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UNITED STATES BANKRUPTCY COURT 

FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

 

In re: 

 

Reading Eagle Company
1
, 

 

 Debtor. 

 

  

Chapter 11 

 

Case No. 19-11728-REF 

 

(Joint Administration Requested) 

 

In re: 

 

WEEU Broadcasting Company
2
, 

 

 Debtor.  

 

  

Chapter 11 

 

Case No. 19-11731-REF 

 

(Joint Administration Requested) 

 

DECLARATION OF SHAWN P. MOLIATU IN SUPPORT OF  

CHAPTER 11 PETITIONS AND RELATED MOTIONS  

Pursuant to 28 U.S.C. § 1746, Shawn P. Moliatu declares as follows: 

1.  I am at least 21 years of age and am competent to give this declaration.  I have 

knowledge of the matters to which I hereinafter attest, except where otherwise stated.  I have also 

reviewed the relevant documents of the above-captioned debtors and debtor-in-possessions (the 

“Debtors”) and have spoken with certain directors, officers and/or employees of the Debtors and 

certain professionals employed by the Debtors, as necessary, and where I have relied upon such 

information do believe such information to be true. 

2.  I am the Chief Financial Officer of the Debtors.  I am authorized to submit this 

declaration (the “First Day Declaration”) on behalf of the Debtors. 

3.  On March 20, 2019 (the “Petition Date”), the Debtors filed voluntary petitions in 

the United States Bankruptcy Court for the Eastern District of Pennsylvania (the “Court”).  The 

                                                 
1
 The last four digits of Debtor Reading Eagle Company’s tax identification number are 3740.   

2
 The last four digits of Debtor WEEU Broadcasting Company’s tax identification number are 8488.  
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Debtors will continue to operate their businesses and manage their properties as a 

debtors-in-possession. 

4.  I submit this First Day Declaration on behalf of the Debtors in support of (i) the 

Debtors’ voluntary petitions under chapter 11 of title 11 of the United States Code, (as amended, 

the “Bankruptcy Code”), and (ii) the Debtor’s “first-day” motions described in paragraph 6 below 

(collectively, the “First Day Motions”)
 3

.  The Debtors seek the relief set forth in the First Day 

Motions with the goal of allowing the Debtors to continue to operate post-petition and minimizing 

the adverse effects of the commencement of these chapter 11 cases (the “Chapter 11 Cases”) on 

their business.  I have reviewed the Debtors’ petitions and the First Day Motions, or have 

otherwise had their contents explained to me, and it is my belief that the relief sought therein is 

essential to ensure the continued survival of the Debtors and the success of these Chapter 11 

Cases. 

5.  The boards of directors of the Debtors have authorized the filing of this Chapter 11 

Case. 

6.  The Debtors are seeking relief on the following First Day Motions:  

(a)  Motion for Entry of Interim Order and Final Order Allowing Use of Cash 

Collateral (the “Cash Collateral Motion”); 

(b)  Motion for Entry of Interim Order and Final Order Approving Debtor-in-

Possession Financing (the “DIP Motion”);  

(c)  Motion for Entry of an Order Authorizing Payment of Pre-Petition Employee 

Related Obligations and Related Relief (the “Employee Obligation Motion”); 

                                                 
3
 Some or all of the First Day Motions may be filed on the day following the Petition Date. 

Case 19-11728-ref    Doc 12    Filed 03/21/19    Entered 03/21/19 13:14:25    Desc Main
 Document      Page 2 of 26



3 

 
03/21/2019 SL1 1577808v4 006370.02031 

(d)  Motion for Entry of Interim Order and Final Order Determining Adequate 

Assurance of Payment for Utility Services (the “Utility Motion”); 

(e)  Motion for Entry of an Order (I) Authorizing the Debtors to Maintain Existing 

Bank Accounts, Business Forms and Books and Records (the “Bank Accounts and Books 

Motion”); 

(f)  Motion for Entry of an Order Authorizing the Debtors to Honor Certain 

Prepetition Obligations for the Benefit Of Customers, Subscribers and Advertisers and to 

Otherwise Continue Customer Programs and Practices in the Ordinary Course of Business and 

Honor Payments to Critical Vendors (the “Customers Program & Critical Vendor Motion”); 

(g)  Motion for Entry of an Order Authorizing the Debtors to pay Pre-Petition 

Taxes (the “Pre-Petition Tax Motion”); 

(h)  Motion for Entry of an Order Authorizing the Debtors to Continue Pre-Petition 

Insurance Coverage and Honor Obligations Related Thereto (the “Insurance Motion”); and 

(i)  Motion for Entry of an Order Authorizing Redaction of Customer and 

Shareholder Addresses from Matrix and List of Equity Security Holders (the “Redaction 

Motion”).  

I.  INTRODUCTION 

7.  Debtor Reading Eagle Company is the leading local news source in southeastern 

Pennsylvania’s Berks County.  It publishes the Reading Eagle daily newspaper (the “Reading 

Eagle”) and a companion website.  It also has a print division (R.E.P.), a promotions division 

(Pretzel City Productions), and publishes South Schuylkill News, a weekly paper serving the 

South Schuylkill County region. 
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8.  Debtor WEEU Broadcasting Company is a wholly-owned subsidiary of Debtor 

Reading Eagle Company.  WEEU Broadcasting operates the WEEU radio station. 

