
Tuesday, June 16, 2015

Colt Files for Bankruptcy, 
Seeks August Auction
By Peg Brickley and Matt Jarzemsky

Colt Defense LLC filed for chapter 11 bankruptcy protection Sunday, warning its
business is in a fragile state and it needs a quick sale to survive. 

The bankruptcy filing was expected for the famed gun maker, which failed to win the
support of bondholders for a debt-reshaping agreement. Colt had said if it couldn’t
reach a deal, it would put itself up for sale in bankruptcy. 

Papers filed in the U.S. Bankruptcy Court in Wilmington, Del., estimate the company’s
debts and assets are both in the $100 million to $500 million range. Liabilities include
more than $100 million in top-ranking secured debt and the $250 million bond debt. 

Colt is racing to get to the auction block by Aug. 3, with an opening buyout offer from
Sciens Capital Management LLC, Colt’s private-equity backer. 

In court papers, Colt said it can’t afford a long court fight with bondholders, and could
have to liquidate if the chapter 11 proceeding becomes a long, litigious bankruptcy. 

According to the company, the “present situation concerning customer confidence
and its ability to meet current customer demands for finished rifles and handguns is
fragile.” Colt is under scrutiny from the U.S. government, which doesn’t want its
supply of weapons interrupted, court papers say. 

The company has secured $20 million in financing from its existing senior lenders to
continue operating while in bankruptcy and expects to remain in business after the
restructuring. 

The West Hartford, Conn., company, with a legacy dating to 19th century New
England, developed a pistol it calls “the gun that won the West” and enjoyed a
lucrative stretch in the late 1990s and early 2000s as supplier to the U.S. military of
the M4 line of firearms widely used by front-line troops. 

But Colt has struggled in recent years with supply-chain and working capital issues, a
slowdown in rifle sales and its 2013 loss of a key contract to supply the U.S. Army with
the M4. As a result of some of its operational issues, the company has had accounting
problems that caused it to revise prior years’ reported financial results and miss a
creditor’s initial filing deadline for an annual report, according to regulatory filings. 

As its cash dwindled, Colt spent much of the past year seeking financing and angling
for better terms and restructuring-plan support from creditors. 

It tried to win bondholders’ backing for a debt-for-debt exchange or a “prepackaged
bankruptcy” filing that could have smoothed its trip through chapter 11. But bond-
holders balked at the deals, either of which would have slashed the amount the
company owed them. As of June 1, just 5.9% of bondholders had registered their
support for Colt’s proposal, according to the company. 

Colt borrowed $70 million from Morgan Stanley last year to pay interest on its bonds,
and in February it warned it might not have enough cash to make an interest
payment by a June 15 deadline. This year it struck a $33 million refinancing deal with
hedge fund Marblegate Asset Management LLC that also freed up some additional
liquidity, according to filings. 

Ultimately, it failed to turn its performance around or negotiate a deal with all its
creditors before Monday’s payment deadline, people familiar with the matter said,
setting up a default. 

see Colt on page 3
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By Tom Corrigan

The Roman Catholic Archdiocese of Saint Paul and
Minneapolis, whose top two officials resigned
Monday in wake of criminal charges over the alleged
failure to protect children from abusive priests, is
facing an unprecedented convergence of litigation
that lawyers say will continue to pose serious chal-
lenges for the archdiocese’s leadership. 

In a statement Monday, Archbishop John C.
Nienstedt, who stepped down along with Auxiliary
Bishop Lee Anthony Piche, said he resigned to give
the archdiocese a new beginning. 

“My leadership has unfortunately drawn attention
away from the good works of His Church and those
who perform them,” he said. 

The resignations and recent criminal charges come
as church leaders across the country continue to
grapple with widespread allegations of child sexual
abuse at the hands of clergy and related lawsuits.
The abuse scandal has cost dioceses and other
Catholic institutions in the U.S. nearly $2.9 billion
since 2004 in compensation paid out to alleged
victims, according to a recent report issued by the
U.S. Conference of Catholic Bishops. 

“We’re at a new turning point, because we’ve never
had criminal issues in the midst of a Roman Catholic
bankruptcy,” said Patrick Wall, a former priest who
now works for Jeff Anderson & Associates, a law
firm representing a group of alleged abuse victims.
“The system is converging and applying full pressure
through civil, criminal and bankruptcy courts.” 

The Archdiocese of St. Paul and Minneapolis, home to
187 parishes and 825,000 parishioners, filed for
chapter 11 bankruptcy in January to halt several
abuse-related lawsuits from going to trial. Since then,
more than 200 abuse-related claims against the arch-
diocese have been filed, according to victims’ lawyers. 

Earlier this month, Minnesota officials brought criminal
charges, unprecedented in their scope, against the
archdiocese for its alleged role in endangering
children. The charges allege church officials didn’t do
enough to shield children from, among others, a priest
eventually convicted of possessing child pornography
and sexually abusing three boys. Nearly a dozen
church officials were named but not charged. 

Minnesota prosecutors said the failure to respond to
allegations of child abuse implicates “the highest
levels of leadership of the Archdiocese of Saint Paul
and Minneapolis over the course of decades.” 

Though the vast majority of abuse alleged in bank-
ruptcy court claims occurred decades ago, the
criminal investigation, which is ongoing, named much
of the archdiocese’s recent leadership and its role in
the alleged coverup of abuse as recently as 2012. 

“This is an incredibly complicated case at a very
complicated and challenging time for the

Archdiocese of Saint Paul and Minneapolis,” said
Charles Rogers, one of the attorneys representing
the archdiocese in its bankruptcy. Mr. Rogers
declined to comment further. 

David Clohessy, the national director of the Survivors
Network of those Abused by Priests or SNAP, said
that Monday’s resignations would bring some comfort
to Minnesota’s catholic community but noted that the
criminal charges involved many other church officials. 

“Fundamentally it doesn’t guarantee reform,” he said
of the archbishop’s resignation, adding that the
criminal allegations against the diocese involve a
number of current and former church officials. 

The criminal charges against the diocese and the
recent resignation of its top officials could give
lawyers representing alleged victims added leverage
as they negotiate the terms of a bankruptcy-exit plan
and compensation package for victims. The archdio-
cese, its insurance carriers and alleged victims were
ordered to begin mediation shortly after filing for
chapter 11 protection. 

“In terms of the archdiocese, this is going to call into
significant question their credibility, and credibility is
a critical aspect of any bankruptcy case,” said
Robert Kugler, a lawyer representing a group of
alleged abuse victims in the bankruptcy. 

Mr. Kugler said Monday’s resignations have helped
to repair some of the damage to the archdiocese’s
standing but only up to a point. 

