Hearing Date: April 22, 1999
Time: 10:00 a. m

UNI TED STATES BANKRUPTCY COURT
SOQUTHERN DI STRI CT OF NEW YORK

- - - - - - - - - - - - - - - - X

In re : Chapter 11
Case Nos. 95 B 42777
BRADLEES STORES, INC., et al., : through 95 B 42784 (BRL)
Debt or s. : (Jointly Adm ni stered)

APPLI CATI ON OF DEVEY BALLANTI NE LLP FOR ORDER (1)
ALLON NG COVPENSATI ON FOR SERVI CES RENDERED AND
REI MBURSEMENT OF EXPENSES AND DI SBURSEMENTS FOR THE
PERI OD FROM JANUARY 1, 1999 THROUGH FEBRUARY 2, 1999,
(11) AUTHORI ZI NG PAYMENT OF HOLDBACK AND (I11)
GRANTI NG FI NAL ALLOWANCE OF COMPENSATI ON AND
REI MBURSEMENT OF EXPENSES AND DI SBURSEMENTS PREVI OUSLY
ALLONED

TO THE HONORABLE BURTON R. LI FLAND,
UNI TED STATES BANKRUPTCY JUDGE

Dewey Bal | antine LLP ("Dewey Bal |l antine" or
"Applicant"), counsel for Bradlees Stores, Inc. ("Stores"),
New Hori zons of Yonkers, Inc. ("YON'), Bradlees, Inc.,

Bradl ees Adm nistrative Co., Inc., Dostra Realty Co., Inc.
("Dostra"), Maxinedia Services, Inc., New Horizons of
Bruckner, Inc., and New Horizons of Westbury, Inc.
(collectively, "Bradlees"), hereby submts this application
(the "Application") pursuant to section 330 of the United
St ates Bankruptcy Code, 11 U S.C. 88 101 et seq. (the

"Bankruptcy Code") and Rule 2016 of the Federal Rules of



Bankruptcy Procedure (the "Bankruptcy Rul es") seeking an
order (i) allow ng conpensation for services rendered and
rei mbur senent of expenses and di sbursenents for the period
fromJanuary 1, 1999 through February 2, 1999 (the "Final
Fee Period"), (ii) granting final allowance of conpensation
and rei nbursenent of expenses and di sbursenents for
services rendered as counsel for Bradl ees during the period
fromJune 23, 1995 (the "Petition Date") through February
2, 1999 (the

"Effective Date"), and (ii) directing paynent of that
portion of previously awarded conpensati on whi ch was

subj ect to a hol dback (the "Hol dback"),! and in support of

the application, respectfully represents as foll ows:

| nt roducti on

1. On the Petition Date, Stores and each of its
affiliates filed voluntary petitions for relief under
Chapter 11 of the Bankruptcy Code. Pursuant to an Order of
this Court dated June 23, 1995, Bradlees' chapter 11 cases
were consolidated for procedural purposes only and were

jointly adm nistered. No trustee or exam ner was appoi nted

! During the period fromthe Petition Date through
the Effective Date (the "Case"), the Court directed a
hol dback of Applicant's fees in the aggregate anount of
$406, 252. 63.



in these cases. On July 6, 1995, an Oficial Commttee of
Unsecured Creditors (the "Creditors' Conmmttee") was forned
pursuant to Bankruptcy Code section 1102(a).

2. On January 27, 1999, the Court entered two
orders confirm ng Bradl ees’ Second Amended Joint Pl an of
Reor gani zation (the "Second Amended Plan"):2 (i) an Order
Confirm ng Second Amended Joint Plan of Reorgani zation for
Bradl ees Stores, Inc. and Affiliates under Chapter 11 of
t he Bankruptcy Code, and (ii) an Order Confirm ng Second
Amended Joint Plan of Reorganization for New Horizons of
Yonkers, Inc. under Chapter 11 of the Bankruptcy Code (the
"Yonkers Confirmation Oder"). The Effective Date of the
Second Amended Pl an occurred on February 2, 1999.°3

3. Bradl ees owns and operates di scount retai
departnment stores in the northeastern United States.

4. Pursuant to Section Il (B) of the Cuidelines
for Review ng Applications for Conpensation and
Rei nbur senent of Expenses Under 11 U.S.C. § 330, made

applicable to cases pending in the Southern District of New

2 Capitalized ternms not otherw se defined herein

shal | have the nmeaning given such terns in the Second
Amended Pl an.

s Under the terns of the Plan and the Yonkers

Confirmati on Order, the Yonkers Effective Date has not yet
occurred, and YON remai ns a debtor-in-possessi on.



York by the Amended Cuidelines for Fees and Di sbursenents
for Professionals in Southern District of New York
Bankruptcy Cases (the "Quidelines"), Applicant is required
to describe the status of Bradlees' chapter 11 cases. In

accordance with such requirenent, Bradlees submts the

fol | ow ng:

(a) Plan and Di sclosure Statenent -- On Septenber 17,
1998, the Bankruptcy Court held a hearing to
consi der the adequacy of Bradl ees' disclosure
statenent, and in an Order dated Cctober 5, 1998,
t he Bankruptcy Court approved the disclosure
statenent. On Novenber 18, 1998, the Court
entered an Order confirmng Bradl ees' First
Amended and Modified Joint Plan of
Reorgani zation. On Decenber 23, 1998, the United
States District Court for the Southern District
of New York reversed the Confirmation Order. On
January 26, 1999, Bradlees filed the Second
Amended Pl an, and on January 27, 1999, the Court
entered two Orders confirm ng the Second Anmended
Pl an.

(b) Operating Reports and Paynent of Fees -- Bradl ees

has paid all quarterly fees to the United States
Trustee as they have becone due. Likew se,

Bradl ees has filed all nonthly operating reports
in a tinely fashion.

Rel i ef Requested

5. Applicant has submtted twel ve applications
(each a "Fee Application") seeking paynment of fees and
rei mbursenment of expenses. The Court entered twelve orders
approving the Fee Applications submtted by Applicant. The
twel fth Fee Application covered the period from Septenber
1, 1998 through Decenber 31, 1998. As set forth above,

however, the Effective Date of Bradl ees’ Second Anmended
4



Plan did not occur until February 2, 1999. Thus, the Court
has not yet considered Applicant's fees and expenses
incurred during the period from January 1, 1999 through and
i ncludi ng February 2, 1999.

6. Dewey Bal |l antine submts this Application
seeking an order (i) allow ng conpensation for services
rendered and rei nbursenent of expenses and di sbursenents
incurred during the Final Fee Period, (ii) granting final
al | omance of conpensation and rei nbursenent of expenses and
di sbursenents for services rendered as counsel for Bradlees
during the Case, and (iii) directing paynment of the
Hol dback

7. Appl i cant has maintained detail ed records of
the time expended in rendering the professional services
performed on behal f of Bradl ees during the Final Fee
Period. Such tinme records were generated contenporaneously
with the performance of the professional services described
therein and in the ordinary course of Dewey Ballantine's
practice. The individual time records were recorded by the
attorney or |egal assistant who rendered the particul ar
servi ces described. Annexed hereto as Exhibit Ais a
schedul e whi ch shows a sunmary of the hours worked, the
hourly billing rates and the total charges of each

pr of essi onal and paraprof essional perform ng services in



this matter during the Final Fee Period. Annexed hereto as
Exhibit Bis a copy of the actual tinme records maintained
by Dewey Ballantine for the Final Fee Period.

8. Applicant's records reflect that, during the
Final Fee Period, attorneys, clerks and | egal assistants
rendered an aggregate of 2,080 hours of |egal services.
These services represent a total charge of $590, 681. 00,
cal cul ated in accordance with Dewey Ballantine's norma
hourly rates in effect at the tinme the services were
render ed.

9. Dewey Bal | antine al so mai ntains records of
all expenses and di sbursenents incurred by Applicant which
were necessary in connection with the performance of its
services. Attached hereto as Exhibit Cis a schedul e,
prepared from docunents mai ntai ned by Dewey Ball antine's
billing departnment with respect to such expenses, which
schedul e sets forth the anbunts and types of expenses
incurred during the Final Fee Period. The anmount of
expenses incurred by Applicant on behal f of Bradl ees during
the Final Fee Period aggregates $34,175.75. Attached
hereto as Exhibit Dis a conplete breakdown of all such
expenses.

10. Moreover, Applicant's records reflect that,

during the Case, attorneys, clerks and | egal assistants



rendered an aggregate of 46,526.30 hours of |egal services.
Annexed hereto as Exhibit E is a schedul e which shows a
summary of the hours worked, the hourly billing rates and
total charges of each professional and paraprof essi onal
performng services in this matter. During the Case,
excluding the Final Fee Period, Applicant was awarded
i nteri mconpensation in the anmount of $10, 789, 649. 60,
subj ect to the Hol dback in the anount of $406, 252. 63 and
rei nbursenent of expenses in the anount of $1, 058, 327.72.
Attached hereto as Exhibit F is a schedule, prepared from
docunents mai ntai ned by Dewey Ballantine's billing
departnent, which sets forth the anbunts and types of
expenses incurred during the Case (including the Final Fee
Peri od).