9.  The Reading Eagle Company was founded in 1868 by Jessie G. Hawley and his 

father-in-law’s cousin, William S. Ritter.  They published the Reading Eagle together until ending 

their partnership ended in 1874.  Hawley remained sole publisher of the Reading Eagle until his 

death in 1903.  The Reading Eagle has remained in this same family for generations since. 

10.  Since August, 2011, when he first joined the Company, Peter Barbey has served 

as the President and Chief Executive Officer of Reading Eagle Company.  He is Jessie Hawley’s 

great-great-grandson.  Barbey and his predecessors have consistently invested in the company and 

Berks County, knitting the newspaper into the community for 150 years.  Mr. Barbey also owns 

approximately 15.64% of the stock of Reading Eagle Company, with the remainder of the stock 

being owned by members of the extended family. 

11.  The Reading Eagle is published daily, with average circulation of 37,178 Monday 

through Friday and 51,180 on Sunday.  Its circulation revenue trends in recent years have beaten 

industry averages – a result of hands-on management, exceptional customer service and a strong 

local franchise.  Its companion website, ReadingEagle.com, averages nearly 600,000 unique users 

and 3.2 million pageviews a month and traffic is growing steadily.  South Schuylkill News 

distributes weekly to nearly 2800 households in and around South Schuylkill County. 

12.   WEEU is a news/talk station that broadcasts at 830 kHz on the AM band with 

20,000 watts of power daytime and 6,000 watts of power during nighttime.  WEEU offers news, 

talk, sports and weekend music programming to a market of 400,000 plus people in and directly 

around Berks County.  Programming includes specialty programs like scholastic sports 
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broadcasts; Penn State football, Philadelphia Phillies, Eagles and 76ers broadcasts; and an 

interactive call-in talk show. 

13.  In 2009, the Reading Eagle Company took on substantial debt to complete a 

significant expansion to its downtown presence with the opening of a 77,000-square-foot addition 

to its headquarters at 345 Penn Street, Reading Pennsylvania.  The facility was built to house a 

new press and consolidated distribution center.  

14.  While the Debtors’ loss of advertising revenue has been an ongoing problem for 

many years, in just the past three years, it has declined from almost $17,000,000 in 2016 to about 

$12,600,000 in 2018.  

15.  The rapid loss of advertising revenue has, in turn, led to deterioration in earnings 

before interest, taxes, depreciation and amortization (“EBITDA”), a common benchmark for 

performance of a business, including media businesses like the Reading Eagle Company. 

16.  In 2016, Reading Eagle Company generated EBITDA of about negative $916,000 

on sales of about $35,200,000.  In 2017, the Reading Eagle Company generated EBITDA of 

about negative $3,340,000 on sales of about $31,700,000.  And in 2018 the Reading Eagle 

Company generated EBITDA of about negative $4,000,000 on sales of about $28,200,000.  

17.  As a result of their financial issues, in 2009 the Debtors defaulted on their loan 

(the “Santander Loan”) from Santander Bank, N.A., previously known a Sovereign Bank 

(“Santander Bank”).  The Santander Loan was secured by substantially all of the assets of the 

Debtors.  At the time of the default the Debtors owed Santander approximately $25,000,000 plus 

certain swap exposure. 

18.  BWH Media, LLC (“BWH Media”) is a wholly owned subsidiary of Black 

Walnut Holdings, LLC (“Black Walnut”).  The sole member of Black Walnut is US Trust 
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Company, as directed trustee of the Edwin Q. Barbey Children’s Trust FBO Peter Barbey (the 

“Barbey Trust”).   

19.  In 2016, Peter Barbey caused BWH Media to acquire the Santander Loan from 

Santander Bank. 

20.  Since the acquisition of the Santander Loan by BWH Media, the Debtors have 

continued to operate at a significant cash flow loss.  In order to keep the Debtors in operation, 

Mr. Barbey has caused Black Walnut to provide numerous additional loans (the “Additional 

BWH Loans”) averaging about $250,000 per month.  The Additional BWH Loans became part of 

the Santander Loan (now owned by BWH Media) and are secured by substantially all of the 

assets of the Debtors. 

21.  Subsequent to the acquisition by BWH Media of the Santander Loan, the Debtors 

undertook a number of initiatives intended to stabilize the business and position it for the future as 

a stand-alone community media company.  Up to this point, despite substantial cost savings 

measures, including newsroom layoffs, the Company’s increased costs, such as newsprint, and the 

Company’s fixed costs have eaten up cost cutting measures while overall revenue declines.  The 

only large pool of costs available to cut are now in the newsroom, which cannot bear millions of 

dollars of cuts.  Unfortunately, it has now become apparent to the Debtors and Mr. Barbey that, 

despite their best efforts, the Debtors are no longer a sustainable stand-alone business under the 

current cost structure. 

22.  To preserve going-concern value and enable the Debtors to continue to serve the 

Berks County community, for about the last year, the Debtors have been exploring their strategic 

alternatives.  As part of that effort, Mr. Barbey personally contacted entities active in the media 

industry. 
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23.  In addition, on December 4, 2018, the Debtors engaged Dirks, Van Essen, Murray 

and April (“Dirks”) to solicit interest from third parties with respect to a possible merger, 

consolidation, tender or exchange offer, or sale or exclusive license of all or a majority of the 

Debtor’s assets or outstanding equity interests. 

