
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

) Chapter 11 
In re: ) 

) Case No. 19- 11791  
LOOT CRATE, INC., et al.,1 ) 

) (Joint Administration Requested) 
Debtors. ) 

)

MOTION OF THE DEBTORS FOR INTERIM AND FINAL ORDERS AUTHORIZING 
THE DEBTORS TO PAY PRE-PETITION WAGES, PAYROLL TAXES, CERTAIN 

EMPLOYEE BENEFITS AND RELATED EXPENSES TO EMPLOYEES 

Loot Crate, Inc., Loot Crate Holdings, Inc., LC Funding, Inc., and Loot Crate Parent, Inc. 

(collectively, the “Debtors”) file this Motion (the “Motion”) for interim and final orders 

(substantially in the form attached hereto as Exhibit A, the “Interim Order” and “Final Order,” 

respectively): permitting the Debtors to honor certain employee wage-related obligations, as set 

forth below.  In support of this Motion, the Debtors respectfully represent as follows: 

Background 

1. On August 11, 2019 for Loot Crate Inc. and Loot Crate Holdings, Inc., and on 

August 12, 2019 for LC Funding, Inc. and Loot Crate Parent, Inc. (for each Debtor, the “Petition 

Date”), the Debtors filed voluntary petitions with this Court under Chapter 11 of Title 11 of the 

United States Code (the “Bankruptcy Code”).  By a motion filed on the Petition Date, the 

Debtors have requested that their Chapter 11 cases (collectively, the “Cases”) be consolidated for 

procedural purposes only and administered jointly.  The Debtors are authorized to continue to 

1 The Debtors are the following four entities (the last four digits of their respective 
taxpayer identification numbers, if any, follow in parentheses): Loot Crate, Inc. (7119); Loot 
Crate Holdings, Inc.; LC Funding, Inc.; and Loot Crate Parent, Inc.  The Debtors’ noticing 
address in these Chapter 11 cases is 3401 Pasadena Avenue, Los Angeles, CA 90031. 
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operate and manage their businesses and assets as debtors-in-possession pursuant to Sections 

1107(a) and 1108 of the Bankruptcy Code. 

2. The Debtors operate a subscription box service that caters to fandom and 

enthusiasts through “crates” curated with “geek and gamer products” each month.  The Debtors 

partner with industry leaders in entertainment, gaming, sports, and pop culture to deliver monthly 

themed crates, produce interactive experiences and digital content, and film original video 

productions.  Products include exclusive shirts, gear, and gadgets, as well as limited edition 

collectibles.  Since 2012, more than 32 million crates have been shipped.  The Debtors are the 

worldwide leader in pop-culture subscription boxes, and currently have over 250,000 

subscribers. 

3. Further information about the Debtors and these Cases, a corporate chart showing 

the structure of the Debtors, and pertinent facts in support of this Motion can be found in the 

Declaration of Stuart Kaufman in Support of First Day Motions and Related Relief (the “First 

Day Declaration”)2 [D.I. 4], which is incorporated by reference. 

4. No Committee, trustee, or examiner has been appointed in these Cases. 

Jurisdiction, Venue, and Statutory Predicate 

5. This Court has jurisdiction to consider this matter pursuant to 28 U.S.C. §§ 157 

and 1334 and the Amended Standing Order of Reference from the United States District Court 

for the District of Delaware, dated as of February 29, 2012.  This is a core proceeding pursuant 

to 28 U.S.C. § 157(b)(2)(A) and (M). 

6. Venue of these Cases is proper in this District pursuant to 28 U.S.C. §§ 1408 and 

1409. 

2 Capitalized terms not otherwise defined herein have the meanings ascribed to them in the 
First Day Declaration. 

Case 19-11791    Doc 11    Filed 08/12/19    Page 2 of 20



- 3 - 

7. The statutory predicates for the relief requested in this Motion are Sections 105,  

363, 507(a)(4), 507(a)(5), 541(b)(7), and 541(d) of the Bankruptcy Code and Rules 6003 and 

6004 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”). 

