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References to a year in this Form 10-K refer to Bba-Ton's fiscal year, which is the 52 or 53 wpekiod ending on the Saturday nearer
January 31 of the following calendar year (e.gefarence to 2001 is a reference to the fiscal gaded February 2, 2002).

PART |

ITEM 1. BUSINESS.

GENERAL

The Bon-Ton Stores, Inc., together with its sulzsids, is the successor to S. Grumbacher & Saaméyf business founded in 1898, and
operates quality fashion department stores offeriogerate and better apparel, home furnishingsnetiss, accessories and shoes. In many
of its markets, The Bon-Ton is the primary destovafor branded fashion merchandise such as C&laim, Liz Claiborne, Nautica, Ralph
Lauren and Tommy Hilfiger. We presently operatest8es in secondary markets - 36 stores in Perasidy26 stores in New York, three
stores in each of New Jersey and Maryland and tmme # each of Connecticut, New Hampshire, Masssetts, Vermont and West Virginia.
Our strategy focuses on being the premier fashpmauel retailer in markets that demand, but oftaveHimited access to, better branded

merchandise.
The Bon-Ton's executive offices are located at 2B&4t Market Street, York, Pennsylvania.

MERCHANDISING

The Bon-Ton stores offer moderate and better fashpparel, home furnishings, cosmetics, accessatiees and other items. Sales of
apparel constituted 60.7% of sales in 2001. THeviehg chart illustrates sales by product category2001, 2000 and 1999:

MERCHANDISE CATEGORY 2001 2000 1 999
Women's clothing 27.5% 27.6% 27.2%
Men's clothing 16.5 18.0 18.0
Home 14.5 13.5 13.6
Cosmetics 111 10.9 10.5
Accessories 7.9 7.9 7.8
Children's clothing 6.8 6.9 7.1
Shoes 5.8 5.3 5.8
Intimate apparel 5.0 5.2 5.2
Junior's clothing 4.9 4.7 4.8
Total 100.0%  100.0% 1 00.0%



We carry a number of highly recognized brand naimesjding Calvin Klein, Cole-Haan, Estee Laudends New York, Liz Claiborne,
Nautica, Nine West, Ralph Lauren and Tommy Hilfigeerd within these brands choose collections whadance fashion, price and selecti

We depend on our relationships with our key vendoid our ability to purchase branded merchand@a them at competitive prices. If we
lose the support of these vendors, it could haveagerial adverse effect on The Bon-Ton.

Complementing branded merchandise, our privateconagrchandise provides fashion at competitive pgicinder names such as Andrea
Viccaro, Jenny Buchanan, Madison & Max and Zig@/s. view this private brand merchandise as a sti@satglition to our strong array of
highly recognized, quality national brands andraspportunity to increase brand exclusivenesspowst loyalty and competitive
differentiation. Private brand merchandise represgeapproximately 9.8% of 2001 sales excludingddafepartment sales.

Our business, like that of most retailers, is stttje seasonal fluctuations, with the major portidéisales and income realized during the latter
half of each year, which includes the back-to-stlanad holiday seasons.

MARKETING

We attract customers by offering services suchieasdift wrap and special order capability. In &iddi, through our "Certified Value"
program, we maintain everyday value prices on staeis such as turtlenecks, T-shirts, shorts améhdwithin major product groups.

Our advertising and promotional programs are cotatlthrough newspaper advertisements, direct mdil @ a lesser extent, local television
and radio. We maintain an in-house advertising gtbat produces substantially all our print adwsant.

MANAGEMENT INFORMATION AND CONTROL SYSTEM

We are continuing to enhance our management infiasmand control system in order to expedite tba/fof merchandise through the
distribution centers. This should provide improyedductivity, lower labor costs and better in-stasfailability. We also installed an updated
price change system.



CUSTOMER CREDIT
Our customers may pay for their purchases withBowe-Ton proprietary credit card, Visa, Mastercakh or check.

The Bon-Ton credit card holders generally congtituir most loyal and active customers; during 28@4 average dollar amount for
proprietary credit card purchases substantialleesled the average dollar amount for cash purch@ésebelieve our credit card is a
particularly productive tool for customer segmeistaind target marketing.

The following table summarizes the percentage i &ales generated by payment type:
TYPE OF PAYMENT

2001 2000 1999

Bon-Ton credit card 52% 48% 47%
Visa, Mastercard 24 26 25
Cash or check 24 26 28

Total 100% 100% 100%

Sales on The Bon-Ton's proprietary credit cardaggnt a significant portion of our business. Detation in the quality of these accounts
receivable because customers fail to pay on tina all, or any adverse changes in laws reguldtiaggranting or servicing of credit, could
have a material adverse effect on our businesdimauacial condition.

COMPETITION

We face competition for customers from traditiodepartment stores such as those operated by h@ey€ompany, Inc., Federated
Department Stores Inc., The May Department Stomeapainy, Kohl's Corporation and Sears, Roebuck angffdm regional department
stores such as Boscov's Department Store, Ine $fmecialty stores; and, to a lesser extent, @aialand internet retailers. In a number of
markets, we compete with national department sthains which are better established, and in otteekets we face potential competition
from national chains that have not yet entered soatkets. In all markets, we generally competecfmtomers with department stores
offering moderately priced goods. Many of our cotitpes have substantially greater financial andeotiesources than The Bon-Ton, and

some of our competitors have greater leverage wettors, which may allow such competitors to obtagrchandise more easily or on better

terms. In several of our markets, we compete wéihagtment stores which have a larger store ortardetation in the market.

We believe we compare favorably with our competitoith respect to quality, depth and breadth ofam&ndise, prices for comparable
quality merchandise, customer service and storg@ment. We also believe our knowledge of secondaarkets, developed over many
years of operation, gives us a competitive advantagwe focus on secondary markets as our prinesyad operatior
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ASSOCIATES

As of February 2, 2002, we had approximately 3 fll&time and 5,100 part-time associates. We empldgitional part-time associates
during peak periods. None of our associates amesepted by a labor union. We believe that outioglahip with our associates is good.

EXECUTIVE OFFICERS

The Executive Officers of the Company are:

NAME AGE POSITION

Tim Grumbacher 62 Chairman of
James H. Baireuther 55 Vice Chairma
Frank Tworecke 55  Vice Chairma
Lynn C. Derry 46  Senior Vice
John S. Farrell 56  Senior Vice
Robert A. Geisenberger 41  Senior Vice
William T. Harmon 47  Senior Vice
Patrick J. Mclntyre 57  Senior Vice
Jeffrey D. Moore 35  Senior Vice
Keith E. Plowman 44 Senior Vice
Ryan J. Sattler 57  Senior Vice

the Board and Chief Executive Officer

n and Chief Administrative Officer and Director
n and Chief Merchandising Officer and Director
President - General Merchandise Manager
President - Stores

President - General Merchandise Manager
President - Sales Promotion and Marketing
President - Chief Information Officer

President - General Merchandise Manager
President - Finance

President - Human Resources and Operations

Mr. Grumbacher has been Chairman of the Board fmerthan five years, and has served as Chief ExecOfficer since June 2000.

Mr. Baireuther has been Vice Chairman and Chief ihistrative Officer since September 2001. From Baby 2000 to September 2001, he
was Executive Vice President - Chief Financial &dfi and for more than three years prior to tma¢the was Senior Vice President - Chief

Financial Officer.

Mr. Tworecke joined the Company in November 199¥ige Chairman and Chief Merchandising Officer anBirector. From January 1996
until November 1999, he was President and Chiefr&@joegy Officer of Jos. A. Bank Clothiers.



Ms. Derry was appointed Senior Vice President -&e@nMerchandise Manager in February 2001. For rtiae four years prior to that time,
Ms. Derry was a Divisional Merchandise ManagerTbe Bon-Ton.

Mr. Farrell was appointed Senior Vice Presidentor&s in June 2000. For more than four years poithat time, Mr. Farrell was Vice
President - Stores for The Bon-Ton.

Mr. Geisenberger was appointed Senior Vice Presid&eneral Merchandise Manager in July 2000. Forenthan four years prior to that
time, Mr. Geisenberger was a Divisional Merchandilemager for The Bon-Ton.

Mr. Harmon joined the Company as Senior Vice Peydid Sales Promotion, Marketing and Strategic itaqin June 1997. From 1989 to
1997, Mr. Harmon was with The May Department St@empany, serving in various executive positions.

Mr. Mclintyre joined The Bon-Ton as Senior Vice Rdest - Chief Information Officer in June 1997. Frd. 988 to June 1997, Mr. Mclintyre
was Senior Vice President - Chief Information Qdfior the Cato Corporation, a women's speciakyiles.

Mr. Moore was appointed Senior Vice President -&aihMerchandise Manager in February 2001. He gbthe Company as Vice President -
Divisional Merchandise Manager in July 1998. Frarty 1990 to 1998, Mr. Moore was with Lord & Taylonost recently as the divisional
merchandise manager for men's clothing and fumgghi

Mr. Plowman was appointed Senior Vice Presidenbatice in September 2001. From May 1999 to Septe@0fl, he was Vice President -
Controller, and from August 1997 to May 1999 he Wassional Vice President - Controller. Prior twat, he was controller for the York
Group, Inc., a manufacturing concern.

Mr. Sattler was appointed Senior Vice Presidentimidn Resources and Operations in June 2000. Fer tman four years prior to that time,
Mr. Sattler was Senior Vice President - Operations.

CAUTIONARY STATEMENTS RELATING TO FORWARD-LOOKING | NFORMATION

The Company and its representatives may, from tintene, make written or verbal forward-lookingtstaents. Those statements relate to
developments, results, conditions or other evdr@<iompany expects or anticipates will occur infthere. Without limiting the foregoing,
those statements may relate to future revenuesingar store openings, market conditions and tinepatitive environment. Forward-looking
statements are based on management's then-cuiesstand assumptions and, as a result, are subjasks and uncertainties that could
cause actual results to differ materially from #hpsojected.



All forward-looking statements are qualified by fieowing which contain several of the importaatfors that could cause actual results to
differ materially from those predicted by the fordldooking statements:

Competitive Pressures

Our retail business is highly competitive. We cotefder customers, employees, locations, produetsjces and other important items
necessary for the successful operation of our essiwith local, regional and national retailerso§ehcompetitors, some of which have gre
financial and other resources than those of thefamy, include department stores, specialty apgtoets, outlet stores, discount stores,
general and mass merchandisers, mail-order anttatézcommerce retailers, and other forms of fe@inmerce.

Customer Trends

It is difficult to predict what merchandise consumwill want. A substantial part of our businessiépendent on our ability to make correct
trend decisions for a wide variety of goods andises. Failure to accurately predict constantlyngiag consumer tastes, preferences,
spending patterns and other lifestyle decisionsdcadversely affect short-term results and longateglationships with our customers.

Credit Operations

Sales of merchandise and services are facilitaggidoCompany's credit card operations. These tccadi operations also generate additional
revenue from fees related to extending credit. &hility to extend credit to our customers depemidsnany factors, including compliance w
federal and state laws which may change from trtérie. In addition, changes in credit card usgnpent patterns and default rates may
result from a variety of economic, legal, sociatlather factors that we cannot control or predithwertainty. Changes that adversely affect
our ability to extend credit and collect paymendald negatively affect our results and financiahdition.

General Economic Conditions

General economic factors that are beyond our cbintilaence the Company's forecasts and directigcafperformance. These factors include
interest rates, recession, inflation, deflatiomstamer credit availability, consumer debt leveds, ates and policy, unemployment trends and
other matters that influence consumer confidendespending. Increasing volatility in financial mat& may cause these factors to change
with a greater degree of frequency and magnitude.

Product Sourcing

The products we sell are sourced from a wide wanétlomestic and international vendors. Our abtlit find qualified vendors and access
products in a timely and efficient manner is a Bigant challenge which is typically even more difflt with respect to goods sourced outside
of the United



States. Trade restrictions, tariffs, currency exgearates, transport capacity and costs, and fgbtars significant to this trade are beyond
control and could adversely affect our business.

Advertising and Marketing Programs

The Company spends extensively on advertising aamtteting. Our business depends on high customiictiaour stores and effective
marketing. If our advertising and marketing effate not effective, this could negatively affect oesults.

Inventory Control

The Company's merchants focus on inventory levadstalance these levels with plans and trends.gsxoeentories could result in
significant markdowns, which could adversely affegt results.

Cost Containment

The Company's performance depends on appropriatageanent of its expense structure, including ilénge general and administrative
costs. The Company is continuously focused on lieduexpenses as a percent of sales. The Compailyiefto meet its expense budget ¢
appropriately reduce expenses during a weak sed=on could adversely affect our results.

Other Factors

Other factors that could cause actual resultsfferdnaterially from those predicted include: wesatlchanges in the availability or cost of
capital, the availability of suitable new storedtons on acceptable terms, shifts in seasondiighopping patterns, work interruptions, the
effect of excess retail capacity in our marketstemal acquisitions or dispositions, or adverseitesn material litigation.

The foregoing list of important factors is not axgive, and the Company does not undertake to revigéorward-looking statement to reflect
events or circumstances that occur after the tietstatement is made.

ITEM 2. PROPERTIES.
Our stores, which all operate under "The Bon-Tcerhe, vary in size from approximately 33,000 to 060,square feet.
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The following table sets forth the number of staaethe beginning and end of each of the lastyaers:

Fiscal Year 2001 2000 1999 19 98 1997
Number of stores:
Beginning of year 73 72 65 64 64
Additions 0o 1 7 2 0
Closings 0o o0 0 (1) 0
End of year 73 73 72 65 64

We plan to maintain our growth by expanding andraging existing stores and by opening new storeadtition, we will consider
acquisitions of department store companies or tleeirestate assets if and when such opportuitiss. Our market positioning strategy has
been to locate new stores, or acquire existing emngs or their stores, in secondary markets gdpevihin or contiguous to existing areas
of operation.

