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FIRST AMENDED DISCLOSURE STATEMENT, DATED AUGUST 1, 2003
SOLICITATION OF VOTES
WITH RESPECT TO THE
FIRST AMENDED JOINT PLAN OF REORGANIZATION
OF
BURLINGTON INDUSTRIES, INC. AND ITS DEBTOR SUBSIDIARIES

THE BOARDS OF DIRECTORS OF BURLINGTON INDUSTRIES, INC. (“BURLINGTON") AND
EACH OF THE DIRECT AND INDIRECT DEBTOR SUBSIDIARIES OF BURLINGTON LISTED ON
EXHIBIT I (COLLECTIVELY WITH BURLINGTON, THE “BEBTORS”) BELIEVE, AS OF THE DATE
HEREOF, THAT THE FIRST AMENDED JOINT PLAN OF REORGANIZATION OF BURLINGTON
AND ITS DEBTOR SUBSIDIARIES, DATED AUGUST 1, 2003 AND ATTACHED AS EXHIBIT II (THE
“PLAN™, IS IN THE BEST INTERESTS OF THEIR RESPECTIVE ESTATES AND CREDITORS, AND
ALL CREDITORS ENTITLED TG VOTE THEREON ARE URGED TO VOTE IN FAVOR OF THE
PLAN. A SUMMARY OF THE VOTING INSTRUCTIONS ARE SET FORTH AT PAGE 64 OF THIS
DISCLOSURE STATEMENT. MORE DETAILED INSTRUCTIONS ARE CONTAINED ON THE
BALLOTS DISTRIBUTED TO CREDITORS ENTITLED TO VOTE ON THE PLAN. TO BE COUNTED,
YOUR BALLOT MUST BE DULY COMPLETED, EXECUTED AND RECEIVED BY 5:00 P.M.,
EASTERN TIME, ON , 2003 OR SUCH OTHER DATE IDENTIFIED ON YOUR BALLOT
{THE “VOTING DEADLINE™), UNLESS EXTENDED.

THE CONFIRMATION AND EFFECTIVENESS OF THE PROPOSED PLAN ARE SUBJECT TO
MATERIAL CONDITIONS PRECEDENT, SOME OF WHICH MAY NOT BE SATISFIED. SEE
“QOVERVIEW OF THE PLAN — CONDITIONS TO CONFIRMATION AND THE EFFECTIVE DATE OF
THE PLAN” AND “VOTING AND CONFIRMATION OF THE PLAN — ACCEPTANCE OR
CRAMDOWN.” THERE IS NO ASSURANCE THAT THESE CONDITIONS WILL BE SATISFIED OR
WAIVED.

No person is authorized by any of the Debtors in connection with the Plan or the solicitation of acceptances
of the Plan to give any information or to make any representation other than as contained in this Disclosure
Statement and the exhibits and schedules attached hereto or incorporated by reference or referred to herein, and, if
given or made, such information or representation may not be relied upon as having been authorized by any of the
Debtors. Although the Debtors will make available to creditors entitled to vote on acceptance of the Plan such
additional information as may be required by applicable law prior to the Voting Deadline, the delivery of this
Disclosure Statement will not under any circumstances imply that the information herein is correct as of any time
subsequent to the date hereof.

ALL CREDITORS ARE ENCOURAGED TO READ AND CAREFULLY CONSIDER THIS
ENTIRE DISCLOSURE STATEMENT, INCLUDING THE PLAN ATTACHED AS EXHIBIT II AND THE
MATTERS DESCRIBED UNDER “RISK FACTORS,” PRIOR TO SUBMFITTING BALLOTS PURSUANT
TO THIS SOLICITATION.

The summaries of the Plan and the other documents contained in this Disclosure Statement are qualified by
reference to the Plan itself, the exhibits thereto and documents described therein as being filed prior to approval of
the Disclosure Statement

The information contained in this Disclosure Statement, including the information regarding the history,
businesses and operations of the Debtors and the historical and projected financial information regarding the Debtors
and the liquidation analysis regarding the Debtors, is included for purposes of soliciting acceptances of the Plan, but,
as to contested matters and adversary proceedings, is not to be construed as admissions or stipulations, but rather as
statements made in settlenent negotiations.
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FORWARD-LOOKING STATEMENTS

THIS DISCLOSURE STATEMENT CONTAINS FORWARD-LOOKING STATEMENTS BASED
PRIMARILY ON THE CURRENT EXPECTATIONS OF THE DEBTORS AND PROJECTIONS ABOUT
FUTURE EVENTS AND FINANCIAL TRENDS AFFECTING THE FINANCIAL CONDITION OF THE
DEBTORS’ OR THE REORGANIZED DEBTORS’ BUSINESSES., THE WORDS “BELIEVE,” “MAY,”
“ESTIMATE,” “CONTINUE,” “ANTICIPATE,” “INTEND,” “EXPECT” AND SEIMILAR EXPRESSIONS
IDENTIFY THESE FORWARD-LOOKING STATEMENTS, THESE FORWARD-LOGOKING
STATEMENTS ARE SUBJECT TO A NUMBER OF RISKS, UNCERTAINTIES AND ASSUMPTIONS,
INCLUDING THOSE DESCRIBED BELOW UNDER THE CAPTION “RISK FACTORS.” IN LIGHT OF
THESE RISKS AND UNCERTAINTIES, THE FORWARD-LOOKING EVENTS AND CIRCUMSTANCES
DISCUSSED IN THIS DISCLOSURE STATEMENT MAY NOT OCCUR, AND ACTUAL RESULTS
COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED IN THE FORWARD-LOOKING
STATEMENTS. NEITHER THE DEBTORS NOR THE REORGANIZED DEBTORS UNDERTAKE ANY
OBLIGATION TO UPDATE OR REVISE PUBLICLY ANY FORWARD-LOOKING STATEMENTS,
WHETHER AS A RESULT OF NEW INFORMATION, FUTURE EVENTS OR OTHERWISE
FOLLOWING THE APPROVAL OF THIS DISCLOSURE STATEMENT BY THE BANKRUPTCY
COURT.

THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED OR DISAPPROVED BY THE
U.S. SECURITIES AND EXCHANGE COMMISSION (THE “SEC”) OR ANY STOCK EXCHANGE, NOR
HAS THE SEC OR ANY STOCK EXCHANGE PASSED UPON THE ACCURACY OR ADEQUACY OF
THE STATEMENTS CONTAINED HEREIN.

All capitalized terms in this Disclosure Statement not otherwise defined herein have the meanings
given to them in the Plan.

THIS 1S NOT A SOLICITATION OF ACCEPTANCES OR REJECTIONS OF THE PLAN.
ACCEPTANCES OR REJECTIONS MAY NOT BE SOLICITED UNTIL A DISCLOSURE STATEMENT
HAS BEEN APPROVED BY THE BANKRUPTCY COURT. THIS DISCLOSURE STATEMENT HAS
NOT BEEN APPROVED BY THE BANKRUPTCY COURT.
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INTRODUCTION

The Debtors are seeking approval of the Plan, a copy of which is attached hereto as Exhibit 11. This
Disclosure Statement is submitted by the Debtors in connection with the solicitation of acceptances of the Plan.

The Debtors filed the original Plan and the related Disclosure Statement on February 11, 2003, The
original Plan contemplated, among other things, the sale of all of the capital stock of Burlington and the distribution
of the resulting sale proceeds to the Debtors’ creditors. The sale process incorporated into the original Plan was
based upon a proposed transaction with Berkshire Hathaway Inc. (“Berkshire”} and certain refated bidding
procedures under which Berkshire would act as a stalking horse bidder and be entitled to certain bid protections,
including the payment of a termination fee under certain circumstances. On February 28, 2003, Berkshire
terminated its purchase agreement (the “Berkshire Agreement™) with Burlington after the Bankruptcy Coust denied
the Debtors’ request to approve the termination fee. To preserve the value of the efforts leading up to the signing of
the Berkshire Agreement and the {iling of the original Plan, on March 5, 2003, the Debtors proposed and the
Bankruptcy Court approved modified bidding procedures that contemplate a longer markeling, due diligence and
sale process. On April 4, 2003, the Bankruptcy Court approved by consent order certain additional modifications to
the bidding procedures agreed to by the Debtors, the Creditors’ Committee and the Prepetition Lenders (the
“Modified Bidding Procedures™).

In order to achieve the greatest value for the Debtors’ Estates and thereby maximize the recovery to the
Debtors’ creditors, the Modified Bidding Procedures contemplated the sale (the “Sale™) of substantially all of the
Deblors’ current business operations (the “Business™) to a prospective buyer or buyers in one of three possible
forms:

» the sale by Burlington of all of its new common stock (the “New Common Stock™) to a single buyer (a
“Stock Transaction™);

e the sale by Burlington of substantially all of the assets of the Business to a single buyer (a “Whole
Company Asset Fransaction”); or

« the sale by Burlington of substantially all of its assets in a series of concurrent transactions to more
than one buyer (a “Partial Asset Transaction”).

As part of the Modified Bidding Procedures, the Debtors provided a form purchase agreement (the “Form Purchase
Agreement”) to Qualified Bidders (as defined below under “Overview of the Plan — The WLR Transaction™) under
which the Sale would occur pursuant to one or more executed purchase agreements in the form of the Form
Purchase Agreement entered into between Burlington and a buyer or buyers either prior to, if Burlington selected a
“stalking horse bidder” or an “opening bidder,” or after the completion of an auction (the “Auction”), which was
held on July 28, 2003.

After reviewing the Qualified Bids (as defined below under “Operations During the Reorganization Cases
— The WLR Transaction ~— The Modified Bidding Procedures™) and in consultation with its advisors and the
Creditors’ Committee’s and the Prepetition Lenders’ financial advisors, Burlington identified the Qualified Bid
submitted by WL Ross & Co. LLC (“HWL Ross”) as the bid representing the best value for the Debtors’ property and
designated it as the Opening Bid (as defined below under “Operations During the Reorganization Cases — The
WLR Transaction — The Modified Bidding Procedures”). Prior to the Auction, Burlington entered into a purchase
apreement with the Buyer (as defined below), pursuant to which the Buyer agreed to purchase substantially all of
Burlington's assets in exchange for $608 million (the “Purchase Agreement”). After the Auction, Burlington
amended the Purchase Agreement with the Buyer (as amended pursuant to a letter agreement between Burlington
and the Buyer, the “WLR Purchase Agreement”), pursuant to which the Buyer agreed to purchase substantially all
of Burlington’s assets {or, subject to certain imitations including Burlington's agreement to the documentation
therefore, all of the New Common Stock may be purchased by the Buyer in lieu of the Purchased Assets) (the “WLR
Transaction”) in exchange for a net amount to Burlington of $614 million, subject to certain adjustments (the
“Purchase Price”). The Qualified Bid submitted by WL Ross also contemplated the subsequent sale by the Buyer
of Burlington’s business of marketing and manufacturing tufted, synthetic carpet for commercial uses, including

CLE-1106660vi0
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broadloom carpet, carpet tiles and six-foot vinyl-backed carpet (the “Lees Business™) to Mohawk Industries, Inc.
(“Mohawk”) after the consummation of the WLR Transaction. As used herein, “Buyer” means, individually and
collectively, as applicable, WLR Recovery Fund 11 L P. (“WLR™), an affiliate of WL Ross, a new entity formed by
WLR for purposes of the transaction, together with Mohawk or any designee, assign or purchaser in conjunction
with a concurrent or subsequent sale of the Lees Business (unless the context indicates otherwise).

On July 28, 2003, as contemplated by the Modified Bidding Procedures, the Auction was held in which the
WL Ross proposal served as the Opening Bid. At the Auction, WL Ross increased its bid to a net amount to
Burlington of $614 million and ultimately was selected as the Successful Bidder (as defined below under
“Operations during the Reorganization Cases — The WLR Transaction — The Modified Bidding Procedures™) as a
result of its increased bid The WLR Purchase Agreement was amended to reflect the increase in the gross purchase
price. A copy of the WLR Purchase Agreement, as amended after the Auction, is attached hereto as Exhibit V. See
“Operations During the Reorganization Cases — The WLR Transaction —- The Modified Bidding Procedures” and
“— The WLR Purchase Agreement”

The confirmation of a plan of reorganization, which is the vehicle for satisfying the rights of holders of
claims against and equity interests in a debtor, is the overriding purpose of a chapter 11 case. The primary
objectives of the Plan are to:

e implement the (ransactions contemplated by the WLR Purchase Agreement and distribute the proceeds
therefrom to the Debtors’ creditors;

s maximize the value of the ultimate recoveries to all creditor groups on a fair and equitable basis; and

» settle, compromise or otherwise dispose of certain claims and interests on terms that the Debtors
believe to be fair and reasonable and in the best interests of their respective Estates and creditors.

The Plan provides for, among other things:

s the establishment of the BII Distribution Trust to hold, among other things, the net proceeds of the
WLR Transaction, the Excluded Assets and the funds in the Burlington Fabrics Irrevocable Trust;

o the sale and transfer of the Purchased Assets (as defined below under “Operations During the
Reorganization Cases — The WLR Transaction — The WLR Purchase Agreement”) in exchange for
the Purchase Price, subject to adjustment for working capital and the underfunding of Burlington’s
Retirement Sysiem, and the assumption and satisfaction in full by the Buyer or the Reorganized
Purchased Debtors, as applicable, of all the Assumed Liabilities (as defined below under “— Assumed
Liabilities™);

« the cancellation of certain indebledness in exchange for cash;
e the cancellation of the Old Commeon Stock, the Old Nonvoting Common Stock and the Old Subsidiary
Equity Interests, including any option or any associated share purchase right relating to such stock or

interests; and

o the assumption, assumption and assignment or rejection of Executory Contracts or Unexpired Leases
to which any Debtor is a panty.

See “Overview of the Plan — Summary of Classes and Treatment of Claims and Interests.”
Notice to Holders of Claims and Equity Interests

By an order of the Bankruptcy Court dated , 2003, this Disclosure Statement has been
approved as containing “adequate information” for creditors and equity holders in accordance with

section 1125 of the Bankruptcy Code. The Bankruptey Code defines “adequate information™ as “information of a
kind, and in sufficient detail, as far as is reasonably practicable in light of the nature and the history of the debtor
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and the condition of the debtor’s books and records, that would enable a hypothetical reasonable investor typical of
holders of claims or interests of the relevant class to make an informed judgment about the plan . .. .7 11 US.C.

§ 1125(a)(1).

THE DEBTORS’ BOARDS OF DIRECTORS BELIEVE THAT THE PLAN IS IN THE BEST
INTERESTS OF THE DEBTORS’ RESPECTIVE ESTATES AND CREDITORS. ALL PARTIES
ENTITLED TO VOTE ARE URGED TO VOTE IN FAYOR OF THE PLAN BY NO LATER THAN THE
VOTING DEADLINE.

Pursuant to the Bankruptcy Code, only classes of claims against or equity interests in a debtor that are
“impaired” under the terms of the Plan are entitled to vote to accept or reject the Plan. A class is “impaired” if the
legal, equitable or contractual rights attaching to the claims or interests of that class are modified, other than by
curing defaults and reinstating maturity Classes of Claims and Interests that are not impaired are not entitled to
vote on the Plan and are conclusively presumed to have accepted the Plan. In addition, Classes of Claims and
Interests that receive no distributions under the Plan are not entitled to vote on the Plan and are deemed to have
rejected the Plan unless such Class otherwise indicates acceptance. The classification of Claims and Interests is
summarized, together with an indication of whether each Class of Claims or Interests is impaired or unimpaired, in
“Overview of the Plan — Summary of Classes and Treatment of Claims and Interests.”

The requirements for Confirmation, including the vote of creditors to accept the Plan and certain of the
statutory findings that must be made by the Bankruptcy Court, are set forth in “Voting and Confirmation of the
Plan.” Confirmation of the Plan and the occurrence of the Effective Date are subject to a number of significant
conditions, which are summarized in “Overview of the Plan -~ Conditions to Confirmation and the Effective Date
of the Plan” There is no assurance that these conditions will be satisfied or waived.

OVERVIEW OF THE PLAN

Introduction

The following is a brief overview of certain material provisions of the Plan. This overview is qualified in
its entirety by reference to the provisions of the Plan, which is attached hereto as Exhibit 11, and the exhibits thereto,
as amended from time {0 time, which are or will be available for inspection at the Document Website. See
“Additional Information.” For a description of certain other significant terms and provisions of the Plan, see
“General Information Concerning the Plan” and “Distributions Under the Plan”

The Debtors filed the original Plan and the refated Disclosure Statement on February 11, 2003. The
original Plan contemplated, among other things, the sale of all of the capital stock of Burlington and the distribution
of the resulting sale proceeds to the Debtors’ creditors. The sale process incorporated into the original Plan was
based upon a proposed transaction with Berkshire. On February 28, 2003, Berkshire terminated the Berkshire
Agreement with Burlington afier the Bankruptcy Court denied the Debtors’ request to approve the termination fee.

To preserve the value of the efforts leading up to the signing of the Berkshire Agreement and the filing of
the original Plan, on March 5, 2003, the Debtors proposed and the Bankruptcy Court approved modified bidding
procedures that contemplate a longer marketing, due diligence and sale process. On April 4, 2003, the Bankruptey
Court approved by consent order the Modified Bidding Procedures, which incorporate certain additional
modifications 1o the bidding procedures agreed to by the Debtors, the Creditors’ Committee and the Prepetition
Lenders. Under the Modified Bidding Procedures, a “Qualified Bidder” is a potential purchaser who delivered to
Burlington (a) an executed confidentiality agreement in form and substance satisfactory to Burlington and (b) the
potential purchaser’s most current audited and latest unaudited financial statements (or such other form of financial
disclosure as is acceptable to Burlington) and whom Burlington determined is reasonably able to consummate a Sale
if selected by Burlington. Qualified Bidders were required to submit bids to Burlington by 4:00 p.m. on July 18,
2003 (the “Bid Deadiine”). Fach Qualified Bid was required to meet certain requirements of the Modified Bidding
Procedures. Only Qualified Bidders who had submitted a Qualified Bid were eligible to participate in the Auction
Burlington, in consultation with its advisors and the Creditors’ Commitiee’s and the Prepetition Lenders” financial
advisors, reviewed each Qualified Bid. See “Operations During the Reorganization Cases — The WLR Transaction
«- The Medified Bidding Procedures ™
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Prior to the Auction and afier compietion of the marketing and due diligence process, Burlington entered
into the WLR Purchase Agreement. See “Operations During the Reorganization Cases—The WLR Transaction—
The Marketing Process and Auction”

On July 28, 2003, Burlington held the Auction. Representatives of Burlington, the Creditors” Commiittee,
the Prepetition Lenders, WL Ross and two other Qualified Bidders attended the Auction. To commence the
Auction, Burlington’s Investment Bankers asked for an initial bid of $617.08 million. One of the Qualified Bidders
submitted such a bid, which would have resulted in a net amount to Burlington of $611 million, and WLR, in turn,
submitted a bid of a net amount to Burlington of $614 million. The Qualified Bidder submitting the initial bid at the
Auction then requested time to consult with its advisors regarding the submission of further bids. This Qualified
Bidder did indicate a further bid, which after review was found to contain a number of contingencies and financing
conditions relating to changes both in Burlington's and the Quatified Bidder’s financial performance, that
Burlington, and the advisors to its primary creditor constituencies, found unacceptable. Accordingly, after extensive
discussions with such Qualified Bidder and consultations with their advisors and the Creditors’ Committee’s and the
Prepetition Lenders’ advisors, Burlington selected the WL. Ross bid of a net amount to Burlington of $614 million as
the Successful Bid. Burlington presented the results of the Auction to the Bankruptcy Court at a hearing on July 31,
2003, at which Burlington requested the Bankruptcy Court to make certain findings regarding the Auction. The
Bankruptey Court indicated that it generally approved of the Auction and the WLR Purchase Agreement, but it had
two concerns: {a) that the announced purchase price of $620.08 million contemplated a credit to the Buyer for its
breakup fee, and (b) that the WLR Purchase Agreement contained additional triggers for the payment of a breakup
fee that were not included in the Modified Bidding Procedures. Or August 1, 2003, the Court entered an order
approving the Auction results and clarifying that the Purchase Price would be §614 million (with no reduction for
any breakup fee) and that no breakup fee would be paid to the Buyer under any circumstance. See “Operations
During the Reorganization Cases — The WLR Transaction — The Marketing Process and Auction.”

The WLR Transaction

The Plan, among other things, provides for the implementation of the WLR Transaction. The Purchase
Price paid by the Buyer will be subject to adjustment for variances in working capital and the underfunding of
Burlington’s Retirement System. Pursuant {o the Plan, all Assumed Liabilities will be assumed and satisfied in full
by the Buyer or the Reorganized Purchased Debtors, as applicable, All Excluded Liabilities (as defined below under
“.— Excluded Liabilities™) will be satisfied by the BII Distribution Trust. See “Operations During the
Reorganization Cases — The WLR Transaction — The WLR Puichase Agreement™

Assumed Liabilities

The WLR Purchase Agreement contemplates that the Assumed Liabilities will be assumed and satisfied in
full by the Buyer or the Reorganized Purchased Debtors, as applicable  “Assumed Liabilities” means the Habilities
of Burlington, contingent or otherwise, that are not discharged under the Plan and that are reflected on the March
2003 balance sheet of Burlington, in the amouns as they exist on the Closing. The Assumed Liabilities, as reflected
on the projected September 27, 2003 balance sheet, are expected o be approximately $90.0 million. However, the
final amount is necessarily dependent on a variety of factors and, as a result, the final amount of the Assumed
Liabilities could be greater than or less than this amount.

Excluded Liabilities

The Buyer or the Reorganized Purchased Debtors, as applicable, will only assume the Assumed Liabilities
and will not assume any other liabilities of Burlington, including, without limitation, liabilities relating to: (a)
guarantee obligations to Bank of America, N A under the IGP joint venture facility; (b) any unasserted obligations
under warranties and indemnitees in prepetition asset and business sale agreements, as well as certain postpetition
real estate and equipment sales agreements; (c) income taxes that are due or become due prior to the Closing, and
deferred income taxes; (d) unasseried potential indemnification obligations of directors and officers; (e) unasserted
claims to issuing bank under outstanding post-petition or assumed pre-petition letters of credit relating to Insuratex,
Lid. or other excluded liabilities; (f) fees and expenses of professionals in the Reorganization Cases that have been
incurred, but unbilled, as well as success fees payable in connection with the Reorganization Cases (see “-— Case
Administration and Related Activities — Retention of Professionals™); (g) unasserted claims under performance
bonds issued by Burlington or third parties to the extent they relate to the Excluded Assets; (h} payments due or that
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become due under the KERP (as defined below under *Operations During the Reorganization Cases — Case
Administration and Related Activities — Key Employee Retention Program™); (i) severance and insurance payments
due or that become due to individuals who are not Transferred Employees (as defined below under “Operations
During the Reorganization Cases — The WLR Transaction — Treatment of Pension and Benefit Plans and
Employees™); (j) accrued interest on Burlington’s bank debt; (k) restructuring reserves; (1) environmental liabilities
related to Excluded Assets; (m) statutory fees; and (n) except to the extent described under “Operations During the
Reorganization Cases — The WLR Transaction — Treatment of Pension and Benefit Plans and Employees,”
payments due or that become due under the 1999 SERP (as defined below under “Certain Prepetition Obligations —
Pension and Benefit Plans and Agreements,”) the Pre-1999 SERP (as defined below under “Certain Prepetition
Obligations — Pension Benefit Plans and Agreements”) and the Benefit Equalization Plan (collectively, together
with all lizbilities that are not Assumed Liabilities, including the Prepetition Bank claims, the 2002 7.25% Senior
Notes and the 2027 7.25% Senior Notes, the “Excluded Liabilities”). As of the date hereof, Burlington estimates
that the aggregate amount of all such Excluded Liabilities, will be approximately $805.0 million on the Effective
Date. The actual amount of the Excluded Liabilities is necessarily dependent on a variety of factors and, as a result,
the actual amount could be greater than or less than this amount.

Excluded Assets

The WLR Purchase Agreement contemplates that the assets of Burlington that were held for sale as of
March 29, 2003, but that are not actually sold as of the Closing, will be excluded from the WLR Transaction. Such
assets, together with those assets otherwise left with the Estates on the Effective Date pursuant to the terms of the
WLR Purchase Agreement or otherwise (together, the *Excluded Assets™), will be transferred to the BII Distribution
Trust at the Closing. As of the date hereof, Burlington estimates that such Excluded Assets will be approximately
$13 .4 million on the Fffective Date. The actual amount of the Excluded Assets is necessarily dependent on a variety
of factors and, as a result, the actual zmount could be greater than or less than this amount. See “Operations During
the Reorpanization Cases — The WLR Transaction.”

BIi Distribution Trust

The Plan provides for the establishment of a trust (the “BII Distribution Trust”) by the Distribution Trust
Representative to hold, among other things, (a) Excluded Assets, Excluded Balance Sheet Assets, Sale Proceeds,
Recovery Actions, Working Capital Amount Due (if and when due to the BII Distribution Trust) and any other cash,
assets or property that are to be held for and distributed to holders of Aliowed Claims under the Plan (other than
those Administrative Claims to be assumed by the Buyer or the Reorganized Purchased Debtors, as applicable, in
accordance with Sections 111 A 1.c and 111 A.1 d of the Plan); (b} the proceeds of the foregoing; and (¢) the funds in
the Burlington Fabrics Irrevocable Trust {collectively, the “Distribution Trust Assets”) pursuant to Section IVB .6
of the Plan. As of the date hereof, Burlington estimates that the Distribution Trust Assets will be approximately
$591 5 million on the Effective Date. The actuat amount of the Distribution Trust Assets is necessarily dependent
on a variety of factors and, as a result, the actual amount could be greater than or less than this amount

On the Effective Date, the Digtribution Trust Assets will be transferred to and vest in the BII Distribution
Trust. Except as otherwise provided in the Plan or the WLR Purchase Agreement, the BII Distribution Trust will be
responsible for resolving all Disputed Claims and for making distributions to holders of Allowed Claims (other than
the Assumed Liabilities). The formation documents for the BII Distribution Trust, together with the identity of the
Distribution Trust Representative, will be filed with the Plan Supplement See “General Information Concerning the
Plan — Means for lmplementation of the Plan — BIl Distribution Trust.”

Transfer of Burlington Fabries Irrevocable Trust

The Plan provides for (a) the liquidation of the Burlington Fabrics Irrevocable Trust; (b) the transfer of the
funds in the Burlington Fabrics Irrevocable Trust in the amount of approximately $13.7 million to the Bll
Distribution Trust, pursuant 1o Section [V.B.7 ¢ of the Plan; and (c) the distribution of such proceeds to creditors in
accordance with Article VI of the Plan. See “General Information Concerning the Plan — Means for
Implementation of the Plan — Transfer of Assets from the Burlington Fabrics Irrevocable Trust”
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General Infermation Concerning Treatment of Claims and Interests

The Plan provides that holders of Allowed Claims in certain Classes will be entitled to Distributions of cash
in respect of their Claims. The cash required to make these Distributions will be funded, in general, from the
Distribution Trust Assets. The Assumed Liabilities will be assumed and satisfied in fuil by the Buyer or the
Reorganized Purchased Debtors, as applicable. Shares of Burlington's Common Stock, par value 3.01 per share (the
“Old Conmon Stock™) and any option or any associated share purchase right relating to such common stock;
Burlington’s nonvoting common stock, par value § 01 per share (the “Old Nonvoting Commnion Stock™) and any
option or any associated share purchase right relating to such common stock; and the other Debtors’ common stock
and any option or any share purchase right relating to such common stock (collectively, the “Old Subsidiary Equity
Interests”) outstanding immediately prior to the Effective Date will be cancelled on the Effective Date, and holders
of those Interests will receive no Distributions under the Plan. See “ — Summary of Classes and Treatment of
Claims and Interests.”

For purposes of computations of Claim amounts, administrative and other expenses and similar
computational purposes, the Effective Date is assumed to occur on October 31, 2003, There is no assurance,
however, as to if or when the Effective Date will actually occur. Procedures for the distribution of cash pursuant to
the Plan, including matters that are expected to affect the timing of the receipt of distributions by holders of Claims
in certain Classes and that could affect the amount of Distributions ultimately received by such holders, are
described in “Distributions Under the Plan.”

The determination of the relative Distributions to be received under the Plan by the holders of Claims in
certain Classes was based upon, among other factors, estimates of the amounts of Allowed Claims in such Classes
and the relative priorities of such Allowed Claims. The estimates of the amounts of Allowed Claims in each Class
are set forth in * — Summary of Classes and Treatment of Claims and Interests " The Distributions to be received
by creditors in certain Classes could differ from these estimates if the estimates, despite the Debtors’ best efforts,
prove to be inaccurate,

The “cramdown” provisions of section 1129(b} of the Bankruptcy Code permit confirmation of a
chapter 11 plan in certain circumstances even if the plan is not accepted by all impaired classes of claims and
interests. See “Voting and Confirmation of the Plan — Acceptance or Cramdown ™ The Debtors have reserved the
right to request Confirmation pursuant to the cramdown provisions of the Bankruptcy Code and to amend the Plan if
any Class of Claims fails to accept the Plan. 1f such request were granted by the Bankruptcy Court, the dissenting
Classes may, in certain cases, receive alternative treatment under the Plan. For purposes of this Disclosure
Statement, however, it has been assumed that the Debtors will not be required to seek Confirmation under the
cramdown provisions of the Bankruptcy Code. Although the Debtors believe that, if necessary, the Plan could be
confirmed under the cramdown provisions of the Bankruptcy Code, there is no assurance that the requirements of
such provistons would be satisfied.

Summary of Classes and Treatment of Claims and Interests

If the Plan is confirmed by the Bankruptcy Court, and consummated, holders of Claims in Classes 1, 2, 3, 4
and 5 will receive Distributions of cash on account of their Allowed Claims. The proceeds from the WLR
Transaction, together with the other Distribution Trust Assets, wiil be used to fund the Distributions provided for
under the Plan except for Distributions on account of Assumed Liabilities, which will be assumed by the Buyer or
Reorganized Purchased Debtors, as appticable.

The classification of Claims and Interests, the estimated aggregate amount of Claims in each Class and the
amount and nature of distributions to holders of Claims or Interests in each Class are summarized in the table below.
In accordance with section 1123(a)(1) of the Bankruptcy Code, Administrative Claims and Priority Tax Claims have
not been classified. For a discussion of certain additional matters related to Administrative Claims and Priority Tax
Claims, see * — Information Regarding Assertion and Treatment of Administrative Claims and Priority Tax
Claims "

Because the Plan contemplates the substantive consolidation of all of the Debtors (see “General
Information Concerning the Plan — Substantive Consolidation™), the information set forth in the table below with
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respect to each Class of Claims is presented on a combined basis for all of the Debtors to which such information is
applicable.

Each “Estimated Aggregate Claims Amount” shown in the table below is based upon the Debtors’
preliminary review of Claims filed on or before the July 22, 2002 general Bar Date and the Debtors’ books and
records and may be substantially revised following the completion of a detailed analysis of the Claims filed. See
“Operations During the Reorganization Cases — Case Administration and Related Activities — Claims Process
and Bar Dates.” A number of Disputed Claims are expected to be material, and the total amount of all claims,
including Disputed Claims, may be materially in excess of the total amount of Allowed Claims assumed in the
development of the Plan. Further, the amount of any Disputed Claim that ultimately is Allowed by the
Bankruptcy Court may be significantly more or less than the estimated amount of such Claim. The actual
ultimate aggregate amount of Allowed Claims may differ significantly from the estimate set forth below,
Accordingly, the amount of the Pro Rata distributions of cash that ultimately will be received by a particular
holder of an Allowed Unsecured Claim in Class 4 may be adversely or favorably affected by the aggregate
amount of Claims ultimately allowed in such Class. Distributions of cash to holders of Allowed Unsecured
Claims in Class 4 will be made on an incremental basis until all Disputed Claims in such Class have been
resolved, See “Distributions Under the Plan — Disputed Claims; Reserve and Estimations.” Accordingly, no
representation can be or is being made with respect to whether the percentage recoveries shown in the table
below actually will be realized by a holder of an Allowed Unsecured Claim in Class 4.

Each amount designated in the table below as “Estimated Percentage Recovery” for each Class is the
quotient of the cash to be distributed to all holders of Allowed Claims in such Class, divided by the estimated
aggregate amount of Allowed Claims in such Class.

Class/Description Proposed Treatment

Class 1 Claims (Unsecured Priority Claims): Unimpaired; on the Effective Date, each holder of an
Allowed Claim in Class | will receive cash from the BII
Unsecured Claims against any Debtor that are entitled to Distribution Trust equal to the amount of such Allowed
priority under sections 507(a)(3), 507(a)(4), 507(a)(3) or | Claim.

507(a)(6) of the Bankruptcy Code.

Estimated Aggregate Claims Amount: $1.7-2.0 million | Estimated Percentage Recovery: 100%

Class 2 Claims (Other Secured Claims): Unimpaired; on the Effective Date, each holder of an
Allowed Claim in Class 2 wiil receive cash from the BII
Secured Claims against any Debtor that are not Distribution Trust equal to the amount of such Allowed

classified in Class 3, including (a) the Bank of America | Claim.
Claims for the Hedging Agreements, (b) secured
property Tax Claims and {c} secured mechanic’s lien
Claims,

Estimated Aggregate Claims Amount: $8.2-8.5 million | Estimated Percentage Recovery: 100%

Class 3 Claims (Prepetition Bank Claims): Impaired; on the Effective Date, each holder of an
Allowed Claim, consisting of principal and interest at

Secured Claims, consisting of principal and interest at the non-default rate, in Class 3 will receive cash from

the non-default rate, arising under the Debtors’ the BI1 Distribution Trust equal to the amount of such

Prepetition Credit Facility. This Class is being deemed | Allowed Claim arising under the Debtors’ Prepetition

impaired because the holders of Class 3 Claims have Credit Facility. The Prepetition Lenders have reserved

asserted a right to interest at the default rate under the the right to claim interest at the default rate under the

Debtors’ Prepetition Credit Facility Prepetition Credit Facility

Estimaled Aggregate Claims Amount: $379-382 Estimated Percentage Recovery: 100%

million
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Class/Description

Proposed Treatment

Class 4 Claims (General Unsecured Claims):

Unsecured Claims against any Debtor that are not
otherwise classified under the Plan.