“It still remains a serious issue,” he said. 

In a statement Monday, Archbishop Bernard Hebda,
who is in line to succeed the Archbishop of Newark
and who was appointed by Pope Francis to serve as
the administrator of the twin cities archdiocese until
a new archbishop is appointed, seemed to rule out
any sweeping changes to the way in which the arch-
diocese has handled the mounting abuse-related
lawsuits and subsequent bankruptcy. 

“The law of the church reminds us that an
Administrator is not to introduce change, but rather
to facilitate the smooth continuation of the ordinary
and essential activities of the church, while
advancing those positive initiatives to which the
Archdiocese is already committed, “ he said. 

In what could be the most far-reaching implication of
the criminal charges, lawyers for alleged abuse
victims are considering asking the court to authorize
an outsider to take control of the archdiocese during
its bankruptcy. 

Called chapter 11 trustees, such officials can be
appointed either at the request of creditors or gov-
ernment watchdogs when corporations in bankrupt-
cy or their officers are hit with criminal charges,
according to Jonathan Lipson, a law professor at
Temple University. 

Small Cap

Resignations, Charges Cloud Archdiocese Bankruptcy

see Archdiocese on page 5
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By Peg Brickley and Matt Jarzemsky

Gun maker Colt Defense LLC is racing toward an
early-August bankruptcy auction that current owner
Sciens Capital Management hopes will allow it to
hang on to the business, minus more than $250
million in bond debt.

Creditors that stand to be wiped out in bankruptcy
court are gearing up to weigh in on the rescue plan,
which threatens to leave many with little to show for
their faith in the well-known brand. 

The maker of “the gun that won the West” filed for
chapter 11 protection Sunday, warning it’s in fragile
condition and can’t survive a long, contentious bank-
ruptcy. Customer confidence is sagging, suppliers
are nervous, and Colt says the 40% of its revenues
that come from government business are at risk as
long as its future remains uncertain. 

The West Hartford, Conn., manufacturer is planning
an Aug. 3 auction, with Sciens in the lead biding slot.
Colt’s slated to face creditors Tuesday in the U.S.
Bankruptcy Court in Wilmington, Del, where the
company retreated after failed efforts to negotiate its
way out of a financial bind.

Declining demand for modern sporting rifle sales
from 2013 peak levels as well as declines in
aggregate handgun demand hurt Colt’s revenues,
which took a hit in 2013 when the company lost 
the contract to supply the U.S. government with the
M4 rifle.

Sciens is offering to pay enough for Colt to cover
bankruptcy financing that will keep the company
afloat, and pay off secured debt. Top-tier loans
amounted to about $108 million as of the Sunday
bankruptcy filing. Bankruptcy financing could reach
$20 million, court papers say.

By offering to pay off senior lenders, Sciens has
essentially neutralized them, and set up a scenario
where it will be butting heads with bondholders
owed $250 million. Before the bankruptcy filing,
bondholders balked at the company’s offer to settle
its debts out of court with new, discounted debt. 

Unless a new bidder steps up, bondholders will take
a beating in Colt’s high-speed bankruptcy, court
papers say. 

The company has a large number of “mom and pop”
bondholders, Chief Restructuring Officer Keith Maib
said in court papers. While retail bondholders
number around 2,700, fewer than 50 institutional
investors hold about three-quarters of the dollar
value of the bonds, he said.

Well-known companies often attract more interest
from retail investors, market participants say. The
divide in dealing with retail holders and the big
investors working with legal and banking advisers
thwarted Colt’s efforts to cut a deal with bondholders
ahead of the chapter 11 filing, Mr. Maib said. 

The divide in dealing with retail holders and sophisti-
cated institutional investors working with legal and
banking advisers complicated Colt’s efforts to cut a
deal with bondholders ahead of the filing, its CRO said.

A lawyer for bondholders that have been negotiating
with the troubled company for months could not
immediately be reached for comment Monday.

Creditors in major corporate bankruptcies typically
campaign for more time and more marketing for dis-
tressed businesses. Sales to insiders are particularly vul-
nerable to question, as big stakeholders have the upper
hand when it comes to weighing restructuring options.

Colt seems to have braced for such an attack, turning
to members of the board of directors that are said to
be independent of Sciens to review the proposed
buyout deal. Former U.S. Army Chief of Staff General
George W. Casey, Field Marshall the Lord Guthrie of
Craigiebank, who is the former chief military adviser
to two prime ministers of the U.K., and Alan Miller, a
well-known bankruptcy lawyer who retired from Weil
Gotshal & Manges ten years ago, looked over the
Sciens deal before Colt agreed to it, court papers say.

“I can exercise my independent judgment, free of
any conflicts,” Mr. Miller said Monday, adding he has
no prior relationship with Colt, Sciens or any major
player in the chapter 11 proceeding.

At Tuesday’s court hearing, Colt will ask for orders
that will allow it to keep its business healthy and
operating pending the sale. In the coming weeks, an
official committee will be named to represent
unsecured creditors, and that panel will weigh in on
the sale plan, the bankruptcy financing, and other
crucial moves.

Write to Peg Brickley at peg.brickley@wsj.com and
Matt Jarzemsky at matthew.jarzemsky@wsj.com

Sciens Capital’s Bid to Hold On to Colt Faces Court Test

Colt traces its roots to New England inventor and indus-
trialist Samuel Colt, a pioneer in the mass production of
the revolver who opened his first plant in Paterson,
N.J., in 1836, according to the company’s website. 

Its fortunes have ebbed and flowed over the years,
including a previous trip through chapter 11 bank-
ruptcy, from which it emerged in 1994. 

Sciens Management recently owned 87% of the
company, according to a regulatory filing. Some of
Sciens’s principals own stakes in the owner of its West
Hartford facility, which has a lease expiring in October. 

Write to Peg Brickley at peg.brickley@wsj.com and
Matt Jarzemsky at matthew.jarzemsky@wsj.com

Colt
continued from page 1
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By Jacqueline Palank

California retailer Anna’s Linens Inc. filed for chapter
11 Protection Sunday with plans to sell its chain of
home goods stores.

In court papers filed Monday, Anna’s Linens said it is
currently in talks with New York investment firm DW
Partners LP to sell its retail chain in a deal it hopes
will save employees’ jobs. It has until Friday to
confirm a bid, which could then be put to test at a
bankruptcy-court-overseen auction. 

The retailer’s backup plan, should a going-concern
sale not pan out, is liquidation. It has already struck
a deal with liquidators Hilco Merchant Resources
LLC and Gordon Brothers Retail Partners LLC, which
has offered Anna’s Linens between $61.5 million and
$67 million in exchange for the right to run store-
closing sales.