Relief Requested

8. By this Motion, the Debtors request: (i) authorization to pay their accrued and 

unpaid pre-petition Employee Obligations (as defined below), but only to the extent of the 

applicable statutory cap for each employee under Sections 507(a)(4) or 507(a)(5) of the 

Bankruptcy Code, and to the extent included in any budget approved by this Court as part of the 

Debtors’ motion to use cash collateral and incur post-petition financing; (ii) because it is difficult 

to determine with precision the accrued pre-petition amount of many of the Employee 

Obligations, to the extent the Debtors subsequently determine that there are any additional 

outstanding Employee Obligations related to the programs and policies described herein, the 

Debtors request authority to pay such pre-petition amounts; (iii) that they be authorized to pay 

any cost or penalty incurred by any recipient of Employee Obligations, in the event that a check 

the Debtors issue for payment of the Employee Obligations is inadvertently not honored because 

of the filing of these Cases; (iv) that they be authorized to pay the wage obligations owed to 

employees terminated August 9, 2019, if such employees have not – through happenstance or 

unfortunate timing, negotiated their final paychecks given to them on August 9, 2019; and (v) 

that the Court waive the fourteen-day stay of an order authorizing the use, sale, or lease of 

property under Bankruptcy Rule 6004(h). 

9. Additionally, by this Motion, the Debtors request authorization to continue paying 

(i) Employee Obligations and (ii) Outside Director Compensation (as defined herein) and expense 

reimbursements as they come due in the ordinary course of business on a post-petition basis; and 
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the Debtors are seeking emergency, “first-day” relief through this Motion, but only to the extent 

necessary to avoid immediate and irreparable harm to their bankruptcy estates.  As set forth in 

the proposed form of interim order attached to this Motion as Exhibit A, any emergency relief 

will be subject to the right of any party in interest to file a written objection to this Motion or to 

any related order.  The Debtors request that the Court schedule a final hearing on this Motion 

(the “Final Hearing”) at its convenience to consider objections to this Motion or the interim 

order, if any are filed. 

Facts Relevant to This Motion 

10. As of the Petition Date, the Debtors employ approximately sixty full-time 

employees in their Los Angeles headquarters and three full-time employees in their warehouse 

located in Pennsylvania (the “Full-Time Employees”).  Most of the Debtors’ Full-Time 

Employees receive a salary, although a few are paid per hour.  The Debtors also employ sixteen 

hourly employees who are available as needed to pack boxes with goods and merchandise stored 

in the Debtor’s Pennsylvania warehouse (the “Per-Diem Employees”).  The Debtors also employ 

two temporary employees in their Los Angeles headquarters.  The temporary employees are paid 

on the same payroll schedule as the Full-Time Employees but do not receive health benefits, 

severance, or accrue vacation and sick time (the Temporary Employees, and collectively, the 

“Employees”).   Per diem employees paid weekly.  

11. The Employees perform a wide variety of functions critical to the Debtors’ 

operations and the administration of these Cases.  Their skills, knowledge, and understanding of 

the Debtors’ operations are essential to preserving operational stability and efficiency.  They are 

critical, in every sense, to the Debtors’ health as a collective going concern.  Without the 

continued, uninterrupted services of their Employees, the Debtors’ business operations will be 
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jeopardized.  Moreover, the vast majority of the Debtors’ Employees rely exclusively on their 

compensation and benefits to pay their daily living expenses and support themselves and their 

families.  Thus, the Debtors’ Employees will be exposed to significant financial constraints if the 

Debtors are not permitted to continue paying compensation and providing benefits in the 

ordinary course.  Consequently, the relief requested herein is necessary and appropriate to avoid 

immediate and irreparable harm to the estates and the Employees. 

12. To minimize the personal hardship the Employees would suffer if Employee 

Obligations are not paid when due or as expected, the Debtors seek authority to pay and honor 

certain pre-petition claims relating to: wages, salaries, federal and state withholding taxes and 

other amounts withheld (including garnishments, Employee’s share of insurance premiums, 

taxes, and 401(k) contributions), payments to independent contractors, temporary agency fees, 

health insurance benefits, vacation and sick pay, and other benefits the debtors historically have 

provided to Employees (collectively, the “Employee Obligations”).  All of the Employee 

Obligations are programs that the Debtors have historically directly or indirectly provided to the 

Employees in the ordinary course of business.  In addition, subject to the Court’s approval of the 

relief requested herein, the Debtors intend to continue their pre-petition practices and programs 

that gave rise to the Employee Obligations in the ordinary course of business. 