The following table provides certain informatiomyagding our store properties:

APPROXIMATE

SQUARE YEAR OPENED
MARKET LOCATION FOOTAGE OR ACQUIRED
PENNSYLVANIA
Allentown South Mall 101,800 1994
Bethlehem Westgate Mall 102,000 1994
Bloomsburg Columbia Mall 46,100 1988
Butler Clearview Mall 100,800 1982
Carlisle Carlisle Plaza Mall 59,900 1977
Chambersburg Chambersburg Mall 55,600 1985
Doylestown Doylestown Shopping Center 55,500 1994
Easton Palmer Park Mall 115,100 1994
Greensburg Westmoreland Mall 100,000 1987
Hanover North Hanover Mall 67,600 1971
Harrisburg Capital City Common s 141,200 1987
Colonial Park Shopp ing Center 136,500 1987

Indiana Indiana Mall 60,400 1979
Johnstown The Galleria 80,900 1992
Lancaster Park City Center 144,800 1992
Lebanon Lebanon Plaza Mall 53,700 1994
Lewistown Central Business Di strict 46,700 1972
Oil City Cranberry Mall 45,200 1982
Pottstown Coventry Mall 88,300 1999
Pottsville Schuylkill Mall 61,100 1987
Quakertown Richland Mall 88,100 1994
Reading Berkshire Mall 159,400 1987
Scranton The Mall at Steamto wn 102,500 2000
State College Nittany Mall 70,200 1994
Stroudsburg Stroud Mall 87,000 1994
Sunbury Susquehanna Valley Mall 90,000 1978
Trexlertown Trexler Mall 54,000 1994
Uniontown Uniontown Mall 71,000 1976
Warren Warren Mall 50,000 1980



APPROXIMATE
SQUARE YEAR OPENED

MARKET LOCATION FOOTAGE OR ACQUIRED
Washington Crown Washington Ce nter 78,100 1987
Williamsport Lycoming Mall 60,900 1986
Wilkes-Barre Midway Shopping Cen ter 66,000 1987

Wyoming Valley Mall 159,500 1987
York York Galleria 132,000 1989

Queensgate Shopping Center 85,100 1962

West Manchester Mal | 80,200 1981

NEW YORK
Binghamton Oakdale Mall 80,000 1981
Buffalo Northtown Plaza 100,800 1994

Walden Galleria 150,000 1994
Eastern Hills Mall 151,200 1994
McKinley Mall 97,200 1994
Sheridan/Delaware P laza 124,100 1994
Southgate Plaza 100,500 1994
Elmira Arnot Mall 74,800 1995
Glens Falls Aviation Mall 80,300 1999
Ithaca Pyramid Mall 52,400 1991
Jamestown Chautauqua Mall 59,900 1998
Lockport Lockport Mall 82,000 1994
Massena St. Lawrence Centre 51,000 1994
Newburgh Newburgh Mall 61,800 2000
Niagara Falls Summit Park Mall 88,100 1994
Olean Olean Mall 73,000 1994
Rochester Greece Ridge Center 144,600 1996
The Marketplace Mal 100,000 1995
Irondequoit Mall 102,600 1995
Eastview Mall 120,600 1995
Saratoga Springs Wilton Mall 71,700 1993
Syracuse Carousel Center 80,000 1994
Camillus Mall 64,700 1994
Great Northern Mall 98,400 1994
Shoppingtown Mall 70,100 1994
Watertown Salmon Run Mall 50,200 1992

MARYLAND
Cumberland Country Club Mall 60,900 1981
Frederick Frederick Towne Mal 97,700 1972
Hagerstown Valley Mall 126,000 1974

NEW JERSEY
Brick Brick Plaza 53,500 1999
Phillipsburg Phillipsburg Mall 65,000 1994
Red Bank Central Business Di strict 33,300 1999
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APPROXIMATE
SQUARE YEAR OPENED
MARKET LOCATION FOOTAGE OR ACQUIRED

WEST VIRGINIA

Martinsburg Martinsburg Mall 65,800 1994

CONNECTICUT

Hamden Hamden Mart 58,900 1999
MASSACHUSETTS
Westfield Westfield Shops 50,600 1998

NEW HAMPSHIRE

Concord Steeplegate Mall 87,700 1999
VERMONT
S. Burlington University Mall 60,000 1999

We lease 65 of our stores and own eight storespfwehich are subject to ground leases. We ledetabof 178,600 square feet for our
executive and administrative offices in York, Perwznia, lease our 143,700 square foot distributienter in York, Pennsylvania, and lease
our 326,000 square foot distribution center in Altavn, Pennsylvania.

ITEM 3. LEGAL PROCEEDINGS.

We are a party to legal proceedings and claimsiwaitse during the ordinary course of businessdé/aot expect the ultimate outcome of
all such litigation and claims to have a mater@lerse effect on our financial position or resofteperations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
None.
PART Il

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY
AND RELATED STOCKHOLDER MATTERS.

The Common Stock is traded on the Nasdag Stock &gskmbol: BONT). There is no established pubhlding market for the Class A
Common Stock. The Class A Common Stock is convertih a share for share basis into Common Stoo& f@llowing table sets forth the
high and low
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sales price of the Common Stock as furnished bylalzs

2001 2000
High Low H igh Low
I1stQuarter $ 350 $ 212 % 400 $ 228
2nd Quarter 3.16 2.45 2.88 1.75
3rd Quarter 3.00 1.77 2.44 1.69
4th Quarter 3.39 2.25 3.50 1.69

On April 5, 2002, there were approximately 336 shatders of record of Common Stock and five shddehe of record of Class A Common
Stock.

We have not paid cash dividends since our initiddlisc offering in September 1991 and do not anéitggpaying cash dividends in the
foreseeable future. The Company intends to retaiearnings, if any, for operation and expansiothefousiness. The payment and rate of
future dividends, if any, are subject to the disoreof the Board of Directors and will depend ugarnings, financial condition, capital
requirements, contractual restrictions under cuiredebtedness and other factors. Our revolvinditegreement contains restrictions on our
ability to pay dividends and make other distribngo

ITEM 6. SELECTED FINANCIAL DATA.

Item 6 is hereby incorporated by reference to the mterial under
"Selected Consolidated Financial and Operating 'Darigpage 20 of our Annual Report, attached hemstBxhibit 13.1.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.

Item 7 is hereby incorporated by reference to the mterial under
"Management's Discussion and Analysis of Finar€@idition and Results of Operations" on pages &iutfh 27 of our Annual Report,
attached hereto as Exhibit 13.2.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK.

Item 7A is hereby incorporated by reference to thenaterial under
"Management's Discussion and Analysis of Finar€idition and Results of Operations" on pages &utfh 27 of our Annual Report,
attached hereto as Exhibit 13.2.

ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA.

Item 8 is hereby incorporated by reference to the Bport of Independent
Public Accountants, Consolidated Financial Statdmand Notes thereto on pages 28 through 46 oApoual Report,
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attached hereto as Exhibit 13.3.
ITEM 9. CHANGE IN AND DISAGREEMENTS WITH ACCOUNTANT S ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT.

The information regarding executive officers islitied in Part | under the heading Executive Ofcd@he remainder of the information
called for by this Item will be contained in ouroRy Statement and is hereby incorporated by reéerdinereto.

ITEM 11. EXECUTIVE COMPENSATION.

The information called for by this Item will be daimed in our Proxy Statement and is hereby inaared by reference thereto (other than
information called for by Items 402(k) and (I) oéulation S-K, which is not incorporated hereinréference).

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT.

The information called for by this Item will be daimed in our Proxy Statement and is hereby inaaed by reference thereto.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The information called for by this Item will be daimed in our Proxy Statement and is hereby inaaed by reference thereto.
PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES,
AND REPORTS ON FORM 8-K.

(a) The following documents are filed as part @ tieport:
1. Consolidated Financial Statements -- See Ilteib®e.
2. Consolidated Financial Statement Schedulese-t!&eIndex to Consolidated Financial Statemene®ales on page F-1.
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3. The Securities and Exchange Commission allows Uiscorporate by reference” information intostfiorm 10-K, which means we can
disclose important information by referring to amatdocument filed with the Commission. The follogriare exhibits to this Form 10-K and,
if incorporated by reference, we have indicateddbeument previously filed with the Commission ihigh the exhibit was included.

EXHIBIT DESCRIPTION
NO.
3.1 Articles of Incorporation
3.2 Bylaws
10.1 Shareholders' Agreement a

and the shareholders name

* 10.2 (a) Employment Agreement with

* (b)  First Amendment to Employ
with Michael L. Gleim

* (c) Second Amendment to Emplo
Michael L. Gleim
* 10.3 (@) Employment Agreement with
(b) First Amendment to Employ
Frank Tworecke
* 10.4 Employment Agreement with

* 105 Form of severance agreeme
executive officers

* 10.6 Supplemental Executive Re

10.7 Consulting and Noncompeti
Between the Company and L

* 10.8 Amended and Restated 1991
Restricted Stock Plan

* 10.9 2000 Stock Incentive Plan

* 10.10 Phantom Equity Replacemen

DOCUMENT IF INCORPORAT

Exhibit 3.1 to the Rep
0-19517 ("Form 8-B")

Exhibit 3.2 to Form 8-
mong the Company Exhibit 10.3 to Amendm
d therein Statement on Form S-1,
("1991 Form S-1")
Michael L. Gleim Exhibit 10.4 to Form 8
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for the fiscal year en
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*

10.11

Management Incentive Plan
Management Incentive Plan

10.12 (a) Sublease of Qil City, Pen

(b)

©

between the Company and M

First Amendment to Oil Ci
sublease

Corporate Guarantee with
Pennsylvania lease
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The Bon-Ton Receivables C
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National Bank of Chicago,
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Receivables Purchase Agre

Amendment dated as of Jun
Receivables Purchase Agre
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©
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®
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Co., Inc., and The Bon-To
Inc., the Other Credit Pa
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(i) Eighth Amendment to Credit Agreement

13.1 Page 20 of the Annual Report.

13.2  Pages 21 through 27 of the Annual Report.
13.3 Pages 28 through 46 of the Annual Report.
21.  Subsidiaries of The Bon-Ton.

23.  Consent of Arthur Andersen LLP.

99.1 Letter to the SEC pursuant to Temporary Ru le 3T.

* Constitutes a management contract or compensataryor arrangement.
(b) Reports on Form 8-K filed during the fourth cea.

None
SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the reaiigthas duly caused this report to be
signed on its behalf by the undersigned.

THE BON-TON STORES, INC.

Dat ed: April 16, 2002 By: [/s/ Tim G unbacher

Ti m Grunbacher
Chai rman of the Board
Chi ef Executive Oficer
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Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

Signature Capacity Date
/sl Tim Grumbacher Chairman o f the Board April 16, 2002
Tim Grumbacher and Chief Executive Officer
/sl James H. Baireuther Vice Chair man, Chief April 16, 2002
James H. Baireuther Administra tive Officer and Director

(principal financial and

accounting officer)
/sl Samuel J. Gerson Director April 16, 2002

Samuel J. Gerson

/sl Michael L. Gleim Director April 16, 2002

Michael L. Gleim

/sl Lawrence J. Ring Director April 16, 2002

Lawrence J. Ring

/sl Robert C. Siegel Director April 16, 2002

Robert C. Siegel

/sl Leon D. Starr Director April 16, 2002

Leon D. Starr

/sl Frank Tworecke Vice Chair man, Chief April 16, 2002
Frank Tworecke Merchandis ing Officer

and Direct or
/sl Leon F. Winbigler Director April 16, 2002

Leon F. Winbigler

/sl Thomas W. Wolf Director April 16, 2002

Thomas W. Wolf
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDUL E
To The Bon-Ton Stores, Inc.:

We have audited in accordance with auditing statglgenerally accepted in the United States, theddiolated financial statements included
in The Bon-Ton Stores, Inc.'s annual report toahalders incorporated by reference in this ForniK1@nd have issued our report thereon
dated March 6, 2002. Our audit was made for thegae of forming an opinion on those statementstalsea whole. The schedule listed in
the accompanying index is the responsibility of tbexpany's management and is presented for purpbsemplying with the Securities and
Exchange Commission's rules and is not part ob#tsic financial statements. This schedule has bealgjected to the auditing procedures
applied in the audit of the basic financial statetaend, in our opinion, fairly states in all mékrespects the financial data required to be set
forth therein in relation to the basic financiateiments taken as a whole.

/sl Arthur Andersen LLP

Phi | adel phia, PA
March 6, 2002
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SCHEDULE II: VALUATION AND QUALIFYING ACCOUNTS

THE BON-TON STORES, INC. AND SUBSIDIARIES

BALANC EAT CHARGED TO BALANCE AT
BEGIN NING COSTS END OF
CLASSIFICATION OF PE RIOD & EXPENSES DEDUCTIONS PERIOD

YEAR ENDED JANUARY 29, 2000:

Allowances for doubtful
accounts and sales returns.......... $ 3,692 ,000 $ 7,038,000(1) $ (7,563,000)(2) $ 3,167,000

Reserve for store closing.............. $2,808 ,000 $(2,492,000)(4) $ (86,000)(3) $ 230,000
YEAR ENDED FEBRUARY 3, 2001:

Allowances for doubtful
accounts and sales returns.......... $ 3,167 ,000 $7,797,000(1) $(6,919,000)(2) $ 4,045,000

Reserve for store closing.............. $ 230 ,000 $ - $ (140,000)(3) $ 90,000
YEAR ENDED FEBRUARY 2, 2002:

Allowances for doubtful

accounts and sales returns.......... $ 4,045 ,000 $ 7,682,000 (1) $ (8,319,000)(2) $ 3,408,000
Reserve for store closing.............. $ 90 ,000 $ - $  (4,000)(3) $ 86,000
NOTES:

(1) Provision for merchandise returns and lossreditsales.

(2) Uncollectible accounts written off, net of reeoies.

(3) Store closing expenses, net of recoveries.

(4) Restructuring income, relating to the leaseteation as discussed in Note 16 of the finand&tesnents.
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EXHIBIT 10.3(B)
FIRST AMENDMENT TO EMPLOYMENT AGREEMENT

This Amendment made as of this 10th day of ApA02 is by and between The Bon-Ton Stores, IncermBylvania corporation (“the
Company") and Frank Tworecke ("Employee").

WITNESSETH

WHEREAS, Employee is currently employed by the Camppursuant to an Employment Agreement dated Nbeerhl, 1999
("Employment Agreement"); and

WHEREAS, the Company and Employee mutually desiriend the Employment Agreement and to exterterits;

NOW THEREFORE, in consideration of the facts, mufuramises and covenants contained herein anddimgrio be legally bound herek
the Company and Employee hereby agree as follows:

1. Effective March 16, 2001, paragraph 4(a) ofEEneployment Agreement shall be amended to providaridncrease in Employee's base
salary to an annual rate of $475,000.

2. Paragraph 2 of the Employment Agreement is aetdim provide that the Employment Agreement staitioue through and terminate on
January 29, 2005, unless sooner terminated in danoe with paragraph 13 of the Employment Agreement

3. Paragraph 9 of the Employment Agreement is s@pled in its entirety by the terms and provisionte Bon-Ton Stores, Inc.
Supplemental Executive Retirement Plan.

4. Except as provided in this Amendment, the tesfitie Employment Agreement shall remain in efflead Employee shall retain all
compensation, benefits and stock options previogisynted to him, subject to the vesting scheduléosth in the Employment Agreement.
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THE BON-TON STORES, INC.

By:

/'s/ Tim Grunbacher
Ti m Grunbacher
Chi ef Executive Oficer

/sl Frank Tworecke
Frank Twor ecke
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EXHIBIT 10.4
EMPLOYMENT AGREEMENT

THIS AGREEMENT made as of this 3rd day of Febru&g02, by and between THE BON-TON STORES, INC.earRylvania corporation
(the "Company"), and JAMES H. BAIREUTHER ("Employkee

WITNESSETH:

In consideration of the mutual promises and coveneontained herein and intending to be legallynobliereby, the Company and Employee
agree as follows:

1. Position and Responsibilities.

(&) The Company hereby employs Employee and Emplbgeeby accepts employment by the Company asdhmpéhy's Vice Chairman a
Chief Administrative Officer or in a position of egarable status and responsibility. Employee dtale all the duties and responsibilities
normally attendant to the position of Vice Chairnaantl Chief Administrative Officer (or a position @dmparable status and responsibility)
and shall report directly to the Chief Executivdi€r of the Company or such other person as thegamy's Board of Directors ("Board")
may designate in the absence of the Chief Execiffieer.