Earlier this month, The Wall Street Journal reported
that Anna’s Linens was seeking a buyer to lead off
the bidding at a bankruptcy-court-overseen auction
of some or all of its stores. 

A company representative and its bankruptcy
attorney couldn’t be reached for comment Monday.
A DW Partners representative declined comment.

The Costa Mesa, Calif., seller of bedding, curtains
and home decor reported assets of $50 million to

$100 million and debts of $100 million to $500
million in its chapter 11 petition, filed Sunday with
the U.S. Bankruptcy Court in Santa Ana, Calif. 

Last year, the company took out an $80 million
senior secured loan from Salus Capital Partners and
Downtown Capital Partners to help refinance its
existing debt. The company fell out of compliance
with the loan earlier this year, and while its lenders
agreed to waive the default, its vendors pulled back
the merchandise they were shipping, causing
another default. 

In court filings, Anna’s Linens pointed to its overam-
bitious expansion, accumulation of excess inventory
and failure to resonate with millennial shoppers as
being among the challenges it faces.

Founded in 1987 by Chairman Alan Gladstone, and
named for Mr. Gladstone’s mother, the company said
it employs more than 2,500 people at its more than
260 stores in 19 states. 

Anna’s Linens previously filed for bankruptcy in 1993,
blaming a decline in consumer spending in the early
1990s, according to a regulatory filing. 

The law firm of Levene, Neale, Bender, Yoo & Brill is
representing Anna’s Linens in its bankruptcy case,
numbered 15-13008.

Write to Jacqueline Palank at
jacqueline.palank@wsj.com

Small Cap

Home Goods Retailer Anna’s Linens Files Chapter 11

By Tess Stynes

Molycorp Inc. said it plans to take advantage of a 30-
day grace period for a $3.36 million semiannual interest
payment due Monday, during which the struggling rare-
earths elements miner and processor plans to evaluate
various options for restructuring its debt load.

Greenwood Village, Colo.-based Molycorp said the
decision won’t trigger any cross-default provisions in
other outstanding debt before the grace period ends
and shouldn’t affect its current operations.

Earlier in June, The Wall Street Journal reported that
the company—the only U.S. miner and processor of
rare-earths elements—plans to file for chapter 11
bankruptcy protection as soon as this month to
reduce its roughly $1.7 billion of debt.

The plan marked a dramatic turn for Molycorp,
which rode temporary concerns of a shortage in
rare earths—elements used in a host of electronic
devices—to a $6 billion market capitalization in
2011. But since then, China has relaxed restrictions
on exports of rare earths, oversupplying a 
market that is relatively small compared with 
those of coal or iron ore. Amid the glut, Molycorp
has posted a three-year streak of annual losses
through 2014.

Write to Tess Stynes at tess.stynes@wsj.com

Company To Watch

Molycorp to Use Grace Period to Explore Restructuring
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By Joseph Checkler

RadioShack Corp. filed a creditor-payback plan that
calls for unsecured creditors to share some of the
proceeds of a liquidation trust that would be created
after the electronics retailer leaves bankruptcy. 

In a Friday filing with U.S. Bankruptcy Court in
Wilmington, Del., RadioShack offered scant details
on its proposal, which it has already said would pay
off secured lenders including Cerberus Capital
Management LP. 

It has long been known that after its roughly $160
million sale to hedge-fund manager Standard General
LP earlier this year, RadioShack’s estate wouldn’t
have enough cash to pay many of its unsecured
creditors—owed as much as $500 million—in full. 

But the creditors have a plan. They have been eyeing
the former RadioShack’s insurance, some $90 million
worth of coverage available to pay damages if a case
can be made out that the retailer was wronged by its
managers. The liquidating trust is set up so the moment
RadioShack’s plan becomes effective, all possible
future causes of action related to the company’s man-
agement would be transferred to the trust. 

RadioShack’s bankruptcy has been run as a liquidating
chapter 11, a common form for distressed companies
that want to get the highest value for operating busi-
nesses. While the chapter 11 plan filed Friday sets out
how creditors would divide the assets, including
potential lawsuit claims over RadioShack’s failure, not all
have said they support the continuation as a chapter 11. 

Salus Capital Partners, a hedge-fund manager owed
$150 million, says it is time to shut down a chapter
11 proceeding that is running up “staggering” costs.
Bills to date and projections indicate the former
RadioShack will have to cover professional fees and
expenses of $45 million, Salus said in a filing earlier
this month. 

What is left of RadioShack can be dealt with efficient-
ly in a cheaper chapter 7 bankruptcy, according to
Salus. RadioShack hasn’t commented on the chapter
7 bid and didn’t immediately respond to a request for
comment Monday on whether it opposes Salus’s
request. If Salus’s bid is successful, RadioShack
would be liquidated by a chapter 7 trustee rather than
the company’s advisers and lawyers. 

Lawyers have said Salus is unlikely to be paid in full
from the bankruptcy sales, unlike senior lenders who
lent against the assets and Cerberus. 

Inventory and equipment in stores not taken over by
Standard General, which means a majority of the
4,000-store fleet of outlets RadioShack brought with
it to bankruptcy, have transformed into cash to pay
lenders in going-out-of-business sales. Standard
General’s purchase of the company saved about
1,700 stores from liquidation. 

RadioShack, facing more than $1 billion in debt, filed
for chapter 11 protection Feb. 5. The filing came
after a long decline for a 94-year-old brand, once
considered the go-to location for new technology. 

Write to Joseph Checkler at
joseph.checkler@wsj.com

RadioShack Files Liquidation Plan With Bankruptcy Court

Though such appointments are rare, Mr. Kugler said
he hasn’t ruled out requesting a trustee, which would
require approval from a bankruptcy judge and imme-
diately raise a host of constitutional issues and other
legal questions involving religious freedom. 

“We’re still reviewing the charges and analyzing their
implications, but I believe all options have to be on
the table,” he said. 

A spokesman for the Archdiocese of St. Paul and
Minneapolis declined to comment on the potential
appointment of a trustee. 

The archdiocese’s legal troubles could also create
distractions for alleged abuse victims and their
lawyers and could complicate their efforts to obtain
compensation from the archdiocese and its insurance
carriers. Much of what alleged victims recover in the
bankruptcy will depend on the outcome of negotia-
tions with the archdiocese’s insurance carriers. The
criminal charges could complicate potential insurance

recovery, since intentional or criminal actions are
typically excluded by insurance policies. 

“The insurers are always looking for an out, and I’m
sure they will try to use if this gives them some
added leverage,” said Paul Richler, a lawyer and
insurance coverage specialist not involved in the
archdiocese’s bankruptcy. 