11. As stated above, Applicant has filed twel ve
Fee Applications.* The following table sets forth the date
of each Fee Application, the anmbunt of fees and expenses

requested, and the anount of fees and expenses awar ded:

4 Annexed to each Fee Application was an exhi bit

containing detailed tinme descriptions of the work perforned
by Applicant during the relevant fee period. Because of
the great size of the tine descriptions annexed to each Fee
Appl i cation, Applicant has not annexed tinme descriptions
hereto. Copies of Applicant’s tinme descriptions have been
filed with the Court and may be exam ned during nor mal

busi ness hours. Copies of such tine descriptions may al so
be requested from Applicant at the address set forth bel ow
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Docket Fees Fees Expenses Expenses

o Fee Peri od Request ed Awar ded Requested  Awar ded

Twel fth Interim
Peri od
3441 9/1/98 - $1, 270, 396. 50 $1, 270, 396. 50 $127, 220. 21 $127, 220. 21
12/ 31/ 98

12. During the first three interimfee periods,
al though the Court allowed Applicant's fees in the anobunts
requested, the Court directed that an aggregate anount of
$406, 252. 63 be retai ned by Bradl ees as a Hol dback. The
Court did not direct Bradl ees to hol dback any additional
fees during the final nine interimfee periods.

13. Applicant respectfully submts that the
pr of essi onal services which it rendered and the expenses
which it incurred on behalf of Bradlees during the Case
were necessary and resulted in very substantial benefits to
Bradl ees and its estates.

Servi ces Rendered

14. Applicant submts that in |ight of
Applicant's success in guiding Bradl ees through Chapter 11,
in particular, (a) achieving confirmation of a plan of
reorgani zation with overwhel mng creditor support which
provided for the continuation of Bradl ees as a going
concern with significant distributions to creditors, (b)
the Court's previous Orders approving Applicant's prior Fee

Applications, (c) the size and conplexity of the Case, and
9



(d) the quality of Applicant's services, the relief
requested in this Application should be granted. Set forth
below is a sunmmary of the nore significant services

provi ded by Applicant to Bradl ees during the Case. Based
on an anal ysis of each of the foregoing and ot her rel evant
factors, Applicant respectfully submts that the Court
should enter an Order (i) allow ng conpensati on and

rei nbursenent of expenses for services rendered during the
Final Fee Period, (ii) directing paynent of the Hol dback
and (iii) granting final allowance of conpensation and

rei mbur senent of expenses.

A Ri ghts and Duties of Debtors in Possession

15. Throughout the Chapter 11 Case, Applicant
wor ked closely with Bradl ees to ensure that Bradl ees
operated in accordance with the provisions of the
Bankruptcy Code and appli cabl e non-bankruptcy | aw and
responded to nunerous inquiries posed by Bradl ees
concerni ng possible transactions and ot her business issues.
Appl i cant counsel ed Bradl ees regardi ng proscri bed,
permtted and required conduct, and Bradl ees' fiduciary and
managerial role with respect to such transacti ons and
I Ssues.

B. Debt or -i n- Possessi on and Energence Fi nanci ng

10



16. Prior to the Petition Date, Bradlees faced
severe liquidity problens. In an effort to alleviate such
problens, and in order to continue to operate their
busi nesses as debtors-in-possession, on June 23, 1995,
Bradl ees entered into an agreenent with Chem cal Bank,
predecessor-in-interest to The Chase Manhattan Bank
("Chase"), as Agent, under which Chase provi ded Bradl ees
with a working capital facility to neet Bradl ees' ongoing
cash and credit requirenents during the Chapter 11 case
(the "Chase DIP Facility"). The Chase DIP Facility had a
two-year term with an original maturity date of June 23,
1997.

17. Prior to the Petition Date, Applicant
drafted a Motion which was filed wth the Court requesting
aut horization to enter into the Chase DIP Facility. By
O der dated June 26, 1995, the Court authorized Bradlees to
obtain interimDI P financing in the anount of $100 million.
On July 11, 1995, the Court entered a Final O der
aut hori zing and approving the Chase DIP Facility in the
full anmount of $250 nmillion.

18. Wth the Chase DIP Facility in place,
vendors resuned shipnments to Bradl ees of new inventory on
normal business ternms. During the course of the Chapter 11

case, Applicant negotiated several anmendnents to the Chase

11



DP Facility.

The follow ng table sumari zes the dates of

each amendnent and the primary function, inter alia, of

each anendnent:

Amendnment

Dat e

Pur pose

Fi rst Amendment

Second
Amendment

Thi rd Amrendnment

Amendnent by
Letter
Agr eenent

June 30, 1995

August 9, 1995

March 15, 1996

August 15, 1996

12

Modi fied certain
definitions contained
in the Chase DI P
Facility.

Provi ded for the
syndi cation of |oans
to be nade under the
Chase DIP Facility to
a group of banks.

Modi fied certain
definitions and
financial covenants
contained in the Chase
DP Facility.

Permtted the closing
of fourteen stores and
t he establishnent of a
mar kdown reserve in
connection therewth.



Amendnent Dat e Pur pose

Fourth Septenber 13, 1996 Provided for a
Anendment reduction in the funds
avai | abl e under the
DIP line due to
cl osure of store
| ocations and nodified
certain financial
covenants contained in
t he Chase DI P
Facility.

Fifth Amendnent January 13, 1997 Provided for a
nmodi fi cation of the
EBI TDA covenant
contained in Section
6. 05 of the Chase DI P

Facility.
Amendnent by February 20, 1997 Permtted the closure
Letter of the store |ocated
Agr eenent in New Hyde Park, New
Yor k.
Si xth Amendnent March 20, 1997 Extended the maturity

date of the Chase DI P
Facility for one year.

Sevent h Cct ober 29, 1997 | ncreased the
Anendnent ° borrow ng base,
i ncreasi ng the anount
of available credit to
Br adl ees.

5 Technical ly, the Seventh Arendnent to the Chase

DIP Facility is the First Amendnent to the "Anmended and
Restated Revolving Credit and Guaranty Agreenent” which was
(conti nued)

13



19. In connection with the Chase DIP Facility,
Applicant al so negotiated with Bradl ees' prepetition Bank
G oup (the "Bank Group") and Chase to obtain stand-by
letters of credit from Chase to "back up" existing letters
of credit issued by the Bank G oup. This enabl ed Bradl ees

to, inter alia, obtain certain inported goods which vendors

were unwilling to ship absent such assurances.

20. Toward the end of 1997, Bradl ees believed
that additional availability under a new financing facility
was necessary to provide liquidity levels during the 1998
fiscal year (the fiscal year in which Bradl ees anticipated
its exit fromchapter 11), which would be sufficient to
satisfy the vendor community. Therefore, Bradl ees sought
to replace the Chase DIP Facility wwth a financing (a)
whi ch woul d provide Bradlees with additional availability
by further increasing the percentage of eligible inventory
on whi ch borrowi ng was based, and by defining eligible
inventory nore liberally and (b) which would convert into
an exit financing facility upon energence from Chapter 11.

21. Applicant and Bradl ees expl ored the

possibility of obtaining such financing from various

executed as part of the Sixth Amendnent, and restates and
i ncorporates all of the previous Anendnents.

14



sources and solicited bids froma nunber of financial
institutions. Applicant and Bradl ees eventual |y determ ned
t hat BankBoston, N. A ("BankBoston") submtted the nost
favorabl e bid. Applicant prepared and filed with the Court
an Application dated Decenber 3, 1997 seeking authorization
to enter into a DIP Financing facility with BankBoston. On
Decenber 22, 1997, the Court entered an Order authorizing
Bradlees to enter into the DI P agreenent w th BankBoston
(the "BankBoston DIP Facility"). As conpared to the Chase
DIP Facility, the BankBoston DIP Facility provi ded Bradl ees
with greater availability, and hence greater liquidity, for
| esser fees and for a | onger term

22. By its ternms, the BankBoston DI P Facility
was convertible, by replacenent, upon the satisfaction of
certain conditions, into an exit financing facility for a
termequal to the earlier of (a) three years fromthe date
of closing of the exit facility or (b) four years from
Decenber 23, 1997. Applicant assisted Bradlees in
negoti ati ng and docunenting the ternms of the exit
financing. On February 2, 1999, Bradlees’ Effective Date,
Br adl ees converted the BankBoston DIP Facility into an exit
financing facility and energed from Chapter 11

C. Excl usi vity EXtensions

15



23. Section 1121 of the Bankruptcy Code grants a
debt or-in-possession the exclusive right to file a plan of
reorgani zation for 120 days after the filing of a voluntary
petition for relief under Chapter 11 and the excl usive
right to solicit acceptances of that filed plan for 180
days after the Petition Date. Section 1121 additionally
provi des that each of these periods may be extended for
cause before its expiration. On five occasions during the
pendency of Bradl ees' case, Applicant prepared witten
noti ons seeking extensions of Bradlees' tinme to file and
solicit acceptances of a plan of reorganization and
prepared argunents to support Bradlees' right to such
ext ensi ons. ®

24. First, toward the end of Bradlees' initial
exclusivity period, which was set to expire on Cctober 23,
1995, Applicant successfully denonstrated to the Court that
sufficient cause existed to extend Bradl ees' exclusive
periods on the basis that Bradl ees’ managenent had expended
significant tine since the Petition Date responding to
numerous inquiries and information requests made by the

Creditors' Commttee, the Bank G oup, vendors, custoners

6 Appl i cant al so nade one oral notion to extend the

exclusive solicitation period, which notion the Court
gr ant ed.

16



and landlords. In addition, during the exclusive period,
Bradl ees, with Applicant's assistance, had negotiated the
Chase DIP Facility and a nerchandi se return program and
additional tinme was needed to renedy Bradl ees' other
operational problenms. By O der dated Novenber 20, 1995,
Bradl ees’ notion was granted and the exclusive filing

peri od was extended through June 30, 1996 and the exclusive
solicitation period through August 29, 1996.

