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In re:
: Case No. 95 B 42777
BRADLEES STORES, INC., et al., : through 95 B 42784 (BRL)
Debt or s. ; (Jointly Adm ni stered)

APPLI CATI ON FOR FI NAL ALLOWANCE
OF COVPENSATI ON OF OTTERBOURG, STEI NDLER,
HOUSTON & ROSEN, P.C., COUNSEL TO THE
OFFI G AL COWM TTEE OF UNSECURED CREDI TORS

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

O terbourg, Steindler, Houston & Rosen, P.C
("Applicant"), counsel to the Oficial Commttee of Unsecured
Creditors ("Commttee") of Bradlees Stores, Inc., ("Stores"),
Bradl ees, Inc. ("Parent"), New Horizons of Yonkers, Inc.,
Bradl ees Adm nistrative Co., Inc., Dostra Realty Co., Inc.,
Maxi medi a Services, Inc., New Horizons of Bruckner, Inc., and

New Hori zons of Westbury, Inc., debtors and debtors-in-
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possession herein (all collectively, "Bradlees"), respectfully

represents and all eges:

| NTRODUCTI ON

1. Applicant, as counsel to the Commttee, makes
this Application for paynment of professional fees for services
rendered and expenses incurred in its representation of the
Comm ttee pursuant to Sections 330 and 331 of Chapter 11 of
Title 11 of the United States Code ("Bankruptcy Code") and

Federal Rul e of Bankruptcy Procedure 2016(a).

2. This Final Application is submtted in support of
an award of final conpensation and rei nbursenent of expenses in
t he respective anounts of $4, 936, 132. 00 and $15, 856. 13. The
final award of conpensation and rei nbursenent of expenses

consists of the follow ng conponents:

(a) The allowance of conpensation for services
rendered and di sbursenents incurred from January 1, 1999 through
and including April 22, 1999 ("Last Fee Period") in the anmount
of $155, 222.50 for professional fees (consisting of $120,222.50
for the period formJanuary 1, 1999 through February 28, 1999
and an estimte of $35,000 for services rendered or to be
rendered from March 1, 1999 through and including April 22, 1999

in connection with the final fee application process) and
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di sbursenents in the anount of $15,856.13 (consisting of
$12,856.13 incurred fromJanuary 1, 1999 through February 28,
1999 and an estimate of $3,000 for disbursenments incurred or to
be incurred from March 1, 1999 through and including April 22,

1999 in connection with the final fee application process).?

(b) The allowance of $84,381.00 for 332.1 hours
of professional services performed by Applicant during the
period from Septenber 21, 1995 through Septenber 30, 1995 (the

"Stub Period") which fees have not been previously awarded to

Applicant.?

(c) The "final" allowance of each of the prior
interimawards of fees and rei nbursenent of disbursenents
aggregating $4, 936, 132. 00 for fees (including $173,411.70 in

fees which was previously awarded by held back pursuant to prior

! Several days prior to the hearing date on this Final
Fee Application, Applicant will submt tinme detail for the
period from March 1, 1999 through approximtely April 15, 1999.
Through February 28, 1999, 286.30 hours of professional tinme and
92.40 hours of paraprofessional tine were expended by Applicant
and the bl ended hourly rate for professionals is approxi mtely
$376. 00.

2 Appl i cant incorporates by reference the description of
the services rendered during the Stub Period as set forth in the
Application for Allowance of Conpensation of Applicant for the
First InterimPeriod ("First InterimApplication") and the
Affidavit of Aenn B. Rice in Further Support of the First
I nteri mApplication, dated Decenber 14, 1995.

- 3 -
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interimfee orders) and $15, 856. 13 for disbursenments, granted to

Appl i cant pursuant to prior interimfee orders of this Court.

3. The filing of this Final Application was preceded
by twelve (12) applications for interimallowance that are on
file wwth the Cerk of the Court and have been previously
reviewed by this Court. Annexed hereto as Exhibit "A" is a
schedul e which reflects the ambunt of interimfees and
di sbursenents previously sought by Applicant and the

correspondi ng awards granted by the Court.

1. BACKGROUND

4. On June 23, 1995 ("Petition Date"), Stores and
eight of its affiliates each filed voluntary petitions for
relief under the Bankruptcy Code. The Debtors operated their
busi nesses as debtors-in-possession pursuant to Sections 1107
and 1108 of the Bankruptcy Code. No trustee or exam ner was

appoi nted during these cases.

5. As of the Petition Date, Stores was a di scount
retail merchandi ser operating 136 discount retail departnment
stores in the nine northeastern States and the conbi ned busi ness
enterprises of the Debtors produced retail sales of
approximately $1.9 billion for the fiscal year ended January 28,

1995. Upon energence from Chapter 11, nore than three and one-
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half (3 1/2) years later, Stores operated 103 di scount retai
departnent stores and the conbi ned business enterprises of the
Debtors was expected to produce retail sales of approxi mtely

$1.3 billion for the fiscal year ended February 1, 1999.

6. The O fice of the United States Trustee appoi nted
a thirteen (13) nmenber consolidated Conmttee on or about July
6, 1995. The Conmittee consisted of trade creditors,
bondhol ders, a | abor union and a | andlord with clai ns agai nst
both Stores and/or Parent. The Commttee retained Applicant as
counsel pursuant to an Order of this Court dated August 15, 1995
(which Order was effective as of July 6, 1995, the date the

Comm ttee was appoi nted).

7. These cases presented Bradl ees, the Commttee,
other creditors and the Court wth conplicated | egal and factual
i ssues which needed to be extensively exam ned as part of the
efforts by the Debtors and creditors to achi eve the goal of

reorgani zati on.

