
 

 

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE SOUTHERN DISTRICT OF INDIANA 

INDIANAPOLIS DIVISION 

 
In re: 
 

USA GYMNASTICS,
1
 

 
Debtor. 

 

 
Chapter 11 
 
Case No. 18-09180-RLM-11 
 
 

 
DEBTOR’S REPLY TO RESPONSE OF THE ADDITIONAL TORT CLAIMANTS 
COMMITTEE OF SEXUAL ABUSE SURVIVORS TO DEBTOR’S MOTION FOR 

AUTHORITY TO ENTER INTO EMPLOYMENT AGREEMENT 

USA Gymnastics (“USAG”), submits its Reply to the Response [Dkt. 348] (the 

“Response”) filed by the Additional Tort Claimants Committee of Sexual Abuse Survivors (the 

“Committee”) to USAG’s Motion For Authority To Enter Into Employment Agreement [Dkt. 319] 

(the “Motion”) with its newly appointed Chief Executive Officer, Li Li Leung.  

REPLY 
 
 USAG selected Ms. Leung as its new CEO after an extensive search process, led by 

Spencer Stuart, a leading search firm. That process began this past fall and included, among other 

things, a survey of over 170 athletes, coaches, gym owners, parents, and others in the gymnastics 

community to learn their views on the most important priorities, experiences, and characteristics 

for USAG’s new CEO. The search committee, which included USAG Board members, an athlete, 

and others, selected Ms. Leung as the leading candidate after multiple interviews. The full USAG 

Board ultimately chose her because of both her business pedigree and her gymnastics background. 

In addition to holding a Master’s of Business Administration and a Master’s of Science in Sports 

Management, Ms. Leung most recently served as a vice president at the National Basketball 

                                                 
1 The last four digits of the Debtor’s federal tax identification number are 7871. The location of the Debtor’s principal 
office is 130 E. Washington Street, Suite 700, Indianapolis, Indiana 46204. 
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Association and has experience building new offices from the ground up. She also is a former elite 

gymnast who has worked both as a coach and as an advocate and advisor for athletes at the 

collegiate level. Ms. Leung understands sports from both an athlete’s and a coach’s perspective, 

and she has made clear to USAG, to the Committee during her meeting with its counsel, and to the 

entire gymnastics community that athlete safety is her first priority. 

Given her impressive background, USAG is pleased that the Committee does not oppose 

the Debtor’s Motion and is very hopeful that the Committee members will work with Ms. Leung. 

USAG is, however, disappointed that the Committee chose to express its decision not to object in 

an eleven-page Response that is largely devoted to complaints about prior USAG CEOs (see 

Response 3-5) and about whether USAG provided sufficient information to the Committee about 

the search process (see Response 5-7). The Committee’s two substantive comments—that if the 

USAG Board elects to grant Ms. Leung a bonus, it should wait to do so until after the effective 

date of a plan of reorganization and that Ms. Leung should not receive a severance payment if she 

is employed for only a short time—are requests which, if the Committee had made them before 

filing its Response, USAG would have agreed to accommodate. Contemporaneous with filing this 

Response, USAG has submitted a revised Order providing that an award of a bonus will be tied to 

the effective date of the plan and that any severance payment will be subject to Court approval. 

Accordingly, because there are no other comments with respect to the Motion that need to be 

addressed at this time, USAG requests that the Court enter the revised order.2   

                                                 
2 The Committee also suggests that the Court should be involved in setting metrics for any bonus. Even assuming that 
the Code contemplates bankruptcy court involvement in managerial decisions—as opposed to approving a debtor’s 
decision after it is made in those instances where the Code requires approval—because no bonus will come due until 
after the effective date of a plan when USAG will no longer be a debtor-in-possession, this request is moot. Further, 
because no one is asking the Court to approve a bonus today, the Court does not have to address whether Committee’s 
views on the applicability of 11 U.S.C. § 503(c) are in fact correct, a point USAG would dispute given that, among 
other things, the nature of the bonus is to incent, not to retain, Ms. Leung. See In re Glob. Home Prods., LLC, 369 
B.R. 778, 787 (Bankr. D. Del. 2007) (“[t]he Court is fully satisfied on the basis of the facts presented that Debtors are 
asking it to approve incentive, not retention plans and, therefore, § 503(c) does not come into play”).    
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Although USAG does not want to burden the Court with unnecessary papers, USAG 

responds briefly to the two other points the Committee made for purposes of correcting the public 

record. USAG does so mindful of the fact that it wants to work to repair its relationship with the 

survivors on the Committee and others in the gymnastics community. Toward that end, since the 