13. Importantly, the Debtors do not believe there are (and will not pay, absent further 

order of this Court) amounts owed to any Employees on account of the Employee Obligations 

that exceed the $13,650 priority expense compensation and benefit caps set forth by Sections 

507(a)(4) and 507(a)(5) of the Bankruptcy Code.   

14. The Debtors pay wages to Full-Time Employees and Per-Diem Employees on 

different schedules, as follows: 
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a. The Debtors pay Full-Time Employees and Temporary Employees 

approximately two and one-half weeks in arrears, with the most recent payroll having been on 

July 31, 2019.  The July 31st paychecks covered work performed from July 11 through July 25, 

2019.  Thus, the Full-Time Employees and the Temporary Employees will all be owed the 

portion of their wages for work performed from July 26, 2019 through the Petition Date. 

b. The Debtors pay Per-Diem Employees every week in arrears, with the 

most recent payroll having been on August 9, 2019.  The August 9th paychecks covered work 

performed from July 28, 2019 through August 3, 2019.  Thus, the Per Diem Employees will all 

be owed the portion of their wages for work performed from August 4, 2019 through the Petition 

Date. 

c. Wages also may be due and owing as of the Petition Date because of, 

among other things, potential discrepancies between the amounts paid and the amounts that 

Employees believe they should have been paid, such as “true ups” of hours or shifts worked for 

hourly employees (all of which take place in the ordinary course of business).  

15. During each applicable pay period, the Debtors also routinely deduct certain 

amounts from their Employees’ paychecks for, among other things, garnishments, child support, 

and other pre-tax and after-tax deductions payable pursuant to certain of their insurance and 

benefits programs (collectively, the “Deductions”).  Certain of the Deductions are forwarded to 

various third-party recipients. 

16. The Debtors are also required by law to withhold from the Employees’ pay 

amounts related to, among other things, federal, state, and local income taxes as well as Social 

Security and Medicare taxes (collectively, the “Employee Payroll Taxes”) for remittance to the 

appropriate federal, state, and local taxing authorities. The Debtors must then match the 
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Employee Payroll Taxes from their own funds and pay, based upon a percentage of gross payroll, 

additional amounts for state and federal unemployment insurance (the “Employer Payroll 

Taxes” and together with the Employee Payroll Taxes, the “Payroll Taxes”).  The Payroll Taxes 

are generally processed and forwarded to the appropriate federal, state, or local taxing authority 

at the same time as the Employees’ payroll checks are disbursed. 

17. The Debtors also offer various traditional health benefit plans to their Employees, 

through third party insurers, such as medical, dental, vision, and flexible spending plans (the 

“Insurance Plans”).  

18. Pursuant to the Consolidated Omnibus Budget Reconciliation Act of 1985 

(“COBRA”), certain former Employees of the Debtors (the “COBRA Participants”) may 

continue insurance coverage under the Debtors’ Insurance Plans.  More specifically, COBRA 

Participants are entitled by law to continue to receive COBRA benefits for up to eighteen 

months, and in some instances up to thirty-six months, following termination of employment.  

COBRA Participants are responsible for paying all premium costs associated with the COBRA 

benefits. 

19. The Debtors provide eligible Employees with the ability to participate in a defined 

contribution plan under Sections 401(k) of the Internal Revenue Code (the “Defined 

Contribution Plan”).  All monies paid into the Defined Contribution Plan are withholdings from 

the Employees’ wages.  The Defined Contribution Plan generally provides for deductions of 

compensation up to limits set by the Internal Revenue Code and consistent with certain plan limit 

pre- and post-tax contribution deduction percentages.  Each Employee’s contributions under the 

Defined Contribution Plans are deducted automatically from each paycheck and thereafter 

transferred by the Debtors to a trust established under the plan documents (collectively, the 
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“Defined Contribution Plan Deductions”).  The Debtors do not offer a matching program for 

Defined Contribution Plan Deductions.  The Debtors pay, as a whole, a nominal quarterly 

administration fee to the plan administrator (the “Plan Administration Fee”). 

