
UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
-------------------------------------------------------- 

 
 
x 

 

In re 
 
RELATIVITY MEDIA, LLC, et al., 

 
Debtors. 

-------------------------------------------------------- 

: 
: 
: 
: 
: 
x 
 

Chapter 11 
 

Case No.  18-11358 (MEW) 
 
(Jointly Administered) 
 
 

SUPPLEMENTAL OBJECTION OF THE UNITED STATES TRUSTEE TO THE 
DEBTORS’ MOTION FOR ENTRY OF INTERIM AND FINAL ORDERS: (I) 

AUTHORIZING THE DEBTORS TO (A) OBTAIN POST-PETITION FINANCING AND 
(B) USE CASH COLLATERAL; (II) GRANTING ADEQUATE PROTECTION;  

(III) MODIFYING THE AUTOMATIC STAY; (IV) SCHEDULING A FINAL  
HEARING; AND (V) GRANTING RELATED RELIEF 

 
TO:  THE HONORABLE MICHAEL E. WILES, 
 UNITED STATES BANKRUPTCY JUDGE: 
 

William K. Harrington, the United States Trustee for Region 2 (the “United States 

Trustee”), by and through his undersigned counsel, hereby submits this supplemental objection 

(the “Supplemental Objection”) to the motion of Relativity Media, LLC (“Relativity Media”), 

and its affiliated debtors in the above referenced chapter 11 cases (collectively, the “Debtors”) 

for orders: (I) authorizing the debtors to (A) obtain post-petition financing (the “DIP Facility”) 

and (B) use cash collateral; (II) granting adequate protection; (III) modifying the automatic stay; 

(IV) scheduling a final hearing; and (V) granting related relief (the “DIP Financing Motion”). 

In support of the Supplemental Objection, the United States Trustee respectfully represents and 

alleges as follows: 

I. INTRODUCTION 

 While discussions between the United States Trustee and counsel to the Debtors and the 

proposed lender, UltraV Holdings, LLC (“UltraV”), have been productive, certain requests for 

information and documents remain outstanding.  Additionally, the current evidentiary record 
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does not support all of the relief requested.  For these reasons, as further detailed below, the 

United States Trustee objects to approval of the DIP Financing Motion on the current evidentiary 

record.  

II. FACTS 

1. On May 9, 2018, the United States Trustee filed an objection (the “Initial 

Objection”) to the DIP Financing Motion.  ECF Doc No. 31.  The facts set forth in the Initial 

Objection are hereby incorporated by reference.1 

2. On May 9, 2018, the Court held an initial hearing on the DIP Financing Motion 

and certain other motions (the “First Day Hearing”).  At the First Day Hearing, the Court 

denied certain relief requested in the proposed interim order in connection with the DIP 

Financing Motion including, inter alia: (a) liens on avoidance actions and the proceeds thereof, 

(b) administrative priority as to avoidance action proceeds, (c) waivers for section 506(c) and 

552, (d) various case milestones, (e) the payment of UltraV’s professional fees and expenses 

incurred in connection with the DIP Facility, (f) advanced automatic relief from the automatic 

stay, (g) advanced approval of the right to credit bid, and (g) certain default provisions.  First 

Day Hearing, May 9 Tr. 108:25–114:18; ECF Doc. No. 74. 

3. At the First Day Hearing, the Debtors’ confirmed that Colin M. Adams was 

appointed CRO of the Debtors pursuant to powers given to UltraV under the RSA.  First Day 

Hearing, May 9 Tr. 29:15–18; ECF Doc. No. 74. 

4.  On May 14, 2018, the Court entered an interim order (the “Interim Order”) in 

connection with the DIP Financing Motion.  ECF Doc. No. 14. 

                                                           
1 Capitalized terms not otherwise defined shall have the same meaning as set forth in the Initial Objection. 
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5. Since the First Day Hearing, the United States Trustee has engaged in discussions 

with counsel to the Debtors and UltraV regarding the issues raised in the Initial Objection.  The 

United States Trustee has informally requested certain information and documents from the 

Debtors and UltraV.  The Debtors have provided certain information and documents in response 

to these requests.  Certain other requests to the Debtors, including requests for communications 

between the Debtors and their former management, remain outstanding.  Certain requests to 

UltraV remain outstanding. 

6. On May 17, 2018, the Debtors filed a motion (the “Sale Motion”) to enter into an 

Asset Purchase Agreement (the “APA”) with UltraV and to sell UltraV substantially all of the 

Debtors’ assets.  ECF Doc. No. 77.   

7. Attached to the APA is a consulting agreement between Ryan Kavanaugh and 

UltraV dated February 26, 2018 (the “Consulting Agreement”). ECF Doc. No. 77-2 at 51–62.  

The Consulting Agreement provides for Kavanaugh to enter into twelve-month consulting 

relationship with UltraV beginning on the effective date of the plan of reorganization 

contemplated by the RSA under which Kavanaugh will be paid $10,000 per month and 

reimbursed for expenses.  Id. at 52–53.  The Consulting Agreement also provides that if UltraV’s 

value reaches a certain threshold, Kavanaugh will be entitled to an equity award and a one-time 

payment of $5 million.  ECF Doc. No. 77-2 at 53. 

8. On May 18, 2018, the United States Trustee formed an official committee of 

unsecured creditors (the “Committee”).  See ECF Doc. No. 139. 