A spokesman for the archdiocese declined to
comment on negotiations with insurers. 

In total, 14 Catholic dioceses and religious orders
have turned to chapter 11 in the past decade to
address waves of litigation related to alleged sexual
abuse by priests and others, the vast majority of
which allegedly took place decades ago. 

Catholic dioceses have used the breathing room
offered by chapter 11 to negotiate settlements with
alleged victims of sexual abuse by clergy members and
others, deals that can total many millions of dollars and
include nonmonetary forms of compensation such as
the release of long-shielded church documents
detailing the alleged abuse and subsequent coverup. 

-Ben Kesling contributed to this article. 

Write to Tom Corrigan at tom.corrigan@wsj.com 

Archdiocese
continued from page 2
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By Peg Brickley

The U.S. Supreme Court said Monday that bank-
ruptcy courts can’t award fees to a law firm for the
time its lawyers spent defending its fees in a nasty
billing dispute. 

The ruling grew out of a fight between law firm Baker
Botts LLP and copper miner Asarco LLC, which
hired the firm to handle its bankruptcy in 2005. Baker
Botts said the company should cover $5 million the
firm spent to defend its fee applications in court. 

Asarco disagreed, and a majority of the high court
sided with the company. Bankruptcy professionals
have to cover their own costs in a fight to get court
approval of their fees, the majority said. 

“Asarco has argued from the beginning that the
Bankruptcy Code’s plain text does not authorize
Baker Botts’ attempt to get paid from estate funds for
its purely self-interested work litigating over its under-
lying fee requests,” said Jeff Oldham, who argued the
case for the company before the Supreme Court.
Asarco is “gratified,” Mr. Oldham said.

“While we are of course disappointed in the holding
that bankruptcy attorneys may not be compensated
under Section 330(a) for defeating meritless objections
to their fee applications, we respect the Court’s conclu-
sion. We are gratified that the Court recognized Baker
Botts’ exceptional performance in the Asarco bankrupt-
cy, which led to the Fifth Circuit affirming a $4.1 million
bonus for Baker Botts’ extraordinary performance and
results—an outcome that remains undisturbed by the
Supreme Court’s opinion,” said Aaron Streett,
chairman of Baker Botts’ Supreme Court practice. 

In a 6-3 decision, the court rejected the law firm’s
contention that defense of fees is part of the
“services rendered” to the bankruptcy estate. In
bankruptcy proceedings, courts have the final say on
how much lawyers are paid in a case when the funds
come out of money that could go to creditors, and
anyone is allowed to challenge the fees. 

Judge Clarence Thomas, writing for the court, said
awarding fees to a law firm for defending its fees
would require a “particularly unusual deviation” from
the common-law rule that “each litigant pays his own
attorney’s fees, win or lose, unless a statute or
contract provides otherwise.” 

Three dissenting justices said there is indeed a
statute that provides otherwise, but the majority
misread it. “The statute permits compensation for
fee-defense work as a part of compensation for the
underlying services,” Justice Stephen Breyer wrote. 

Lawyers who handle corporate bankruptcies say the
high court ruling is a bad one, and warn troubled
companies and their creditors may ultimately pay the
price, as firms retreat from the work. 

“It’s going to render the practice of representing
debtors and creditors’ committee altogether 

unprofitable,” said Thomas Fawkes, a Chicago bank-
ruptcy lawyer who often represents official commit-
tees of unsecured creditors. 

Lenders to distressed companies and their lawyers
won’t be affected by the decision, said Brian Netter of
Mayer Brown LLP, a firm that typically represents banks
and other secured creditors in bankruptcy cases. 

“This creates two different categories of bankruptcy
lawyers,” Mr. Netter said. Lawyers for creditors’ com-
mittees and troubled companies, who have to file fee
applications, now face a heightened risk they will
have to spend to collect their money, he said.
Lawyers for secured lenders are generally paid as
part of bankruptcy-financing arrangements and their
fees aren’t easily challenged. 

Firms that work for companies and official creditors’
committees, however, must survive court review to
collect. Monday’s ruling tilts the playing field against
court-supervised professionals, who are now looking
at big legal bills of their own if they get into a scrap
over fees, Mr. Netter said. 

“A decision like today’s changes the incentive structure
for most of the parties and should reasonably cause
them to reconsider the steps they take in the course of
the bankruptcy proceeding,” Mr. Netter said. 

While relatively rare, open-court fee fights are a fact
of life for bankruptcy professionals. 

“Everyone at some point has to fend off an attack on
their fees. It doesn’t matter how high quality the work
is. It’s often used as offensive litigation tactic,” said
Mr. Fawkes, the Chicago bankruptcy lawyer.
“Sometimes the other side just wants to inflict pain.” 

The relationship between Grupo Mexico-controlled
Asarco and Baker Botts, which received $113 million
in fees for its work as Asarco’s counsel, soured when
it sued parent company Grupo Mexico for improperly
transferring Asarco’s main asset in the run-up to the
bankruptcy. After that, Baker Botts officials said
Asarco “attacked everything-time-entry descriptions,
task codes in invoices, staffing choices, and the
necessity and quality of various legal services.” The
chapter 11 case ended with Asarco’s owner agreeing
to pay all creditors in full after getting stuck with a
judgment of more than $6 billon. 

“Asarco was a huge case and Baker Botts made a
lot of money,” said Mr. Fawkes. “In that situation, it’s
a business decision whether to litigate in hopes of
collecting more.” 

Hardest hit will be the small- and medium-size firms
that represent small and medium-size companies in
bankruptcy court, he said. Large firms may be able
to absorb the cost of fee litigation, but a small firm
forced to spend $20,000 to defend a $100,000 fee
bill could wind up working for free, he said. That’s
not a business decision. 

High Court Rejects Lawyers’ Claim for Defense of Fees

see Fees on page 7
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By Stephanie Gleason

Surf retailer Quiksilver Inc. is at a high risk for default-
ing on debt that matures in the next two years,
according to a ratings agency, as the company is
plagued by business issues that slowed the delivery
of Quiksilver products to stores in North America.

Quiksilver, which in the 1970s pioneered boardshorts
for surfers—an updated swim trunk that shirked the
elastic waistband—was downgraded by Moody’s
Investor Services last week. Moody’s said the Quiksilver
could have difficulty refinancing its capital structure as
$33 million in lines of credit and bonds of 200 million
euros mature in 2016 and 2017 respectively. 

“Thus, the risk of default, including the potential for a
distressed exchange-type restructuring, is high,”
Moody’s said, lowering the company to deeper into
junk territory at Caa2 while maintaining a stable outlook.