Committee was formed, USAG has asked for a meeting with Committee members almost on a 

weekly basis. In fact, one of the first issues raised with the Committee when it was formed was a 

confidentiality agreement that would have allowed USAG to share details of the CEO search and 

hiring process, which were necessarily confidential to protect the applicants. The Committee has 

consistently declined USAG’s invitation for a meeting. And it would not agree to a confidentiality 

agreement until March 4—after Ms. Leung’s hiring had been announced. 

USAG and Ms. Leung welcome an open dialogue with the Committee. USAG wants to 

talk to the Committee about the steps it has taken and is taking to ensure the safety of its athletes 

and to move gymnastics forward—not debate these issues in Court papers.  

A. USAG’s Commitment To Athlete Safety. 

Ms. Leung, USAG’s Board, and the entire organization is committed to ensuring athlete 

safety. On June 26, 2017, Deborah Daniels submitted her Report to USA Gymnastics on Proposed 

Policy and Procedural Changes for the Protection of Young Athletes. USAG’s Board voted 

unanimously to implement all of the safety recommendations in the Daniels Report. Nearly all of 

the Daniels Report recommendations have now been implemented or are in progress. Information 

regarding USAG’s implementation of the Daniels Report recommendations is available on 

USAG’s website.3  

                                                 
3 See http://www.usagymprogressreport.com/deborah-daniels-report-update/ and http://www.usagymprogressreport. 
com/recommendations/. 
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USAG’s website also has links to its Safe Sport Policy and Code of Ethical Conduct. The 

website further provides a way for individuals to quickly and electronically submit any claims of 

abuse or misconduct to USAG’s Safe Sport team. USAG hired new employees to lead its Safe 

Sport initiatives, including a former child abuse and sex crime prosecutor to investigate and report 

claims of abuse and an experienced child advocate to develop and implement new training and 

educational programs for athletes, coaches, parents, and others. Ms. Leung and these leaders in 

USAG’s Safe Sport department would be happy to talk to Committee about their efforts to ensure 

athlete safety. 

B. USAG’s Communications With The Committee.  

The Response provides an incomplete summary of USAG’s attempt to engage with the 

Committee. Prior to March 4, 2019, the Committee had never agreed to keep information it 

received from USAG confidential. Importantly, without a confidentiality agreement in place, 

during the period between February 7 (when the Employment Contract was signed) and February 

19 (when USAG announced Ms. Leung’s hiring), USAG could not share confidential information 

about the hiring process because the premature release of that information would have been 

detrimental for both USAG and Ms. Leung, who was transitioning from her prior employment. As 

a result, USAG was only able to inform the Committee of its hiring decision shortly before it 

publicly announced that decision. 

The decision not to engage before USAG announced Ms. Leung’s hiring was the 

Committee’s alone. Both before and after February 7, USAG invited the Committee to meet with 

the Chairperson of USAG’s Board on a confidential basis to discuss the hiring process. (See, e.g., 

Group Exhibit A hereto.) The Committee declined these invitations. USAG also offered to 

Case 18-09108-RLM-11    Doc 350    Filed 03/24/19    EOD 03/24/19 16:27:07    Pg 4 of 5



 

5 

arrange a meeting between the CEO and the Committee once the CEO was announced.4  

When USAG and Ms. Leung were ready to publicly announce Ms. Leung’s employment, 

USAG’s counsel called the Committee’s counsel and renewed the invitation for a meeting. 