8. When these Chapter 11 cases were filed on June
23, 1995, the challenges facing Bradlees and its creditors,
i ncludi ng the unsecured creditors represented by the Conmttee,
wer e extensive, and would only becone nore conplicated during

the first stages of these bankruptcy cases. As discussed in
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detail below, Applicant has successfully utilized its skills in
t he bankruptcy process resulting in a meaningful recovery for
the unsecured creditors. Utimtely, Applicant's efforts
resulted in approximately a 19% distribution to the unsecured
creditors of Stores (other than clains arising fromthe pre-
petition revolver facility and the pre-petition construction
financing facility) which distribution included cash and stock
of reorgani zed Parent, aggregating roughly fifty (50% percent
of the equity and sone of the cash available for distribution
under the Second Anended Plan (as hereinafter defined) and the
unsecured creditors of Parent received warrants to purchase

1, 000, 000 shares of Parent.

9. Applicant, as counsel to the Commttee, played a
pi votal role throughout these reorganization cases in order to
protect the rights of unsecured creditors. Applicant worked
closely with the Commttee's accountants and investnent bankers,
as well as the Debtors, the Unofficial Commttee of Trade C aim
Hol ders (the "Unofficial Commttee"), Bankers Trust Conpany, the
seni or bank agent for the pre-petition revolver facility and the
pre-petition construction financing facility (the "Senior Bank
Agent") and the purchasers of a majority of the pre-petition
revol ver debt (the "Bank Debt Holders") in order to further the

Debtors' rehabilitative goals.
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10. Applicant utilized attorneys with insolvency,
real estate, corporate restructuring and litigation expertise in
order to address the novel conplex areas of the |aw presented by
these cases. Applicant was required to devote substantial tine
and energy to these cases, although every effort was nade to
keep the tinme expended to the | owest anmount consistent with
Applicant's responsibilities. Applicant achieved these results
W t hout any unnecessary duplication and cooperated with the
Court and other professionals to allocate extensive and tine-
consum ng anal yses of the |legal and factual issues involved in

t hese cases.

11. The confirmation of the Debtors' Second Anended
Joint Plan of Reorganization (together with the Yonkers Plan (as
herei nafter defined), the "Second Anmended Pl an") on January 27,
1999, represented the cul mnation of substantial efforts by
Bradl ees, the Commttee, the Unofficial Commttee, the Senior
Bank Agent, and the Bank Debt Hol ders to negotiate a consensual
Pl an of Reorgani zation, which provides a significant recovery to
all creditors, and the energence of a reorgani zed Bradl ees from

Chapter 11 on February 2, 1999.
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I11. PROFESSI ONAL SERVI CES RENDERED

A LAST FEE PERI CD

12. As a result of Applicant's services during the
Last Fee Period, the Commttee's understanding of the issues
presented by these cases was greatly facilitated, enabling the
Committee to pronptly and effectively address the matters
related to the reorgani zation of these estates, resulting in
confirmati on of the Debtors' Second Anrended Pl an, by Order dated
January 27, 1999. The services rendered resulted in the
fol | ow ng:

(a) review and anal ysis of the Debtors' Second

Amended Pl an and nodifications thereto and negotiations with the
various parties in interest concerning sanme to enable the

Debtors to confirma plan(s) and energe from Chapter 11

(b) negotiation and review of the Debtors' Exit
Financing Facility (as hereinafter defined), and preparation,
review and negotiation of docunents related to the Vendor Lien
(as hereinafter defined) to be granted to Stores' trade vendors
which will encourage credit support fromthe trade vendor

community; and

(c) assistance in connection with the Debtors

clainms reconciliation efforts, including approval of settlenents
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to foster the Debtors' ability to make pronpt distributions to

creditors under the plan.

13. In conformty with the June 20, 1991 and
April 19, 1995 adm nistrative orders ("Adm nistrative Orders"),
and to assist the Court, the Debtors, the United States Trustee,
and other parties in interest in evaluating this Application for
conpensati on, annexed hereto as Exhibit "B" is a summary sheet
of the attorneys and paraprofessionals and their correspondi ng
initials, billing rates and the nunber of hours incurred by each
for the Last Fee Period through February 28, 1999. Annexed
hereto as Exhibit "C' is a sunmary sheet that identifies the
services perfornmed by Applicant's professionals and
par aprof essional s categori zed into "project codes" that group
tinme entries by subject area, together with Applicant's
conputerized tinme records, also grouped by project code.?
(Applicant will file and serve tine detail and summaries for the
period fromMarch 1, 1999 through approximately April 15, 1999

several days before the final fee hearing.)

14. Pursuant to Order dated February 18, 1997 and as

set forth in the nonthly statenent dated February 22, 1999,

3 Attached hereto as Exhibit "D' is a chart which sets
forth Applicant's actual professional fees by budget category
for the Last Fee Period fromJanuary 1, 1999 through February
28, 1999.
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Appl i cant has requested paynent from Bradl ees of $89,971.60 in
prof essional fees (representing eighty (80% of $112,464.50) and
$9,542.93 in expenses for the period from January 1, 1999

t hrough and including the Effective Date. As of the date
hereof, Applicant has not received paynment with respect to these
amounts which are included in the amobunts set forth in

Par agraph 2(a) above for the Last Fee Peri od.

15. In accordance with the Adm nistrative Orders, a
conputerized printout of Applicant's disbursenents necessarily
incurred in the performance of Applicant's duties as counsel to
the Commttee is annexed hereto as Exhibit "E'. Applicant's
Certification pursuant to the Admnistrative Orders i s annexed

hereto as Exhibit "F"

16. Set forth below, is a brief recitation of certain
of the professional services rendered by Applicant in the Last
Fee Period. The followi ng presentation is not intended to be a
conplete statenent of all professional services rendered, but
serves only to list certain of the services of major inportance

rendered by Applicant during the Last Fee Peri od:
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(a) Plan of Reorganization.