(b) Throughout the term of this Agreement, Emplogkall devote his entire working time, energy, rtte, skill and best efforts to the affe
of the Company and to the performance of his diteeunder in a manner which will faithfully andigintly further the business and
interests of the Company. Employee may not, diyemtlindirectly, do any work for or on behalf otampetitor or any other company while
employed by the Company. However, nothing hereirtained shall be deemed to prevent or limit thatrif Employee to invest any of his
personal funds in less than one percent of thealagiock or other securities of any corporatiorosgstock or securities are publicly owned
or are regularly traded on any public exchange shall this clause be construed as preventing Eyaplérom investing his assets in such
other form or manner as will not require any segsion the part of Employee in the operation owaffars of entities in which such
investments are made.

(c) Employee shall not obtain goods or servicestberwise deal on behalf of the Company with ansitess or entity in which Employee or
a member of his immediate family has a financitdriest or from which Employee or a member of hisiadiate family may derive a financ
benefit as a result of such transaction, exceptttiisprohibition shall not
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apply to any public company in which Employee onember of his immediate family owns less than ceregnt of the outstanding stock.

2. Term of Agreement. This Agreement, and Emplayegiployment hereunder, shall commence as of Fgb8u2002 (the "Effective Date
and shall continue through and terminate on JanBkr2004, unless sooner terminated in accordartbeRaragraph 10 below.

3. Place of Performance. Employee shall be bastgtaegular executive offices of the Company, pkéer travel required for Company
business. The Company's executive offices curramthylocated in York, Pennsylvania, but may becagied at the sole discretion of the
Board.

4. Compensation.

(a) Salary. Employee shall receive a base salaheannual rate of $400,000. This base salary téeses and normal deductions, shall be

to Employee in substantially equal installmentadoordance with the Company's regular executivegligyractices in effect from time to
time. The annual base salary may be reviewed fim@ to time during the term of this Agreement by @ompensation Committee of the
Board to ascertain whether, in the sole discratiothe Compensation Committee, such base salatiégbe increased or decreased but in no
event will the base salary be less than $400,009 s

(b) Bonus. Employee shall be eligible to receiveaanual bonus, not to exceed 75% of annual baaeysal accordance with objectives to be
determined by the Company. To the extent reasormaidygible, the annual bonus shall be computed m@hidays following the close of the
Company's fiscal year and paid within 30 days®tdmputation.

5. Car Allowance. The Company shall pay to Empldiyé@1.67 per month, less taxes and normal dedws;tama car allowance.
6. Insurance.

(a) Life Insurance. Employee shall receive term iifsurance coverage equal to two times his bdag/s@t to exceed $650,000, subject to
the restrictions, limitations and requirements aored in the insurance agreement(s), providedhthgiasses the insurance company's req
medical examination and is insurable at standasesbra

(b) Medical Insurance. Employee and his eligiblpatedents shall be eligible to participate in thenpany's group medical plans in
accordance with the terms of such plans



and, subject to the restrictions and limitationstamed in the insurance agreement or agreements.

(c) Medical Allowance. The Company shall pay Emeley191.67 per month, less taxes and normal dedscts a medical allowance. If
Employee pays medical expenses (other than foraakitisurance) in excess of $2300.00 in eithehefytears during the term of this
Agreement, the Company shall pay Employee an amtas# taxes and normal deductions, equal to thiitcaleexpenses (other than for
medical insurance) paid by Employee in excess 80820 up to but not exceeding $8000.00 for suein, ygpon receipt of proper receipts
therefore.

7. Other Benefits. Employee shall be eligible tdipgpate in the Company's profit sharing plangcdisnt program, vacation plan, long-term
disability plan and other benefit and policy prageagenerally made available to other executivah@fCompany, subject to their respective
eligibility requirements and other terms, condii@nd restrictions, except to the extent that #eetefits and programs (including, without
limitation, severance) are addressed in this AgergnHowever, nothing in this Agreement shall pudel the Company from amending or
terminating any such insurance, benefit, programplam so long as the amendment or terminationpdicgble to the Company's executives
generally. Moreover, the Company's obligations urhlis provision shall not apply to any insuraneenefit, program or plan made available
on an individual basis to one or more select exee@mployees if such insurance, benefit, prograplan is not made available to all
executive employees. With respect to Employeesogaation in the Company's vacation plan, Emplogball be eligible for four weeks
vacation per fiscal year, which vacation entitletrsrall be praated in any fiscal year in which Employee doeswartk the entire fiscal yee

8. Business Expenses. The Company shall pay obtesa Employee for reasonable entertainment arat ettpenses incurred by Employee
in connection with the performance of Employeeeduwinder this Agreement upon receipt of vouctiesefore and in accordance with the
Company's regular reimbursement procedures andiggadn effect from time to time.

9. Disability or Incapacity. If Employee becomegygibally or mentally unable to perform his essdmigies hereunder, with or without
reasonable accommodations, the Company will coatBimployee's benefits provided under this Agreerteetite extent permitted by the
applicable plan documents or insurance agreemedtsvél pay Employee the
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difference between his base salary and any bemeéiesved by him under any disability insuranceqyotiuring the period of the disability or
incapacity for up to the lesser of either 13 wefelswing the date Employee is first unable to penfi his duties due to such disability or
incapacity or for a cumulative period of 26 weeksilg the term of this Agreement. In addition, @@mpany shall continue such benefits
compensation referred to above for so long as timagainy elects not to terminate Employee pursuaRatagraph 10 below.

10. Termination of Employment. Notwithstanding antlger provision of this Agreement, Employee's emplent and all of the Company's
obligations or liabilities under this Agreement nizgy/terminated immediately, excluding any obligasithe Company may have under
Paragraph 11 below, in any of the following circtanses:

(a) Disability of Incapacity. In the event of Empée's physical or mental inability to perform hésential duties hereunder, with or without
reasonable accommodation, for a period of 13 cartsecweeks or for a cumulative period of 26 wedlsing the term of this Agreement.

(b) Death of Employee. In the event of Employeeathl.

(c) Resignation for Good Reason. Employee may nefsig”"Good Reason”, defined below, upon 30 day#ten notice by Employee to the
Company except as set forth in paragraph 10(dvbélbe Company may waive Employee's obligation esknduring this 30 day notice
period and terminate his employment immediately ifohe Company takes this action in the abseri@geement by Employee, Employee
shall receive the salary which otherwise would be through the end of the notice period. For pugpas this Agreement, "Good Reason"
shall mean a substantial change in Employee'sdatid responsibilities requiring Employee to warlainon-senior executive capacity.

(d) Change of Control. In the event of a Chang€arfitrol, Employee shall be prohibited from resignfar Good Reason for a period of six
months following the Change of Control. For purmoséthis Agreement, a Change of Control shall &ended to occur if:

(i) any "person”, as such term is defined undeties 3(a)(9) and 13(d) of the Exchange Act, whoasan Affiliate of the Company on the
date hereof, becomes a "beneficial owner", as terah is used in Rule 13d-3 under the Exchange &a, majority of the Company's Voting
Stock;



(il) the Company adopts any plan of liquidationypding for the distribution of all or substantial@yl of its assets; or

(iii) the Company is party to a merger, consolidatiother form of business combination or a salallafr substantially all of its assets, unless
the business of the Company is continued follovéing such transaction by a resulting entity (whickyrhe, but need not be, the Company)
and the shareholders of the Company immediatety pvisuch transaction (the "Prior Shareholders!yl hdirectly or indirectly, a majority of
the voting power of the resulting entity.

(e) Discharge for Cause. The Company may dischanggloyee at any time for "Cause", which shall inieut not be limited to: willful
misconduct; fraud; misappropriation; embezzlemgrdss negligence; self-dealing; dishonesty; missgmtation; conflict of interest;
conviction of a crime of moral turpitude; maten@lation of any material Company policy; or breaxftany provision of this Agreement
(including, without limitation, acceptance of emyaleent with another company or performing work aryiding advice to another company,
as an employee, consultant or in any other capagtiite still an employee of the Company).

(f) Discharge without Cause. Notwithstanding antyeotprovision of this Agreement, Employee's emplegitrand any and all of the
Company's obligations under this Agreement (exdgdiny obligations the Company may have under Papadll below) may be termina
by the Company at any time without Cause.

(9) General.

(i) Termination of Employee's employment pursuarthis Paragraph 10 shall release the Company of & liabilities and obligations unc
this Agreement, except as expressly provided uRdeagraph 11 below.

(i) Termination of Employee's employment pursu@nthis Paragraph 10 shall not release Employes ffmployee's obligations and
restrictions under Paragraphs 12 and 13 of thiément.

11. Payments Upon Termination.
(a) Discharge Without Cause or Resignation for GRedson. If Employee is discharged without Causesigns for Good Reason:
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(i) Employee shall receive base salary (paid in thigrinstallments) and the medical and term lifeurance coverages provided herein (or
equivalent) for the greater of the remaining tefrthis Agreement or one yeatr.

(i) If Employee has been employed for at least¢hmonths in the Company's fiscal year in whichténmination of his employment occurs,
Employee will receive a prorated portion (basedrennumber of days employed in the fiscal yeathefbonus which would have been
earned by Employee under Paragraph 4(b) aboveidfiscal year based on the Company's full ygatformance. The bonus, if any, will
paid as soon as practicable after the end of fwalfyear in which the termination occurs.

(iii) Except as set forth above in this Paragraptel and in Paragraph 16, Employee shall not Iggbédi for any payments or other benefits
upon termination of his employment without Causeesignation for Good Reason.

(iv) Notwithstanding any other provision of this

Agreement, if the aggregate present value of thedghute payments" to Employee, determined undeio®e280G(b) of the Internal
Revenue Code of 1986, as amended (the "Code'l)Jéast three times the "base amount” determineeusuch Section 280G, then the
compensation otherwise payable under this Agreearahany other amount payable hereunder or pursoamy other severance plan,
program, policy or obligation of the Company or afijliate thereof shall be reduced so that theregate present value of the parachute
payments to Employee, determined under such Se2806, does not exceed 2.99 times the base amaurd.event, however, shall any
benefit provided hereunder be reduced to the esterit benefit is specifically excluded by

Section 280G(b) of the Code as a "parachute paymeiais an "excess parachute payment”. Any de@siegarding the requirement or
implementation of such reductions shall be madsumh tax counsel as may be selected by the Congahgcceptable to Employee.

(v) Employee's right to commencement and contionadf payments and benefits under Paragraph 1(a)@hall be contingent upon
(i) execution by Employee at or about the timeeofrtination of his employment of a general reledsdaims (including without limitation
contractual, common law and statutory claims) faren satisfactory to the Company in favor of then@any and its officers, directors,
executives and agents substantially similar in stz to the release attached as Exhibit "A" whielioes not revoke; and (ii)
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compliance by Employee with all of the terms obtAigreement including without limitation Paragragi2sand 13 hereof.
(b) Death or Disability/Incapacity.

(i) On death, Employee's estate's sole entitlewéhbe to base salary for any days worked priohi®death, amounts payable on account of
Employee's death under any insurance or benefispgla policies maintained by the Company, and ayppts to which he is entitled under
the bonus plan then in effect, if any, and the Camyfs stock option plans in accordance with, toetktent provided in, and subject to the
restrictions and payout schedules contained iretiptens.

(if) On termination for disability or incapacity piployee's sole entitlement will be to base salaryahy days worked prior to the date of
termination, amounts payable on account of diggloli incapacity under any insurance or benefihglar policies maintained by the
Company, and any payouts to which he is entitledeuthe bonus plan then in effect, if any, andGloenpany's stock option plans in
accordance with, to the extent provided in, andesatltio the restrictions and payout schedules doetkin those plans.

(c) Discharge for Cause. If Employee is dischargedCause or resigns without Good Reason, Empleysesé entitlement will be the receipt
of base salary for any days worked through the diatermination and any payouts to which he isteEatiunder the bonus plan then in effect,
if any, and the Company's stock option plans iroed&nce with, to the extent provided in, and sulifgthe restrictions and payout schedules
contained in those plans and this Agreement.

12. Company Property. All advertising, sales, maotufrers' and other materials or articles or infiam, including without limitation data
processing reports, customer sales analyses, es/gitice lists or information or any other matsra data of any kind furnished to
Employee by the Company or developed by Employeleatralf of the Company or at the Company's direabiofor the Company's use or
otherwise in connection with Employee's employnwitth the Company, are and shall remain the solecandidential property of the
Company.

13. Non-Competition and Confidentiality. To the rimaMm extent permissible by law:

(&) During his employment with the Company andaqreriod equal to the greater of (x) one year dftetermination of his employment w
the Company for any reason



whatsoever, whether by Employee or by the Compadywahether during the term of this Agreement orsggjpent to the expiration of this
Agreement, or (y) the period during which Employeentitled to receive any payments under Paragtagdy) of this Agreement, Employee
shall not, directly or indirectly:

(i) Induce or influence any customer, employee satiant, independent contractor or supplier of@oenpany to cease to do business with or
terminate his or her employment with the Company.

(i) Engage in (as a principal, partner, directificer, agent, employee, consultant, owner, indejeat contractor or otherwise) or be
financially interested in any retail departmentstbusiness:

(a) that is a direct competitor of the Company. @G@mpetitive lines generate at least 30% of then@any's revenues and at least 30% of the
competitor's revenues); (b) with at least $250iarilin gross annual sales; and (c) operating & sipstores within a 15 mile radius of any
Company store which is in existence or which isarrmbntract to be acquired or constructed by thm@amy at the time of Employee's
termination of employment, and which competingestor stores have total gross annual sales in extd$9o of the Company's gross annual
sales for the prior year, including owned and lddsgsinesses.

(b) During his employment with the Company andlktiraes thereafter, Employee shall not use forgéssonal benefit, or disclose,
communicate or divulge to, or use for the direcindirect benefit of, any person, firm, associat@rcompany other than the Company, any
confidential information of the Company which Emye acquires in the course of his employment, wisictot otherwise lawfully known k
and readily available to the general public. Thisf@ential information includes, but is not limitéo: any material referred to in Paragrapl!
or any information regarding the business, marketiegal or accounting methods, policies, plansgedures, strategies or techniques;
research or development projects or results; tsadects or other knowledge or processes of, oralese by, the Company; names and
addresses of employees, suppliers or customerdolgegconfirms that such information is confidehtiad constitutes the exclusive prope
of the Company and agrees that, immediately upstenimination, whether by Employee or by the Comgpaard whether during the term of
this Agreement or subsequent to the expiratiomisfAgreement, Employee shall deliver to the Conypalhcorrespondence, documents,
books, records, lists, computer programs and other



writings relating to the Company's business; anglégee shall retain no copies, regardless of wbel®y whom said writings were kept or
prepared.