25. On June 7, 1996, Applicant filed a notion
seeking to further extend Bradl ees' exclusivity periods.

In the notion, Applicant asserted that Bradl ees needed
additional tinme to fully inplenent and evaluate its

busi ness plan. Follow ng a contentious hearing held before
the Court on June 25, 1996, at which various creditor
constituencies objected to the relief sought, the Court
entered an Order extendi ng Bradl ees' exclusive periods to
file a plan of reorganization through February 1, 1997, and
extendi ng Bradl ees’ exclusive periods in which to solicit
acceptances of a plan through April 2, 1997.

26. On January 10, 1997, Applicant filed a
nmotion with the Court seeking an additional extension of
Bradl ees' exclusivity periods. 1In the notion, Applicant
informed the Court of the recent appointnent of Peter

Thorner as Chairman and Chi ef Executive Oficer follow ng

17



the dism ssal by Bradlees of the prior Chief Executive
Oficer. Applicant asserted that additional tine was
needed to successfully inplenent M. Thorner's strategies.
The Court entered an Order on January 21, 1997, extending
Bradl ees' exclusive periods to file a plan of

reorgani zation through August 4, 1997, and extending the
exclusive periods to solicit acceptances of a plan through
Oct ober 3, 1997.

27. On July 3, 1997, Applicant filed a notion
seeking the entry of an order further extendi ng Bradl ees
exclusive periods to file a plan of reorgani zati on and
solicit acceptances of the plan through February 2, 1998
and April 3, 1998, respectively. In the notion, Applicant
asserted that although the early signs from Peter Thorner's
initiatives were positive, Bradlees required additional
time to reorgani ze its operations and that the extension
was necessary to maintain the confidence of the vendor and
factor communities and to preserve continued credit support
fromthose groups. By Order dated July 15, 1997, the
Bankruptcy Court authorized the extension of exclusivity
over the objections of certain creditor constituencies.

28. On Decenber 8, 1997, Applicant filed a
motion with the Court seeking the entry of an order

ext endi ng Bradl ees' exclusive periods to file a plan of

18



reorgani zation and solicit acceptances of the Plan through
August 3, 1998 and COctober 5, 1998, respectively. In the
notion, Applicant stated that although Bradl ees was at its
heal t hi est position since entering Chapter 11, it was not
yet ready to energe from bankruptcy. Applicant further
stated that the additional time would allow for the
occurrence of two pivotal steps toward the confirnation of
a plan of reorganization: (i) the continued strengthening
of Bradl ees' operational performance, and (ii) an agreenent
anong Bradl ees' creditors on how their interests in

Bradl ees’ estates should be distributed.

29. Several creditor groups objected to this
extensi on of Bradl ees' exclusive periods, and asserted that
Bradl ees was, after nearly two-and-a-half years in
bankruptcy, capable of energing from Chapter 11. Applicant
entered into negotiations wth the objecting creditor
groups, and the parties subsequently agreed that Bradlees
excl usi ve periods woul d be extended, provided that during
such period, Bradlees would file a plan of reorganization
and di scl osure statenent.

30. The Court entered an O der dated Decenber
22, 1997 which granted the notion but provided that if
Bradl ees did not, by April 1, 1998 (or under certain

circunstances, a later date), file a plan or plans of

19



reorgani zati on and di sclosure statenent (a) that was
reasonably capabl e of obtaining exit financing and either
(b) that was supported by each of the principal interests
in the case including the pre-petition bank groups, the
Oficial Creditors' Commttee, the Unofficial Commttee of
Trade O aim Hol ders and the Subordi nated Debt, or (c)
which, if not supported by each of the principal interests
referred to in (b) above, was supported by the beneficial
hol ders of a majority in amount of the pre-petition
revol vi ng bank debt and the pre-petition vendor-trade
clains as then reflected in Bradl ees' books and records,
then certain creditors would be permtted to file and seek
confirmation of a plan of reorganization.

31. In January 1998, the Bank G oup and the
Unofficial Commttee provided Applicant with a term sheet
whi ch included the principal provisions to be included in
the plan of reorganization. Upon receipt of the term
sheet, Applicant held nunmerous neetings with Bradl ees and
its other professionals to discuss the provisions of the
termsheet. Thereafter, Applicant prepared a draft plan of
reorgani zati on which incorporated the magjority of the
provisions set forth in the term sheet.

32. In February of 1998, Applicant provided the

Creditors' Commttee, the Bank G oup and the Unofficial

20



Commttee with the draft of the plan of reorganization.
After reviewing the draft plan, certain of such creditor
groups provided Applicant with comments on the plan.
Applicant met wth such groups and di scussed the coments
with Bradlees. Finally, on April 13, 1998, Applicant filed
the plan of reorganization and di scl osure statenent with
the Court.

33. Thereafter, Applicant participated in
numer ous neetings with Bradlees and its creditor groups in
an effort to resolve all outstanding issues. A hearing to
consi der the adequacy of the disclosure statenent was
originally scheduled for May 1998. As a result of these
conti nued di scussions, the disclosure statenent hearing was
adj ourned several tines. Although the parties made sone
progress in resolving the outstandi ng i ssues, several
i ssues remai ned unresol ved, including whether the creditor
groups woul d continue to support Bradl ees' stand-al one pl an
and appropri ate nmanagenent bonuses for successfully turning
around the conpany. As a result, the Court appointed a
medi ator to assist the parties in conpleting the
formul ati on of a consensual plan of reorganization.

34. Wth the assistance of the nediator,
Applicant and the creditor groups were successful in

resolving all of the outstanding issues. Applicant

21



thereafter revised the plan of reorganization and

di scl osure statenent to reflect the agreed-upon provisions.
On Septenber 17, 1998, the Court held a hearing to consider
t he adequacy of the Disclosure Statenment, and in an O der
dated Cctober 5, 1998, the Court approved the D sclosure

St at enent .

22



E. Cl ai ns Process and Bar Date

35. After the Petition Date, Applicant and
Bradl ees prepared Bradl ees’ Schedul es of Assets and
Liabilities (the "Schedules"). Applicant filed the
Schedul es on Cctober 20, 1995 (which were subsequently
amended on December 18, 1995).7 Thereafter, Applicant
prepared and filed a notion seeking to have April 1, 1996
(the "Bar Date") established as the final tinme for filing
proofs of claimin Bradlees' Chapter 11 case. On February
6, 1996, the Court entered an Order granting the notion and
establishing April 1, 1996 as the Bar Date. Because of the
| arge nunber of creditors which were expected to file
proofs of claimagainst Bradl ees, Bradl ees retained Donlin,
Recano & Conpany, Inc. ("Donlin, Recano") to receive and
process the proofs of claimwhich were filed. Applicant,
wor ki ng closely with Donlin, Recano, served notices of the
Bar Date via first-class mail to the creditors and by

publication in four national newspapers: The New York

Times (national edition), The Wall Street Journal (national

edition), The Boston d obe and Wnen's Wear Daily.

! Br adl ees Schedul es were anended various tinmes to

settle injury clainms which were |ate-filed. However, such
changes were de mnims and were nerely for the conveni ence
of Donlin, Recano to better track such settl enents.
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36. Because Applicant believed that nany of the
clains filed against it would be susceptible to objection,
Applicant filed a Mdtion on Septenber 29, 1997, seeking
aut hori zation to establish Procedures for Reconciliation of
and Objection to Cains (the "Procedures”). By Oder of
the Court dated October 23, 1997, the Court authorized the
Procedures. In accordance with the Procedures, Applicant
has filed, to date, fourteen omni bus objections to clains,
and the Court has entered ten orders granting the relief
requested in the omi bus objections. The other objections
remai n pending as of the date hereof.

37. In addition to the ommi bus objections
prepared and filed by Applicant, during the Case, Applicant
prepared and filed individual objections to several |arge
cl ai ns agai nst Bradl ees. For exanple, Staten Island Mjors
Real ty Associates ("SIMRA") filed two proofs of claim
agai nst Bradl ees in the aggregate anmount of over $65
mllion. Applicant prepared and filed an objection dated
Cctober 8, 1998 to the proofs of claimfiled by SIMRA. The
parties subsequently entered into settlenent negotiations
which culmnated in a settlenent. Under the ternms of the
settlenment, SIMRA received an all owed cl aimagai nst Stores

in the amobunt of $5 milli on.
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38. Simlarly, Rosenshein Hub Devel opnent Corp.
("Rosenshein") filed two proofs of claimagainst Bradl ees
in the aggregate anount of over $125 mllion. Applicant
prepared and filed an objection dated October 1, 1998 to
Rosenshein's proofs of claim The parties subsequently
entered into settlenent discussions |ed by Applicant, which
culmnated in a favorable settlenent. Under the terns of
the settlenment, Rosenshein received all owed clains against
both Stores and Bradl ees, Inc., each claimin the anount of
$2, 025, 000.