17. During the Last Fee Period, Applicant expended a
significant anount of tinme review ng and negoti ati ng nunerous
i ssues relating to the Debtors' proposed plans in order to
enabl e the Debtors to confirma plan(s) of reorganization and
energe fromchapter 11 by February 2, 1999, the begi nning of the
Debtors' next fiscal year. On January 6, 1999, the Debtors
filed a Motion to nodify the Plan and to confirmthe Second
Amended Pl an. The Mdtion was intended by the Debtors to address
the infirmties of the Debtors' First Arended and Mddified Joint
Plan identified in District Court Judge Preska' s Decenber 23,
1998 deci si on vacating the Novenber 18, 1998 Order confirm ng
the Debtors' First Amended and Modified Joint Plan. Applicant
conferred extensively with the Debtors, the Commttee and
representatives of the other creditor constituencies regarding
t he proposed anendnents, and provided witten coments on the

Second Anmended Pl an.

18. In response to this Mtion, G eenw ch Hol di ngs,
Inc. ("Greenwich"), the landlord of the Union Square store, and
Ackl inis Associates, the landlord of the Yonkers, New York
store, filed objections to the provisions of the Second Amended
Plan relating to the treatnment of each of their |eases.

Virtually on a daily basis, Applicant conferred with the

- 11 -
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Comm ttee, the Debtors' representatives and representatives of
the other creditor constituencies to discuss strategies to
address the landl ords' objections. The Debtors, in consultation
with the creditor constituencies, determned to further anend
the First Amended Plan to provide for assunption and assi gnnment
of the Union Square | ease and to provide for a separate plan for
New Hori zons of Yonkers, Inc., the affiliate which held the

| ease for the Yonkers store ("Yonkers Plan"). Applicant

revi ewed and provided comments to the further anmendnents to the
Second Anended Plan. Applicant also reviewed and provi ded
coments on the Orders confirm ng Bradl ees Second Anmended Pl an

and the Yonkers Pl an.

19. Applicant attended the January 27, 1999 hearing
on confirmation and participated in negotiations which took
pl ace in Bankruptcy Court nost of that day which resulted in
wi t hdrawal of the | andl ords' objections and confirmation of the

Second Anmended Pl an.

20. After the entry of the Confirmation O ders,
Applicant conferred with the Debtors, the other creditor
constituencies, and the Cormittee to insure that each of the
conditions to the "Effective Date" were satisfied. One of the
conditions to the "Effective Date" was that the Commttee, as

wel |l as the other creditor constituencies, approve the exhibits

- 12 -
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to the Plan. The exhibits included all corporate governance and
exit financing docunentation. During the week between the
January 27th confirmation hearing and the February 2nd
"Effective Date" of the Plan, Applicant reviewed and provi ded
coments to the follow ng exhibits and rel at ed docunents:
Articles of Incorporation and Byl aws for Parent and Stores, the
Warrant Agreenent with respect to the warrants to be issued
under the Second Anended Pl an, the Registration Statenent,
Leasehol d Mortgage and Security Agreenment and Trust |ndenture
Wi th respect to the notes to be issued under the Second Anended
Plan and Credit Agreenent by and anong BankBoston Ret ai

Fi nance, Inc. ("Senior Lender") and the Debtors ("the Exit

Fi nancing Facility").

21. In addition, as described infra, Applicant
prepared the Col |l ateral Trust Agreenment and rel ated docunents
wWth respect to the lien on inventory to be granted by Stores
for the benefit of trade vendors ("Vendor Lien") upon the

Effective Date of the Second Anended Pl an.

22. The Second Anended Pl an al so provided that the
Committee was permtted to select one nenber of Parent's new
Board of Directors and two others jointly with the Unofficial
Comm ttee and Bank Debt Hol ders. Applicant conferred with

representatives of the Debtors, the Bank Debt Hol ders and

- 13 -
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Unofficial Commttee concerning the process of selecting Board

Menmbers. Applicant also conferred with the Commttee designees.

(b) Exit Financing Facility and Vendor Lien.

23. The Second Anended Plan required, as a condition
to the "Effective Date", that Stores grant the Vendor Lien to
trade vendors who wll provide retail nmerchandise to the
reorgani zed Stores. The Vendor Lien is a lien on inventory,
subordinate to the liens securing the Exit Financing Facility.
To create the Vendor Lien, Applicant prepared, anong ot her
docunents, the Collateral Trust Agreenent by and anong Stores
and MJ. Sherman & Associates, Inc., as Trustee for the trade
vendors (the "Trustee") and the Inventory Security Agreenent by

and between Stores and the Trustee.

24. Al though Applicant had circulated a draft of the
Col | ateral Trust Agreenent and rel ated agreenents in advance of
the confirmation hearing, the Senior Lender only turned its
attention to the Vendor Lien docunentation shortly after the
confirmation hearing held on January 27, 1999, when the Exit
Financing Facility was finalized. To enable to Debtors to "go
ef fective" pursuant to the Second Anended Pl an as quickly as
possi bl e, Applicant was forced to devote significant tine to
qui ckly address the issues remaining with respect to the Vendor

Lien in the days immedi ately preceding the Effective Date.

- 14 -
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25. Applicant communicated with the Cormttee, the
Debtors and the Senior Lender concerning the Exit Financing
Facility and rel ated agreenents. Applicant also conferred with
the Senior Lender and the Debtor regarding the Coll ateral Trust
Agreenent, Inventory Security Agreenent, Subordination Agreenent
by and between the Trustee and the Senior Lender and UCC
filings, to address issues relating to, anong other things, the
priority of the liens and security interests of the Senior
Lender and the Trustee. Applicant finalized the docunents in an
expedited tine frame and attended the closing of the Exit

Financing Facility on the Effective Date.

(c) Operations.