(c) Both during his employment with the Company &ibwing his termination for any reason, whethgrEmployee or by the Company ¢
whether during the term of this Agreement or folilogvthe expiration of the Agreement, Employee shgdbn reasonable notice, furnish to
the Company such information pertaining to his empient with the Company as may be in his posses$tm Company shall reimburse
Employee for all reasonable expenses incurred toyitnifulfilling his obligation under this subparagh(c).

(d) The provisions of subparagraphs (a), (b) ahdlfall survive the termination of Employee's empient as well as the expiration of this
Agreement at the end of its term or at any timerthereto.

(e) Employee acknowledges that the restrictionsatoed in this Paragraph 13, in view of the natfrthe business in which the Company is
engaged and Employee's position with the Compaeyremsonable and necessary to protect the legéimierests of the Company, and that
any violation of those restrictions would resulir@parable injury to the Company. Employee themefagrees that, in the event of his
violation of any of those restrictions, the Compahgll be entitled to obtain from any court of catgnt jurisdiction preliminary and
permanent injunctive relief against Employee, idieidn to damages from Employee and an equitaldewting of all commissions,
earnings, profits and other benefits arising frarmhsviolation, which rights shall be cumulative anéddition to any other rights or remedies
to which the Company may be entitled.

(f) Employee agrees that if any or any portionhaf foregoing covenants, or the application therisafpnstrued to be invalid or
unenforceable, the remainder of such covenantwerants or the application thereof shall not beciéd and the remaining covenant or
covenants will then be given full force and effeithout regard to the invalid or unenforceable jpors. If any covenant is held to be
unenforceable because of the area covered, théatutaereof, or the scope thereof, Employee agiegsthe Court making such
determination shall have the power to reduce tha and/or the duration, and/or limit the scopedbirand the covenant shall then be
enforceable in its reduced form. If Employee vietaany of the restrictions contained in subpardyg(ap the period of such violation (from
the commencement of any such violation until siitie tas such violation shall be cured by Employethéo
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satisfaction of the Company) shall not count towarthe included in the one year (or such longeiodesis may be prescribed by such sect
restrictive period contained in subparagraph (a).

(g) Employee represents and warrants that the ledye, skill and abilities he possesses at thedinhés execution of this Agreement are
sufficient to permit him to earn a living by worlgirior a non-competitor of the Company for the iestre period set forth in subparagraph (a)
above.

(h) For purposes of Paragraphs 12 and 13 of thisékgent, the term "Company" shall include not drtt¢ BonTon Stores, Inc., but also a
of its successors, subsidiaries or affiliates.

15. Prior Agreements. Employee represents to Coyngbeat: (a) there are no restrictions, agreementsderstandings whatsoever to which
Employee is a party which would prevent or makewflil his execution of this Agreement or his emphant hereunder, (b) his execution of
this Agreement and his employment hereunder sbakkonstitute a breach of any contract agreemeanderstanding, oral or written, to
which he is a party or by which he is bound; anjchéis free and able to execute this Agreementaedter into employment with the
Company.

16. Stock Option Grants/Restricted Stock Awardspleee has heretofore received options to purcklaees of Common Stock of the
Company ("Stock Option Grants") and an award of @amm Stock of the Company subject to restrictiofegtricted Stock Award"), all as
noted below:

Date No. of shares Type Termination Date
6-26-96 20,000  Stock Option Grant 6-26-05
2-27-98 10,000  Stock Option Grant 2-26-08
4-17-01 51,000 Restricted Stock Awa rd N.A.
1-25-02 100,000  Stock Option Grant 1-24-12

Notwithstanding anything to the contrary providadany Stock Option Grant or Restricted Stock Aw#rBmployee is discharged witho
Cause or resigns for Good Reason, all Stock Ogiamts vested as of the date of such dischargesaymation shall remain exercisable until
the Termination Date noted above with respect th Stock Option Grant, and further, in the everd @hange of Control, all Stock Option
Grants and the Restricted Stock Award shall imntefiavest.
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17. Entire Understanding. This Agreement and The-Bon Stores, Inc. Supplemental Executive RetirdrRéamn contain the entire
understanding between the Company and Employeeresghect to the subject matter hereof and superdedeor and contemporary
agreements and understandings, inducements ortioorsliexpress or implied, written or oral, betwéiee Company and Employee except as
herein contained. The express terms hereof coatmlsupersede any course of performance and/oe w$dlge trade inconsistent with any of
the terms hereof.

18. Supplemental Executive Retirement Plan. Thetsignd obligations of each of Employee and the fizom as provided in the
Supplemental Executive Retirement Plan shall naltezed in any respect due to the terms and gomdsof this Agreement.

19. Modifications. This Agreement may not be maatiforally but only by written agreement signed loyptoyee and the Company's Chief
Executive Officer or such other person as the Boaagt designate specifically for this purpose.

20. Provisions Separable. The provisions of thises&gent are independent of and separable fromatheh, and no provision shall be
affected or rendered invalid or unenforceable btuei of the fact that for any reason any othertbers of them may be invalid or
unenforceable in whole or in part.

21. Consolidation, Merger or Sale of Assets. Najtimthis Agreement shall preclude the Company fommsolidating or merging into or

with, or transferring all or substantially all ¢$ iassets to, another entity which assumes thisekgent and all obligations and undertakings of
the Company hereunder. Under such consolidationgen®r transfer of assets and assumptions, the"tbee Company" as used herein, shall
mean such other entity and this Agreement shaliwoa in full force and effect.

22. Notices. All notices, requests, demands aneratbmmunications required or permitted under Ageeement shall be in writing and shall
be deemed to have been duly given, made and receiven delivered (personally, by courier servicehsas Federal Express, or by
messenger) or when deposited in the United Stasdls,megistered or certified mail, postage predpegturn receipt requested, addressed as
set forth below:

(a) If to the Company:

The Bon-Ton Stores, Inc.
2801 E. Market Street

11



York, PA 17402
Attention: Chief Executive Officer

with a copy to:

Henry F. Miller, Esquire

Wolf, Block, Schorr and Solis-Cohen
1650 Arch Street, 22nd Floor
Philadelphia, PA 19103

(b) If to Employee:

James H. Baireuther
942 High Meadow Court
Lancaster, PA 17601

In addition, notice by mail shall be by air maipibsted outside of the continental United States:. party may alter the address to which
communications or copies are to be sent by givistgca of such change of address in conformity it provisions of this paragraph for the
giving of notice.

23. No Attachment. Except as required by law, gbtrio receive payments under this Agreement flgadlubject to anticipation,
commutation, alienation, sale, assignment, encunterecharge, pledge, or hypothecation or to execuéttachment, levy or similar process
or assignment by operation of law, and any attergdtintary or involuntary, to effect any such antshall be null, void and of no effect.

24. Binding Agreement. This Agreement shall be lsigdipon, and shall inure to the benefit of, thempany and its successors,
representatives, and assigns and shall be bingiog Employee, his heirs, executors and legal reptasives.

25. No Assignment by Employee. Employee acknowlediat the services to be rendered by him are eraga personal. Accordingly,
Employee may not assign or delegate any of higgighobligations hereunder, except that he maigas®rtain rights hereunder if agreed to
in writing by the Chief Executive Officer.

26. Indulgences. Neither the failure nor any d@ayhe part of either party to exercise any rightedy, power or privilege under this
Agreement shall operate as a waiver thereof, nalt ahy single or partial exercise of any rightnesly, power or privilege with respect to «
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occurrence be construed as a waiver of such nightedy, power or privilege with respect to any othecurrence. No waiver shall be
effective unless it is in writing and is signedthg party asserted to have granted such waiver.

27. Paragraph Headings. The paragraph headingsiAgreement are for convenience only; they foopart of this Agreement and shall
affect its interpretation.

28. Controlling Law. This Agreement and all quessioelating to its validity, interpretation, penfmeince and enforcement (including, without
limitation, provisions concerning limitations oftams), shall be governed by and construed in azare with the laws of the Commonwei
of Pennsylvania, notwithstanding any conflict-ofvtadoctrines of such state or any other jurisdictmthe contrary, and without the aid of
any canon, custom or rule of law requiring congtamcagainst the draftsman.

29. Execution in Counterparts. This Agreement magxecuted in any number of counterparts, eacthatwshall be deemed to be an
original against any party whose signature appbargon, and all of which shall together constitute and the same instrument. This
Agreement shall become binding when one or morateoparts hereof, individually or taken togethéalsbear the signatures of all of the
parties hereto.

IN WITNESS WHEREOF, the parties hereto, intendimdpé legally bound, have duly executed and deldjérePennsylvania, this
Agreement as of the date first above written.

THE BON-TON STORES, INC.

By /s/ Tim G unbacher
Ti m Grunbacher
Chi ef Executive Oficer

JAMES H. BAIREUTHER
/sl James H. Baireuther
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EXHIBIT 10.14()
EIGHTH AMENDMENT TO THE CREDIT AGREEMENT

EIGHTH AMENDMENT, dated as of December 6, 2001 gthi

"Amendment"), among THE BON-TON DEPARTMENT STORHESC. and THE BON-TON STORES OF LANCASTER, INC.
(collectively, the "Borrowers"), the other CredarRes party to the Credit Agreement referred towethe Lenders party to such Credit
Agreement and GENERAL ELECTRIC CAPITAL CORPORATIO&§ Administrative Agent (in such capacity, the BAt), Collateral
Agent (in such capacity, the "Collateral Agent"fidrender.

WITNESSETH:

WHEREAS, the parties hereto have entered intodbedain Credit Agreement, dated as of April 15, 1@8uch Agreement, as amended,
supplemented or otherwise modified from time toetitneing hereinafter referred to as the "Creditegrent,” and capitalized terms defined
therein and not otherwise defined herein are useeias therein defined); and

WHEREAS, the Borrowers desire to have the Lendersral certain provisions of the Credit Agreementt an
WHEREAS, the Lenders have agreed to such amendmpaisthe terms and subject to the conditions dexvherein;

NOW, THEREFORE, in consideration of the premisesenants and agreements contained herein, andéar and valuable consideratic
the receipt and sufficiency of which are herebynaeidedged, the parties hereto hereby agree asv®llo

Section 1. Amendment. The Lenders, the Agent, thredBvers and the other Credit Parties hereby aréee following amendment to the
Credit Agreement:

(a) The definition of "Commitments" contained inex A (Recitals) to Credit Agreement; Definitiosshiereby amended by (i) replacing the
phrase "the signature page" in the third line tbewdth the phrase "ANNEX J" and (ii) replacing thbrase "Two Hundred Million Dollars
($200,000,000) on the Closing Date" in the sixtie lihereof with the phrase "One Hundred Seventg Million Dollars ($175,000,000)".

(b) The definition of "Credit Parties" containedAnnex A (Recitals) to Credit Agreement; Definit®is hereby amended by inserting the
phrase "each of the Guarantors," immediately #ffieiphrase "each Borrower," in the first line tiodre
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(c) The definition of "Revolving Loan Commitmen®mtained in Annex A (Recitals) to Credit Agreemddfinitions is hereby amended by
(i) replacing the phrase "the signature page" étttird line thereof with the phrase "ANNEX J" iyl replacing the phrase "Two Hundred
Million Dollars ($200,000,000) on the Closing Date'the seventh line thereof with the phrase "Onedited Seventy Five Million Dollars
($175,000,000)".

(d) The Appendices to the Credit Agreement arebhyeaenended by adding immediately after ANNEX | syt leNNEX J (Revolving Loan
Commitment), attached hereto as Schedule 1.

Section 2. Consent. The Lenders hereby consehetoreation of a wholly-owned Subsidiary of The Ban National Corp. (the "Gift
Certificate Subsidiary") for the sole purpose oéxgiing a gift certificate program (the "Gift Céidate Program"). The Credit Parties may
transfer assets to the Gift Certificate Subsidiadyether as capital, a loan or otherwise, onhhdxtent that a transfer is required to allow
Gift Certificate Subsidiary to operate the Gift @fgrzate Program. The Gift Certificate Subsidiargymot engage in any business, other than
operating the Gift Certificate Program, or incuy dmdebtedness, other than the Indebtedness pediittSection 6.3 (Indebtedness) of the
Credit Agreement. The Bon-Ton National Corp. spitge the shares of the Gift Certificate Subsydiarthe Agent pursuant to the Pledge
Agreement and the Gift Certificate Subsidiary skaller into a Joinder Agreement to become (a) atGrainder the Security Agreement and
(b) a Guarantor under the Guaranty.

Section 3. Conditions to Effectiveness. This Ameadtishall become effective as of the date here@ivthe Agent shall have received by
later than December 7, 2001, the following:

(a) counterparts of this Amendment executed by &mchower, each Credit Party, the Agent and theurséig Lenders or, as to the Requisite
Lenders, advice satisfactory to the Agent thatRbquisite Lenders have executed this Amendment; and

(b) an amendment fee equal to 0.02% of the amduhedCommitment, as in effect immediately afterigg effect to this Amendment, of
each Lender that has executed this Amendment dive:igbel evidence thereof satisfactory to the Agatrdar before 5:00 p.m. New York City
time on the effective date of the Amendment and paieach such Lender.

Section 4. Affirmative Covenant. The Borrower agré®at it shall deliver to the Administrative Agemthin 15 Business Days of the
formation of the Gift Certificate Subsidiary (ajJainder Agreement substantially in the form of Exhi attached hereto duly executed by
Gift Certificate Subsidiary and (ii) a Pledge Amerght, as set forth in Section 6(d) of the PledgeesBment, pledging the stock of the Gift
Certificate Subsidiary.



Section 5. Representations and Warranties. Theoens and the other Credit Parties hereby jointly severally represent and warrant to
Lenders and the Agent as follows:

(a) After giving effect to this Amendment, eachtlod representations and warranties in SectiontBeo€redit Agreement and in the other
Loan Documents are true and correct in all mateeisppects on and as of the date hereof as thoudl oraand as of such date, except to the
extent that any such representation or warrantyessty relates to an earlier date and except fangés therein not prohibited by the Credit
Agreement.

(b) After giving effect to this Amendment, no Defiaor Event of Default has occurred and is contiguas of the date hereof.

(c) The execution, delivery and performance byGhedit Parties of this Amendment have been dulii@igzed by all necessary or proper
corporate action and do not require the conseapproval of any Person which has not been obtained.

(d) This Amendment has been duly executed andeteli/by each Credit Party and each of this Amentlarahthe Credit Agreement as
amended hereby constitutes the legal, valid andifgnobligation of the Credit Parties, enforceadg@inst them in accordance with its terms.

Section 6. Reference to and Effect on the Loan Bmnis. (a) Upon the effectiveness of this Amendmanind after the date hereof, each
reference in the Credit Agreement "this Agreemeéliigreunder,” "hereof," "herein," or words of likeport, shall mean and be a reference to
the Credit Agreement as amended hereby and eamfenek in the other Loan Documents to "the Credie@ment" shall mean and be a
reference to the Credit Agreement as amended hereby

(b) Except to the extent amended hereby, the gomssof the Credit Agreement and all of the otheah Documents shall remain in full for
and effect and are hereby ratified and confirmed.