F. 365(d) (4) Extension Mtions

39. Section 365 of the Bankruptcy Code all ows
for a debtor-in-possession to assune or reject executory
contracts or unexpired | eases. However, Section 365(d)(4)
provi des that all such decisions to assune or reject nust
be made within sixty days of the Petition Date, unless such
time is extended "for cause". As of the Petition Date,
Bradl ees was a party to nearly 200 real property |eases.
In order to afford Bradl ees an opportunity to revi ew each
of its leases in light of its overall business plan and
reorgani zati on prospects, Applicant prepared and filed a
Motion on August 3, 1995 (the "August 3 Mdtion"), seeking
to extend, through the date of confirmation of a plan or
pl ans of reorgani zation, Bradlees' tine within which to

assunme or reject such |l eases. The vast mgjority of the
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| andl ords under Bradl ees' |eases did not object to the
August 3 Mdtion and, follow ng a hearing, the Bankruptcy
Court entered an Order dated August 16, 1995, extending

t hrough confirmation of a plan or plans of reorganization
Bradl ees' tine to assunme or reject its non-residential

| eases with respect to the non-objecting |landlords. Wth
respect to those |andlords who did object to the August 3
Motion, Applicant negotiated with each such | andl ord and,
eventual ly, settled each such objection. 1In particular,
Applicant, on behalf of Bradlees, and each objecting

| andl ord agreed that Bradlees' time to assunme or reject
such | eases woul d be extended through June 30, 1996. The
Bankruptcy Court approved each such settlenent (each, a
"Landl ord Stipulation").

40. By Mdtion dated June 7, 1996, Applicant
agai n noved the Bankruptcy Court for the entry of an order
extendi ng through the date of confirmation of a plan or
pl ans of reorgani zation the tinme to assune or reject each
of the | eases which were the subject of a Landlord
Stipulation. The majority of the | andlords under such
| eases did not object to the relief requested in the
nmotion. However, three landlords did object. Each such

obj ection was overruled by the Court by orders which

26



extended Bradlees' tinme to assune or reject such | eases
t hrough confirmation of a plan or plans of reorganization.

G Significant Litigation and Settl enments

41. During the Case, Applicant represented
Bradl ees in several significant litigations and negoti ated
numerous settlenents with regard to adversary proceedi ngs
comenced by or against Bradlees. The followi ng sumari zes
sone of the nore significant litigations and settl enents:

a. West bury

42. In Novenber 1995, Westbury Real Estate
Ventures, Inc. ("Westbury") comrenced an adversary
proceedi ng agai nst Bradl ees, Inc. seeking (i) specific
performance of an alleged option agreenment to sel
Bradl ees, Inc.'s Westbury, New York property (the "Westbury
Property") to Westbury, (ii) an order enjoining Bradl ees,
Inc. fromtransferring the Westbury Property to any ot her
party and (iii) an adm nistrative clai magainst Bradl ees,
Inc. in an amount of not less than $5 million. Because
Bradl ees, Inc. wished to sell the Westbury Property and had
| ocated a willing buyer, Applicant sought to di spose of the
adversary proceedi ng quickly by noving for dismssal with
prejudi ce of the conplaint, or in the alternative, the
awar di ng of summary judgnent to Bradlees, Inc. The Court,

in a published decision, granted Applicant's notion to
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dismss. See Westbury Real Estate Ventures, Inc. v.

Bradlees, Inc. (In re Bradlees Stores, Inc.), 194 B.R 555

(Bankr. S.D.N. Y. 1996).

43. Thereafter, after failing in attenpts to
have the Court reconsider its decision, on July 24, 1996,
Westbury filed an appeal of the Bankruptcy Court's decision
to the United States District Court for the Southern
District of New York. 1In its pleadings, Applicant asserted
that the District Court should not hear the appeal because
t he Bankruptcy Court's decision was interlocutory. 1In
addi tion, Applicant argued that the Bankruptcy Court
correctly dismssed Westbury's conpl aint on Rul e Agai nst
Perpetuities grounds. On July 25, 1997, the District Court

i ssued an order dism ssing Westbury's appeal. See Westbury

Real Estate Ventures, Inc. v. Bradlees, Inc. (Inre

Bradl ees Stores, Inc.), 210 B.R 506 (S.D. N Y. 1997).

44, Westbury had also filed proofs of claim
agai nst Bradl ees which raised issues simlar to those
raised in the adversary proceeding. Rather than expending
estate resources litigating agai nst Westbury, Applicant and
Westbury entered into settlenent discussions which
culmnated in a favorable settlenent for Bradl ees.

b. Wiite City

45. On or about Novenber 22, 1995, Wiite Gty

Shopping Centers, L.P. ("Wite Cty") filed an Application
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seeking relief fromthe automatic stay or, alternatively,
requiring Bradlees to provide Wiite Gty wth adequate
protection for Bradlees' continued use of the prem ses.
Wiite City was the owner of property |located at 50 Boston
Tur npi ke, Shrewsbury, Massachusetts. Bradlees was the
"anchor tenant" in the shopping center on the property
under a | ease dated August 8, 1962 (the "Wiite Gty
Lease").

46. Wiite Gty alleged that Bradl ees had failed
to adhere to its maintenance obligations in violation of
the Wiite City Lease, and Wite City was, therefore,
entitled to relief fromthe automatic stay to seek to evict
Br adl ees. On January 5, 1996, Applicant filed an
objection to the Application of Wite City, arguing that
(1) there was no postpetition default under the Wiite Gty
Lease since Bradlees was current on its postpetition rent
and mai nt enance obligations at the store, (ii) certain of
the conditions about which Wiite Gty conplai ned existed
prepetition and were not subject to Section 365(d)(3) of
t he Bankruptcy Code, and (iii) in the alternative, the
requested repairs were not "obligations”" within the neaning
of that term under Section 365(d)(3) of the Bankruptcy
Code. The Court denied Wiite City's efforts to term nate

the White Gty Lease.
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47. On Cctober 4, 1996, Wiite City again filed a
nmotion with the Court seeking an order shorteni ng Bradl ees
time to assunme or reject the Wiite City Lease or, in the
alternative, an order granting relief fromthe automatic
stay. The Wite Cty Lease provided that if Bradl ees
ceased operations at the store for six nonths, the landlord
could termnate the | ease at any tinme after the expiration
of the six-nmonth period (the "Go Dark Provision").

Bradl ees had closed the Wiite City store on or about March
1, 1996, and consequently had ceased operations at that

| ocation. White Gty requested an order either shortening
Bradl ees' tine to assune or reject the | ease or,
alternatively, an order lifting the stay to allow Wite
City to proceed with eviction proceedings in state court
because Bradl ees had been closed for over six nonths.

48. On Decenber 9, 1996, Applicant filed an
ojection to the notion of Wite Cty, arguing that Wite
City should be denied its request for two reasons. First,
the Go Dark Provision conflicted with the policies behind
Section 365 of the Bankruptcy Code and did not create an
obligation that nmust be tinely perfornmed under Section
365(d) (3) of the Bankruptcy Code. Second, contrary to

Wite City's allegations, neither Wiite Gty nor the
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tenants of Wiite City were being materially harned by the
closing of the store.

49. At a hearing to consider the Mtion, the
Court established a "drop dead" date of February 28, 1997
for Applicant to file a notion to assunme or assign the
lease. |If no notion were filed by such date, the |ease
woul d be deened rejected. Bradlees subsequently determ ned
to assign the Wiite City Lease back to Wite Cty.
Pursuant to an Order dated March 18, 1997, Bradl ees was
authorized to assign the Wite City Lease to Wite City.

C. Vor nado

50. Bradlees was party to twenty-one | eases with
Vornado Realty Trust ("Vornado"). N neteen of such | eases
were assigned to Bradlees in 1992 as a result of Bradl ees
spin-off from The Stop & Shop Conpanies, Inc. ("Stop &
Shop"). Prior to the Petition Date, Vornado, Bradlees, and
Stop & Shop had entered into a Master Agreenent and
GQuaranty (the "Lease Mdification Agreenent") pursuant to
which, inter alia, (i) Vornado authorized the assignnment of
the I eases from Stop & Shop to Bradlees and (ii) the | eases
were nodified in certain respects. Anong the nodifications
to the ni neteen underlying | eases, Vornado purported to
i npose certain restrictions on Bradlees' ability to assune,

assign, or reject one or nore of the | eases.
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51. Applicant commenced an adversary proceeding
on Cctober 10, 1996 agai nst Vornado and Stop & Shop
seeking, inter alia, (i) a declaration that certain
provi sions of the Lease Modification Agreenent were invalid
and (ii) the award of nonetary damages. In addition, on
Cct ober 14 and 24, 1996, respectively, Applicant filed two
noti ons seeking to (a) assunme and assign one |lease with
Vornado, (b) reject three | eases with Vornado and (c) have
declared invalid certain provisions of the Lease
Modi fication Agreenent.

52. Vornado objected to the relief sought by
Bradl ees. After negotiations wth Vornado, Applicant and
Vornado settled the dispute on terns set forth in a
Stipulation and Order, which was approved by the Court on
Decenber 23, 1996. In particular, the parties agreed that
the adversary proceeding woul d be di sm ssed w t hout
prej udi ce, Bradl ees could assune and assi gn one | ease and
reject three others, and certain ground rules for
addressing future dispositions of the renaining | eases
woul d be inplenented. The settlenent allowed Bradlees to
assign one lease for $1.0 mllion, and to cease | ease and
other related paynents for several non-operating stores.

d. Tomar c

53. On August 14, 1996, The Tomarc Conpany

("Tomarc"), the |l essor of property leased in C ark, New
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Jersey (the "Cark Lease"), filed a Mdtion seeking an O der
conpelling Bradlees to reject the Clark Lease or, in the
alternative, deemng the Clark Lease rejected. Tomarc
purportedly sought such relief because (i) the insurance
whi ch Bradl ees maintained with respect to the property was
i nadequate and (ii) Bradlees did not adequately maintain
the property. Applicant conducted discovery, and
thereafter prepared and filed papers in opposition to
Tomarc's Motion. Following a hearing, the Court issued a
Menor andum Deci si on and Order Denying Landlord's Mdtion to
Conpel Debtors to Reject Lease or Deem Lease Rejected dated
Decenber 30, 1996.