26. Applicant reviewed and anal yzed: detailed
financial information and reports relating to the finances and
busi ness operations of the Debtors prepared by the Commttee

financial advisors; and liquidity and availability reports.

(d) dains Adm nistration.

27. Applicant reviewed and anal yzed: Debtors
Twel fth, Thirteenth and Fourteenth Omi bus C ai ns Qbj ections;
and Debtors' overall progress on reconciling clainms. Applicant
and the Commttee focused on this aspect of the cases to insure

that the Debtors were able to satisfy one of the conditions
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precedent to the Debtors enmergence from Chapter 11, a clains

| evel of $300 million, or |ess.

(e) Conmittee Meetings.

28. In addition to regular oral and witten
communi cations with the Commttee's financial advisors, the
Comm ttee Co-chairpersons and other Conm ttee nenbers, Applicant
organi zed and participated in Commttee conference calls on the

follow ng dates: January 8, 1999 and January 25, 1999.

(f) Case Adm nistration.

29. Applicant attended the Budget/Fee Revi ew
Commi ttee neeting on February 26, 1999, reviewed the Twel fth
InterimFee applications filed by the other professionals in
t hese cases, prepared Applicant's Twelfth Interim Fee
Application, nonthly fee statenent, the Twelfth Commttee
Rei mbur senment Application, the Report of the Budget/Fee
Comm ttee dated on or about March 8, 1999, this final fee
application and the Thirteenth Applications requesting
rei nbursenent of expenses dated March 18, 1999. Applicant al so
attended the hearing on the Twelfth InterimFee Application
whi ch was held on March 11, 1999 and Applicant intends to attend
the hearing on Final Fee Applications which is schedul ed for

April 22, 1999.
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B. FI NAL ALLOMNCE

30. Applicant does not wish to burden the Court with
an overly detailed or lengthy recitation of each and every
matter as to which it has rendered services to the Conmttee
over the last three and one half years. Accordingly, the
following is intended to serve only as a summary description of
sonme of the primary services rendered by Applicant to highlight
the benefits that are a result of Applicant's efforts. In main,
the Commttee directed Applicant to focus on formulating a
consensual chapter 11 plan, elimnating litigation with respect
to issues that could be resol ved pursuant to that plan and
encouragi ng the resolution of clains reconciliation issues as

qui ckly as possi bl e.

(a) Plan Negotiations.

31. The consolidated Commttee, consisting of
creditors of Parent (the hol ding conpany) and Stores (the
operating conpany), was commntted to a consensual plan of
reorgani zation fromthe outset of these cases. The Commttee,
with Applicant's assistance, anal yzed the foll ow ng i ssues which
faced these estates and had to be conprom sed in order to
confirma consensual plan:

(1) the capitalization of Stores' subsidiaries;
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(11) possible recharacterization or reduction of
the Interconpany Caim(as hereinafter defined), the primry
asset of Parent;

(1i1) possible clainms of the estates against
third parties as a result of the I PO Transaction (as hereinafter
defi ned);

(1v) the secured status of the pre-petition
revolver facility and anmount of the claimincluding, entitlenent
to and application of adequate protection paynents;

(v) the possible avoidance of the guarantees by
the Stores subsidiaries given to the pre-petition revol ver
facility bank group;

(vi) marshalling issues by and anong the vari ous
creditors;

(vii) possible substantive consolidation of the
est at es;

(vii) Parent's and Stores' conpeting clains to a
tax refund; and

(viii) the possible avoi dance of the guarantees
by the Stores subsidiaries given to the pre-petition

construction financing facility bank group.

32. During the Sumrer of 1996, Applicant spent a

significant anmount of time discussing plan concepts with
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representatives of the major creditor constituencies as part of
the Creditors' Wirking Goup. At that point, the Creditors'
Wor ki ng Group was conprised of the Senior Bank Agent, the
Unofficial Conmttee and the Commttee. The Creditors' Working
Group represented substantially all of the $570 mllion of debt
in these cases as follows: (i) the Conmttee represented all of
t he unsecured debt, including without limtation, the $225
mllion of bond debt and $251 million of trade, |ease rejection
and ot her unsecured clains; (ii) the Senior Bank Agent
represented approximately $76 mllion of principal obligations
of the pre-petition revolver and approximately $18 mllion for
the pre-petition construction financing facility; and (iii) the
Unofficial Conmittee represented hol ders of approxi mately $50

mllion of unsecured clains purchased fromoriginal hol ders.

33. Throughout these cases, at the request of the
Comm ttee, Applicant al so spent a significant anmount of tine
exploring alternative exit strategies for the Debtors' energence

fromchapter 11.

34. Applicant participated in frequent neetings of
the Creditors' Wrking Goup throughout the sumer of 1996 and
into 1997. These neetings focused all of the Debtors creditors
on the key issues which had to be resolved in order for a

consensual plan to be possible. During this period, Applicant

- 19 -
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engaged in extensive preparation for all of these neetings by
reviewing the | egal and factual issues described above and
reviewed the anal yses and settl ement proposals prepared by the

various of the creditor groups and the Debtors.

35. In January 1997, follow ng a change in managenent
of Bradl ees supported by the creditors, the creditors were asked
to consent to an extension of exclusivity to permt the Debtors
new managenent teamtine to address the Debtors' poor operating
results. The creditors agreed to the Debtors request. During
t he bal ance of 1997, Applicant negotiated extensively with the
menbers of the Debtors and the nenbers of the Creditors' Working
Group including, a new participant, representatives of the
purchasers of the majority of the pre-petition revol ver debt,

t he Bank Debt Hol ders, concerning the term sheet proposed by

this group and the Unofficial Conmttee.