A spokeswoman for Quiksilver declined to comment
on this story Monday. However, in a recent earnings
call company executives addressed these issues.

Global Chief Financial Officer Thomas Chambolle
explained during the call that the company’s clothing
had been arriving late to stores, affecting both revenue
and operations, as Quiksilver products missed early
season sales and then didn’t sell out, forcing a big
increase in markdowns on its merchandise. 

The management team, many of whom have been
appointed in the wake of this problem, said it
expects the issue to be fixed by the spring 2016
clothing season that begins in January.

As for liquidity, Mr. Chambolle said the company has
adequate liquidity to meet its needs during the next 12
months. (Moody’s also stated this in its report, citing it
as the reason for its stable outlook on Quiksilver.) The

company is “considering all the opportunities to
increase our liquidity for sure, but our main purpose
remains executing our business strategy and to
increase our profit and to be in good shape to be able
to refinance in 2017,” Mr. Chambolle said.

According to its earnings release, changes in currency
exchange rates also had a $30 million impact on
Quiksilver’s initial earnings outlook, guidance that
Quiksilver withdrew last week. The company had also
expected profitability in North America to have improved
when it provided the 2015 guidance, Quiksilver said.

For the second quarter of 2015, which ended April
30, revenues decreased to $333 million and margins
to 47.1%, resulting in a net loss of $38 million for the
quarter. During the same quarter of 2014, revenues
were $397 million, margins 48.9% and losses also
$38 million. 

Overall, Quiksilver has $787.7 million in debt. Its
adjusted ratio of debt to Ebitda, or earnings before
interest, taxes, depreciation and amortization, was
11 to 1, according to Moody’s. 

Founded in Australia but now based in Huntington
Beach, Calif., Quiksilver is one of the best-known
and longest-operating surf and snowboard clothing
brands. The company designs and distributes its
products under the Quiksilver, Roxy and DC brands. 

Write to Stephanie Gleason at
stephanie.gleason@wsj.com

Distress Watch is a regular feature that provides an
in-depth look at companies with significant financial
or operational problems. Inclusion of a company in
this category is not intended to suggest that it will file
for bankruptcy protection, default on its debt or
suffer any other financial failure.

Distress Watch

Quiksilver Faces Risk of Default in Coming Years

“You can’t set yourself up to lose a substantial
amount of money,” Mr. Fawkes said. 

Even bankruptcy-fee examiners, who are hired under
court order and charged with finding questionable
billing practices, argued against forcing bankruptcy
professionals to pay for defending their fees. 

“This can be added to the list of things that
Congress needs to fix in the bankruptcy code,” said
Robert Keach of Maine, a bankruptcy lawyer who is
often named as a fee examiner. “I think it is a very
bad outcome.” 

Grupo Mexico, which lost control of but then reac-
quired Asarco as part of the bankruptcy proceed-
ings, appealed the $5 million awarded for the
defense of the fees. A U.S. District Court upheld the
awards, and Asarco’s owner appealed again. The
Fifth Circuit ruled in the mining company’s favor on
the defense costs. 

Four justices joined Justice Thomas’s opinion in full
with Justice Sonia Sotomayor joining in part.
Justices Ruth Bader Ginsburg and Elena Kagan
joined in Justice Breyer’s dissent. 

-Patrick Fitzgerald contributed to this article. 

Write to Peg Brickley at peg.brickley@wsj.com

Fees
continued from page 6
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By Leslie Scism

A federal judge ruled that the U.S. government
exceeded its authority in its 2008 rescue of American
International Group Inc., handing former AIG Chief
Maurice R. “Hank” Greenberg a moral victory in a
case that once seemed unwinnable.

But the judge didn’t award Mr. Greenberg and 
other members of a class of about 287,000 
shareholders any money, accepting the govern-
ment’s arguments that the company’s alternative 
to the government bailout had been a bankruptcy
filing that likely would have left shareholders 
with nothing.

“The government’s unduly harsh treatment of AIG in
comparison to other institutions seemingly was
misguided and had no legitimate purpose,” judge
Thomas C. Wheeler of the U.S. Court of Federal
Claims wrote in his 75-page opinion.

At the center of the case is a dispute about the
breadth of the Federal Reserve’s powers, and the
limits on its discretion, during the financial crisis.

The government demanded a 79.9% equity stake in
the then-teetering financial-services conglomerate in
exchange for providing an $85 billion loan at an initial
14.5% interest rate. At the time, U.S. officials said
the government acted because AIG was so
entangled with other firms around the world that they
feared its collapse would be catastrophic to the
global financial system.

To award damages “would be to force the government
to pay on a propped-up stock price that it helped
create with an $85 billion loan,” Judge Wheeler wrote.

Mr. Greenberg’s class-action lawsuit maintained that
a decades-old law governing such emergency loans
by the Federal Reserve restricted the nation’s central
bank from taking the equity stake.

AIG by the end of 2012 had fully repaid the massive
bailout—which reached nearly $185 billion at its peak—
by divesting many units and returning to profitability in
its core property-casualty and life-insurance businesses.
The government earned a return of about $20 billion.

Write to Leslie Scism at leslie.scism@wsj.com

Judge Rules in Former AIG Chief’s Favor in Bailout Trial
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By Mike Spector

Lawyers representing consumers suing General
Motors Co. over a faulty ignition switch brought rack-
eteering claims against the auto maker, accusing the
company of conspiring with an outside law firm and
claims manager to conceal safety defects on millions
of vehicles now linked to more than 100 deaths.

Plaintiffs’ lawyers updated a lawsuit in New York to
allege GM worked with law firm King & Spalding LLP
and claims administrator ESIS to conceal information
about the defective switch, amounting to an unlawful
enterprise that violates the Racketeer Influenced and
Corrupt Organizations Act.

The court filing, made in a federal court in New York
late on Friday before a legal deadline, amends suits
for personal injury, wrongful death and declining car
values consolidated in what’s known as multidistrict
litigation.

The amended complaint seeks more than $10 billion
of damages and alleges GM engaged in mail and
wire fraud in connection with the defective ignition
switch. The switch can slip out of the run position
and disable safety features including air bags, power
steering and power brakes.

“This amended complaint was filed to meet the
court’s deadline,” a GM spokesman said. “It contains
no new information. We look forward to setting the
record straight in court.”

Spokeswomen for King and Spalding and ESIS
parent ACE Group declined to comment. King and
Spalding and ESIS aren’t named as defendants in
the suit.

GM hasn’t been charged with criminal wrongdoing
by any government authorities, and there aren’t any
guarantees the plaintiffs’ claims will succeed.