(c) The execution, delivery and effectiveness &f &imendment shall not, except as expressly pravideein, operate as a waiver of any
right, power or remedy of the Lenders or the Agerder any of the Loan Documents, nor constitutaev of any provision of any of the
Loan Documents.

Section 7. Costs and Expenses. The Borrowers &gy on demand all costs, fees and expenseg @éfgant in connection with the
preparation, execution and delivery of this Amendtrand the other instruments and documents to beedsd pursuant hereto, including the
reasonable fees and out-of-pocket expenses of ebfarghe Agent with respect thereto.
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Section 8. Execution in Counterparts. This Amendmesly be executed in any number of counterpartdgrdifferent parties hereto in
separate counterparts, each of which when so ee@stiall be deemed to be an original and all otwkaken together shall constitute one
and the same instrument.

Section 9. Governing Law. This Amendment shall beegned by and construed and enforced in accordaitighe laws of the State of New
York applicable to contracts made and performeslirh state, without regard to the principles thieregarding conflict of laws.

[SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREOF, the parties hereto have dulgoexed this Amendment as of the date first abovienr

BORROWERS:

THE BON-TON DEPARTMENT STORES, INC.

By: /s/ H. Todd Dissinger
Name: H. Todd Dissinger
Title:  Treasurer

THE BON-TON STORES OF LANCASTER, INC.

By: /s/ Robert E. Stern
Name: Robert E. Stern
Title: Secretary/Treasurer
OTHER CREDIT PARTIES:

THE BON-TON STORES, INC.

By: /s/ H. Todd Dissinger
Name: H. Todd Dissinger
Title: Treasurer

THE BON-TON CORP.

By: /s/ Robert E. Stern
Name: Robert E. Stern
Title: Secretary

THE BON-TON NATIONAL CORP.
By: /s/ Robert E. Stern

Name: Robert E. Stern

Title:  Secretary
THE BON-TON TRADE CORP.
By: /s/ Robert E. Stern

Name: Robert E. Stern
Title:  Secretary

[SIGNATURE PAGE TO EIGHTH AMENDMENT TO THE BON-TON CREDIT AGREEMENT]



AGENT AND LENDERS:
GENERAL ELECTRIC CAPITAL CORPORATION

By: /s/ Charles Chiodo

Name: Charles Chiodo

Title: Authorized Signatory

THE CIT GROUP/BUSINESS CREDIT, INC.
By: /s/ Steven Schuit

Name: Steven Schuit

Title: Vice President

FIRST UNION NATIONAL BANK

By: /s/ Joan Anderson

Name: Joan Anderson

Title: Vice President

MANUFACTURERS AND TRADERS TRUST COMPANY
By: /s/ C. Gregory Vogelsang

Name: C. Gregory Vogelsang

Title: Assistant Vice President

FOOTHILL CAPITAL CORPORATION

By: /s/ Robert J. Cambora

Name: Robert J. Cambora

Title: Senior Vice President

FLEET BUSINESS CREDIT CORPORATION

By:

Name:
Title:

UNION BANK OF CALIFORNIA, N.A.
By: /s/ Albert R. Joseph

Name: Albert R. Joseph
Title: Vice President

[SIGNATURE PAGE TO EIGHTH AMENDMENT TO THE BON-TON CREDIT AGREEMENT]



Schedule 1

ANNEX J (FROM ANNEX A

REVOLVING LOAN COMMITMENT DEFINITION)

TO

CREDIT AGREEMENT

Revolving Loan Commitment:

42,000,000 (24.0%)
21,875,000 (12.5%)
21,875,000 (12.5%)
17,500,000 (10.0%)
26,250,000 (15.0%)
31,500,000 (18.0%)

14,000,000 (08.0%)

General Electric Ca
The CIT Group/Busin
First Union Nationa
Manufacturers and T
Foothill Capital Co
Fleet Business Cred

Union Bank of Calif

pital Corporation

ess Credit, Inc.

| Bank

raders Trust Company
rporation

it Corporation

ornia, N.A.



Exhibit A
JOINDER AGREEMENT

This JOINDER AGREEMENT, dated as of __ Q™ delivered in connection with the Eighth Ameredht to the Credit
Agreement, dated as of April 15, 1997, among The-Bon Department Stores, Inc. and The Bon-Ton Stofé.ancaster, Inc., (collectively,
the "Borrowers"), the other Credit Parties pargréto, the lenders party thereto and General kdeCapital Corporation, as Administrative
Agent (in such capacity, the "Administrative AgentCollateral Agent (in such capacity, the "ColfateAgent") and Lender. Capitalized ter
used herein but not defined herein are used wihrtbanings given them in the Credit Agreement.

By executing and delivering this Joinder Agreem#rg,undersigned hereby becomes a party to (ipHuoeirity Agreement as a Grantor
thereunder with the same force and effect as @imally named as a Grantor and (ii) the Guarantye&gent as a Guarantor thereunder with
the same force and effect as if originally named &arantor. Without limiting the generality oétforegoing, the undersigned hereby grants
to the Administrative Agent, as collateral secufdythe full, prompt and complete payment and genfance when due (whether at stated
maturity, by acceleration or otherwise) of the @Qations of the undersigned, hereby collaterallygaiss conveys, mortgages, pledges,
hypothecates and transfers to the AdministrativerAgnd grants to the Administrative Agent a Liaraad security interest in, all of its rig
title and interest in, to and under the Collatarad expressly assumes all obligations and liadslitif a Grantor or Guarantor, as the case may
be, thereunder.

The information set forth in Annex 1-A is herebydad to the information set forth in Schedules 1 4u2do the Guaranty and Schedules I
and IlI-F to the Security Agreement.

The undersigned hereby represents and warrantedbhtof the representations and warranties cadamSections 4 of both the Security
Agreement and the Guaranty applicable to it are &and correct on and as the date hel



IN WITNESS WHEREOF, the undersigned has causedltiiidder Agreement to be duly executed and delivaseof the date first above
written.

[GIFT CERTIFICATE SUBSIDIARY]

By:

Name:

Title:

ACKNOWLEDGED AND AGREED
as of the date of this Joinder Agreement first abovitten.

GENERAL ELECTRIC CAPITAL CORPORATION, as Administra tive Agent

By:
Name:
Title:

[SIGNATURE PAGE TO JOINDER AGREEMENT TO THE BON-TON CREDIT AGREEMENT]



EXHIBIT 13.1

SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA
(In thousands except share, per share and stag dat

2001 2000 1999

Fiscal Year Ended Feb. 2, 2002 Feb. 3, 2001 Jan. 29, 2000
STATEMENT OF OPERATIONS DATA: % %
Net sales (1) $ 721 77 100.0 $ 749,816 100.0 $ 710,963
Other income, net 2 ,548 0.4 2,715 0.4 2,651
Gross profit 262 ,057 36.3 275,790 36.8 261,367
Selling, general and

administrative expenses 224 ,306 31.1 231,859 30.9 224,150
Depreciation and amortization 19 ,783 2.7 17,085 2.3 14,846
Unusual expense (2) 916 0.1 6,485 0.9 2,683
Restructuring income (3) -- -- -- -- (2,492)
Income from operations 19 ,600 2.7 23,076 3.1 24,831
Interest expense, net 9 ,558 1.3 10,906 1.5 8,552
Income before taxes 10 ,042 1.4 12,170 1.6 16,279
Income tax provision 3 ,816 0.5 4,622 0.6 6,186
Income before extraordinary item 6 ,226 0.9 7,548 1.0 10,093
Extraordinary item, net of tax (4) -- -- -- -- (378)
Net income $ 6 226 0.9 $ 7,548 1.0 $ 9,715
PER SHARE AMOUNTS
BASIC:
Net income before extraordinary item $ 0.41 $ 0.50 $ 0.68
Effect of extraordinary item - - (0.02)
Net income 0.41 $ 0.50 $ 0.66
Weighted average shares outstanding 15,200 ,000 14,953,000 14,750,000
Diluted:
Net income before extraordinary item $ 0.41 $ 0.50 $ 0.68
Effect of extraordinary item - - (0.02)
Net income 0.41 $ 0.50 $ 0.66
Weighted average shares outstanding 15,214 ,000 14,953,000 14,753,000
BALANCE SHEET DATA (AT END OF PERIOD):
Working capital $ 117 ,158 $ 142,311 $ 141,788
Total assets 389 ,544 405,038 417,492
Long - term debt, including capital leases ,929 98,758 107,678
Shareholders' equity 203 ,261 198,862 190,691
SELECTED OPERATING DATA:
Total sales change B.7% 5.5% 5.3%
Comparable store sales change (5) (6) 3.3)% 0.7% 0.0%
Comparable stores data (5) (6):

Sales per selling square foot $ 134 $ 143 $ 141

Selling square footage 5,339 ,000 4,792,000 4,705,000
Capital expenditures $ 15 ,550 $ 29,577 $ 46,451
Number of stores:

Beginning of year 73 72 65

Additions -- 1 7

Closings -- -- --

End of year 73 73 72

1 999 1998 1997

Fiscal Year Ended Jan. 2 9, 2000 Jan. 30, 1999 Jan. 31, 1998
STATEMENT OF OPERATIONS DATA: % % %
Net sales (1) 1 00.0 $ 674,871 100.0 $ 656,399 100.0
Other income, net 0.4 2,350 0.3 2,349 0.4
Gross profit 36.8 248,141 36.8 242,553 37.0
Selling, general and

administrative expenses 315 209,407 31.0 202,850 30.9
Depreciation and amortization 2.1 13,281 2.0 12,882 2.0
Unusual expense (2) 0.4 -- -- -- --
Restructuring income (3) (0.4) -- -- -- --
Income from operations 35 27,803 4.1 29,170 4.4
Interest expense, net 1.2 9,396 1.4 13,202 2.0
Income before taxes 2.3 18,407 2.7 15,968 2.4
Income tax provision 0.9 7,196 1.1 6,270 1.0
Income before extraordinary item 1.4 11,211 1.7 9,698 1.5
Extraordinary item, net of tax (4) (0.1) -- -- (446) (0.1)
Net income 1.4 $ 11,211 1.7 $ 9,252 1.4
PER SHARE AMOUNTS
BASIC:
Net income before extraordinary item $ 081 $ 0.87
Effect of extraordinary item - (0.04)
Net income $ 081 $ 0.83
Weighted average shares outstanding 13,866,000 11,122,000
Diluted:
Net income before extraordinary item $ 081 $ 0.85
Effect of extraordinary item - (0.04)
Net income $ 081 $ 081



Weighted average shares outstanding 13,917,000 11,377,000

BALANCE SHEET DATA (AT END OF PERIOD):

Working capital $ 128,977 $ 123,078
Total assets 378,119 352,686
76,255 123,384

Long - term debt, including capital leases

Shareholders' equity 180,211 124,394
SELECTED OPERATING DATA:
Total sales change 2.8% 4.8%
Comparable store sales change (5) (6) 1.4% 6.5%
Comparable stores data (5) (6):
Sales per selling square foot $ 143 $ 143
Selling square footage 4,620,000 4,511,000
Capital expenditures $ 19,418 $ 10,978
Number of stores:
Beginning of year 64 64
Additions 2 -
Closings 1) --
End of year 65 64

(1) Fiscal 2000 reflects the 53 weeks ended Feprdia2001. All other periods presented reflect seks.

(2) Reflects expense recognized for workforce rédas and realignment and elimination of certainieemanagement positions in fiscal
2001; expense recognized for workforce reductieadly retirement of Heywood Wilansky and realigntremd elimination of certain senior
management positions in fiscal 2000; and an asset-down in fiscal 1999.

(3) Income recognized in fiscal 1999 as a resudt kfase termination for a closed store.

(4) Expense resulting from renegotiation of the @any's revolving credit facility in fiscal 1999 asgtinguishment of term loan and
revolving credit facility in fiscal 1997.

(5) Fiscal 2000 reflects the 52 weeks ended Jarigrg001.
(6) Comparable stores data (sales and selling sdoatage) reflects stores open for the entireecurand prior fiscal year.

THE BON-TON STORES, INC. AND SUBSIDIARIES
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EXHIBIT 13.2

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FISCAL 2001 OPERATIONS OVERVIEW
SALES PERFORMANCE

Fiscal 2001 sales of The Bon-Ton Stores, Inc. direbbsidiaries (the "Company") decreased 3.7% @regbto fiscal 2000. Fiscal 2001
reflects the fifty-two weeks ended February 2, 200Rile fiscal 2000 reflects the fifty-three weeksded February 3, 2001. Cqrarable stor
sales for the fifty-two week period ended Februgr2002 decreased 3.3% from the fifty-two weekqubended January 27, 2001.

Fiscal 2001 was a difficult year for retail duethe economic downturn and the September 11th tyad@tile sales in most stores were be
their fiscal 2000 level, sales in certain New Yetkres performed at a level below the Company aeerBhe Company will continue to
monitor the performance of its stores and init@terational improvements as necessary.

NON-COMPARABLE ITEMS REVIEW

Net income in fiscal 2001 totaled $6.2 million,$&.41 per share on a diluted basis, a decreask ®hdillion from $7.5 million, or $0.50 p«
share on a diluted basis, in fiscal 2000. Net ineamfiscal 1999 was $9.7 million, or $0.66 perrehan a diluted basis. Results for fiscal
2001, 2000 and 1999 were impacted by several nonpacable items. Primary na@omparable items impacting net income are set farthe
following table:

Fiscal 2001 Fiscal 2000 Fiscal 1999
Diluted Diluted Diluted

After-t ax Earnings After-tax Earnings Afte r-tax Earnings
(In thousands except per share data) Net Inc ome Per Share NetlIncome Per Share Netl ncome Per Share
Net income excluding non-comparable items $ 6,7 94 $ 045 $12337 $ 083 $12 583 $ 0.85
CEO retirement & workforce reduction 5 68) (4,021) -
Pre-opening expenses - (768) 2 ,372)
Asset write-down charge - @ ,663)
Restructuring income - - 1 ,545
Extraordinary loss on debt - - (378)
Net income as reported $ 6,2 26 $ 041 $7548 3$ 050 $9 715 $ 0.66

The Company recognized charges in the third quaft2®01 relating to a workforce reduction and igrghent and elimination of certain
senior management positions. See Note 14 to thedlidated Financial Statements.

The Company recognized charges in the second qudr2900 relating to a workforce reduction, eadyirement of Heywood Wilansky as
President and Chief Executive Officer and realignhand elimination of certain senior managemenitions. See Note 14 to the
Consolidated Financial Statements.

Fiscal 2000 pre-opening expenses reflect the ogerfione new store and relocation of one storedFit999 prespening expenses reflect |
opening of seven new stores.

The Company recorded a charge in the fourth quaft&®99 to write down the value of assets assediaiith a cooperative buying group
from which the Company purchased inventory. Thepeoative buying group ceased its operations duigogl 2000. See Note 14 to the
Consolidated Financial Statements.