Estimated Aggregate Claims Amount: $405-425
million

Impaired; on the Effective Date, each holder of an
Allowed Claim in Class 4 will recetve, in full
satisfaction of all of its Class 4 Claims, cash from the
Bl Distribution Trust in the amount of the holder’s
Pro Rata share of the Remaining Proceeds.

Estimated Percentage Recovery: 42%

Class 5 (Convenience Claims):

Unsecured Claims against any Debtor that otherwise
would be classified in Class 4, but with respect to each
such Claim either (a) the claim is equal to or less than
$1,500 or (b) the claim is reduced to §1,500 pursuant to
an election by such holder made on the ballot provided
for voting on the Plan by the Voting Deadline. For
purposes of treatment under Class 5, multiple Claims of

a holder against a particular Debtor arising in a series of

similar or related transactions between such Debtor and
the original holder of such claims will be treated as a
single Claim and no splitting of Claims will be
recognized for purposes of this Distribution.

Estimated Aggregate Claims Amount: $0.6-0.8 million

Impaired; on the Effective Date, each holder of an
Allowed Claim in Class 5 will receive cash from the BII
Distribution Trust equal to 45% of the amount of such
Claim in fuli satisfaction of such Allowed Claim (as
reduced, if applicable, pursuant to an election thereof),
subject to an aggregate cap of $350,000 to be distributed
to holders of Allowed Claims in Class 5

Estimated Percentage Recovery: 45%

Class 6 {Penalty Claims):

Unsecured Claims against the Debtors for any fine,
penalty or forfeiture, or for multiple, exemplary or
punitive damages, to the extent that such Claims are not
compensation for the Claim holder’s actual pecuniary
loss.

Estimated Apgregate Claims Amount: N/A

Impaired; no property will be distributed to or retained
by the holders of Allowed Claims in Class 6, and such
Claims will be discharged as of the Effective Date.

Estimated Percentage Recovery: 0%

Class 7 (Intercompany Claims):

Claims of Debtor against another Debtor that are not
Administrative Claims.

Estimated Aggregate Claims Amount: N/A

Impaired; no property will be distributed to or retained
by the Debtors on account of Claims in Class 7, and
such claims will be discharged as of the Effective Date.
Notwithstanding this treatment of Class 7 Claims, each
of the Debtors holding an Intercompany Claim in

Class 7 will be deemed to have accepted the Plan. See
also “General Information Concerning the Plan —
Means for Implementation of the Plan — Transfer of
Assets from the Burlington Fabrics lrrevocable Trust”
for a discussion of certain Intercompany Claims.

Estimated Percentage Recovery: 0%
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Class/Deseription Preposed Treatment

Class 8 (Equity Interests): Impaired; no property will be distributed to or retained
by the holders of Allowed Interests in Class &, and such
Interests on account of the Old Common Stock, the Old | Interests will be cancelled on the Effective Date.
Nonvoting Commen Stock and the Old Subsidiary
Equity Interests.

Estimated Aggregate Claims Amount: N/A Estimated Percentage Recovery: 0%

Information Regarding Assertion and Treatment of Administrative Claims and Priority Tax Claims
Administrative Claims

General. Except as specified in Section 11 A 1 of the Plan, and subject to the bar date provisions of the
Plan, unless otherwise agreed to by the holder of an Administrative Claim and the Distribution Trust Representative,
each holder of an Allowed Administrative Claim will receive in full satisfaction of its Administrative Claim cash
from the Bl] Distribution Trust equal to the Allowed amount of such Administrative Claim either (a) on the
Effective Date or (b) if the Administrative Claim is not allowed as of the Effective Date, 30 days after the date on
which an order allowing such Administrative Claim becomes a Final Order or a Stipulation of Amount and Nature
of Claim is executed by the Distribution Trust Representative and the holder of the Administrative Claim; provided,
however, that the Assumed Liabilities, including those Administrative Claims identified in Sections Iil.A.1.c and
1A 1.d of the Plan, will be assumed by the Buyer or the Reorganized Purchased Debtors, as applicable, and
satisfied as set forth in Sections I1l.A.1.c and 11LA.1.d of the Plan. The BII Distribution Trust will have no liability
for the Assumed Liabilities. Administrative Claims include Claims for costs and expenses of administration allowed
under sections 503(b), 507(b) or 1114(e)(2) of the Bankruptcy Code.

Section 503(b) of the Bankruptcy Code provides for payment of compensation or reimbursement of
expenses to creditors and other entities making a “substantial contribution” to a chapter 11 case and to the attorneys
for and other professional advisors to such entities. The amounts, if any, that such entities will seck or may seek for
such compensation or reimbursement are not known by the Debtors at this time. Requests for such compensation or
reimbursement must be approved by the Bankruptcy Court after notice and a hearing at which the Debtors or the
Distribution Trust Representative and other parties in interest may participate and, if appropriate, object to the
allowance of any such compensation or reimbursement.

Except as otherwise provided in Section 111.A.1 e i of the Plan, unless previously Filed, requests for
payment of Administrative Claims must be Filed and served on the Distribution Trust Representative, pursuant to
the procedures specified in the Confirmation Order and the notice of entry of the Confirmation Order, no fater than
15 days after the Effective Date. Holders of Administrative Claims that are required to file and serve a request for
payment of such Administrative Claims and that do not File and serve such a request by the applicable bar date will
be forever barred from asserting such Administrative Claims against the Debtors, Reorganized Debtors, Estates, BII
Distribution Trust, Distribution Trust Representative or their respective property, and such Administrative Claims
will be deemed discharged as of the Effective Date. Objections to such requests must be Filed and served on the
Distribution Trust Representative and the requesting party by the later of (a) 90 days after the Effective Date or
(b) 30 days after the Filing of the applicable request for payment of Administrative Claims.

Professionals or other entities asserting a Fee Claim for services rendered before the Effective Date must
File and serve on the Distribution Trust Representative, the Fee Auditor and such other entities who are designated
by the Bankruptcy Rules, the Confirmation Order, the Fee Order or other order of the Bankruptcy Court an
application for final allowance of such Fee Claim no later than 15 days after the Effective Date; provided, however,
that any professional who may receive compensation or reimbursement of expenses pursuant to the Ordinary Course
Professionals Order may continue to receive such compensation and reimbursement of expenses for services
rendered before the Effective Date, without further Bankruptcy Court review or approval, puisuant to the Ordinary
Course Professionals Order. Objections to any Fee Claim must be Filed and served on the parties who were served
with such application and the requesting party by the later of (a) 90 days after the Effective Date or (b) 30 days after
the Filing of the applicable request for payment of the Fee Claim. To the extent necessary, entry of the
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Confirmation Order will amend and supersede any previously entered order of the Bankruptcy Court, including the
Fee Order, regarding the payment of Fee Claims.

Holders of Assumed Liabilities, inciuding Administrative Trade Claims and Administrative Claims arising
from Assumed Contracts (including those contracts and leases of the kind described in Sections V.A and V.F of the
Plan), will not be required to File or serve any request for payment of such Administrative Claims. Such
Administrative Claims will be satisfied pursuant to Section I11.A 1.¢ of the Plan. Notwithstanding any other
provision in the Plan, after the Effective Date, the Reorganized Purchased Debtors or Buyer may File, settle,
compromise, withdraw or litigate to judgment objections to any Claims for which they have assumed liability under
the Plan or the WLR Purchase Agreement.

Claims Under the DIP Credit Agreement. Unless otherwise agreed by the DIP Lenders pursuant to the DIP
Credit Agreement, on or before the Effective Date, Allowed Administrative Claims under or evidenced by the IP
Credit Agreement will be paid in cash equal to the amount of such Allowed Administrative Claims by the Diebtors or
the Distribution Trust Representative. On or before the Effective Date, the Buyer or the Reorganized Purchased
Debtors, as applicable, will cause replacement letters of credit to be issued to each holder of (or, at the Buyer’s
election, if permitted by the DIP Lenders, secure back-to-back arrangements with respect to) the letter of credit
issued under the DIP Credit Agreement and Burlington’s outstanding surety bonds, in each case relating to the
Business, including any replacements thereof and any other letters of credit issued under the DIP Credit Agreement
and surety bonds arising in the ordinary course of the Business subsequent to the date of the WLR Purchase
Agreement; provided, however, that in no event will the Buyer be obligated fo obtain substitutions or secure any
such back-to-back arrangements to the extent such arrangements support obligations that are Excluded Liabilities.
Holders of Administrative Claims under or evidenced by the DIP Credit Agreement will not be required to File or
serve any request for payment of such Claims; provided, however, that holders of such Administrative Claims must
deliver to the Debtors or the Distribution Trust Representative, as applicable, a statement of the amount of the
Administrative Claim under or evidenced by the DIP Credit Agreement asserted by such holder no later than 15
days after the Effective Date.

Priority Tax Claims

Unless otherwise agreed by the holder of a Priority Tax Claim and the Distribution Trust Representative,
each holder of an Allowed Claim for Taxes entitled to priority of payment pursuant to section 507(a)(8) of the
Bankruptey Code (a “Priority Tax Claim™) will receive in full satisfaction of its Claim cash from the Bl
Distribution Trust equal to the Allowed amount of such Priority Tax Claim, without premium or penalty, either
(a) on the Effective Date or (b) if the Priority Tax Claim is not allowed as of the Effective Date, 30 days after the
date on which an order allowing such Priority Tax Claim becomes a Final Order or a Stipulation of Amount and
Nature of Claim is executed by the Distribution Trust Representative and the holder of the Priority Tax Claims. All
Allowed Priority Tax Claims will be satisfied in full as set forth in the Plan or as otherwise agreed upon by the
holders of such Claims and the Distribution Trust Representative. The Debtors estimate that the Priority Tax Claims
will aggregate approximately $5.0 million to $6.0 million as of the Effective Date. The actual amount of Priority
Tax Claims is necessarily dependent on a variety of faciors and, as a result, the actual amount could be greater than
or less than this amount  See “Risk Factors — Risk Regarding Worthless Security Deduction.”

Notwithstanding the provisions of Section 111.A 2.a of the Plan, the holder of an Allowed Priority Tax
Claim will not be entitled to receive any payment on account of any penalty arising with respect to or in connection
with the Allowed Priority Tax Claim Any such Claim or demand for any such penalty will be subject to treatment
in Class 6, and the holder of an Allowed Priority Tax Claim may not assess or attempt to collect such penalty from
the Debtors, Reorganized Debtors, Estates, Bl Distribution Trust, Distribution Trust Representative, Buyer or their
respective property.

Special Provisions Regarding Allowance and Payment of KERP Payments and Emergence Bonus

On and afler the Effective Date, the KERP Participants will receive a cash payment from the Bil
Distribution Trust in accordance with the terms of the KERP. On the earlier to occur of (a) 90 days after the
Effective Date and (b) termination for any reason of the particular KERP Participant's employment after the
Effective Date, KERP Participants will receive a cash payment as set forth on Exhibit [ILE to the Plan on account of
the substantial contribution that the KERP Participant made to the Debtors’ reorganization efforts and the
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development and negotiation of the Plan (the “Entergence Bonus”). See “Operations During the Reorganization
Cases — The WLR Transaction — The Marketing Process and Auction” for a description of the agreement certain
KERP Participants entered into regarding their Emergence Bonus in connection with the order approving the
Auction. The KERP Participants may also be eligible for the Retention Incentive Payment and severance benefits
pursuant to the Severance Plan. See “Operations During the Reorganization Cases — Case Administration and
Related Activities — Key Employee Retention Program”

The KERP Participants will not be required to File any type of request for payment of the Retention
Incentive Payment or the Emergence Bonus and, upon the occurrence of the Effective Date, the Retention Incentive
Payment or the Emergence Bonus will be immediately due and payable, in accordance with the terms of Exhibit
111 E to the Plan or the KERP, as applicable, to each KERP Participant and will constitute an Allowed
Administrative Claim to be paid under Section 1IL A 1.2 of the Plan.

The Debtors sought approval of such Emergence Bonus to such KERP Participants; however, in connection
with the KERP Orders (as defined below under “Operations During the Reorganization Cases — Case
Administration and Related Activities — Key Employee Retention Program™), the Debtors agreed to defer seeking
Bankruptey Court approval of such Emergence Bonus pursuant to the emergence bonus performance plan (the
“Emergence Bonus Performance Plan™) until the Plan confirmation process.

= Special Provisions Regarding the Treatment of Allowed Secondary Liability Claims

The classification and treatment of Allowed Claims under the Plan take into consideration all Allowed
Secondary Liability Claims. Secondary Liability Claims are Claims that arise from a Debtor being liable as a
guarantor of, or otherwise being jointly, severally or secondarily liable for, any contractual obligation of ancther
Debtor, including any Claim based on:

« guaranties of collection, payment or performance;
« indemnity bonds, obligations to indemnify or obligations to hold harmless;
s  performance bonds;

«  contingent liabilities arising out of contractual obligations or out of undertakings (including any
assignment or other transfer) with respect to leases, operating agreements or other similar obligations
made or given by a Debtor relating to the obligations or performance of another Debtor; or

»  any other joint or several liability that any Debtor may have in respect of any contractual obligation
that is the basis of a Claim

On the Effective Date, Allowed Secondary Liability Claims will be treated as follows: (a) the Allowed
Secondary Liability Claims arising from or related to any Debtor’s joint or several liability for the obligations under
any Executory Contract or Unexpired Lease that is being assumed or deemed assumed by another Debtor or under
any Executory Contract or Unexpired Lease that is being assumed by and assigned to another Debtor will be
Reinstated and (b) except as provided in clause (a) above, holders of all other Allowed Secondary Liability Claims
will be entitled to only one Distribution in respect of such underlying Allowed Claim and will be deemed satisfied in
full by the Distributions on account of the related underlying Allowed Claim. No multiple recovery on account of
any Aliowed Secondary Liability Claim will be provided or permitted.

Post-Consummation Operations

Pursuant to the Plan, the Purchased Assets, including the new equity interests issued by Burlington’s
Debtor subsidiaries (the “New Subsidiary Equity Interests”), or the New Common Stock, if applicable, will be sold
to the Buyer. Creditors of the Debtors will not receive or retain any equity interest in the Debtors, Reorganized
Debtors or the Buyer after the Closing of the WLR Transaction. The Buyer currently plans to retain and continue
the operations of Burlington and its Debtor and non-debtor subsidiaries (collectively, the “Burfington Companies”),
except that the Buyer intends to sell the Lees Business to Mohawk.
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Summary of Terms of Certain Securities to Be Issued Pursuant to the Plan

On the Effective Date, all of the Old Common Stock, Old Nonvoting Common Stock and Old Subsidiary
Equity Interests, including any option or any associated share purchase right relating to such stock or interests, will
be cancelled. All New Subsidiary Equity Interests will be issued either to the Buyer in accordance with the terms,
and subject to the conditions, of the WLR Purchase Agreement or to the BII Distribution Trust if not issued to the
Buyer. All shares of the New Common Stock will be issued to the BII Distribution Trust (unless Buyer purchases
the New Common Stock in lieu of the Purchased Assets). There will be no options of any kind outstanding with
respect to any equity interests in Burlington or the Burlington Subsidiary Debtors

Conditions to Confirmation and the Effective Date of the Plan

There are several conditions precedent to Confirmation and the Effective Date. Subject to applicable legal
requirements, the Debtors may waive any of these conditions upon the terms and subject to the conditions set forth
in Sections IX. A and IX.B of the Plan,

Conditions to Confirmation

The Bankruptey Court will not enter the Confirmation Order unless and until the following conditions have
been satisfied or duly waived pursuant to Section IX C of the Plan:

¢ the Plan and Confirmation Order shall be reasonably acceptable in form and substance to the Debtors
and the Buyer and will include an approval of the substantive consolidation of the Debtors as
contemplated by Article VIII of the Plan;

¢ the Plan shall not have been materially amended, altesed or modified from the Plan as Filed on
August 1, 2003, unless such material amendment, alteration or modification has been made in
accordance with Section XI11.C of the Plan; and

¢ all Exhibits to the Plan shall be in form and substance reasonably satisfactory: (a) to the Debtors, and
(b) to the extent such Exhibits affect the Buyer, the Reorganized Purchased Debtors or the WLR
Purchase Agreement, to the Buyer.

In addition to the foregoing conditions to Confirmation, there are a number of subsiantial confirmation
requirements under the Bankruptcy Code that must be satisfied for the Plan to be confirmed. See “Voting and
Confirmation of the Plan — Confirmation.”

Conditions to the Effective Dafe

The Effective Date will not occur and the Plan will not be consummated unless and until each of the
following conditions has been satisfied or duly waived pursuant to Section IX C of the Plan:

» the Bankruptcy Court shall have entered the Confirmation Order;

»  the Bankruptcy Court shall have entered an order (contemplated to be part of the Confirmation Order)
approving and authorizing the Debtors and Reorganized Debtors to take all actions necessary or
appropriate to implement the Plan, including completion of the transactions contemplated by the WLR
Purchase Agreement and the other transactions contemplated by the Plan and the implementation and
consurmmation of contracts, instruments, releases and other agreements or documents created in
connection with the Plan or the WLR Purchase Agreement,

» all conditions to the Closing under the WLR Purchase Agreement (other than effectiveness of the Plan)
shall have been satisfied or waived, and the Closing under the WLR Purchase Agreement shall occur
concurrently with the Effective Date of the Plan; and
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« the Plan and ail Exhibits to the Plan shall not have been materially amended, altered or modified from
the Plan as confirmed by the Confirmation Order, unless such material amendment, alteration or
modification has been made in accordance with Article V or Section XII1.C of the Plan.

Waiver of Conditions fo Confirmation or the Effective Date

The conditions to Confirmation set forth in Section 1X. A of the Plan and the conditions to the Effective
Date set forth in Section IX B of the Plan, other than the conditions set forth in Sections IX.B.1 and IX.B.3 of the
Plan, may be waived in whole or part by the Debtors at any time without an order of the Bankruptcy Court. The
failure 1o satisfy or waive a condition may be asserted by a Debtor regardless of the circumstances giving rise to the
failure of such condition to be satisfied (including any action or inaction by the Debtors).

Effect of Nonoccurrence of Conditions to the Effective Date

If each of the conditions to the Effective Date provided in the Plan is not satisfied or duly waived in
accordance with Section 1X.C of the Plan, then upon motion by the Debtors and upon notice to such parties in
interest as the Bankruptcy Court may direct, the Confirmation Order will be vacated by the Bankruptcy Court;
provided, however, that, notwithstanding the Filing of such motion, the Confirmation Order may not be vacated if
each of the conditions to the Effective Date is either satisfied or duly waived before the Bankruptcy Court enters an
order granting such motion. 1f the Confirmation Order is vacated pursuant to Section I1X.D of the Plan:

e the Plan will be null and veid in all respects, including with respect to: (a) the discharge of Claims and
termination of Interests pursuant to section 1141 of the Bankruptcy Code and (b) the assumptions,
assignments or rejections of Executory Contracts and Unexpired Leases pursuant to Sections V.A and
V.C of the Plan; and

e nothing contained in the Plan will: (a) constitute a waiver or release of any claims by or against, or
any Interest in, the Debtors or (b) prejudice in any manner the rights of the Debtors or any other party
in inferest.

Substantive Consolidation

Solely for purposes of implementing the Plan, the Confirmation of the Plan is conditioned on the approval
by the Bankruptcy Court of a substantive consolidation of the Debtors. The Debtors believe that the circumstances
involving the Debtors justify such an action, Pursuant to such substantive consolidation:

o all assets and Liabilities of the Debtors will be deemed merged,;

« all guarantees by one Debtor of the obligations of any other Debtor will be deemed eliminated so that
any Claim against any Debtor and any guarantee thereof executed by any other Debtor and any joint or
several liability of any of the Debtors will be deemed one obligation of the consolidated Debtors; and

e each and every Claim Filed or to be Filed in the Reorganization Case of any of the Debtors will be
deemed filed against the consolidated Debtors and will be deemed one Claim against and a single
obligation of the consolidated Debtors

Such substantive consolidation (other than for the purpose of implementing the Plan) will not affect:

e the legal and corporate structures of the Reorganized Debtors, subject to the right of the Debtors or
Reorganized Debtors to affect restructurings as provided in Section IV.B of the Plan;

»  pre- and post-Effective Date guarantees that are required to be maintained (a) in connection with
contracts or leases that were entered into during the Reorganization Cases or Executory Contracts and
Unexpired Leases that have been or will be assumed or (b) pursuant to the Plan; and
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«  the revesting of assets in the separate Reorganized Debtors, the BII Distribution Trust or the Buyer,
pursuant to Section IV A of the Plan.

See “General Information Concerning the Plan — Substantive Consolidation.”
Modification or Revocation of the Plan

Subject to the restrictions on modifications set forth in section 1127 of the Bankruptcy Code, the Debtors or
Reorganized Debtors, as applicable, reserve the right to alter, amend or modify the Plan and the Exhibits to the Plan
at any time before substantial consummation of the Plan. The Debtors also reserve the right to revoke or withdraw
the Plan as to any or all of the Debtors prior to the Confirmation Date. If the Debtors revoke or withdraw the Plan as
to any or all of the Debtors, or if Confirmation as to any or all of the Debtors does not occur, then, with respect to
such Debtors, the Plan will be null and void in all respects, and nothing contained in the Plan will:

+  constitute a waiver or release of any claims by or against, or any Interests in, such Debtors; or

e prejudice in any manner the rights of any Debtors or any other party.

BUSINESS OPERATIONS OF BURLINGTON

Founded in 1923, the Burlington Companies are one of the world’s largest and most diversified
manufacturers of softgoods for apparel and interior furnishings The Burlington Companies are leading developers,
marketers and manufacturers of fubrics and other textile products used in a wide variety of apparel and interior
furnishings end uses.

Burlington constitutes one of the world’s most diversified manufacturers of sofigoods for apparel and
interior furnishings. Burlington is organized in three industry segments: Apparel Fabrics, Interior Furnishings and
Carpets. Burlington manufactures and markets its products utilizing its well-recognized brand names, including
Burlington®, Lees®, Raeford® and Maxima®.

As of the Petition Date, the Burlington Companies operated 16 U S. manufacturing plants in three states
and three manufacturing plants, one garment assembly plant and one drapery sewing plant in Mexico. The
Burlington Companies also held a 50% interest in three joint ventures: one in India with one manufacturing plant,
Mafatlal Burlington Industries Limited; and two in Mexico, IGP-BGD, LP and Summit Yarn, LLC, each with one
manufacturing plant. They also held minority interests in a U.S. yarn manufacturing venture, Unifi Textured
Polyester, LLC, and a Japanese manufacturer and marketer of carpet, Mitsubishi Burlington Co., Ltd. Additionally,
the Burlington Companies owned a 51% interest in Nano-Tex, LL.C, a California limited liability company (“Nano-
Tex™) engaged in research activities directed to enhancing the performance characteristics of textile products. In
addition, through Debtor B.). Transportation, Inc_ (“B.L Transportation™), the Burlington Companies operated a
truck transportation system that serviced not only their product delivery needs, but also the needs of independent,
third-party customers of B.I. Transportation. As of the Petition Date, the Burlington Companies employed
approximately 13,700 persons, not including joint venture employees.

Despite their vertically integrated operations, diverse product lines, valuable brand names and strong
market presence, the Burlington Companies faced increasing financial stress since approximately late-1998. In
particular, the Burlington Companies were adversely affected by the weakness of the domestic textile industry over
the past several years, caused primarily by the flood of cheaper foreign-manufactured goods into the United States.
Despite various initiatives to counter the Burlington Companies’ financial stress, these industry-wide problems,
coupled with the financial pressure placed on the Burlington Companies through tighter financial covenants and
increased costs under the Prepetition Credit Facility and a softening U.S. economy, substantially diminished the
Burlington Companies’ liquidity, adversely impacted operations and undermined their ability to complete their
strategic business initiatives in the short term.

Further information regarding the business operations of, and other matters relating to, the Burlington

Companies, including historical consolidated financial statements and other financial information, is contained in
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Burlington’s Annual Report on Form 10-K for the year ended September 28, 2002 (the “Burlington 2002 Form
10-K7), Burlington's Quarterly Report on Form 10-Q for the quarter ended December 28, 2002 (the “Burlington
December 2002 Form 10-0”) and Burlington's Quarterly Report on Form 10-Q for the quarter ended March 29,
2003 (the “Burlington March 2003 Form 10-Q"), each attached hereio as Exhibit 1.

CERTAIN PREPETITION EVENTS
Overview

For nearly three years prior to the Petition Date, the Burlington Companies undertook specific, proactive
efforts designed to counter their deteriorating financial performance and credit facility pressures. The major
elements of these efforts are described below.

1999 Restructuring Initiative

In the quarter ended March 1999, Burlington’s management implemented a comprehensive reorganization
initiative primarily related to the apparel fabrics business (the “7999 Restructuring”). The major elements of the
1999 Restructuring included:

» consolidating certain operations to form the PerformanceWear and CasualWear Segments;
o eliminating certain operations from the Burlington Companies’ former sportswear segment;
e reducing apparel fabrics production capacity by approximately 25%;
o reducing overhead costs throughout the Burlington Companies;
» climinating seven plants through sale or shut-down; and
e terminating approximately 2,800 full-time employees.

2000 Restructuring Initiative

In the quarter ended September 2000, Burlington’s management implemented a plan desi gned to address
performance shortfalls as well as difficult market dynamics and to strengthen the Debtors’ future profitability and
financial flexibility (the “2000 Restructuring”). The major elements of the 2000 Restructuring inciuded:

» closing two plants (Johnson City, Tennessee and Mt. Olive, North Carolina in the apparel fabrics and
interior furnishings segments, respectively) and relocating some production to other, under-utilized
facilities;

» reducing operations at certain of the PerformanceWear Segment facilities;

¢ reducing the size of B 1 Transportation’s trucking fleet;

» closing one of B.1L Transportation’s trucking facilities;

o eliminaling approximately 2,500 jobs in the United States and 1,000 jobs in Mexico;
e exiting the PerformanceWear Segment’s garment-making business;

s eliminating certain unprofitable product lines;
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 exiting the Burlington House Floor Accents business by selling its tufted rug business and its Bacova®
printed mat business; and

»  devoting approximately $77.2 million in cash to net repayments of long- and short-term debt.
2001 Restructuring Initiative

In the quarter ended September 2001, Burlington’s management adopted a plan to further reduce capacities
and focus on value-added products in the global supply chain (the “2001 Restructuring”). Outside factors,
including a continuing flood of low-cost and often subsidized foreign imports and a slowdown in consumer
spending, hit the textile industry hard. Imports had grown rapidiy for years, but since 1999, the volume of imported
apparel grew at five times the rate of consumption, squeezing out U.S.-made products to the point that four out of
five garments sold in the U.S. were imported  The major elements of the 2001 Restructuring included:

» closing one plant in Mexico and moving its production to an underutilized facility, also in Mexico;

» reducing operations at its apparel fabrics facilities in Clarksville, Virginia and Stonewall, Mississippi;

e offering for sale and further reducing or realigning capacity by closing two plants in Mexico in the
December 2001 quarter and reducing operations at the Hurt, Virginia facility;

 eliminating unprofitable businesses by selling the former CasualWear segment’s garment-making
business in Aguascalientes, Mexico during the June 2002 quarter; and

eliminating approximately 600 jobs in the United States and 2,000 jobs in Mexico.
Renegotiation of Prepetition Credit Facility

Burlington is party to the secured Credit Agreement, dated as of September 30, 1988, as amended and
restated as of December 5, 2000 (as otherwise amended, the “Prepetition Credit Facility”), by and among
Burlington, as borrower, the lenders party thereto (collectively, the “Prepetition Lenders”), IPMorgan Chase Bank
(“JPMorgan Chase Bank), as administrative agent for the Prepetition Lenders, and Chase Manhattan Bank USA,
N.A., as the fronting bank. The Prepetition Credit Facility is a continuing amendment and restatement of a credit
facility originally established in 1988 and previously amended in 1995.

The exiension of the Prepetition Credit Facility, which was set to expire in March 2001, provided the
Debtors with additional liquidity initially but subjected Burlington to tighter financial ratios and covenants,
increased borrowing costs and the collateralization of substantially all of its domestic assets (other than accounts
receivable subject to the Trade Receivables Facility and certain limited properties). Beginning in April 2001,
Burlington initiated steps to address the possibility that its deteriorating financial performance would lead to
noncompliance with the ratios and covenants imposed under the Prepetition Credit Facility. Burlington undertook
an extensive search for appropriate legal and financial advisors to assist the Debtors with their restructuring efforts.
Discussions with JPMorgan Chase Bank, as administrative agent for the Prepetition Lenders, began in mid-summer
and continued diligently. Nevertheless, Burlington was not able to achieve an amendment or waiver of
noncompliance with the ratios and covenants under the Prepetition Credit Facility and Burlington became subject to
even tighter covenants and ratios as of September 29, 2001 (Burlington’s fiscal year-end). These restrictive
provisions, coupled with the competitive pressures and economic sfowdown in the United States described below,
ultimately imposed limitations on the Debtors’ liquidity and operational and financial flexibility.

Import-Related Competitive Pressures

Foreign-made fabrics, apparel and other textile products created intense competition for sales in the United
States. For many years, the Debtors faced ever-increasing pressures from imported goods in the home and apparel
textile markets. An array of highly competitive, non-domestic producers have the ability to manufacture textiles
with quality and speed roughly equivalent to that of domestic producers. These foreign competitors derive their
advantnges from several factors, including:
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» plentiful, inexpensive labor;
* lower non-labor operational costs;

o subsidies or other favorable treatment from the governments in their home countries, including less
burdensome regulation; and

+ low import prices resulting from depressed currencies, as with the financial crisis in Asia during the
mid-to-late 1990's and the weakness of the Euro during 2000,

This competition from foreign supply sources garnered the attention of the United States” government,
which, over the past 40 years, has endeavored to regulate certain imports through, for example, tariffs and trade
agreements that establish quotas on imports from lesser-developed countries that historically accounted for
significant shares of U.S. imports. Despite these efforts, however, imported textile products continued to dominate
the textile market. For example, imported apparel represented in excess of 85% of the United States market at the
end of 2000. Thus, import-related competition, coupled with global production over-capacity, severely reduced
pricing power and, as a result, drove profit margins down in the Debtors’ key product areas.

General Economic and Retail Downturn

In addition to foreign-based competitive pressures, many domestic department stores and retailers
experienced financial difficulties as a result of slower retail sales and other factors. This, in turn, prompied
inventory cutbacks and delays in new product roll-outs  In connection with the well-publicized economic slowdown
in the United States during the approximately twenty months preceding the Petition Date, the Debtors’ customers,
both commercial and consumer, reduced both the frequency and volume of their purchases of the Debtors’ goods.

In particular, during the seven months immediately preceding the Petition Date, the Debtors witnessed a decline in
customer activity.

Unfortunately, this softening trend in the retail sector and beyond was exacerbated by the terrorist attacks
on the United States on September 11, 2001, and the related, subsequent events and government warnings reported
regularly throughout the country’s media. Consumer and commercial confidence generally, which were
questionable even before September 11, were clearly negative in the months immediately following the terrorist
attacks. The retail channels became dramatically skeptical about restocking inventory absent strong evidence of
renewed consumer confidence. As a result, during the weeks preceding the Petition Date, forward orders for the
Debtors’ products reached their lowest point in then recent memory.

Collective Impact

The restructuring activities undertaken in 1999, 2000 and late 2001 were insufficient to counteract the
effects on the Debtors’ businesses of the weakness of the general economy and the retail industry. In addition,
foreign-made textile products created intense competition in the United States. The industry-wide problems coupled
with the financial pressures placed on the Debtors through tighter financial ratios and covenants and increased
borrowing costs under the Prepetition Credit Facility and a softening United States economy, substantially
diminished the Debtors’ liquidity, adversely impacted operations and undermined Burlington’s ability to implement
certain strategic business initiatives in the short term.

As a result, in late 2001, Burlington determined that the commencement of chapter 11 cases was necessary
to preserve the value of its businesses for all of its stakeholders. On November 15, 2001, Burlington and 24 of its
domestic subsidiaries filed voluntary petitions for reorganization under chapter 11 of the Bankruptey Code.
International operations, joint venture partnerships, B I. Funding, Inc. (“BIF”"), Nano-Tex and Burlington
Worldwide Limited were not included in the bankruptey filing.

New York Stock Exchange Delisting
On November 16, 2001, the New York Stock Exchange (the “NYSE™) suspended trading in the Old

Common Stock. The NYSE suspended the trading because Burlington announced that it and certain of its U.S
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subsidiaries filed voluntary petitions for reorganization under chapter 11 of the Bankruptcy Code and because the
price per share of the Old Common Stock fel below the NYSE’s continued listing requirements of a minimum per
share price of $1.00 over a 30-day trading period. On November 14, 2001, prior to the suspension of trading, the
Old Common Stock last traded at $0.75 per share. In addition, Burlington no longer satisfied the NYSE’s minimum
continued listing requirement of total market capitalization of at least $50.0 million and total stockholder’s equity of
at least $50.0 million. On December 31, 2001, the Old Common Stock was delisted from the NYSE. Shares of the
Old Common Stock are currently traded on the Over-The-Counter-Bulletin-Board under the symbol “BRLG ™

CERTAIN PREPETITION OBLIGATIONS
Prepetition Financings
Prepetition Credit Facility

On December 5, 2000, Burlington entered into the Prepetition Credit Facility, which amended and extended
an earlier unsecured revolving credit facility. The Prepetition Credit Facility consists of a 525 0 million secured
revolving credit facility that provides for the issuance of letters of credit by the fronting bank in an outstanding
aggregate face amount not to exceed $75.0 million and provides short-term overnight borrowings up to §30.0
million. Loans under the Prepetition Credit Facility bear interest at floating rates based on the Adjusted Eurodollar
Rate plus 3 25%. In addition, Burlington pays an annual commitment fee of 0.50% on the unused portion of the
facility. As of the Petition Date, outstanding obligations under the Prepetition Credit Facility aggregated
approximately $472 .1 million.