24.  Dirks drafted marketing materials and contacted potentially interested parties as 

detailed below (the “Prepetition Marketing Process”).  In consultation with the Debtors’ 

management, Dirks prepared an information memorandum summarizing the Debtors’ business 

and the opportunity presented as well as financial and other information.  Based on prior industry 

relationships and additional research, Dirks compiled a list of potential strategic and media-

focused financial buyers who might be interested in investing in or acquiring the Debtors.  The 

Debtors also built a comprehensive online data room to facilitate due diligence requests from 

potential investors or buyers. 

25.  Dirks contacted 23 potential investors or purchasers and distributed the 

information memorandum to 13, all of which executed non-disclosure agreements.  The parties 

that executed non-disclosure agreements were provided access to a confidential data room 

established by Dirks and four of them conducted interviews with the Debtors’ management 

(collectively, “Diligence Information”).  The Diligence Information provided prospective 

investors or buyers with detailed information on, among other topics, the Debtors’ business, 

strategy, growth opportunities, technology, legal and regulatory matters, and historical and 

projected financial performance. 

26.  As the Prepetition Marketing Process continued, a process letter was sent to one 

party establishing a bid deadline of March 14, 2019.  One letter of intent was received by the 
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deadline but the offer reflected in that letter of intent was not acceptable.  As a result, Dirks 

continues to look for and engage with parties to explore possible transactions.
4
 

II.  THE DEBTORS’ FIRST DAY MOTIONS 

27.  I have formed opinions as to (a) the necessity of obtaining the relief sought by the 

Debtors in the First Day Motions, (b) the need for the Debtors to continue to effectively operate, 

and (c) the negative effects if the Debtors do not obtain the requested relief.  My opinions are 

based upon my first-hand experience, my review of the relevant documents, my discussions with 

other members of the Debtors’ management team and the Debtors’ advisors. 

28.  I reviewed each of the First Day Motions and participated in the preparation 

thereof I believe, to the best of my knowledge, that the facts set forth in the voluntary petition and 

the First Day Motions are true and correct.  This representation is based upon information and 

belief and my thorough review of various materials and information, as well as my experience 

and knowledge of the Debtors’ operations and financial condition.  Based upon the foregoing, if 

called to testify, I could and would testify competently to the facts set forth in each of the First 

Day Motions. 

29.  The relief sought in the First Day Motions will minimize the adverse impact of 

this case on the Debtors’ customers, employees, and suppliers, while allowing the Debtors to 

maximize value for their creditors.  I believe that the relief sought in the First Day Motions is 

necessary to enable the Debtors to operate effectively as a debtors-in-possession. 

30.  Some of the First Day Motions request authority to pay or otherwise honor certain 

                                                 
4
  Very recently, I expressed interest in forming a group of investors to make a bid for the assets of the 

Debtors.  In order to avoid any actual or perceived conflict, I will not participate in the sale process during these 

bankruptcy proceedings other than as a bidder unless and until I confirm that I no longer intend to participate in 

any bid.  I did participate prior to the Petition Date in providing information to interested parties.  However, at 

the time I did so, I had not yet assembled an investor group and, as of the Petition Date, I have had only 

preliminary conversations with potential investors.  
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prepetition claims.  I am advised that Rule 6003 of the Federal Rules of Bankruptcy Procedure 

(the “Bankruptcy Rules”) provides that “except to the extent relief is necessary to avoid 

immediate and irreparable harm,” the court shall not consider motions to pay prepetition claims 

during the first twenty (20) days after the filing of a petition.  As set forth in more detail below 

and in the First Day Motions, I believe that the Debtors’ requests for authority to pay prepetition 

claims are narrowly tailored to those circumstances where the failure to pay such claims would 

bring immediate and irreparable harm, or which would otherwise be entitled to administrative 

priority under the Bankruptcy Code. 

B.  Operational Motions 

Cash Collateral Motion 

31.  On May 1, 2008 (the “Santander Loan Date”), Debtor Reading Eagle Company 

entered into an agreement (the “Santander Loan Agreement”) and related documents (collectively, 

the “Santander Loan Documents”) pursuant to which, among other things, Santander Bank loaned 

Reading Eagle Company the sum of $27,275,000 (as previously defined, the “Santander Loan”), 

and the Reading Eagle Company granted Santander mortgages and other liens (collectively, the 

“Santander Reading Eagle Lien”) on substantially all of its assets to secure the Santander Loan. 

32.  In June 2010, Reading Eagle Company and WEEU entered into that certain 

forbearance agreement with Santander, (the “2010 Santander Forbearance Agreement”), whereby  

Santander agreed to forbear from exercising its rights against Reading Eagle Company under, and 

modify certain terms of, the Santander Loan, in return for, among other things, WEEU’s guaranty 

of the Santander Loan, and its execution of the WEEU Security Agreement, pursuant to which 

WEEU granted Santander a lien  (the “Santander WEEU Lien,” and together with the Santander 

Reading Eagle Lien, the “Santander Liens”) on substantially all of its assets to secure the 
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Santander Loan.  The Debtors believe the Santander Loan is secured by a first priority lien in the 

Debtors’ cash collateral. 

33.  On September 27, 2016, BWH Media, LLC (“BWH”)
5
 purchased the Santander 

Loan from Santander. 