20. The Debtors offer several paid time-off benefits for Employees, including 

vacation time and sick leave (the “Time-Off Benefits”), which increase based on an Employee’s 

tenure with the Debtors.  If an Employee is terminated without cause, the Employee is paid for 

any unused vacation time, but not for any unused sick leave.  Otherwise, Employees are allowed 

to use their vacation time and sick leave in accordance with the terms of those programs, but 

cannot “cash out” such benefits.  

21. The Debtors were current on all of the obligations set forth above as of the 

Petition Date; by this Motion, the Debtors do not seek to “catch up” any prior missed payments, 

but instead to simply pay and honor the obligations that have accrued since the last ordinary 

payroll date.  As of the Petition Date, the Debtors believe they owe approximately $300,000 on 

account of unpaid Employee Obligations, all of which will become due and owing within the 

first twenty-one days of these Cases.  By this Motion, the Debtors request authorization to pay all 

outstanding pre-petition amounts on account of the Employee Obligations, in the ordinary course 

of business and consistent with past practices, and to continue paying such amounts on a post-

petition basis in the ordinary course of business.  As noted above, this includes honoring final 

paychecks delivered to employees terminated on August 9, 2019, the last business day before the 

Petition Date.  
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22. Finally, the Debtors also maintain a board of directors, each comprising of two 

non-Employees members and one Employee member.  The Debtors pay monthly board member 

fees in the amount of approximately $50,000 a month to the two non-Employee members 

(“Outside Director Compensation”).  The Debtors estimate that there are no amounts outstanding 

with respect to the Outside Director Compensation as of the Petition Date.  The Debtors request 

the authority, pursuant to the Interim and Final Orders, to pay the Outside Director Compensation 

and expense reimbursements as they come due in the ordinary course of business.  

Basis for Relief 

A. Cause Exists to Authorize the Payment of the Employee Obligations. 

23. Section 507(a)(4) of the Bankruptcy Code provides that individuals holding 

prepetition claims for “wages, salaries, or commissions, including vacation, severance, and sick 

leave pay earned” within 180 days before the petition date are entitled to priority claim status up 

to an allowed amount of $13,650 on account of such claim.  Similarly, Section 507(a)(5) of the 

Bankruptcy Code grants priority claim status to “contributions to an employee benefit plan arising 

from services rendered within 180 days before the” petition date, subject to a cap equal to “(i) the 

number of employees covered by each such plan multiplied by $13,650; less (ii) the aggregate 

amount paid to such employees under [Section 507(a)(4)], plus the aggregate amount paid by the 

estate on behalf of such employees to any other employee benefit plan.”  11 U.S.C. 

§ 507(a)(5)(B). 
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24. As noted above, as of the Petition Date, the Debtors do not believe there are any 

Employees for whom the Employee Obligations would exceed $13,650.  Accordingly, the 

Debtor believes that all of the Employee Obligations would constitute priority claims. 

25. Section 363(b)(1) of the Bankruptcy Code provides, in relevant part, that a debtor 

“after notice and a hearing, may use, sell, or lease, other than in the ordinary course of business, 

property of the estate.”  When determining whether to authorize the use of property of the estate 

under this section, courts require the debtor to show that a sound business purpose justifies such 

use.  See Dai-Ichi Kangyo Bank, Ltd. v. Montgomery Ward Holding Corp. (In re Montgomery 

Ward Holding Corp.), 242 B.R. 147, 153 (D. Del. 1999) (“In evaluating whether a sound 

business purpose justifies the use, sale or lease of property under Section 363(b), courts consider 

a variety of factors, which essentially represent a ‘business judgment test.’”). 

26. Additionally, pursuant to Section 105(a) of the Bankruptcy Code, a bankruptcy 

court has broad authority to enforce the provisions of the Bankruptcy Code either under its 

specific statutory language or under equitable doctrines.  This includes the authority to pay 

certain pre-petition claims under the necessity of payment doctrine, which “recognizes that 

paying certain pre-petition claims [post-petition] may be necessary to realize the goal of chapter 

11—a successful reorganization.”  In re Just for Feet, Inc., 242 B.R. 821, 825-26 (D. Del. 1999) 

(citing In re Lehigh & N. E. R. Co., 657 F.2d 570, 581 (3d Cir. 1981); see also In re Braniff Inc., 

218 B.R. 628, 633 (Bankr. M.D. Fla. 1998) (debtors may pay pre-petition wages when 

necessary to ensure employees remain on the job post-petition). 