36. Followi ng entry of an Order dated Decenber 22,
1997 which required that the Debtors file a plan by April, 1998,
Applicant, the Debtors and the other creditor groups spent a
significant anmount of tinme anal yzing the proposed term sheet and
ot her open plan issues. Applicant reviewed and anal yzed a draft
of the Debtors' proposed plan or reorgani zation as well as
versions of the disclosure statement filed with the Bankruptcy

Court on April 13, 1998. Applicant comruni cated extensively

- 20 -
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with the Commttee, the Debtors and the other creditor
constituenci es concerning the Debtors' proposed plan regarding,
anong ot her things, issues related to the proposed managenent
enmer gence bonus prograns, the Vendor Lien, a proposed litigation
trust with respect to possible clainms against the Debtors
officers and directors, distribution issues to Parent's

creditors and clains reconciliation issues and procedures.

37. Applicant also participated in intensive
negotiations with the other creditors concerning the anmount of
the Interconpany Claim the application of the adequate
protection paynments paid by the Debtors to the Senior Bank Agent
for the benefit of the pre-petition revolver financing facility
claimants, distribution proposals advanced by certain bondhol der
menbers of the Commttee and resolutions of issues relating to

the pre-petition construction financing facility.

38. Follow ng nunmerous neetings wwth the Conmmittee
and a plan subcommttee thereof, Applicant provided the Debtors
and the other creditor constituencies with extensive witten
comments on the Debtors' plan of reorganization and disclosure
statenent, dated April 13, 1998. Applicant prepared various
menor anda cont ai ni ng pl an conents, suggestions and revisions in
order to focus the various parties in interest on the resolution

of open plan issues.
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39. Applicant undertook an extensive witten anal ysis
of the issues related to the proposed litigation trust and
communi cat ed extensively with the other parties concerning the
Applicant's analysis of these issues. To address the comments
of , anong others, the Commttee, the Debtors filed a draft of
the Debtors' First Anended Joint Plan of Reorganization, dated
on or about June 5, 1998 ("First Anended Plan"). Applicant
revi ewed and provided further coments upon the First Amended
Plan. Applicant continued to engage in a dialogue with the
various parties and the Debtors to encourage resolution of the
out st andi ng i ssues and circul ated suggestions for a resol ution
of the senior managenent energence bonus issue which was

satisfactory to the Conmttee.

40. In July 1998, when no further progress could be
made concerning the resolution of the remaining open issues,
Applicant and the Unofficial Comrmittee redrafted the entire plan
of reorgani zation to include provisions agreed upon by the
Commttee, the Unofficial Conmttee and the Bank Debt Hol ders.
Utimately, after receiving these further proposed
nodi fications, the Debtors agreed to adopt nost of the
provisions that all of the creditors supported. By this point,
a consensus had been reached with respect to: (i) distribution

to the unsecured creditors of Parent; (ii) the amount of the

- 22 -
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Interconpany Claim (iii) the amount and distribution upon the
claimof the Bank Debt Hol ders and application of adequate
protection paynents; and (iv) the amobunts of certain clains

related to the off-bal ance sheet properties.

41. By Order dated August 18, 1998, the Bankruptcy
Court appointed a nediator to resolve the remaining plan issues
i ncl udi ng, cash energence bonuses for seni or nmanagenent.
Appl i cant prepared subm ssions to the nediator, participated in
medi ati on sessions and revi ewed the subm ssions of the other
parties in interest. Follow ng these efforts and those of the
medi ator and the other participants, the creditors and the

Debt ors reached an agreenent concerning distributions.

42. Applicant provided extensive witten conments on
numerous drafts of the disclosure statenent for the Debtors
First Amended Plan and attended the Septenber 25, 1998, hearing
on such disclosure statenent. The disclosure statenment was

approved by Order dated Cctober 5, 1998.

43. Throughout the fall of 1998, Applicant focused on
the requirenments for effectiveness of the plan, including
enmergence financing and the condition that allowed unsecured
clainms could not exceed $300 million at Stores. Applicant also

revi ewed nunmerous notions related to the voting, solicitation
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and distribution processes, including the following: (i) the
Debtors' notion to fix a record date for voting purposes and for
approval of voting and solicitation procedures; (ii) notions by
various creditors for estimation of clainms for voting purposes;
and (iii) Debtors' notions to estimate landlord and tort clains
for distribution purposes. Applicant also reviewed the Debtors
solicitation package and conmuni cated extensively wth unsecured
creditors in these cases regarding the plan of reorganization

and di scl osure statenent.

44, In QCctober and Novenber 1998, Applicant
comuni cated with the Commttee, the Debtors and the other
creditors concerning various objections filed by parties in
interest to the First Amended Pl an and revi ewed and anal yzed
pl an nodi fications proposed by the Debtors to address such
obj ections. Applicant reviewed the Debtors' revised plan which
was i ntended to address certain objections to the First Anended
Plan and the Confirmation Order. Applicant also attended the
heari ng held on Novenber 18, 1998 whereupon the Bankruptcy Court
confirmed the Debtors' First Amended and Mdified Joint Plan of

Reor gani zat i on.

45. Applicant reviewed and anal yzed the docunents
related to the Notice of Appeal and notion for a stay pending

appeal which were filed by G eenwich. Applicant consulted with
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the Conmttee, the Debtors and the other creditor constituents
extensively concerning the appeal of the Confirmation Order, and
possi bl e ways to resolve the dispute. Applicant also attended
the oral argunment on the notion filed by G eenwich for a stay
pendi ng appeal which stay was granted pendi ng oral argunent on
the nmerits of the appeal. Applicant then attended the hearing
on the appeal and reviewed the decision of the District Court
whi ch reversed the Confirmati on Order and the Debtors' proposed
nmoti ons and proposals to nodify its First Anended Plan in |ight
of the District Court's decision, including, the proposed O der
to Show Cause to Modify Joint Plan of Reorganization and for

Confirmati on of the Plan, as anended.

