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Baron s Stores, Inc., the Debtor herein (the “Deb‘cor ) and the - Ofﬁcnaj Commltte‘é’ ‘
af Unsecured Creditors (the "Commities”) of .:Baron:s Stores, inc jointly submit this Fn'st

Amended Disclosure Statement inthe above-captioned Chapter 11 case

Introduction

On September 9, 1997 {the "Petition Date"), the Debtor filed a voluntary petition

for reorganization under Chapter 11 of the Bankruptcy Code. The case was assugned
1o Bankruptcy Judge Paul G Hyman, Jr.

On September 26 “1.997, the Office of the U.S, Trustee appointed the Committes
consi-stihg of Alan fStuert '

inc., 'Eisenberg Intemational, Cantoni [TC USA, Inc.,

Trans—AppareI Group and Peerless Ckothmg ln’tematrona[ lnc A!an Stuart subsequentiy
remgned from the Comrntttee

EXHIBIT
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On July 13, 1898, the Debtor andthe Committeefied a Joint Plan of Liquidation
-{the "Plan") .and =a disclosure statement describing it. An amended copy of the Plan is
annexed hereto as Exhibit "A". The Plan has been dev_eloped based upon thorough
review and _smalysis of the Debtor's financial condition and rehabilitation altematives, The
Debtor -éhd'the Committee have concluded that the Plan provides the greatest possible
recovery to creditors under the circumstances of this case, The-recévery 1o unsecured
creditors ié estimated to be in arangefrom 2210 26%. ACCQHDINGLY,THE:DEBTOH-AND ,

THE COMMITTEE RECOMMEND THAT ALL HOLDERS OF CLASS 4 UNSECURED CLAIMS
'VOTE TO AGCEPT THE PLAN.

Ii. Purpose of Disclosure Statement and Procedure for Pian Confirmation

A, ‘Purpose of Disclosure Statement.

‘The Debtor and the Commiittee are provndmg this Disclosure Statement
pursuantto Sec’uon 1125 of the United States Bankruptcy Code, 11 U.S.C. §101 et seq
(the “Bankruptcy Code“) A disclosure statement 1s intended 1o provide creditors with
information of a kind, and sufﬁc:len’f detall, asfar as is reasonably practlcabie in hght of

1he nature and hlstory of the Debtor and the condition of the Debtors books and
records, that would enable a typical creditor-or holder of ciaxrns or interests to make an
informed Judgment about whether to vote 1o accept or reject “the Plan. This Disclosure
Statement has been approved by the Bankruptcy Caurt as fo form only before i

d!StﬂbU’ﬂOﬂ to creditors. The Bankruptcy Court's approval as t6 form, however, does not

‘constitute #ts approval of the Plan on the merits.
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B. Source of Information.

Except as otherwise expressly indicated, the portions of this Disclosure Statement
describing the Debior, its business and the Plan have been prepa-red from info-rma’.rion
obtained ffom the bankruptey schedules and other documents provided by the Debior
or discovered from third parties.‘ Financial information has been Provided by the Debtor,
and not by any outside certified publlc accounting firm.  Financia] data has been

complled using ordinarily acoepted ‘accounting principles, based upon unaudited

mformatlon derived ‘from. the Debtor's records.

NO- REPRESENTAT!ONS ABOUTTHE: DEBTOR, OR THE VALUE OF ITS PROPERTY,
ARE AUTHORIZED BY THE DEEBT OR OR'THE COMMITTEE OTHER THAN AS SET FORTH
INTHIS DISCLOSURE STATEMENT. ANY. HEPRESENTATION OR INDUCEMENT: MADETD
SECURE ACCEPTANCE OR REJECTION OF THE PLAN OTHER THAN AS CONTAINED IN
THIS D!SCLOSURE STATEMENT SHOULD NOT BE RELIED UPON BY ANY" CREDITOR OR
INTEREST HOL.DEF{ ANY SUCH ADD]T]DNAL REPRESENTATION OR INDUCEMENT
SHOULD BE REPORTED TOCOUNSEL FOR THE DEBTOR COUNSELTO THE COMMITTEE
OR 'TO THE UNITED STATES TRUSTEE WHQ, IN TURN ‘SHALLL TRANSMIT THE
INFORMATION TO THE BANKRUPTCY COURT OR TAKE OTHER APPROPRIATE ACTIDN
THE lNFORMATlON CONTAINED 'IN THIS - DISCLOSURE STATEMENT HAS NOT
BEEN SUBJECTED TOA CEF!TIFIED AUDIT. BECAUSE OFTHE FOREG QINGREASON AND
THEIMPOSSIBILITY OF MAKING ASSUMPTIONS, ESTIMATES AND PROJECTIDNS INTO |
THE FUTUHE WITH ABSOLUTE ACCUF{ACY , THE DEBTOR AND THE COMMITTEE ARE
UNABLETO WARRANT OR REPHESENTTHATTHE INFORMATION CONTAINED IN THIS

DISCLOSURE STATEMENT IS COMPLETE AND ACCURATE, ALTHOUGH ‘REASONABLE
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EFFORTS HAVE BEEN MADE TO PRESENT COMPLETE AND ACCURATE INFORMATION.
"THE 'RECORDS KEPT BY THE DEBTOR RELY FOR THEIR .ACCURACY ON INTERNAL
BOOKKEEPING. THE RECORDS KEPT ‘BY THE DEBTOR ARE NOT WARRANTED OR
‘REPRESENTED TO BE FREE OF ANY INACCURACY. HOWEVER, EVERY REASONABLE
:EFF.,CJHT'HA—S BEEN MADE TOPRESENT ACCURATE INFD'RMA’TIbN. COUNSEL TO THE
‘DEBTOR AND THE COMMITTEE HA\[E NOT INDEPENDENTLY VERIFIED ANY OF THE
lNFORMNﬂONPROVDEDBYTHEDEBTOHANDDONOTMAKEANYHEPHESENTAHDNS
OR WARRANTIES WITH RESPECT TO THE TRUTH OR ACCURACY OF ANY OF THE
INFORMATION PRESENTED,

