period.

E - Executory Contract Analysis. FTI supported the Debtors in its evaluation

process of executory contracts, including, but not limited to, the following tasks:
providing guidance on and gathering information about such contracts, developing
templates for gathering the required information, reviewing and analyzing executory
contract information, various discussions regarding the consequences/impacts of the
rejection/assumption of executory contracts, and the preparation of high-level rejection
analyses providing an estimated range of rejection values. For a more detailed daily
description of services rendered for this category, see Exhibit A-3. For hours and fees
incurred in this category, see Exhibit A-1.

G - Work Plan Support. FTI coordinated and assisted Debtors’ Counsel, as

appropriate, in the review and development of the Bankruptcy case work plan. For a
more detailed daily description of services rendered for this category, see Exhibit A-3.

For hours and fees incurred in this category, see Exhibit A-1.

H - Claims Analysis and Support. FII gathered and organized claims
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information provided by the Debtors and developed a comprehensive database of this
information to be used in the future for claims analysis, reconciliation and support. FTI
also developed information for and provided such information to the claims agent to
aid it in the notification process. For a more detailed daily description of services
rendered for this category, see Exhibit A-3. For hours and fees incurred in this
category, see Exhibit A-1.

I - Plan of Reorganization/ Confirmation Support. No time was spent on this

area during the Application Period.

| - Accounting Systems/Financial Reporting and MOR Support. FTI provided

the Debtors with guidance, assistance and recommendations regarding operational
accounting and accounting systems issues and procedures, such as adjustments to the
accounting systems and reporting requirements post bankruptcy, requirements,
procedures, and controls regarding the review, analysis and bifurcation of invoices
received post petition, classifications of various assets and liabilities and various
operational accounting issues related to bankruptcy. In addition, FTI supported to the
Debtors in the preparation and filing of its Monthly Operating Reports required by the
U.S. Trustee. For a more detailed daily description of services rendered for this
category, see Exhibit A-3. For hours and fees incurred in this category, see Exhibit A-1.

K - Assistance in Preparation and Analysis for Interested Parties. FTI assisted

the Debtors in gathering, formatting, analyzing, reviewing and preparing information
required for the Initial Debtors Conference with the U.S. Trustee. In addition, FTI
prepared certain analyses and gathered information that was subsequently provided to

various interested parties. For a more detailed daily description of services rendered
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for this category, see Exhibit A-3. For hours and fees incurred in this category, see
Exhibit A-1.

L - Meetings and Correspondence with Debtors or UCC and/or its Professionals.

FTI, in its role as financial advisor, conducted meetings and telephone calls and
managed correspondence between the Debtors and the UCC along with its
professionals. For a more detailed daily description of services rendered for this
category, see Exhibit A-3. For hours and fees incurred in this category, see Exhibit A-1.

M - Court Appearances and Trial Preparation. FTI reviewed various motions

and pleadings with the Debtors and Debtors” Counsel associated with the Bankruptcy
Court proceedings. For a more detailed daily description of services rendered for this
category, see Exhibit A-3. For hours and fees incurred in this category, see Exhibit A-1.

10. The FTI team consisted of professionals with accounting, auditing,
insolvency, corporate finance and business reorganization services expertise. A
summary of the experience for each professional is attached in Exhibit B. A summary
of hours and fees charged by professional are included in Exhibit A-2. FTI made every
effort to maximize the benefit to the Estate and to work with other professionals
employed in the case to avoid duplication of effort. The amount of services rendered by
FTI to achieve the results obtained for the benefit of the Estate was reasonable in light of
the complexity of the issues and the short time-frame presented. FTI judiciously
allocated responsibilities to minimize possible duplication of efforts. Compensation is
sought for participation by more than one professional only in instances where joint
participation was necessary because of the significant impact of a particular meeting,

the complexity of the problem involved, the specialization required or the need to
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preserve a continuity of representation. It is often necessary for more than one
professional to attend a meeting to facilitate communication of information rather than
to relay the information from individual to individual.

11.  FTI's services have directly benefited the estate and the fees and expenses
incurred are reasonable and necessary.

12.  Applicant further submits that the hourly rates charged by its
professionals during the period covered by this Application are no greater than the
customary hourly rates for such individuals both inside and outside of bankruptcy
cases. Applicant believes these rates are comparable to or less than those charged by
the bankruptcy and other professionals of other firms of comparable size, stature, and
experience.