The Prepetition Credit Facility is guaranteed by substantially all of Burlington’s domestic subsidiaries and
is secured by first-priority liens on all of the capital stock of substantially all of Burlington’s domestic subsidiaries
(other than Nano-Tex) and on 65% of the capital stock of Burlington’s foreign subsidiaries. Burlington also granted
a first-priority security interest in substantially all of its unencumbered and future domestic assets and properties and
substantially all of the unencumbered and future domestic assets and properties of certain of Burlington’s domestic
subsidiaries.

Prior to the Petition Date, Burlington was not in compliance with certain financial covenants under the
Prepetition Credit Facility, during which time Burlington engaged in active discussions with its senior lenders to
obtain an amendment or waiver of such non-compliance. As a result of the circumstances confronting Burlington,
the Debtors filed the Reorganization Cases. As a result of the noncompliance with such financial covenants,
Burlington classified all of the Prepetition Credit Facility debt as current. The Bankruptcy Court approved the
payment of all interest and fees under the Prepetition Credit Facility incurred subsequent to November 13, 2001. In
addition, the Final DIP Financing Order required that 50% of the first §25 million of proceeds from sales of certain
assets be used to repay specified borrowings under the Prepetition Credit Facility. Burlington has applied
$12 5 million of asset sale proceeds to reduce borrowings under the Prepetition Credit Facility in full satisfaction of
this requirement. In addition, pursuant to the Third Amendment to the DIP Credit Agreement and a related order of
the Bankruptcy Court dated September 24, 2002, Burlington is required to use the proceeds of certain additional
sales of assets payable pursuant to the payment schedule set forth in the following sentence (the “Payment
Schedule”) to repay specified borrowings under the Prepetition Credit Facility and was required to make a further
cash payment of $33.7 million of principal amount on September 30, 2002 The Payment Schedule is as follows:

» the first $1.3 million of the proceeds would be paid to the Prepetition Lenders;
¢  the next $10 million of the proceeds would be retained by the Debtors; and

« the remaining $20 million of the proceeds would be divided equally between the Debtors and the
Prepetition Lenders.

The payment in the first bullet above was payment made on April 8, 2003. Additionally, pursuant to the Fourth
Amendment to the DIP Credit Agreement and a related order of the Bankruptey Court dated April 30, 2003,
Burlington was required to make a cash payment of $50.0 million to be applied towards the Prepetition Credit
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Facility and extend adequate protection to Bank of America, N A., in its capacity as issuer of certain interest rate
protection and foreign exchange agreements (the “Hedging Agreements™). This payment was made on May 2,
2003. See “Operations During the Reorganization Cases — First Day Relief - Debtor-in-Possession Liquidity.”

Trade Receivables Facility

In December 1997, Burlington and its nondebtor subsidiary BIF entered into a five-year, $225.0 million
trade receivables financing agreement (the “ Trade Receivables Facilify”) with Wachovia Bank, N.A. (“Wachovia™).
Capacity under the Trade Receivables Facility was tied to the amount of outstanding eligible trade accounts
receivable, up to $225 million. Loans under the Trade Receivables Facility bore interest, with terms up to 270 days,
at Wachovia’s commercial dealer rate plus 0.1875%. A commitment fee of 0.125% was charged on the unused
portion of the Trade Receivables Facility. As of November 12, 2001, customer accounts receivable, after deductions
for high risk accounts, discounts, returns and allowances, had decreased by $96 .7 million since September 30, 2000,
to $130 million. As of November 14, 2001, $91.1 million in borrowings with original maturities of up to 21 days
were outstanding under the Trade Receivables Facility. Using funds from the DIP Credit Agreement, Burlington
repaid all Joans related to the Trade Receivables Facility, and the facility was terminated. The receivables which
previously secured the Trade Receivables Facility now secure the DIP Credit Agreement

2005 7.25% Senior Notes

In September 1993, Burlington issued and sold $150.0 miltion aggregate principal amount of'its 7.25%
unsecured senior notes due September 135, 2005 (the “2005 7.25% Senior Notes™), with interest payable
semiannuaily beginning March 15, 1996. The 2005 7.25% Senior Notes are not redeemable prior to maturity, are
unsecured and rank equally with all other unsecured and unsubordinated indebtedness of Burtington. The 2005
7.25% Senior Notes are structurally subordinate to all obligations of the Burlington Companies under the Prepetition
Credit Facility. The commencement of the Reorganization Cases constituted an event of default under the
Prepetition Indenture governing the 2005 7.25% Senior Notes. As a result of the commencement of Burlington’s
chapter 11 case, the payment of interest accruing thereunder after November 15, 2001 is stayed.

2027 7.25% Senior Notes

In August 1997, Burlington issued and sold $150.0 million aggregate principal amount of its 7.25%
unsecured senior notes due August 1, 2027 (the “2027 7.25% Senior Notes™), with interest payable semiannually
beginning February 1, 1998. Proceeds from the sale were used to prepay revolving loans under the Prepetition
Credit Facility on the same date. The 2027 7.25% Senior Notes provide that they will be redeemable as a whole or
in part at the option of Burlington at any time on or after August 2, 2007, at a price equatl to the greater of 100% of
the principal amount redeemed or the sum of the present values of the remaining scheduled payments of principal
and interest thereon. The 2027 Notes will also be redeemable at the option of the holders thereof on August 1, 2007
in amounts at 100% of their principal amount. The 2027 7 25% Senior Notes are unsecured and rank equally with
all other unsecured and unsubordinated indebtedness of Burlington, including the 2005 7.25% Senior Notes. The
2027 7.25% Senior Notes are structurally subordinate to all obligations of the Burlington Companies under the
Prepetition Credit Facility. The commencement of the Reorganization Cases constituted an event of default under
the Prepetition Indenture governing the 2027 7.25% Senior Notes. As a result of the commencement of Burlington’s
chapler 11 case, the payment of interest accruing thereunder after November 15, 2001 is stayed.

Commuon Stock
Old Common Stock of Burlington

Burlington is authorized to issue 200,000,000 shares of common stock, par value $.01 per share. Asof the
Petition Date, 53,524,941 shares of Old Common Stock of Burlington were issued and outstanding. Prior to the
commencement of the Reorganization Cases, shares of the Old Common Stock of Burlington traded on the NYSE
under the symbol “BUR.” The N'YSE suspended trading of the Old Common Stock of Burlington on November 16,
2001, and the Old Common Stock was delisted from the NYSE on December 31, 2001. Shares of the Old Common
Stock are currently traded on the Over-The-Counter-Bulletin-Board under the symbol “BRLG ™
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Nonvoting Comumon Stock of Burlington

Burlington is authorized to issue 15,000,000 shares of the Old Nonvoting Common Stock. As of the
Petition Date, 454,301 shares of Nonvoting Commeon Stock were issued and outstanding.

Pension and Benefit Plans and Agreements

As of the Petition Date, the Burlington Companies maintained a number of plans for the benefit of their
employees. A summary of the pension and benefit plans and agreements intended to be modified, reinstated and
assumed in connection with the Plan or the WLR Purchase Agreement is set forth below  Exhibit IV contains a
listing of the Burlington Companies’ benefit plans to be reinstated, assumed or adopted in connection with the Plan
and the WLR Purchase Agreement.

Qualified Pension Plans. Burlington sponsors a qualified pension plan for all United States employees of
the Burlington Companies. Fach eligible employee may elect to participate in Burlington’s “Retirement System,”
which is a defined benefit plan qualified under the Internal Revenue Code of 1986, as amended (the “Tax Code”).
Both individual and Burlington contributions are made to the Retirement System. Employee contributions represent
a fixed percentage of base salary, calculated at the rate of 1.5% or 3.0%, as the employee clects, of base salary up to
$6,600 plus 3.0% of base salary in excess of $6,600 each plan year, subject to maximum participating earnings
levels established by the Internal Revenue Service (“IRS™).

The market value of the Retirement System’s assets has fallen significantly and as of March 29, 2003 was
below the accumulated benefit obligation, resulting in the recognition of a non-cash minimum pension liability
adjustment of $33.9 million as a reduction of stockholders’ equity (deficit). Cash contributions to the Retirement
System were $12.9 million for the 2002 fiscal year and are estimated to be approximately $10 5 million for the 2003
fiscal year.

For treatment of the Retirement System under the Plan or the WLR Purchase Agreement, see “Operations
During the Reorganization Cases - The WLR Transaction — Treatment of Pension and Benefit Plans ”

Early Retirees Health Care Plan. Each employee who (a} retires between the ages of 55 and 64 with at
least 10 years of continuous service with Burlington or (b) becomes permanently and totally disabled prior to
attaining age 65 is cligible for health care coverage under the Early Retirees Health Care Plan. A retired employee
must elect coverage within 30 days of becoming eligible for the plan A participant’s spouse under age 63,
unmarried children under age 19 (age 25 for full-time students) and physically or mentally handicapped children are
also eligible for coverage under the plan as dependents of the covered retiree. The covered retirees pay a portion of
the cost of coverage. Participants cease to be covered under the plan upon reaching age 65 and becoming eligible
for Medicare, becoming eligible for coverage under another employer’s health plan, becoming gainfully employed
or self-employed, working 40 or more hours a week for 12 weeks in a calendar year (whether or not receiving any
medical coverage), ceasing to make the required contributions for coverage under the plan, or upon termination of
the plan. The plan may be amended or terminated at any time by action of Burlington’s Board of Directors or its
delegate for any reason. Participants must be notified in writing of any amendment or termination that affects their
benefits. Any amendment or termination will not affect claims incurred prior to the termination or amendment of
the plan. For treatment of the Early Retirces Health Care Plan under the Plan or the WLR Purchase Agreement, see
“Operations During the Reorganization Cases — The WLR Transaction — Treatment of Pension and Benefit
Plans”

Nongualified Supplemental Retivement Flans.

1999 SERP. Seven officers currently participate in Burlington’s Supplemental Executive
Retirement Plan (the “7999 SERFP).

Pre-Retirement Survivor Benefit. In the event of the death before retirement and prior to
ape 65 of an executive officer who has completed three years of service with Burlington, the 1999
SERP provides for a pre-retirement survivor benefit of 120 equal monthly payments equal to
(a) for those participants whose participation in the predecessor Supplemental Executive Benefit
Plan (the “Pre-1999 SERP”) commenced before 1984, one-half of the participant’s Monthly
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Benefit Base and (b} for all other participants, a percentage of such participant’s Monthly Benefit
Base, which in the case of death prior to age 60, will be 50% and thereafter decreasing by 5% each
year to 25% of Monthly Benefit Base if death occurs at or after age 64. The Monthly Benefit Base
is the greater of (a) the monthly base salary on the January 1 occurring concurrently with or
immediately preceding such person’s death or (b) the average of the monthly base salary on
January 1 for each of the previous five years

Post-Retirement Benefit. Each executive officer who attains age 50 and completes 10
years of service with Burlington has a right to receive post-retirement benefits under the 1999
SERP of 120 equal monthly payments of a percentage (20%, 22 5% or 25%, as determined by
Burlington's executive benefits administrative committee) of the participant’s Monthly Benefit
Base reduced in the event of early retirement before age 65 as described below. Any executive
officer who receives post-retirement benefits before age 65 will have his benefits reduced by a
factor of 5% for each year remaining until he attains age 60 and reduced by a factor of 3% for each
year remaining between age 61 and 65. Upon the request of the participant or the participant’s
survivor, Burlington’s executive benefits administrative committee may elect, in its sole
discretion, to pay any benefits described above in a present value, actuarially equivalent Jump
sum. Currently, four executives have vested rights to receive these post-retirement benefits.

Change of Control. Upon the occurrence of a “change of control” of Burlington, the
benefits under the 1999 SERP become fully vested, nonforfeitable and payable generally upon
termination of employment without regard to reductions of benefits arising from early retirement.
In addition, a participant who terminates employment with Burlington for good reason or whose
employment is terminated by Burlington other than for good cause within two years following a
change of control may receive payment in a present value, actuarially equivalent lump sum. A
change of control under the 1999 SERP occurred on February 12, 2003 when Burlington filed a
Current Report on Form 8-K with the SEC disclosing the execution of the Berkshire Agreement.

General. The payment of any benefits under the 1999 SERP is conditioned on, among
other things, the participant not engaging in any business materially competitive with Builington,
either during or after employment.

Pre-1999 SERP. Fifty retired senior executive officers are cligible to receive retirement benefit
payments and/or life insurance coverage under Burlington’s Pre-1999 SERP. Twenty-four of those sentor
executive officers are eligible to receive retirement benefit payments, and five of those twenty-four are
eligible to receive both the retirement benefit payments and the life insurance coverage. However,
Burlington is not currently paying the retirement benefit payments to these retirees. See “Operations
During the Reorganization Cases — Case Administration and Related Activities — Severance Programs.”
The rematning twenty-six of the fifty senior executive officers are entitled under the Pre-1399 SERP to
receive only life insurance. The life insurance coverage under the Pre-1999 SERP is equal to 100% of that
individual’s annual base salary at the time of retirement.

Employment Agreements Burlington has employment agreements with Mr. George W. Hendesson, 111, its
Chairman of the Board and Chiel Executive Officer; Mr. Charles E. Peters, Jr., its Senior Vice President and Chief
Financial Officer; Mr. John D. Englar, its Senior Vice President, Corporate Development and Law; Mr. John P,
Ganley, its President, Burlington House Division; Ms. Judith J. Altman, its Senior Vice President, Global
Operations Support and Chief Information Officer; Mr. James. M. Guin, its Vice President, Human Resources and
Corporate Communications; Mr. James R. McCallum, its President, Lees Carpet Division; and Mr. Robert A.
Wicker, its Vice President, General Counsel and Assistant Secretary (collectively, the “Employment Agreements”)
providing for employment through December 31, 2003, in the case of Messrs. Henderson, Peters and Englar; and
October 31, 2003 in the case of Messrs Ganley, Guin, McCallum and Wicker and Ms. Altman. These agreements
provide, among other things, for minimum annual salaried compensation. Current annual salaries are as follows:
Mr Henderson - $630,000; Mr. Peters - $375,000; Mr. Englar - $330,000; Mr. Ganley - $305,000; Ms. Altman -
$220,000; Mr. Guin - $198,000; Mr. McCallum - $290,000; and Mr Wicker §260,000.

Split Dollar Agreements Burlington has certain rights in split-dollar life insurance policies (the “Splif-
Dollar Agreements”) with respect to certain of its officers. The Split-Dollar Agreements are owned by the officers.

Cil-1106660v10 21
RLF1-2631238-1



Burlington pays the premiums on the Split-Dollar Agreements. Burlington has the right to receive a portion of the
proceeds or cash surrender values of such agreements equal to the premiums paid by Burlington. Burlington’s rights
are secured by collateral assignments executed in favor of Burlingtor by the officers.

For treatment of the 1999 SERP, the Pre-1999 SERP, the Employment Agreements and the Split-Dollar Agreements
under the Plan or the WLR Purchase Agreement, see “Operations During the Reorganization Cases — The WLR
Transaction — Treatment of Pension and Benefit Plans and Employees.”

Environmental Liabilities

The Debtors and certain of their current and former nondebtor affiliates, predecessors and divisions have
been identified by the United States Environmental Protection Agency, by the environmental agencies in several
states and by private parties as potentially responsible parties (“PRPs”) at 25 hazardous waste disposal sites under
the Comprehensive Environmental Response Compensation and Liability Act of 1980 (“Superfund”) and
comparable state laws and, as such, may be liable for the cost of cleanup and other remedial activities at these sites.
With respect to cerfain of these sites, other persons also have been identified as PRPs, and in such circumstances the
responsibility for cleanup and other remedial activities is typically shared among such parties based on an atlocation
formula. Burlington currently is involved in remedial investigations or environmental cleanups at 21 other sites
under federal or state law. Burlington also may be liable for environmental contingencies at 25 other sites pursuant
to contractual obligations resulting from divested property or with respect to environmental cleanups that may be
identified in the future. Certain governmental units and private parties have filed claims against one or more of the
Debtors in the Reorganization Cases in connection with some of these sites. Burlington has established reserves in
its financial statements for such environmental liabilities in the aggregate amount of $2.9 million at March 29, 2003,
estimated to be paid primarily over the next five years. The provision for environmental liabilities is based on
Burlington’s estimate of allocations of liability among PRPs (and the likelihood of contribution by such parties),
information concerning the scope of contamination, estimated remediation costs, estimated transaction costs and
other factors. For treatment of the Debtors’ potential environmental liabilities under the Plan or the WLR Purchase
Agreement, see “Operations During the Reorganization Cases — The WLR Transaction — Treatment of
Environmental Claims.”

OPERATIONS DURING THE REORGANIZATION CASES
First Day Relief
Introduction

On the Petition Date, the Debtors filed a number of motions and other pleadings (the “First Day Motions”),
certain of the more significant of which are described briefly below. The First Day Motions were designed to meet
the Debtors” goals of:

» continuing their operations in chapter 11 with as little disruption and loss of productivity as possible;

e maintaining the confidence and support of the Debtors’ customers, employees, vendors, suppliers,
service providers, contractors and other key groups;

e maintaining good relations in the communities served by the Debtors’ businesses; and
» obtaining necessary postpetition financing

The Figst Day Motions included:

¢ motions relating to case administration;

e amotion relating to the payment of prepetition wages and other benefits to the Debtors” employees and
independent contractors;
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» amotion relating to the retention and payment of ordinary course professionals;

e amotion relating to the continuation of the Debtors” workers’ compensation insurance programs and
payment of certain prepetition workers’ compensation claims, premiums and related expenses;

¢ amotion relating to the payment or honoring of prepetition obligations to customers;
» amotion relating to the payment of prepetition claims of certain critical vendors and service providers;

+ amotion relating to the approval of (a) the Debtors’ cash management system; (b} certain
intercompany transactions with and transfers to affiliates; (c) the use of existing bank accounts,
business forms and investment and deposit guidelines; and (d) administrative expense priority status to
all postpetition intercompany claims, as discussed below under “— Cash Management Order;”

e amotion relating to the interim and final orders approving (a) the Debtors’ DIP Credit Agreement,
{b) the use of cash collateral and (c) the purchase by Burlington of accounts receivable from a
nondebtor subsidiary;

» a motion relating to the payment of installments under an insurance premium finance agreement;

« amotion relating to the payment of prepetition claims of certain warchousemen, mechanics’ lien
holders and freight carriers;

s 2 motion relating to the payment of prepetition trust fund taxes;

» amotion relating to administrative expense priority status of the Debtors’ undisputed obligations to
suppliers for postpetition delivery of goods and provision of services; and

e & motion relating to the payment for future utility services.
Al of the Debtors’ First Day Motions were ultimately granted.
Cash Managemeny Order

Prior lo the Petition Date, the Debtors utilized certain centralized cash management systems in the day-to-
day operation of their businesses. These cash management systems included an overall centralized cash
management system maintained by Burlington as well as certain cash management subsystems mairained by
certain of its subsidiaries. These cash management systems provided well-established mechanisms for the
collection, concentration, management and disbursement of funds used in the Debtors’ businesses.

By the Cash Management Order, the Bankruptcy Court approved the Debtors’ right to maintain their
prepetition cash management system. In addition, the Cash Management Order authorized the Debtors 10 continue
their ordinary course transactions with, and transfers of cash to, their nondebtor affiliates. Lastly, the Cash
Management Order ensured that each individual Debtor would not, at the expense of its creditors, fund the
operations of another entity by according administrative expense priority status to all intercompany claims against a
Debtor by another Debtor or nondebtor affiliate arising after the Petition Date as a result of intercompany
transactions through the Debtors’ cash management systems.

Debtor-in-Possession Liguidity

On November 15, 2001, the Bankruptcy Court entered an interim order (the “Interim DIP Financing
Order”) authorizing the Debtors to enter into the $125.0 million facility (the “Interim DIP Credit Agreement”) with
JP Morgan Chase Bank and a syndicate of financial institutions (the “DIP Lenders”). As security for the Debtors’
obligations under the Interim DIP Credit Agreement, the Debtors granted a first priority security interest {including
priming liens on the collateral securing the Prepetition Credit Facility) in substantially all of their prepetition and
postpetition assets, subject and subordinate oaly to valid and perfected pre-Petition Date liens (other than liens to
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secure the Prepetition Credit Facility (the “Existing Liens™) and a specified exclusion for professional fees (the
“Professional Fee Carve-Our™)). Claims for borrowings under the Interim DIP Credit Agreement were also granted
superpriority status over most other Administrative Claims. On December 12, 2001, the Bankruptcy Court entered a
final order (the “Final DIP Financing Order”), and an additional $65.0 million from the DIP Lenders, over and
above the $125.0 million approved by the Interim DIP Financing Order, became available to the Debtors. Under the
terms of the Final DIP Financing Order, a $190.0 million revolving credit facility (the “DIP Credit Agreement”),
inciuding up to $50.0 million for postpetition letiers of credit, is available to Burlington until the earliest of:

e November 15, 2003;

¢ the date on which the Plan becomes effective;

» any material non-compliance with any of the terms of the Final DIP Financing Order; or

e any event of default will have occurred and be continuing under the DIP Credit Agreement.

Effective September 28, 2002, Burlington elected to reduce the commitment amount under the DIP Credit
Agreement to $100 0 million. Amounts borrowed under the DIP Credit Agreement bear interest at the option of
Burlington at the rate of the London Interbank Offering Rate (“LIBOR™) plus 3 0% per annum, or the Alternate
Base Rate plus 2.0% per annum. In addition, there is an unused comniitment fee of 0.50% on the unused
commitment and a letter of credit fee of 3.0% per annum on letters of credit outstanding. The DIP Credit
Agreement is secured by, in part, the receivables that formerly secured the Trade Receivables Facility described
above. On November 16, 2001, Burlington borrowed $95.0 million under the Interim DIP Credit Agreement
primarily to repay all loans and accrued interest related to such Trade Receivables Facility, as well as certain other
financing fees. The documentation evidencing the DIP Credit Agreement contains financial covenants requiring
Burlington to maintain minimum levels of carnings before interest, taxes, depreciation, amortization, restructuring
and reorganization items (“EBITDA™), as defined. In addition, the DIP Credit Agreement containg covenants
applicable to the Debtors, including limiting the incurrence of additional indebtedness and guarantees thereof, the
creation of liens and other encumbrances on properties, the making of investments or acquisitions, the sale or other
disposition of property or assets, the making of cash dividend payments, the making of capital expenditures beyond
certain limits, and entering into certain transactions with affiliates. In addition, proceeds from sales of certain assets
must be used to repay specified borrowings and upon repayment permanently reduce the commitment amount under
the DIP Credit Agreement. The financial reporting charges and cash costs of such actions required Burlington to
enter into amendments to certain of the covenants under the DIP Credit Agreement. On September 24, 2002, the
Bankruptcy Court also approved changes to the DIP Credit Agreement to allow Burlington to increase asset sales
subject to a specified application of $11.3 miltion of sale proceeds and to make a cash payment of $33.7 million
with respect to the principal amount of loans owing to the Prepetition Lenders under the Prepetition Credit Facility.
On April 30, 2003, the Bankruptcy Court approved additional changes to the DIP Credit Agreement to allow
Burlington to make certain payments, not to exceed $5.0 million, on account of the settlement of prepetition claims
pursuant to the orders of the Bankruptcy Court. At May 7, 2003, there was no principal amount outstanding, and
Burlington had approximately $81.0 million in unused capacity available under the DIP Credit Agreement and had
approximately $19 0 million outstanding under letters of credit issued under the DIP Credit Agreement

In connection with the DIP Credit Agreement, as adequate protection for the holders of Secured Claims
under the Prepetition Credit Facility, the Debtors agreed, among other things, to:

« pay monthly interest and letter of credit fees at the applicable nondefauit rates (including LIBOR
pricing options) on the outstanding balances under the Prepetition Credit Facility (without prejudice to
the rights of the Prepetition Lenders to assert a claim for payment of additional interest and letter of
credit fees);

»  prant to the Prepetition Lenders a superpriority Administrative Claim to the extent of any diminution in
the value of the collateral under the Prepetition Credit Facility, subject only to the superpriority
Administrative Claim granted to secure the DIP Credit Agreement, the Existing Liens and the
Professional Fee Carve-Out;
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»  grant to the Prepetition Lenders, to the extent of any diminution in the value of the collateral under the
Prepetition Credit Facility, liens on all collateral under the Prepetition Credit Facility, liens on all
collateral under the DIP Credit Agreement, subject only to the liens securing the DIP Credit
Agreement, the Existing Liens and the Professional Fee Carve-Out; provided, however, that so long as
there are any borrowings or letters of credit outstanding, or the commitment of the DIP Lenders is in
effect, the Prepetition Lenders will not be permitted to take any action related to the enforcement of
such adequate protection liens or the liens granted pursuant to the Prepetition Credit Facility, in each
case to the extent not authorized by an order of the Bankruptey Court;

» repay specified borrowings under the Prepetition Credit Facility with 50% of the first 825 million of
proceeds from sales of certain assets;

«  repay specified borrowings under the Prepetition Credit Facility with a portion of the proceeds of
certain additional sales of assets;

» repay $33 7 million of the outstanding principal under the Prepetition Credit Facility in connection
with the Third Amendment to the DIP Credit Agreement; and

»  repay $50.0 million of the outstanding principal under the Prepetition Credit Facility in connection
with the Fourth Amendment to the DIP Credit Agreement.

With regard to the fourth bullet point above, Burlington has applied $12.5 million of asset sale proceeds to
reduce borrowings under the Prepetition Credit Facility in full satisfaction of that requirement. With regard to the
fifth bullet point above, Burlington made a further cash payment of $1.3 million of principal ameunt on April §,
2003,

Also pursuant to the same order of the Bankruptcy Court entered on Aprit 30, 2003, Burlington extended
adequate protection to Bank of America, in its capacity as the issuer of the Hedging Agreements, consisting of:

« the quarterly payment of current postpetition interest on the approximately $2.9 million owed by
Burlington under the Hedging Agreements at a rate of three month LIBOR plus 3 25% (with LIBOR
being reset on the first business day of each month), effective as of the termination date of each of the
Hedging Agreements; and

» areplacement lien in favor of Bank of America in such assets of the Debtors, which lien is junior to the
lens under the DIP Credit Agreement and pari passu with the liens granted to the Prepetition Lenders;
provided, however, that so long as there are any borrowings or letters of credit outstanding, or the
commitment of the DIP Lenders is in effect, Bank of America will not be permitted to take any action
related to the enforcement of such adequate protection liens or the liens under the Hedging
Agreements, in each case lo the extent not authorized by an order of the Bankruptcy Court.

Termination of Trade Receivables Facility

Using funds from the DIP Credit Agreement, Burlington repaid all loans related to the Trade Receivables
Facility, and the facility was terminated The receivables which previously secured the Trade Receivables Facility
now secure the DIP Credit Agreement

Prepetition Critical Vendor Claims

The Debtors filed a First Day Motion seeking authority to pay prepetition claims of certain critical vendors
and service providers claims (collectively, the “Prepetition Critical Vendor Claims”) in the aggregate amount up to
$5.85 million. Payment of the Prepetition Critical Vendor Claims assisted in establishing the business-as-usual
atmosphete surrounding the Debtors’ chapter 11 cases. In addition, this process helped to ensure that the Debtors
continued to receive an uninterrupted supply of the goods and services necessary to perform their management and
administrative functions. Payment of the Prepetition Critical Vendor Claims eliminated numerous small creditors of
the Debtors and greatly reduced the administrative burden of distinguishing between pre- and postpetition claims.
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Case Administration and Related Activities
Retention of Professionals

In connection with the commencement of the Reorganization Cases, the Debtors sought and obtained
Bankruptcy Court approval of the retention of Jay Alix & Associates (now known as AlixPartners, LLC
(“AlixPartners”)) as their financial advisor; Jones, Day, Reavis & Pogue (now known as Jones Day) as their
counsel; Richards, Layton & Finger, P.A. as their co-counsel; Ernst & Young LLP as their independent auditors and
tax accoundants; Sitrick and Company, Inc. as their corporate communications consultants; and Yantek Consulting
Group, Inc. as their Executory Contract consultants.

On April 11, 2002, the Debtors filed a motion to retain Hilco Real Estate, LLC (“Hilco™) to provide real
estate consulting and advisory services in the Reorganization Cases in connection with certain of the Debtors’
properties that were identified for sale or divestiture until the earlier of (a) the Effective Date or (b) April 8, 2003,
The Bankruptcy Court approved this motion by an order entered on May 2, 2002 On April 7, 2003, the Debtors
filed a motion to extend the retention of Hilco until the earlier of (a) the Effective Date or (b) October 8, 2003. The
Bankruptcy Court approved this extension on April 23, 2003, On June 27, 2003, the Debtors filed an application to
retain Hilco Appraisal Services, L1.C, an affiliate of Hilco, to provide appraisals in connection with a potential Sale.
The Bankruptcy Court approved this application on July 15, 2003. The Debtors, with Bankruptcy Court approval,
also retained additional real estate brokers to assist them with the sale of certain other properties.

After the termination of the Berkshire Agreement, the Debtors, in consultation with the Creditors’
Comniittee and the Prepetition Lenders, determined that the services of one or more investment bankers was
necessary and appropriate to implement the Modified Bidding Procedures and to assist the Debtors in connection
with their ongoing sales efforts After interviewing four investment banking firms, the Debtors selected Miller
Buckfire Lewis & Co., LLC and Dresdner Kleinwort Wasserstein, Inc. (collectively, the “Investment Bankers™) as
their investment bankers on March 13, 2003 and filed an application to retain the Investment Bankers with the
Bankruptcy Court on April 9, 2003 After a hearing on May 1, 2003, at which objections by the United States
Trustee and the Creditors’ Committee were heard, the Bankruptcy Court entered an order dated May 21, 2003
approving the retention of the Investment Bankers upon the terms of the engagement letter between Burlington and
the Investment Bankers (as amended by the order of the Bankruptcy Court). The Investment Bankers are entitled to
receive an aggregate monthly financial advisory fee of $250,000 for each of the first four months of their retention
and $150,000 for each month thereafier. 1f during the term of the engagement of the Investment Bankers or within
nine months thereafter (the “Engagement Period”), Burlington effects a Sale with a Qualified Bidder who was
comntacted by the Investment Bankers during the course of their engagement, the Investment Bankers will be entitled
to receive an aggregate transaction fee equal to $2 million plus an amount equal to 2.50% of the Distributions
payable to the Debtors’ creditors in excess of $579 million (subject to adjustment for settlement of Claims before the
consummation of a Sale). Alternatively, if during the Engagement Period, Burlington receives a Qualified Bid from
a Qualified Bidder who was contacted by the Investment Bankers and conducts an Auction or, if Burlington does not
conduct an Auction, designates such Qualified Bid as the Successful Bid, and Burlington thereafter does not effect a
Sale (and the failure to effect a Sale was not caused by the inability of the successful bidder to consummate a Sale)
but confirms a plan of reorganization that is supported by a majority of the members of the Creditors’ Commitiee or
that is accepted by any impaired class of unsecured creditors, the Investment Bankers will be entitled to receive a
transaction fee equal to $2 million. A transaction fee due to the Investment Bankers is payable upon the earter of
the consummation of the Sale or the confirmation of a plan of reorganization by Burlington. All monthly fees paid
{0 the Investment Bankers will be credited against any transaction fee. Upon the consummation of the WLR
Transaction or the Confirmation of the Plan, the Investment Bankers’ fee will be determined based upon the formula
described above

The Creditors® Commitiee and Its Advisors

On November 28, 2001, the Office of the United States Trustee appointed the Creditors” Commitiee. The
current membership of the Creditors’ Committee and its professional advisors are as follows:
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Committee Members:

Carolina Mills, Inc.
P.O. Box 157

618 Carolina Avenue
Maiden, NC 28650

KOSA
4501 Charlotte Park Drive
Charlotte, NC 28217

Pension Benefit Guaranty Corporation
1200 K Street, N.W., Suite 270

£.1. DuPont deNemours & Co.
4417 Lancaster Pike
Wilmington, DE 19805

Mutual of America Capital Management
Corporation

320 Park Avenue

New York, NY 10022

Wells Fargo Bank Minnesota, N.A.
608 Second Avenue South

MACN9303 120
Minneapolis, MN 55479

Washington, DC 20005-4026

WLR Recovery Fund

c/o WL Ross & Company, LLC
101 East 52™ Street

New York, NY 10022

Counsel;

Akin Gump Straus Haver & Feld, I.LP.
1700 Pacific Avenue, Suite 4100
Dallas, TX 75201-4675

Saul Ewing LLP
222 Delaware Avenue, Suite 1200
Wilmington, DE 19801

Financial Advisor: Investment Banker:

BDO Seidman, LLP
330 Madison Avenue
New York, NY 10017-5001

Sheffield Merchant Banking Group
262 Harbor Drive
Stamford, CT 06902

Miscellaneons Asset Sales

Shortly afier commencement of the Reorganization Cases, the Debtors began the process of evaluating their
assets, some of which the Debtors had already determined were no longer necessary for the successful operation and
reorganization of their businesses. To facilitate the sale of these nonessential assets and to minimize unnecessary
administrative expenses, the Debtors filed a motion on December 27, 2001 seeking to establish procedures to
streamline the sale of any assets for aggrepate consideration under a certain dollar threshold and to permit such sales
to be consummated without further Bankruptcy Court approval. The Bankruptcy Court entered an order on
January 17, 2002 (the “Miscellaneous Asset Sales Order”) establishing procedures for miscellaneous assets sales
involving:

o the transfer of (a) less than $1 million in net consideration on account of assets to be sold or (b) less
$5 million in net consideration, if the transaction involves only the transfer of certain of the Debtors’
equipment (collectively, the “Miscellaneous Equipment”) and the fair market value of each piece of
Miscellaneous Equipment is less than $150,000; and

s aggregate cure costs of less than $200,000 in connection with the assumption and assignment of any
related executory contracts and unexpired leases, pursuant to section 365 of the Bankruptcy Code.

As of March 29, 2003, the Debtors had consummated sales under the Miscellaneous Asset Sales Order aggregating

approximately $8.7 miilion in proceeds received.
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On June 30, 2003, Builington entered into a letter agreement with C 1.T. Leasing Corporation (“CIT™)
pursuant to which Burlington and CIT agreed to terminate the Aircrafi Lease dated February 15, 2001 under which
Burlington leases a Cessna Citation Excel aircraft from CIT (the “Aircraft”). Simultaneously with the termination,
Burlington will, in exchange for title to the Aircraft, pay or cause to be paid to CIT a payoff amount of
approximately $6.9 million. Also on June 30, 2003, Burlington entered into an Aircraft Purchase and Sale
Agreement with Wings Associates, Inc. (“Wings™) pursuant to which Burlington agreed to sell the Aircraft to Wings
for approximately $7 8 million. The two transactions, which are scheduled to close simultaneousty on August §,
2003 following the expiration of the 10 business day notice period under the Miscellaneous Asset Saies Order, are
expected to resuit in the receipt by Burlington of $880,475 in net consideration.