“I don’t know that we’re going to see a RICO claim
proved,” said Carl Tobias, a law professor at the
University of Richmond specializing in product
liability. “From what we know in the public record, I
think it might be difficult,” he said, though depending
on what plaintiffs’ lawyers have uncovered, “it’s not
necessarily frivolous.”

GM last year commissioned a report written by
former U.S. Attorney Anton Valukas that found the
auto maker didn’t engage in a concerted coverup
when failing for more than a decade to recall older
Chevrolet Cobalts and other cars with the switch
even though employees had internal evidence of
the problem.

Mr. Valukas’s report instead detailed what GM Chief
Executive Mary Barra called a “pattern of incompe-
tence and neglect” among employees that con-
tributed to the safety lapse. The report absolved
senior executives.

Ms. Barra dismissed 15 employees, including
lawyers and engineers, and overhauled the
company’s approach to safety issues after the
report was released. The company recalled roughly
2.6 million vehicles in early 2014 on account of 
the switch.

The auto maker in 2014 paid a $35 million regulatory
fine and signed a consent order acknowledging it
failed to alert regulators at the National Highway
Traffic Safety Administration to the safety defect in a
timely manner as required under federal law.

A victims’ compensation fund established by the
auto maker and run by outside lawyer Kenneth
Feinberg has tied more than 100 deaths and 200
injuries to the safety defect.

Current and former GM employees, including Ms.
Barra, are being deposed as part of the multidistrict
litigation. The U.S. Justice Department, meanwhile, is
weighing charging the auto maker with criminal wire
fraud after determining the auto maker likely made
misleading statements and concealed information
about the switch, people familiar with the matter
have said.

Ms. Barra earlier in the week declined to comment
on the possible wire-fraud charge. She said she met
with Justice Department investigators last year and
that GM continues to cooperate with the govern-
ment’s probe, adding that “anything else is pure
speculation and does no one any good.”

The lawsuit, meanwhile, alleges GM, King & Spalding
lawyers and ESIS claims administrators knew about
legal cases involving crashes where air bags didn’t
deploy because ignition switches had slipped out of
the run position, and worked to keep the safety
defect secret.

GM has previously denied accusations it conspired
with King & Spalding to engage in criminal or fraudu-
lent activity to conceal information about the
defective switch.

Write to Mike Spector at mike.spector@wsj.com

GM Faces Racketeering Claims in Ignition Suits
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By Costas Paris

It is a hard time to be a dry-bulk carrier.

Falling commodity prices and a rampant oversupply
of vessels have driven freight rates well below break-
even levels, prompting owners to increasingly scrap
or mothball their ships.

Declining demand from China and other major
importers for iron ore and coal has taken a heavy toll,
as those commodities make up about two-thirds of the
global bulk market. The 30-year-old Baltic Dry Index,
which measures freight rates, has plunged to its lowest
levels in decades. It hit a 29-year low in February.

“China’s gradual shift away from coal-fired power
plants to cleaner sources of energy like natural gas is
having a detrimental effect on bulk-shipping
demand,” said Basil Karatzas, a New York-based
maritime consultant, who advises some of the
world’s biggest shipping companies. “The BDI is at
630 points, way below the 2,000-to-3,000 break-
even levels, but there is some optimism that we have
reached the bottom and a recovery may slowly start
at the end of the year.”

China has also been limiting iron-ore imports from
major producers like Australia and Brazil while
building its own dry-bulk fleet, dealing a blow to
many owners looking to charter their vessels. Daily
freight rates for capesize vessels—the world’s
biggest carriers of commodities—are hovering
around $5,000 with a break-even point of around
$15,000, depending on the age of the vessel and its
financing arrangements.

“Time charters beyond a year for capes have all but
disappeared,” a Singapore-based broker said. “Add
to this a minimum 25% overcapacity, and many
owners are left with few options other than selling
their ships for scrap. It has really been a bloodbath
out there.”

So far this year 203 vessels have been scrapped,
with a total of 17 million deadweight tonnes taken off
the water, compared with 14 million dwt recycled in
all of 2014, according to maritime data provider
VesselsValue.com. Capes made up 10 million dwt of
this year’s tally.

Brokers said at least nine dry-bulk shippers have
filed for bankruptcy protection since the start of the
year, and the number may well double before the
end of the year. Deep-pocketed owners are increas-
ingly parking their capes at Asian ports to cut costs.

“There are at least 10 in hot layup, meaning they are
anchored, engines mothballed and crew cut to at
least half to rein in costs,” the Singapore broker said.
“We haven’t seen it like this since the 2009 global
economic crisis.”

Mr. Karatzas said that while hot layups were popular
during past down cycles, shutting down a modern
ship’s engines and electronics has become
expensive and complicated.

“You got insurance costs running, and for a proper
layup of around a year you need to fork out around
$1 million,” he said. “It is a substantial cost.”

Some still see opportunities in the highly volatile
market, however. Greek owners, expecting a
recovery by year’s end, have been busy investing
mainly in smaller Panamax vessels, designed to fit
through the Panama Canal.

“They are in the market for 10-year-old Panamaxes
that now go for a record-low average price of $9
million,” the Singapore broker said. “As the market
for new ships has dried up, they expect demand for
used vessels to rise by year’s end and sell them for
$12 million to $13 million. It is a gamble, but Greeks
are usually correct in reading the market 12 months
down the line.”

Write to Costas Paris at costas.paris@wsj.com

Financial Distress Plagues Dry-Bulk Carriers

Two parties have been cleared for talks to take over
the bankrupt Italian club Parma, according to the
Associated Press.

One party is reportedly led by retired American
baseball player Mike Piazza and the other by local
businessman Giuseppe Corrado, who runs a national
cinema chain.

In March, Parma was declared bankrupt with debts
of more than 200 million euros ($220 million).

A statement on Parma’s website says that two newly
registered companies, Nuovo Parma Calcio S.r.l.,
affiliated with Mr. Piazza, and Magico Parma FC
S.p.A., affiliated with Mr. Corrado, have presented
the proper paperwork and deposits to move forward
with negotiations.

After finishing last in Serie A, Parma was relegated to
the second division and needs to register for Serie B
by the end of the month. Otherwise it may have to
restart in the fourth division.

Two Parties Cleared to Vie for Bankrupt Parma



This is a summary of a request from IMRIS Inc. to
hire DLA Piper LLP (US) and DLA Piper (Canada)
LLP as counsel, filed June 10 with the U.S.
Bankruptcy Court in Wilmington, Del.

COMPANY: IMRIS Inc.