34.  On June 30, 2010, Reading Eagle Company and the Commonwealth of 

Pennsylvania’s Department of Community and Economic Development, acting through the 

Machinery and Equipment Loan Fund (“MELF”), entered into a loan agreement (the “MELF 

Loan Agreement”), pursuant to which, among other things, MELF loaned Reading Eagle 

Company the sum of $1,000,000 (the “MELF Loan”), to finance the purchase of certain printing 

press equipment, and Reading Eagle Company granted MELF a lien (the “MELF Lien”) on such 

equipment financed with the proceeds of the MELF Loan.  The Debtors do not believe that the 

MELF loan is secured by a lien in the Debtors’ cash collateral. 

35.  As of the Petition Date, the total value of the cash plus accounts receivable plus 

inventory of the Debtors was less than $2,000,000 and the amount owed to BWH on account of 

the Santander Loan was in excess of $17,000,000.   

36.  The Debtors’ primary source of operating funds is advertising revenue from print, 

digital and radio advertising sales. 

37.  Debtor Reading Eagle Company also generates revenue from print and digital 

subscriptions, as well as commercial printing services. 

38.  In addition, the Debtors have filed or will file a motion seeking approval of 

debtor-in-possession financing in an amount up to $1,500,000 from BWH (the “DIP Loan”). 

                                                 
5
  BWH is a wholly owned subsidiary of Black Walnut Holdings, LLC (“Black Walnut”). Black Walnut is a 

limited liability company. The sole member of Black Walnut is US Trust Company, as directed trustee of the 

Edwin Q. Barbey Children’s Trust FBO Peter Barbey (the “Barbey Trust”). Peter Barbey is the owner of 

approximately 15.6% of the common equity of Debtor Reading Eagle Company and is the Chief Executive 

Officer of Reading Eagle Company.  
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39.  The DIP Loan, by itself, is insufficient to provide for payment by the Debtors of 

their payroll and other post-petition operating obligations.  Rather, the Debtors require use of 

Cash Collateral in addition to the proceeds of the DIP Loan in order to meet those obligations.  If 

the Debtors are unable to pay their employees and meet their other post-petition obligations, they 

will not be able to continue to operate and serve the citizens of Berks County Pennsylvania. 

40.  The Debtors intend to use Cash Collateral together with the proceeds of the DIP 

Loan pursuant to a budget (the “Budget”) attached as Exhibit 1 to the proposed Interim Cash 

Collateral Order and proposed Final Cash Collateral Order to operate and preserve the value of 

the Business while they attempt to sell substantially all of their assets pursuant to section 363 of 

the Bankruptcy Code.  The Debtors are confident that they can transition the Business to a new 

operator through chapter 11; however, they can only do so with the uninterrupted access to and 

use of Cash Collateral. 

41.  I personally prepared the Budget and believe that it is reasonable, under the 

circumstances. 

42.  As adequate protection for the use of Cash Collateral, the Debtors propose to grant 

each party with an interest in the Debtors’ cash collateral a lien in property acquired by the 

Debtors after the Petition Date to the extent of diminution of the value of such liens in the cash 

collateral existing as of the Petition Date (the “Replacement Liens”).  However, for the reasons 

described above, the Debtors believe that the only entity asserting liens in the Debtors’ cash 

collateral which is entitled to adequate protection is BWH. 

DIP Motion 

43.  The Debtors have an urgent and immediate need to obtain post-petition financing.  

For years, the Debtors’ businesses have operated on a negative cash flow basis and will continue 
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to do so during the pendency of these proceedings.  As a result, without post-petition financing, 

the Debtors will not be able to operate their businesses, fund their ordinary course expenditures 

(including paying their employees), or pay the expenses necessary to administer these Chapter 

11Cases.  Further, without post-petition financing, the Debtors would not be able to operate long 

enough to effect a going concern sale of their businesses.  Rather, they would be required to cease 

operations and liquidate on a piecemeal basis, causing irreparable harm to the Debtors, their 

estates and the Berks County community. 

44.  In order to address the Debtors’ liquidity needs, BWH (the Debtors’ senior 

secured pre-petition lender) has offered the Debtors $1,500,000 in post-petition financing (the 

“DIP Facility”) on an interim and final basis pursuant to the terms and conditions of that certain 

Post-Petition Loan and Security Agreement, by and among the Debtors as Borrowers, and BWH 

as lender, substantially in the form attached as Exhibit C to the Interim DIP Motion (the “DIP 

Loan Agreement”). 

45.  The DIP Facility is being offered at a contract interest rate of just 1.93%.  Further, 

while the liens securing the DIP Facility will prime the liens securing the pre-petition Santander 

Loan (held by BWH) it will not prime any other known lien. 

46.  BWH has advised the Debtors that, while it will agree to allow the Santander 

Liens to be primed in favor of the liens securing the DIP Facility, it will not agree to allow the 

Santander Liens to be primed in favor of liens securing any other post-petition financing. 

47.  While clearly futile, the Debtors have made inquiries concerning the willingness 

of other lenders to provide post-petition financing an unsecured basis (with an administrative 

priority) or secured by liens junior to all existing liens on the Debtors’ assets, including the 
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Santander Liens which secure in excess of $17,000,000 in debt.  Not surprisingly, no other lender 

was willing to provide such financing. 