54. On January 21, 1997, Tonmarc filed a Mdtion
to Deemthe Extension of the Lease Invalid and the Lease
Term nated, and, to the Extent Not Granted, to Conpel the
Debtors to Assune or Reject the Lease Prior to Confirmation
of a Plan. On February 28, 1997, Applicant prepared and
filed a Motion for Summary Judgnent, asserting that
Tomarc's notion shoul d be deni ed because (i) it was
procedural ly inproper because Tomarc could only obtain the
declaratory relief it sought through an adversary
proceeding, (ii) the notion was untinely, and (iii) the

Court had already denied the requested relief.

33



55. In a Menorandum Deci sion and Order dated
Cctober 9, 1997, the Court granted summary judgnent in
favor of Bradlees as to that part of Tomarc's notion
seeking to deemthe extension of the |ease invalid. The
Court, however, denied Bradl ees' notion for sunmmary
judgnent as to that part of Tomarc's notion seeking to
shorten Bradlees' tine to assune or reject the |lease. The
Court held that there was an outstandi ng question of fact -
- whet her the uncertainty of Bradl ees' continued tenancy
was adversely inpacting Tomarc's ability to obtain new
financing -- which precluded the granting of sunmmary
judgnment. Tomarc thereafter abandoned pursuit of its
not i on.

e. Sybase

56. On or about March 25, 1994, Stores entered
into a software |icensing agreenent with Sybase, Inc.
(" Sybase") under which Sybase agreed to provide software
whi ch Bradlees intended to use as a key part of its
enterprise-wi de client/server conputing environnent and
whi ch was antici pated to support all aspects of Bradl ees
busi ness. However, Bradl ees subsequently | earned that the
Sybase software was inconpatible wth other software used
by Bradl ees and therefore did not perform as Bradl ees had
expected. Accordingly, on June 10, 1997, Bradl ees

comrenced a lawsuit in the United States District Court for
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the District of Massachusetts seeki ng damages from Sybase
as well as an Order rescinding the contract.

57. On April 9, 1998, Applicant filed with the
Court a Motion seeking to have the Sybase litigation
assigned to nediation. Applicant argued that nediation was
necessary because the Sybase litigation was |anguishing in
t he Massachusetts District Court, and there was little
prospect of the Sybase litigation concluding at any tine in
the near future. On May 5, 1998, the Court entered a
Stipulation and Order referring the Sybase litigation to
medi ation. As a result of the nediation process, Bradlees
and Sybase reached a settlenent of their dispute, the terns
of which were set forth in a settlenent agreenent.

58. On August 4, 1998, Applicant filed a Mtion
with the Court seeking approval of the settlenent
agreenent, and on August 25, 1998, the Court entered an

Order approving the settlenent agreenent.
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f. Sonerville

59. On August 19, 1998, Stores commenced an
adversary proceeding (the "Action") against The Stop & Shop
Super mar ket Conpany ("Stop & Shop Supernmarket") seeking an
i njunction, enjoining Stop & Shop Supermarket froml easing
or permtting the construction, opening, or operation of an
A.J. Wight Store by an affiliate of The TJX Conpani es,

Inc. ("TJIX") in a shopping center in Sonerville,
Massachusetts (" Shopping Center") on the grounds that such
acts would violate the terns of Stores' sublease with Stop
& Shop Supermarket (the "Sublease"). Pursuant to the terns
of the Subl ease, Stop & Shop Supernarket, as subl essor, was
prohi bited fromrenting any portion of the Shopping Center
to any entity which operated certain types of enunerated
busi nesses.

60. On Septenber 15, 1998, the Court directed
the matter to nediation. As a result of the nediation
process, Stores, Stop & Shop Supermarket and TJX reached a
settlenment of the Action, and on Novenber 20, 1998 entered
into a settlenent agreenent (the "Agreenent") resolving the
Action. On Decenber 23, 1998, the Court entered an Order
approving the Agreenent. Pursuant to the Order approving
the Agreenent, TJX delivered to Stores a check in the
anount of $300, 000 whi ch armount, depending on Stores' gross

sales at the Sonerville Store, may increase by an
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addi ti onal $100, 000 (which additional anpbunt woul d be paid
by TJX on or before Decenber 1, 1999) in full and final
settlenment of all of Stores' clains raised in the Action.
In addition, TJX delivered to Stores a check in the anount
of $7,500 in full satisfaction for damages caused to

St ores' HVAC conpressors during construction of the A J.
Wight Store. Lastly, the parties exchanged nutua

rel eases of all clains relating to or arising out of the
Action, and Stores and Stop & Shop Supermarket di sm ssed
the Action, with prejudice and w thout costs.

H. The | PO I nvestigation

61. During the Case, the series of transactions
which culmnated in the initial public offering (the "IPQO")
of Bradlees' stock in 1988 and the Spin-Of (the "Spin-
Of") of Bradlees by Stop & Shop in 1992 were the subject
of nunerous di scussions anong Bradlees and its interested
creditor constituencies. The discussions focused on the
possi bl e exi stence of causes of action against third
parties and the validity of certain interconpany clains
which arose as a result of the Spin-Of.

62. As of the Petition Date, the operating
subsi di ari es of Bradlees, Inc. owed Bradl ees, Inc.

approximately $282 mllion resulting fromthe | PO and Spin-
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Of. This interconpany debt was conprised of three
conponent s:

$104.6 million in proceeds fromthe Term Loan
related to the Spin-Of "downstreaned" by Bradl ees,
Inc. to the operating subsidiaries.

$100 million related to the repaynent by Bradl ees,
Inc. of the Stop & Shop Subordi nated Note given in
satisfaction of debt originally owed by NE Hol di ngs
to Stop & Shop.

$93.5 mllion related to the anbunt of proceeds from
the Revolver Facility that had been downstreanmed by
Bradl ees, Inc. to the subsidiaries for their

oper ati on.

63. At a Chanber's conference on August 8, 1995,
the Court, in an effort to avoid duplication of work by
professionals, directed that only one fiduciary of
Bradl ees' estates conduct a thorough |egal and factual
i nvestigation into whether the estates had any causes of
action arising out of the Spin-Of. The parties agreed
that Applicant, with the assistance of Zolfo Cooper, LLC,
woul d conduct the investigation and report its findings to
the other parties. Accordingly, Applicant comrenced a
thirteen-nonth investigation into the various causes of
action which may have existed as a result of the IPO and
the Spin-Of.

64. As part of the investigation, Applicant

engaged in extensive research regarding at |east ten

potential theories of recovery. Follow ng the
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i nvestigation, Applicant concluded, in a 162-page report,
that Bradl ees had no viable clains against third parties
arising out of the Spin-Of and that the debt incurred by
Bradl ees in connection with the Spin-Of was not avoi dabl e
under Sections 544 or 548 of the Bankruptcy Code.

Applicant did conclude, however, that the interconpany
debt, while valid on its face, could have been susceptible
to challenge by creditors of Stores on various theories --
i ncludi ng recharacterization of the debt as equity or the

subor di nati on t her eof.
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Request for an Exam ner

65. On May 22, 1997, the Unofficial Commttee
filed a notion (the "Exam ner Mtion") requesting an order
directing the appointnent of an exam ner pursuant to
Section 1104(c) of the Bankruptcy Code to: (i) re-exam ne
t he possible clains which arose fromthe Spin-Of and (ii)
prosecute any such litigation on behalf of Stores.

66. Applicant filed an objection to the Exam ner
Motion arguing that investigation into the | PO and Spin-O f
was sufficient and that the Unofficial Comm ttee had wai ved
its right to be heard by its own delay in seeking such
relief. Followi ng a hearing before the Court on June 4,
1997, the Court issued an opinion in which it denied the

notion to appoint an examner. See In re Bradlees Stores,

Inc., 209 B.R 36 (Bankr. S.D.N. Y. 1997). On June 13,
1997, the Unofficial Commttee filed a Notice of Appeal,
appealing the Court's decision to the United States
District Court for the Southern District of New York. The
Unofficial Commttee requested several adjournnments of the
hearing to consider its appeal, and such appeal was never
heard by the District Court.

J. Confirmation of Plan of Reorganization and

Preparation to Go Effective -- Services
Performed During the Final Fee Period.

67. As set forth above, by this Application,

Appl i cant al so seeks paynent of fees and expenses for those
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services perfornmed during the Final Fee Period. Applicant
respectfully submts that the professional services which
it has rendered, and the expenses that it incurred on
behal f of Bradlees during the Final Fee Period were
necessary and resulted in very substantial benefits to
Bradl ees and its estate. Applicant further submts that the
conpensati on sought for services rendered during the Final
Fee Period is reasonabl e.