27. The Supreme Court has also recognized the “necessity of payment” doctrine 

where bankruptcy courts are presented with these circumstances.  See Czyzewski v. Jevic 

Holding Corp., 137 S. Ct. 973, 985, 197 L.Ed.2d 398, 412 (2017) (“Courts, for example, have 
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approved ‘first-day’ wage orders that allow payment of employees’ prepetition wages . . . [to] 

enable a successful reorganization and make even the disfavored creditors better off.”) 

(internal quotations and citations omitted).  The Supreme Court thus expressly recognized that 

bankruptcy courts may authorize the payment of pre-petition claims or claims outside of the 

Bankruptcy Code’s priority structure to serve Bankruptcy Code-related objectives. 

28. The Debtors’ request to pay the Employee Obligations is a sound exercise of their 

business judgment and satisfies the necessity of payment doctrine.  Here, the objective is to 

preserve the workforce, without whom the Debtors could neither operate nor seek to sell their 

assets as a going concern.  Indeed, the Jevic Court noted that this is a common and accepted 

justification for “first-day” wage orders that allow payment of employees’ prepetition wages.  Id.

Any delay in paying the Employee Obligations will adversely impact the Debtors’ relationships 

with their Employees and will irreparably impair the morale, dedication, confidence, and 

cooperation of the very people upon whom the Debtors rely for their businesses to be successful.  

Moreover, absent an order granting the relief requested in this Motion, the Debtors’ Employees 

will suffer undue hardship and, in many instances, serious financial difficulties, as the amounts in 

question are needed to enable most of the Employees to meet their own personal financial 

obligations.  The Debtors’ stability will thus be undermined, likely irreparably, by the possibility 

that otherwise loyal Employees will seek other employment alternatives. 

29. The Debtors do not seek to alter their compensation, vacation, and other benefit 

policies in this Motion, and this Motion is not to be deemed an assumption or adoption of any 

agreement or policy providing for any such benefits.  Instead, this Motion is intended only to 

permit the Debtors, in their discretion, to make payments consistent with those policies and to 

permit the Debtors, in their discretion, to continue to honor their practices, programs, and 

Case 19-11791    Doc 11    Filed 08/12/19    Page 11 of 20



- 12 - 

policies with respect to their Employees, as such practices, programs, and policies were in effect 

as of the Petition Date.  Accordingly, the Court should approve payment of the Employee 

Obligations. 

B. The Debtors’ Banks and Financial Institutions Should Be Authorized to Honor and 
Pay Checks Issued, and to Make Other Transfers, in Respect of the Employee 
Obligations. 

30. The Debtors further request that their banks and other financial institutions be 

authorized and directed, when requested by the Debtors, to receive, process, honor, and pay any 

and all checks drawn on the Debtors’ accounts to pay the Employee Obligations, whether those 

checks were presented prior to or after the Petition Date, and make other transfers necessary to 

implement these transactions (provided that sufficient funds are available in the applicable 

accounts to make the payments and transfers).  The Debtors represent that each of these checks 

can be readily identified as relating directly to the authorized payment of Employee Obligations.  

Accordingly, the Debtors believe that checks and transfers other than those relating to such 

authorized payments will not be honored inadvertently, and the Debtors will work closely with 

their banks and financial institutions to ensure that only those payments specified in this Motion 

are honored. 

31. The Debtors similarly request that they be authorized to pay any cost or penalty 

incurred by a person to whom Employee Obligations are owed in the event that a check issued by 

the Debtors for payment of the Employee Obligations is inadvertently not honored because of the 

filing of the Debtors’ Cases.  Though the Debtors estimate any such costs or penalties to be de 

minimis in amount, if the Debtors are not authorized to pay such costs or penalties, then their 

Employees will suffer the exact type of harm that this Motion seeks to prevent, and the Debtors 

will suffer from loss of Employee goodwill. 

Case 19-11791    Doc 11    Filed 08/12/19    Page 12 of 20



- 13 - 

32. Based on the foregoing, the Debtors submit the relief requested is necessary and 

appropriate, is in the best interests of their estates and creditors, and this Motion should be 

granted in all respects. 