46. Just prior to the Debtors' enmergence and in
addition to those tasks described in Section A, Paragraphs 17-22
above, Applicant consulted with the Commttee and other creditor
constituenci es concerning nom nations for the new Board of
Directors of Parent. Pursuant to the First Amended Pl an, the
Committee was permtted to select one nenber of Parent's new
board, and two others jointly with the Unofficial Conmttee and
t he Bank Debt Hol ders. Applicant contacted potential nom nees,
conducted interviews with the Commttee and provided information

to such nom nees with respect to the Debtors.
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47. Utimately, the Second Anended Pl an was confirnmed
on January 27, 1999 and was decl ared effective on February 2,

1999.

(b) Einancing.

48. On the Petition Date, the Debtors entered into a
Revolving Credit and CGuarantee Agreenent (the "Original Credit
Agreenent”) with Chem cal Bank (now known as Chase Manhatt an
Bank) to provide Stores, as Borrower, with Chapter 11 financing.
The Original Credit Agreenment permtted the Debtors to borrow up
to $250 million, with all obligations under the Credit Agreenent

subj ect to guarantees signed by the remaini ng Debtors.

49. Wth Applicant's assistance, the Conmmittee
anal yzed numerous provisions of the Oiginal Credit Agreenent
whi ch woul d inpact relations with vendors, including provisions
whi ch mght have limted the Debtors' ability to inplenent
return to vendor prograns, satisfy reclamation clains and/or

make adequate protection paynents.

50. Follow ng the approval of the Original Credit
Agreenent, Bradl ees sought to anend the facility a total of six
(6) times. These changes included nodi fying the financial
covenants, extending the termof the agreenment and reducing the

maxi mum credit anount. Applicant anal yzed each anendnent and
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consulted the Conm ttee concerning any inpact on the Debtors

busi ness, including trade comunity support.

51. In or about Cctober 1997, Bradl ees sought to
i mpl ement a new $250 nillion debtor-in-possession financing
facility ("New Facility") which included ternms for an exit
financing facility with the Senior Lender. Applicant revi ewed
the New Facility and consulted with the Commttee and the
Debt ors concerning sanme. The New Facility was approved by O der

dated on or about Decenber 23, 1997

52. As the Debtors prepared to enmerge from Chapter
11, Applicant comrunicated with the Commttee and the Debtors
concerning the proposed Exit Financing Facility by and anong the
Debtors and the Senior Lender and rel ated agreenents. Applicant
al so consulted with the Commttee's financial advisors
concerning the Debtors' projections and other financial
requi renents of the Exit Financing Facility and comruni cat ed

with the Commttee regardi ng sane.

53. To pronote Stores' ability to receive trade
vendors support upon energence from Chapter 11, as set forth
above in Section A hereof, Applicant also drafted the Coll ateral
Trust Agreenent by and anong Stores and the Trustee and the

| nventory Security Agreenent by and between Stores and the
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Trustee each with respect to the Vendor Lien to be granted by
Stores to the Trustee for the benefit of trade vendors upon the

Effective Date of the Debtors' plan(s).

(c) Corporate Structure and I nterconpany C aim

54. Applicant was required to expend a significant
anopunt of tinme reviewng the |egal issues presented and
potential ramfications arising out of the Debtors' acquisition
of the Bradl ees business in July 1992. The Conm ttee, consisting
of creditors of Parent and Stores, was commtted to resol ving
the i ssues surrounding the Interconpany C aimcreated by the
acquisition in the context of a consensual plan of

reorgani zati on.

55. In July 1992, Parent consummated a public
offering of its common stock and purchased the Bradl ees
busi ness from The Stop and Shop Conpanies, Inc. (the "IPO
Transaction"). In connection with the spin off, an interconpany
receivable from Stores to Parent was created in the approxi mate
amount of $280 million to reflect certain acquisition and
operating obligations of Stores to Parent (the "Interconpany

Cain).

56. Appl i cant worked extensively to consensually

resolve the issues raised by the Interconpany C aimwthout
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l[itigation. The Commttee believed that such [itigation would
only distract the Debtors' reorgani zation efforts and further
del ay the Debtors' energence fromchapter 11. The Unoffici al
Committee unilaterally pressed throughout these cases for a ful
investigation of the Interconpany Claimby the Commttee, the
formati on of separate creditors' commttees for Parent and
Stores, and the appoi ntnent of exam ner to comrence litigation

with respect to the Interconpany C aim

57. After the Debtors published a consolidating
bal ance sheet in October 1995, which set forth the Interconpany
Claim Applicant communi cated extensively with the Debtors to
encourage the Debtors to file a Form 8k in order to suppl enent
the publicly avail able information concerning the Interconpany
Claim Applicant and the Commttee financial advisors also
undertook a prelimnary review of the issues related to the

I nterconpany Clains at the Commttee's request.

58. In February 1996, in accordance with the
Committee's request, the Debtors filed a Form 8K whi ch cont ai ned
addi tional information about the nature of the Interconpany
Claim Applicant al so assisted the Committee in review ng
whet her separate creditors' commttees for Parent and Stores
were appropriate and the Conmttee concl uded that the

consolidated Commttee was in fact appropriate.

- 29 -



S52\ BRADLEES\ LEGAL\ FI NAPP. 003: x|

59. Applicant also conferred wth counsel for the
Unofficial Conmttee to reiterate the Commttee's position that
in order to conserve the resources of the estates and elimnate
duplicative efforts of the various professionals, the Debtors in
the first instance shoul d extensively eval uate potential causes
of action relating to the Interconpany C aimand the | PO
Transaction and thereafter the Commttee would reviewthe
Debtors analysis and draw its own concl usi on on behal f of

unsecured creditors.