48.  The terms of the DIP Loan Agreement were negotiated between the Debtors and 

BWH (including their respective counsel and other advisors), resulting in agreements designed to 

permit the Debtors to obtain the needed liquidity to maximize the value of their assets through an 

orderly sale process.  The terms are fair, reasonable and appropriate under the circumstances, and 

should be approved. 

49.  The Debtors and BWH negotiated the DIP Loan Agreement at arm’s length and in 

good faith. 

Employee Obligations Motion 

50.  As of the Petition Date, Reading Eagle Company and WEEU Broadcasting 

Company had a total of 236 full-time (the “Full Time Employees”) and 20 part-time employees 

(the “Part Time Employees” and, together with the Full Time Employees, the “Employees”). 

51.  102 of the Full Time Employees are paid on an hourly basis and 134 are salaried. 

52.   Certain of the Employees are also entitled to reimbursement of expenses such as 

cell phone, travel expenses, meals and entertainment, employee relations, supplies and parts, and 

food and beverage products. 

53.  The Employees, perform a variety of critical functions including, but not limited 

to, sales of the Debtors’ products, distributor supervision, inventory management and product 

shipping, component procurement and product manufacture, maintenance of financial records and 

human resources.  The Employees’ skills and their knowledge and understanding of Debtors’ 

operations, customer relations, and infrastructure are essential to the effective reorganization of 

the Debtor’s businesses. 
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54.  The majority of healthcare benefits are provided to the Employees through Capital 

Blue Cross.  As of the Petition Date, all healthcare providers, benefit program providers, and 

premiums for healthcare insurance policies covering the Employees were current and the Debtor 

does not seek leave by this Motion to make any payments on account of healthcare coverage for 

the Employees. 

55.  Employees are entitled to take between 1 and 5 weeks of vacation based on length 

of service.  Employees are paid for any unused earned and accrued vacation days if the employee 

is terminated or resigns. 

56.   The Debtors also provide other benefits including, but not limited to, medical, 

prescription, stop loss, dental, vision, life insurance, accidental death and dismemberment 

insurance, term life insurance, employee assistance program, FMLA administration, flexible 

spending accounts, disability plans, health savings accounts and a 401K plan. 

57.  The Employees are paid on a bi-weekly basis.  The first pay period following the 

Petition Date (the “Straddling Pay Period”) will end on March 24, 2019 for all employees.  The 

payday for the Straddling Pay Period is March 29, 2019. 

58.  Subject to approval of this Motion, salaried employees will be paid on March 29, 

2019 for services rendered from March 11 to March 24.  Debtors’ payroll service provider, using 

funds provided by Debtors to prior to the Petition Date.  In both cases, the payments will be made 

by ADP, Debtors’ payroll service provider, using funds provided by Debtors prior to the Petition 

Date. 

59.  As of the Petition Date, the Debtors estimate that approximately $ $862,580 in 

earned vacation time had accrued. 
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60.  The gross payroll for the Straddling Pay Period will be approximately $535,000, 

of which approximately $374,500.00 (the “Pre-Petition Accrued Payroll”) will be on account of 

services rendered prior to the Petition Date.   

61.  Reimbursements on account of expenses incurred by Employees prior to the 

Petition Date (the “Pre-Petition Accrued Expense Reimbursements”) will not be included in the 

payroll for the Straddling Pay Period.  Expense reimbursements are made through accounts 

payable and the Debtor estimates will be less than $5,000.00 in the aggregate per pay period. 

62.  During each pay period, Debtor (a) deducts certain amounts from Employees’ 

paychecks, including, without limitation, taxes and garnishments for, among other things, child 

support, flexible spending account, deferred compensation, life insurance, health insurance and 

other benefits (collectively, the “Deductions”), and (b) forwards the amounts to the appropriate 

third party recipients. 

63.  The Debtors estimate that, (a) as of the Petition Date, approximately $40,861.70 in 

employee and employer non tax payroll Deductions for pay periods that ended prior to the 

Petition Date had not been forwarded to the appropriate recipient, and (b) the payroll for the 

Straddling Pay Period will include approximately $40,831.70 in employee and employer non tax 

related payroll Deductions.. 

64.  In addition, the Debtors estimate that as of the Petition Date, $30,128.77  in 

employee and employer taxes for which Debtor is obligated on account of its Employees’ 

earnings (the “Employer Payroll Taxes”) have not been forwarded to the appropriate taxing 

authority.  Employee and employer taxes to be included in the payroll for the Straddling Pay 

Period are approximately $43,041.10. 
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65.  The relief requested in the Employee Obligations Motion is critical to maintain the 

enterprise value of the Debtors and ensure workforce stability.  In order to preserve value for the 

estates and all stakeholders, it is imperative that the Debtors’ Employees continue to be 

compensated without interruption.  Absent approval of the relief requested in the Employee 

Obligations Motion, key employees may face significant hardship that would compel them to 

seek employment elsewhere. 

Utility Motion 

66.  The Debtors maintain 5 accounts for electric, water, sewer, telephone, internet and 

other similar utility services provided by nine of utility companies (the “Utility Providers”).  

Exhibit A to the Interim Utility Motion sets forth a list of the Utility Providers who rendered 

services to Debtors as of the Petition Date (the “Utility Service List”).   Debtors were generally 

current on utility payments as of the Petition Date.  