68. In particular, during the Final Fee Period,
Applicant was involved in nunmerous projects relating to
Bradl ees' efforts to confirma plan of reorganization and
go effective concurrently with the start of Bradlees
fiscal new year, i.e., February 1, 1999. As Applicant
described in its twelfth Fee Application, which it filed on
February 5, 1999, during the prior fee period (Septenber 1,
1998 t hrough Decenber 31, 1998), Applicant negotiated and
prepared Bradl ees' plan of reorgani zation, and on Novenber
17, 1998, Applicant filed the First Amended and Modified
Joint Plan of Reorgani zation of Bradlees Stores, Inc. and
Affiliates under Chapter 11 of the Bankruptcy Code (the
"First Amended Plan"). On Novenber 18, 1998, the Court
entered an Order (the "First Confirmation Order")

confirm ng Bradl ees' First Anmended Pl an.
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69. G eenw ch Hol ding Corporation ("G eenw ch"),
t he hol der of the lessor's interest under Stores' non-
residential, real property |ease (the "Union Square Lease")
for property located at 14th Street and Broadway in New
York, New York took an appeal of the First Confirmation
Order to the United States District Court for the Southern
District of New York. On Decenber 23, 1998, the District
Court (Hon. Loretta A. Preska) reversed the First
Confirmation Order (the "District Court Decision") and
remanded the matter to this Court.

70. As a result of the District Court Decision,
at the commencenent of the Final Fee Period, Bradlees was
wi thout a confirmed plan of reorgani zation. For numnerous
reasons, it was critical that Bradlees' confirma plan of
reorgani zati on by February 1, 1999 and energe from chapter
11 shortly thereafter. Thus, during the Final Fee Period,
Applicant focused its efforts principally on three
projects: (i) analyzing the District Court Decision and in
light thereof (a) filing various notions to give effect to
actions that would conply with the District Court Decision
while providing Bradl ees with necessary relief relating to
the Uni on Square Lease, and (b) negotiating, drafting and
confirm ng Bradl ees' plan of reorganization, (ii)

conpleting all docunents necessary to go effective shortly
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thereafter and (iii) objecting to clains filed agai nst
Bradl ees prior to the deadline set forth in the Second
Amended Pl an.

A Negotiating, Drafting and Confirm ng
Pl an of Reorgani zation

71. As a result of the District Court Decision,
during the Final Fee Period, Applicant renewed negoti ations
on behalf of Bradlees with the nmajor creditor groups in an
effort to fornulate the terns of a plan of reorganization
whi ch woul d not be susceptible to challenge.® The primary
issue to be resolved related to the disposition of the
Uni on Square Lease. |In particular, the proceeds of the
sale of the Union Square Lease were intended to be used to
pay down Stores' obligations under the New Notes which were
to be issued under the plan of reorganization. |In order to
maxi m ze the val ue received by Bradlees fromthe sale of
the Union Square Lease, Bradlees and its creditor groups
sought to fornmulate a plan of reorganization which would
provide for Bradlees' retention of the right to assign the

Uni on Square Lease after the effective date.

8 Such groups included the Official Committee of

Unsecured Creditors (the "Creditors Commttee"), the Bank
Goup and the Unofficial Commttee of Trade O ains Hol ders
(the "Unofficial Commttee").
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72. After considering several alternatives,
Applicant, Bradlees and the creditor groups concluded that
the plan of reorganization should provide that Stores would
assune the Union Square Lease and assign such Lease at a
future date through an auction process. Bradlees believed
that such a fornmul ati on woul d have all owed Bradl ees to
maxi m ze the proceeds fromthe sale of the Union Square
Lease.

73. Thus, on January 6, 1999, Applicant,
proceedi ng by an Order to Show Cause, filed a Mdtion for
Entry of an Order under Bankruptcy Code Sections 1127 and
1129 Aut hori zing Debtors to Moddify Joint Plan of
Reor gani zation and for Confirmation of the Plan as Amended
(the "Modification Mdtion"). A proposed Second Anended
Pl an of Reorgani zation was annexed to the Mdification
Motion. The proposed Second Anended Pl an contained an
anendnent to the provisions relating to the assunpti on and
assi gnnent of the Union Square Lease, and provided that the
Uni on Square Lease woul d be assuned by Stores as of the
Ef fective Date, and would be assigned at a |later date
pursuant to an auction which was to occur under the Court's
supervision. Applicant believed that the structure of the
proposed Second Anmended Pl an conpiled with the requirenents

set forth in Section 365 of the Bankruptcy Code and the
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District Court Decision and would have allowed Stores to
retain the right to assign the Union Square Lease.

74. The proposed Second Anended Pl an cont ai ned
certain other nodifications as well, including a provision
under which the hol ders of the New Notes would be granted a
security interest in certain Additional Collateral,
consisting of |easehold interests of Stores, in an anopunt
up to $10.5 mllion. 1In addition, as under the First
Amended Pl an, the proposed Second Anended Plan, as it
related to YON, would not have becone effective unti
twenty days after the Yonkers Property was sold.?®

75. In response to the Modification Mtion and
t he proposed Second Anended Pl an, Bradl ees received two
obj ections: (i) the Objection of Geenwich to Confirmation
of Modified Plan of Reorganization (the "G eenw ch
(bj ection"”), and (ii) the Qbjection of Acklinis Associates
("Acklinis") to Debtors' Order to Show Cause (the "Acklinis
bjection"). In the Geenwich bjection, G eenw ch
objected to the proposed treatnent under the Second Anended

Plan with regard to the Union Square Lease. |In particular,

o The "Yonkers Property" neans that certain

| easehol d interest owned by YON | ocated in Yonkers, New
Yor k.
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Greenwi ch asserted that the provisions of the Second
Amended Plan relating to the assignnent of the Union Square
Lease were in violation of both Section 365 of the
Bankruptcy Code and the District Court Decision.

76. In the Acklinis Cbjection, Acklinis objected
to the treatnment of YON under the Second Amended Plan. In
particular, Acklinis asserted that the proposed Second

Amended Pl an was incapabl e of being confirnmed since, inter

alia, the interval between the Confirmation Date and the
Yonker's Effective Date was too great.

77. Al though Applicant believed that the
assertions nmade in the G eenwich Qbjection and the Acklinis
(bj ection were neritless, in an effort to address those
objections, and to avoid further litigation and expedite
Bradl ees’ energence from Chapter 11, Applicant elected to
revise the Second Anended Plan to excise those provisions
which had elicited an objection. Thus, on January 26,
1999, Applicant filed a revised Second Anrended Pl an.

78. To address the assertions made in the
G eenwi ch Qbjection, Applicant renoved fromthe Second

Amended Pl an any provisions relating to the assunption or

10 Acklinis is the lessor under the | ease for the

Yonkers Property.
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assi gnment of the Union Square Lease. Rather, Applicant
prepared and fil ed several notions on January 19, 1999
seeking authorization to (i) assune the Union Square Lease,
(1i1) assign the Union Square Lease to Dostra, subject to
hi gher and better offers and (iii) setting the bidding
procedures (the "Procedures Mtion") for parties to submt
hi gher and better offers for the Union Square Lease. As a
result of the anmendments to the Second Anended Pl an,
Geenwich withdrew its objection to the Second Anmended
Pl an. '

79. Simlarly, in response to the Acklinis
Cbj ection, Applicant nodified the Second Arended Plan as it
related to YONin the follow ng respects: (i) YON would
assune its lease with respect to the Yonkers Property on
the date of entry of an Order confirmng the Second Amended
Plan; (ii) YON would nove to assign such | ease, through an
auction, at such tinme prior to August 27, 1999 as YON
deened to be appropriate; and (iii) the Second Anmended

Plan, as it related to YON, woul d becone effective no | ater

1 Greenwich did file an objection to the Procedures

Motion in which it asserted, inter alia, that Stores could
not assign the Union Square Lease after the Confirmation
Dat e.
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t han August 27, 1999. As a result of these amendnents,
Acklinis withdrew its objection to the Second Anended Pl an.
80. On January 26, 1999, Applicant filed the

Second Amended Plan with the Court which included, inter

alia, the anendnments to the provisions relating to the
Uni on Square Lease and to YON. The Confirmation Hearing
with regard to the Second Amended Pl an was schedul ed for
January 27, 1999. Prior to the Confirmation Hearing,
certain of Bradlees creditors were concerned that if
Greenwi ch would prevail on its then-extant objection,
Bradl ees woul d be unable to assign the Union Square Lease
after the Effective Date. Thus, the creditor groups
entered into negotiations with G eenwich with regard to the
Uni on Square Lease, which culmnated in Geenwich's
agreenent to purchase the Union Square Lease from Stores.
The Second Anended Plan was revised to include the terns of
such sal e.

81. Thereafter, at the Confirmation Hearing, the
Court noted that there were no objections extant to the
Second Anended Plan. The court found that the Second
Amended Plan conplied with all of the provisions of Section
1129 of the Bankruptcy Code, and accordingly, entered an

Order confirm ng the Second Anended Pl an.

B. Conmpl eti on of Docunents Necessary
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to Go Effective.

82. Under the ternms of the Second Anended Pl an,
Bradl ees was unable to go effective until Applicant
conpl eted negotiating and drafting nunmerous docunents. For
exanpl e, Section 10.02 of the Second Amended Pl an provi ded
that Bradl ees’ have an exit financing facility in place
prior to the occurrence of the Effective Date. Thus,

t hroughout the Final Fee Period, Applicant devoted nuch
time to negotiating wth counsel for BankBoston, N A,
Bradl ees' proposed exit facility lender, in an effort to
conplete the exit financing docunents.