Although the Committee members did not attend, on March 19, for over two hours, Ms. Leung 

spoke candidly about her goals and expectations for USAG, answered the Committee’s counsels’ 

questions, and invited the Committee multiple times to meet with her. While it is regrettable that 

the Committee’s mischaracterization of USAG’s efforts to engage with the Committee color the 

Response, USAG views it as a positive step forward that the Committee appears to recognize the 

credentials and leadership strength of Ms. Leung. She and USAG’s Board Chairperson look 

forward to meeting with the Committee members when the Committee is ready to do so. 

Dated: March 24, 2019    Respectfully submitted, 

       JENNER & BLOCK LLP 
 

By: /s/ Catherine Steege         

Catherine L. Steege (admitted pro hac vice) 
Dean N. Panos (admitted pro hac vice) 
Melissa M. Root (#24230-49) 
353 N. Clark Street 
Chicago, Illinois 60654 
(312) 222-9350 
csteege@jenner.com 
dpanos@jenner.com 
mroot@jenner.com 

                                                 
4 The Committee’s recitation of a timeline of requests is incomplete. For example in response to counsel’s January 
22, 2019 email, counsel had a lengthy conversation on January 23 conveying the information that could be provided 
without a confidentiality agreement. The Committee’s counsel also infers that counsel’s February 13 email is 
misleading. But as acknowledged in the Court papers (see Response 6), every time counsel asked in conversation 
whether a new CEO had been hired, USAG’s counsel stated that she could not answer the question absent complete 
confidentiality. That fact and the fact that the February 13 email does not state that the meeting would take place once 
a new CEO was hired should have made it clear that counsel was making no representations about whether a CEO 
was hired. The Committee also complains that USAG’s CFO, Scott Shollenbarger, testified at the 341 meeting that he 
did not know whether a CEO had been hired. Mr. Shollenbarger’s testimony was truthful. USAG’s Board, not Mr. 
Shollenbarger, led the CEO search. The Board did not announce its candidate internally until February 19 at the same 
time it told the public. The Board did this to protect confidentiality until Ms. Leung was ready to announce her job 
change publicly.  
 

Case 18-09108-RLM-11    Doc 350    Filed 03/24/19    EOD 03/24/19 16:27:07    Pg 5 of 5



Exhibit A

Case 18-09108-RLM-11    Doc 350-1    Filed 03/24/19    EOD 03/24/19 16:27:07    Pg 1 of 5



1

From: Steege, Catherine L.
Sent: Wednesday, February 13, 2019 4:37 PM
To: 'James Stang'; Ilan D. Scharf; Meredith R. Theisen; Deborah Caruso
Cc: Root, Melissa M.
Subject: In re USAG

Jim, 

 Following up on our conversation of yesterday afternoon, you stated that you wanted more information about 
the work Spencer Stuart has been doing to locate a new CEO for USAG. In response to the questions you 
raised,  I have the following information to share: 

(1) The members of the board that are on the search committee are Brent Lang, Kimberly Till, Kittia 
Carpenter, and Justin Spring (former Olympic athlete). The search committee included non-board representation 
from the gymnastics community, including athlete representation.  The search committee conducted initial 
interviews, but all members of the board have met with candidates after the first round of interviews. 

(2) The individuals at Spencer Stuart who work on the engagement are identified in the letter agreement 
attached to the motion. In addition to their recruiting experience, as outlined in the letter, these individuals all 
have collegiate athletic experience.

(3) The Assignment Procedures document attached to the engagement letter, which is part of the motion, 
outlines the work Spencer Stuart did to assess the needs of USAG and the qualities a new CEO must possess. In 
addition to what is identified in the Assignment Procedures, Spencer Stuart surveyed over 200 individuals, 
including former and current athletes, coaches, judges, club owners, parents, marketing sponsors, and others to 
obtain views about priorities for a new CEO, important experiences and characteristics a new CEO should have, 
and what respondents would like to see changed vs. unchanged at USAG. Spencer Stuart incorporated feedback 
from the 170 plus individuals who participated in the survey into the position specifications.  