Rejection of Certain Burdensome Executory Contracts and Unexpired Leases

As of the Petition Date, the Fxecutory Contracts and Unexpired 1.cases to which one or more of the
Debtors were parties included approximately 1,600 Executory Contracts and 1,300 Unexpired Leases. As debtors in
possession, the Debtors have the right under section 365 of the Bankruptcy Code, subject to the approval of the
Bankruptey Court, to assume, assume and assign or reject executory contracts and unexpired leases. Section 365 of
the Bankruptcy Code provides generally that a debtor may assume, assume and assign or reject an executory
contract at any time before the confirmation of a plan of reorganization, but the Bankruptcy Court, on the request of
a party in interest, may order the debtor to determine whether to assume or reject a particular executory contract
within a specified period of time. In addition, section 365 of the Bankruptcy Code provides further that a debtor is
given until 60 days after the date of commencement of its bankruptcy to decide whether to assume, assume and
assign or reject an uncxpired lease of nonresidential real property. This period may be extended for “cause.” On
December 28, 2001, the Debtors filed a motion to extend the time within which they may assume, assume and
assign or reject unexpired leases of nonresidential real property until the earlier of (i) the Confirmation Date or
(i) May 15, 2003 to allow them to evaluate further the Executory Contracts and Unexpired Leases, which the
Bankruptcy Court granted by an order dated January 17, 2002. On May 9, 2003, the Debtors filed a second motion
to extend the time within which they may assume, assume and assign or reject unexpired leases of nonresidential
real property through and inchuding the Confirmation Date. Afier an informal response by the U S. Trustee, the
Debtors revised their request to provide for an extension of such period through and including the Confirmation
Date; provided, that the Confirmation Date occurs on or before May 135, 2004, The Bankruptcy Court approved the
extension on May 27, 2003,

During the Reorganization Cases, the Debtors have filed motions to reject 38 burdensome Executory
Contracts and Unexpired Leases. Below is a summary of the material Executory Contracts and Unexpired Leases
that have been rejected. By rejecting these contracts, the Debiors hope to mitigate significantly the potential losses
associated with these contracts, which will be treated as Unsecured Claims to the extent allowed.

On April 11, 2002, the Debtors filed a motion with the Bankruptcy Court to reject a ten-year supply and
delivery contract with Mississippi Power Company for the supply of electricity to Burlington’s Stonewall,
Mississippi facility (the “MPC Agreement”). Under the terms of the MPC Agreement, Burlington was required {o
purchase 2 minimum amount of electricity at a cost of approximately $85,000 per month. In connection with the
2002 Restructuring, Burlington closed this facility 1f Burlington would not have rejected the MPC Agreement, it
would have been required to pay an approximate minimum of $5.3 million before the expiration of the MPC
Agreement on July 14, 2007. On May 2, 2002, the Bankruptcy Court entered an order granting the rejection of the
MPC Agreement as of April 30, 2002, Following the rejection of the MPC Agreement, Mississippi Power Company
Filed a Claim for approximaiely 56 million in damages.

On June 6, 2002, the Debtors filed a motion with the Bankruptcy Court to reject a seven-year Unexpired
L ease with Manhattan Properties Company (“Manhattan Properties”), dated January 13, 1999 (the “Manhattan
Lease Agreement™), for the lease of approximately 20,734 square feet of display space in New York, New York.
Before the expiration of the Manhattan Lease Agreement on January 31, 2006, the remaining base rent due would
have been approximately $1.78 million, payable in monthly installments of approximately $41,000. Burlington no
longer had use for this space because it sold its bedding and window treatment business to Springs Industrics, Inc.
(“Springs™) OnJuly 15, 2002, the Bankruptcy Court entered an order granting the rejection of the Manhattan Lease
Agreement as of June 30, 2002, upon the following conditions:
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«  Manhattan Properties would have the right o assert administrative expense Claims under the
lease, and the Debtors could object to those Claims on any or all grounds;

o Burlington could not remove any fixtures from the property that it was not permitted to remove
under the Manhattan Lease Agreement; and

¢ Manhattan Properties would own any of Burlington’s property remaining in the showroom after
June 30, 2002, free and clear of all liens, claims and encumbrances and could sell, retain or
dispose of such property at its discretion

Following the rejection of the Manhattan Lease Agreement, Manhattan Properties filed a Claim for approximately
$1.93 million in damages.

On July 31, 2002, the Debtors filed a motion with the Bankruptcy Court to reject a seven-year Unexpired
Lease with Mel Bounds LP, dated September 30, 2000 (the “Meridian Lease”), for the lease of warehouse and
office space in Meridian, Mississippi. Among other things, the Debtors used this location to store inventory
produced at is Stonewall, Mississippi manufacturing facility. When the Stonewall, Mississippi facility was closed as
part of the 2002 Restructuring, the Debtors no longer needed to lease this space. Before the expiration of the
Meridian Lease on September 30, 2007, the remaining base rent due would have been approximately §1.33 million,
payable in monthly installments of $21,500. On August 26, 2002, the Bankruptcy Court entered an order granting
the rejection of the Meridian Lease as of July 31, 2002. Following the rejection of the Meridian Lease, Mel Bounds
LP filed a Claim for approximatety $1.33 million in damages

On January 9, 2003, the Debtors filed a motion with the Bankruptey Court to reject a 48-month fleet lease
agreement with CitiCapital Commercial Leasing Corporation (as successor in interest) (“CitiCapital”), dated
January 3, 1995, as amended (the “CitiCapital Lease™), for the lease of 27 tractors. The Debtors no longer needed
the tractors covered by the CitiCapital Lease because Burlington has entered into an agreement with UPS Supply
Chain Solutions (“UPS™) to manage the Burlington Companies’ global lopistics needs. Before the expiration of the
CitiCapital Lease on December 15, 2003, the remaining rental payments due to CitiCapital would have been
approximately $300,000, payable in monthly installments of $27,970. On January 28, 2003, the Bankruptcy Court
entered an order granting the rejection of the CitiCapital Lease as of the later of (a) Janvary 25, 2003 or (b) the date
that B.1. Transportation made the equipment available for pick up by CitiCapital. Following rejection of the
CitiCapital Lease, CitiCapital filed a Claim for approximately $1.1 million in damages.

The Debtors are continuing to review their Executory Contracts and Unexpired Leases. Based on this
review, the Debtors anticipate that they may file additional motions to reject certain burdensome Executory
Coniracts and Unexpired Leases.

The WLR Purchase Agreement provides that Burlington and the Buyer or the Reorganized Purchased
Debtors, as applicable, will determine whether to assume or assume and assign cestain of the Debtors’ remaining
Executory Contracts and Unexpired Leases as of Effective Date. The aggregate costs of assumption are estimated
not to exceed $1.3 million Burlington intends to reject all other remaining contracts as of the Effective Date.

Key Emplayee Retention Program

To stabilize employee relations, a key employee retention program (the “KERP”) has been implemented in
the Reorganization Cases. The KERP was designed, among other things, to ensure that the employees most critical
to the Debtors’ reorpanization efforts were provided with sufficient economic incentives and protections to stay with
the Debiors and fulfill their responsibilities through the successfui conclusion of the Reorganization Cases. On
December 28, 2001, the Debtors filed a motion to approve, and by orders dated January 17, 2002, January 28, 2002,
February 27, 2002 and March 31, 2003 (the “KERP Orders™) the Bankruptcy Court did approve, the KERP. The
KERP, as approved by the KERP Orders, consists of two separate components: (a) a retention incentive plan (the
“Retention Incentive Plan’) and (b) an employee severance plan (the “Severance Plan™). The Debtors also sought
approval of the Emergence Performance Bonus Plan for six of its senior executives; however, in connection with the
KERP Orders, the Debtors agreed to defer seeking approval of the Emergence Performance Bonus Plan until the
Plan confirmation process.
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Under the Retention Incentive Plan, each eligible employee earns a specified retention incentive payment
(the “Retention Incentive Payment”) based upon a percentage of his or her salary as determined by the Debtors’
management, if the employee remains actively employed by the Debtors on the specified dates. Under the Retention
Incentive Plan, seven of the Debtors executive officers receive two-thirds of their Retention Incentive Payments in
instaltments (the “Time-Based Payments™) and one-third of their Retention Incentive Payments based upon the
achievement of certain performance targets agreed upon by the Debtors, the Creditors’ Committee, the Prepetition
Lenders and the DIP Lenders (the “Performance Payments”). As of December 31, 2001, the number of such
executive officers was reduced from seven to six. The Time-Based Payments were paid in five installments
(approximately $2.3 million in the aggregate) with a sixth installment (approximately $359,500 in the aggregate)
due for three of the executive officers on October 1, 2003 if emergence has not occurred on or before that date and
for the other three executives upon emergence if emergence has not occurred on or before October 1, 2003, The
Performance Payments for such executive officers (approximately $1.1 million in the aggregate) were paid in equal
instaliments upon achievement of targets. Under the Retention Incentive Plan, 64 of the Debtors’ key employees
were paid Retention Incentive Payments in six installments (approximately $5.1 million in the aggregate) and will
be paid a seventh installment on October 1, 2003, if emergence has not occurred on or before that date
(approximately $802,000). In addition, a discretionary retention pool of $1 million is available for certain
employees, including new hires, not already included in the Retention Incentive Plan, and approximately £793,000
has been paid from such pool. The Debtors currently estimate the total cost of the Retention Incentive Plan to be
approximately $10 6 million. The Buyer or the Reorganized Purchased Debtors, as applicable, will not assume or be
linble for any cost relating to the Retention Incentive Plan pursuant to the WLR Purchase Agreement (see
“Operations During the Reorganization Cases — The WLR Transaction — Treatment of Pension and Benefit Plans
and Employees”).

The Severance Plan replaced the Debtors’ prepetition Salaried Severance Program for key employees
participating in the KERP. The purpose of the Severance Plan is to ensure the basic financial security of these key
employees notwithstanding possible job loss by providing them with severance benefits. With certain exceptions,
under the Severance Plan, most employees who are terminated for reasons other than death, disability, retirement or
cause are eligible to receive severance benefits equal to the greater of (a) six months’ salary and (b) salary for the
duration provided for the particular employee under the prepetition Salaried Severance Program. Certain executive
officers will be able to receive between 12 and 36 months of severance depending on their seniority and whether
they were terminated following a “change in control” or voluntary terminated for Good Reason (as defined in the
KERP). “Change in control” is defined under the KERP to mean the sale or other disposition of the assets and/or
business units of Burlington representing 50% or more of the preceding 12 month’s earnings before interest, taxes,
amortization and depreciation, as well as restructuring charges. In addition, eligible employees are entitled to
receive medical insurance, life insurance and certain other benefits  The WLR Purchase Agreement provides that
the cost of the Severance Plan with respect to the applicable Transferred Employees will be paid by the Buyer or the
Reorganized Purchased Debtors, as applicable. See “Operations During the Reorganization Cases — The WLR
Transaction — Treatment of Pension and Benefit Plans ™

The KERP Participants may also be entitled to the Emergence Bonus. For a description of the Emergence
Bonus and the Emergence Bonus Performance Plan that the Debtors are seeking authority to implement in
connection with the Plan, see “Overview of the Plan — Information Regarding Assertion and Treatment of
Administrative Claims and Priority Tax Claims — Special Provisions Regarding Allowance and Payment of
Emergence Bonus for KERP Participants ™ See “Operations During the Reorganization Cases — The WLR
Transaction — The Marketing Process and Auction” for a description of the agreement certain KERP Participants
entered into regarding their Emergence Bonus in connection with the order approving the Auction. The KERP
Participants may also be eligible for the Retention Incentive Payment and severance benefits pursuant to the
Severance Plan

In connection with the KERP, Burlington sought the assumption of the prepetition employment agreement
between Burlington and Douglas 1. McGregor (the “McGregor Agreement”) After negotiations with the Creditors’
Committee, the Prepetition Lenders and the DIP Lenders regarding the KERP, Burlington did not pursue assumption
of the McGregor Agreement. Rather, Burlington sought and obtained Bankruptcy Court approval of
Mr. McGregor’s participation in the Retention Incentive Plan and the Severance Plan
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Severance Programs

On December 28, 2001, the Debtors filed a motion to approve, and by an order dated January 17, 2002, the
Bankruptcy Court did approve, the continuation of the Debtors’ Prepetition Severance Programs, subject to certain
modification, applicable to all hourly and salaried employees of the Debtors who are not eligible to participate in the
Severance Plan. See “Operations During the Reorganization Cases — Case Administration and Related Activities
— Key Employee Retention Program” for details concerning the severance programs. The Debtors did not seek
authority to assume their Prepetition Severance Programs in connection with this motion.

The Bankruptey Court did not approve the continuation of payments to approximately 24 of the Debtors’
retired key executives under the Pre-1999 SERP and the 1999 SERP. The aggrepate amount of such payments to
those retired key executives under the Pre-1999 SERP and the 1999 SERP was approximaltely 86 § million.

Claims Process and Bar Dates

On February 13, 2002, the Debtors filed their Schedules, identifying the assets and liabilities of their
Estates. The Debtors subsequently amended their Schedules on May 20, 2002 and June 12, 2002. Pursuant to an
order dated May 2, 2002, the Bar Date for the filing of proofs of claim in the Reorganization Cases was set as
July 22, 2002. Additional claims may be brought after the Bar Date by creditors who, after the notices of the Bar
Date were distributed, had either (a) executory coniracts rejected by the Debtors or (b} Claims for which scheduled
amounts owed were adversely modified by the Debtors. These claims must be brought within 30 days after the
contract rejection or the amendment to the Schedule.

More than 3,700 Claims were originally scheduled by the Debtors or filed against the Debtors on or before
the Bar Date. The Debtors’ initial review and reconciliation of the proofs of Claim filed against the Debtors is
nearly complete. The Debtors are in the process of filing objections to proofs of Claim, where necessary or
appropriate, and initiating discussions with certain creditors in order to resolve discrepancies between the Debtors’
books and records and the proof of Claim filed by the creditor.

Exclusivity

Under section 1121 of the Bankruptcy Code, a debtor has the exclusive right to {a) file a plan of
reorganization during the first 120 days of its chapter 11 case and (b) solicit acceptances of the plan during the first
180 days of the case. These periods (the “Exclusive Periods™) may be extended for “cause.” On March 21, 2002,
the Debtors filed a motion seeking six-month extensions of the Exclusive Periods through September 16, 2002 and
November 135, 2002, respectively, which the Bankruptcy Court thereafier granted. On September 23, 2002, the
Bankruptcy Court approved a further extension of the Exclusive Periods through January 31, 2003 and March 3,
2003, respectively. On January 31, 2003, the Debtors filed a motion seeking an additional extension of the
Exclusive Periods through May 31, 2003 and July 31, 2003, respectively. This motion for an additional extension of
the Exclusive Periods was approved by the Bankruptcy Court on April 1, 2003. On May 30, 2003 the Debtors filed
an additional motion seeking extensions of the Exclusive Periods through September 30, 2003 and November 30,
2003, respectively. An objection to this motion was filed by the Creditors” Committee on July 21, 2003 This
motion for an additional extension of the Exclusive Periods was approved by the Bankruptcy Court on July 31,
2003

Settlement of Certain IRS Claims

On April 15, 2002, the IRS filed two proofs of claim against Burlington for unpaid federal income taxes of
$20,594,030 for Burlington’s 1995, 1996 and 1997 tax years and for penalties of $187,500 for Burlinglon’s 1996 tax
year. After negotiations with the IRS, Burlington and the IRS resolved the IRS’ proofs of claim for these tax years,
with Burlington agreeing to pay $53,482 on account of such taxes plus related interest. The Bankruptcy Court
approved this seftlement on November 22, 2002,

Real Property Sale Procedures

Shortly after commencement of the Reorganization Cases, the Debtors began the process of evaluating their
real property, certain locations of which the Debtors had already determined were no longer necessary for the
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successfitl operation and reorganization of their businesses. The Debtors filed a motion on April 11, 2002 with the
Bankruptcy Court (which was approved on May 2, 2002} to retain Hilco to provide advisory services relating to
such evaluations. To facilitate the sale of the nonessential real property and to minimize unnecessary administrative
expenses, the Debtors filed a notion on May 9, 2002 seeking to establish procedures to streamline the sale of any
real property and {o permit such sales to be consummated without further Bankruptcy Court approval (the “Real
Property Sale Procedures”). The Bankruptcy Court entered an order on May 23, 2002 establishing procedures for
the sale of the real property listed on Exhibit A to the Real Property Sale Procedures (collectively, the “Properties™).
Additional properties could be added to that Exhibit A with the permission of the U.S. Trustee, counsel to the
Creditors’ Commitiee, counsel to the DIP Lenders and counsel to the Prepetition Lenders. Under the Real Property
Sale Procedures, the Debtors are permitted to sell the Properties free and clear of any liens, claims, encumbrances or
other interests therein only if those liens and interests (&) can be extinguished, (b) are waived at the time of sale,

(c) are capable of monetary satisfactions or (d) the holders of such liens and interests consent to the sale. As of
April 30, 2003, the Debtors had consumimated sales under the Real Property Sale Procedures aggregating
approximately $5.5 million in proceeds. At March 29, 2003, the value of real estate held for sale was approximately
$16.9 million.

General Settlement Procedures

On September 3, 2002, the Debtors filed a motion with the Bankruptcy Court to approve certain procedures
for the settlement of certain claims without further approval from the Bankruptcy Court. On September 23, 2002,
the Bankruptcy Court approved a revised version of those procedures that would allow the Debtors to setile claims
that meet certain conditions to the order as long as the total amount paid with regard to all such claims is less than
$3 million. The Debtors are also required to prepare and distribute a quarterly settlement report to certain parties
identified by the Bankruptey Court. To date, the Debtors have settled Claims pursuant to these procedures in the
aggregate amount of approximately $620,000.

Withdrawal from Limited Liability Company

Burlington filed a motion on Qctober 31, 2002 with the Bankruptcy Court seeking to withdraw from the
Strategic Technical Alliance, LLC joint venture (“Alliance”} with Brookwood Companies Incorporated
{(“Brookwood”). By an order entered on November 22, 2002, the Bankruptcy Court approved the motion including
a letter agreement between Burlinglon and Brookwood that provides for, among other things, (a) the termination of
Burlington’s membership interest in Alliance, (b) non-competition by Burlington with certain products sold by
Alliance or by Brookwood, (¢) Burlington’s continued lability for certain product liability, patent and warranty
claims and certain bad debt losses incurred by Alliance, (d) payments to Burlington of 31 million in cash and an
instalbment promissory note for $685,695, of which the final instaliment is due October 31, 2004, (&) Burlington's
continuing sales of pre-laminated fabric to Alliance at a fixed cost for a three-month period and thereafter made
pursuant to an arms-length contract and (f} the continuation of Burlington’s laminating services to Alliance at a
fixed price through Sepiember 28, 2005.

Sale of Equipment

As part of their reorganization strategy and their efforts to strengthen the financial performance and
operational efficiencies of their business, the Debtors identified certain equipment formerly used at three
manufacturing plants that were closed by Burlington (collectively, the “Equipment”) as unproductive assets.
Burlington began marketing the Equipment in January 2003 to 20 large, well-capitalized and well-known equipment
brokers znd auctioneers (colectively, the “Potential Purchasers™). Ten of the Potential Purchasers submitted
written bids with cash offers for the Equipment. The parties that submitted written bids were invited to participate
in an auction of the Equipment on March 5, 2003. Seven Potential Purchasers participated in the auction, and Gibbs
International, Inc. (*Gibbs™)} submitted the highest and best offer of $3.95 million in cash. Afler the negotiation of
an asset purchase agreement with Gibbs, Burlington filed a motion with the Bankruptcy Court on March 12, 2003 to
approve the transaction. On March 31, 2003, the Bankruptcy Court approved the sale of the Equipment to Gibbs
free and clear of all liens and encumbrances.
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Equity Committee

By motions filed on February 24, 2003 and May 7, 2003, Mr. Walker Rucker (“Rucker™) requested that the
Bankruptcy Court appoint an official committee of holders of the Old Common Stock (an “Equity Commitice™)
Rucker also asked the United States Trustee to exercise her discretion to appoint an Equity Committee. On May 19,
2003, the Debtors, the United States Trustee, the Creditors’ Committee and JPMorgan Chase Bank (as
administrative agent for the Prepetition Lenders) each filed separate objections denying the need and prudence of
appointing an Equity Committee at this stage in the Reorganization Cases and given the probability that holders of
the Old Common Stock will not receive any distributions under the Plan. A hearing on these motions and objections
occurred on May 29, 2003, at which time the Bankruptecy Court denied both such motions.

On July 7, 2003, Rucker filed a motion with the Bankruptcy Court pursuant to Bankruptcy Ruie 2004 for
an order (a) authorizing the examination of Burlington and Mr. George Henderson, Burlington’s chief executive
officer, and {b) direciing the production of documents relating to such examination. As outlined in the motion, the
scope of the examination would include the acts, conduct and property of Burlington and Burlington’s liabilities and
financial condition. The Diebtors filed an objection to this motion on July 22, 2003 requesting that the Bankruptcy
Court reject this motion or, in the alternative, 1imit the scope of such examination to the terms and conditions set
forth on Exhibit A to their objection. On July 31, 2003, the Bankruptey Court granted this motion on the limited
terms and conditions set forth on Exhibit A to the Debtors’ objection.

Postpetition Operations
New Business Model

In response to, among other things, the industry-wide decline in sales caused by slowing consumer demand,
increased imports, continuing retail consolidations, overall economic conditions and retail inventory reductions, the
Debtors developed a new business model, designed to better serve their customers’ expanding needs in the global
supply chain. The Debtors continued to refine, implement and validate this new business model after the
commencement of the Reorganization Cases. The new business model, which is centered on elevating the Debtors’
ability to bring fabric innovation and distinctive products to the market, consists primarily of the following four
components:

s continuing to build the Debtors’ successful Lees® Carpet Segment;

» expanding global sourcing partners and leveraging the Debtors’ styling and technology capabilities
internationally through the Debtors’ nondebtor subsidiary, Burlington WorldWide Limited, based in
Hong Kong;

s providing unsurpassed performance and fabric innovation through the advanced proprietary technology
developed by Nano-Tex; and

»  building upon and accelerating the manufacturing improvements in the Debtors’ North American
operations,

2002 Restructuring Initiative

In January 2002, the Debtors announced a comprehensive reorganization of their apparel fabrics and
internal furnishings group (the “2002 Restructuring™). Continued pressures from foreign imports coupled with
slowing and uncertain economic conditions made it necessary to reduce further U S. capacity. This reorganization
was part of the Debtors’ initiatives to refine and implement their new business model to betler serve their customers’
expanding needs in the global supply chain and restructure the Debtors through the Reorganization Cases.

The major components of the 2002 Restructuring are:

» unify sales and marketing — all apparel products wili be marketed and sold under one organization,
“Burlington WorldWide,” instead of Burlington’s previous divisional structure;
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» accelerate product sourcing — the Burlingion Companies intend to compliment the product offerings
of their manufacturing base with sourced products from mills located in other countries; many of these
products will be made by using technology licensed by Nano-Tex; Burlington Worldwide is putting in
place a coordinated network of domestic and international resources to enable the Burlington
Companies to offer a broader range of fabrics to their customers and deliver them to points of
assembly worldwide;

o rpationalize their manufacturing base — the Burlington Companies have reduced their U.S.
manufacturing base for apparel fabrics in response to slowing economic conditions and continued
import competition; this reorganization resulted in the sale or closing of four facilities, which included
Meount Holly, North Carolina; Stonewall, Mississippi; Halifax, Virginia; and Clarksville, Virginia;
additional capacity reductions oceurred at the Raeford, North Carolina plant, and company-wide
overhead reductions have taken place;

¢ during the June 2002 quarter, the Burlington Companies sold their bedding and window consumer
products business to Springs and entered into an agreement to supply jacquard and decorative fabrics
for certain of Springs’ home furnishing product lines; also the Burlington Companies sold certain
assets, inventory and intellectual properties of their upholstery fabrics business {o Tietex International
Ltd. (“Tietex™); these sales enable the Burlington Companies to focus their resources on growing their
interior fabrics business; and

* Burlington entered into an agreement with UPS in December 2002 whereby UPS will manage the
Burlington Companies’ global logistics needs and assist the Burlington Companies with domestic and
international transportation of products; as part of this agreement, the Burlington Companies will phase
out their trucking operations and transportation division; this transition was completed during the
March 2003 guarter.

The closings and overhead reductions cutlined above resulted in the elimination of approximately 4,550
jobs in the United States and 1,300 jobs in Mexico with severance benefits calculated for periods of up to six months
from the termination date, depending on the employee’s length of service, as approved by the Bankruptcy Court.

Sale of Window Treatment and Bedding Business

As part of the 2002 Restructuring, the Debtoss determined to exit the window treatment and bedding
segment of their interior furnishings operating segment. Following a Bankruptey Court-approved auction, on
May 14, 2002, the Bankruptcy Court approved the sale of certain assets of Burlington and substantially all of the
assets of Casa Burlmex, 5. A. de C.V,, a nondebtor affiliate of Burlington, to Springs for approximately 525 million
and the assumption of certain liabilities related to transferred assets. The sale was consummated on May 31, 2002,

Sale of Upholstery Fabrics Business

Also as part of the 2002 Restructuring, the Debtors determined to exit the business of manufacturing,
marketing and selling upholstery fabrics products for the home furnishings market. Burlington began marketing
these assets in December 2001 to potential Buyers. All of these assets were sold to Tietex for approximately
$9 million plus the assumption of certain liabilities pursuant to an asset purchase agreement dated May 30, 2002
following a Bankruptcy Court-approved auction. The transaction was approved by the Bankruptey Court on
May 31, 2002, and the sale was consummated on June 28, 2002

Worthless Security Deduction

As part of the 2002 Restructuring, Debtor Burlington Fabrics Inc. (“Burlington Fabrics™) terminated ifs
domestic denim manufacturing operations and closed its Stonewall, Mississippi and Mt. Holly, North Carolina
plants. In addition, Burlinglon Fabrics sold substantially all of its assets to Debtor Burlington Investment H Inc.
(“Burlington Investment II") in exchange for cash, which it transferred, along with its remaining assets, to an
irrevocable trust for the benefit of its creditors, in accordance with a motion filed August 8, 2002, and an order
entered by the Bankruptcy Court on August 29, 2002, approving such transactions. Immediately before and after the
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transactions, Burlinglon Fabrics was, and continues to be, insolvent. As Burlington Fabrics® sole shareholder,
Burtington claimed a worthless stock deduction {the “Deduction”) for the 2002 fiscal year of approximately

$318 million pursuant to section 165(g)(3) of the Tax Code and requested a tentative federal carryback adjustment
of the 2002 loss generated by the Deduction to offset income from the 1997 fiscal year and subsequent prepetition
taxable years to obtain a “quickie refund” under the five-year carryback rules of section 172(b){1){H) of the Tax
Code. The Deduction generated a tentative federal consolidated tax refund of approximately $33 million and a
consolidated net operating loss carryforward of approximately $225 million (subject to reduction to approximately
3215 million). Operating losses, taken together with the Deduction, have resulted in a tentative federal consolidated
tax refund for the 2002 fiscal year of approximately $61 million in total. The ability to use any consolidated net
operating losses in future years, however, is subject to being significantly reduced or eliminated by the applicable
iax laws as a result of the Plan transactions. See “Risk Factors — Risk Regarding Worthless Security Deduction”
and “Distributions Under the Plan — Disputed Claims; Reserve and Estimations — Funding of Claims Reserves.”

Management Changes

In connection with the 2002 Restructuring, Burlington named the following people to sentor management
positions:

Peter Liu President, Burlington WorldWide (based in Hong Kong)
Ken Kunberger President, Burlington WorldWide — North America
Joseph L. Gorga Executive Vice President, North America Operations
Jeff Peck Executive Vice President and General Manager,

Synthetic and Wool Products

Mike Moody Executive Vice President and General Manager, Cotton
Products
Tom Leonard Executive Vice President, Sales, Branded Apparel,

Uniform and Barrier Markets

Lou D’Lando Executive Vice President, Sales, New Business
Development, Retail and Activewear Markets

Rick Schneider Vice President, International Sales

Joel Futterman Executive Vice President, Product Development
George Edmunds Vice President, Operations —~ Burlington WorldWide
Nelson Bebo Executive Vice President and General Manager,

Activewear and Barrier Products

In addition, Burlington announced that Douglas J. McGregor would be retiring as President and Chief Operating
Officer as of December 31, 2002. Burlingion entered into the McGregor Agreement as of November 14, 2001,
which designated Mr. McGregor as President and chief restructuring officer during the Reorganization Cases. The
agreement had a term of one year and replaced Mr. McGregor’s prior employment agreement  This agreement
expired on November 14, 2002, but Mr. McGregor continued his duties as President and Chief Restructuring Officer
until December 31, 2002, Mr McGregor's annual salary remained at the then current level of §525,600. Under the
agreement, Mr. MeGregor was entitled to a payment of 51 million at the end of the term or earlier upon certain
termination events unless employment was terminated for cause. In lieu of this payment, the Bankruptcy Court
approved Mr. McGregor's participation in the Retention Incentive Plan and the Severance Plan. Under the
Retention Incentive Plan, the aggregate amount of payments to Mr. McGregor was §603,750. Mr. McGregor is not
entitled to receive any payments under the Severance Plan.
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The WLR Transaction
Plan Alternatives

Since the Petition Date, the Debtors have aggressively pursued their restructuring goals. These efforts have
included: (a) refining and implementing the Debtors’ new business modei and long-term strategic business plan;
(b) the 2002 Restructuring; (c) pursuing and completing sales of non-core assets in the Reorganization Cases;

(d) commencing, and making substantial progress on, an extensive review of their thousands of Executory Contracts
and Unexpired Leases; and {e) establishing a July 22, 2002 bar date for creditors to file Claims against the Debtors’
Estates and reviewing and reconciling the more than 3,700 Claims filed against or scheduled by the Debtors to date.

The Debtors also have worked diligently with their advisors and their key creditor constituencies to develop
a plan of reorganization incorporating the new business model and facilitating the Debtors’ emergence from
chapter 11. As part of these efforts, the Debtors and their advisors have analyzed the Deblors’ possible exit
strategies and pursued those strategies that would maximize value for the Estates. In particular: (a) at various times
since the Petition Date and on a more frequent basis since August 2002, the Debtors have pursued discussions with
the Prepetition Lenders and the Creditors’ Commitiee regarding potential exit strategies; (b) since August 2002, the
Debtors have pursued exit financing commitments from financial institutions to allow the Debitors to propose and
consummate a stand alone plan of reorganization; (c) in early December 2002, after being approached by Berkshire,
the Debtors pursued discussions and entered into 2 definitive stock purchase agreement with Berkshire regarding a
possible transaction that subsequently was terminated; {d} the Debtors reviewed proposals from WL Ross to assist in
the funding of a stand alone plan for the Debtors, which was presented to the Debtors as an alternative to a possible
transaction with Berkshire; (¢) since March 2003, the Debtors have coordinated with its Investment Bankers to,
among other things, identify and contact potential acquirors; (f) since March 2003, the Debtors have worked with
the Prepetition Lenders and the Creditors’ Committee to complete the auction process contemplated by the Modified
Bidding Procedures; and (g) on July 28, 2003, the Debtors held the Auction at which three Qualified Bidders
participated and at which WL Ross was selected as the Successful Bidder. The Debtors have pursued each of their
potential exit sirategies on parallel tracks to ensure that all viable alternatives for maximizing value for the Estates
are explored and the best alternative is implemented by the Debtors.

Despite their efforts, the Debtors have not been able to obtain an acceptable exit financing commitment and
do not see an opportunity for obtaining such a commitment in the near future in the current market. Accordingly,
the Debtors’ viable alternatives for emerging from chapter 11 consist of: (a) a stand alone plan funded by the
Debtors with or without the assisiance of a third party, converling a substantial portion of the Debtors” existing debt
into equity or (b) a plan funded through a Sale, providing all creditors with cash in exchange for their debt. Based
upon their review of current market conditions, the state of the textile industry, input from their advisors, certain tax
considerations relating to their restructuring alternatives, discussions with their key creditor constituencies and the
comfort of the “market check” of valuation provided by the Auction, the Debtors have determined, in an exercise of
their sound business judgment, that pursuing a Sale is the best alternative to facilitate the Debtors’ emergence from
chapter 1 1.