9. On May 25, 2018, the United States Trustee filed a motion to convert or dismiss 

the Debtors’ prior pending chapter 11 cases on the bases that (i) the confirmed plan (the “2016 

Plan”) is in material default, (ii) the Debtors have not timely filed tax returns, (iii) the Debtors 
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have not timely filed operating reports, and (iv) the Debtors have not paid statutory fees owed 

pursuant to 28 U.S.C. § 1930.  See Case No. 15-11989-MEW, ECF Doc. No. 2230. 

10. On May 31, 2018, the Court entered an interim bridge order (the “Interim Bridge 

Order”) with respect to the DIP Financing Motion.  ECF Doc. No. 217. 

11. On May 31, 2018, the United States Trustee conducted the meeting of creditors 

pursuant to section 341(a) of the Bankruptcy Code (the “Meeting of Creditors”). 

12. Upon information provided to the United States Trustee by the Debtors and as 

confirmed by testimony at the Meeting of Creditors, Kavanaugh had access to the Debtors’ 

computer systems (including server, e-mail, and bank accounts) during the period when the 

terms of the DIP Facility were negotiated.2  Kavanaugh was not fully disconnected from the 

Debtors’ computer systems until May 8, 2018.  Kavanaugh was not fully shut off from all bank 

account access until May 12, 2018.  

13. Upon information provided to the United States Trustee by the Debtors and as 

confirmed by testimony at the Meeting of Creditors, the Debtors’ records show that the Debtors 

may have paid Kavanaugh approximately $2.6 million in salary between April and November 

2016. 

 

 

 

 

 

                                                           
2 The United States Trustee will provide the Court with a copy of the transcript of the Meeting of Creditors as soon 
as it becomes available. 
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III. DISCUSSION 

The arguments set forth in the Initial Objection are hereby incorporated by reference.  

The Court should not approve certain of the requested relief on the current evidentiary record.  

The Debtors must demonstrate that the requested relief is warranted and that the DIP Facility is 

not part of an attempt to leverage the bankruptcy process for the benefit of UltraV.  Specifically, 

the United States Trustee objects, on the current record, to: 

a) Overly Aggressive Case Milestones: The United States Trustee understands from 

discussions with the Debtors and UltraV that new milestones will be set in accordance with the 

scheduling of the hearing on the Sale Motion.  The United States reserves his rights to object to 

the as-yet-to-be-determined milestones. 

b) Relief Related to Avoidance Actions:  In the months following the Effective Date of the 

2016 Plan, the Debtors paid substantial sums to its then co-manager Ryan Kavanaugh while it 

was unable to pay even administrative claims in accordance with the 2016 Plan.  Moreover, the 

Debtors’ books and records are in disarray, and the Debtors’ CRO cannot currently account for 

many of the transactions since the Effective Date.  This is a case that cries out for a robust 

investigation of potential avoidance actions.  The potential and incentive for conducting such an 

investigation may be hampered by the DIP Financing Motion’s (i) proposed minimal carveout 

for professionals, (ii) proposed liens on avoidance actions and the proceeds thereof, and (iii) 

proposed grant of priority with respect to avoidance actions. 

c) Good Faith Findings under 11 U.S.C. § 364(e):  The only evidence submitted in support 

of the proposed good faith finding is the conclusory statement in the Adams Declaration that 

“[d]uring the three-weeks leading up to the Petition Date, the Debtors and the UltraV group 

engaged in arm’s-length and spirited negotiations over the terms of the proposed DIP financing, 
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including its size and terms.”  Adams Declaration at ¶ 82.  However, Adams was appointed as 

the Debtors’ CRO pursuant to the powers given to UltraV under the RSA.  Additionally, Ryan 

Kavanaugh, who stands to benefit from a proposed sale to UltraV under the terms of the 

Consulting Agreement, had access to the Debtor’s computer systems and bank accounts during 

the time the DIP Facility was negotiated.  Absent evidence demonstrating that (i) Kavanaugh 

was not involved in the negotiations of the DIP Facility; and (ii) Adams exercised his business 

judgment without influence or interference from UltraV, the Court should not make the 

requested good faith finding.  

d)   Releases and the Challenge Period:  The DIP Financing Motion seeks the grant of 

certain releases subject to the Challenge Period in connection with the DIP Facility.  See DIP 

Financing Motion at 7.  The United States Trustee understands from discussions with the parties 

that some his outstanding requests for information and documents overlap with the Committee’s 

requests which are also outstanding.  As the Debtors and UltraV have yet to provide certain 

pertinent information and documents, the Challenge Period should be extended.  Additionally, 

the Debtors must demonstrate why the proposed releases are warranted under the circumstances 

and what consideration was given. 

e) Stipulations:  The DIP Financing Motion seeks the approval of wide-ranging stipulations 

by the Debtor, including as to the validity of the existing debt and the perfection of the security 

interests.  As the Court noted at the First Day Hearing, the proposed stipulations are overbroad.  

Additionally, any order should make clear that UltraV should not have credit bidding rights at a 

sale absent a specific evidentiary finding after notice and hearing.   
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IV.        CONCLUSION 

For the reasons set forth in this Supplemental Objection, the United States Trustee 

requests that the Court deny the DIP Financing Motion absent further evidentiary support and 

grant other relief as is just. 

 
Dated:   New York, New York  

  June 5, 2018 
       WILLIAM K. HARRINGTON 
       UNITED STATES TRUSTEE 
 
      By: /s/ Greg M. Zipes               
       Greg M. Zipes, Esq. 

Benjamin J. Higgins, Esq. 
Trial Attorneys 

       201 Varick Street, Suite 1006 
       New York, New York 10014 
       Tel. (212) 510-0500 
       Fax (212) 668-2255 
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