In fiscal 1999, the Company negotiated the ternomnatf a lease for a closed store located in Jatwist Pennsylvania. The Company closed
the store in 1995, but was obligated under the genfits lease through fiscal 2005. The terminatbthis lease resulted in the Company
reversing the remaining restructuring reserve dstad in fiscal 1995 and reporting restructuringame in fiscal 1999. See Note 16 to the
Consolidated Financial Statements.

The Company renegotiated its revolving credit agrea in fiscal 1999. The agreement was amendextéme the term to April 15, 2004 and
provides a more favorable interest rate pricingatmre, with substantially all other terms and dbads remaining unchanged. This
transaction created a one-time extraordinary chiarg§ecal 1999.

THE BON-TON STORES, INC. AND SUBSIDIARIES
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RESULTS OF OPERATIONS

The following table summarizes changes in selegpetating indicators of the Company, illustratihg telationship of various income and
expense items to net sales for each fiscal yeaepted:

Percent of Net Sales

Fiscal Year
2001 2000 1999
Net sales 100. 0% 100.0% 100.0%
Other income, net 0. 4 0.4 0.4
100. 4 100.4 100.4
Costs and expenses:
Costs of merchandise sold 63. 7 63.2 63.2
Selling, general and administrative 31. 1 30.9 31.5
Depreciation and amortization 2. 7 2.3 2.1
Unusual expense 0. 1 0.9 0.4
Restructuring income - - (0.4)
Income from operations 2. 7 3.1 3.5
Interest expense, net 1. 3 1.5 1.2
Income before income taxes 1. 4 1.6 2.3
Income tax provision 0. 5 0.6 0.9
Income before extraordinary item 0. 9 1.0 14
Extraordinary loss, net of tax - - 0.1
Net income 0. 9% 1.0% 1.4%

FISCAL 2001 COMPARED TO FISCAL 2000

NET SALES: Net sales were $721.8 million for thigy-two weeks ended February 2, 2002, a decrease8dd $aillion, or 3.7%, relative to
the fifty-three week period ended February 3, 2@dmparable store sales for the fifty-two week peténded February 2, 2002 decreased
3.3% from the fifty-two week period ended January 2001. Business families recording comparableestales increases were Coats, Home
and Juniors. Business families reflecting the skstrpomparable store sales percentage declinesM@rens, Mens Clothing and Dresses.

Other income, net: Net other income, principallygame from leased departments, remained const@%t of net sales for fiscal 2001 and
fiscal 2000.

COSTS AND EXPENSES: Gross margin dollars for fi2@01 decreased $13.7 million, or 5.0%, from fi200, primarily reflecting the
decline in sales volume. Gross margin as a pergerghnet sales was 36.3% in fiscal 2001, dowmersentage point from 36.8% in fiscal
2000. The gross margin percentage decline wasipahg due to the increased markdown rate and vesegstablished for seasonal
merchandise in fiscal 2001.

Selling, general and administrative expenses fmafi2001 were $224.3 million, or 31.1% of net sat®mpared to $231.9 million, or 30.9%
of net sales, in the prior year. Fiscal 2001 seqgense decreased $1.5 million versus fiscal 2000reflected an expense rate increase of 0.7
percentage point due to reduced 2001 sales. 2864l corporate expense decreased $6.0 million sdistal 2000, driving an expense rate
decrease of 0.5 percentage point. The decreasgporate expense principally reflects reduced gdhgosts and increased securitization
income of $4.8 million from the Company's proprigteredit card program due to increased sales @ptbprietary credit card, lower
securitization facility costs and higher fee income

Depreciation and amortization increased to 2.7%edfsales in fiscal 2001 from 2.3% in fiscal 20@0tially as a result of a lower sales base
and capital expenditures in the amount of $15.@aniland $29.6 million in fiscal 2001 and 2000, pestively. Additionally, in fiscal 2001 tt
Company evaluated a store lease renewal optiorisgeie in January 2003. The Company decided agaiescising this lease option under
existing terms and, therefore, accelerated depregiaf $1.4 million for associated assets witlebvexceeding the expected lease term.
Should it be unsuccessful at negotiating more falvierterms for the lease option, the Company doeexpect the decision to have a mate
impact upon future profits as this store operateaparoximately breakeven profitability in fiscd)@L.

Unusual expense in fiscal 2001 of $0.9 millionPdk% of net sales, was incurred in the third quagtating to a workforce reduction and the
realignment and elimination of certain senior mamgnt positions. See Note 14 to the Consolidatedreial Statements.

Unusual expense in fiscal 2000 of $6.5 millionDd% of net sales, was incurred due to the eatigereent of Heywood Wilansky as
President and Chief Executive Officer, the realignirand elimination of certain senior managemesitipms and a workforce reduction. See
Note 14 to the Consolidated Financial Stateme



INCOME FROM OPERATIONS: Income from operations ischl 2001 amounted to $19.6 million, or 2.7% df sedes, compared to $23.1
million, or 3.1% of net sales, in fiscal 2000.
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INTEREST EXPENSE, NET: Net interest expense indi&001 decreased $1.3 million to $9.6 million 1% of net sales, from $10.9
million, or 1.5% of net sales, in fiscal 2000. Tdecrease in interest expense was attributabled®dsed average borrowing levels and lower
interest rates.

INCOME TAXES: The effective tax rate remained camstat 38.0% in fiscal 2001 and fiscal 2000.
NET INCOME: Net income in fiscal 2001 was $6.2 ioifi, or 0.9% of net sales, compared to $7.5 mi)lmml.0% of net sales, in fiscal 20
FISCAL 2000 COMPARED TO FISCAL 1999

NET SALES: Net sales were $749.8 million for thigy-three weeks ended February 3, 2001, an increab880® million, or 5.5%, over the
fifty-two week period ended January 29, 2000. Trezéase was primarily attributable to the one stgened in fiscal 2000, seven stores
opened for a portion of fiscal 1999 and an addéiaveek of sales in fiscal 2000. Comparable statessfor the fifty-two week period ended
January 27, 2001 increased 0.7% over the fiftyaweek period in fiscal 1999. Solid sales performaneere achieved in Coats, Ladies
Sportswear Complex, Cosmetics, Accessories, Shtmaae and Intimate.

OTHER INCOME, NET: Net other income, primarily imoe from leased departments, remained constard%t Of net sales for fiscal 2000
and fiscal 1999.

COSTS AND EXPENSES: Gross margin dollars for fis2@00 increased $14.4 million, or 5.5%, over fist@99 as a result of the sales
volume increase. Gross margin as a percentaget shtes was 36.8% in fiscal 2000 and fiscal 1999.

Selling, general and administrative expenses swafi2000 were $231.9 million, or 30.9% of net sat®mpared to $224.2 million, or 31.5%
of net sales, in the prior year. The increase itadoin fiscal 2000 was primarily attributablettee cost of operating eight new stores --
including additional payroll costs, rent expenddities, advertising and insurance costs. The daterease in fiscal 2000 was primarily
attributable to increased sales volume and cosicteahs in the second half of the year from chariggdemented in the second quarter of
fiscal 2000. See Note 14 to the Consolidated FiahStatements.

Depreciation and amortization increased to 2.3%ebfsales in fiscal 2000 from 2.1% in fiscal 198%aesult of capital expenditures in the
amount of $29.6 million and $46.5 million in fis@000 and 1999, respectively.

Unusual expense in fiscal 2000 of $6.5 millionpDd% of net sales, was incurred due to the eatisereent of Heywood Wilansky as
President and Chief Executive Officer, the realignirand elimination of certain senior managemesitjpms and a workforce reduction. See
Note 14 to the Consolidated Financial Stateme

Unusual expense in fiscal 1999 of $2.7 millionPat% of net sales, was incurred to write-down thlele of certain assets relating to a
cooperative buying group from which the Companychased inventory.

Restructuring income of $2.5 million, or 0.4% ot seles, was recognized in fiscal 1999 as a re$tfte Company reaching an agreement on
the termination of a lease relating to a propertydhnstown, Pennsylvania. The Company establighedtcrual in fiscal 1995 relating to the
costs associated with maintaining this propertgas of its restructuring. See Note 16 to the Cbdated Financial Statements.

INCOME FROM OPERATIONS: Income from operations ischl 2000 amounted to $23.1 million, or 3.1% df sedes, compared to $24.8
million, or 3.5% of net sales, in fiscal 1999.

INTEREST EXPENSE, NET: Net interest expense indig900 increased $2.4 million to $10.9 million,106% of net sales, from $8.6
million, or 1.2% of net sales, in the prior fisg&lar. The increase in interest expense was atifieito an increase in average borrowing
levels and an increase in rates.

EXTRAORDINARY ITEM: In fiscal 1999, the Company mtled an expense of $0.4 million, net of tax, esab renegotiation of the
Company's revolving credit facility.

INCOME TAXES: The effective tax rate remained camstat 38.0% in fiscal 2000 and fiscal 1999.

NET INCOME: Net income in fiscal 2000 amounted #Spmillion, or 1.0% of net sales, compared to $8ilfion, or 1.4% of net sales,
fiscal 1999.

FUTURE ACCOUNTING CHANGES

The Financial Accounting Standards Board ("FASBgt&ment of Financial Accounting Standards ("SFA$3) 142, "Goodwill and Other
Intangible Assets" became effective in 2002. Asslt, the Company will cease to amortize approtetye$3.0 million of net goodwill. The
Company recorded approximately $0.2 million of geidamortization during each of fiscal 2001, 20&@d 1999, and would have recorded
approximately $0.2 million of goodwill amortizati@uring fiscal 2002. In lieu of amortization, ther@pany is required to perform an init



impairment review of its goodwill in 2002 and amaal impairment review thereafter. The Company deteg the initial review during the
first quarter of 2002 and will not record an impaémt charge.

In August 2001, the FASB issued SFAS No. 144, "Artimg for Impairment or Disposal of Long-lived A$s" ("SFAS No. 144"), which
supercedes SFAS No. 121. SFAS No. 144, effectivéidoal 2002, retains provisions of SFAS No. 18garding recognition and
measurement of long-lived asset impairment. SFASIMd supercedes the accounting and reporting gioms of Accounting Principles
Board Opinion No. 30, "Reporting the Results of @giens -- Reporting the Effects of Disposal ofegfent of a Business, and
Extraordinary, Unusual and Infrequently Occurringets and Transactions,” for segments of a busiodss disposed of. The Company
anticipates that adoption of SFAS No. 144 provisiwiill not have a material impact on its operatiegults.
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MARKET RISK AND FINANCIAL INSTRUMENTS

The Company is exposed to market risk associatddalianges in interest rates. To provide some glioteagainst potential rate increases
associated with its variable-rate facilities, then@pany has entered into various derivative findriic@sactions in the form of interest rate
swaps. The interest rate swaps are used to hedgmtierlying variable-rate facilities. The swaps qualifying hedges and the interest rate
differential is reflected as an adjustment to ies¢expense over the life of the swaps. The Compamgntly holds "variable-to-fixed" rate
swaps with a notional amount of $110.0 million ws#weral financial institutions for various terriifie notional amount does not represent
amounts exchanged by the parties, but it is uséldealsasis to calculate amounts due and to bevexteinder the rate swaps. The Company
believes the derivative financial instruments egdanto provide protection from volatile upward Bgs in interest rates associated with the
Company's variable-rate facilities. During fisc802 and 2000, the Company did not enter into od defivative financial instruments for
trading purposes.

The following table provides information about Bempany's derivative financial instruments and ofimancial instruments that are
sensitive to changes in interest rates, includiigt dbligations and interest rate swaps. For deligations, the table presents principal cash
flows and related weighted average interest rajesxpected maturity dates as of February 2, 200Rirferest rate swaps, the table presents
notional amounts and weighted average pay andveggtierest rates by expected maturity date. Fditiadal discussion of the Company's
interest rate swaps, see Note 3 to the Consoliddterhcial Statements.

Ex pected Maturity Date By Fiscal Year
(Dollars in thousands) 2002 2003 2004 2005 2006 Thereafter Total Fair Value
Liabilities:
Long-term debt
Fixed-rate debt $ 646 $ 7 15 $ 791 $ 876 $ 970 $ 16,857 $ 20,855 $ 23,087
Average fixed rate 9.62% 9. 62% 9.62% 9.62% 9.62% 9.35% 9.40%
Variable-rate debt -- - $ 42,500 -- - $ 4,500 $ 47,000 $ 47,000
Average variable rate - - 5.08% - - 1.49% 4.74%
Interest Rate Derivatives:
Interest rate swaps
Variable-to-fixed - $ 50,0 00 $ 30,000 - $ 30,000 - $110,000 $ (4,311)
Average pay rate -- 5. 81% 5.58% -- 5.43% -- 5.64%
Average receive rate -- 4. 64% 4.24% -- 3.89% -- 4.33%

SEASONALITY AND INFLATION

The Company's business, like that of most retailsrsubject to seasonal fluctuations, with theanpprtion of sales and income realized
during the second half of each fiscal year, whigtiudes the back-to-school and holiday seasonsN8&e12 of Notes to Consolidated
Financial Statements for the Company's quartedylts for fiscal 2001 and 2000. Due to the fixetura of certain costs, selling, general and
administrative expenses are typically higher asragntage of net sales during the first half ohdéscal year.

Because of the seasonality of the Company's bussinesults for any quarter are not necessarilycatdie of results that may be achieved f
full fiscal year. In addition, quarterly operatingsults are impacted by the timing and amountwémaes and costs associated with the
opening of new stores and closing and remodelirexisting stores.

The Company does not believe inflation had a malteffect on operating results during the pastety@ars. However, there can be no
assurance that the Company's business will noffeeted by inflationary adjustments in the future.

LIQUIDITY AND CAPITAL RESOURCES

The following table summarizes material measurab®Company's liquidity and capital resources:

Febru ary 2, February 3, January 29,
(Dollars in millions) 2002 2001 2000
Working capital $ 117.2 $142.3 $141.8
Current ratio 2 .05:1 2.43:1 2.24:1
Funded debt to total capitalization 0 .25:1 0.33:1 0.36:1
Unused availability under lines of credit $ 52.9 $ 374 $ 355

The Company's primary sources of working capitalaash flows from operations, borrowings underat®lving credit facility and proceeds
from its accounts receivable facility. The Compéiagl working capital of $117.2 million, $142.3 notti and $141.8 million at the end of
fiscal 2001, 2000 and 1999, respectively. The Camisabusiness follows a seasonal pattern and wgidapital fluctuates with seasonal
variations, reaching its highest level in OctobeNovember. The reduction in working capital at &émal of fiscal 2001 compared to the en
fiscal 2000 and 1999 is principally due to reduasian merchandise inventory, with available fundsdiprimarily to reduce long-term debt.