ALL PARTIES: ENTITLED TO VOTE ON THE PLAN ARE URGED "TO REVIEW IN' FULL
‘THE PLAN AND THE DISCLOSURE STATEMENT, TOGETHER WITH ALL .EXHIBITS
ATTACHED THERETQ, PRIORTO VQTIN'G ONTHE PLAN, AND H)&Y'DESIR’E‘TO 'CONSULT..
LEGALCOUNSEL PRIORTO VOTING"TO ENSURE COMPLETE UNDERSTANDING OF THEIR
TREATMENT UNDER THE PLAN. THIS DISCLOSURE STATEMENT IS INTENDED FORTHE
SOLE USE OF CREDITORS AND INTEREST. HOLDERS OFTHE DEBTORTO ENABLE THEM
TO MAKE AN INFOHMED DECISIGN ABOUT THE PLAN.

c. Hearlng on Conﬁrma’aon of the Plan

The Bankruptcy Court has set a heanng to determlne 7t the Plan has been
accepted by the required ‘number of holders of ‘Claims and Interests and if other
'requiréments for confirmation of the Plan outlined in the Bankruptcy Code have been

satisfied. The hearing on conﬁméti.on of the Plan has been setfor | , 1898
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in'the United States Bankruptcy Court forthe Southem District of Fiorida, jocated ai299
East Broward Boulevard, Room 308, Fort Lauderdals, Florida 33301

“To determine whether the Plan has been accepted by the requisite number of
creditors and whether the other requirements for confirmation of the Plan havje been
safisfied, each creditor and Pparty-in-interest will receive, either with this Disciosure
Statement or separately, the 'Bankmptqy Court's Notice of Hearing on confirmation of the
Plan, which will inform all interested parties of the time and piace of hearing and the date

by which any objections to the Plan must be filed.

D.  Manner of Voting

All creditors entitied 1o vote onthe Plan may cast their vote for-or -againsf".thé‘Plan
by completing, dating-and signing the ?Ballot'for«Accepting ..or'Rejé:ﬁng Plan '.(thé "Ballot)
accompanying this Disclosure ‘Statement and filing it with the Bankruptcy Cdurt.
Suchfiling may be ;éccomplished by mailing the Ballot to the Clerk ofthe Bankrupicy
| Court, 299 East Broward Boulevard, Fort Lauderdale, Florida 33301. In order o be
counted, aH Ballots must be ﬁled priorto ¢’ clockp mon___ 1 998.

In determmlng acceptance of the Plan, votes will be counted only if submitted by
creditors whose claims are scheduled by the Debtor as undisputed, non-contlngerrt and
hquzdated or who have ﬁled with the Bankruptoy Court 4 proof of cialm which has not
been disallowed, dzs.quajrﬁed orsuspended priorto computation of the vote on the Plan.
Credito,rs whosg claims are scﬁed_uled by the Debtor as- disputed, contingsnt or

unliquidated may seek ternporary allowance of such claim for purposes of voling onthe ,
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proposed Plan by sending written notice to counsel for the Debtor and the Committee.
‘The Ballot which accompanies this Disciosure Statement does not constitute a proof of
claim. iyou are uncertain whether your claim has been correctly scheduled, you shou‘ld”
check the Debtor's schedules which are on file with, and may be inspected at Room 310

of the Bankruptcy Court at the above listed -address.

. The Debior

Al Brief History and Description.

The Debtor operated a chain.of men’s apparel siores located in South Florida
which spec:ailzed in medium to hlgh-pnced Ssuits, sportswear, CiOﬂ']lng and accessories.
The Debtor's affiliate Lanson’s, Inc. was also a Fiorida corporat]on which operated
‘& chain of retail clothing 'stores. In 1983, Lanson’s, Inc. acquired a chain of cloth:ng
stores ‘operating under the name of "Baron’s”, Effectwe‘August 1, 1987 Lanson s inc,
divided its business intotwo ‘separate corporatrons All assets and I:ab:lmes reiahng to
the operaiion of the Lanson s stores were transferred to Lanson's Stores, Inc. and a!i
assets and liabilities relating to opera’aons of the Baron's stores were transferred fo the
Debtor | _ _
99% of the Debtor's stock is owned by fts pres;dent Norman Lanson.

The remaining 1% of the Debtofs stock 's owned by Mr Lanson's wife, Meryl Lanson.

- B.  Background and '-F{easonS’for Bankruptey

The Debtor enjoyed financial success through approximately the middle of 1993,

at'which time it began to expenence operatlng losses and a lack of hqurdlty based on
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embezzlement of substantialfunds by aformer employse. Priorto the Pétition Date the
Debtor hired special litigation counsal to pursue the claims against the former employee
and ‘the accounting firm which represented the Debtor at the time the funds were
embezzled. Ajudgment waspbtemed againstthe former employee, which judgment was
levied upbn and the proceeds of two homes and a bank account were provided to the
Debtor prior to the Petition Date. The acbounting‘ﬁrm was insurebi. ‘The proceeds of the
settliement with the accounting firm's insurance company, which is mare particularly
described in Section =] 'hereof resulted in a payment of $2.4 million to the estate,
Dunng“the fiscal year. ended September 30, 1995, the Debtor suffered aloss of $396,179
on revenues of $13,858,027. The Debtor suffered afurther loss of $244,424 for the fiscal
- year ended September 30, 1996 on ‘revenues of '$1219l16 472,