60. On Septenber 13, 1996, the Debtors' professionals
distributed their conprehensive (in excess of 150 pages)
anal ysis of the Interconpany Claimand any clains related to the

| PO Transaction, the Confidential Analysis of Potential dains

Arising Qut of the July 2, 1992 Initial Public Ofering of

Bradl ees, Inc. and the Subsequent Acquisition of Bradlees (the

"Report"). Applicant conferred with the Debtors' professionals
and the Comm ttee financial advisors on numerous occasions to
di scuss the Report, its assunptions and the overall inpact of

this analysis on plan alternatives.

61. At the Commttee's request, Applicant revi ewed
and reported to the Commttee regarding: the structure of the

| everaged buyout; the docunments relating the initial public
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of fering; the Indenture dated August 1, 1992 entered into by
State Street Bank and Trust Conpany, as trustee, with respect to
t he 11% Subor di nat ed Bradl ees Debentures due 2002; and the

| ndenture dated March 1, 1993 entered into by Fl eet Bank of
Massachusetts, N. A, as trustee, with respect to the 9 1/4%
Seni or Subordi nat ed Debentures due 2002 and the numerous

potential clains and theories outlined in the Report.

62. During early 1997, in order to further the
Comm ttee's goal of preventing litigation with respect to the
| nt erconpany C ai mand pronoting the |ikelihood that these
i ssues woul d be consensually resolved in a plan of
reorgani zati on, Applicant proposed that the Debtors toll the
statute of limtations with respect to clains related to the
Interconpany Claim Unless tolled, such statute of Iimtations

woul d have expired on June 23, 1997

63. Applicant comruni cated extensively with the
parties in interest concerning the tolling of these actions.
The Unofficial Commttee was not satisfied with the efforts to
toll the statute of Iimtations, and in May 1997 (wthin weeks
of the expiration of the statute of limtations) sought to have
an exam ner appointed to conmmence litigation with respect to the
| nt erconpany C ai mand the conduct an investigation. By

menor andum deci si on and order dated June 4, 1997, the Bankruptcy
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Court denied the Unofficial Commttee's request noting that the

status quo with respect to these actions was preserved by the
stipulation entered into by the Debtors dated June 23, 1997
which tolled the statute of limtations for these actions. (The
Unofficial Conmttee filed an appeal with respect to this Oder
but adjourned the appeal ad infinitum choosing instead to
continue to negotiate a consensual plan to settle these issues.)

64. Utimately, all issues related to the conproni se
of the Interconpany C aimwere resolved by the terns of the

Second Anmended Pl an.

(d) Alternative Dispute Resolution Program

65. During the first year of these cases many of the
tort claimants involved in these cases filed notions for relief
fromthe automatic stay and/or for perm ssion to permt the
continuation of actions or for permssion to file suit in other
jurisdictions. To address this confusion and to foster the
Debtors' ability to focus on their reorgani zation efforts, the
Comm ttee requested that Applicant repeatedly urge the Debtors
to pronptly inplenent an alternative di spute resol ution program
in order to tinely and efficiently resolve these clains wthout
significantly burdening Debtors' managenent. Applicant provided
the Debtors with reconmmendati ons and exanpl es of inportant

features for such a program
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66. Applicant reviewed drafts of the Debtors
proposed ADR procedures and provided comments to the Debtors
counsel, including nunmerous suggestions to inprove the ADR
procedures proposed by the Debtors fromthe standpoint of

unsecured creditors.

67. By Order dated Septenber 12, 1996, the Debtors
were authorized to inplenent an ADR Program for personal injury
and other tort clains and enjoined the comencenent of tort
actions except pursuant to such program Over the course of the
next two and half years of these cases, the Debtors were able to
settle or |iquidate hundreds of personal injury clains prior to

the Effective Date using the ADR Program

(e) Vendor Prograns.

68. The Commttee's commtnent to tinely clains
reconciliation is also evident fromthe Conmttee's instruction
to Applicant to pronote resolutions of other types of clains as
well. The Commttee believed that the Debtors' relationships
with the trade vendor comunity were critical to the Debtors
survival and Applicant dedicated significant resources to

fostering these rel ationships.

(1) RTV Program
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69. Upon Applicant's retention, the Committee
directed Applicant to request that the Debtors' pronptly file a
nmotion for approval of a return to vendor program (an "RTV
Programf). In the ordinary course of the Debtor's business
prior to the commencenent of these Chapter 11 cases, vendors
accepted returns for the follow ng types of nerchandise: (a)
goods that were no | onger appropriate to the current selling
season, (b) goods that were appropriate to the current selling
season but were returned as part of an effort to have a bal anced
m x of different sizes and colors, (c) goods that were slowto
sell, (d) damaged or defective goods, (e) goods sold under
agreenents whereby the vendor agreed to take back unsold
mer chandi se, and (f) goods that did not correspond to the
Debtors' purchase orders (collectively, "RTV Goods"). Prior to
t he bankruptcy filings, when the RTV Goods were returned, the
vendors gave the Debtors dollar for dollar credit for the cost

of these goods.

70. Upon the commencenent of these cases, the Debtors
suspended regul ar nerchandi se return prograns with respect to
goods that had been delivered prior to the Petition Date.
Vendors previously operating under customary return to vendor
prograns were unwilling to accept returns of pre-petition goods

for credit against post-petition invoices. Applicant
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i mredi atel y comrenced di scussi on and negotiated with the Debtors
and other parties in interest to initiate an RTV Program wher eby
the Debtors would be authorized to return pre-petition goods to

vendors for credit against pre-petition invoices.

71. Applicant's efforts resulted in the entry of an
order, dated August 2, 1995 ("RTV Order"), and | ater anended
August 22, 1995, approving the Debtors' proposed RTV Program
The RTV Order provided, anong other things, that any RTV Goods
returned to a vendor will be applied against pre-petition
account bal ance dollar for dollar, based upon the invoice cost
of the returned nerchandise. To the extent that vendor does not
hold a pre-petition claimagainst the Debtors, any offset for
return of the RTV Goods shall be applied against post-petition
i nvoi ces dollar for dollar, based upon the invoice cost of the

ret ur ned nmerchandi se.