(4) There have been nine candidates who have been interviewed.

(5) Finally, you indicated you were not familiar with Spencer Stuart. It is an international executive search firm 
with offices around the globe and across the United States. Attached is a link to a Forbes article ranking 
executive search firms and Spencer Stuart is ranked #4. The link is: https://www.forbes.com/best-executive-
recruiting-firms/list/#tab:overall.

If you have further questions, please let me know. I hope that this addresses your concerns and that your 
committee will not file an objection to the assumption of the Spencer Stuart contract.  

Also, as I have previously conveyed to you, Kathryn Carson and other members of the board are more than 
willing to meet with your committee members to discuss the search process on a confidential basis and/or to 
meet with your committee with the new CEO once a candidate is announced.  

Finally we have reached out to the insurers about making changes to the survivors’ claim form. We are willing 
to extend the objection deadline to Friday to allow us to hear back from the insurers and hopefully either reach 
some agreement or at least narrow the issues. In any event, we will talk to Ilan tomorrow morning at 8 
CT/9ET.
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Cathy

Catherine L. Steege

Jenner & Block LLP 
353 N. Clark Street, Chicago, IL 60654-3456  |  jenner.com
+1 312 923 2952 | TEL  
+1 312 840 7352 | FAX  
CSteege@jenner.com 
Download V-Card  |  View Biography 

CONFIDENTIALITY WARNING: This email may contain privileged or confidential information and is for the sole use of the intended recipient(s). Any unauthorized 
use or disclosure of this communication is prohibited. If you believe that you have received this email in error, please notify the sender immediately and delete it 
from your system.
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From: James Stang <jstang@pszjlaw.com>
Sent: Tuesday, February 05, 2019 3:22 PM
To: Steege, Catherine L.; Root, Melissa M.
Cc: Ilan D. Scharf; Joshua Fried; Deborah Caruso; Meredith R. Theisen
Subject: USA Gymnastics:  341(a) meeting

External Email – Exercise Caution
Dear Cathy and Melissa:

The Committee is very disappointed that Ms. Carson will not be appearing at the 341(a) meeting as a designee of the
Debtor. While she has offered to make herself available at a confidential meeting between the Committee and the
Debtor, such a confidential meeting is not the equivalent of a public creditors meeting at which the Debtor testifies
under oath. Given the current circumstances, however, the Committee will not be seeking a court order designating Ms.
Carson as the Debtor for purposes of the February 7, 2019 session of the 341(a) meeting.

The Committee will participate in the examination of the Debtor on Thursday and reserves the right to seek an
adjournment of the meeting to a date certain and to seek a Court order designating who should appear on behalf of the
Debtor if the meeting is adjourned.

Yours,

Jim

James Stang
Pachulski Stang Ziehl & Jones LLP
Direct Dial: 310.772.2354
Tel: 310.277.6910 | Cell: 310.420.7535 | Fax: 310.201.0760
jstang@pszjlaw.com
vCard | Bio | LinkedIn

Los Angeles | San Francisco | Wilmington, DE | New York | Costa Mesa

CONFIDENTIALITY 
This e-mail message and any attachments thereto is intended only for use by the addressee(s) named herein and may contain legally privileged and/or confidential 
information. If you are not the intended recipient of this e-mail message, you are hereby notified that any dissemination, distribution or copying of this e-mail 
message, and any attachments thereto is strictly prohibited. If you have received this e-mail message in error, please immediately notify me by telephone and 
permanently delete the original and any copies of this email and any prints thereof. 

NOT INTENDED AS A SUBSTITUTE FOR A WRITING 
Notwithstanding the Uniform Electronic Transactions Act or the applicability of any other law of similar substance and effect, absent an express statement to the 
contrary hereinabove, this e-mail message, its contents, and any attachments hereto are not intended to represent an offer or acceptance to enter into a contract 
and are not otherwise intended to bind the sender, Pachulski Stang Ziehl & Jones LLP, any of its clients, or any other person or entity.
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