‘This negative trend’ continued fo spiral dunng the period leading up 1o the
Debtofs Chapter 11 filing. For the 39 weeks ended June 26,1997, The Debtor suffered
-a loss of $539,606. During the subsequent 13-week penod ended September 27, 199?'
the Debtor suﬁered an es’nmated loss of $460 945 before bankmptcy—related
ladjustments Due 1o its operatmg losses, the Debior was forced 1o close 10 etores
during the year prior to September 9 1997 (the "Petition Date') Accordmgly,--tbe Debtor
was operatmg just nine stores at the time of the - Petrtlen Date,

As a resuit of the Debtor's seriously weakened ﬁnanc:al condltlon it was forced
to file rts Chapter 11 petition on September 9 1997, The ﬁhng was precipitated by three
major factors. First, the Debtor's secured fine of cred;t extended by BankAtiantic was _

' expiring and ..the .Debtor was not able to 'negotiate a further extension. Second, the
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Debtor was not-able to negotiats a isase on acceptable terms at its most profitable and

largest store located at Dadeland Mall. Third, the Debtor was unable to successful!y

resolve an ongoing lawsuit which it had. brought in Florida State Court against its former

'accoun’nng_ firm, Morrison, Brown. Argiz & Co., P.A, ("Morrison™} (see Section N(E)

below).

C.  Operations in Chapter 11

Unfortunately, the Debtor's performance continued todeteriorate during the course

of this praceeding. On a comparative store basrs ‘the Debtor expenenced dramatrcal!y

dechnlng sales during each month of the period from October 1997 to March 1998 as
compared to the prior year as sat .forth below: |
| (8  ~41% in October, 1997 as ,compared yio) Dctdber, 19986:
(b)  -38%-in November, 1997 as compared to Novemnber, '17998;.
{o) =27% In December, 1997 as compared-to December, 1986;
(d -20% in January, 1998 as Compared to January, 1.997:
(e} 2% in 'Febr.Lrary, 1998 as corrrpared to February, 1097;

M 12%in March 1998 as cornpared to March 1897,

Whlie the Debtor was able to enter- mto 2 postpetition financing agreement with

BankAllantic which provided an additional $400,000 in ﬁnancmg, such ﬁnancmg was

inadequate 1o rearganize the Debtor's operations, particularly in iight of its continuing

Ppastpetition operating losses and declining sales. Accordingiy, the Debtor and the
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Cormmittes jointly determined that in order fo maximize the value of the estate, the Debtor

sshould entertain bids for the ‘purchase of substantially all of its assets,

D.  Sale of Substantialiv All of the Debtor's Assets

On April 22, 1998, the Debtor and the Committes filed a joint motion (the “Joint
Saje Mofion") for authority to conduct an auction (the "Auction) (i) to Tetain an agent to |
liquidate the Debtor’s-inventory or, altemnatively, (ii) to sell substantial ty all of the Debtor's
assets. On April 27, 1998 a preliminary hearing on the Joint Sale Motion was held :aﬁd
the Bankruptey Court issued ‘a preliminary order authorizing the Auction and bidding
procedures, among other things. | |

On April 27, 1998, 'tﬁe Auction was held at the offices of the Debtor's :counsel.‘
The Debtor and 'the Committee determined that the highest and best offer was an offer
from B.AR. Acquisition Corporation ("BACY, a corporation controlled by the same
principal as Alan Stuart, Inc. Alan Stuart, Inc. was the/c;hairperson of the Committee .untiE.
'ﬁwe company resiglned from the Gommi&ee-the week prior to-the Auction. BAC agreed |
to purchase '_-thé Debtor's ;assets,. including: ()} inventory, (i) furniture, fixtures and
‘ -equipt.'n‘ent,‘ {ii) Ieases, (iv) .ekeéutory contracts ‘tolthe ex’teﬁt -BAC assumes them and
(V) ‘Ihé it;adename and goodwill associated itherewi’mj (collectively, the "Assets™ for 28%
of the value of the inventory. | |

On ‘Apn'l 30, 1998, the Bankrupicy Court approved the saie of the Assets to BAC
in accordance with an asset purchase agreemeni agreed to among BAC, the Debtdran'ci

- 1the Committee (the "‘Contract") as the highest and 'besf offer. Based upon the terms of
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the Contract, and a physical inventory completed on May 5, 1998, the purchase pricefor
the. Assets was calculated in the amount of $883,769.33 {the "Purchase Price").
On May 11, 1998, the Debtor and BAC closed the sale of the Assers.
The Purchase Price, as adjusted pursuant to the LContrar:t, was payable () $100,000 prior
tothe closing and (i) $782,517.79 pursuant to the terms of a note {the "Note").
The Note is due and payable as fe[iows:
‘One Hundred Thousand ($100,000.00) on May 15, 1998;
One Hundred Thousand {$100,000.00} on June 25,. 1998;
Qne Hundred "Thoesand ($1D0,0{)0:00) ohn July 25, 1998;
One Hundred Thousand ($100,000.00) on-August 25, 1998:
Two Hundred "Fifty'Thousand Dollars ($250,000.00) on Decsmber 26, 1998;
'.One Hundred ‘Thousand Dollars ($100,000.00} on fFebruary 15, 1 98g;. and

" The entire. unpaid pnnmpaf balance, together with all other sums owed
‘to the payee thereunder on Apnl 25, 1909,