67.  The Debtors’ ability to maintain utility services on a consistent and uninterrupted 

basis is essential to their ongoing business operations.  Indeed, any interruption of utility services, 

even for a brief period of time, would disrupt Debtors’ operations and could seriously jeopardize 

the Debtors’ reorganization efforts.  Further, any business disruption could negatively impact 

their enterprise value and creditor recoveries.  It is critical that utility services continue 

uninterrupted throughout these Chapter 11 Cases.   

68.  Debtors intend to pay post-petition obligations owed to the Utility Providers in a 

timely manner.  Debtors will be able to fund its continuing post-petition obligations with existing 

cash on hand, revenues generated from post-petition operations and proceeds of the DIP Facility.   

69.  Even though Debtors’ existing cash on hand and future income is sufficient 

adequate assurance of payment, the Debtors propose that, subject to the conditions below, 
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Debtors will deposit with each Utility Provider an amount equal to approximately one month of 

utility service, calculated based on the historical average of the twelve (12) months immediately 

preceding the Petition Date, to each Utility Provider (the “Adequate Assurance Deposits”).  The 

Adequate Assurance Deposits that Debtors propose to pay to each Utility Provider is set forth in 

Exhibit “A” to the Utility Motion.  

70.  The Adequate Assurance Deposits, in conjunction with Debtors’ ability to pay for 

future utility services in the ordinary course of business and/or any existing deposits already held 

by the Utility Providers (collectively, the “Proposed Adequate Assurance”), constitutes sufficient 

adequate assurance to the Utility Providers of payment for future utility services.   

Bank Accounts and Books Motion 

71.  The Debtors maintain several bank accounts, which are set forth in Exhibit A to 

the Bank Accounts and Books Motion (the “Bank Accounts”).  

72.   The Debtors have maintained their prepetition Bank Accounts and the Debtors 

have utilized numerous preprinted business forms (the “Business Forms”) in the ordinary course 

of business.  The Debtors’ accounting system prints all checks other than payroll checks, which 

are generated by a third party payroll company.  Any checks issued post-petition will include a 

“debtor in possession” designation.  The Debtors also maintain books and records to document, 

among other things, their revenues and expenses (collectively, the “Books & Records”). 

73.  No party in interest will be prejudiced by Debtors’ maintenance of the Bank 

Accounts.  The Debtors believe that if they were required to replace their existing Bank Accounts 

with new accounts as of the Petition Date in accordance with the UST Guidelines, such 

requirement would unnecessarily disrupt Debtors’ business and impair their efforts to preserve the 

value of their estates and reorganize in an efficient manner. 
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74.  Nor will any party in interest be prejudiced if the Debtors are authorized to 

continue to use their Books & Records and Business Forms.  The Debtors will ensure that going 

forward, all checks generated by Debtors’ in house accounting system will reflect its status as a 

debtor-in possession.  The Debtors submit that these efforts are prudent and sufficient to protect 

the interests of parties dealing with Debtors on a post-petition basis, while avoiding unnecessary 

expense and administrative delays at this critical time.  

75.  In the ordinary course of business, the Debtors conduct some transactions by 

debit, wire or ACH payments and other similar methods.  In addition, a certain percentage of the 

Debtors’ receipts are received through wire payments or transfers.  Denying the Debtors the 

opportunity to conduct transactions by debit, wire, ACH payment or other similar methods would 

unnecessarily disrupt the Debtors’ business operations, as well as create additional costs and 

burdens to the Debtors. 

Customers Program & Critical Vendor Motion 

76.  Prior to the Petition Date, and in the ordinary course of business, the  Debtors 

engaged in certain practices the (“Customer Programs”), to develop and maintain their hard-

earned reputation with subscribers, advertisers and the broader marketplace. 

77.  If the Debtors are not authorized to seamlessly continue to honor these prepetition 

programs after the Petition Date and pay amounts accrued prepetition after the Petition Date, the 

Debtors risk harming their relationships with subscribers.  In other words, the maintenance of the 

Customer Programs is essential to the continued viability of the Debtors’ businesses and, 

ultimately, to the prospects of a value-maximizing sale.  

78.  Pursuant to the Customer Programs, which are common in the Debtors’ industry, 

the Debtors (1) offer billing adjustments and refunds to subscribers (2) fulfill prepaid 
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subscriptions and prepaid advertisements and (3) provide customer service to subscribers.  Each 

of the Customer Programs is used to generate goodwill and ensure customer satisfaction, thereby 

retaining customers and ultimately enhancing revenue.  

79.  As set forth below, the Debtors currently owe money in regard to some of the 

Customer Programs.  The Debtors’ Customer Programs include, inter alia, the following: 

 Billing Adjustments and Refunds 

 Despite the Debtors’ best efforts, from time to time, subscribers, 

advertisers and other customers are invoiced incorrectly or invoiced 

correctly for services that they do not receive.  In these circumstances, the 

Debtors owe their customers refunds (the “Refunds”).  The vast majority 

of these Refunds are for home delivery accounts in an average of 

approximately $65.  The Debtors process these Refunds in the ordinary 

course of business. 

 Because there is necessarily some interval of time from the discovery 

of the basis for a Refund and the processing of that Refund, it is 

difficult to predict with certainty the amount outstanding on account of 

such Refunds.  As of the Petition Date, however, the Debtors estimate 

that they owe refunds to approximately 59 customers in the total 

amount of approximately $3,900. 