Requests for Immediate Relief and Waiver of Stay

33. Bankruptcy Rule 6003 provides that, “[e]xcept to the extent that relief is 

necessary to avoid immediate and irreparable harm, the court shall not, within twenty-one days 

after the filing of the petition, grant relief regarding . . . a motion to use, sell, lease, or otherwise 

incur an obligation regarding property of the estate . . . .”  Fed. R. Bankr. P. 6003(b).  The 

Debtors submit that, because the relief requested in this Motion is necessary to avoid immediate 

and irreparable harm to the Debtors and their Employees for the reasons set forth herein, 

Bankruptcy Rule 6003 has been satisfied. 

34. In addition, in order to implement the foregoing successfully, the Debtors 

respectfully request a waiver of the fourteen-day stay of an order authorizing the use, sale, or 

lease of property under Bankruptcy Rule 6004(h).  Pursuant to Bankruptcy Rule 6004(h), “[a]n 

order authorizing the use, sale, or lease of property other than cash collateral is stayed until the 

expiration of fourteen days after entry of the order, unless the court orders otherwise.”  Fed. R. 

Bankr. P. 6004(h).  As set forth above, the payment of the Employee Obligations as proposed 

herein is essential to prevent: (i) irreparable damage to the operations, value, and ability of the 

Debtors to reorganize; and (ii) undue hardship and significant financial difficulties for the 

Employees.  Accordingly, the Debtors submit that ample cause exists to justify a waiver of the 

fourteen day stay imposed by Bankruptcy Rule 6004(h), to the extent applicable. 
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No Prior Request

35. No previous request for the relief sought herein has been made by the Debtors to 

this or any other court. 

Consent to Jurisdiction 

36. Pursuant to Rule 9013-1(f) of the Local Rules of Bankruptcy Practice and 

Procedure of the United States Bankruptcy Court for the District of Delaware (the “Local 

Rules”), the Debtors consent to the entry of a final judgment or order with respect to this Motion 

if it is determined that the Court would lack Article III jurisdiction to enter such final order or 

judgment absent consent of the parties.  

Notice 

37. Notice of this Motion will be given to the following parties, or to their counsel: 

(a) the Office of the United States Trustee for the District of Delaware; (b) the Debtors’ thirty 

largest unsecured creditors on a consolidated basis, as identified in their Chapter 11 petitions; (c) 

counsel to Money Chest, LLC, the Debtors’ proposed post-petition Lender; and (d) Wells Fargo 

Bank, National Association.  As this Motion is seeking first-day relief, notice of this Motion and 

any order entered hereon will be served on all parties entitled to notice pursuant to Local Rule 

9013-1(m).  In light of the nature of the relief requested, the Debtors respectfully submit that no 

further notice is necessary. 

WHEREFORE, the Debtors respectfully request that the Court enter an order 

substantially in the form attached hereto, granting the relief requested herein and granting the 

Debtors such other relief as the Court deems appropriate. 
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Dated: August 12, 2019 
Wilmington, Delaware 

ROBINSON & COLE LLP 
Natalie D. Ramsey (No. 5378) 
Jamie L. Edmonson (No. 4247) 
Mark A. Fink (No. 3946) 
1000 N. West Street, Suite 1200 
Wilmington, Delaware 19801 
Telephone: (302) 295-4800 
Facsimile:   (302) 351-8618 
Email:  nramsey@rc.com 

jedmonson@rc.com 
mfink@rc.com

BRYAN CAVE LEIGHTON PAISNER LLP
/s/ Mark I. Duedall 
Mark I. Duedall (No. 3346) 
Leah Fiorenza McNeill (pro hac vice pending)  
1201 W. Peachtree Street, NW, 14th Floor 
Atlanta, Georgia 30309-3471 
Telephone: (404) 572-6600 
Facsimile:  (404) 572-6999 
Email:  mark.duedall@bclplaw.com 

leah.fiorenza@bclplaw.com

BRYAN CAVE LEIGHTON PAISNER LLP
Andrew J. Schoulder (pro hac vice pending)  
1290 Avenue of the Americas  
New York, New York 10104-3300 
Telephone: (212) 541-2000 
Facsimile:  (212) 541-4630 
Email:  andrew.schoulder@bclplaw.com 

Proposed counsel to the Debtors and Debtors in 
Possession

Case 19-11791    Doc 11    Filed 08/12/19    Page 15 of 20



EXHIBIT A 
Proposed Interim Order

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

) Chapter 11 
In re: ) 