‘The payments due on May 15, June 25 July 25 and Augu's'tizs have been received
by the .Debter., From these proceeds the Debtor "paid the cure ;rameunts-idue 1o the
Jandiords in the ‘amount of approximately $100,000.00. The balance-of the proceeds
WEere irwested .by 1the Debtor's counsel in an escrow account and various freasury bills
held in escrow by the Debtor's counsel,

BAC’s obhgahons under the Note and the Contract are secured by a first priority
lien on all BACS now owned and- after acquired inventory Add:’uonalty, BAC must

-p.roxnde monthily reports*regardmg the current value of its inventory, whic_h monthly .
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reports BAC has sent on-atimely basis. To the extent 2 monthly report is deficient and
shows that 28% of the retail value of the current inventory is iess than the rémaining

principal balance dus on the Note, BAC must post a letter of credit (the "LCY in an

amount equal to 50% of the remaining balance due under the Note. The retail vaiue of

BAC's inventory as of July 31, 1998 was approximately $3.2 million, Based upon a

iiquidation value of 28%, on July 31, 1998 the estate ‘had coliateral worth $896 000

‘securing the remaining balance of the Note inthe .amount of $482,517.79. The reta;l

value of BAC’S inventory is now.in excess of 3.2 million and the remaining balance ofthe

" Note as of August 31,1998 is $382,517.79.

THERE 1S ARISK' THAT BAC WILL'DEFADLT UNDERTHE NOTE OR FAILTO POSTTHE
LC IF SO REQUIRED. THE DISTRIBUTION TO UNSECURED CREDITORS 1S DEPENDENT IN

LARGE PART UPON THE PAYMENTS UNDER THE NOTE OR, IN THE ALTERNATIVE, THE

HQUIDATION VALUE OF EBA’C’S.IN\EEFHORY ' iF.BAC ‘DEFAULTS UNDER THE NOTE AND

BAC'S: INVENTORY IS LIQUIDATED TO SATISFY BAC'S OBUGATTDNS THE RECOVERY TO
UNSECUF{ED CREDITORS COULD BE DIMINISHED

H'BAC .defautts under the Note or 'fails 1o post 'the LT if so redu‘ir-ed the 'Debtor

“has various remedies under the "security agreement behveen the Debtor and BAC,

mciudmg, wﬁhout limitation, conducnng, in its. sole discretion, ‘going-out-of-business,

_stor.e closing or inventory liquidation sales. The liquidation value of BAC’s inventory as

of July 31, 1 998 was in excess of $800,000.00, |
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E. Settlement of Debtor's State Court Action Against Mori’lson

On or about November 17, 1995, -the Debtor filed a civil action {the "Momscn

Litigation") entitied Baron’s Stores. Ing. v, Morrison, ‘Brown, Argiz & Company, P.A.,

-a Florida ‘Drcfessmnal associafion, -Albert Morison, Jr., Antonio L. Argiz and Manuel

Rodriguez. Jr., Case No.’.95-22509 inthe Circuit Court of the 11th Judiciat Circuit in and

'for Dade County, Fiorida. The Morrison Litigation asserted that Morrison negligently
'falled to detect that the Debtor's former chief financial officer and comptroller, DPavid

‘Peterson, embezzled hundreds of thousands of doliars annually from the Debtor resulting

in a loss exceeding $2.5 million, not inciuding interest or consequential damages.
Following extenswe negotiatlons the Debtor and Momson entered into a
settlement-agreement (the “Settlement Agreermnent") resolvmg the Momson Lrttgatton via
the payment of $2.4 million.” On Mayf“‘l:a, 1898, the Gocrt entered an order (the "May 18th
Order”) :app'rcving the .‘Settlemént 'Agreern.en’f and -.prcviding that payment of the
$2.4 million be made o the trust account of the Debtor's counsel by Morrison wrthln
30 days of the May 18th Order $750,000 of which was payable to the Debtors al:lorneys'
who handled the Morrison’ Lrtlgatlon On Julyl 1998 the Debtor’s counsel recelved the |
check from Mornscn in the amount of $2 4 mllllon and theraafter paid $750 000.00 to the

special lttlgatlon counsei who handled the Morrison litigation pursuant to the. May 18th

‘Order and apprcmmately $950,000.00 to Banlgbltlantlc the Debtor’s secured lender in

full sahsfaction ofits lien. The balanc:e of approxnmately $790 OOO 00 was lnvested in

Treasury bills be:ng heid by the Debtors counsel in contemplation of dlstnbutlon
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V. Surﬁmary of the Plan

A. Classification and Treatment of Ciaims.and Interests

The Plan provides for distribution of the net proceeds of the liquidation of the

Debtor's preperty pursuant to the priorities of the Bankruptey Code.

(@ Class 1 Claims. Class 1 consists of all A[!owed Administrative

Expenses. Class1 Claims are estimated to be approximately $765,000 including:

Post-pstition 'payab_les: . -$281,000.007
Lanson Payment, $195,000.002
Professional Fees: : 7 '$254,000.00°
Severance! ‘ ' | $25,000.00
Miscslianeous Winddown “Expensee: $1 0,000.60

(b) Class 2 Claims. Class 2 consists of all Allowed Claims against
the Debtor -entitied to :priority pursuant 4o Section 507(a) ‘of the Bankruptcy Code.,
Class 2 Ciajms are estimated o be approxtmately $16 000. The only hoider of aClass 2

cleum is ihe Florida Department of Hevenue for: sales tax and that claim is dlsputed

“This amount inciudes trade payables and a prowsmn for dlsputed landlord ¢laims, dlscounted 1o
-estimate a range of seflements.