 Prepaid Newspaper Delivery and Advertising 

 A significant portion of the Debtors’ revenue comes from subscriptions 

and advertising.  The Debtors receive payments from many of their 

customers in advance of providing newspaper delivery or advertising (the 

“Prepaid Subscriptions” and “Prepaid Advertisements”).  The Debtors do 

not typically incur cash liability on account of the Prepaid Subscriptions 

and Prepaid Advertisements; instead, the Debtors incur an obligation to 

print, insert and deliver the Prepaid Subscriptions and Prepaid 

Advertisements. 

 Continuing the Debtors’ practices with respect to the Prepaid 

Subscriptions and Prepaid Advertisements is essential to the Debtors’ 

ongoing business operations.  Any interruption in newspaper delivery or 

advertisement placement would threaten the Debtors’ operations.  It is, 

therefore, crucial that the Debtors obtain authorization to continue 

performing such obligations in the ordinary course. 

 Customer Service Program 
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 To serve their customers, the Debtors have engaged certain third-party call 

centers to handle customer service calls and address inquiries related the 

Debtors’ media products (the “Call Centers”).  The Call Centers function 

as essential intermediaries between the Debtors and their customers.  

Accordingly, the Debtors believe that failure of the Call Centers to 

perform their services could severely undermine customer loyalty, and 

ultimately, revenue.  The Debtors estimate that they owe the Call Centers 

approximately $23,000 as of the Petition Date. 

80.  In addition to the Customer Programs, the Debtors believe that the payment of the 

Critical Vendor Claims is vital to the Debtors’ reorganization efforts because, in various 

instances, the Critical Vendors are the only source from which the Debtor can obtain certain 

goods and services within a time frame and at a price that will permit the Debtor to continue 

operating their businesses.  A failure to pay the Critical Vendor Claims would likely result in 

many of the Critical Vendors refusing to provide goods and services to the Debtors post-petition 

and may force the Debtors to obtain such goods and services elsewhere at a higher price or in a 

quantity or quality that is insufficient to satisfy the Debtors’ requirements. 

81.  In particular, Debtor Reading Eagle Company obtains newsprint, ink and certain 

other mission-critical supplies on an invoice basis, without supply contracts, from one or two 

suppliers that could not be replaced without severely disrupting operations. 

82.  Further, Reading Eagle Company purchases certain chemicals, plates and related 

supplies necessary for operating its printing press on an invoice basis, without supply contracts, 

from suppliers that could not be replaced without resorting to time-consuming testing. 

83.  In this context, the Debtors have examined the extent to which payment of Critical 

Vendor Claims is necessary to avoid irreparable harm and to ensure the Debtors have access to 

adequate amounts of trade credit on a post-petition basis.  Specifically, the Debtors have reviewed 

their accounts payable and have undertaken a process to identify those vendors who are truly 

essential to the Debtors’ operations.  The Debtors have further developed certain procedures that, 
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when implemented, will ensure that vendors receiving payment of Critical Vendor Claims will 

continue to supply trade credit necessary to the Debtors’ operations on a post-petition basis and in 

accordance with the terms of the parties’ prepetition dealings, or on terms otherwise acceptable to 

the Debtors. 

84.  The Debtors consulted with appropriate members of their management team to 

identify those vendors that are essential to the Debtors’ operations using the following criteria:  

(a) whether the vendor in question is a “sole source” provider; (b) whether certain customizations 

prevent the Debtors from obtaining goods or services from alternative sources within a reasonable 

timeframe; (c) if a vendor is not a sole source provider, whether the Debtors have sufficient goods 

in inventory to continue operations while a replacement vendor is procured; (d) whether the 

Debtor has favorable pricing and other terms with the vendors that would be lost if the Debtors 

were to switch to a new vendor; and (e) whether a vendor meeting the standards of (a), (b), (c), 

and (d) is likely to refuse to continue providing goods or services post-petition if its prepetition 

claims are not paid.  The Debtors carefully assessed the universe of vendors satisfying the 

foregoing criteria and identified the vendors listed on Exhibit B to the Customers Program & 

Critical Vendor Motion as Critical Vendors.  The Debtors have estimated that total prepetition 

liability to Critical Vendors is approximately $1,074,161.  Of that amount $272,623 was for 

goods received by the Debtors within 20 days prior to the Petition Date. 

Pre-Petition Tax Motion 

85.  In the ordinary course of Debtors’ businesses, Debtors (a) collect sales taxes and 

incur taxes, including, but not limited to, sales, use, real property, and other taxes in conducting 

their businesses (collectively, the “Taxes”); and (b) pay fees and similar charges and assessments 

(collectively, the “Fees”) to various taxing, licensing, and regulatory authorities (collectively, the 
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“Authorities”) to conduct Debtors’ businesses.  The Taxes and Fees are paid to the respective 

Authorities in accordance with all applicable laws and regulations. 

86.  Each of the Taxes and Fees incurred by Debtors fall under one of the following 

categories:  (a) sales and use taxes; (b) real property taxes; and (c) business license fees and other 

charges and assessments. 

87.  Debtors collect and remit sales taxes in connection with the operation of their 

businesses. Generally, sales taxes are remitted to the Authorities in the month following their 

collection.  Debtors also may be responsible for remitting use taxes on account of the purchase of 

various supplies and equipment.  Use taxes typically arise if a supplier does not have business 

operations in the state in which it is supplying goods and does not charge state taxes.  Debtors 

estimate that they owe approximately $9,000.00 with respect to sales and use taxes incurred prior 

to the Petition Date. 