Net cash provided by operating activities amoumtée$41.8 million, $39.4 million and $16.1 million fiscal 2001, 2000 and 19¢
respectively. The $2.4 million increase in cashvigted by operating activities in fiscal 2001 relatio fiscal 2000 was primarily related



reduced merchandise inventories and increasedextenpenses, partially offset by reduced accoettsivable facility proceeds, reduced
other long-term liabilities and increased prepaigenses and other current assets.

Net cash used in investing activities amountedlf®. % million, $18.5 million and $48.2 million instal 2001, 2000 and 1999, respectiv

The net cash outflow in fiscal 2001 was the restiltapital expenditures in the amount of $15.6iomll primarily related to store remodeling,
information services projects and general operation
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Net cash used in financing activities amounted3@.& million and $17.6 million in fiscal 2001 anddal 2000, respectively. Cash provic
by financing activities amounted to $32.4 millienfiscal 1999. The net cash outflow in fiscal 2@@ds principally attributable to payments
on the Company's long-term debt and capital lehgations.

The Company currently anticipates its capital exjitemes for fiscal 2002 will approximate $16.0 rwfi. The expenditures will be directed
toward remodeling some of the Company's existingest information systems enhancements and gesygeehtions. Aside from planned
capital expenditures, the Company's primary caghirements will be to service debt and finance wuaglcapital increases during peak
selling seasons. The Company anticipates thaa#fk balances and cash flows from operations, sugpited by borrowings under the
revolving credit facility and proceeds from the aaets receivable facility, will be sufficient totedy its operating cash requirements.

Cash flows from operations are impacted by conswoefidence, weather conditions in the geograptackets served by the Company,
economic climate and competitive conditions exgsiimthe retail industry. A downturn in any sinddetor or a combination of factors could
have a material adverse impact upon the Compahiitydo generate sufficient cash flows to operisgebusiness.

The Company has not identified any probable cirdantes that would likely impair its ability to metst cash requirements or trigger a
default or acceleration of payment of the Compadg!st.

The following table reflects the Company's majdbtdend lease commitments:

Payments Required By Fiscal Year

(Dollars in thousands) 2002 200 3 2004 2005 2006 Thereafter Total
Long-term debt $ - $ 71 5 $ 43,291 $ 876 $ 970 $ 21,357 $ 67,209
Short-term debt 646 - - - - 646
Capital leases 300 30 0 300 200 - - 1,100
Operating leases 20,904 20,42 2 19,538 18,070 14,517 81,155 174,606
Totals $ 21,850 $21,43 7 $ 63,129 $ 19,146 $ 15,487 $102,512 $243,561

TRANSFERS OF FINANCIAL ASSETS

The Company engages in securitization activitiesliving the Company's proprietary credit card puitf as a source of funding. Gains and
losses from securitizations are recognized in thes@lidated Statements of Income when the Compelimquishes control of the transferred
financial assets in accordance with SFAS No. 1A8¢bunting for Transfers and Servicing of Finanéiakets and Extinguishments of
Liabilities -- a Replacement of FASB Statement M25" and other related pronouncements. The gdiossron the sale of financial assets
depends in part on the previous carrying amoutti@fssets involved in the transfer, allocated betvthe assets sold and the retained
interests based upon their respective fair valtiéseadate of sale.

The Company has sold an undivided percentage ohipdargerest in certain of its credit card accouetseivable to an unrelated third-party
under a $150 million accounts receivable secutitnafacility, which is described in further dethiélow and in Note 5 to the Consolidated
Financial Statements. The unrelated third-partigrred to as the conduit, has purchased a $15Mmmititerest in the accounts receivable
under this facility at February 2, 2002. The Comphas an agreement to sell, on a revolving baswlspof accounts receivable to a special
purpose entity, The Bon-Ton Receivables Partnersf"BTRLP"), a wholly-owned subsidiary of the @pany. BTRLP is designed to
facilitate the securitization of certain accourgsaivable. BTRLP then sells an undivided percentageership interest in each individual
receivable to the conduit at a discount and usgis callected on these receivables to purchaseiadalireceivables from the Company. The
Company is responsible for servicing these accoamtsreceives a servicing fee, while BTRLP beaesigk of non-collection. Associated
off-balance-sheet assets and related debt wereilkén at February 2, 2002 and February 3, 2(&ifice the conduit purchases accounts
receivable from BTRLP on a revolving basis, the @any currently has access to all of the cash dadles on the accounts receivable. Upon
the facility's termination, the conduit would betitted to all cash collections on BTRLP's accoweteivable until its net investment ($150
million at February 2, 2002) is repaid. Accordinglyon termination of the facility, the assets aHB.P would not be available to the
Company until all amounts due and owing by BTRLEh® conduit have been paid in full.

The Company believes the terms of the accountsvagde facility qualify the accounts receivablentsactions for "sale treatment” under
generally accepted accounting principles. Thisttneat requires it to account for BTRLP's transaxgtiwith the conduit as a sale of accounts
receivable instead of reflecting the conduit'sineéstment as long-term debt with a pledge of antoteceivable as collateral. Absent this
"sale treatment,” the Company's balance sheet weillett additional accounts receivable and lorrgitdebt, which could be a factor in the
Company's ability to raise capital; however, resoftoperations would not be impacted. See Notetba Consolidated Financial Statements.

CRITICAL ACCOUNTING POLICIES

The Company's discussion and analysis of its firducondition and results of operations are bagezhuhe consolidated financial stateme
which have been prepared in accordance with gép@@tepted accounting principles. Preparatiornese financial statements requires the
Company to make estimates and judgments that affpotrted amounts of assets and liabilities, regsrand expenses, and related disclosure
of contingent assets and liabilities at the datiésdfinancial statements. On an ongoing basisCibmpany evaluates its estimates, including
those related to merchandise returns, bad delbEsntaries, intangible assets, income taxes, fimgscand contingencies and litigation. 7



Company bases its estimates on historical expe¥iand on various other assumptions that are belitevbe reasonable under the
circumstances, the results of which form the bfzgisnaking judgments about the carrying valuesssiess and liabilities that are not readily
apparent from other sources. Actual results maerdifom these estimates under different assumstimrconditions.
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Critical accounting policies are defined as thds# are reflective of significant judgments andentainties, and could potentially result in
materially different results under different asstioms and conditions. The Company believes itscalitaccounting policies are described
below. For a discussion of the application of thase other accounting policies, see Notes to Cadeteld Financial Statements.

ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Company performs ongoing credit evaluationssafustomers and adjusts credit limits based ygayment history and the customer's
current credit-worthiness. The Company continualynitors collections and payments from customedsraaintains an allowance for
estimated credit losses based upon its historiqg@rgence and any specific customer collectiondssdentified (e.g. bankruptcy). While such
credit losses have historically been within expeéates and provisions established, the Company daguerantee that it will continue to
experience the same credit loss rates as in thelpaescumstances change (e.g. higher than exgedefaults or bankruptcies), the Compa
estimates of the recoverability of amounts dud&@ompany could be materially reduced. The all@@dor doubtful accounts amounted to
$2.8 million and $3.4 million as of February 2, 20hd February 3, 2001, respectively.

INVENTORY VALUATION

As discussed in Note 1 to the Consolidated Findistetements, inventories are stated at the lodveost or market with cost determined
using the retail last-in, first-out ("LIFO") methodnder the retail inventory method, the valuatidmnventories at cost and resulting gross
margin are calculated by applying a calculated-tmsetail ratio to the retail value of inventorid$e retail inventory method is an averaging
method that has been widely used in the retailstighidue to its practicality. Use of the retail @mtory method will result in valuing
inventories at the lower of cost or market if markahs are taken timely as a reduction of the retdile of inventories.

Inherent in the retail inventory method calculateoe certain significant management judgments atichates including, among others,
merchandise markups, markdowns and shrinkage, veligetificantly impact both the ending inventory wation at cost and resulting gross
margin. These significant estimates, coupled withfact that the retail inventory method is an agerg process, can, under certain
circumstances, result in individual inventory coments with cost above related net realizable vataetors that can lead to this result incl
applying the retail inventory method to a grougpadducts that is not fairly uniform in terms of d@sst, selling price relationship and turnoy
or applying the retail inventory method to trangatt over a period of time that includes differeates of gross profit, such as those relatir
seasonal merchandise. In addition, failure to takely markdowns can result in an overstatememist under the lower of cost or market
principle. Management believes that the Compamyalrinventory method provides an inventory valuathat approximates cost and results
in carrying inventory in the aggregate at the losfecost or market.

The Company regularly reviews inventory quantiteshand and records a provision for excess ormdritory based primarily on an
estimated forecast of merchandise demand for fliagsseason. As reflected in 2001 sales, demand&rchandise can fluctuate greatly. A
significant increase in the demand for merchanciagd result in a short-term increase in the cogtwentory purchases while a significant
decrease in demand could result in an increageiamount of excess inventory quantities on-hamidlittonally, estimates of future
merchandise demand may prove to be inaccuratehichvease the Company may have understated ortateatshe provision required for
excess or old inventory. If the Company's invenisrgletermined to be overvalued in the future,Goenpany would be required to recognize
such costs in the costs of goods sold and reduesatipg income at the time of such determinatiakewise, if inventory is later determined
to be undervalued, the Company may have oversthgedosts of goods sold in previous periods andavbe required to recognize additiol
operating income at the time of such determinafidrerefore, although every effort is made to ensiweeaccuracy of forecasts of future
merchandise demand, any significant unanticipalbeshges in demand or the economy in the Companylsetsacould have a significant
impact on the value of the Company's inventory i@mbrted operating results.

INCOME TAXES

Significant management judgment is required in mheit@ng the provision for income taxes, deferredadasets and liabilities and any
valuation allowance recorded against net defea®assets. The process involves the Company sumintatemporary differences resulting
from differing treatment of items (e.g. inventorglwation reserves) for tax and accounting purpoBesse differences result in deferred tax
assets and liabilities, which are included withia tonsolidated balance sheet. The Company musasgess the likelihood that deferred tax
assets will be recovered from future taxable incame, to the extent the Company believes recowenyi likely, a valuation allowance must
be established. To the extent the Company estalslislvaluation allowance in a period, an expensst beurecorded within the tax provision
in the statement of operations.

Net deferred tax assets were $10.1 million and #8lifon as of February 2, 2002 and February 3,1208spectively. As of said dates,
valuation allowance has been established againsteferred tax assets, as the Company believes thrdenefits will be realizable through
reversal of existing deferred tax liabilities amdufe taxable income. If actual results differ fridmse estimates or these estimates are ad;
in future periods, the Company may need to establigaluation allowance, which could materially ampits financial position and results of
operations.

LONG-LIVED ASSETS

The Company assesses, on a store-by-store basisphairment of identifiable long-lived assets rinparily property, fixtures and equipment
-- whenever events or changes in circumstancesatalthat the carrying value may not be recoverdaetors that could trigger an
impairment review include the followin:



-- Significant under-performance of stores relativdistorical or projected future operating result
-- Significant changes in the manner of the Com{zange of assets or overall business strategy; and
-- Significant negative industry or economic trefaisa sustained period.
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The Company records impairment losses on long-lass®ts used in operations when events and ciranoest indicate that the assets might
be impaired and the undiscounted cash flows estintat be generated by those assets are less thaartlying amount of those items. Cash
flow estimates are based on historical resultssa€glito reflect the Company's best estimate ofdéuttarket and operating conditions. The net
carrying value of assets not recoverable is redtméair value. Estimates of fair value represéet Company's best estimate based on
industry trends and reference to market rates mmdactions. Newly-opened stores may take timen@igte positive operating and cash flow
results. Factors such as store type, store logationent marketplace awareness of the Companyateiabel brands, local customer
demographic data and current fashion trends aeoaflidered in determining the time-frame requfoedh store to achieve positive financial
results. If economic conditions are substantiaiffecent from our expectations, the carrying vatieertain long-lived assets may become
impaired.

Property, fixtures and equipment are recorded stt@od are depreciated on a straight-line basistbheeestimated useful lives of such assets.
Changes in the Company's business model or chamgfes Company's capital strategy can result irettteal useful lives differing from the
Company's estimates. In cases where the Compaegmaes that the useful life of property, fixtugrsd equipment should be shortened, the
Company would depreciate the net book value in €xoéthe salvage value over its revised remaingejul life, thereby increasing
depreciation expense. Factors such as changes piahned use of fixtures or leasehold improvemesid result in shortened useful lives.
Net property, fixtures and equipment amounted #3% million and $147.4 million as of February P02 and February 3, 20C

respectively.

SECURITIZATIONS

A significant portion of the Company's funding isdugh off-balance-sheet credit card securitization sales of certain accounts receivable
through an accounts receivable facility. The séleceivables is to BTRLP, a special purpose endisydefined by SFAS No. 140,
"Accounting for Transfers and Servicing of Finahéiasets and Extinguishments of Liabilities -- Aptecement of FASB Statement No.
125." BTRLP is a wholly-owned subsidiary of the Guany. BTRLP sells the receivables through the atsoeceivable facility to a conduit.
BTRLP may sell up to $150 million through the fawil

The Company sells accounts receivable through siations with servicing retained. When the Compaacuritizes, it surrenders control
over the transferred assets and accounts fordhsedction as a sale to the extent that considaeratfer than beneficial interests in the
transferred assets is received in exchange. The&@ayrallocates the previous carrying amount oks#ruritized receivables between the
assets sold and retained interests, based orréfietive estimated fair values at the date of saéeuritization income is recognized at the t

of the sale, and is equal to the excess of thevédire of the assets obtained (principally casley ¢le allocated cost of the assets sold and
transaction costs. During the revolving period atle accounts receivable securitization, securitimdhcome is recorded representing
estimated gains on the sale of new receivabldset@anduit on a continuous basis to replenishrthestors' interest in securitized receivables
that have been repaid by the credit card accoudeha Fair value estimates used in the recogndfa@ecuritization income require certain
assumptions of payment, default, servicing costsiaterest rates. To the extent actual resultedifbm those estimates, the impact is
recognized as securitization income.

The Company estimates the fair value of retainéstésts in securitizations based on a discountsid fbaw analysis. The cash flows of the
retained interest-only strip are estimated as oess of the weighted average finance charge piglgiach pool of receivables sold over the
sum of the interest rate paid to the note holdher servicing fee and an estimate of future credisés over the life of the receivables. Cash
flows are discounted from the date the cash is@epego become available to the Company. Theseftmsh are projected over the life of t
receivables using payment, default and interestaasumptions that the Company believes would ée log market participants for similar
financial instruments subject to prepayment, cradd interest rate risk. The cash flows are distlinsing an interest rate that the Company
believes a purchaser unrelated to the seller dfitla@cial instrument would demand. As all estinsaieed are influenced by factors outside
the Company's control, there is uncertainty inheirethese estimates, making it reasonably postiatethey could change in the near term.
Any adverse change in the Company's assumptionid amaterially impact securitization income.