83. Simlarly, the Second Amended Pl an provi ded
that certain creditors, including holders of allowed clains
agai nst Bradlees, Inc., were to receive various securities
such as notes. During the Final Fee Period, Applicant
negotiated with Bradl ees’ creditor groups the terns of the
notes and related Trust Indenture (as well as the terns of
certain nortgages securing the notes) and conpleted the
drafting of sane. Al such docunents were conpleted on
February 2, 1999, on which date, Bradlees' Second Anended
Pl an becane effective.

C. bj ections to Cains

84. As set forth above, during the Case,
Appl i cant devoted many hours to review ng and objecting to

proofs of claimfiled agai nst Bradl ees. During the Final
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Fee Period, Applicant sought to file objections to all
clains which had not previously been the subject of an
obj ecti on, because the Second Anended Pl an provided that
after the Effective Date, unless otherw se ordered by the
Court, Applicant would be precluded fromfiling any further
obj ections to clai ns.

85. In particular, Section 8.08 of the Second
Amended Pl an provided that "[u] nl ess otherw se ordered by
t he Bankruptcy Court, all C ains objections shall be Filed
and served on the applicable claimant by the |ater of (a)
February 1, 1999 or (b) the Effective Date.” Thus, in
order to preserve Bradlees’ rights wth respect to al
clains, Applicant sought to object to all remaining clains.
During the Final Fee Period, Applicant filed the twelfth,
thirteenth and fourteenth omi bus objections. In the
twel fth omi bus objection, Applicant objected to clains of
| andl ords which arose as a result of |lease rejections. In
the thirteenth omi bus objection, Applicant objected to
certain accounts payable clai mants. Finally, in the
fourteenth omi bus objection, Applicant objected to over
200 personal injury clainms which had not been resol ved
through the Alternative Di spute Resolution program which
had been inplenmented by the Court, in order to preserve

Bradl ees' rights to contest such cl ains.

50



86. During the Final Fee Period, Applicant also
entered into a settlenent agreement with Stop & Shop, which
agreement settled over $20 million in clains, and Applicant
al so reached a settlenent wth Hall mark which reduced
Hal Il mark's claimfrom $10.5 million to $7.9 nillion. '

87. As aresult of Applicant's efforts during
the Final Fee Period, Bradlees was able to satisfy all of
the conditions precedent to confirmation of the Second
Amended Pl an and thereby confirmsuch Plan prior to
Bradl ees’ new fiscal year and to go effective on the

pl anned ti et abl e.

I11. Allowance of Conpensation

88. Applicant submts that the services provided
to Bradl ees during the Final Fee Period and during the Case
as a whol e were necessary and provided great benefit to
Bradl ees, its estate and creditors. Therefore Applicant
submts that the Court should allow the fees and expenses

incurred fromJanuary 1, 1999 through February 2, 1999,

12 Applicant intends to file shortly an application
with the Court seeking approval of the Settlenment Agreenent
wi th Hal | mark.
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approve the fees and expenses awarded during the Case, and
aut hori ze Bradl ees to pay Applicant the Hol dback.

89. Bankruptcy Code section 330 prescribes the
general standards for determ ning the reasonabl eness of the
anount of conpensation sought. Section 330(a) of the
Bankr upt cy Code provides for the conpensation of reasonable
and necessary services rendered by professionals based upon
the tinme, nature, extent and value of the services
rendered, as well as the cost of conparable services in
non- bankruptcy cases.

90. The concept of strict econony of
adm ni stration of cases under the fornmer Bankruptcy Act is

no longer the rule. See In re Drexel Burnham Lanbert

G oup, Inc., 133 B.R 13, 19-20 (Bankr. S.D.N. Y. 1991)

("Drexel Burnhanmt); In re WIson Foods Corporation, 40 B.R

118, 120 (Bankr. WD. Ckla. 1984). Bankruptcy Code section
330 was enacted to liberalize the practice of granting

al l omance of conpensation to professionals in bankruptcy
cases, and "to encourage successful adm nistration of
estates by attracting bankruptcy specialists of high

quality.” In re Penn-Dixie Industries, Inc., 18 B.R 834,

838 (Bankr. S.D.N. Y. 1982); see also In re RBS Indus. Inc.,

104 B.R 579, 582 (Bankr. D.Conn. 1989) (Bankruptcy Code

provi des for marketplace fees "so that the best and the
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bri ghtest professionals are encouraged to practice in our
bankruptcy courts”). Sinply stated, fee awards in
bankruptcy cases are to be commensurate with those

available in other areas of | aw In re Gainulias, 98 B.R

27 (Bankr. E.D. Cal.), aff'd, 111 B.R 867 (E.D. Cal.

1989); Wiite Motor Credit Corporation, 50 B.R 885, 890

(Bankr. N.D. Onio 1985); H Rep. No. 95-595, 9th Cong., 1st
Sess., 329-330 (1977).

91. Bankruptcy Code section 330 provides that
fees awarded to professionals nust be reasonable. "In
determ ning the 'reasonabl eness’ of the requested
conpensati on under 8 330, Bankruptcy Courts now utilize the

"l odestar' nethod." Drexel Burnham 133 B.R at 21-22

(footnote omtted). While sone courts have considered the

twel ve factors enunerated in Johnson v. Georgi a H ghway

Express, Inc., 488 F.2d 714 (5th Cr. 1974) when

considering fee awards,®® "it is now settled that the

13 The Johnson factors are: (1) the time and |abor
required; (2) the novelty and difficulty of the questions;
(3) the skill requisite to perform the legal services

properly; (4) the preclusion of other enploynent by the
attorney because of acceptance of the case; (5 the
customary fee; (6) whether the fee is fixed or contingent;
(7) time limtations inposed by the <client or other
circunstances; (8) the anmount involved and the results
obt ai ned; (9) the experience, reputation and ability of the
attorneys; (10) the wundesirability of the case; (11) the

(conti nued)
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"l odestar' nmethod of fee cal culation devel oped by the Third
Crcuit, is the nethod to be used to determ ne a
'reasonabl e’ attorney fee in all federal courts, including

t he bankruptcy courts.” Inre Cena's Fine Furniture, Inc.,

109 B.R 575, 581 (E.D.N. Y. 1990) (citation omtted;

emphasis in original) ("Cena's Fine Furniture").

92. The lodestar is calculated by nmultiplying
t he nunmber of hours reasonably performed by a reasonabl e

hourly rate. Wells v. Bowen, 855 F.2d 37, 43 (2d G

1988). There is a "'strong presunption' that the | odestar
product is reasonabl e under [Bankruptcy Code] 8§ 330."

Drexel Burnham 133 B.R at 22. |Indeed, the Suprene Court

has found that "the | odestar figure includes nost, if not
all, of the relevant factors constituting a 'reasonabl e’

attorney's fee." Pennsylvania v. Del aware Valley G tizens'

Council for Clean Air, 478 U. S 546, 563, 106 S.Ct. 3088,

3097 (1986). The Suprene Court has further found that the
| odestar figure incorporates such factors as "'the novelty

and conplexity of the issues,' 'the special skill and

nature and |length of the professional relationship with the
client; and (12) awards in sim/lar cases.

14 A nunmber of courts, including courts in this
district, have found that the |odestar approach has
replaced the Johnson nethod of conputing attorneys' fees

(conti nued)
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experience of counsel,' the 'quality of representation,’

and the 'results obtained" fromlitigation." Cena' s Fine

Furniture, 109 B.R at 575 (quoting Blumv. Stenson, 465

U.S. 886, 898-900, 104 S.Ct. 1541, 1548-49 (1983)).

A.  The Tinme And Labor Required

93. Under the | odestar nethod, the first
rel evant factor to be considered is the nunber of hours
devoted by Applicant to Bradl ees' case. Applicant spent
many hours counseling Bradl ees during various phases of the
case during nunerous neetings and tel econferences. Every
facet and detail of the case was discussed with Bradl ees
representatives and all of the decisions were fully
counsel ed. Applicant coordinated and consulted with
Bradl ees’ other professionals in the performance of the
wor k necessary to acconplish the goals attained by Bradl ees
in the Chapter 11 case. Applicant also net and had
frequent tel ephone neetings with the Bradl ees' creditors
and their counsel. In addition, Applicant spent a great
deal of tinme (a) analyzing and considering issues which
arose during these cases and then preparing appropriate

pl eadi ngs and ot her docunments on behal f of Bradlees; (b)

See Drexel Burnham 133 B.R at 22 (n. 5); Cena' s Fine
Furniture, 109 B.R at 581.
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assisting Bradlees in the reconciliation of clains; (c)
preparing various notions on behalf of Bradl ees and
representing Bradl ees at hearings to consider the requested
relief, and (d) negotiating, forrmulating and drafting a
consensual plan of reorganization.

94. Applicant has al so devoted significant tine
to negotiations with Bradlees' creditors with respect to
the relief sought in various notions and settl enent of
di sputed clains. 1In this regard, Applicant nade every
effort to resolve issues that arose in the Chapter 11 case
t hrough negotiation and settlenent, rather that resorting
to protracted and expensive litigation. As a result,
Appl i cant was able to resol ve nunerous di sputes am cably,
saving and preserving the estate's assets. Not only did
Applicant preserve estate resources by avoi di ng unnecessary
I iquidation costs, such settlenents reduced the anount of
clains against the estate by many mllions of dollars.

95. At tines, however, Applicant was unable to
settle Bradl ees' disputes and was required to litigate
certain matters. Applicant was successful in al nost every
such litigation during the Case. As set forth above,

Applicant litigated and prevailed against, inter alia,: (i)
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West bury Real Estate Ventures, Inc.,® (ii) the Unofficial
Conmittee with regard to the appointnment of an exam ner, '°
(ti1) Wiite Gty Shopping Centers, L.P., (iv) Vornado
Realty Trust and (v) The Tomarc Conpany.