: To the extent this amount is allowed without offset, $53,000.00 in.cash, the 1995 Mercedes valued

a $22,000.00 and back-up to guaranties of up to-$120,000.00, as more parficularly described.in
secfion V.2 hereaf,

% Malnik & Salkin, P.A., Debtor's Counset: ’ estd $110,000.00
Kranish, Lieb, Welner & Hellman, Commlttee 's - -
Counsel; . . est'd $110,000.00
Emst & Young, Committee’s ' : .

Accountants: ‘ -est'd § 34,000.00
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() Class 3 Claims. Class 3 consists of all Allowed Secured Claims

againstthe Debtor held by Bankatlantic. Class 3 Claims were approximately $950,000.00
and have been paid in-ullfrom the proceeds of the Morrison Litigation.

_{d) Class 4 Claims. Class4 consists of all Allowed Unsecured Claims

-against the Debtor, Class 4 Claims are esﬁmated 1o be appreximateiy $3 miliion,

() Class 5 Equity lnterests Class 5 consists of the Eqmty Interests

of Norman Lanson and Meryl Lanson.

B. Treatment of Claims and Intereets

- (@)  Class'1 Allowed Administrative Expenses. The Debtor shail pay

all Allowed Administrative Expenses in ull, in Cash on the date 'such Adrhinistrative
Expehses become allowed, except to the extent that the holder of -an<A]Iowed

Administrative Expense agrees to .differehitreeh‘nent Ciass 1 is unimpeired

(b} Class?2 Allowed Pnorltv Claims, All Allowed Priority Claims shall

be paid in full, in Cash on the Effective’ Date, except to the extent that the ho}der of an

Allowed Priority Clalmr.a_grees to different treatment. Olase “2"13 unimpaired.

(©) Class 3 Allowed Secured Claims of -Bankﬁtlentic.- All Seou‘red '

Claims of BankAﬂantlc were paid infull, in Cash from proceeds of the settlement of the

‘Morrisan: l..ltlgahon Class 3.is ummpaxred

(d)  Class4 Allowed Unsectred Ciaims. Tothe extent of the remaining

Availabie Cash after satisfaction of ali Class 1, Class 2, and Class 3 Claims, the holders

.of allowed Class 4 Claims shall be paid, in Cash, on a pro rata basis. Payment shall be
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‘made as-soon as practicable and in all-svents the Disbursing Agent shali rnake an initial
distribution within 30 days of Confirrmation of the Plan of 30% ofthe estimated distribution
to the holders of allowed Class 4 Claims and a final .distn'buti_on to the holders of allowéd
Class 4 C}?ims on or about May 31, 1999, provided that thefinal payment onthe Note
is made on or before April 25, 1698 as provided in the Note. ltis estimated that the
Cash available to distribute to Class 4 wﬂi be between $600,000.00 and $700.000. 00,
$200 000.00 of which will be avdilable at Corrﬁrmatlon and that the ultimate dlstnbutlon
1o the holders of allowed Class 4 Clafms shall be ina range from 22 10 26%. Attached
-as Exhibit “B” is a caiculatxon of the recovery to the holders of Ciass 4 Unsecured

Cialms Class 4 is. [mpalrad

() Class 5 Equity Interests. No holder ofa Class 5 Equity Interest

shall receive any payment or retsin -any property .on account of such Class 5 Equity
interest, and all presently issued and outstanding shares of capital .stock of the Debtor

shall be cancelled as of the Effective Date. Class 5.is impaired.

V. . Treatment of”Debtor’s-fPrincipais

‘Thé Debior's principals, Norman Lanson and Méry! Lanson, (collectively, the
“Lansons") shall teceive the treatment set forth in Article V of the Plan as described

below:

1. Allowance of Cia'ims.‘ The shareholder loans of Meryl Lanson set forth on

| the Schedules in the sum of $1860,000.00 .and sharehoider-loans of Norman Lanson set

forth on the Schedules inthe sum of $50,000.00 shall be aliowed as Class 4 Unsecured
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Claims. The Debtor and the Committes have confirmed that these sharsholder loans
were used as necessary working capital for the Debtor and were used solely for'busine_ss
purpases, specifically for payment of the improvements at four new stores located ,et St
Petersburg, Lake Buena Vista, Boynton Beach and Westland ‘Malls.

2 Compensation. On the Effective %Date, the Lansone shall receive the
following aggregate compensation as a dess 1 Allowed Administrative Expense, 1o the
extent such c!airrr is approved ..by‘the Bankruptey Court on or before Confirmation.

{(a) A consultingfee of $75,000.00 (the*Consulting Fee" to assist in the
sale of the assets of the Debtor; and

“(b)  The lesser of $40, OOOGO or Norman Lanson’s exposure an ‘his

_guaranties to certain utility compames minus the . dlstnbutron ‘made under the Plan io

certain uility ,cornpames, and |

(6) The lesser of $80,000.00 or Norman Lanson’s :exposure on his
guaranties with respect 1o the equipment. leases ‘minus Ihe.dis’rribu‘cion-'rriade pursuant
to the Planto Colonial Pacific .L-easing; the equipment lessor; and |

(d) A portion of ‘the Consultmg Fee shali be paid with property of the
estate, rather than cash. Titleto a 1995 Mercedes which is currently in the name of the

Debtor (the “Mercedes") shall be transferred to the. Lansons subject to the existing loan.

‘The Debtor obtained an appraisal for the Mercedes which valued the car at ,'$27,0D{).OO.