The Berkshire Agreement

On February 11, 2003, Burlington entered into a definitive agreement with Berkshire under which
Berkshire would acquire all of the newly issued, outstanding capital stock of Burlington in a transaction in which
Burlington would emerge from chapter 11, In connection with this proposed transaction, Burlington sought
Bankruptcy Court approval of certain auction procedures and the payment to Berkshire of a termination fee of §14.0
million in certain circumstances. On February 28, 2003, Berkshire terminated the agreement after the Bankruptey
Court did not approve the termination fee

The Modified Bidding Procedures

On April 4, 2003, the Bankruptey Court entered an amended consent order approving the Modified Bidding
Procedures, which established the mechanism for Buriington to solicit offers from potential purchasers for the Sale.
Qualified Bidders (as determined by Burlington) were required to submit bids to Burlington by the Bid Deadline.
Each bid (a “Qualified Bid) received from a Qualified Bidder was required to include, among other things:
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e anirrevocable offer by the Qualified Bidder to consummate a Sale as contemplated by the Form
Purchase Agreement marked to show those modifications proposed by the Qualified Bidder;

¢ acommitment that the offer will remain open until the confirmation of the Plan incorporating the bid
of a Successful Bid (as defined below);

+ evidence of a commitment for adequate financing necessary to consimmate a Sale,

* 3 commitment to submit a good faith deposit in the amount of $10 million in the case of a Stock
Transaction or a Whole Company Asset Transaction bid (or, in the case of a Partial Asset Transaction,
the pro rata portion of such amount based on the aggregate purchase price in a consortium) if selected
as the Successful Bid, and

« consideration comprised solely of cash and securities denominated in U.S. dollars only.
The Marketing Process and Auction

Pursuant to the Modified Bidding Procedures, Burlington’s Investment Bankers contacted 180 parties to
determine if they had an interest in purchasing Burlington. Of the parties contacted, 50 executed confidentiality
agreements and were determined to be Qualified Bidders for purposes of participating in the bidding process.
Burlington sent these 50 participating parties a confidential offering memorandum describing Burlington’s business
and proposed sale and a solicitation letter requesting a written, non-binding expression of interest on or before
May 2, 2003 in order to obtain further due diligence access,

The Investent Bankers received indications of interest from 15 parties who submitted a total of 17 written
expressions of interest. Of these expressions of interest, (a) three were for the entire Business (with values ranging
from $500 to $600 million), (b) six were for the Lees Business (with values ranging from $200 million to $3350
miilion), {c) three were for the Burlington House division only (with values ranging from 350-70 million), (d) one
was for the Burlington House and Apparel Fabrics divisions together (with values ranging from $150-200 million),
{e) one was for the Burlington Apparel Fabrics division only (with values ranging from $100-160 million) and
(f) two were for Burlington’s Penim business only (with vajues ranging from $40 million to $60 million). Having
submitted expressions of interest, the participating parties, in accordance with the Modified Bidding Procedures,
were invited to participate in due diligence investigations, including meetings with management and Burlington’s
financial and legal advisors, site visits and data room visils Fourteen parties conducted due diligence or requested
other information from Burlington during the second phase of the Auction

Beginning June 18, 2003, Burlington's legal and financial advisors distributed to bidders a bid instruction
letter and form acquisition documents pursuant to which Burlington would consider selling their business in a stock
or asset transaction to one or more purchasers. On July 2, 2003, the Investment Bankers informed the bidders that
the deadline for final bids would be July 18, 2003 and the Auction date would be July 28, 2003

On the July 18, 2003 bid deadline, Burlington received bids from five parties. The only bid to purchase
Burlington on an entire basis was from WL Ross, which bid was $605 million to purchase substantially all of the
Company’s assets. The remaining bids contemplated the purchase of individual divisions of the Company: (i) the
first bidder offered to purchase both the Lees division and the Burlington House division for a total of $330 million
(%290 million for Lees and $40 million for Burlington House); (ii) the second bidder offered to purchase the Denim
business, except for ceriain joint venture interests, for $58 million; (iii) the third bidder offered to purchase the
assets of the Lees Business only for $275 million; and (iv) the fourth bidder offered to purchase the Lees Business
only for §225 million.

The first bidder requested that the Company enter into an exclusivity agreement with it for the duration of
time necessary to complete its due diligence, expected to take about 21 business days. In addition, the bid for
Burlington House included in the first bidder’s bid was conditioned on the purchase of Lees, which was in turn
conditioned on financing. The second bidder and the third bidder also conditioned their bids on additional due
diligence, The fourth bidder's proposal, which requested exclusivity and was conditioned on financing and
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additional due diligence, consisted only of a letter and did not provide any definitive acquisition documentation
pursuant to which the fourth bidder would be willing to enter into a transaction.

During the period from July 19 1o July 23, 2003, Burlington’s financial and legal advisors engaged in
discussions with WL Ross and certain other bidders to obtain a better understanding of their bids and to encourage
them to increase the consideration in their proposals and eliminate closing conditions (which all bidders had added)
that went beyond those set forth in the Modified Bidding Procedures.

Burlington's Board of Directors met on July 23, 2003 to discuss the bids in detail. The Board of Directors
noted that the proposal from WL Ross was the only proposal that contemplated an acquisition of substantially all of
Burlington’s assets. WL Ross’ proposal did include other closing conditions that were not contemplated by the
Modified Bidding Procedures, including that Burlington obtain consents under all contracts to be assigned in the
transaction. The Board of Directors also noted that each of the other proposals contemplated either a condition for
additional due diligence or financing. The Board also considered potential alternatives o a sale of Burlington,
including a sale of Burlington’s Lees Business and a reorganization of its remaining businesses. At the July 23,
2003 meeting, the Board of Directors took no action with respect to any of the bids and instructed Burlington’s
management to continue to evaluate and pursue the Auction process.

Burlington, afier consulting with its advisors and the Creditors’ Committes’s and the Prepetition Lenders’
professionals, determined that four of the five Qualified Bidders’ bids were considered Qualified Bids. Thereafter,
Burlington and its advisors worked with the parties submitting Qualified Bids to understand and negotiate certain
improvements to the terms of each bid and reviewed these bids with the Creditors’ Committee’s and Prepetition
Lenders’ advisors,

On July 23 and 24, 2003, Burlington's legal and financial advisors engaged in extensive discussions with
representatives of WL Ross. In the discussions, WL Ross agreed, among other things, to increase the purchase price
to $608 million, subject to adjustment, and to remove some, but not all, of the additional closing conditions added by
WL Ross to Burlington’s proposed agreement.

On July 24, 2003, the Board of Directors met telephonically to discuss developments since the prior
meeting. At the meeting, Burlington’s legal and financial advisors explained the terms of the WL Ross proposal in
detail, compared the offer to the other bids received and reviewed a number of additional points, none of which was
believed to be material, that had not yet been settled with WL, Ross under the discussions to date. Following
extensive discussions in which the Board of Directors and its advisors considered, among other things, the detailed
terms of WL Ross’ proposal, modifications to the proposal resulting from the discussion to date and the impact of
the proposal on the various creditor constituents, and subject to the final approval by a special committee of outside
directors of any additionzl negotiated terms, the Board of Directors unanimously (a} determined that WL Ross’
proposal for substantially ail of Burlington’s assets should be designated as the highest or otherwise best bid (the
“Qpening Bid™) in the Auction, as permitted by the Modified Bidding Procedures, (b) authorized and approved the
WLR Purchase Agreement and the transactions contemplated thereby, and (¢) determined that the WLR Purchase
Apreement and the transactions contemplated thereby were in the best interests of Burlington’s creditor constituents
and recommended that holders of claims against or interests in Burlington and its Debtor subsidiaries vote to accept
the Plan providing for the transactions contemplated thereby.

For the rematnder of July 24 and the morning of July 25, 2003, management and Burlington’s legal and
financial advisors worked to finalize the WLR Purchase Agreement. Following the negotiations, management of the
Company discussed telephonically the status of the negotiations and the revised terms with the special conmmitiee.
At that meeting, the special committee concurred with the final revisions to the WL.R Purchase Agreement
Burlington thereafter entered into the WLR Purchase Agreement

Prior to the commencement of the Auction, Burlington notified all Qualified Bidders of the general terms
of the Opening Bid, and that bidding at the Auction would start at $617.08 million, consisting of the purchase price
stated in the Opening Bid ($608 million) plus the amount of a breakup fee payable to WLR in connection with a
termination of the WLR Purchase Agreement (56 08 million), plus the initial incremental bid of $3 .0 million.

On July 28, 2003, Burlington held the Auction. Representatives of Burlington, the Creditors’ Committee,
the Prepetition Lenders, WLR and two other Qualified Bidders attended the Auction.
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To commence the Auction, Burlington’s Investment Bankers asked for an initial bid of $617 08 million,
which would provide a net amount to Burlington of $611 million. One of the Qualified Bidders submitted such a
bid and WL Ross, in furn, submitted a bid of a net amount to Burlington of $614 million. The Qualified Bidder
submitting the initial bid at the Auction then requested time to consult with its advisors regarding the submission of
further bids. This Qualified Bidder did indicate a further bid, which after review was found to contain a number of
contingencies and financing conditions relating to changes both in Burlington’s and the Quaiified Bidder’s financial
performance, that Burlington, and the advisors to its primary creditor constituencies, found unacceptable

Immediately prior to the conclusion of the Auction, Burlington, in consultation with its advisors and the
Creditors” Committee’s and the Prepetition Lenders’ legal and financial advisors, reviewed each bid and identified
the Buyer’s bid as the highest or otherwise best offer in the Auction consistent with the Modified Bidding
Procedures (the “Successful Bid" with the Buyer being the “Successful Bidder”). In connection with WL Ross
being selected as the Successful Bidder, the WLR Purchase Agreement was amended pursuant to a letter agreement
between Burlington and the Buyer to allow for the negotiation of changes to the WLR Purchase Agreement that
would convert the transactions contemplated by the WLR Purchase Agreement into a Stock Transaction having the
same economic lerms, except that neither party will be required to agree to any changes that such party deems
adverse to it.

Burlington presented the results of the Auction to the Bankruptcy Court at a hearing on July 31, 2003, At
this hearing, Burlington requested that the Bankruptcy Court make certain findings regarding the Auction. The
Bankruptcy Court indicated that it generally approved of the Auction and the WLR Purchase Agreement, but it had
two concerns: (a) that the announced purchase price of $620.08 million contemplated a credit to the Buyer for its
breakup fee, and (b) that the WLR Purchase Agreement contained additional triggers for the payment of a breakup
fee that were not included in the Modified Bidding Procedures. On August 1, 2003, the Court entered an order
approving the Auction results and clarifying that the Purchase Price would be $614 million (with no reduction for
any breakup fee) and that no breakup fee would be paid to the Buyer under any circumstance.

In order to obtain the Buyer’s consent to the revised order approving the Auction (which removed all
triggers for the payment of a breakup fee), the top six members of Burlington's management team elected to and put
their own money at risk to ensure that Burlington did not lose the Buyer’s offer, which they believed to be in the
best interests of Burlingion’s estates, creditors, employees and general operations. Believing that any additional
delay in or uncerlainty regarding the resolution of Burlington’s chapter 11 cases could significantly impair the value
of Burlington, these six members of management have agreed to pay the amount of their respective Emergence
Bonuses that they actually receive under the Plan, net of any applicable taxes, to the Buyer, in the event that
Burlington closes an Alternative Transaction in consideration for the Buyer’s agreement to {a) accept the revised
order, (b) acknowledge that such order would be deemed to be the “Auction Approval Order” for all purposes under
the WILR Purchase Agreement, and (c) agree that the acknowledgements and agreements contained in clauses
(a) and (b) above may be relied on by Burlington. -

The WLR Purchase Agreement

Because WL Ross was selected as the Successful Bidder at the Auction, Burlington is filing this Disclosure
Statement with the Bankruptcy Court to request approval of the Disclosure Statement at a hearing scheduled for
August 25, 2003 at 2:00 p.m Eastern Time.

The Purchase Price under the WLR Purchase Agreement is 3614 million, subject to adjustments for
working capital and the underfunding of Burlington’s Retirement System. In addition, the Buyer or the Reorganized
Purchased Deblors, as applicable, will assume and satisfy in full all Assumed Liabilities. The Buyer or the
Reorganized Purchased Debtors, as applicable, will not assume the Excluded Liabilities, the Prepetition Bank
Claims, the 2002 7.25% Senior Notes and the 2027 7 25% Senior Notes, which, in the aggregate are estimated to be
approximately $805.0 million. All Excluded Liabilities will be satisfied by the Bil Distribution Trust

The WLR Purchase Agreement was {iled by Burlington with the SEC on July 30, 2003 under a Form &-K
The WLR Purchase Agreement contemplates that it will be implemented pursuant to the Plan.
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The material terms of the WLR Purchase Agreement,' as modified by the order approving the results of the

Auction, include:

Purchase of Burlington:

Purchase Price and
Adjustments:

Discharped Liabilities:

Operation of Burlington
Pending Closing:

The WLR Purchase Agreement provides for the sale to the Buyer of all of
Burlington’s assets except {a) those included in the Burlington Fabrics Irrevocable
Trust, {b) assets that were held for sale as of March 29, 2003, (c) rights in coniracts
not assumed by the Buyer, (d) preference and other causes of action not relating
exclusively to the conduct of the business, () Burlington’s rights under the WLR
Purchase Agreement, and (f) claims by Burlington under insurance policies or to
receive refunds for taxes paid by Burlington or a subsidiary (such purchased assets,
the “Purchased Assels™).

The WLR Purchase Agreement contemplates, but is not conditioned on, the
subsequent sale by the Buyer of the Lees Business to Mohawk.

At Buyer's request, Burlington will agree to negotiate changes to the WLR
Purchase Agreement that would convert the transactions contemplated by the WLR
Purchase Agreement into a Stock Transaction (including a transaction in which
Mohawk would purchase Burlington’s newly issued equity and sell the non-Lees
Business assets to the Buyer} having the same economic terms, except that neither
Buriington nor the Buyer will be required to agree to any changes that such party
deems to be adverse to it.

The Purchase Price for the Purchased Asseis will be $614 million.

The Purchase Price will be adjusted on an interim basis at the Closing to reflect the
estimated changes in the working capital from a benchmark amount of
{$76,262,000) (subject to further adjustment afier the Closing based on actual
working capital on the date of the Closing). The Purchase Price will also be
adjusted downward by $28.6 million plus 65% of any additional underfunding in
excess of $44 million of Burlington's Retirement System.

An escrow will be set up at the time of Closing to hold an amount equal to

$30.0 million (the “Escrow Ameount”). The Escrow Amount will secure any
possible working capital or Retirement Systermn underfunding adjustment in favor of
the Buyer or the Reorganized Purchased Debtors, as applicable.

The Buyer deposited $10 million with Burlington upon its selection as the
Successful Bidder at the conclusion of the Auction. This amount will either be
applied to the Purchase Price or returned to the Buyer upon termination of the
WLR Purchase Agreement (unless the Buyer is in breach of the WLR Purchase
Agreement at such time).

Upon the Closing, all labilities of the Debtors will be discharged by the Plan to the
fisll extent permitted under chapter 11, except as otherwise provided in the Plan or
the WLR Purchase Agreement

From the date of the WLR Purchase Agreement through the time of Closing {or
earlier termination), Burlington will be required to consult, or obtain the consent of,
the Buyer to certain actions and will be subject to certain restrictions on its
operations to ensure that Burlington continues to operate its business consistent
with past practices. Among other things, Burlington agreed to assume only certain
designated Executory Contracts or Unexpired Leases and generally to refrain from
selling assets, subject to certain specific exceptions,

This summary is provided for convenience only and is qualified in its entirety by the WLR Purchase Agreement, as
amended as a result of the Auction, which is attached as Exhibit V
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Termination:

Closing Conditions:

CLI-1106660vi(
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The WLR Purchase Agreement provides that it may be terminated by the mutual
agreement of Burlington and the Buyer.

The WLR Purchase Agreement also provides that it may also be terminated by
either Burlington or the Buyer if:

«  the Closing has not occurred by the date that is 270 days from the date of
the WLR Purchase Agreement, as long as the breach by the terminating
party has not caused the failure to close;

o  the other party has materially breached its representations, warranties or
covenants and the breach is not curable oy, if curable, has not been cured
within 15 business days after receipt of notice of the breach;

» g court {other than the Bankruptey Court) or other governmental
authority issues a final order or a law (other than the Bankruptcy Code)
is in effect that, in either case, materially restricts or prohibits the
transaction or makes it itlegal;

s the Bankruptcy Court issues a final order that materially restricts or
prohibits the transaction or makes it illegal;

»  gperson other than the Buyer is selected as having submitted the
Successful Bid in the Auction;

s the Banksuptcy Court confirms a plan of reorganization that does not
contemplate the transaction;

»  the Bankruptcy Court approves, or Burlington enters into, an agreement
for an alternative transaction providing for the purchase of 25% of
{a) Burlington’s consolidated assets (by book value) or (b) the
outstanding capital stock of or Secured Claims against Burlington or its
subsidiaries {an “Alternative Transaction™}; or

s onor before August 4, 2003, if the Bankruptey Court has not issued an
order {(a) approving the provisions of the WLR Purchase Agreement to
be performed by Burlington before the Closing; (b) approving the no-
shop obligations of Burlington described below, Burlington’s purchase
of a tail insurance policy for directors’ and officers’ liability insurance
coverage and the termination provisions; and (c) finding that Burlington
conducted the Auction and selected the Buyer as the Successful Bidder
and that the Auction was fair and constituted the highest and best offer
for the Business. WLR acknowledged that the Court’s August 1, 2003
order approving the Auction results constituted this order. See *— The
WLR Transaction — The Marketing Process and Auction.”

The closing of the transactions contemplated by the WLR Purchase Agreement is
subject to the following closing conditions:

s the receipt of required regulatory approvals, including the termination or
expiration of the waiting periods under the Hart-Scott-Rodino Act with
respect to the Buyer’s purchase and to Mohawk’s purchase of the Lees

Business;

s the entry by the Bankruptcy Court of the Confirmation Order providing
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for the transactions contemplated by the WLR Purchase Agreement and
the satisfaction of all conditions to the effectiveness of the Plan;

e there not having been a material adverse effect on Burlington or the Lees
Business;

e the receipt of consents to assignment under certain important Burlington
contracts;

¢ the delivery by Burlington of $128 million in cash, cash equivalents,
deposits and short-term investments at the Closing; and

» other customary conditions,

Ne Shop: After the date of the order approving the Auction, subject to certain exceptions,
Burlington is prohibited from taking, directly or indirectly, any action to solicit,
negotiate, assist or otherwise knowingly facilitate an Alternative Transaction.

Treatment of Pension and Benefit Plans and Employees

Pursuant to the terms of the WLR Purchase Apreement, the treatment of Burlington’s pension and benefits
plans and empioyees in the WLR Transaction is described below.

Treatment of Pension and Benefit Plans

Effective as of the earlier of immediately following the Closing or September 30, 2003, Burlington will
amend the following pension and employee benefit plans:

Retirement System. The Retirement System will be amended such that {a) no person who is not a
participant in the Retirement System as of the effective date of the amendment may thereafter become a
participant in the Retirement System, (b} no person who is a participant in the Retirement System after the
effective date of the amendment may thereafter make any further contribution to the Retirement System
and (c} benefit accruals under the Retirement System will cease to be effective no later than September 30,
2003 and thereafter no participant will earn any additional benefits under the terms of the Retirement
System; provided, however, that clause {(c} will not result in the reduction of the accrued benefit of any
participant under the Retirement System or in the altering of the method of calculating the lump sum
distributions under the Retirement System.

Early Retirees Health Care Plan  The Early Retirees Health Care Plan will be amended such that
{a) no person who is not a participant in the Early Retirees Health Care Plan as of the effective date of the
amendment may thereafter become a participant in the Early Retirees Health Care Plan, (b) no person who
is a participant in the Early Retirees Health Care Plan after the Effective Date of the amendment may
thereafter make any further contribution to the Early Retirees Health Care Plan (other than premiums) and
{(c) premiums paid by the participants under the Early Retirees Health Care Plan will be adjusted in
accordance with written instructions from the Buyer no earlier than the Closing Date or September 30,
2003

New Benefit Plans to Be Adopted by the Buyer or the Reorganized Purchased Debtors

Effective as of the Closing Date, the Buyer or the Reorganized Purchased Debtors, as applicable,
will adopt 2 new supplemental retirement plan (the “New SERFP”} and a new benefits equalization plan (the
“New Benefits Equalization Plan”) that will cover each Transferred Employee (as defined below under
— Treatment of Employees™) who has furnished Burlington with a written waiver of benefits under the
Pre-1999 SERP, the 1999 SERP and the Burkington Benefits Equalization Plan within 45 days of the
Closing. The New SERP and the New Benefits Equalization Plan will provide each such Transferred
Employee with vested benefits that are equivalent to the benefits each such employee had accrued and
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vested as of the Effective Date under the Pre-1999 SERP, the 1999 SERP and the Burlington Benefits
Equalization Plan and will recognize service with Burlington for all such purposes.

In addition, subject {o the consent of each Transferred Employee, Burlington will amend each
Split-Dollar Agreement between Burlington and such Transferred Employee to replace Burlington with the
Buyer or the Reorganized Purchased Debtors, as applicable, with respect to all rights and liabilities of
Burlington under such agreements.

Immediately following the Effective Date, the Buyer or the Reorganized Purchased Debtors, as applicable,
will be deemed to have reinstated, and agreed to assume and honor, or adopt those employee benefit plans listed on
Exhibit IV, In addition, for at least two years following the Closing, the Buyer or the Reorganized Purchased
Debtors, as applicable, will provide the Transferred Employees with compensation and benefits (including
severance) that are not less favorable, in the aggregate, than was received immediately prior to the WLR
Transaction.

With respect to each person that is not a Transferred Employee, the Buyer or the Reorganized Purchased
Debtors, as applicable, will not assume any liabilities with respect to the employment by Burlington of such person,
including any benefits such person may have under any Employment Agreement, the Pre-1999 SERP and the 1999
SERP. As a result, Burlington will treat all such agreements and obligations as Executory Contracts, and the
applicable Debtor will reject such contracts in accordance with Section 365 of the Bankruptcy Code.

See “Certain Prepetition Obligations — Pension and Benefit Plans and Agreements”
Treatinent of Employees

On the Effective Date, the Buyer or the Reorganized Purchased Debtors, as applicable, will offer to hire
cach employee primarily involved in the business acquired in the WLR Transaction (the employees who accept such
offer are referred to as the “Fransferred Employees™).

Treatment of Environmental Claims

All prepetition environmental Claims against the Debtors will be discharged under the Plan to the fullest
extent permissible by applicable law.

Interests of Directors and Executive Officers under the WLR Purchase Agreement and the Plan

Certain of Burlingion’s executive officers and employees pasticipate in the KERP that was implemented in
the Reorganization Cases. The KERP consists of two components, the Retention Incentive Plan and the Severance
Plan and certain executives and employees are entitled {o payments under the Emergence Bonus Plan.

The Emergence Bonus is payable upon the earlier to occur of {a) 90 days after the Effective Date and (b)
termination for any reason of the particular KERP Participant’s employment after the Effective Date. The amount
of the Emergence Bonus payable to seven of Burlingion’s executive officers is $665,000, and the amount payable to
two other executive officers is dependent upon the ultimate return to unsecured creditors. See “Operations During
the Reorganization Cases — Case Administration and Related Activities — Key Employee Retention Plan.” The
Debtors agreed to defer seeking Bankruptcy Court approval of the Emergence Bonus until the Plan confirmation
process. See also “~ The Marketing Process and Auction” for a description of the agreement certain KERP
Participants entered into regarding their Emergence Bonus in connection with the order approving the Auction,

The Retention Incentive Plan provides for Time-Based Payments and Performance-Based Payments. Five
Time-Based Payments have already been paid to exccutive officers in an aggregate amount of approximately $2.3
million. The sixth and final Time-Based Payment of approximately $559,500 in the aggregate is payable to (a) three
of Burlington's executive officers on October 1, 2003 if emergence has not occurred on or before that date and (b)
the other three executive officers upon emergence if emergence has not occurred on or before October 1, 2003, The
Performance Payments to executive officers, which were paid previously, aggregated approximately §1.1 million.
See “Operations During the Reorganization Cases — Case Administration and Related Activities — Key Employee
Retention Plan.”
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Under the Severance Plan, certain executive officers will be entitied to receive between 12 and 36 months
of severance depending on their seniority and if they were terminated following a “change of control” {defined
under the KERP as a sale or other disposition of assets and/or business units of Burlington representing 50% or more
of the preceding 12 months’ earnings before inlerest, taxes, depreciation, amostization and restructuring charges) or
if they voluntarily terminate for Good Reason (as defined in the KERP). If all executive officers are entitled to
receive their severance as a result of a change of control, the aggregate amount to be payable is estimated to be
approximately $11.1 million, plus the value of benefits during the severance period. See “Operations During the
Reorganization Cases — Case Administration and Related Activities — Key Employee Retention Plan.”

Certain executive officers also hold or will, at the Effective Date, hold unsecured and administrative claims
against the Estates with respect to Burlington’s SERP and Benefits Equalization Plan as a result of the treatment of
such plans under the WLR Purchase Agreement. See “Operations During the Reorganization Cases — The WLR
Transaction ~- Treatment of Pension and Benefit Plans and Employees.” The amount of such claims are expected
to be in the aggregate approximately $5.9 million in respect of the SERP and $675,500 in respect of the Benefits
Equalization Plan.

Prior to the Effective Date, Burlington will make arrangements to acquire for the benefit of its directors,
officers and employees, and prior to the Effective Date will fully pay for, insurance extending for a six-year period
for all directors and officers Hability, fiduciary (including ERISA) and errors and omissions insurance existing as of
the date of the WELR Purchase Agreement to the extent applicable to acts or omissions occurring in whole or in part
prior to the Effective Date. See also “General Information Concerning the Plan — Legal Effects of the Plan —
Releases, Indemnity and Related Injunction” and *“-- Limitation of Liability.”

RECOVERY ACTIONS

Introduction

A number of transactions may have occurred prior to the Petition Date that may have given rise to Claims
{collectively, “Recovery Actions™), including preference actions, fraudulent conveyance actions, rights of setoff and
other claims or causes of action under sections 510, 544, 547, 548, 549, 550 and 553 of the Bankruptcy Code and
other similar state law claims and causes of action.

Preference Claims

Under sections 547 and 550 of the Bankruptcy Code, a debtor may seek to avoid and recover certain
prepetition payments made by the debior to or for the benefit of a creditor in respect of an antecedent debt, if such
transfer (a) was made when the debtor was insolvent and (b) enabled the creditor to receive more than it would
receive in a hypothetical liquidation of the debtor in a chapter 7 where the transfer has not been made.  Transfers
made to a creditor that was an “ingider” of the debtor are subject to these provisions generally only if the payment
was made within one year prior to the debtor’s filing of a petition under chapter 11. Transfers made to a creditor
that was not an “insider” of the debtor are subject to these provisions generally only if the payment was made within
90 days prior {o the debtos’s filing of a petition under chapter 11. Under section 547, certain defenses, in addition to
the solvency of the debtor at the time of the transfer, are available to a creditor from which a preference recovery is
sought. Among other defenses, a debtor may not recover a payment to the extent such creditor subsequently gave
new value to the debtor on account of which the debtor did not make an otherwise unavoidable transfer to or for the
benefit of the creditor. A debtor may not recover a payment to the extent such payment was part of a substantially
contemporaneous exchange between the debtor and the creditor for new value given to the debtor. Further, a debtor
may not recover a payment if such payment was made in the ordinary course of business of both the debtor and the
creditor. The debtor has the initial burden of proof in demonstrating the existence of all the elements of a
preference, including its insolvency, at the time of the payment  The creditor has the initial burden of proof as to the
aforementioned defenses. All preference claims that the Debtors may have are being transferred to the Bl
Distribution Trust.
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Fraudulent Conveyance Actions

Generally, a conveyance or transfer is fraudulent if (a) it was made with the actual intent to hinder, delay or
defraud a creditor {i e, an intentional fraudulent conveyance} or (b){i) reasonably equivalent value was not received
by the transferee in exchange for the transfer and (if) the debtor was insolvent at the time of the transfer, was
rendered insolvent as a result of the transfer or was left with insufficient capitalization as a result of the transfer (i e,
a constructive fraodulent conveyance). Two primary sources of fraudulent conveyance law exist in a chapter 11
case.

The first is section 348 of the Bankruptcy Code, under which a debtor in possession or bankruptcy trustee
may avoid fraudulent transfers that were made or incurred on or within one year before the date that a bankruptey
case is filed.

The second source is section 544 of the Bankruptcy Code — the so-called “strong-arm provision” — under
which the debtor in possession (or creditors with bankruptey court permission) may look to state law to avoid
transfers as fraudulent. State fraudulent conveyance laws generally have statutes of Hmitations longer than one year
and are applicable in a bankruptcy proceeding pursuant to section 544 of the Bankruptcy Code if the statute of
limitations with respect to a transfer has not expired prior to the filing of the bankruptcy case. If such statute of
limitations has not expired, the debtor in possession (or creditors with bankruptcy court permission) may bring the
fraudulent conveyance claim within the time period permitted by section 546 of the Bankruptcy Code
notwithstanding whether the statiste of limitations period expires prior thereto. Generally, section 546 of the
Bankruptcy Code permits a state fraudulent conveyance action to be brought within the later of (a) two years after
the commencement of the bankrupicy proceeding or {b) one year after the appointment or election of a trustee for
the debtor if such appointment or election occurs within such two-year period.

The primary sources of applicable state fraudulent conveyance law are state enactments of the Uniform
Fraudulent Conveyance Act (“UFCA™} and the Uniform Fraudulent Transfer Act ("UFTA"). Asof May 2002,
enactments of the UFCA were effective in four states, and enactments of the UFTA were effective in 39 states and
the District of Columbia. Other states have enacted neither the UFCA nor the UFTA, but instead operate under
either a derivation of the English Statute of Elizabeth or some other fraudulent conveyance statute. Like section 548
of the Bankruptcy Code, under both the UFCA and the UFTA, a conveyance or transfer is generally fraudulent if:
(a) it was made with the actual intent to hinder, delay or defraud a creditor (i e, an intentional fraudulent
conveyance) or (b)(i) reasonably equivalent value was not received by the transferee in exchange for the transfer and
(ii) the debtor was insolvent at the time of the transfer, was rendered insolvent as a result of the transfer or was left
with insufficient capitalization as 4 result of the transfer (i ¢, a constructive fraudulent conveyance).

The Debtors currently are not aware of any transactions thit they can challenge as a fraudulent conveyance
under the Bankruptcy Code or applicable state law; nonetheless, any such claims, to the extent not released under
the Plan, will be transferred to the B} Distribution Trust.

Fiduciary Duties

The common law of Delaware provides a cause of action against officers and directors of a corporation
who breach their fiduciary duties to the corporation. The two primary fiduciary duties of officers and directors of
corporations are the duty of care and the duty of {oyalty.

The duty of care requires that officers and directors act in an informed manner, meaning that, prior to
making a business decision, the directors must have informed themselves of all material information reasonably
available to them, and, having been so informed, they must then act with requisite care in the discharge of their
duties. In turn, “requisite care’ has been defined as the care an ordinarily prudent person in a like position would
use under similar circumstances

The duty of loyalty requires that officers and directors act in good faith and in the good faith belief that the
action taken is in the best interests of the corporation

In a solvent corporation, these duties are generally owed exclusively to stockholders. In an insolvent or
near-insolvent corporation, most courts have held that these fiduciary duties may be owed to the corporation’s
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creditors, either in addition o or in Heu of its stockholders. In determining whether a corporation is solvent or
insolvent, courts generally look to two tests: the “balance sheet test” and the “equitly” or “cash-flow” test. The
balance sheet test inquires whether, both before and after the consumnmation of the challenged transaction, the fair
market value of the corporation’s liabililies exceeds the fair market value of its assets. In contrast, the “equity” or
“cash-flow” test inquires whether, both before and after the consummation of the challenged transaction, the
corporation was capable of paying its debts as they came due.

Generally, the business judgment rule shifts the burden of proof'in a breach of fiduciary duty action and
requires the plaintifi (o establish the breach by the officer or director; however, courts are divided as to whether this
protection applies to insolvent or near-insolvent corporations. In the event the business judgment rule is not
applicable, the officers and directors are required to prove the “entire fairness” of such transactions.

The Debtors are not aware of any transactions that could reasonably be said {o constitute a breach of
fiduciary duty by any of the Debtors’ current or former directors and officers. All such claims are being released by
the Debtors under the Plan and are not included in the defined term “Recovery Actions.”

RISK FACTORS

Holders of claims against the Debtors should read and consider carefully the factors set forth below, as well
as the other information set forth in this Disclosure Statement and the documents delivered together herewith or
incorporated by reference, prior to voting to accept or reject the Plan. These factors should not, however, be
regarded as constituting the only risks involved in connection with the Plan and its implementation.

Risk of Liquidation

If the Plan is not confirmed and consummated, there can be no assurance that the Reorganization Cases will
continue rather than be converted to chapter 7 liquidation cases or that any alternative plan of reorganization would
be on terms as favorable to holders of Claims as the terms of the Plan.

If a lquidation or protracted reorganization were to occur, the Distributions to holders of Allowed Claims
could be drastically reduced. Burlingion believes that, in a liquidation under chapter 7, holders of Allowed Claims
would receive substantially less because of the inability in a liquidation to realize the greater going-concern value of
the Debtors’ assets, as a whole. Even assuming that a trustee in a chapler 7 liquidation for the Debtors would be
authorized to operate the businesses of the Debtors while the trustee sought to seil it as a going-concern, Burlington
believes that the price realized by the chapter 7 trustee would be less than the aggregate Purchase Price because
potential buyers would view the Purchase Price as a ceiling on value rather than a fleor. In addition, administrative
expenses of a chapter 7 trustee and the trustee’s attorneys, accountants, and other Professionals would cause a
substantial erosion of the value of the Debtors” Estates. In addition, certain Claims would arise by reason of the
liguidation and from the rejection of Executory Contracts and Unexpired Leases (including Executory Contracts and
Unexpired lL.eases already assumed in the Reorganization Cases) in connection with the cessation of the Debtors’
operations.

Risk of Non-Confirmation of the Plan; Feasibility

Even if all impaired Classes of Claims and Interests accept or are deemed to have accepted the Pian, or,
with respect to a Class that rejects or is deemed to reject the Plan, the requirements for “cramdown” are met, the
Bankruptcy Court, which can exercise substantial discretion, may determine that the Plan does not meet the
reguirements for Confirmation under sections 1129(a) and (b) of the Bankruptcy Code. See “Voting and
Confirmation of the Plan - Acceptance or Cramdown.” Section 1129(a) of the Bankruptcy Code requires, among
other things, a demonstration that the confirmation of the Plan will not be followed by liquidation or need for further
financial reorganization of Burlington, except as contempliated by the Plan, and that the value of Distributions to
parties entitled to vote on the Plan who vote to reject the Plan not be less than the value of Distributions such
creditors and equity security holders would receive if Burlington were liquidated under chapter 7 of the Bankruptcy
Code. See “Voting and Confirmation of the Plan — Acceptance or Cramdown " Although Burlington believes that
the Plan will meet the requirements for Confirmation, there can be no assurance that the Bankruptcy Court will
reach the same conclusion.
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Non-Consensual Confirmation

If any impaired Class of Claims or Interests does not accept the Plan by the requisite statutory voting
thresholds provided in section 1126(c) or section 1126{d) of the Bankruptcy Code or is deemed to reject the Plan
pursuant to section 1126(f) or section 1126(g) of the Bankruptcy Code, as applicable, Burlington wiil (i) seek
Confirmation of the Plan from the Bankruptey Court by employing the “cramdown™ procedures set forth in
section 1129(b) of the Bankruptcy Code and/or (i1) modify the Plan in accordance with Section X1.C of the Plan,
In order to confirm the Plan under section 1129(h), the Bankruptcy Court must determine that, in addition to
satisfying all other requirements for Confirmation, the Plan “does not discriminate unfairly” and is “fair and
equitable” with respect to each impaired Class that has not accepted the Plan. See “Voting and Confirmation of the
Plan — Acceptance or Cramdown,” “Voting and Confirmation of the Plan - Modification or Revocation of the
Plan” and “Voting and Confirmation of the Plan — Best Interests Test; Liquidation Analysis

If the Bankruptcy Court determines that the Plan violates section 1129 of the Bankruptcy Code in any
manner, including, but not limited to, the cramdown requirements under section 1129(b} of the Bankruptcy Code,
Burlington reserves the right to amend the Plan in such manner so as to satisfy the requirements of section 1129 of
the Bankruptcy Code.

