UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA
In re: Chapter 11 Bankruptcy
INTREPID U.S.A., INC. Case No. 04-40416-NCD
AND JOINTLY ADMINISTERED CASES., Case No. 04-40462-NCD

Case No. 04-40418-NCD
Case Nos. 04-41924-041988-NCD

Debtors.

OPPOSITION OF THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS
TO APPLICATION FOR ALLOWANCE OF FEES OF MANCHESTER COMPANIES,
INC. FROM JANUARY 29, 2004 THROUGH MARCH 10, 2004

TO: The Debtors, Manchester Companies, Inc. and the United States Trustee

The Official Committee of Unsecured Creditors (the “Committee”), by and through its
undersigned counsel, hereby respectfully objects to the Application for Allowance of Fees of
Manchester Companies, Inc. (“Manchester”) from January 29, 2004 through March 10, 2004 (the

“Application”).

In its Application, Manchester seeks allowance and payment of $93,700 in fees from the
estates of all of Intrepid Entities (the “Debtors™). As Manchester admits in its Application, its
original agreement, the parent corporation Intrepid USA, Inc. and the other two debtors that were
part of the original filing (collectively, “Intrepid”) called for a fixed fee of $50,000 and an

additional $75,000 if Manchester successfully obtained replacement financing for DVL

Subsequent to the global settlement, the terms of Manchester’s employment were
changed from a fixed/contingent fee to hourly fees subject to court approval under Bankruptcy
Code § 327. The duration of Manchester’s employment was from January 29, 2004 through
March 14, 2004.



The Committee has reviewed the fee application and the objection thereto filed by the
Office of the United States Trustee. The Committee joins in the objection filed by the U.S.

Trustee. In addition, the Committee offers these observations:

1. As the U.S. Trustee noted in its objection, Manchester has billed large blocks of
time with minimal descriptions as to what was done during those blocks of time. Of equal
concern to the Committee is that some of these time entries do not correspond with time entries
submitted by the Debtors’ other professionals. One example of this problem is a 4.5 hour time
entry on Saturday January 31, 2004 by Mark Sheffert. The description offered for this time entry
is: “Conference calls w/Todd Garamella, John McDonald, Fredrikson & Byron re: Proxy
strategy.” The Committee was unable to locate any time entry in the First Fee Application of

Fredrikson and Byron (“Fredrikson”) that matched this description.

On February 16, 17 and 18, 2004 Faye Knowles counsel for Fredrikson recorded
telephone calls totaling 2.2 hours with Manchester regarding its employment application. These
calls do not appear anywhere in Manchester’s fee application. On the other hand, during these
same days, Mark Sheffert, the lead person at Manchester, billed 4.0 hours on February 16 for
“Conference call with DVI and Intrepid Counsel,” 5.5 hours on February 17 for “various
conference calls and calls with/Todd Garamella (Intrepid), John McDonald, Fredrikson & Byron,
DVI counsel re: settlement agreement,” and 3.5 hours on February 18 for “Phone call w/ Todd
Garamella (Intrepid) re: settlement agreement. Conference call w/Fredrikson & Byron and John
McDonald re: motion to appoint Trustee.” While Mr. Sheffert’s February 16 appears to match a
similar time entry of Jim Bailie of the same day, there is no corresponding time entry for Mr.
Bailie on February 17. On February 18, Mr. Bailie billed 1.9 hours for several tasks including

“telephone conference with J. McDonald and T. Garamello and M. Sheffert . . .”

2. The Committee does not understand why Manchester was involved in certain

tasks for which it is seeking compensation from the estates. The issues involved in DVI’s



attempted takeover of Intrepid through a proxy fight are legal in nature. It is inappropriate to
compensate Manchester for any work in connection with the defense of the proxy fight. Under
its agreements with Intrepid, Manchester was responsible for advising on the financial aspects of
Intrepid’s operations while in Chapter 11. As such, some of Manchester’s work appears to fall

outside the scope of its engagement.

3. The Committee questions whether all of Manchester’s work provided a benefit to
the Debtors and their estates. It appears to the Committee that some of Manchester’s work—
particularly those related to the settlement agreement whereby XRoads LLC was placed in
charge of the Debtors’ day-to-day operations—were designed to assist Mr. Garamella in
protecting his ownership interest in the Debtors rather than benefit the Debtors’ estates. While
that type of work is not per se inappropriate, the Debtors’ estates should not bear the cost of that

work.

4. There is one group of time entries for which the Committee is completely baffled.
On March 4, 2004, Alan Thometz, Mark Sheffert and Jim Geiser each billed 3 hours for the
preparation of a presentation to the Creditors’ Committee. No such presentation was ever made
to the Committee nor is counsel for the Committee aware of any such a presentation that was
offered to or requested by the Committee. In fact, on the same day that Manchester states it was
preparing a presentation to the Committee, counsel for the Debtor and the Committee were

involved in extensive face-to-face negotiations regarding the global settlement.



For the foregoing reasons, Manchester’s application should be denied with the right of

Manchester to submit a revised application.

Dated: October 1, 2004. Respectfully Submitted,

BUCHALTER, NEMER, FIELDS & YOUNGER

Jeffrzﬁ/?éar%klé, Esq. (CA No. 153496;

admifted pro hac vice)

18400 Von Karman Avenue, Suite 800
Irvine, California 92662

Telephone: (949) 760-1121

Facsimile: (949) 720-0182

-and-
LINDQUIST & VENNUM, P.L.L.P.

James A. Lodoen, Esq. (MN No. 173605)
George H. Singer, Esq. (MN No. 262043)
4200 IDS Center

80 South Eighth Street

Minneapolis, Minnesota 55402
Telephone: (612) 371-3211

Facsimile: (612) 371-3207
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CERTIFICATE OF SERVICE

Lisa Walker, under penalty of perjury, states that on October 1, 2004 she caused to be

served the following:

Opposition of the Official Committee of Unsecured Creditors to Application for Allowance of
Fees of Manchester Companies, Inc., from January 29, 2004 through March 10, 2004

By U.S. Mail and/or via facsimile, as indicated, on the parties listed on the attached service list.

Dated: October 1, 2004

Lis alker
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Fredrikson & Byron
200 S. Sixth Street, Suite 4000
Minneapolis, MN 55402-1425
(Fax: 612-492-7077)

Mark W. Sheffert
Manchester Companies, Inc.
4700 IDS Center

80 South Eighth Street
Minneapolis, MN 55402
(Fax: 612-338-4723)

Robert B. Raschke, Esq.
U.S. Trustees Office
1015 U.S. Courthouse
300 S. 4th Street
Minneapolis, MN 55415

Dennis Simon

Intrepid USA, Inc.

6000 France Avenue South, Suite 510
Edina, MN 55425

Todd J. Garamella

¢/o John McDonald

Robins, Kaplan

2800 LaSalle Plaza

800 LaSalle Avenue
Minneapolis, MN 55402-2015
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Service List

Michael Massad

Steven Holmes

Hunton & Williams

30th Floor, Energy Plaza
1601 Bryan Street
Dallas, TX 75201

George Singer

Lindquist & Vennum, P.L.L.P.
4200 IDS Center

80 South Eighth Street
Minneapolis, MN 55402-2205

DVI Financial Services, Inc.
c/o Clark T. Whitmore
Maslon Edelman, et al.
3300 Wells Fargo Center
90 S. Seventh Street
Minneapolis, MN 55402

DVI Business Credit Corp.
Richard Beck, Esq.

Klehr, Harrison, Harvey et al.
260 S. Broad Street
Philadelphia, PA 19102-3163