(11) Reclamation Program

72. The Commttee also directed Applicant to work
with the Debtors to inplenment a reclamation program Applicant
pressed the Debtors to seek approval of a reclamation program
whi ch provided for paynment options for creditors as follows: (i)
a $.65 on the dollar imediate paynent in cash for the anount of

the allowed reclamation claimwith a wai ver of the bal ance of
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the claim or (ii) an admnistrative claimfor the allowed

amount of the reclamation claim

73. On May 1, 1996, the Debtors filed a notion to
seek approval of a reclamation program which included the above
descri bed paynent options. However, the notion did not include
any procedures to resolve the $14.3 mllion in reclamation
clains which the Debtors originally stated were in dispute (out

of a total of $27.4 mllion of reclamation clains).

74. The Conmttee reviewed the Reclamation Motion and
rai sed concerns regarding certain of the lack of reconciliation
procedures. The Committee instructed Applicant to object to the
Recl amati on Motion, unless the Debtors al so agreed to include
procedures to tinely resolve disputed reclanmation clains. The
Comm ttee was concerned that, anong other things, wthout a
formal reconciliation process or ADR Program the disputed
clainms could be left unreconciled until confirmation. The
Comm ttee believed that inplenentation of formal ADR Program
woul d not only discourage the filing of reclamation adversary

proceedi ngs and result in the pronpt resolution of clains.

75. Applicant communicated the Commttee' s concerns
to the Debtors' counsel, but the Debtors refused to nmake any

nodi fication to the Reclamati on Program and, therefore,
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Applicant prepared an Objection to the notion. |In response to
the Commttee's bjection and the bjections filed by five (5)
reclamation creditors, the Debtors filed a Response wherein they
agreed to nake certain nodifications to the reclamati on
procedures. The Debtors' Response also stated that they would
make a determ nation as to participation in an ADR Programon a
case-by-case basis. The Commttee determ ned that the proposed
nodi fications did not adequately addressed its concern about the
failure of the programto inplenment procedures to allow

creditors to tinely resol ve disputed cl ains.

76. At the May 15, 1996 hearing on the Reclamation
Motion, the Court did not grant the notion but adjourned the
hearing to provide the Debtors additional time to resolve
di sputed reclamation clains. Finally, in October 1996, the
Debt or proposed revised reclamati on procedures which included
many of the features previously requested by the Commttee. The
new procedures permtted the Debtors to settle reclamation
claims within certain paranmeters on notice to the Commttee and
t he Seni or Bank Agent and included formal procedures for the
reconciliation of reclamation clains. These procedures al so
contained an alternative dispute resolution option for the
settl enment of disputed reclamation clains. The new program was

approved on Novenber 12, 1996.
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77. Wthin a nonth of inplenmentation of the
recl amati on procedures over a quarter of the reclamation clains
were reconciled and settled. Utimately, prior to the Effective
Dat e, approximtely 200 of the disputed reclanation clains
asserted agai nst these estates were conprom sed w t hout

[itigation or significant admnistrative cost to the estates.

V. CONCLUSI ON

78. Applicant respectfully requests a final fee award
for professional services rendered during the Last Fee Period in
t he aggregate anount of $155,222.50. 1In conpliance with the
Adm ni strative Orders, Applicant has al so necessarily incurred
di sbursenents in the ambunt of $155,222.50 in the performance of
Applicant's duties to the Conmttee during the Last Fee Peri od.
Applicant respectfully requests the reinbursenent of
di sbursenents during the Last Fee Period in the anount of

$15, 856. 13. *

79. Applicant has necessarily and properly expended
332.1 hours of services in performance of its duties as counsel

to the Commttee during the Stub Period. Applicant respectfully

4 Applicant will submt a final calculation of fees and
expenses for the Last Fee Period at the final fee hearing.
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requests a final fee award for professional services rendered

during the Stub Period in the aggregate anount of $84, 381. 00.

80. During the three and one-half year duration of
t hese cases, Applicant has necessarily and properly expended the
hours of professional services as set forth herein and in the
twelve prior interimfee applications. Applicant seeks "final"
al | onance of each of the prior interimawards of fees and
di sbursenments aggregating $4, 936, 132. 00 for fees and $419, 608. 22
for disbursenents, granted to Applicant pursuant to prior

interimfee orders of this Court.

8l. As stated in the Affidavit of Aenn B. Rice,
annexed hereto as Exhibit "G', Applicant has not agreed to share

any conpensation to be received herein with any other person.

82. This is Applicant's final request for an award of
interimconpensation in these cases. Except as set forth
herein, no previous application has been made to this or any

other Court for the relief requested herein.

WHEREFORE, Applicant respectfully requests a final
award of conpensation for professional services rendered as
counsel to the Commttee: during the Last Interim Period, the

prof essional fees in the amobunt of $155,222.50 together with
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rei nbursenent of disbursenents in the amount of $15, 856. 13;
during the Stub Period, professional fees in the anmount of
$84,381.00; and for the entire period of these cases,
prof essional fees in the amount of $4,936,132. 00 together with
rei nbursenent of disbursenents in the amount of $419, 608. 22; for
such other and further relief as this Court deens just and
proper .
Dat ed: New York, New York
March 19, 1999
OTTERBOURG, STEI NDLER, HOUSTON
& ROSEN, P.C

Counsel to the Oficial Commttee
of Unsecured Creditors

By: [ s/
A enn B. Rice (GR 7605)
A Member of the Firm
230 Park Avenue
New Yor k, New York 10169
(212) 661-9100