13.  Pursuant to the Order Establishing Procedures for Interim Compensation
of Professionals entered on June 24, 2004, Notice of this Fee Statement has been served
upon (i) the Debtors, (ii) counsel for the Debtors, (iii) the Office of the United States
Trustee for the District of Maine, and (iv) counsel for the Committee.

14.  No previous motion for the relief requested herein has been made to this

or any other Court.

WHEREFORE, after appropriate notice and hearing, Applicant respectfully
requests the Court to approve, pursuant to 11 U.S.C. §§ 327, 331 and 503, interim
compensation in the amount of $375,533.25 and reimbursement of expenses in the

amount of $21,219.01, less any amounts previously paid to the Applicant pursuant to
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the Monthly Fee Statements and the procedure set forth in the Interim Compensation
Order, to authorize the Debtors to remit to Applicant any amounts due and owing in

accordance with the Interim Compensation Order, and to grant such further relief as is

just and proper.

FTI Consulting, Inc.
622 Third Avenue
New York, NY 10017-6707

D E e o
BY: \//“"‘w-m 4{// G et e
Randall S. Eisenberg =
Senior Managing Director
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FTI Consulting, Inc.

Exhibit A-1 of First Interim Period Fee Application

Statement ol Services Rendered
Pegasus Satellite Television, Inc., et. al.
Case No. 04-20878

Page T of 1

Code Task Description Hours Fees
A Case Administration / Travel 34.6 | $ 1715775
B Fee Statenent and Fee Application (Prepare Fee Application) 342 15.596.00
¢ Statements and Schedules (Prepare Schedutes and Statement of Financial Affairs) | 499.2 222.,400.00
D First Day Ovder Support including Strategy 92.5 42,340.00
E  Cash flow/ cash management/ cash collateral support 0.0 -
F  Executory Centract Analysis 49 22 476,50
G Werk plan support 4.8 1,992.00
H  Claims Analysis and Support 24.6 8.624.00
I Planof reorginization conformation support 0.0 -
J  Accounting systems /Financial Reporting and MOR Support G6B.5 31,296.50
K Assistance in preparation and analysis tor interested parties 17.6 7,766.00
L Meetings and Correspondence with Debtors or UCC andfor its Professionals 9.3 4,197.00
M Court Appearances & Trial Preparation 2.7 1,687.50
Total §37.0  $375.533.25




Exhibit A-2

Statement of Services Rendered by FTI Consulting, Inc (“FTI”)
Financial Advisor to Pegasus Satellite Television, Inc. et. al

(“Debtors”)
Applicant: Hours: Rate: Fees: Expenses: Total:
Randall Eisenberg 27.9 $625.00 $17,437.50 $0.00 $17,437.50
Jeff Stegenga 2.5 $625.00 $1,562.50 £0.00 $1,562.50
Terrence Grossman 182.0 $560.00 $101,920.00 | $4,573.43 | $106,493.43
Stephanie Newhall 150.6 $503.00 $75,771.00 $601.12 $76,372.12
Jarod Wada 289.7 $415.00 $120,204.75 | $16,044.46 | $136,299.08
Sumeet Johar 16.3 $445.00 $7,253.50 $0.00 $7,253.50
Lisa Kuhn 0.9 $520.00 $468.00 $0.00 $468.00
Julia Ubelhor 14.0 $340.00 $4,760.00 $0.00 $4,760.00
Ryan Gildersleeve 5.6 $310.00 $1,736.00 $0.00 $1,736.00
Sarah Andersen 88.5 $340.00 $30,090.00 $0.00 $30,090.00
Joshua Robinson 15.6 $286.00 $4,458.00 $0.00 $4,458.00
Joseph Giljum 32.5 $235.00 $7,637.50 $0.00 $7,637.50
Chris Tamm 9.4 $205.00 $1,927.00 $0.00 $1,927.00
Jason Melis 1.5 $205.00 $307.50 $0.00 $307.50
Total 837.0 $375,533.25  $21,219.00  §396,752.26 |
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