Risk of Non-Occurrence of Consummation of the Plan

Consummation of the Plan is conditioned upon, among other things, the Closing of the WLR Purchase
Agreement See “Operations During the Reorganization Cases — The WLR Transaction — The WLR Purchase
Agreement” There can be no assurance, however, that the WLR Purchase Agreement will close. Accordingly,
even if the Plan is confirmed by the Bankruptcy Court, there can be no assurance that the Plan or the WLR
Transaction will be consummated.

Risks of Closing of the WLR Purchase Agreement

The Closing under the WLR Purchase Agreement is a prerequisite for the Effective Date under the Plan
The WLR Purchase Agreement requires that the Closing must occur by no later than 270 days following the
execution date of the WLR Purchase Agreement.

In addition, there are a number of conditions to Closing that must be met beyond Confirmation of the Plan.
Among other things, Burlington must comply with the provisions of the WLR Purchase Agreement that require
preclosing covenants, Burlington must deliver $128 million in cash, cash equivalents, deposits and short-term
investments at the Closing and Burlington’s representations under the WLR Purchase Agreement will be required to
be materially true when made and as of the Closing. The Buyer also has the right not to close and to terminate the
WLR Purchase Agreement if there is a material adverse effect on the business, financial condition or results of
operations of the Burlington Companies (or Lees individually), measured from the date of the WLR Purchase
Agreement. 1t is also a condition to Closing that the necessary regulatory approvals for the WLR Transaction and
the sale of the Lees Business to Mohawk have been received. Burlington, the Buyer and Mohawk will file the
necessary requests for United States regulatory approval under the Hart-Scott-Rodino Act. See “Operations During
Reorganization Cases—The WLR Transaction—The WLR Purchase Agreement.”

Risk Regarding Worthless Security Deduction

Burlington claimed a worthless security deduction in 2002 that resulted in a tentative federal consolidated
tax refund of approximately $33 million and a consolidated NOL carryforward of approximately $225 million
(subject to reduction to approximately 5215 million), as discussed above under “Operations During the
Reorganization Cases -~ Postpetition Operations — Worthless Security Deduction.” It may be necessary to make
provision to cover any tax liability arising in connection therewith or from reliance thereon in the Administrative
Claims Reserve. While it may be possible to reduce the amount of cash that would otherwise have to be retained in
the Administrative Claims Reserve for tax liabilities by purchasing insurance, no binding commitment to provide
such insurance has been obtained and no assurances can be given that any such insurance will be forthcoming. See
“Distributions under the Plan — Disputed Claims; Reserve and Estimations — Funding of Claims Reserves ”
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GENERAL INFORMATION CONCERNING THE PLAN

Legal Effects of the Plan

Confirmation of the Plan and the occurrence of the Effective Date will result in the discharge of certain
Claims and Interests and the creation of related injunctions with respect thereto. Moreover, upon Confirmation and
the occurrence of the Effective Date, the Bl Distribution Trust will retain and may enforce the Recovery Actions.
These legal effects of the Plan are set forth in Article XI of the Plan and described below.

Discharge of Claims and Termination of Interests; Related Injunction

Except as provided in the Plan or in the Confirmation Order, the rights afforded under the Plan and the
treatment of Claims and Interests under the Plan will be in exchange for and in complete satisfaction, discharge and
release of all Claims and termination of all Interests arising on or before the Effective Date, including any interest
accrued on Claims from the Petition Date. Except as provided in the Plan or in the Confirmation Order,
Confirmation will, as of the Effective Date:

» discharge the Debtors from ali Claims or other debts that arose on or before the Effective Date, and all
debts of the kind specified in section 502(g), 502(h) or 502(i) of the Bankruptcy Code, whether or not
(a) a proof of Claim based on such debt is Filed or deemed Filed pursuant o section 501 of the
Bankrupicy Code, (b) a Claim based on such debt is allowed pursuant to section 502 of the Bankruptey
Code or (¢) the holder of a Claim based on such debt has accepted the Plan; and

e terminate all Interests and other rights of equity security holders in the Debtors.

In accordance with the foregoing, except as provided in the Plan or the Confirmation Order, the
Confirmation Order will be a judicial determination, as of the Effective Date, of a discharge of all such Claims and
other debts and Liabilities against the Debtors and a termination of all such Interests and other rights of equity
security holders in the Debtors, pursuant to sections 524 and 1141 of the Bankruptcy Code, and such discharge will
void any judgment obtained against a Debtor at any time, to the extent that such judgment relates to a discharged
Claim or terminated Interest.

Except as provided in the Plan or the Confirmation Order, as of the Effective Date, all entities that have
held, currently hold or may hold a Claim or other debt or liability that is discharged or an Interest or other right of an
equity security holder that is terminated pursuant to the terms of the Plan will be permanently enjoined from taking
any of the following actions on account of any such discharged Claims, debts or Liabilities or terminated Interests or
rights:

s commencing or continuing in any manner any action or other proceeding against the Debtors,
Reorganized Debtors, Estates, Bl Distribution Trust, Distribution Trust Representative or their
respective property, other than to enforce any right pursuant to the Plan to a Distribution;

s enforcing, attaching, collecting or recovering in any manner any judgment, award, decree or order
against Debtors, Reorganized Debtors, Estates, BI] Distribution Trust, Distribution Trust
Representative or their respective property, other than 1o enforce any right pursuant to the Planto a
Distribution;

»  creating, perfecting or enforcing any lien or encumbrance against the Debtors, Reorganized Debtors,
Estates, Bl Distribution Trust, Distribution Trust Representative or their respective property;

s asserting a setoff, right of subrogation or recoupment of any kind against any debt, liability or
obligation due 1o the Debtors, Reorganized Debtors, Estates, Bl Distribution Trust or Distribution
Trust Representative; and

» commencing or continuing any action, in any manner, in any place that does not comply with or is
inconsistent with the provisions of the Plan.
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As of the Effective Date, all entities that have held, currently hold or may hold any Liabilities that are
released pursuant to the Plan will be permanently enjoined from taking any of the following actions against any
released entity or its property on account of such released Liabilities:

e commencing or continuing in any manner any action or other proceeding;
« enforcing, attaching, collecting or recovering in any manner any judgment, award, decree or order;
¢ creating, perfecting or enforcing any lien or encumbrance;

»  asserting a setoff, right of subrogation or recoupment of any kind against any debt, liability or
obligation due to any released entity; and

* commencing or continuing any action, in any manner, in any place that does not comply with or is
inconsistent with the provisions of the Plan.

By accepting distributions pursuant to the Plan, each holder of an Allowed Claim receiving Distributions
pursuant to the Plan will be deemed to have specifically consented to the injunciions set forth in Section X1.B of the
Plan,

The classification and manner of satisfying all Claims and Interests under the Plan take into consideration
all subordination rights, whether arising under general principles of equitable subordination, contract, section 510(¢)
of the Bankruptey Code or otherwise, that a holder of a Claim or Interest may have against other Claim or Interest
holders with respect to any Distribution made pursuant to the Plan. All subordination rights that a holder of a Claim
may have with respect to any Distribution to be made pursuant to the Plan will be discharged and terminated, and all
actions related to the enforcement of such subordination rights will be permanently enjoined. Accordingly,
Distributions pursuant to the Plan to holders of AHowed Claims will not be subject to payment to a beneficiary of
such terminated subordination rights or to levy, garnishment, attachment or other legal process by a beneficiary of
such terminated subordination rights.

Pursuant to Bankrupicy Rule 9019 and in consideration for the Distributions and other benefits provided
under the Plan, the provisions of the Plan will constitute a good faith compromise and settlement of all claims or
controversies relating to the subordination rights that a holder of 2 Claim may have with respect to any Allowed
Claim or any Distribution to be made pursuant to the Plan on account of any Allowed Claim. The entry of the
Confirmation Order will constitute the Bankruptcy Court’s approval, as of the Effective Date, of the compromise or
settlement of all such claims or controversies and the Bankruptcy Cowrt’s finding that such compromise or
settlement is in the best interests of the Debtors, Reorganized Debtors, Estates and their respective property and
Claim and Interest holders and is fair, equitable and reasonable,

Notwithstanding the foregoing, the termination of subordination rights provided for in Section XI.C of the
Plan will not apply to Claims of transferees based upon transfers voided pursuant to the prosecution of the Recovery
Actions.

Term of Injunctions or Stays

Unless otherwise provided in the Plan or in the Confirmation Order, all injunctions or stays provided for in
the Reorganization Cases under section 1035 or 362 of the Bankruptcy Code or otherwise will remain in full force
and effect until the Effective Date. Nothing in Section X111.D of the Plan will limit or affect the injunctions or stays
imposed under the Plan or in the Confirmation Order on or after the Effective Date.

Preservation of Recovery Actions
Except as provided in the Plan, the Confirmation Order, the WL.R Purchase Agreement or any contract,

instrument, release or other agreement entered into or delivered in connection with the Plan, in accerdance with
section }123(b) of the Bankruptcy Code, after giving effect to the releases in Section IV ID. 3 of the Plan, any
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Recovery Action that any Debtor or Estate nay hold against any entity will be transferred to and vest in the Bli
Distribution Trust and may be pursued by the Distribution Trust Representative.

Releases, Indemnity and Related Injunction

Except as otherwise expressly set forth in the Plan, on and after the Effective Date, the Debtors and the
Reorganized Debtors are released from all Liabilities from the beginning of time. Without limiting any other
applicable provisions of or releases contained in the Plan, as of the Effective Date, the Debtors and the Reorganized
Debiors, on behalf of themselves and their affiliates, the Estates and their respective successors, assigns, and any and
all entities who may purport to claim by, through, for or because of them, including any person appeinted pursuant
to section 1123(b)(3) to pursue Recovery Actions, will forever release, waive and discharge all Liabilities that they
have, had or may have against any Released Party. A “Released Party” is any Debtor, any Reorganized Debtor, any
Estate, the Buyer, the BH Distribution Trust, the Distribution Trust Representative, any member of the Creditors’
Committee, any Prepetition Lender, or any DIP Lender and each of their respective present or former directoss,
officers, employees, partners, members, shareholders, attorneys, accountants, underwriters, investment bankers,
financial advisors and agents, acting in such capacity.

Without limiting any other applicable provisions of or releases contained in the Plan, as of the Effective
Date, in consideration for the obligations of the Debtors, Reorganized Debtars, the Buyer, BII Distribution Trust and
Distribution Trust Representative under the Plan and the WLR Purchase Agreement and the cash and other
contracts, instruments, releases, agreements or documents to be entered into or delivered in connection with the Plan
and the WLR Purchase Agreement, {(a) each hoider of a Claim or Interest that votes in favor of the Plan and (b) to
the fullest extent permissible under applicable law, as such law may be extended or interpreted subsequent to the
Effective Date, each entity that has held, holds or may hold a Claim or Interest or at any time was a creditor,
stockholder or other equity holder of any of the Debtors and that does not vote on the Plan or votes against the Plan
will be deemed to forever release, waive and discharge ail Liabilities in any way relating to a Debtor, the
Reorganization Cases, the Estates, the Plan, the Disclosure Statement, the WLR Purchase Agreement, the Modified
Bidding Procedures or the Auction that such entity has, had or may have against any Released Party (which release
will be in addition to the discharge of Claims and termination of Interests provided herein and under the
Confirmation Order and the Bankruptcy Code).

As further provided in Section X1.B of the Plan, the Confirmation Order will permanently enjoin the
commencement or prosecution by any entity, whether directly, derivatively or otherwise, of any Liabilities,
including any Liabilities against Released Parties, released pursuant to the Plan.

Nothing in the Plan will be deemed to release the parties to the WLR Purchase Agreement from the
obligations to perform any agreement or covenant in the WLR Purchase Agreement that calls for performance after
the Closing of the WLR Purchase Agreement.

Limitation of Liability

The Released Parties will neither have nor incur any liability to any entity for any act taken or omitted 1o be
taken in connection with or related to the consideration, formulation, preparation, dissemination, implementation,
Confirmation or consummation of the Plan, the Disclosure Statement, the WLR Purchase Agreement, the Modified
Bidding Procedures, the Auction or any alternative {ransaction or plan of reorganization proposed in connection with
the Reorganization Cases or any contract, instrument, release or other agreement or document created or entered
into, or any other act taken or omitted to be taken, in connection therewith; provided, however, that the foregoing
provisions of Section XI11.B.1 of the Plan will have no effect on: (a) the liability of any entity that would otherwise
result from the failure to perform or pay any obligation or liability under the Plan or any contract, instrument, release
or other agreement or document to be entered into or delivered in connection with the Plan, including the WLR
Purchase Agreement; or (b) the liability of any entity that would otherwise result from any such act or omission to
the extent that such act or omission is determined in a Final Order to have constituted gross negligence or willful
misconduct

Notwithstanding any other provision of the Plan, no holder of a Claim or Interest, no other party in interest,
none of their respective agents, employees, representatives, financial advisors, attorneys or affiliates, and no
successors or assigns of the foregoing, will have any right of action against any Released Party for any act or
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omission in connection with, relating to or arising out of the consideration, formulation, preparation, dissemination,
implementation, Confirmation or consummation of the Plan, the Disclosure Statement, the WLR Purchase
Agreement, the Modified Bidding Procedures, the Auction or any allernative transaction or plan of reorganization
proposed in connection with the Reorganization Cases or any contract, instrument, release or other agreement or
document created or entered into, or any other act taken or omiited {o be taken, in connection therewith, except for:
(a) the liability of any entity that would otherwise result from the failure to perform or pay any obligation or liability
under the Plan or any contract, instrument, release or other agreement or document to be eatered into or delivered in
connection with the Plan, including the WLR Purchase Agreement; or (b) the liability of any entity that would
otherwise result from any such act or omission to the extent that such act or omission is determined in a Final Order
to have constituted gross negligence or willful miscanduct.

Treatment of Existing Indemnification Obligations Under the Plan

Prior to the Effective Date, Burlington will make arrangements to acquire for the benefit of its directors,
officers and employees, and prior to the Effective Date will fully pay for, insurance extending for a six-year period
for all directors and officers liability, fiduciary (including ERISA) and errors and omissions insurance existing as of
the date of the WLR Purchase Agreement to the extent applicable to acts or omissions occurring in whole or in part
prior to or on the Effective Date.

The obligations of each Debtor to indemnify any person who, at any time prior to the Effective Date,
served as a director, officer or employee of such Debtor, which indemnity obligation arose by reason of such
person’s service in any such capacity or as a director, officer or employee of another corporation, partnership or
other legal entity, whether provided in the applicable certificates of incorporation, by-laws or similar constituent
documents, by statutory law or by written agreement, policies or procedures of or with such Debtor, will terminate
and be discharged pursuant to sections 502(e) and 1141 of the Bankruptcy Code or otherwise, as of the Effective
Dhate; provided, however, that, to the extent that such indemnification obligations no longer give rise to contingent
Claims that can be disallowed pursuant to section 502(e) of the Bankruptey Code, such indemnification obligations
will be deemed and treated as executory coniracts that are rejected by the applicable Debtor pursuant to the Plan and
section 365 of the Bankruptcy Code, as of the Effective Date, and any Claims arising from such indemnification
obligations (including any rejection damage claims) will be subject to the bar date provisions of the Plan

Executory Contracts and Unexpired Leases under the Plan
Executory Contracts and Unexpired Leases

Except as otherwise provided in the Plan, the WLR Purchase Agreement or any contract, instrument,
release or other agreement or document entered into in connection with the Plan, on the Effective Date, pursuant to
section 365 of the Bankruptcy Code, the applicable Debtor or Debtors will assume, or assume and assig, as
indicated, each of the Executory Contracts and Unexpired Leases listed on Exhibit V.A.1 to the Plan; provided,
however, that the Debiors and Reorganized Debtors reserve the right, at any time prior to 15 days after the Effective
Date, to amend Exhibit V A.1 10 the Plan to: (a) delete any Executory Contract or Unexpired Lease listed therein,
thus providing for its rejection pursuant to Section V.C of the Plan; or (b} add any Executory Contract or Unexpired
Lease thereto, thus providing for its assumption or assumption and assignment pursuant to Section V.A.1 of the
Pian. The Debtors or Reorganized Debtors, as applicable, will provide notice of any amendments to Exhibit V.A 1
to the Plan to the parties to the Exccutory Contracts or Unexpired Leases affected thereby and to the parties on the
then-applicable service list in the Reorganization Cases (including counsel to the Creditors’ Committee). Each
contract and lease listed on Exhibit V.A.1 to the Plan will be assumed only to the extent that any such contract or
lease constitutes an Executory Contract or Unexpired Lease. Listing a contract or lease on Exhibit V.A.1 to the Plan
will not constitute an admission by a Debtor, Reorganized Debtor or Distribution Trust Representative, as
applicable, that such contract or lease (inchuding any related assumed agreements as described in Sections A 107 or
V.A.2 of the Plan) is an Executory Contract or Unexpired Lease or that a Debtor, Reorganized Debtor, B
Distribution Trust or Distribution Trust Representative has any liability thereunder.

Fach Real Property Executory Contract and Unexpired Lease listed on Exhibit V. AT to the Plan will
include any modifications, amendments, supplements, restaiements or other agreements made directly or indirectly
by any agreement, instrument or other document that in any manner affects such contract or lease, irrespective of
whether such agreement, instrument or other document is listed on Exhibit V. A1 to the Plan, unless any such
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modification, amendment, supplement, restatement or other agreement is rejected pursuant to Section V.C of the
Plan and is listed on Exhibit V.C to the Plana.

As of the effective time of any applicable Restructuring Transaction, any Executory Contract or Unexpired
Lease (including any related agreements as described in Sections 1. A.107 and V. A2 of the Plan) to be held by
Reorganized Burlington, any Reorganized Debtor or another surviving, resulting or acquiring corporation in an
applicable Restructuring Transaction, will be deemed assigned to the applicable entity, pursuant to section 365 of
the Bankruptcy Code.

Subject to the rights of the Debtors and Reorganized Debtors to amend Exhibit V. A1 to the Plan, the
Confirmation Order will constitute an order of the Bankruptey Court approving the assumptions and the assumptions
and assignmenis described in Section V. A of the Plan, pursuant to section 365 of the Bankruptcy Code, as of the
Effective Date. An order of the Bankruptcy Court entered on or prior to the Confirmation Date wili specify the
procedures for providing to each party whose Executory Contract or Unexpired Lease is being assumed or assumed
and assigned pursuant to the Plan notice of: (a) the contract or lease being assumed or assumed and assigned, and if
assigned, the party that the contract or lease is being assigned to; (b) the Cure Amount Claim, if any, that the
applicable Debtor believes it would be obligated to pay in connection with such assumption; and (c} the procedures
for such party to object to the assumption or agsumption and assignment of the applicable contract or lease or the
amount of the proposed Cure Amount Claim. The Debtors and Reorganized Debtors reserve the right to delete an
Executory Contract or Unexpired L ease from Exhibit V. A1 to the Plan, thus providing for its rejection pursuant to
Section V.C of the Plan, at any time in response to an objection to the assumption or the assumption and assignment
of the applicable contract or lease or the amount of the proposed Cure Amount Claim.

To the extent that such Claims constitute monetary defaults, the Cure Amount Claims associated with each
Executory Contract and Unexpired Lease to be assumed pursuant to the Plan will be satisfied, pursuant to
section 365(b}(1) of the Bankruptcy Code, at the option of the Debtor or Reorganized Debtor assuming such
contract or lease or the assignee of such Debtor, if any: (a) by payment of the Cure Amount Claim in cash no later
than 20 days after the Effective Date; or (b) on such other terms as are agreed to by the parties to such Executory
Contract or Unexpired Lease. If there is a dispute regarding: (a) the amount of any Cure Amount Claim, (b) the
ability of the applicable Reorganized Debtor or any assignee to provide “adequate assurance of future performance”
(within the meaning of section 363 of the Bankruptey Code) under the contract or jease to be assumed or (¢) any
other maltter pertaining to assumption or assumption and assignment of such contract or lease, the payment of any
Cure Amount Claim required by section 365(b)(1) of the Bankruptcy Code will be made following the entry of a
Final Order resolving the dispute and approving the assumption. For assumptions of Executory Contracts or
Unexpired Leases between Debtors, the Reorganized Debtor assuming such contract may cure any monetary default
{(a) by treating such amount as either a direct or indirect contribution to capital or distribution {as appropriate) or (b)
through an intercompany account balance in lieu of payment in cash. In accordance with the WLR Purchase
Agreement, all Cure Amount Claims relating to such contracts and leases included in the Purchased Assets will be
assumed by the Buyer or the Reorganized Purchased Debtors, as applicable, and satisfied in full as set forth in the
Plan or as otherwise agreed o by the holders of such Claims and the Buyer or the Reorganized Purchased Debtors,
as applicable. The BII Distribution Trust shall have no liability for such Cure Amount Claims relating to contracts
or ieases assumed by the Reorganized Purchased Debtors or assumed and assigned to the Buyer.

On the Effective Date, except for an Executory Contract or Unexpired Lease that was previously assumed,
assumed and assigned or rejected by an order of the Bankruptcy Court or that is assumed pursuant to Section V A of
the Plan (including any related agreements assumed or assumed and assigned pursuant to Sections LA 107 and
V. A 2 of the Plan), each Executory Contract and Unexpired Lease entered into by a Debtor prior to the Petition Date
that has not previously expired or terminated pursuant to its own ternms will be rejected pursuant to section 365 of
the Bankruptey Code. The Executory Contracts and Unexpired Leases to be rejected will include the Executory
Contracts and Unexpired Leases listed on Exhibit V.C to the Plan. Each contract and lease listed on Exhibit V.C to
the Plan will be rejected only to the extent that any such contract or lease constitutes an Executory Contract or
Unexpired Lease. Listing a contract or lease on Exhibit V.C to the Plan will not constitute an admission by a
Debtor, Reorganized Debtor or Distribution Trust Representative that such contract or lease (including related
agreements as described in Section 1. AL 107 of the Plan) is an Executory Contract or Unexpired Lease or that a
Debtor, Reorganized Debtor, Bll Distribution Trust or Distribution Trust Representative has any liability thereunder.
Any Executory Contract and Unexpired Lease not listed on Exhibit V.A 1 to the Plan and not previously assumed,
assumed and assigned, or rejected by an order of the Bankruptcy Court will be deemed rejected irrespective of
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whether such contract is listed on Exhibit V C to the Plan. The Confirmation Order will constitute an order of the
Bankruptcy Court approving such rejections, pursuant to section 365 of the Bankruptcy Code, as of the Effective
Date. The BII Distribution Trust will pay any Claim arising from rejection of any contract,

Notwithstanding anything in the Bar Date Order to the contrary, if the rejection of an Executory Contract or
Unexpired Lease pursuant to Section V.C of the Plan gives rise to a Claim (including any Claims arising from those
indemnification obligations described in Section V.E of the Plan) by the other party or pasties to such centract or
lease, such Claim will be forever barred and wiil not be enforceable against the Debtors, Reorganized Debtors,
Estates, BIl Distribution Trust, Distribution Trust Representative, the Buyer, their respective successors or their
respective properties unless a proof of Claim is Filed and served on the Distribution Trust Representative, pursuant
to the procedures specified in the Confirmation Order and the notice of the entry of the Confirmation Order or
another order of the Bankruptcy Court, no later than 30 days after the Effective Date.

On the Effective Date, in accordance with Section [11.D.1 of the Plan, any Allowed Secondary Liability
Claim arising from or related to any Debtor’s joint or several liability for the obligations under or with respect to
(a) any Executory Contract or Unexpired Lease that is being assumed or deemed assumed by another Debtor or
(b) any Executory Contract or Unexpired Lease that is being assumed by and assigned to another Debtor will be
Reinstated. Accordingly, such Allowed Secondary Liability Claims will survive and be unaffected by entry of the
Confirmation Order.

Unless otherwise agreed to by the Debtor, the Reorganized Debtor or the Buyer and the nondebtor party to
such contract or lease, contracts and leases entered into after the Petition Date by any Debtor, including any
Executory Contracts and Unexpired Leases assumed by such Debtor, will be performed by the Debtor, Reorganized
Debtor or the Buyer, as applicable, liable thereunder, in accordance with the terms and conditions of such contracts
and leases, in the ordinary course of its business. Accordingly, such contracts and leases and other obligations
(including any assumed Executory Coniracts and Unexpired Leases) will survive and remain unaffected by entry of
the Confirmation Order.

Release of Liens

Except as otherwise provided in the Plan or in any contract, instrument, release or other agreement or
document entered into or delivered in connection with the Plan, on the Effective Date, all mortgages, deeds of trust,
liens or other security interests against the property of any Estate will be fully released and discharged, and all of the
right, title and interest of any holder of such mortgages, deeds of trust, liens or other security interests, including any
rights to any collateral thereunder, will revert to the applicable Reorganized Debtor and its successors and assigns
or, with respect to the Distribution Trust Assets, to the BII Distribution Trust

Means for Implementation of the Plan
Continued Corporate Existence and Vesting of Assets

Except as otherwise provided in the Plan (and subject to the Restructuring Transaction provisions of
Section IV B of the Plan), each Debtor will, as a2 Reorganized Debtor, continue to exist on and after the Effective
Date as a separate corporate entity, with ail the powers of a corporation, or limited liability company, as applicable,
under applicable law and without prejudice to any right to alier or terminate such existence {(whether by merger,
dissolution or otherwise) under applicable state law.

On the Effective Date, the Distribution Trust Assets will be transferred to and vest in the Bil Distribution
Trust, free and clear of all Claims, liens, charges, other encumbrances and Interests. Except as otherwise provided
in the Plan or the BII Distribution Trust Agreement, the Distribution Trust Representative may compromise or settie
any Claims without supervision or approval by the Bankruptcy Court and free of any restrictions of the Bankruptey
Code or Bankruptcy Rules and may pay the charges that it incurs on or after the Effective Date for professionals’
fees, disbursements, expenses or related support services (including fees relating to the preparation of Professional
fee applications) without application to the Bankruptey Court

Other than the Distribution Trust Assets and except as otherwise provided in the Plan or in the WLR
Purchase Agreement, as of the Effective Date, all property of the Debiors’ Estales will vest in the applicable
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Reorganized Debtor, free and clear of all Claims, liens, charges, other encumbrances and Interests. On and after the
Effective Date, each Reorganized Debtor may operate its businesses and may use, acquire and dispose of property
without supervision or approval by the Bankruptcy Court and free of any restrictions of the Bankruptcy Code or
Bankruptcy Rules. Without Jimiting the foregoing, each Reorganized Debtor may pay the charges that it incurs on
or afier the Effective Date for professionals” fees, disbursements, expenses or related support services without
application to the Bankruptcy Court.

The transfer of property of the Debtors’ Estates to the Buyer will occur, pursuant to the WLR Purchase
Agreement and sections 363, 1123(a) and 1 123(b) of the Bankruptcy Code, concurrently with the Effective Date.
Such property will be transferred to the Buyer free and clear of any and all Claims, liens, charges, other
encumbrances and Interests, pursuant to section 363(f) of the Bankruptcy Code and the Confirmation Order. As
soon as practicable after the Distribution Trust Representative has liquidated all of the Debtors’ property not
transferred to the Buyer and completed all Distributions provided for in the Plan, the Distribution Trust
Representative will effectuate the dissolution of any Reorganized Debtors whose New Common Stock or New
Subsidiary Equity Interests were not issued to the Buyer in accordance with the laws of its (or their respective)
jurisdiction.

Immediately after the Effective Date, all officers and directors of each of the Debtors shail be deemed to
have resigned. For any Reorganized Purchased Debtor, the initial officers and directors shall be the individuals
designated by the Buyer, to be effective as of the Effective Date. On the Effective Date, the Distribution Trust
Representative will become the sole director and officer of any Reorganized Debtor whose New Common Stock or
New Subsidiary Equity Interests are issued to the Bll Distribution Trust. The Distribution Trust Representative will
be authorized to execute, deliver, file or record any document or take any other action necessary or desirable to
implement the terms of the Plan.

Implementation of the WLR Purchase Agreement

Concurrently with the Effective Date, the Debtors or Reorganized Debiors, as applicable, Reosganized
Burlington will sell and transfer the Purchased Assets and New Subsidiary Equity Interests (or issue New Common
Stock, if applicable) to the Buyer in consideration for its payment of the Purchase Price to the BII Distribution Trust,
in cash, subject to adjustment in accordance with the WLR Purchase Agreement. The BII Distribution Trust will
use the Purchase Price and its other assets to fund all Distributions to be made by the BH Distribution Trust under
the Plan. The WLR Purchase Agreement and its terms are incorporated into and are made a part of the Plan. On or
after the Confirmation Date, the applicable Debtors, Reorganized Debtors or the Buyer may take such actions as are
consistent with the WLR Purchase Agreement and may be necessary or appropriate to effect the transactions
contemplated by the WLR Purchase Agreement, including: (a) the execution and delivery of appropriate
agreements or other documents containing terms that are consistent with the terms of the Plan, the WLR Purchase
Agreement and such other terms to which the applicable entities may agree; (b) the execution and delivery of
appropriate instruments of transfer, assignment, assumption or delegation of any asset, property, right, liability, duty
or obligation on terms consistent with the terms of the Plan, the WLR Purchase Agreement and such other terms to
which the applicable entities may agree; and (c) all other actions that the applicable entities determine to be
necessary or appropriate, including making filings or recordings that may be required by applicable state law in
connection with such transactions

Issuance of New Common Stock

On the Effective Date, Reorganized Burlington will be authorized to issue the New Common Stock. All
shares of New Common Stock will be issued either to the Buyer in accordance with the terms, and subject to the
conditions, of the WLR Purchase Agreement or to the BII Distribution Trust, if not issued to the Buyer There will
be no options of any kind outstanding with respect to capital stock of Reorganized Burlington.

Issuance of New Subsidiary Equity Interests

On the Effective Date, each of the Burlington Subsidiary Debtors will issue the New Subsidiary Equity
Interests, which will constitate all of the outstanding equity interests in such Burlington Subsidiary Debtor. All New
Subsidiary Equity Inferests will be issued either to the Buyer in accordance with the terms, and subject to the
conditions, of the WLR Purchase Agreement, or to the B Distribution Trust, if niot issued to the Buyer There will
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be no options of any kind outstanding with respect to any equity interests in any of the Burlington Subsidiary
Debiors.

BII Distribution Trust

Prior to the Effective Date, the Bl Distribution Trust will be established pursuant to the BH Distribution
Trust Agreement, for the purpose of liquidating the Distribution Trust Assets, resolving all Disputed Clatms and
making all Distributions to holders of Allowed Claims (other than the Assumed Liabilities) in accordance with the
terms of the Plan. On the Effective Date, the Distribution Trust Assets will be transferred to and vest in the Bll
Distribution Trust. Subject to and to the extent set forth in Section 1V.B 6 of the Plan and any other applicable
provision of the Plan, the Confirmation Order, the BII Distribution Trust Agreement or other agreement (or any
other order of the Bankruptcy Court entered pursuant to or in furtherance hereof), the Bl Distribution Trust (and the
Distribution Trust Representative on its behalf) will be empowered to: () effect all actions and execute all
agreements, instrzments and other documents necessary to implement the Plan and the WLR Purchase Agreement;
{(b) market, liquidate, sell, transfer or otherwise dispose of the Distribution Trust Assets; (c) make Distributions
contemplated by the Plan; (d) establish and administer any reserves with respect to Disputed Claims; (e) comply
with the Plan and with its obligations under the Plan; (f) object to Claims and resolve such objections as set forth in
Section VILA of the Flan; (g) employ professionals to represent it with respect to its responsibilities; (h) exercise
such other powers as may be vested in each of them or as deemed by each of them to be necessary and proper to
implement the provisions thereof; (i) liquidate any assets of any Reorganized Debtor whose New Common Stock or
New Subsidiary Equity Interests, as applicable, are issued to the BII Distribution Trust; and (j) dissolve any
Reorganized Debtor whose New Common Stock or New Subsidiary Equity Interests, as applicable, are issued to the
Bl Distribution Trust, as necessary and appropriate. The Bll Distribution Trust will be a “representative of the
estate” under section 1123(b){3}B) of the Bankruptcy Code

The Distribution Trust Representative will be appointed by the Creditors” Committee prior to the Effective
Date and will be the exclusive trusiee of the assets of the Bl Distribution Trust for purposes of 31 U.S.C. § 3713(b)
and 26 U.S.C. § 6012(b)(3), as well as the representative of the consolidated Estates of the Debtors appointed
pursuant to section 1123(b)(3}(B) of the Barkruptcy Code. Powers, rights, and responsibilities of the Distribution
Trust Representative will be specified in the BH Distribution Trust Agreement and will include the authority and
responsibility to: (a) receive, manage, invest, supervise, liquidate and protect the Distribution Trust Assets; (b} pay
taxes or other obligations incurred by the trust; (¢) retain and compensate, without further order of the Bankruptcy
Court, the services of professionals o advise and assist in the administration, prosecution and Distribution of the
Distribution Trust Assets; (d) calculate and implement Distributions of the Distribution Trust Assets; (e} prosecuie
compromise and settle in accordance with the specified lerms of the Plan and the BII Distribution Trust Agreement
all Disputed Claims; (f) liquidate any assets of any Reorganized Debtor whose New Common Stock or New
Subsidiary Equity Interests, as applicable, are issued to the BIl Distribution Trust; and (g) dissolve any Reorganized
Debtor whose New Common Stock or New Subsidiary Equity Interests, as applicable, are issued to the Bl
Distribution Trust, as necessary and appropriate. Other rights and duties of the Distribution Trust Representative
and the beneficiaries will be as set forth in the Bl Distribution Trust Agreement. The Distribution Trust
Representative will liquidate the Distribution Trust Assets in accordance with the applicable provisions of the BIl
Distribution Trust Agreement.