FIRM TO BE HIRED: DLA Piper LLP (US) and DLA
Piper (Canada) LLP

PRINCIPAL ASSIGNED TO THE CASE: Richard A.
Chesley

DUTIES: The firm will provide the following services:

- advising the debtors of their rights, powers and
duties as debtors and debtors-in-possession while
operating and managing their respective businesses
and properties under chapter 11 of the bankruptcy
code;

- preparing on behalf of the debtors all necessary
and appropriate applications, motions, proposed
orders, other pleadings, notices, schedules and
other documents, and reviewing all financial and
other reports to be filed in these chapter 11 cases;

- advising the debtors concerning, and preparing
responses to, applications, motions, other
pleadings, notices and other papers that may be
filed by other parties in these chapter 11 cases;

- advising the debtors with respect to, and assisting
in the negotiation and documentation of, financing
agreements and related transactions;

- reviewing the nature and validity of any liens
asserted against the debtors’ property and advising
the debtors concerning the enforceability of such
liens;

- advising the debtors regarding their ability to
initiate actions to collect and recover property for
the benefit of their estates;

- advising and assisting the debtors in connection
with any potential property dispositions;

- advising the debtors concerning executory
contract and unexpired lease assumptions, assign-
ments and rejections;

- advising the debtors in connection with the formu-
lation, negotiation and promulgation of a plan or
plans of reorganization, and related transactional
documents;

- assisting the debtors in reviewing, estimating and
resolving claims asserted against the debtors’
estates;

- commencing and conducting litigation necessary
and appropriate to assert rights held by the debtors,
protect assets of the debtors’ chapter 11 estates or
otherwise further the goal of completing the debtors’
successful reorganization; and

- providing non-bankruptcy services for the debtors
to the extent requested by the debtors.

HOURLY COMPENSATION: Members of the firm will
be compensated at the following hourly rates:

Richard A. Chesley, partner $985

Bruce Darlington, partner $700 
(Canadian)

Susan Friedman, partner $650 
(Canadian)

R. Craig Martin, partner $715

David E. Avraham, associate $525

Daniel M. Simon, associate $710

Jennifer A. Whincup, associate $400 
(Canadian)

Carolyn B. Fox, paralegal $260

CASE BACKGROUND: IMRIS Inc., a maker of image-
guided medical and surgical therapy systems, filed for
Chapter 11 bankruptcy protection on May 25.
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This is a summary of a request from the official committee of unsecured
creditors of Magnetation LLC to hire Cooley LLP as counsel, filed June 1 with
the U.S. Bankruptcy Court in Duluth, Minn.

COMPANY: Magnetation LLC

FIRM TO BE HIRED: Cooley LLP

PRINCIPAL ASSIGNED TO THE CASE: Cathy Hershcopf

DUTIES: The firm will provide the following services:

- attend the meetings of the committee;
- review financial and operational information furnished by the debtors to the
committee;
- analyze and negotiate the budget and the terms of the debtor-in possession
financing;
- analyze the value of the debtors’ assets;
- review and investigate the liens of purported secured parties;
- investigate alternatives to the transaction contemplated by the restructuring
term sheet attached to the debtors’ motion for debtor-in-possession
financing;
- analyze and participate in negotiations regarding potential amendments to
the debtors’ pellet off-take agreement with AK Steel;
- analyze and negotiate any proposed chapter 11 plan;
- confer with the debtors’ management, counsel and financial advisors;
- confer with the principals, counsel, and advisors of the debtors’ lenders and
noteholders;
- review the debtors’ schedules, statements of financial affairs and business
plan;
- advise the committee as to the ramifications regarding all of the debtors’
activities and motions before this court;
- file appropriate pleadings on behalf of the committee;
- review and analyze the debtors’ investment banker’s work product and
report to the committee;
- provide the committee with legal advice in relation to the chapter 11 case;
- prepare various applications and memoranda of law submitted to the court
for consideration; and
- perform such other legal services for the committee as may be necessary or
proper in this proceeding.

HOURLY COMPENSATION: Members of the firm will be compensated at the
following hourly rates:

Cathy Hershcopf, partner $950
Seth Van Aalten, associate $755
Robert B. Winning, associate $655
Jeremy Rothstein, associate $470
Rebecca Goldstein, paralegal $300

CASE BACKGROUND: Magnetation LLC, a mining company, filed for chapter
11 bankruptcy protection on May 5.
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Companies To Watch

Warren Resources Inc.
DISTRESSED EXCHANGE

Warren Resources Inc. secured a $250 million of debt refinancing in late May that included the exchange of
$69.6 million of unsecured high yield bonds for $47.2 million of first-lien debt. Although the refinancing
provides the New York-based domestic oil and gas exploration company with much-needed liquidity, the
exchange of debt at below par led Moody’s Investors Service to cut Warren’s corporate family rating by two
notches last week, to Caa2. In a press release on June 11, Moody’s analysts wrote that the transaction
provides only temporary relief from liquidity pressure for Warren. “In the current weak commodity price envi-
ronment, without significant operational expense reductions or asset sale proceeds, we don’t expect Warren
to generate sufficient cash flow from operations to cover the debt service and capital expenditures,” Moody’s
said. Warren had $14.7 million of cash on hand as of May 26, the company said in a statement. The transac-
tion, which also involved paying off an existing first-lien credit line, gave the company more flexible terms in
the new credit facility, Warren said. But for Moody’s, the higher interest cost at 9.5% per annum could lead
the company to exhaust its liquidity next year and require further debt or equity financing. Moody’s has a
negative outlook on the company.

MagnaChip Semiconductor Corp.
RATINGS DOWNGRADE

Standard & Poor’s Ratings Services cut its corporate credit rating on MagnaChip Semiconductor Corp. by
one notch last week, to triple-C-plus, citing tightening liquidity in coming years. In a press release on Monday,
S&P credit analysts said the Korea-based designer and manufacturer of analog and mixed-signal semicon-
ductor products is likely to see its cash on hand declining owing to weak profitability. The company reported,
in late May, a net loss of $20 million in the first quarter of 2015 on $165 million in revenue, compared with a
net loss of $21.6 million in the same quarter last year, on $164 million in revenue. MagnaChip’s Chief
Executive YJ Kim said the company continues to face “major challenges as a result of strategic missteps”
and is implementing a cost-reduction program as well as a review of its portfolio of products. MagnaChip has
no immediate debt maturity, with its $225 million of 6.625% bonds not due until 2021. However, S&P has a
“negative outlook” on the rating as it estimates free cash flow will be negative in the next 12 months and
reduce cash availability to around $50 million from $91 million at the end of the first quarter. There is also
uncertainty over legal disputes regarding MagnaChip’s restatement of financial results in February, S&P said.