88.  Local law grants the Authorities the ability to levy property taxes against Debtors’ 

real property.  If Debtors fail to pay these taxes, it is possible that statutory liens may be imposed 

on Debtors’ real property.  The Debtors owe real property taxes in Shartlesville, Mohrsville, 

Reading and School Taxes to the Reading School District.  As of the Petition Date, Debtors 

estimate that they may owe as much as $2,000.00, $2,200.00, $91,000.00 and $400.00 

respectively on account of those taxes. 

89.  Debtors are required to pay business privilege taxes and Excise taxes.  As of the 

Petition Date, Debtors estimate that they may owe as much as $2,377.55 and $1,000.00 on 

account of these taxes, respectively.  These taxes may be based on gross receipts or other bases 

determined by the taxing jurisdiction. 
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90.  If Debtors do not pay the Taxes or Fees, the respective Authorities may take 

actions that could have wide-ranging and adverse effect on Debtors’ operations as a whole.  In 

fact, Debtors’ failure to pay the Taxes and Fees could have a material adverse impact on Debtors’ 

business operations in several ways, including:  (a) the Authorities may initiate audits of Debtors, 

which would divert unnecessarily their attention away from the reorganization process; (b) the 

Authorities may attempt to suspend Debtors’ operations, file liens, seek to lift the automatic stay, 

or pursue other remedies that will harm the estates; and (c) certain officers might be subject to 

personal liability, which would likely distract those key employees from their duties related to 

Debtors’ restructuring.  In addition, unpaid taxes may result in the imposition of penalties, the 

accrual of interest, or both. 

91.  Debtors estimate that the total amount of prepetition Taxes and Fees owing to the 

various Authorities will not exceed approximately $125,000.  The payment of such Taxes and 

Fees is appropriate in these Chapter 11 Cases.  Some of these outstanding tax liabilities are for 

trust fund taxes that Debtors has collected and holds in trust for the benefit of the Authorities.  

Therefore, as discussed below, these funds do not constitute property of Debtors’ estates and 

could not otherwise be used by Debtors. 

Insurance Motion 

92.  In connection with the operation of their businesses the Debtors maintain 

numerous insurance policies, providing coverage for, among other things, general liability, 

property damage, crime, inland marine, automobile, workers’ compensation and umbrella 

coverage (collectively, the insurance policies are referred to herein as the “Insurance Policies”).  

The Debtors maintain the Insurance Policies through several different carriers.  The Insurance 
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Policies, carriers, terms of the current policy and, if any, amounts owed on account of such 

insurance policies, are listed on Exhibit A to the Insurance Motion. 

93.  The Debtors are required to maintain insurance coverage throughout the Chapter 

11 proceedings in order to preserve the value of their businesses, property, and assets.  Therefore, 

the Debtors do not believe that Court approval is necessary to permit them to maintain the 

Insurance Policies.  However, out of an abundance of caution, the Debtors seek the entry of an 

Order: (i) authorizing payment of pre-petition amounts, if any, necessary to maintain the 

Insurance Policies; and (ii) to continue to maintain the Insurance Policies, and pay any premiums 

or related fees and charges, on a post-petition basis. 

94.  The Insurance Policies are critical to the Debtors’ day-to-day operations, as they 

protect the value of the Debtors’ estates and provide coverage for the Debtors and its fiduciaries, 

directors, and officers.  For the policy period spanning from January 1, 2019 to January 1, 2020, 

the annual premiums for the Insurance Policies totaled approximately $531,986.00.  The vast 

majority of the premiums due for the policy period have been satisfied in accordance with the 

payment terms outlines in Exhibit A.  The Debtors have no pre-petition amounts outstanding on 

account of its general liability coverage, crime policy, and fiduciary liability policy and other 

policies, which amounts the Debtors request authority to pay by this Motion. 

95.  The Debtors believe that the continuation of the Insurance Policies is essential to 

the ongoing operations.  Debtors intend to continue making premium payments on the Insurance 

Policies as they come due and otherwise maintain the policies in the ordinary course of business. 

Redaction Motion 

96.  In the ordinary course of Debtors’ businesses, Debtors collect and maintain 

customer addresses as the business is subscription based.  By the nature of the business, each 
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customer who has a prepaid subscription is also a creditor and their homes addresses are to be 

included in the creditor matrix.   

97.  As required under the Federal Rules of Bankruptcy Procedure (“FRBP”) 1007, the 

Debtors filed the list of their equity security holders.  FRBP 1007 requires that the list of equity 

security holders include the “last known address or place of business of each holder.” Reading 

Eagle is only in possession of the personal home addresses for a number of these shareholders. 

98.  The use of customers’ names and addresses unnecessarily shares personal 

information of creditors of the estate who have minimal claims and are the primary source of 

income to the Debtors.  Sharing such information could discourage these creditors from 

continuing their subscriptions. 

99.  Further, sharing this Customer Information would be detrimental to the Debtors, 

as competitors would have access to part of Debtors’ client base and could use this information to 

target Debtors’ subscribers. 

100.  The dissemination of the shareholders’ personal home addresses on the list of 

equity security holders presents the same issue of unnecessarily sharing personal information of 

interested parties.   

101.  As stated in the filed list of equity security holders, these addresses may be 

provided upon request of the appropriate parties. 
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