The outstanding loan on the Mercec_ies whe—rj'the Debtor.stop;_aed méking the payments
inApril, 1998 was approximately $8,000.00. The Lansons have made the loan payments

since May, 1998 in the amount of apprdximateiy $5,000,00 and have had the use of the
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.car; Approximately, $3,6DO.‘00 remains outstanding on the lcan. If the Baﬁkr.uptcﬁr Court
l"approves 1his compensation, the Consulting Fee would bé re.duced from $75,DO0.00_to
T“$53,OOO.DO and title to the Mercedes Would be transferred tothe Lansons subject to the
outstanding loan. o
This: compensataon which the Debtor and the Committee estimate may be valued
up to $195 000, may be deemed an Admm!stratlve Expense by the- Bankruptc:y Court in
order fo compensate the .Debtor‘s principals for their time, effort and cooperation in
assisfing with the hqu:dat:on of the Debtor‘s assets and the winddown of the Debtor's
business. Due to the dramatxc decline in‘the Debtor’s sales in the last quarter of 1997,
*the Committee met with the Dsbtor to dISCUSS hqwda’ang the Assets The Committee
was conwnced that it was inthe best interest of .:cred'rtors to stopthe substantial Tosses
and liquidate the Debtor's assets as “quickly as possible. The Commrttee s goal was fo
*max1mize va}ue for credltors and to avoid = fiquidation of men's suits in South Florida,
at 'the worst time of the year Juiy and August.  In order to avoid protracted and'
expensive litigation with the Debtor and o obtam the Debior's cooperatlon in ilquldatmg
its assete as qu;ckiy as possible, the Commlttee negotiated a seﬁlement with the ‘
Lansons, |
The- Commlttee ielt strongly that the vajue of rts assets. could only be maximized

if Iitigation was ‘avoided and the assets were Ilquidated as qu1ckly as pOSSJbIe with the
Debtor's cooperation. In order to provnde an incentive for the Lansons fo cooperate in
the hqmda’uon of the assets. and the winddown of the Debtor's- busmess the Committes

agreed 1o support the Lansons’ clalm for an Admmxstratwe Expense as described above
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and in Article V of the Plan in an amount not 1o exceed $195 ,000. The Committee’s
agresment 1o support the Lansons' claim was the result of arms jength negotxa‘uons ‘
The Committee believes that this tompensation to the Lansons is inthe best interest of
the credltofs because the Comm[ttee § agreement to support this settlement expedited
the Ilquxda’non allowing the assets to be sold without incuming additional devastating
losses, whlle aVOtdmg a complete dlmmu’non in“the value of the Debtor's assets.

Duringthe Chapter 11 proceeding, Norman Lanson received 3 salary as presndent
of the Debtor. On the Petition Date Norman Lanson's salary was ‘$4,000.00 per week.
On January 1, 1998, Norman Lanson reduced his salary 40% 1o $2,400.00 :per‘ week until
the sale of substantially all of the Debtor’seass'ets on May 11, 1998, Norman Lanson has
ot received any salary since May 11, 1998, |

VI ‘Funding of-the Plan fend Distribution

- After the Eﬁectwe Date, the Cash necessary o make the payments as provided
by the Plan shall consist primarily of what has been and will be generated from the
liquidation of all property of the Debtor, lncludmg the proceeds of the settlement of the
Morrison Lrt:ga’uon and the proceeds due under the Note., The proceeds of the Morrison
Litigation payments. hava been collected and the net proceeds were mvested by counsel
for the Debtorand are . bemg held in escrow pending- distnbutton ‘The proceeds of the _
sale of the Assets 1o BAC have been coflected through the August 25, 4 998 payment and
the net proceeds were lnvested by counsel for the Debtor and are being held in escrow
pendmg dlstnbutnon The balance of the proceeds are dus' and payable in accordance

with the terms of the ‘Note through April 25, 1998, ‘The anly other remaining assets of
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the estate which nsed to be liguidated or collected are (i) the remaining payments

pursuant to the Note in-the ‘approximate amount of $383,000.00, (i) an annuity in the

name of the Debtor with an approximate value of $50,000.00 (the "Annuity"), which is _

‘currently being held by Bank Atlantic. The Debtor wil liquidate the Annuity on or before

September 18, 1998,

VII. Executory Contracts and Unexpired Leaées

- All executory contracts and unexpired leases not previously assumed and

‘assigned have been rejected, hoWever, in-an abundance of caution, all ‘execttory
'con;rracté and unexpired Ieases not previously assumed :shaJl' be deemed rejected
pursuant tothe provisions of Section 365 of the | Bankruptcy Code as ofthe Conﬁnnahon
| ‘Date. The estimate of $3 mllhon of all. Ailowed Unsecured Claims against the Debtor

includes estimated re;ectlon damage claims for theexecutory contracts and unaxplred_

ieases that have been or would be rejected which estimated rejectlon claims have been

discounted for mmgaﬁon and other defenses

Ob}ectnons 1o Claums and Interests shall be filed with the Bankruptcy Court by

either (a) the Debtor upon the Teview of the Committee and approvat or (b) by the

Commrttee (prowded that the Debtor shal! not be required to obtain the Commrttee S
pnor approval to reasonabie objections of claims 1o be filed against members of the
Committee) and served upon each ‘holder of such Claims and Interests fo Wthh

objection is made as soon as practicable but no later than 20 days priorio Conﬁrmatlon

Date. The failure by the Debtor or the Committee to object to or to re-examine any

Glaims and Interests shall not be deemed to be a waiver of the right to ‘object orto Te-
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examine such Claims and Interests in whaole or in part to determine its '..éllowability Tor

payment. Neither the Debtor nor the Committee shall be required to object 1o any

Claims or Interests where no purpose would be served.