Companies may be included on this list for a variety of reasons. The most common include these  events: • default - the
company defaults on a principal or interest payment • covenant problems - the company violates covenants on its debt
agreement • downgrade - the company's debt is significantly downgraded by a public ratings agency, or a ratings agency
indicates the company is vulnerable to default • going concern doubt - the company's auditors question whether the
company has the ability to continue as a going concern • litigation - a substantial monetary judgment resulting from a lawsuit
has been entered against the company. Inclusion of a company in this category is not intended to suggest that it will file for
bankruptcy protection, default on its debt or suffer any other financial failure.
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Summary of Claims Trading Data
Week of June 14, 2015

TOTAL NUMBER OF TRADES RECORDED: 148

TOP 10 CASES WITH ACTIVITY:

Company Number of Trades Total Face Amount 

LEHMAN BROTHERS HOLDINGS INC. 51 $363,294,162.76

LEHMAN BROTHERS, INC. 28 $251,524,231.34

PEREGRINE FINANCIAL GROUP, INC. 9 $8,156,202.50

SKYMALL, LLC 9 $141,639.12

BUILDING #19, INC. 7 $104,027.60

TRAINOR GLASS COMPANY 7 $21,530.98

ALLIED NEVADA GOLD CORP. 7 $1,014,274.07

GALEWOOD PLAZA LLC 3 $13,911.72

GASPARI NUTRITION, INC. 3 $458,089.70

FLEETWOOD ENTERPRISES, INC. 2 $141,251.92

BARRATT AMERICAN INCORPORATED 2 $947,849.00

COUTURE HOTEL CORPORATION 2 $26,795.30

MOST ACTIVE TRADERS:

Transferee Number of Trades

HBK MASTER FUND L.P. 22

DEUTSCHE BANK AG, LONDON BRANCH 13

TRC MASTER FUND LLC 10

HONNE II, LP 8

ARGO PARTNERS 8

DACA VI LLC 8

LIQUIDITY SOLUTIONS, INC. 6

BANC OF AMERICA CREDIT PRODUCTS, INC. 6

AG SUPER FUND INTERNATIONAL PARTNERS, L.P. 4

FIFTH STREET STATION LLC 4

BOTTICELLI, LLC 4

Source: Troller BK www.trollerbk.com/dbr

© 2013, TexHost, LLC All Rights Reserved. 

The Troller BK logo is a trademark of TexHost, LLC

https://www.trollerbk.com/dbr


Tuesday, June 16, 2015 |  dbr.dowjones.com
Copyright © Dow Jones & Company, Inc. All Rights Reserved. 15

More online at dbr.dowjones.com

Active Bonds
ACTIVE BANKRUPT BOND PRICE INDICATIONS

Most Previous Previous
Recent Trade Trade 

Issuer Coupon Maturity Price Price Date Change

ALTEGRITY INC 9.5 7/1/19 95.5 95.275 6/12/15 0.225

AMERICAN AIRLINES GROUP INC 4.625 3/1/20 96.125 96.125 6/11/15 0

AMERICAN AIRLINES GROUP INC 4.625 3/1/20 98.94 98.94 6/12/15 0

AMERICAN AIRLINES GROUP INC 5.5 10/1/19 99.252 99.0025 6/12/15 0.2495

AMERICAN AIRLINES INC 5.6 1/15/22 103.1 102.875 6/11/15 0.225

AMERICAN AIRLINES INC 3.7 5/1/23 98.625 99.25 6/12/15 -0.625

BPZ RESOURCES INC 8.5 10/1/17 14 25 6/11/15 -11

CAESARS ENTERTAINMENT OPERATING CO INC 5.75 10/1/17 42.5 41.15 6/12/15 1.35

CAESARS ENTERTAINMENT OPERATING CO INC 8.5 2/15/20 82.003 81 6/12/15 1.003

CAESARS ENTERTAINMENT OPERATING CO INC 11.25 6/1/17 78.5 78.603571 6/12/15 -0.103571

CAESARS ENTERTAINMENT OPERATING CO INC 9 2/15/20 80.875 81.25 6/12/15 -0.375

CAESARS ENTERTAINMENT OPERATING CO INC 10 12/15/18 25.35 25.5 6/12/15 -0.15

CAESARS ENTERTAINMENT OPERATING CO INC 10 12/15/18 26.25 25.75 6/12/15 0.5

CAESARS ENTERTAINMENT OPERATING CO INC 9 2/15/20 81.25 81.25 6/12/15 0

ENERGY FUTURE INTERMEDIATE HOLDING COMPANY LLC 12.25 3/1/22 113.125 113.375 6/12/15 -0.25

GENON AMERICAS GENERATION LLC 9.125 5/1/31 95.5 95.25 6/11/15 0.25

GENON AMERICAS GENERATION LLC 8.5 10/1/21 95.5 96.3 6/12/15 -0.8

QUICKSILVER RESOURCES INC 9.125 8/15/19 14.25 13.875 6/11/15 0.375

QUICKSILVER RESOURCES INC 7 6/21/19 64.9375 65 6/12/15 -0.0625

RADIOSHACK CORP 6.75 5/15/19 1.74 1.493 6/12/15 0.247

TEXAS COMPETITIVE ELECTRIC HOLDINGS CO LLC 11.5 10/1/20 62 61.875 6/10/15 0.125

UNITED CONTINENTAL HOLDINGS INC 6.375 6/1/18 104.38 106.373407 6/12/15 -1.993407

UNITED CONTINENTAL HOLDINGS INC 6 12/1/20 102.195 103.1 6/12/15 -0.905

WR GRACE & CO (CONNECTICUT DIVISION) 5.625 10/1/24 102.75 103.375 6/12/15 -0.625

WR GRACE & CO (CONNECTICUT DIVISION) 5.125 10/1/21 100.75 101.375 6/12/15 -0.625

Source: MarketAxess, marketaxess.com

Composite high yield bond price indications are compiled from various market sources, some of which may make a market in or have financial
interest in the issues for which prices are provided.  PRICES ARE INDICATIVE ONLY.  The information contained herein does not represent a
solicitation to sell or buy the underlying issues. Dow Jones shall not be held liable for any reason for any errors or omissions, delays or inac-
curacies in the indications or any decision made in reliance upon the indications.  Dow Jones shall not be liable to any person for any loss of
business revenues or lost profits or for any indirect, special, consequential or exemplary damages whatsoever, whether in contract, tort or
otherwise, arising in connection with the indications, even if Dow Jones has been advised of the possibility of such damages.  Dow Jones
makes no warranty whatsoever, express or implied, including specifically any warranty of merchantability or fitness for a particular purpose
with respect to the indications and specifically disclaims any such warranty.
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