The BH Distribution Trust Agreement may include reasonable and customary indemnification provisions
that are acceptable to the Creditors’ Committee  Any such indemnification will be the sole responsibility of the BII
Distribution Trust

The BII Distribution Trust is generally intended to be treated for federal income tax purposes as a
liquidating trust for the benefit of creditors within the meaning of Treasury Regulations section 301.7701-4(d);
accordingly, the distribution to the BI] Distribution Trust in respect of holders of Allowed Claims will be treated for
all purposes of the Tax Code as a transfer of such distribution to the creditors who are the beneficiaries of the Bl
Distribution Trust, and a transfer by the beneficiary-creditors to the BII Distribution Trust, who will be treated as the
grantors and deemed owners of the Bl Distribution Trust. The Distribution Trust Representative will be required
by the Bll Distribution Trust Agreement to file federal tax returns for the BII Distribution Trust as a grantor trust
{(and/or a disputed ownership fund with respect to the Unsecured Claims Reserve and the Administrative Claims
Reserve) pursuant to applicable Treasury Regulations, and any income of the BII Distribution Trust will be treated
as subject to tax on a current bagis. The B Distribution Trust Agreement will provide that the Distribution Trust
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Representative may pay such taxes on behaif of the beneficiary-creditors from Distribution Trust Assets. In
addition, the B Distribution Trust Agreement will require consistent valuation of the property distributed to the Bl}
Distribution Trust by the Distribution Trust Representative and the beneficiary-creditors for all federal income tax
purposes. The BH Distribution Trust Agreement will provide that the sole purpose of the BII Distribution Trust will
be to liquidate and distribute (including objecting to Claims and determining the proper recipients and amounts of
Distributions to be made from the BlI Distribution Trust, including the Unsecured Claims Reserve and the
Administrative Claims Reserve) the assets transferred to it for the benefit of the beneficiary-creditors who will be
determined to hold Allowed Claims as expeditiously as reasonably possible, dissolve any of the Debtors and
Burlington's nondebtor subsidiaries which remain in existence after the Effective Date and which are not sold in the
WILR Transaction once their continued existence is no longer necessary, not to engage in any trade or business, and
to terminate upon the completion of such Hquidation and distribution. The Bl Distribution Trust Agreement will
provide that such termination will occur no later than five years after the Effective Date, uniess the Bankruptcy
Court will approve an extension based upon a finding that such an extension is necessary for the Bl Distribution
Trust to complete its claims resolution and liquidating purpose. The BII Distribution Trust Agreement will also
fimit the investrnent powers of the Distribution Trust Representative in accordance with IRS Rev. Proc. 94-45 and
will require the BH Distribution Trust to distribute at east annually to the beneficiary-creditors (as such may have
been determined at such time) its net income (net of any taxes paid on behalf of the beneficiary-creditors), except for
amournts retained as reasonably necessary to maintain the value of the Distribution Trust Assets or to meet claims
and contingent Liabilities (including Disputed Claims).

Transfer of Assets from the Burlington Fabrics Irrevocable Trust

On the Petition Date, various creditors asserted Claims against Burlington Fabrics, including the Prepetition
Lenders, Burlington Investment and various trade creditors. The Claims of the Prepetition Lenders were secured by,
among other things, a pledge of substantially all of Burlington Fabrics™ assets. Pursuant to orders of the Bankruptcy
Court, Burlingion Fabrics sold substantially all of its agsets, and the proceeds of these sales and Burlington Fabrics’
other remaining assets were transferred to the Burlington Fabries Irrevocable Trust. Also pursuant to these orders,
the liens, Claims and other interests of the Prepetition Lenders, Burlington Investment and the other creditors of
Burlington Fabrics attached to the sale proceeds that were transferred to the Burlington Fabrics Irrevocable Trust.

On the Effective Date, the funds held in the Burlington Fabrics Irrevocable Trust, after the payment of or
reserve for any unpaid expenses of the Burlington Fabrics Trustee under the Burlington Fabrics Trust Agreement,
will be transferred to the BII Distribution Trust for Distribution to the creditors of Burlington Fabrics pursuant to
Article VI of the Plan. Upon such transfer to the Bl Distribution Trust, the obligations of the Burlington Fabrics
Irrevocable Trust and the Burlington Fabrics Trustee to pay the Claims of Burlington Fabrics’ ereditors wili be
discharged in full, and all such Claims will be transferred to the BH Distribution Trust and will be paid by the Bli
Distribution Trust under the Plan.

The Distributions of the proceeds of the Burlington Fabrics lrrevocable Trust by the BI Distribution Trust
and the Distribution Trust Representative in accordance with the Plan will be Distributions to satisfy in full and
discharge the Claims asserted against Burlington Fabrics as of the Petition Date, including the Claims of the
Prepetition Lenders. As a result of the substantive consolidation of the Debtors’ Estates pursuant to Article VHI of
the Plan, Distributions that otherwise would have been made from the Burlington Fabrics Irrevocable Trust to
Burlington Investment on account of its Claim against Burlington Fabrics will be deemed to have been made to the
creditors of Burlington Investment, including the Prepetition Lenders.

The Burlington Fabrics Trustee may take such actions as may be necessary or appropriate to transfer the
funds held in the Burlington Fabrics Irrevocable Trust to the BII Distribution Trust pursuant to Section IV .B.7 ¢ of
the Plan and to liquidate and close out the Burlington Fabrics Irrevocable Trust in accordance with the Burlington
Fabrics Trust Agreement. The Burlington Fabrics Trustee and the Distribution Trust Representative may take such
actions and enter into such agreements as may be necessary or appropriate to implement the provisions of
Section IV B.7 of the Plan and terminate the Burlington Fabrics Trust Agreement.
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Substantive Consolidation

Pursuant to the Confirmation Order, the Bankruptcy Court will approve the substantive consolidation of the
Debtors solely for the purpose of implementing the Plan, including for purposes of voting, Confirmation and
Distributions to be made under the Plan. Pursuant to such order:

o  all assets and Liabilities of the Debtors will be deemed merged;

+ all guarantees by one Debtor of the obligations of any other Debtor will be deemed eliminated so that
any Claim against any Debtor and any guarantee thereof executed by any other Debtor and any joint or
several liability of any of the Debtors will be deemed to be one obligation of the consolidated Debtors;
and

» each and every Claim filed or to be filed in the Reorganization Case of any of the Debtors will be
deemed filed against the consolidated Debtors and will be deemed to be one Claim against and a single
obligation of the consolidated Debtors.

Such substantive consolidation {other than for the purposes of implementing the Plan) will not affect:

s the legal and corporate structures of the Reorganized Debtors, subject to the right of the Debtors or
Reorganized Debtors to affect restructurings as provided in Section V. B of the Plan;

s pre- and post-Effective Date guarantees that are required to be maintained (a) in connection with
contracts or leases that were entered inlo during the Reorganization Cases or Executory Contracts and
Unexpired Leases that have been or will be assumed or (b) pursuant to the Plan; and

e the revesting of assets in the separate Reorganized Debtors, the Bll Distribution Trust or the Buyer,
pursuant to Section IV.A of the Plan

The Plan will serve as a motion seeking entry of an order substantively consolidating the Debtors, as
described in and to the limited extent set forth in Section VIILA of the Plan. Unless an objection to such substantive
consolidation is made in writing by any creditor affected by the Plan, Filed with the Bankruptey Court and served on
the parties lsted in Section X1 K of the Plan on or before five days before the Voting Deadline, or such other date
as may be fixed by the Bankruptcy Court, the substantive consolidation order {which may be the Confirmation
Order) may be entered by the Bankruptcy Court. In the event any such objections are timely Filed, a hearing with
respect thereto will occur at the Confirmation Hearing, Notwithstanding such provision, nothing in the Plan will
affect the obligation of each and every Debtor to pay quarterly fees to the Office of the United States Trustee in
accordance with 28 U.S.C. § 1930.

Substantive consplidation is an equitable remedy in bankruptcy, which results in the pooling of the assets
and liabilities of a debtor and one or more other debtors solely for purposes of the bankruptcy case, including for
purposes of distributions to creditors and voting on and treatment under a plan of reorganization. There are no
definitive rules as to when substantive consolidation will be ordered. Tactors relied upon by Bankruptey Courts in
approving a substantive consolidation have included (a) whether the debtors are interrelated entities operating under
a common parent for tax and business purposes, (b) whether creditors have dealt with the debtors as a single
economic unit, {¢) the absence of substantial prejudice to particular creditors arising from a substantive
consolidation, (d) whether corporate formalities have been followed, (e} whether assets and records have not been
kept separate, {f) whether there are intercompany guarantees of loans and other matters and (g) whether a
consolidation will benefit all creditors. No single factor is determinative. The Debtors believe that these factors
support a substantive consolidation of the Debtors under the current circumstances. No assurance can be given,
however, that the Bankruptey Court will approve the proposed substantive consolidation of the Debtors.

There are several factors that support the proposed substantive consolidation of the Debtors’ estate under
the Plan. First, all of the Debtors are interrelated companies operating under Burlington as their ultimate parent for
Tax and business purposes. Second, each of the Debtors is a guarantor of the debt owed to the Prepetition Lenders
and each of the Debtors’ assets have been pledged to secure Burlington’s obiigations to the Prepstition Lenders. As
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of the Petition Date, the Prepetition Lenders asserted secured Claims in excess of $472.1 million, plus related fees
and interest, against the Debtors. Moreover, pursuant to the Bankruptcy Court’s order approving the DIP Credit
Agreement, the Bankruptcy Court found that the Prepetition Lenders have allowed, perfected, secured Claims
apainst all of the Debtors” Estates. As a result, the unsecured Claims and Interests asserted against each of the
Debtors are subordinate to the Claims of the Prepetition Lenders and, under the priority rules of the Bankruptey
Code, can only be paid after the Claims of the Prepetition Lenders are satisfied in full. Finally, the Debtors’
respective creditors will not be prejudiced by substantive consolidation under the Plan. To the contrary, absent the
WLR Transaction, which provides sufficient value to satisfy the Claims of the Prepetition Lenders included in Class
3, the value of each of the Debtors’ assets would go first to pay the Claims of the Prepetition Lenders. Although the
value of assets (including the subrogation claims among the Debtors) that would be left to satisfy the Claims of other
creditors would vary by Debtor, the Debtors do not believe that any such creditors would receive more than the
Distributions proposed for such creditors under the Plan. In fact, it is likely that Distributions to these unsecured
creditors would be significantly less. Accordingly, the Debtors believe that the substantive consolidation of their
estates, as provided in Article VIII of the Plan, is in the best interest of their respective Estates and creditors.

DISTRIBUTIONS UNDER THE PLAN

General

Except as otherwise provided in Article VI of the Plan, Distributions of cash te be made on the Effective
Date to holders of Claims that are allowed as of the Effective Date will be deemed made on the Effective Date if
made on the Effective Date or as promptly thereafier as practicable, but in any event no later than: (a) 60 days after
the Effective Date or (b) such later date when the applicable conditions of Section V B of the Plan (regarding cure
payments for Executory Contracts and Unexpired Leases being assumed), Section VI.G.2 of the Plan (regarding
undeliverable Distributions) or Section V1.K of the Plan (regarding surrender of cancelled instruments and
securities) are satisfied. No Distributions shall be made under the Plan until after (i) the date of the Administrative
Claims Bar DPate and {2) the establishment of any necessary Administrative Claims Reserve. Distributions on
account of Claims that become Allowed Claims after the Effective Date will be made pursuant to Sections VI.J and
VIL.C of the Plan.

Methods of Distributions

The method of distributing the consideration provided for in the Plan is set forth in Sections VI B, V1 C and
VLE of the Plan and summarized below.

Distributions to Holders of Allowed Claims

Except as provided in Section VI B of the Plan, the Distribution Trust Representative, or such Third Party
Disbursing Agents as designated by the Plan or the Distribution Trust Representative, will make all Distributions
required under the Plan. The Buyer or Reorganized Purchased Debtors, as applicable, shall make alil Distributions to
holders of the Assumed Liabilities, including those Administrative Claims identified in Section 1II.A.1 ¢ of the Plan.
in addition, pursuant to Section 111.A. 1.d of the Plan, the Buyer or Reorganized Purchased Debtors, as applicable,
shall have the sole obligation to cause replacement letters of credit to be issued to each holder of a letter of credit
issued under the DIP Credit Agreement and Burlington’s outstanding surety bonds, in each case relating to the
Business, including any replacements thereof and any other letters of credit issued under the DIP Credit Agreement
and surety bonds arising in the ordinary course of the Business subsequent to the date of the Purchase Agreement
Fach Disbursing Agent will serve without bond, and any Disbursing Agent may employ or contract with other
entities to assist in or make the Distributions required by the Plan. With respect to Class 3 Claims, JPMorgan Chase
Bank, in its capacity as administrative agent for the Prepetition Lenders, will act as Disbursing Agent. With respect
to Old Senior Note Claims, the Indenture Trustee will act as Disbursing Agent.

Compensarion and Reimbursement for Services Related to Distributions
FEach Third Party Disbursing Agent providing services related to Distributions pursuant to the Plan (other

than JPMorzan Chase Bank and the Indenture Trustee) will receive from the BIl Distribution Trust, without further
Bankruptcy Court approval, reasonable compensation for such services and reimbursement of reasonable
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out-of-pocket expenses incurred in connection with such services. These payments will be made on terms agreed to
with the Distribution Trust Representative.

Delivery of Distributions in General

Except as provided below for Distributions to holders of Old Senior Note Claims, Distributions to holders
of Allowed Claims will be made by a Disbursing Agent: (a) at the addresses set forth on the respective proofs of
Claim Filed by holders of such Claims; (b) at the addresses set forth in any written certification of address change
delivered to the Disbursing Agent (including pursuant to a letler of transmittal delivered to a Disbursing Agent) afler
the date of Filing of any related proof of Claim; or (c) at the addresses reflected in the applicable Debtor’s Schedules
if no proof of Clain has been Filed and the Disbursing Agent has not received a written notice of a change of
address

Special Provisions for Distributions to Holders of Old Senior Note Claims

Subject to the requirements of Section VI.K of the Plan, Distributions to holders of Allowed Old Senior
Note Claims will be made by the applicable Disbursing Agent to the record holders of the Old Senior Notes as of the
Distribution Record Date, as identified on a record holder register prepared by the Indenture Trustee. The record
holder register (a) will provide the name, address and holdings of each respective registered holder of Qld Senior
Notes, as of the Distribution Record Date, and (b) must be consistent with the Indenture Trustee’s Allowed proof of
Claim. Each entry on the applicable record holder register will be treated as an Allowed Class 4 Claim for purposes
of Distributions made pursuant to Article V1 of the Plan

Undeliverable or Unclaimed Distributions

1f any Distribution to a holder of an Allowed Claim is returned to a Disbursing Agent as undeliverable, no
further Distributions will be made to such holder unless and until the applicable Disbursing Agent is notified by
written certification of such holder’s then-current address. Subject to Section VI.G.2 ¢ of the Plan {regarding the
failure to claim undeliverable Distributions), undeliverable Distributions will remain in the possession of the
applicable Disbursing Agent until such time as a Distribution becomes deliverable. Undeliverable cash will be held
in segregated bank accounts in the name of the applicable Disbursing Agent for the benefit of the potential claimants
of such funds. Any Disbursing Agent holding undetiverable cash will invest such cash in a manner consistent with
the BII Distribution Trust’s investment and deposit guidelines,

On each Quarterly Distribution Date, the applicable Disbursing Agents will make all Distributions that
become deliverable to holders of Allowed Claims during the preceding calendar quarter. Each such Distribution
will include, to the extent applicable, a Pro Rata share of the Cash Investment Yield from the investment of any
undeliverable cash from the date that such Distribution would have first been due had it then been deliverable to the
date that such Distribution becomes deliverable.

Any holder of an Allowed Claim that does not assert a claim pursuant to the Plan for an undeliverable
Distribution to be made by a Disbursing Agent within two years afler the laier of (a) the Effective Date and (b) the
last date on which a Distribution was deliverable to such holder will have its claim for such undeliverable
Distribution discharged and will be forever barred from asserting any such claim against the Debtors, Reorganized
Debtors, Estates, BII Distribution Trust, Distribution Trust Representative or Distribution Trust Assels. In such
cases, unclaimed cash will become propenty of the BII Distribution Trust, free of any restrictions thereon, and any
such cash held by a Third Party Disbursing Agent will be returned to the BlI Distribution Trust. Nothing contained
in the Plan will require any Debtor, Reorganized Debtor, Disbursing Agent or the Bl Distribution Trust to attempt
to locate any holder of an Allowed Claim.

Distributien Record Date

A Disbursing Agent will have no obligation to recognize the transfer of, or the sale of any participation in,
any Allowed Claim that occurs after the close of business on the Distribution Record Date and will be entitled for all
purposes under the Plan to recognize and make Distributions only to those holders of Allowed Claims that are
holders of such Claims, or participants therein, as of the close of business on the Distribution Record Date. As of
the close of business on the Distribution Record Date, the transfer registers for the Old Senior Notes, as maintained
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by the Debtors or the Indenture Trustee, will be closed The applicable Disbursing Agent will have no obligation to
recognize the transfer or sale of any Old Senior Note Claim that occurs after the close of business on the
Distribution Record Date and will be entitled for all purposes under the Plan to recognize and make Distributions
only to those holders of Old Senior Note Claims who are holders of such Claims as of the close of business on the
Distribution Record Date. Except as otherwise provided in a Final Order of the Bankruptcy Court, the transferees of
Claims in Class 4 that are transferred pursuant to Bankruptey Rule 3001 on or prior to the Distribution Record Date
will be treated as the holders of such Claims for all purposes, notwithstanding that any period provided by
Bankruptcy Rule 3001 for objecting to such transfer has not expired by the Distribution Record Date

Means of Cash Payments

Except as otherwise specified in the Plan, cash payments made pursuant to the Plan will be in U.S. currency
by checks drawn on a domestic bank selected by the applicable Disbursing Agent or, at the option of the applicable
Disbussing Agent, by wire transfer from a domestic bank; provided, however, that cash payments to foreign holders
of Allowed Trade Claims may be made, at the option of the applicable Disbursing Agent, in such funds and by such
means as are necessary of customary in a particular foreign jurisdiction.

Timing and Calculation of Amounts to Be Distributed

On the Effective Date, each holder of an Allowed Claim in a Class other than Class 4 will receive the full
amount of the Distributions that the Plan provides for Allowed Claims in the applicable Class. On each Quarterty
Distribution Date, Distributions also will be made, pursuant to Section VII.C of the Plan, to hoelders of Disputed
Claims in any such Class that were allowed during the preceding calendar quarter. Such quarterly Distributions also
will be in the full amount that the Plan provides for Allowed Claims in the applicable Class.

The amount of Distributions to be made on the Effective Date to holders of Allowed Claims in Class 4 on
account of such Claims will be made from the Unsecured Claims Reserve and will be calculated as if each Disputed
Claim in such Class 4 were an Allowed Claim in its Face Amount. On each Quarterty Distribution Date,
Distributions also will be made, pursuant to Section VII.C of the Plan, to holders of Disputed Claims in Class 4 that
were allowed during the preceding calendar quarter. Such quarterly Distributions also will be calculated pursuant to
the provisions set forth in Section VIL.C of the Plan.

On the fourth Quarterly Distribution Date and annually thereafter, each holder of a Claim previously
allowed in Class 4 will receive an additional Distribution from the Unsecured Claims Reserve on account of such
Claim in an amount equal to: (a) the amount of cash that such holder would have been entitled to receive pursuant
to Section VI1.C of the Plan as if such Claim had become an Allowed Claim on the applicable Quarterly Distribution
Date minus (b) the aggregate amount of cash previously distributed on account of such Claim. Each such additional
Distribution also will include, on the basis of the amount then being distributed, a Pro Rata share of the related Cash
Investment Yield from the investment of any interest payments or other Distributions in the Unsecured Claims
Reserve, from the date such cash was deposited into the Unsecured Claims Reserve to the date that such Distribution
is made.

De Minimis Distribution

No Disbursing Agent will distribute cash to the holder of an Allowed Claim in an impaired Class if the
amount of cash to be distributed on account of such Claim is Jess than $25. Any holder of such an Allowed Claim
on account of which the amount of cash to be distributed is less than $25 will have its claim for such Distribution
discharged and will be forever barred from asserting any such claim against the Debtors, Reorganized Debtors,
Estates, BIl Distribution Trust, Distribution Trust Representative or their respective property. Any cash not
distributed pursuant to Section V1.J of the Plan with respect to Claims in a Class other than Class 4 will be the
property of the BII Distribution Trust, free of any restrictions thereon, and any such cash held by a Third Party
Disbursing Agent will be returned to the BI] Distribution Trust Any cash not distributed pursuant to Section VL] of
the Plan with respect to Allowed Claims in Class 4 will be retained in the Unsecured Claims Reserve for
redistribution Pro Rata to holders of Allowed Claims in Class 4, pursuant o Section VI.) of the Plan. For purposes
of this redistribution, each Allowed Claim in Class 4 for which Distributions are less than $25 will have its claim for
such distribution discharged and will be forever barred from asserting any such claim against the Unsecured Claims
Reserve or otherwise
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Compliance with Tax Reguirements

In connection with the Plan, to the extent applicable, each Disbursing Agent will comply with all Tax
withholding and reporting requirements imposed on it by any governmental unit, and all Distributions pursuani to
the Plan will be subject to such withholding and reporting requirements. Each Disbursing Agent will be authorized
to take any actions that may be necessary or appropriate to comply with such withholding and reporting
requirements including but not limited to requiring recipients to fund the payment of such withholding as a condition
to delivery. Notwithstanding any other provision of the Plan, each person or entity receiving a Distribution of cash
pursuant to the Plan will have sole and exclusive responsibility for the satisfaction and payment of any Tax
obligations imposed on it by any governmental unit on account of such distribution, including income, withholding
and other Tax obligations.

Surrender of Cancelled Securities or Other Instruments

As a condition precedent to receiving any Distribution pursuant to the Plan on account of an Allowed
Claim evidenced by the notes, instruments, securities or other documentation cancelled pursuant to Section IV F of
the Plan, the holder of such Claim must {ender the applicable notes, instruments, securities or other documentation
evidencing such Claim to the applicable Disbursing Agent, together with any letter of transmittal required by such
Disbursing Agent. Pending such surrender, any Distributions pursuant to the Plan on account of any such Claim
will be treated as an undeliverable distribution pursuant to Section VI.G 2 of the Plan,

Except as provided in Section VLK. 2 of the Plan for lost, stolen, mutilated or destroyed QOld Senior Notes,
each holder of an Allowed Old Senior Note Claim must tender the applicable note to the applicable Disbursing
Agent in accordance with a letter of transmittal to be provided to such holders by the Disbursing Agent as promptly
as practicable following the Effective Date. The letter of transmittal will include, among other provisions,
customary provisions with respect o the authority of the holder of Old Senior Notes to act and the authenticity of
any signatures required thereon. All surrendered Old Senior Notes will be marked as cancelled and delivered to the
appropriate Reorganized Debtor.

Any holder of an Allowed Old Senior Note Claim with respect to which the underlying Old Senior Note
has been lost, stolen, mutilated or destroyed must, in lieu of surrendering such nete, deliver to the applicable
Disbursing Agent: (a) evidence satisfactory to the Disbursing Agent of the loss, theft, mutilation or destruction and
{b) such security or indemnity as may be required by the Disbursing Agent to hold the Disbursing Agent and
Reorganized Debtors, as applicable, harmless from any damages, Liabilities or costs incurred in treating such
individual as a holder of an Old Senior Note. Upon compliance with the foregoing procedures by a holder of an
Ailowed Old Senior Note Claim, such holder will, for all purposes under the Plan, be deemed to have surrendered
the applicable note.

Any holder of an Allowed Old Senior Note Claim that fails to surrender or be deemed to have surrendered
the applicable note within two years after the Effective Date will have its right to Distributions pursuant to the Plan
on account of such Old Senior Note Claim discharged and will be forever barred from asserting any such Claim
against the Debtors, Reorganized Debtors, Estates, BI] Distribution Trust, Distribution Trust Representative or their
respective property. In such case, any cash held for Distribution on account of such Old Senior Note Claim will be
treated pursuant to the provisions set forth in Section VI.G.2.¢ of the Plan,

Disputed Claims; Reserve and Listimations

Notwithstanding any other provisions of the Plan, no payments or Distributions will be made on account of
a Disputed Claim until such Claim becomes an Allowed Claim. In lieu of Distributions under the Plan to holders of
Disputed Administrative Claims, the Administrative Claims Reserve will be established on the Effective Date to
hold property for the benefit of these Administrative Claim holders. In lieu of Distributions under the Plan to
holders of Disputed Claims in Class 4, the Unsecured Claims Reserve will be established on the Effective Date to
hold property for the benefit of these Claim holders, as well as holders of Allowed Claims in Class 4. The BH
Distribution Trust will fund the Administrative Claims Reserve and the Unsecured Claims Reserve with cash, in
accordance with the Bl Distribution Trust Agreement, as described in Section VI.E.1 of the Plan.
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Funding of Claims Reserves

On the Effective Date, the Unsecured Claims Reserve will be established for the benefit of the holders of
Allowed Claims in Class 4 The Distribution Trust Representative will fund the Unsecured Claims Reserve with the
Remaining Proceeds. The Unsecured Claims Reserve will remain in full force and effect for five years from the
Effective Date.

If any Disputed Claim relating to an Excluded Liability exists afler the date of the Administrative Claims
Bar Date, the Administrative Claims Reserve will be established for the benefit of the holders of such Disputed
Excluded Liabilities. The Distribution Trust Representative will fund the Administrative Claims Reserve with cash
from the Distribution Trust Assets. The Administrative Claims Reserve will remain in full force and effect until all
Disputed Claims relating to Excluded Liabilities are resolved and satisfied in accordance with the Plan

Each holder of an Allowed Claim (or a Disputed Claim that ultimately becomes an Allowed Claim) in
Class 4 will have recourse only to the undistributed cash held in the Unsecured Claims Reserve for satisfaction of
the Distributions to which such holders of Allowed Class 4 Claims are entitled under the Plan, and not to any
Debtor, Reorganized Debtor, Estate or the Buyer; their respective property; or any assets previously distributed on
account of any Allowed Claim. Cash held in the Unsecured Claims Reserve (a) will be deposited in a segregated
bank account in the name of the applicable Disbursing Agent and held in trust pending Distribution by the
Disbursing Agent for the benefit of holders of Class 4 Claims and (b) will be accounted for separately. The
Disbursing Agent will invest the cash held in the Unsecured Claims Reserve in a manner consistent with the Bll
Distribution Trust’s investment and deposit guidelines. The Disbursing Agent also will place in the Unsecured
Claims Reserve the Cash Investment Yield from such investment of cash.

Establishment of Other Claims Reserves

The Distribution Trust Representative may establish any other cash reserves that it deems necessary or
advisable to ensure that sufficient funds are available to make Distributions to holders of Allowed Claims in Classes
other than Class 4 or to otherwise satisfy the Bl Distribution Trust’s and the Distribution Trust Representative’s
obligations under the Plan, including the Distribution Trust Expenses.

Distributions on Acconunt of Disputed Claims Once They Are Allowed

On cach Quarterly Distribution Date, the applicable Disbursing Agent will make all Distributions on
account of any Disputed Claim that has become an Allowed Claim during the preceding calendar quarter. Such
Distributions will be made pursuant to the provisions of the Plan governing the applicable Class, including the
incremental Distribution provisions set forth in Section VL1 1 of the Plan.

Disallowarnce of Claims of Parties Holding Property Recoverable Pursuant to a Recovery Action

Notwithstanding any other provisions of the Plan, no payments or Distributions will be made on account of
any Claims of holders from which property is recoverable pursuant to a Recovery Action. Such Claims will be
disallowed in their entirety until such time as such holder has paid the amount or turned over the property that is the
subject of the Recovery Action.

Payment of Post-Effective Date Inferest from Cash Investment Yield

In the event that any cash is held in the Bl Distribution Trust, holders of Allowed Claims may receive
post-Effective Date interest at a rate determined by the Cash Investment Yield. For the federal income tax
consequences to the holders of receipt of Cash Investment Yield, see “Certain Federal Income Tax Consequences of
Consummation of the Plan — Federal Income Tax Consequences to Holders of Claims,” “Certain Federal Income
Tax Consequences of Consummation of the Plan — Certain Other Tax Considerations for Holders of Claims —
Receipt of Interest Income” and “Certain Federal Income Tax Consequences of Consummation of the Plan —
Certain Other Tax Considerations for Holders of Claims — Receipt of Pre-Effective Date Interest.”
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Objections to Claims or Interests and Authority to Prosecute Objections

All objections to Claims must be Filed and served on the holders of such Claims by the Claims Objection
Bar Date, and, if Filed prior to the Effective Date, such objections will be served on the parties on the then-
applicable service list in the Reorganization Cases. If an objection has not been Filed to a proof of Claim or a
scheduled Claim by the Ciaims Objection Bar Date, the Claim to which the proof of Claim or scheduled Claim
relates will be treated as an Allowed Claim if such Claim has not been allowed earlier. An objection is deemed to
have been timely Filed as to all Tort Claims, thus making each such Claim a Disputed Claim as of the Claims
Objection Bar Date. Each such Tort Claim will remain a Disputed Claim until it becomes an Allowed Claim in
accordance with Section I A6 of the Plan.

After the Confirmation Date, only the Debtors or the Bll Distribution Trust wili have the authority to File,
settle, compromise, withdraw or litigate to judgment objections to Claims, including pursuant to any alternative
dispute resolution or similar procedures approved by the Bankrupticy Court. After the Effective Date, only the Bl
Distribution Trust will have such authority and may settle or compromise any Disputed Claim, in accordance with
the BII Distribution Trust Agreement, without approval of the Bankruptcy Court. Notwithstanding the foregoing,
after the Effective Date, the Buyer or Reorganized Purchased Debtors, as applicable, may File, settle, compronise,
withdraw or litigate to judgment objections 1o any Claims for which they have assumed liability under the Plan and
the WLR Purchase Agreement.

Dissolution of the Creditors’ Committee

On the Effective Date, the Creditors’ Committee will dissolve and the members of the Creditors’
Committee will be released and discharged from all duties and obligations arising from or related to the
Reorganization Cases. The Professionals retained by the Creditors” Committee and the members thereof will not be
entitled to assert any Fee Claim for any services rendered or expenses incurred afler the Effective Date, except for
services rendered and expenses incurred in connection with any applications for allowance of compensation and

reimbursement of expenses pending on the Effective Date or Filed and served after the Effective Date and in
connection with any appeal of the Confirmation Order.

VOTING AND CONFIRMATION OF THE PLAN

General

To confirm the Plan, the Bankruptey Code requires that the Bankruptey Court make a series of findings
concerning the Plan and the Debtors, including that:

s the Plan has classified Claims and Interests in a permissible manner;
» the Plan complies with the applicable provisions of the Bankruptcy Code;
»  the Debtors comply with the applicable provisions of the Bankruptey Code;

s the Debtors, as proponents of the Plan, have proposed the Plan in good faith and not by any means
forbidden by law;

¢ the disclosure required by section 1125 of the Bankruptcy Code has been made;

e the Plan has been accepted by the requisite votes of creditors and equity interest holders (except to the
extent that cramdown is available under section 1129(b) of the Bankruptcy Code} (See *
Confirmation” and “— Acceptance or Cramdown);

» the Plan is feasible and, with respect to the Debtors, Confirmation will not likely be followed by the
liquidation or the need for further financial reorganization of the Debtors or the Reorganized Debtors;
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»  the Plan is in the “best interests” of all holders of Claims or Interests in an impaired Class by providing
{o creditors or interest holders on account of such Claims or Interests property of a value, as of the
Effective Date, that is not less than the amount that such holder would receive or retain in a chapter 7
liquidation, unless each holder of a Claim or Interest in such Class has accepted the Plan;

»  all fees and expenses payable under 28 1J.8.C. § 1930, as determined by the Bankruptcy Court at the
Confirmation Hearing, have been paid or the Plan provides for the payment of such fees on the
Effective Date;

o the Plan provides for the continuation after the Effective Date of all retiree benefits, as defired in
section 1114 of the Bankruptcy Code, at the level established at any time prior to Confirmation
pursuant o sections 1114(e)(1)(B) or 1114{g) of the Bankruptcy Code, for the duration of the period
that the applicable Debtor has obligated itself to provide such benefits; and

e the disclosures required under section 1 129(a)(5) concerning the identity and affiliations of persons
whe will serve as officers, directors and voting trustees of Reorganized Burlington have been made

Accordingly, in order to confirm the Plan, the Bankruptcy Court will have to find comphiance of the Plan
with respect to each of the foregoing factors.

Voting Procedures and Requirements

Pursuant to section 502 of the Bankruptcy Code and Bankruptcy Rule 3018, the Bankruptcy Court may
estimate and temporarily aillow a Claim for voting or other purposes. By order of the Bankruptcy Court, certain vote
tabulation rules have been approved that temporarily allow or disallow certain Claims for voting purposes only.
These tabulation rules are described in the solicitation materiais provided with your Ballot.

VOTING ON THE PLAN BY EACH HOLDER OF AN IMPAIRED CLAIM ENTITLED TO VOTE ON
THE PLAN IS IMPORTANT. IF YOU HOLD CLAIMS IN MORE THAN ONE CLASS, IF YOU HOLD
MULTIPLE GENERAL UNSECURED CLAIMS OR UNDER CERTAIN OTHER CIRCUMSTANCES, YOU
MAY RECEIVE MORE THAN ONE BALLOT. YOU SHOULD COMPLETE, SIGN AND RETURN EACH
BALLOT YOU RECEIVE.

PLEASE CAREFULLY FOLLOW ALL OF THE INSTRUCTIONS CONTAINED ON THE BALLOT
PROVIDED TO YOU. ALL BALLOTS MUST BE COMPLETED AND RETURNED IN ACCORDANCE WITH
THE INSTRUCTIONS PROVIDED.