VIL  Continuation of Committee

The prepetition Committée shall terminate on the Confirmation Date and shall bs
reconstituted as a post-Confirmation creditars’ committes 10 monitor distributions, the
collection of proceeds under the Note and consummation of the *Plan ‘The post-
Confirmation creditors’ committee shall not be supervzsed by the. Bankruptcy Court or the
'Ofﬁce of the United States Trustee. Fees and expenses incurred by Kromsh Lieb,
Weiner & Heliman LLP, or Schantz, Schatzman, Aaronson & Petiman, '-'F’,.-A., in their
‘capéciﬁes as counsel to the pdst—Conﬁrfnation creditors’ committee in an amount not fo
..... 'exceed i'$15,0{}0.'00 in the aggregate, Tnay "be paid -without further -application to thp _

“Bankruptcy Court upon submission of monthiy invoices to the Debtor's counse! Majmk
& Sakin, P.A K Malnik & Salkin P.A. does not object to any lndlwdual invoice in wrrtlng ,

within 15 days of the date of such invoice, the Disbursing Agent shal! pay Jthe requested _
fees and- expenses o the requesting professional. #f an objectlon is lnterposed and not

~ resolved-then the requesting professmna! may make a motion to the Bankruptcy Court

seekmg approval of its fees and expenses

IX. Post Confirmation Manaqem:ent

After the Effective Date, the Debtor will no longer op.érate.
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X, Financial Information

The Debtor has filed Statements of Financial Affairs and Schedules of Assets
Liabilities with the ;'Bankniptcy Court as required by the Bankruptcy Code. As debtor-in-
possession, the Debtor has filed monthiy operating statements with the Bankruptcy
Court. This financial information has not been included in this _'Disclnsure Statement
because it contains no relevant information as to the nature and value of the remaining
assets and claimsthat is not provided in thJS Disclosure Statement “however the financial
information may be examined in the Office of the - Clerk of the United States Bankruptcy
Court in Fort Lauderdale, -Florida. .

Subsequent to "the'titing oftne Plan and Disclosure Statement, the Debtor advised

- the Gomm'rttee that"hoiders of certain claims that were scheduled as "unfiquidated”, but
had a- specrﬁc claim amount listed in the Schedules failed to file c}aims pnor to the bar
date. The Commrttee reviewed the Schedules and noted ‘that 80% of the claims in
excess of $1,GOD were erther.dlsputed or unliguidated, ineach instance with reSpect o
the unhqu:dated claims =& claim amount was fisted on the Schedules The holders of the
three Iargest unhqmdated claims- for whlch proofs of claim did not: appear on the cieums
register prior to the bar date prornptty refiled their claims:#

The Cemmlttee has requested the Debtortc amend its Schedulss to reﬂeet ‘the
-arnount -of -each claim in the amount ‘reﬂected in the Debtor's reconciled .beeks and
records. [f the Debtor does not amend jts échedulesor; or b_efore September 18, 1998,
‘the Committee will bring a-motion prior to the C_onﬁrmat_ion Date to allow these claims.

If these claims were allowed the 'anticipated 'distribution 1o the hoiders of allowed Class

4 All thres claimants wers membars or past members of the Committes.
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-4 Unsecured Claims would 'befzzé% 10 .26%’_ . Ifthese claims were disallowed in full, the

distribution to the remaining holders -of Class 3 Unsecured Claims would increase,

Xl.r Acceptance and 'Ccnﬁrmatioh

A Generally .
' -At the Confirmation Hearing, 'the Bankrupfcy Court will confirm the Plan only if all

of the requirements of Section “1129 of the Bankruptcy Code are met. Among the

'requtrements for confirmation of a plan are the Ptan is () accepted by all impaired

classes of Claims and lnterests or n‘ rejected by an'impaired ctass that the Pian "does 7

not dlscnmlnate unfairly™ and is “ia:r and equrtabie as to such class, (i) feasible, and

(iii} in the “best interests® of crediters and‘holders of interests impaired under the plan.

B, Accegtance

In order for the Plan to be ac'cepted byany ciaes it must be ‘accepted by creditors

'whc hoid at’least bwc—thlrds m de’!!ar amount cf The claims in such ciass as ”to whlch

votes are case, and who compnse more than one-half of the voting Creditors hoidmg

'clalms in such ciass Credrtore wheee clalms are nc’r impaired by the F’Ian may not voie,

1‘

as’ they are conclusrveiy presumed pursuant to the Bankruptcy Code, fo have accepted
. the Plan. Because the Plan does nct lmpalr holders of Class 1,2 and 3 Claims,

'acceptances wﬂ[ not be sciic:lted fr’om those hcldere of those claims.

Since the Plan provides that ’che holders of Class’ Equmj Interests are not entitled

~ to receive or retain any property under the Pian cn account of such inierests uniess and |

2

until Class 4 credltors have been §3a1d in: full wh|ch m this case is not an’tlcrpated to

; ""cccur Ciass 51 Is. nmpalred and is. deemed ‘[c have not accepted the Plan in acccrdance
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with ‘Section 1128(g) of the Bankruptcy Code. Acceptances will not, therefore, be
salicited from the holders of Class 5 Equity Interests.

Because Class 5 is deemed to have rejected the Plan pursuantto Section 1126(g)
ot the Bankruptcy Code, if Clasp -4 acpepts the Plan, the Debtor and the Committee will
seek confirmation of the Plan in éccordance wﬁh Section 1129(b) «of the Bankruptey

Code notwithstanding the deemed rejection by Class 5. To obtain such confirmation,

it must be demonstrated 1o the Bankruptey Court that the Plan *does not discriminate

unfairy® and is "fair and equitable” with respect to each d:ssentmg class.