) Case No. 19- 11791 
LOOT CRATE, INC., et al.,1 ) 

) (Joint Administration Requested) 
Debtors. )

) Related Docket No. 11

INTERIM ORDER GRANTING MOTION OF THE DEBTORS FOR AUTHORIZATION 
TO PAY PRE-PETITION WAGES, PAYROLL TAXES, CERTAIN EMPLOYEE 

BENEFITS, AND RELATED EXPENSES TO EMPLOYEES [D.I. 11] 

Upon the Motion (the “Motion”) 2  of the above-debtors and debtors in possession 

(collectively, the “Debtors”) for entry of this Order pursuant to Sections 105, 363, 507(a)(4), 

507(a)(5), 541(b)(7), and 541(d) of the Bankruptcy Code and Bankruptcy Rules 6003 and 6004, 

seeking interim and final orders permitting the Debtors to honor certain employee wage-related 

obligations, as further described in the Motion; and this Court having jurisdiction to consider the 

Motion and the relief requested therein in accordance with 28 U.S.C. §§ 157 and 1334 and the 

Amended Standing Order of Reference from the United States District Court for the District of 

Delaware, dated as of February 29, 2012; and consideration of the Motion and the relief 

requested therein being a core proceeding in accordance with 28 U.S.C. § 157(b)(2)(A) and (M); 

and venue being proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409; and due and 

proper notice of the Motion being adequate and appropriate under the particular circumstances; 

1 The Debtors are the following four entities (the last four digits of their respective 
taxpayer identification numbers, if any, follow in parentheses): Loot Crate, Inc. (7119); Loot 
Crate Holdings, Inc.; LC Funding, Inc.; and Loot Crate Parent, Inc.  The Debtors’ noticing 
address in these Chapter 11 cases is 3401 Pasadena Avenue, Los Angeles, CA 90031. 
2 Capitalized terms not otherwise defined herein have the meanings ascribed to them in the 
Motion. 
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and upon the record of any hearing held to consider the relief requested in the Motion; and upon 

the First Day Declaration and all proceedings had before this Court; and this Court having found 

and determined that the relief sought in the Motion is in the best interests of the Debtors’ estates, 

their creditors, and other parties in interest and that the legal and factual bases set forth in the 

Motion establish just cause for the relief granted herein; and the relief as requested in the Motion 

is necessary and appropriate to prevent immediate and irreparable harm to the Debtors’ business 

operations and will serve to protect and preserve the Debtors’ estates for the benefit of all 

stakeholders and, thus, cause exists to pay the Employee Obligations immediately 

notwithstanding Bankruptcy Rule 6003; and there being good cause to waive the fourteen-day 

stay imposed by Bankruptcy Rule 6004(h) to the extent applicable; and there being good cause to 

waive further notice under Bankruptcy Rule 6004(a); and any objections to the requested relief 

having been withdrawn or overruled on the merits; and after due deliberation, and sufficient 

cause appearing therefore,  

IT IS HEREBY ORDERED THAT: 

1. The Motion is GRANTED on an interim basis as set forth herein. 

2. The Debtors are authorized, but not directed, to honor and pay all Employee 

Obligations in an amount up to $300,000, including Unpaid Wages, to remit Deductions 

(including the Defined Contribution Plan Deductions) to the applicable third parties, to pay all 

Payroll Taxes, to pay all amounts required to maintain their Insurance Plans, to pay the Plan 

Administration Fee (not to exceed $500), and to permit Employees to utilize any Time-Off 

Benefits, provided all of the foregoing amounts and obligations are in the ordinary course of 

business. 
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3. To the extent any Employee have suffered any actual monetary penalty or charge 

due to the inadvertent dishonor of any check of the Debtors on account of the Employee 

Obligations, the Debtors shall be allowed to reimburse the Employee and/or recently terminated 

Employees for such amount. 

4. The Debtors are authorized to issue new payroll checks owed to employees 

terminated August 9, 2019, if such employees have not through happenstance or unfortunate 

timing, negotiated their final paychecks given to them on August 9, 2019. 

5. The authority granted by this Interim Order shall only permit payments up to the 

applicable statutory cap for each Employee under Sections 507(a)(4) or 507(a)(5) of the 

Bankruptcy Code of $13,650. 