96. Applicant al so endeavored to restrict the
nunber of attorneys actively involved in the Chapter 11
case and to ensure that there was no duplication of effort
by attorneys within Dewey Ballantine. In addition,
Appl i cant assigned the performance of all tasks to the
| east senior attorney capable of perform ng such tasks
consistent wwth the goal of sound | egal representation.
When appropriate, law clerks and | egal assistants were
utilized to the greatest extent possible.

97. In assessing the reasonabl eness of the
anount of hours devoted to the Chapter 11 case by
Applicant, the novelty and difficulty of the issues
present ed should be considered. During the case, Applicant

was faced with nunerous | egal and factual issues in the

15 See Westbury Real Estate Ventures, Inc. v.
Bradlees, Inc. (In re Bradlees Stores, Inc.), 194 B.R 555
(Bankr. S.D.N. Y. 1996); Wstbury Real Estate Ventures, Inc.

v. Bradlees, Inc. (In re Bradlees Stores, Inc.), 210 B.R
506 (S.D.N.Y. 1997)

16 See In re Bradl ees Stores, Inc., 209 B.R 36
(Bankr. S.D.N. Y. 1997).
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course of its representation of Bradlees. These issues,

whi ch included fornul ati on and negoti ati on of a consensual
pl an of reorganization and di sclosure statenent, use of
cash collateral, |ease rejections, reconciliation of clains
filed by creditors and settlenent of objections to disputed
clains, required significant tinme and expense to resol ve.
In representing Bradlees in the different aspects of the
Chapter 11 case, Applicant called upon partners and
associates from inter alia, its bankruptcy, real estate,
corporate, enployee benefits, intellectual property,
[itigation and tax departnents, each of whomwas able to
denonstrate extensive expertise and insight in performng
the work at hand.

98. The results obtained in a case have obvi ous
rel evance in assessing the reasonabl eness of a fee award.
Applicant submits that the results of Bradl ees’ Chapter 11
case were outstanding -- certainly better than those which
coul d have been reasonably predicted at various stages of
the Case. The ultimte goal of Chapter 11 is a successful
restructuring in which the debtor enmerges from Chapter 11
as a nore financially secure conpany which is capabl e of
successful ly operating outside of the protection of the
bankruptcy court. Unfortunately, in the 1990's, nunerous

retail chains, and specifically discount retail chains,
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filed for Chapter 11 and subsequently failed to
successfully energe from Chapter 11. |ndeed, a nunber of
such retail enterprises were unable to reorgani ze and
consequently |iquidated, including Bradl ees' closest
conpetitor, which entered Chapter 11 at the sane tine as
Bradl ees but with a decidedly different result. Bradlees,
however, was successful in energing from Chapter 11 as nore
financially secure conpany.

99. Applicant submts that Bradl ees' success
during the Case was in great neasure due to Applicant's
skill in managi ng the Chapter 11 case. Bradlees' Chapter
11 case was highly conplex. Not only is Bradl ees an
extrenely | arge conpany, with over 10,000 enpl oyees and
stores located in nunmerous northeastern states, but
Bradl ees’ case was further conplicated by the presence of
different creditor groups, each of which had its own
interests and actively participated in the case.

100. Anpbng the greatest chall enges faced by
Applicant was the task of bal ancing the aspirations of
particular creditors and creditor groups with the best
interests of Bradlees and its creditor groups. At various
stages of Bradl ees' case, Applicant was required to defend
Bradl ees' interests in the face of chall enges from vari ous

constituencies. At other tinmes, Applicant was aligned with
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the creditor groups in a united defense against third
parties. For exanple, as set forth above, Applicant
successful |y argued against the Mtion of the Unofficial
Comm ttee seeking the appoi ntnent of an exam ner, while,
later in the Case, Applicant argued with the Unofficial
Committee in opposition to the appeal filed by G eenw ch.
Thus, Applicant was required to defend Bradl ees' position,
even agai nst the opposition of certain creditor groups,
whi |l e simul taneously naintaining working relationships with
such groups in order to achieve a consensual

reorgani zation. Applicant believes that it was highly
successful in this effort.

101. Indeed, Applicant submts that its
relationships with the creditor groups were critical in
allow ng Bradlees to fornulate and file a consensual plan
of reorganization. Applicant also submts that had
Applicant's efforts to fornulate and draft such a
consensual plan of reorganization failed, Bradlees would
i kely have been forced to liquidate. In particular,
Applicant believes that the failure to fornulate a
consensual plan of reorgani zati on woul d have resulted in
protracted litigation. Indeed, any such litigation would
have taken nonths, if not years, to resolve. After the

District Court Decision, Applicant's vendors and factors
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expressed concern about the timng of Bradl ees' energence
from Chapter 11. |f Bradl ees had not energed from Chapter
11 when it did, Bradlees' vendors and factors m ght have
cut-of f support to Bradl ees, doom ng the conpany to
liquidation. Thus, Applicant believes that its success in
propoundi ng alternatives to the provision in the plan of
reorgani zation that was struck by the District Court and in
drafting and confirm ng a consensual plan of reorganization
consistent wwth the constraints of the District Court
Decision and in a tine frame that nmet creditor expectations
preserved the viability of Bradl ees, saved the jobs of its
10, 000 enpl oyees and all owed for Bradlees' creditors to
enjoy far greater recoveries than woul d have been avail abl e
had t he conpany |i qui dat ed.

102. In addition, Applicant and Bradl ees’
managenent wor ked cl osely during the Case to nake al
deci si ons which could possibly affect the Conpany's
viability. Applicant advised Bradl ees on nunerous critical
i ssues, including the assunption and rejection of certain
| eases, adversary proceedi ngs comrenced by creditors, and
negotiations with Bradlees' creditors with regard to

Bradl ees’ plan of reorgani zati on and di scl osure statenent.
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103. As a result of Applicant’s success in
managi ng the Chapter 11 case, Bradlees net its initial
goal, and successfully enmerged from Chapter 11

B. Dewey Ballantine's Hourly Rate

104. As described above, "Congress specifically
i nt ended, and [ Bankruptcy Code] 8 330 now provides, that
attorneys' rates and practices that are accepted by the
mar ket nust be utilized as one of the criteria in
est abl i shing conpensati on under 8 330 of the Bankruptcy

Code." Drexel Burnham 133 B.R at 21; see also In re Busy

Beaver Bl dg. Centers, Inc., 19 F.3d 833, 849 (3d G r. 1994)

(" The unanbi guous policy inspiring [Bankruptcy Code]

§ 330(a) . . . is that professionals and paraprofessionals
i n bankruptcy cases should earn the sane incone as their
non- bankruptcy counterparts”). By this Application, Dewey
Bal | antine seeks its customary fee for simlar matters at
rates which are conparable to those charged by law firnms of
a simlar size and expertise in Dewey Ballantine's rel evant
mar ket. Dewey Bal |l antine's request for reinbursenent of
Expenses al so conports with its general policy of
collection in full of all such Expenses incurred on behal f
of clients in non-bankruptcy cases, as nodified by the

QUi del i nes.
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105. When consi dering the reasonabl eness of a | aw
firms hourly fee rate, an inportant factor to be
considered is the experience, reputation, and ability of
the attorneys. Dewey Ballantine, in one formor another,
has been engaged in the practice of law for nearly ninety
years. The nenbers of Dewey Ball antine's bankruptcy
departnment have participated in many bankruptcy cases on
behal f of debtors and creditors. In addition to its group
of attorneys specializing in bankruptcy and rel ated
matters, Dewey Ball anti ne has an expansi ve general
litigation, corporate, insurance, tax, real estate, pension
and environnental practice, and Applicant was able to draw
upon the services of experienced professionals in those
areas of expertise to provide sound advice on various
i ssues arising during the course of the Case.

LBR 9013- 1(b) Wi ver

106. Applicant respectfully requests that the
Court waive the requirenent under LBR 9013-1(b) that a
separate nmenorandum of |aw be filed in support of this
Application. Applicant reserves the right to submt a
reply menmorandum of law in the event objections to the

Application are fil ed.
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Noti ce

107. Notice of this Application was given in
accordance with the Court's Order dated August 16, 1995 and
the Court’s Notice dated Septenber 8, 1998 establi shing,

inter alia, notice requirenents for these chapter 11 cases

wWth respect to interimfee applications. Applicant
respectfully submts, and requests that this Court so find,
that no other or further notice is necessary or required.

108. Annexed hereto as Exhibit G are
certifications required by the Quidelines.

VWHEREFORE, Applicant respectfully requests the
entry of an Order (a) allow ng conpensation for services
rendered in the anmount of $590,681.00 and rei nbursenent of
expenses in the amount of $34,175.75 incurred during the
Final Fee Period, (b) directing paynent of the Hol dback,
(c) granting final allowance of fees in the anount of
$11, 376, 048. 40 and expenses in the anount of $1, 226, 487.81
incurred during the Case; and (d) granting such other and

further relief as may be just and proper.

Dat ed: New Yor k, New Yor k
March 19, 1999

DEVWEY BALLANTI NE LLP

By: [/s/
Stuart Hrshfield (SH 0099)
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1301 Avenue of the Anericas
New Yor k, New York 10019-6092
(212) 259-8000

Attorneys for Bradl ees
Stores, Inc., et al.
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