Section 1129(a)(10) provides that Conﬁrmatuon ofa Plan cannot oceur uniess at least one

class that is 'lmpajred under the Plan votes *co -accept such Plan, ‘Since Class 4 is the

only impaired class which is verititled to vote onthe Plan, corfirmation of the Plan cannot

take place unless Class 4 accepts the Plan.

c Eeasibility

Asa condmon 1o corfirmation of the Plan Section 1129(a) (it) of the Bankmptc:y
Code requ:res that conﬁrma’uon ofthe Plan is not likelyto be followed by the liquidation
of ’;he.Debtor, unless such lqu|dat|on |s_'proposed'.in the plan. As the Plan proposes the
Debtoﬁs liquidation, the '.Debtor.-:and the Committee .believe'“that the Plan rheets this

"Tfeasibility" requlrement and the Debtor w:!l be able to make al payments requlred to be

made. pursuant to the Plan

I

D. *Best in’terests" 'Test

Gonﬁrmatlon of the Plan. a!so requ;res that each claimant-either (i) accept the Pian

- or {ii) recaive QOr retain under the Pian property of a va]ue as of the Effective Date of the

=
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Plan, that is not less thanthe value of such claimant wduid receive or retain if the Debior

were liguidated under Chapter 7 of :the‘Bénkruptcy Code.
To deterrnine what creditors and *hoiders of equity interests would receive if the

Debtor was liquidated under Chapter 7, the Bankruptoy Court must determine the doliar

-amount that would be generated from the fiquidation of the Debtor's assets and

properties in the context-of a Chapter 7 liquidation case. The Debtor and Committee

esfimate that -a liquidation of its inventory and other assets in Chapter 7 would have

resulted in a price substantially below the vaiue obtained in the saleto B.AR. Acquisﬁ:ion

Corporation. ‘Moreover, ‘if such -sale had been delayed; the Debtor wouid likely have
~arienced further operafing losses, thus eroding the value of the assets which

were sold.

‘Further, liguidation under Chapter 7 of the Bankruptcy Code requires the

’ '-appoinhnent of a frustee to administer the estate immediately upon .conversion of the

case. Such trusiee is entitied 1o a fee and 'norrnatly would be expected 1o retain
'professiqnais to -assistl'him or her. A chart showing tﬁe impact on :creditors"rf this case
were liquidated under Chapter 7 is attached as .Exhibitr‘“C“. _

-Acéordirigiy, the Debtor and the Committee believe that the ‘$aJe of the Debtor’s |
assets in Chapter 11 generated significantly greater proceeds than if the liquidation had-
occurred in Chapter 7 because it has maximized the vaiue of the estate and eiirn’inafed
the add'rﬁonaj layer of fees which” would 'néhnally accompany the appointment of a
Chapter 7 'trusteé. | _

As a resmt the Debtor -aﬁd thé Committee believe that comparing the value of
‘the distributions a&ailable through a forced .saler ,ﬁnd.er a Chapter 7 liguidation to the
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} valus-obtainabie underthe Plan satisfies ths "best interests of creg itors" Eéquiren'went of
Section 1129(a){7) of the Bankruptey Code. In the instant tase, the Plan provides fora

distribution to creditors which is not less than the amount The creditors would recejve

under Chapter 7.

E. Income Tax Conseqguences
‘The confirmation-and execution of 'ihe ‘Plan mayhave iaxcon_seguences”to'holders
- of Claims and Interests. The Debior and the Committee do not offer an opinion as 1o any
federal, state iocal or othertax consequences to holders of Claims.and interest.as aresult

of the confirmation of the Plan. ALL HOLDERS OF CLAIMS AND lNTEFIESTS ARE
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URGEDTO CONSULTTHEIR OWNTAX ADVISERS WITH RESPECT TOTHE FEDERAL, STATE,

LOCALAND FOREIGN TAX CONSEQUENCES OF THE PLAN. THIS DISCLOSURE STATEMENT

IS NOT INTENDED, AND SHOULD NOT BE CONSTRUED, AS LEGAL OR TAX ADVIGE TO ANY
CREDITOR.

Conclusion and Recommendation

The Debtor and the Committee urge all Class 4 Allowed Unsecured Claims to vote

‘to accept the Plan becauss it will provide an opportunity for creditors to receive & greater

distribution than 'théy would receive in a liquidation under Chapter 7 of the Bankruptcy

Code.

Dated: ﬁ?;glsfg__, 1998

Fort Lauderdale, Florida ‘BARON'S STORES, INC.

Bm/ﬂj-\/\m% & B
Normaplanson g P
President : -

" Dated: % % 1998

New York, New York

OFFICIAL UNSECURED CF{EDFI'ORS COMMITIEE
OF BARON’S STORES, INC,

Sanford,éianzroc /
Committee Mey
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Presented by:

MALNIK & SALKIN, P.A.

Counsel for Debtor-In-Possession
1776 N. Pine Isiand Road, Suite-15
Plantation, FL 33322

Telephone: (954) 423-4489
Facsimile} (954) 423-4479

By:

Sonya L/ 1Salkin, Ed&d.
oMﬂSa in, E&4

Fla. Bar\Wo. 604910
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KRONISH, LIEB, WEINER & HELLMAN LLP

Counsel for the Official Unsecured

Creditors Committee

1114 Avenue of the Americas
. 'New York, NY 10036—7798
Telephone: (212) 479-8000
Facsimile:

212) 47 9~ 27

._/La\mrencec Gottheb Esq.
Cathy Hershcopf, Esq,.
Eric Haber, Esq.

‘SCHANTZ, SCHA’TZMAN - AARONSON

‘& PERLMAN, P.A.

Local Counsel forthe Official Unsacureci

LCreditors Committee
First Union Financial Center
200 South Biscayne Boulevard
Suite 11050

- Miami, FL 33131—2394-{
Telephone: {305) 371-3100
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Meryl Lansor

7501 W C

yprésshead Dr.
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