6. The Debtors’ banks and other financial institutions (collectively, the “Banks”) are 

authorized, when requested by the Debtors in the Debtors’ sole discretion, to receive, process, 

honor, and pay all checks presented for payment of, and to honor all fund transfer requests made 

by the Debtors related to the relief granted by this Interim Order, whether such checks were 

presented, or fund transfer requests were submitted, prior to, on, or after the Petition Date, 

provided that sufficient funds are available in the Debtors’ accounts to cover such checks and 

fund transfers.  The Banks are authorized to rely on the Debtors’ designation of any particular 

check or funds transfer as approved by this Interim Order without any duty of further inquiry and 

without liability for following the Debtors’ instructions, provided such written designation to be 

provided to the Debtors’ DIP Lender at that time as well. 

7. The Debtors are authorized, but not directed, to continue to pay, satisfy, or honor 

the Outside Director Compensation and expense reimbursements that become due and owing 

after the Petition Date. 
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8. Any payments pursuant to this Interim Order shall be made only to the extent 

allowed by any orders authorizing the Debtors to incur post-petition financing or use cash 

collateral, including any budget approved by such orders. 

9. With respect to the relief sought herein, the requirements set forth in Bankruptcy 

Rule 6003 are satisfied. 

10. Notwithstanding the possible applicability of Bankruptcy Rule 6004(h) or 

otherwise, the terms and conditions of this Interim Order shall be immediately effective and 

enforceable upon its entry and the requirements of Bankruptcy Rule 6004(h) are hereby waived. 

11. The notice described in the Motion is sufficient and any requirement of further or 

different notice, under Bankruptcy Rule 6004(a) or otherwise, is hereby waived. 

12. The Debtors are authorized and empowered to take all actions necessary to 

implement the relief granted in this Interim Order.  

13. The Debtors are directed, within forty-eight hours of the entry of this Interim 

Order, to serve a copy hereof upon all the parties that were served with the Motion, along with 

any parties that have filed notices of appearance in these Cases since the filing of the Motion, the 

foregoing constituting all parties required to be served pursuant to Local Rule 9013-1(m)(iii). 

14. This Court shall retain exclusive jurisdiction with respect to any and all matters, 

claims, rights, or disputes arising from or related to the implementation or interpretation of this 

Interim Order. 

15. A hearing to consider entry of a final order on the Motion is scheduled for 

_________, 2019, at __:__ _.m. (prevailing Eastern Time) before the Honorable 

___________________, United States Bankruptcy Judge, at the United States Bankruptcy Court 

for the District of Delaware, 824 N. Market Street, Wilmington, Delaware 19801.  Objections to 
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final relief on the Motion shall be in writing and filed with the Clerk of the Court no later than 

________, 2019, at 4:00 p.m. (prevailing Eastern Time), with copies served upon: (i) proposed 

counsel to the Debtors, (a) Robinson & Cole LLP, 1000 N. West Street, Suite 1200, Wilmington, 

Delaware 19801 (Attn: Jamie L. Edmonson, email: jedmonson@rc.com), and (b) Bryan Cave 

Leighton Paisner LLP, 1201 W. Peachtree Street, NW, 14th Floor, Atlanta, Georgia 30309-3471 

(Attn: Mark Duedall, email: mark.duedall@bclplaw.com and Andrew J. Schoulder, email: 

andrew.schoulder@bclplaw.com), (ii) counsel for the DIP Lender, (a) Cooley LLP, 1114 Avenue 

of the Americas, New York, NY 10036 (Attn: Cathy Hershcopf, email: 

chershcopf@cooley.com), and (b) Bayard P.A., 600 North King Street, Ste. 400, Wilmington, 

DE 19801 (Attn Erin R. Fay email: efay@bayardlaw.com; (iii) counsel to any statutory 

committee appointed in these Cases; and (iv) the Office of the United States Trustee for the 

District of Delaware, J. Caleb Boggs Building, 844 King Street, Suite 2207, Lockbox 35, 

Wilmington, DE 19801 (Attn: ___________, email: _______@usdoj.gov).  If no objections to 

entry of a final order on the Motion are timely received, this Court may enter such final order 

without further notice or hearing.
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