UNI TED STATES BANKRUPTCY COURT
DI STRICT OF M NNESOTA
THI RD DI VI SI ON

In Re: CHAPTER 11
RCS Stores, Inc.,
f/k/la Red OM Stores,

Debt or . Bky. 3-92-3833

CORDER

This matter cane on for hearing on the 26th day of March
1993, on application of Fredrikson & Byron and W/ Iiam Kanpf for
final allowance of fees and expenses for services rendered and
costs incurred on behalf of the Debtor in connection with the
Chapter 11 case. The United States Trustee responded unfavorably
to the application. Appearances are noted in the record. The
Court, having heard argunent, reviewed the application and the file
general ly, and now being fully advised in the matter, makes this
ORDER pursuant to the Federal and Local Rul es of Bankruptcy
Pr ocedure.

This case was filed as an involuntary case under Chapter 7 on
June 11, 1992. It was thereafter converted to a case under Chapter
11 on July 10, 1992, and a plan was confirmed on February 22, 1993.
Total fees and expenses sought by Fredrikson & Byron and WIIliam
Kanpf, attorneys for Debtor in the case, exceed $124,000. The
United States Trustee does not support the application, apparently
because he feels that the fees are excessive. (FN1)

ROS Stores, Inc. ("Debtor") has been a client of Fredrikson &
Byron (F&B) since 1986, when F&B represented the present nanagenent
of the conpany in a |everaged buy-out. At the time of the
purchase, the company owned several |arge whol esal e warehouses and
scores of retail grocery stores in a five-state area. Over a
period of tinme, the assets of the conpany were sold to reduce the
debt incurred at the time of the purchase.

A large sale was acconplished in 1988 when Debtor's prinmary

war ehouse and correspondi ng busi ness were sold to Super Valu
pursuant to a conplicated purchase agreenent that resulted in a
series of escrows involving future contingencies. The |ast of these
escrows term nated during the course of the bankruptcy case.

Fromthe time of the sale through January 1993, F&B negoti at ed
various contingencies that affected the escrowed anounts, including
contingencies arising out of |eases that were assigned as a part of
the sale to Super Valu.



Debt or

The Debt or subsequently sold nost of its remaining retai
| ocations, and assigned the corresponding real estate |eases, to
various other parties. By md-1991, the Debtor's only renaining
operating stores were two in Mchigan. These stores remai ned open
because they were subject to union contracts with respect to which
there existed a substantial Milti-Enployer Pension Plan ( MEPPA)
underfunding liability.

In 1991, MEPPA liability was asserted agai nst the Debtor by
the Retail Enployees' Pension Fund (the Fund) in an anount of
approximately $6.0 mllion. Although the matter was initially
litigated, Debtor engaged in intensive negotiations, |leading to a
settlenent with the Fund. (FN2) Under the settl enent agreenent,

granted a security interest to the Fund in all of the Debtor's
assets in return for the Fund agreeing to reduce the anount it
woul d accept to $2.3 million, and to accept paynments over a period
of time. The agreenent was reached in June 1991

At that tinme, the nmenbers of the Creditors Conmittee
(Committee) were individually engaged in various stages of
l[itigation with the Debtor. They did not becone aware of the

perfection of the Fund's security agreenent until nore than 90 days

had passed. Upon learning of the settlenent, they filed an

i nvol untary bankruptcy petition under Chapter 7, which was
subsequently converted by the Debtor to a case under Chapter 11
Debtor's counsel was active in nunmerous matters since the initial
filing.

During the course of this case, Debtor's counsel was required
to deal with a nunber of |eases that Debtor had previously
attenpted to assign to Super Valu in the sale. Debtor had
substanti al exposure under the |eases, and a significant anount of
time was spent successfully protecting the estate from potenti al
liability resulting fromthem

The Debtor had a potential liability of approximtely $200, 000
arising fromclains under a union contract in North Dakota. This
potential liability was settled, as part of the plan of
reorgani zation, for $32, 000.

Additionally, the Debtor had liabilities arising out of the
same North Dakota uni on contract involving health benefits for
pension retirees, which had to be reconciled with Section 1114 of
t he Bankruptcy Code. All of these matters were handl ed under
counsel 's invoi ce heading "CGeneral Case Administration,” which
totalled no nore than $30, 000.

Two novel |egal issues were raised and litigated regardi ng two
of the leases. Additionally, counsel for the Debtor preserved
certain assets of the Debtor, including a note from Market own
Foods, a marginally solvent grocery store in Mankato, M nnesota.

As a result, fromonly $4,000 in attorneys' fees, the estate wll
gai n $100, 000 payabl e from Fai rway Foods, a highly sol vent

whol esal e grocer, whose liability for the note had not been
previously established. Finally, litigation against Seal &
Schirmer, wll result in an imedi ate paynent of $10,000 to the
estate, and future paynents totalling $30, 000.

In light of: the conplexity of the matter and the nature of



services rendered; the initial hostility of the Creditor's
Committee; (FN3) and, the fact that confirmati on was achi eved through

consensual plan, w thout dissent, the fees and expenses are
reasonable. Additionally, M. Kanpf denonstrated a hi gh degree of
pr of essi onal i sm and exceptional ability in appropriately and
effectively dealing with nyriad problens in the context of this
reorgani zati on. Hi s professional expertise, effort and
contribution resulted in nmaxim zing the return to the estate and
its creditors.

Accordingly, notwi thstanding the U S. Trustee's | ack of
support, the application should be allowed in its entirety.
Therefore, it is hereby ORDERED: the Suppl emental Application for
Fi nal Al |l owance of Fees and Expenses for Attorneys for Debtor by
Fredri kson & Byron is allowed in the total anount of $41,597.76.

Dated: March 31, 1993. By The Court:

DENNIS. D. O BRI EN
U S. BANKRUPTCY JUDGE

(FN1) The attorney for the Trustee recites in his response to the
application:Gven the fact that it is a 100 percent plan, the U S
Trustee does not believe it is appropriate to object to the
application for allowance of fees and expenses sought. Conversely,
the case was commenced by the filing of an involuntary petition
and releif was ordered on July 9, 1992. The reorgani zati on pl an
was confirmed | ess than nine nonths later on February 22, 1993.
The total fees and expenses sought by counsel to the Debtor exceed
$124,000. 00. Gven the large ambunt of fees over the relatively
short duration of the case, the U S. Trustee does not feel that

he can fully support the application. [The] United States Trustee
does not take a position on the application...

(FN2) The settlenment was | ater approved by the bankruptcy court,
both as part of the cash collateral agreenent and |ater as part of
t he plan of reorganization

(FN3) Apparently, the Comrittee nenbers, who had been in various
stages of litigation with the Debtor prior to the bankruptcy
filing, were displeased that they did not |learn of the settlenent
with the Fund until after the 90 day preference period had run.
They considered the Debtor's failure to informthemearlier of the
settlenent to be bad-faith dealing. The Conmittee was not in a
cooperative nood early in the case.