TO BE COUNTED, YOUR BALLOT MUST BE ACTUALLY RECEIVED BY 5:00 P.M., EASTERN
TIME, ON {OR SUCH OTHER TIME AND DATE IDENTIFIED ON YOUR BALLOT) AT
THE ADDRESS SET FORTH ON THE PREADDRESSED ENVELOPE PROVIDED TO YOU. [T IS OF THE
UTMOST IMPORTANCE TO THE DEBTORS THAT YOU VOTE PROMPTLY TO ACCEPT THE PLAN.

Votes cannot be transmitted orally. Accordingly, you are urged to return your signed and completed
Ballot promptly.

ANY BALLOT RECEIVED WHICH DOES NOT INDICATE EITHER AN ACCEPTANCE OR
REJECTION OF THE PLAN OR WHICH INDICATES BOTH ACCEPTANCE AND REJECTION OF THE
PLAN WILL BE COUNTED AND WILL BE DEEMED TO BE CAST AS AN ACCEPTANCE OF THE PLAN.

IF ANY OF THE CLASSES OF HOLDERS OF IMPAIRED CLAIMS VOTE TO REJECT THE PLAN,
{A) THE DEBTORS MAY SEEK TO SATISFY THE REQUIREMENTS FOR CONFIRMATION OF THE PLAN
UNDER THE CRAMDOWN PROVISIONS OF SECTION 1129(b) OF THE BANKRUPTCY CODE AND, IF
REQUIRED, MAY AMEND THE PLAN TO CONFORM TO THE STANDARDS OF SUCH SECTION OR
{B) THE PLAN MAY BE MODIFIED OR WITHDRAWN WITH RESPECT TO A PARTICULAR DEBTOR,
WITHOUT AFFECTING THE PLAN AS TO OTHER DEBTORS, OR IN ITS ENTIRETY . SEE “—
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ACCEPTANCE OR CRAMDOWN” AND “— ALTERNATIVES TO CONFIRMATION AND
CONSUMMATION OF THE PLAN.”

IF YOU ARE ENTITLED TO VOTE AND YOU DX NOT RECEIVE A BALLOT, RECEIVED A
DAMAGED BALLOT OR LOST YOUR BALLOT, PLEASE CALL THE DEBTORS" VOTING AGENT,
LOGAN & COMPANY, INC. AT (973) 509-3190.

Holders of Unsecured Claims in amounts greater than §1,500 that wish for such Claims to be treated in
Class 5 (Convenience Claims) must indicate that election on the Ballot. A separate Ballot will be provided, and a
separate election may be made, for each such Claim. See “Overview of the Plan — Summary of Classes and
Treatment of Claims and Interests.”

The Confirmation Hearing

The Bankruptcy Code requires the Bankruptcy Court, afler notice, to hold a hearing on whether the Debtors
have fulfilled the Confirmation requirements of section 1129 of the Bankruptcy Code. The Confirmation Hearing
has been scheduled for at before The Honorable Randall J. Newsome, United States
Bankruptcy Court Judge for the District of Delaware, in the Judge’s usual courtroom at the United States District
Court for the District of Delaware, 844 King Street, Wilmington, Delaware 19801. The Confirmation Hearing may
be adjourned from time to time by the Bankruptcy Court without further notice, except for an announcement of the
adjourned date made at the Confirmation Hearing. Any objection to Confirmation must be made in writing and
must specify in detail the name and address of the objector, all grounds for the objection and the amount of the
Claim or Interest held by the objector. Any such objections must be filed and served upon the persons designated in
the notice of the Confirmation Hearing, in the maaner and by the deadline described therein.

Confirmation

At the Confirmation Hearing, the Bankruptcy Court will confirm the Plan only if all of the applicable
requirements of section 1129 of the Bankruptcy Code are met. Among the requirements for Confirmation are that
the Plan: (a) is accepied by the requisite holders of Claims and Interests in impaired Classes of such Debtor or, if
not so accepied, is “fair and equitable” and “does not discriminate unfairly” as to the nonaccepting Class; (b) is in
the “best interests” of each holder of a Claim or Interest in each impaired Class under the Plan for such Debtor; (c) is
feasible; and (d) complies with the applicable provisions of the Bankruptcy Code.

Acceptance or Cramdown

A plan is accepted by an impaired class of claims if holders of at least two-thirds in dollar amount and a
majority in number of claims of that class vote to accept the plan. Only those holders of claims who actually vote
(and are entitled to vote) to accept or to reject a plan count in this tabulation. In addition to this voting requirement,
section 1129 of the Bankruptcy Code requires that a plan be accepted by each holder of a claim or interest in an
impaired class or that the plan otherwise be found by the Bankruptey Court to be in the best interests of each holder
of a claim or inferest in an impaired class. See “~ Best Interests Test; Liquidation Analysis.”

The Bankruptcy Code contains provisions for confirmation of a plan even if it is not accepted by all
impaired classes, as long as at least one impaired class of claims has accepted it. These so-catled “cramdown”
provisions are set forth in section 1129(b) of the Bankrupicy Code. As indicated above, the Plan may be confirmed
under the cramdown provisions if, in addition to satisfying the other requirements of section 1129 of the Bankruptcy
Code, it (a) is “fair and equitable” and (b) “does not discriminate unfairly” with respect to each Class of Claims or
Interests that is impaired under, and has not accepted, the Plan. The “fair and equitable” standard, also known as the
“absolute priority rule,” requires, among other things, that unless a dissenting Class of Unsecured Claims or a Class
of Interests receives full compensation for its Allowed Claims or Allowed Interests, no holder of Allowed Claims or
Interests in any juntor Class may receive or retain any property on account of such Claims or Interests. With respect
to a dissenting Class of Secured Claims, the “fair and equitable” standard requires, among other things, that holders
either (a) retain their liens and receive deferred cash payments with a value as of the Effective Date equal to the
value of their interest in property of the applicable Estate or (b) receive the indubitable equivalent of their Secured
Claims. The “fair and equitable” standard has also been interpreted to prohibit any Class senior to a dissenting Class
from receiving under a plan more than 100% of its Allowed Claims or Allowed Interests. The Debtors believe that,
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if necessary, the Plan may be crammed down over the dissent of certain Classes of Claims, in view of the treatment
proposed for such Classes. 1f necessary and appropriate, the Debtors intend to modify the Plan to permit cramdown
of dissenting Classes of Claims.

The requirement that the Pian not “discriminate unfairly” means, among other things, that a dissenting
Class must be treated substantially equally with respect to other Classes of equal rank. The Debtors do not believe
that the Plan unfairty discriminates against any Class that may not accept or otherwise consent to the Plan.

Any Class of Claims that receives nothing under the Plan will be deemed to be a dissenting Class. Asa
resuit, in addition to any Class that does not vote to accept the Plan, the Debtors will, to the extent required, seek to
use the “cramdown” provisions described above with respect to the Interests of Classes 6, 7 and 8.

Subject to the conditions set forth in the Plan, a determination by the Bankruptcy Court that the Plan, as it
applies to any particular Debtor, is not confirmable pursuant to section 1129 of the Bankruptcy Code will not limit
or affect: (a) the confirmability of the Plan as it applies to any other Debtor or (b} the Debtors’ ability to modify the
Plan, as it applies to any particular Debtor, to satisfy the provisions of section 1129(b) of the Bankruptcy Code.

Modification or Revocation of the Plan

Subject to the restrictions on modifications set forth in section 1127 of the Bankruptcy Code, the Debtors or
Reorganized Debtors, as applicable, reserve the right to alter, amend or modify the Plan and the Exhibits to the Plan
at any time before substantial consummation of the Plan. The Debtors also reserve the right to revoke or withdraw
the Plan as to any or all of the Debtors prior to the Confirmation Date. If the Debtors revoke or withdraw the Plan as
to any or all of the Debtors, or if Confirmation as fo any or all of the Debtors does not occur, then, with respect to
such Debtors, the Plan will be nuil and void in all respects, and nothing contained in the Plan will:

» constitute a waiver or release of any claims by or against, or any Interests in, such Debtors; or
s prejudice in any manner the rights of any Debtors or any other party.
Best Interests Test; Liguidation Analysis

Notwithstanding acceptance of the Plan by each impaired Class, to confirm the Plan, the Bankruptcy Court
must determine that the Plan is in the best interests of each holder of a Claim or Interest in any such impaired Class
who has not voted to accept the Plan. Accordingly, if an impaired Class does not unanimously accept the Plan, the
“best interests” test requires that the Bankruptcy Court find that the Plan provides to each member of such impaired
Class a recovery on account of the member’s Claim or Interest that has a value, as of the Effective Date, at least
equal to the value of the distribution that each such member would receive if the applicable Debtors were liquidated
under chapter 7 of the Bankruptcy Code on such date.

To estimate what members of each impaired Class of Claims or Interests would receive if the Debtors were
liquidated under chapter 7 of the Bankruptcy Code, the Bankruptcy Court must first determine the aggregate dollar
amount that would be available if each of the Reorganization Cases were converted to a chapter 7 case under the
Bankruptcy Code and each of the respective Debtor's assets were liquidated by a chapter 7 trustee (the “Liquidation
Value™). The hypothetical Liquidation Value of a Debtor would consist of the net proceeds from the disposition of
the assets of the Debtor, augmented by any cash held by the Debtor,

The hypothetical Liquidation Value available to holders of Unsecured Claims and Interests would be
reduced by, among other things, (a) the Claims of secured creditors to the extent of the value of their collateral;
{b) the costs, fees and expenses of the liguidation, as well as other administrative expenses of the Debtors’ chapter 7
cases; (c) unpaid Administrative Claims of the Reorganization Cases; and (d) Priority Claims and Priority Tax
Claitms. The Debtors’ costs of liquidation in chapter 7 cases would include the compensation of trustees, as well as
of counsel and of other professionals retained by such trustees, asset disposition expenses, applicable Taxes,
litigation costs, Claims arising from the operation of the Debtors during the pendency of the chapter 7 cases and all
unpaid Administrative Claims incurred by the Debtors during the Reorganization Cases that are allowed in the
chapter 7 cases. The liquidation itself would trigger certain Priority Claims, such as Claims for severance pay, and
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would likely accelerate the payment of other Priority Claims and Priority Tax Claims that would otherwise be
payable in the ordinary course of business. These Priority Claims and Priority Tax Claims would be paid in full out
of the net liquidation proceeds, after payment of Secured Claims, before the balance would be made available to pay
Unsecured Claims or to make any distribution in respect of Interests. The Debtors believe that the liquidation also
would generate a significant increase in Unsecured Claims, such as Rejection Damage Claims, and Tax and other
governmental Claims.

The information contained in Exhibit VI hereto provides a summary of the hypothetical Liquidation Values
of the Debtors” interests in property, on a consolidated basis, assuming a chapter 7 liquidation in which a trustee
appointed by the Bankruptey Court would liquidate the Debtors’ properties and interests in property. As more fuily
described in Exhibit VI, the hypothetical Liquidation Analysis is based on a number of estimates and assumptions
that are subiect lo significant uncertainties, including estimates and assumptions relating to the proceeds of sales of
assets, the timing of such sales, the impact of pending liquidations on continuing operations and values and cerlain
tax matters. WHILE THE DEBTORS BELIEVE THAT THESE ESTIMATES AND ASSUMPTIONS ARE
REASONABILE FOR THE PURPOSE OF PREPARING HYPOTHETICAL CHAPTER 7 LIQUIDATION
ANALYSIS, NO ASSURANCE EXISTS THAT SUCH ESTIMATES AND ASSUMPTIONS WOULD BE VALID
IF THE DEBTORS WERE, IN FACT, TO BE LIQUIDATED. Moreover, as noted above, the Debtors believe that
chapter 7 liquidations could result in substantial litigation that could delay the liquidation beyond the periods
agsumed in Exhibit VI This delay could materially reduce the amount determined on a present value basis available
for distribution to creditors, including holders of Unsecured Claims in Class 4 Moreover, the Debtors believe that
such litigation and attendant delay could adversely affect the values realizable in the sale of the Debtors’ assets to an
extent that cannot be estimated at this time.

Based on the hypothetical Liquidation Analysis set forth in Exhibit VI, the Debtors believe that holders of
Claims against the Debtors will receive greater value as of the Effective Date under the Plan than such holders
would receive under a chapter 7 liquidation.

In actual liquidations of the Debtors, distributions to holders of Claims would be made substantially later
than the Effective Date assumed in connection with the Plan. This delay would materially reduce the amount
determined on a present value basis available for distribution to creditors, including holders of Unsecured Claims.
The hypothetical chapter 7 liquidations of the Debtors are assumed to commence on October 30, 2003 and to be
completed within 18 months thereafter. The hypothetical Liquidation Analysis, which is presented on a
consolidated basis for the Debtors resulting in the elimination of certain intercompany claims, assumes that
distributions are made by the chapter 7 trustee beginning as soon as practicable following commencement of the
liquidation and completed within 18 months of commencement. As a result, the Debtors believe the value of the
Hquidation distributions on a present value basis determined as of the projected Effective Date wouid be less than
the value distributable under the Plan.

In summary, the Debtors believe that chapter 7 liquidations of the Debtors would result in substantial
diminution in the value to be realized by holders of Claims against the Debtors, as compared to the proposed
distributions under the Plan, because of, among other factors:

. the failure to realize the maximum going concern value of the Debtors’ assets;

. the substantial negative impact of conversion to a chapter 7 case and subsequent liquidation on the
employees and customers of the Debtors;

. additional costs and expenses involved in the appointment of trustees, attorneys, accountants and
other professionals to assist such trustees in the chapter 7 cases;

. additional expenses and Claims, some of which would be entitled to priority in payment, which
would arise by reason of the liquidation and from the rejection of Executory Contracts and
Unexpired Leases in connection with a cessation of the Debtors” operations; and

» the substantial time that would elapse before entities would receive any distribution in respect of
their Claims.
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Consequently, the Debtors believe that the Plan will provide & substantially greater ultimate return to holders of
Claims against the Debtors than would chapter 7 liquidations.

Burlingten has attached its summary operating projections as Exhibit VII hereto, which represent the
projections that Burlington provided to Qualified Bidders in the Auction.

Feasibility

Section 1129{a)(11) of the Bankruptcy Code requires that Confirmation not be likely to be followed by the
liquidation, or the need for further financial reorganization, of the Debtors or any succesgor to the Debtors (unless
such lguidation or reorganization is proposed in the Plan)

For purposes of determining whether the Plan meets the feasibility requirement with respect to the Debtors,
the Debiors have analyzed their ability to meet their respective obligations under the Plan. Burlington believes that
the Buyer has the financial wherewithal to close under the WLR Purchase Agreement and to pay the Purchase Price
at Closing,

Compliance with Applicable Provisions of the Bankruptcy Code

Section 1129(a)(1} of the Bankruptey Code requires thai the Plan comply with the applicable provisions of
the Bankruptcy Code. The Debtors have considered each of these issues in the development of the Plan and believe
that the Plan complies with all provisions of the Bankruptey Code.

Alternatives to Confirmation and Consummation of the Plan

The Debtors have evaluated numerous alternatives to the Plan, including alternative structures and terms of
the Plan, defaying the adoption of any plan of reorganization and the liquidation of the Debtors. Although the
Debtors have concluded that the Plan is the best alternative and will maximize recoveries by helders of Claims, if
the Plan is not confirmed, the Debtors, individually or collectively, or (subject to the Debiors’ exclusive periods
under the Bankruptey Code to file and solicit acceptances of a plan or plans of reorganization) any other party in
interest in the Reorganization Cases could attempt to formulate and propose a different plan or plans of
reprganization.

Further, if no plan of reorganization can be confirmed, the Reorganization Cases may also be converted fo
chapter 7 cases. In a liquidation case under chapter 7 of the Bankruptcy Code, a trusiee or trustees would be elected
or appointed to liquidate the assets of each Debtor. The proceeds of the Hquidation would be distributed to the
respective creditors of the Debtors in accordance with the priorities established by the Bankruptcy Code. The
Debtors may be liquidated pursuant to the provisions of a chapter 11 liguidating plan. In liquidations under
chapter 11, the Debtors’ assets could be sold in an orderly fashion over a more extended period of time than in
liguidations under chapter 7. Thus, chapter 11 liquidations might result in larger recoveries than in a chapter 7
liquidation, but the delay in distribitions could result in lower present values received and high administrative costs.
Because a trustee is not required in a chapter 11 case, expenses for professional fees could be lower than in a
chapter 7 case, in which a trustee must be appointed. Any distribution to the holders of Claims under a chapter 11
liquidation plan probably would be delayed substantially. The Debtors believe that a chapter 11 liquidation would
not produce distributions as favorable as those under the Plan. For further discussion of the potential impact on the
Debtors of the conversion of the Reorganization Cases to chapter 7 liquidations, see “— Best Interests Test;
Liguidation Analysis.”

The Debtors believe that Confirmation and consummation of the Plan is preferable to the alternatives
described above.
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CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF CONSUMMATION OF THE PLAN

General

A DESCRIPTION OF CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN IS
PROVIDED BELOW. THIS DESCRIPTION DOES NOT ADDRESS FEDERAL INCOME TAX
CONSEQUENCES TO HOLDERS OF CLAIMS WHICH ARE TO BE PAID IN FULL IN CASH, REINSTATED
OR OTHERWISE UNIMPAIRED, OR EXTINGUISHED WITHOUT ANY DISTRIBUTION IN EXCHANGE
THEREFOR THIS DESCRIPTION IS BASED ON THE TAX CODE, TREASURY REGULATIONS ISSUED
THEREUNDER (“TREASURY REGULATIONS™), JUDICIAL DECISIONS AND IRS AND
ADMINISTRATIVE DETERMINATIONS IN EFFECT AS OF THE DATE OF THIS DISCLOSURE
STATEMENT. CHANGES IN ANY OF THESE AUTHORITIES, OR INTERPRETATIONS THEREOF, WHICH
MAY HAVE RETROACTIVE EFFECT, MAY CAUSE THE FEDERAL INCOME TAX CONSEQUENCES OF
THE PLAN TO DIFFER MATERIALLY FROM THE CONSEQUENCES DESCRIBED BELOW. THE
FEDERAL INCOME TAX CONSEQUENCES DESCRIBED HEREIN ARE COMPLEX AND ARE SUBJECT
TO UNCERTAINTY. NO RULINGS HAVE BEEN REQUESTED FROM THE IRS AND NO LEGAL
OPINIONS HAVE BEEN REQUESTED FROM COUNSEL CONCERNING ANY TAX CONSEQUENCE OF
THE PLAN, AND NO TAX OPINION IS GIVEN BY THIS DISCLOSURE STATEMENT. NO ASSURANCE
CAN BE GIVEN THAT THE IRS OR COURTS WILL AGREE WITH THE DISCUSSION HEREIN.

THIS DESCRIPTION DOES NOT COVER ALL ASPECTS OF FEDERAL INCOME TAXATION
THAT MAY BE RELEVANT TO THE DEBTORS OR HOLDERS OF CLAIMS. FOR IXAMPLE, THE
DESCRIPTION PROVIDED BELOW DOES NOT ADDRESS ISSUES OF SPECIAL CONCERN TO CERTAIN
TYPES OF TAXPAYERS, SUCH AS DEALERS IN SECURITIES, INSURANCE COMPANIES, BANKS,
MUTUAL FUNDS, FINANCIAL INSTITUTIONS, SMALL BUSINESS INVESTMENT COMPANIES,
REGULATED INVESTMENT COMPANIES, TAX EXEMPT ORGANIZATIONS, FOREIGN TAXPAYERS,
INVESTORS IN PASS-THROUGH ENTITIES, AND HOLDERS WHO RECEIVED CLAIMS OR INTERESTS
AS COMPENSATION FOR SERVICES, NOR DOES 1T ADDRESS TAX CONSEQUENCES TO HOLDERS OF
INTERESTS. MOREOVER, THE DESCRIPTION IS LIMITED TO FEDERAL INCOME TAX
CONSEQUENCES AND DOES NOT DISCUSS FOREIGN, STATE OR LOCAL LAW OR THE POSSIBLE
FOREIGN, STATE OR LOCAL TAX CONSEQUENCES THAT MIGHT APPLY TO THE DEBTORS OR TO
HOLDERS OF CLAIMS UNDER FOREIGN, STATE OR LOCAL TAX LAWS.

FOR THESE REASONS, THE DESCRIPTION THAT FOLLOWS IS NOT A SUBSTITUTE FOR
CAREFUL TAX PLANNING AND PROFESSIONAL TAX ADVICE BASED UPON THE INDIVIDUAL
CIRCUMSTANCES OF EACH HOLDER OF A CLAIM OR INTEREST. NO REPRESENTATIONS ARE
MADE REGARDING THE PARTICULAR TAX CONSEQUENCES OF THE PLAN TO ANY HOLDER
OF A CLAIM OR INTEREST. HOLDERS OF CLAIMS OR INTERESTS ARE STRONGLY URGED TO
CONSULT WITH THEIR OWN TAX ADVISORS REGARDING THE FEDERAL, STATE, LOCAL AND
FOREIGN TAX CONSEQUENCES OF THE PLAN.

Federal Income Tax Consequences to the Debtors
Transactions

The transactions to be implemented pursuant to the Plan and pursuant to the terms, and subject to the
conditions, of the WLR Purchase Agreement include, among other things: {2) the sale and transfer of the Purchased
Assets to the Buyer (or, if applicable, the issuance of the New Common Stock to the Buyer) for cash in an amount
equal to the Purchase Price; (b) the establishment of the BII Distribution Trust to hold the Distribution Trust Assets,
which include, among other things, the Purchase Price; (c) the cancellation of certain indebtedness in exchange for
cash; and (d) the cancellation of the Old Common Stock, the Old Nonvoting Common Stock and the Old Subsidiary
Equity Interests (collectively, the “Transactions™).
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The WLR Transaction

The Debtors generally would recognize gain or loss upon the sale of the Purchased Assets in an amount
equal to the aggregate difference between the fair market value of each such asset and the tax basis of the asset. Any
such gain may be offset in whole or in part by NOLs available to the Debtors. However, in the case of a Stock
Transaction, if applicable, the Debtors would not recognize gain or loss on the issuance and transfer of the New
Common Stock to the Buyer.

Transfers to BII Distribution Trust

On the transfer of the Distribution Trust Assets (other than cash) to the BII Distribution Trust, the Debtors
will recognize gain (or loss) equal to the difference between the fair market value of the assets and their adjusted tax
basis in such assets, Any such gain recognized will generally be offset for federal income tax purposes by available
NOL. carryforwards,

Cancellation of Debt

Generally, the discharge of a debt obligation by a debtor for an amount less than the adjusted issue price
(in most cases, the amount the debtor received on incurring the obligation, with certain adjustments) gives rise to
cancellation of indebtedness (“COD™) income, which must be included in the debtor’s income. However, COD
income is not recognized by a taxpayer that is a debtor in a chapter 11 case if the discharge is granted by the
Bankruptcy Court or pursuant to a plan of reorganization approved by the Bankruptcy Court. The Plan, if approved,
would enable the Debtors to qualify for this bankruptey exclusion rule with respect to any COD income triggered by
the Plan

If debt is discharged in a chapter 11 case, however, certain tax attributes otherwise available and of value to
the debtor are reduced, in most cases by the principal amount of the indebtedness forgiven. Tax attributes subject to
reduction include: {a) NOLs and NOL carryforwards; (b) most credit carryforwards, including the general business
credit and the minimum tax credit; () capital losses and capital loss carryforwards; (d) the tax basis of the debtor’s
depreciable and nondepreciable assets, but not in an amount greater than the excess of the aggregate tax bases of the
property held by the debtor immediately after the discharge over the aggregate of the debtor’s liabilities immediately
after the discharge; and (e) foreign tax credit carryforwards.

A debtor may elect to avoid the prescribed order of attribute reduction and instead reduce the basis of
depreciable property first. This election extends to stock of a subsidiary if the subsidiary consents to reduce the
basis of its depreciable property. If the Debtors make this election, the limitation prohibiting the reduction of asset
basis below the amount of its remaining undischarged liability does not apply. In the case of affiliated corporations
filing a consolidated return (such as the Debtors), the attribute reduction rules generally should apply separately to
the particular corporation whose debt is being discharged, not to the entire group without regard to the identity of the
particular debtor. The IRS recently has taken the position, however, that consolidated NOLs must be reduced
irrespective of the source of those losses. The current IRS position as to the impact of the attribute reduction rules
on other tax attributes of consolidated group members is unclear.

Section 382 Limitation

Any attributes that remain after application of any reductions described above may be subject to an annual
limitation (the “Section 382 Limitation™) on their use under section 382 of the Tax Code and Treasury Regulations
sections 1 1502-90 through -99, which provide that when a corporation, loss group, or loss subgroup with NOL
carryforwards and/or similar tax attributes undergoes a change in more than 50% of its ownership (an “Ownership
Change™), its use of such attributes to offset future taxable income is generally limited on an annual basis to a
percentage of its value at the time of the ownership change unless a lower annual limitation would apply due to a
previous Ownership Change. As a result of the Transactions, an Ownership Change may occur on the Effective
Date with respect to the Debtors.
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Alternative Minimum Tax

In genesal, a federal alternative minimum tax (“AMT™) is imposed on & corporation’s alternative minimum
taxable income at a 20% rate to the extent such tax exceeds the corporation’s regular federal income tax. For
purposes of computing taxable income for AMT purposes, certain tax deductions and other beneficial allowances
are modified or eliminated. In particular, even though a corporation might otherwise be able to offset all of s
taxable income for regular tax purposes by available NOL. carryforwards, only 90% of a corporation’s taxable
income for AMT purposes may be offset by available NOL, carryforwards (as computed for AMT purposes).

In addition, if a corporation (or a consolidated group)} undergoes an Ownership Change and is in a net
unrealized built-in loss position on the date of the Ownership Change, the corporation’s {(or group’s) aggregate tax
basis in its assets would be reduced for certain AMT purposes to reflect the fair market value of such assets as of the
change date.

Any AMT that a corporation pays generally will be allowed as a nonrefundable credit against its regular
tederal income tax liability in future taxable years when the corporation is no longer subject to the AMT.

Other Federal Income Tax Consequences

Other federal income tax consequences to the Debtors may result depending on the terms of any
Restructuring Transactions that occur with respect to the Debtors.

Federal Income Tax Consequences to Holders of Claims

The tax consequences of the Plan to a holder of a Claim will depend, in part, on: {a) the identity of the
Debtor; (b) what type of consideration was received in exchange for the Claim; (c) whether the holder is a resident
of the United States for tax purposes; (d) whether the holder reports income on the accrual or cash basis; (e) whether
the holder has taken a bad debt deduction or worthless security deduction with respect to the Claim; and (f} whether
the holder receives distributions under the Plan in more than one taxable year.

In general, holders of Claims against Burlington will recognize gain or loss equal to the amount realized
under the Plan in respect of their Claims less their respective tax bases in those Claims. The amount realized for this
purpose generally will equal the sum of the cash and the fair market value of any other consideration received under
the Plan. Any gain or loss recognized in the exchange will be capital or ordinary depending on the status of the
Claim in the holder’s hands. The holder’s aggregate tax basis for any consideration received under the Plan
generally will equal the amount realized. The holding period for any consideration received under the Plan
generally will begin on the day following the receipt of that consideration.

As described in “Distributions Under the Pian — Timing and Calculation of Amounts to be Distributed”
above, the BI] Distribution Trust which will initially receive the distributions for Allowed Claims is generally
expected to be treated for tax purposes as a grantor trust owned by the beneficiary-creditors, who will be deemed to
have received the distributions and contributed the distributed property to the B1I Distribution Trust on the Effective
Date  As the owners of BII Distribution Trust property, the beneficiary-creditors will also be treated as earning any
income earned by the BII Distribution Trust, except that any earnings of funds held in the Unsecured Claims
Reserve may be treated as earned by and taxable to a separate taxable entity. The BII Distribution Trust Agreement
will provide that the BI Distribulion Trust may pay taxes on any such income earned by the Unsecured Claims
Reserve and distribute such income net of such tax payments

Due to the possibility that certain holders of Allowed Claims (or Disputed Claims that ultimately become
Alowed Claims) may receive cash distributions subsequent to the Effective Date of the Plan, the imputed interest
provisions of the Tax Code may apply to treat a portion of such distributions as imputed interest. Such imputed
interest may (with respect to certain holders) accrue over time using the constant interest method, in which event the
holder may be required to include such imputed interest in income prior to the actual distribution.  Additionally,
because additional distributions may be made to such holders after the initial distribution, any loss and a portion of
any gain realized by such holder may be deferred. Al such holders are urged to consult their tax advisors regarding
the possible application of (or ability to elect out of) the “installment method” of reporting gain that may be
recognized by such holder in respect of its Claims.
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Certain Other Tax Considerations for Holders of Claims
Receipt of Pre-Effective Date Interest

Holders of Claims not previously required to include in their taxable income any accrued but unpaid pre-
Effective Date interest on a Claim may be treated as receiving taxable interest to the extent any consideration they
receive under the Plan is allocable to such interest. Holders previously required to include in their taxable income
any accrued but unpaid interest on a Claim may be entitled to recognize a deductible loss to the extent that such
interest is not satisfied under the Plan

Receipt of Interest Income

Holders of Allowed Claims who receive distributions that include payments of post-Effective Date interest
at a rate determined by the Cash Investment Yield on a Claim generally will be treated as receiving taxable income
1o the extent thereof, and the timing of such income generally will be determined in accordance with such holder’s
tax accounting method.

Installment Method

Holders of Claims constituting installment obligations for tax purposes may be required o recognize
currently any gain remaining with respect to the obligation if pursuant to the Plan the obligation is considered to be
satisfied at other than its face value, distributed, transmitted, sold, or otherwise disposed of within the meaning of
section 453B of the Tax Code.

Reinstatement of Claims

Holders generally should not recognize gain, loss or other taxable income upon the Reinstatement of their
Claims under the Plan. Taxable income, however, may be recognized by those holders if they are considered to
receive interest, damages or other income in connection with the Reinstatement or if the Reinstatement is considered
for tax purposes to involve a modification of the Claim.

Bad Debt and/or Worthless Securities Deduction

A holder who, under the Plan, receives in respect of a Claim an amount less than the holder’s tax basis in
that Claim may be entitled in the year of receipt (or in an earlier year) fo a bad debt deduction in some amount under
section 166{a) of the Tax Code or a worthless securities deduction under section 165(g) of the Tax Code. The rules
poverning the timing, characier and amount of bad debt and/or worthless securities deductions place considerable
emphasis on the facts and circumstances of the holder, the obligor and the instrument with respect to which a
deduction is claimed. Holders of Claims, therefore, are urged to consult their tax advisors with respect to their
ability to take such a deduction

Information Reporting and Backup Withholding

All distributions under the Plan will be subject to any applicable federal income tax reporting and
withholding. The Tax Code imposes “backup withholding,” on certain “reportable™ payments to certain taxpayers,
including payments of interest. Under the Tax Code’s backup withholding rules, a holder of a Claim may be subject
to backup withholding with respect to distributions or payments made pursuant to the Plan unless that holder
(a) comes within certain exempt categories (which generally include corporations) and, when required, demonstrates
that fact or (b) provides a correct taxpayer identification number and certifies under penalty of perjury that the
taxpayer identification number is correct and that the helder is not subject to backup withholding because of a
failure to report all dividend and interest income. Backup withholding is not an additional tax, but merely an
advance payment that may be refunded to the extent it results in an overpayment of tax. Holders of Claims may be
required to establish exemption from backup withholding or to make arrangements with respect to the payment of
backup withholding.
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THE FOREGOING SUMMARY IS PROVIDED FOR GENERAL INFORMATIONAL PURPOSES
ONLY. HOLDERS OF CLAIMS OR INTERESTS ARE STRONGLY URGED TO CONSULT THEIR
OWN TAX ADVISORS REGARDING FEDERAL, STATE, LOCAL AND FOREIGN TAX
CONSEQUENCES OF THE PLAN TO THEM.

ADDITIONAL INFORMATION

Any statements in this Disclosure Statement concerning the provisions of any document are not necessarily
complete, and in each instance reference is made to such document for the full text thereof. Certain documents
described or referred to in this Disclosure Siatement have not been attached as exlubits because of the
impracticability of furmishing copies of these documents to all recipients of this Disclosure Statement.  All of the
exhibits and schedules to the Plan (once filed with the Bankruptcy Court) and this Disclosure Statement are
available for inspection on the Document Website or at any other location designated by the Debtors and may be
obtained from the copy service identified in the notice of the Confirmation Hearing,

In addition, Burlington files reports and other documents with the SEC in accordance with the requirements
of the Sccurities Exchange Act of 1934, as amended. Burlington’s filings with the SEC, including the Burlington
2002 Form 10-K, the Burlington December 2002 Form 10-Q and the Burlington March 2003 Form 10-Q, are
available to the public over the Intemnet on the SEC's web site at www sec.gov. Such filings may also be inspected
at the SEC's Public Reference Room at 450 Fifth Street, N W., Washington, D.C. 20549, Information regarding the
operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330 The Burlington
2002 Form 10-K, the Burlington December 2002 Form 10-Q and the Burlington March 2003 Form 10-Q are also
available at the Document Website.
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RECOMMENDATIONS AND CONCLUSION

For ol of the reasons set forth in this Disclosure Staternent, the Debtors believe that the Confirmation and
copsurnmation of the Plan is preferable 1o all other alternatives. Consequently, the Debtors urge alf holders of
Claims in voting Classes o vote to accept the Plan end to evidence their acceptance by duly completing and
retuming their Ballots o that they will be received on or before the Voting Deadline.

Dated: August 1, 2003

COUNSEL:

Migae ot G mesi)

Daniel J. DeRranceschi (DE Bdr No. 2732)
Rebecca L. Booth (DE Bar No. 4031)
RICHARDS, LAYTON & FINGER, P.A.
One Rodney Square

2.0 Box 551

Wilmington, Delaware 19899

(302) 651-7700

-and-

David G. Heiman (OH 0038271)
Michelle Morgan Harner (OH 0064833)
Erin E. Karzmer (OH 0073577)

Stefan K. Schnopp (OH 0068528)
JONES DAY

North Point

501 Lakeside Avenue

Cleveland, Ohio 44114

{216) 586-3939
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