The Company recognized securitization income of $8illion, $4.2 million and $4.6 million for fiscalears 2001, 2000, and 1999,
respectively. The increased income in fiscal 2@0ative to fiscal 2000 was principally a reflectiohincreased sales on the Company's
proprietary credit card, lower securitization fégicosts and higher fee income.
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EXHIBIT 13.3

CONSOLIDATED BALANCE SHEETS

February
(In thousands except share and per share data) 200
ASSETS
CURRENT ASSETS:

Cash and cash equivalents $ 9,75

Restricted cash 2,35

Trade and other accounts receivable, net of all owances for doubtful

accounts and sales returns of $3,408 and $4 ,045 in 2001 and 2000, respectively 28,80

Merchandise inventories 170,00

Prepaid expenses and other current assets 10,54

Deferred income taxes 7,37

Total current assets 228,82
PROPERTY, FIXTURES AND EQUIPMENT AT COST,

LESS ACCUMULATED DEPRECIATION AND AMORTIZATION 143,88
DEFERRED INCOME TAXES 2,74
OTHER ASSETS 14,09

Total assets $ 389,54
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:

Accounts payable $ 57,00

Accrued payroll and benefits 9,74

Accrued expenses 32,15

Current portion of long-term debt 64

Current portion of obligations under capital le ases 23

Income taxes payable 11,89

Total current liabilities 111,67
LONG-TERM DEBT, LESS CURRENT MATURITIES 67,20
OBLIGATIONS UNDER CAPITAL LEASES, LESS CURRENT MATURITIES 72
OTHER LONG-TERM LIABILITIES 6,68

Total liabilities 186,28
COMMITMENTS AND CONTINGENCIES (NOTE 7)

SHAREHOLDERS' EQUITY

Preferred Stock - authorized 5,000,000 shares a t $0.01 par value; no shares issued -

Common Stock - authorized 40,000,000 shares at $0.01 par value; issued and

outstanding shares of 12,483,941 and 12,225 ,501 in 2001 and 2000, respectively 12

Class A Common Stock - authorized 20,000,000 sh ares at $0.01 par value;

issued and outstanding shares of 2,989,853 in 2001 and 2000 3

Additional paid-in capital 107,46

Deferred compensation (40

Accumulated other comprehensive income (2,35

Retained earnings 98,40

Total shareholders' equity 203,26

Total liabilities and shareholders' equity $ 389,54
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2, February 3,

2 2001
2 $ 14,067
5 -

6 24,052
3 192,547
2 8,503
1 2,318
9 241,487
4 147,415
1 1,163
0 14,973

4 $ 405,038

7 $ 56,088
3 9,684
2 21,919
6 584
2 479
1 10,422

97,805

8,242

5 122
30
106,882
(347)

4 $ 405,038




CONSOLIDATED STATEMENTS OF INCOME

Fiscal Year Ended

February 2, February 3, January 29,
(In thousands except share and per share data) 2002 2001 2000
NET SALES $ 721,777 $ 749,816 $ 710,963
OTHER INCOME, NET 2,548 2,715 2,651
724,325 752,531 713,614
COSTS AND EXPENSES:
Costs of merchandise sold 459,720 474,026 449,596
Selling, general and administrative 224,306 231,859 224,150
Depreciation and amortization 19,783 17,085 14,846
Unusual expense 916 6,485 2,683
Restructuring income -- -- (2,492)
INCOME FROM OPERATIONS 19,600 23,076 24,831
INTEREST EXPENSE, NET 9,558 10,906 8,552
INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEM 10,042 12,170 16,279
INCOME TAX PROVISION 3,816 4,622 6,186
INCOME BEFORE EXTRAORDINARY ITEM 6,226 7,548 10,093
EXTRAORDINARY ITEM - loss on early extinguishment o f debt,
net of $232 income tax benefit - - (378)
NET INCOME $ 6,226 $ 7,548 $ 9,715
Per share amounts -
BASIC:
Net income before extraordinary item $ 041 $ 050 $ 0.68
Effect of extraordinary item - - (0.02)
Net income $ 041 $ 050 $ 066
BASIC WEIGHTED AVERAGE SHARES OUTSTANDING 15,200,000 14,953,000 14,750,000
DILUTED:
Net income before extraordinary item $ 041 $ 050 $ 0.68
Effect of extraordinary item -- -- (0.02)
Net income $ 041 $ 050 $ 0.66
DILUTED WEIGHTED AVERAGE SHARES OUTSTANDING 15,214,000 14,953,000 14,753,000

The accompanying notes are an integral part oktheasolidated statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Class A Additional
C ommon Common  Paid-in Deferred Compr

(In thousands) Stock  Stock

Capital Compensation

Balance at January 30, 1999 $ 123 $ 30

$108,260  $(3,114)

Net income -- --
Issuance of stock under Stock Award Plans -- --
Deferred compensation amortization - -
Exercised stock options - -
Cancellation of Restricted Shares - -

36 _(_22)

(183) 933
16 -
(46) 31

Balance at January 29, 2000 123 30

108,083  (2,172)

Net income - -
Deferred compensation amortization - -
Tax impact on Restricted Shares - -
Cancellation of Restricted Shares 1) -

- 1,490
(655) 18
(546) 317

Balance at February 3, 2001 122 30

106,882 (347)

Comprehensive income:
Net income -- --
Cumulative effect of change
in accounting for derivative
instruments, net of $256 tax benefit -- --
Unrealized loss on derivative financial
instruments, net of $1,158 tax benefit - --

Total comprehensive income -- --

Issuance of stock under Stock Award Plans 3 --
Deferred compensation amortization -- --
Tax impact on Restricted Shares -- --
Cancellation of Restricted Shares -- --

686 (689)
(;1_5) -
(56) 39

Balance at February 2, 2002 $ 125 $ 30

$107,467  $ (408)

Other
ehensive Retained
Income Earnings Total

~ 9715 9715
—- 14

- - 750

- - 16

- - @5

-~ 7,548 7,548
-~ 149
-~ (837)
-~ (230)

- 6,226 6,226

(426) - (426)

(1,928) - (1,928)

(2,354) 6,226 3,872

-7 sa9
-~ (45)
- - an

$(2,354) $98,401 $203,261

The accompanying notes are an integral part oktheasolidated statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Fiscal Year Ended
February 2, February 3, January 29,
(In thousands) 2002 200 1 2000
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 6,226 $ 7,54 8 $ 9,715
Adjustments to reconcile net income to net cash pro vided by
operating activities:
Depreciation and amortization 19,783 17,08 5 14,846
Bad debt provision 1,305 1,86 3 520
Stock compensation expense 589 83 3 750
Loss (gain) on sale of property, fixtures a nd equipment 3 1 2) (158)
Cancellation of Restricted Shares a7 (23 0) (15)
Decrease (increase) in other long-term asse ts 162 63 4 (408)
Increase in deferred income tax assets (5,217) (2,91 7) (1,414)
(Decrease) increase in other long-term liab ilities (4,383) 4,65 0 (185)
Proceeds from sale of accounts receivable, net - 12,00 0 11,000
Extraordinary loss on debt extinguishment -- - - 610
Asset write-down charge - - - 2,683
Restructuring income -- - - (2,492)
Changes in operating assets and liabilities:
Increase in accounts receivable (6,059) (10,13 3) (4,625)
Decrease (increase) in merchandise inventor ies 22,544 10,94 2 (10,616)
(Increase) decrease in prepaid expenses and other current assets (2,039) 3,86 8 (3,195)
Decrease in accounts payable (1,973) (1,58 2) (4,919)
Increase (decrease) in accrued expenses 9,428 (5,75 4) 3,865
Increase in income taxes payable 1,424 59 0 91
Total adjustments 35,550 31,83 7 6,338
Net cash provided by operating activiti es 41,776 39,38 5 16,053
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures, net (15,550) (29,57 7) (46,451)
Proceeds from sale of property, fixtures an d equipment 16 1 2 426
Proceeds from sale and leaseback arrangemen t - 11,04 6 -
Payment for the acquisition of businesses, net of cash received - - - (2,192)
Net cash used in investing activities (15,534) (18,51 9) (48,217)
CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on long-term debt and capital leas e obligations (207,064) (302,72 0) (278,778)
Proceeds from issuance of long-term debt 176,050 293,70 0 310,300
Increase (decrease) in bank overdraft balan ces 2,812 (8,58 7) 826
Increase in restricted cash (2,355) - - -
Exercised stock options -- 1 16
Net cash (used in) provided by financin g activities (30,557) (17,60 6) 32,364
Net (decrease) increase in cash and cas h equivalents (4,315) 3,26 0 200
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 14,067 10,80 7 10,607
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 9,752 $ 14,06 7 $ 10,807

The accompanying notes are an integral part oktheasolidated statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands except share and per share data)

The Bon-Ton Stores, Inc., a Pennsylvania corpanati@s incorporated on January 31, 1996 as thessocof a company established on
January 31, 1929, and currently operates as onedasssegment, through its subsidiaries, 73 rdégghrtment stores located in Pennsylvania,
New York, New Jersey, Maryland, Connecticut, Mahsaetts, New Hampshire, Vermont and West Virgi

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION
The consolidated financial statements include to®ants of The Bon-Ton Stores, Inc. and all ofhitolly-owned subsidiaries (the
"Company"). All intercompany transactions have bekminated in consolidation.

ESTIMATES

The preparation of financial statements in confoymiith generally accepted accounting principleguiees that management make estimates
and assumptions which affect the reported amourdassets and liabilities, the disclosure of corgimgassets and liabilities at the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

RECLASSIFICATIONS
Certain prior year balances have been reclasgifiednform with the current year presentation.

FISCAL YEAR

The Company's fiscal year ended on the Saturdagsiei@ January 31, and consisted of fifty-two weefek fiscal year 2001, fiftghree week
for fiscal year 2000 and fifty-two weeks for fisgedar 1999. Fiscal years 2001, 2000 and 1999 eodéakbruary 2, 2002, February 3, 2001
and January 29, 2000, respectively.

CASH AND CASH EQUIVALENTS
The Company considers all highly liquid short-tenwestments with an original maturity of three ntonbr less when purchased to be cash
equivalents. Cash equivalents are generally overmigpney market investments.

The Company reclassified outstanding accounts payata payroll checks from cash to accounts payabéecrued payroll and benefits
totaling $11,179 and $8,367 as of February 2, 200RFebruary 3, 2001, respectively.

RESTRICTED CASH
As of February 2, 2002, restricted cash was reduer the terms of the Company's accounts reca&fability agreement.

ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Company owns and administers a proprietaryitatacd program. The Company performs ongoing tmehluations of its customers
who hold the Company's proprietary credit card, adidists credit limits based upon payment histowy the customer current credit-
worthiness. The Company continually monitors cditets and payments from customers and maintairslewance for estimated credit
losses based upon its historical experience andjaegific customer collection issues identified)(®ankruptcy). While such credit losses
have historically been within expectations and mions established, the Company cannot guarangtét thill continue to experience the
same credit loss rates as in the past. If circumsgchange (e.g. higher than expected defaultarkruptcies), the Company's estimates of
the recoverability of amounts due the Company cbeldeduced by a material amount. The allowancddabtful accounts amounted to
$2,808 and $3,445 as of February 2, 2002 and Fab8)2001, respectively.

MERCHANDISE INVENTORIES
For financial reporting and tax purposes, merchamdiventories are determined by the retail methsithg a LIFO (last-in, first-out) cost
basis. The estimated cost to replace inventories$4&0,721 and $193,876 as of February 2, 200Fahdiary 3, 2001, respectively.

PROPERTY, FIXTURES AND EQUIPMENT: DEPRECIATION AND AMORTIZATION
Depreciation and amortization of property, fixtuegsl equipment is computed using the straight#ie¢hod based upon remaining lease
terms or the following average estimated servieesli

Buildings 20 to 40 years
Leasehold improvements 2 to 15 years
Fixtures and equipment 3to 10 years

No depreciation is recorded until property, fixsieend equipment are placed into service. Propgxtyres and equipment not placed il
service are classified as construction in progrélss.Company capitalizes interest and lease costsried during the construction of new
facilities or major improvements. The amount oénetst and lease costs capitalized is limited toitttairred during the construction period.
Interest of $25, $123 and $333 was capitalizedsitaf years 2001, 2000 and 1999, respectiy



Repair and maintenance costs are charged to opesats incurred. Property retired or sold is rerddvem asset and accumulated
depreciation accounts and the resulting gain &r imseflected in income.

Costs of major remodeling and improvements on kat@res are capitalized as leasehold improvemeessehold improvements
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are generally amortized over the shorter of thedd¢arm or the useful life of the asset. Capitatés are recorded at the lower of fair market
value or the present value of future minimum Igzsgments. Capital leases are amortized over tieapyiterm of the lease.

The Company assesses the impairment of propextyrdis and equipment whenever events or changescimstances indicate that the
carrying value may not be recoverable. In fiscdi2ZGhe Company evaluated a store lease renewiahoptercisable in January 2003. The
Company decided against exercising this lease mpinaler existing terms and, therefore, accelemépdeciation of $1,389 on associated
assets with lives exceeding the expected lease term

OTHER ASSETS
Other assets consist primarily of goodwill and &esated interests classified as intangible assets

February 2, February 3,

2002 2001
Goodwill $ 4208 $ 4,208
Less: Accumulated amortization 1,243 1,009
Net $ 2965 $ 3,199
Intangible assets - leases $ 10,828 $ 10,828
Less: Accumulated amortization 3,794 3,305
Net $ 7034 $ 7,523

These lease interests relate to below-market-eatgek purchased in store acquisitions completiéstad years 1992 through 1999, which
were adjusted to reflect fair market value. Thessés had lives of four to forty-eight years.

ACCRUED EXPENSES

Accrued expenses consist of liabilities associatithl store and corporate facility operations, sastaccrued lease expense, advertising,
employee severance, real estate taxes, legal exp@nsexpense recorded pursuant to Statementafdial Accounting Standards No. 133
(see Note 3).

INCOME TAXES

The Company accounts for income taxes accordif@jdtement of Financial Accounting Standards No, 188counting for Income

Taxes" ("SFAS No. 109"). Under SFAS No. 109, defértax assets and liabilities are computed baseheodifference between the financial
statement and income tax basis of assets andtibilsing applicable current marginal tax rates.

Net deferred tax assets were $10,112 and $3,48flFebruary 2, 2002 and February 3, 2001, respelgtis of February 2, 2002 ai
February 3, 2001, no valuation allowance has betblshed against this net deferred tax asséeaSompany believes these tax benefits
will be realizable through reversal of existingaleéd tax liabilities and future taxable income.

STORE OPENING AND CLOSING COSTS

The Company follows the practice of accountingsfmre opening costs incurred prior to opening a regwil unit as a current period expense.
When the decision to close a retail unit is male,Gompany provides for the estimated future retdenbligations after store operations
cease; nonrecoverable investments in propertyristand equipment; and other expenses directtertto discontinuance of operations.
estimates are based upon historical informationcanthin assumptions about future events. Chamggt®ie closing cost assumptions for
items such as the estimated period of future lehigations and the amounts actually realized iregetio the carrying value of property,
fixtures and equipment could cause these estinatesange.

ADVERTISING

Advertising production costs are expensed the ftiims¢ the advertisement is run. Media placementiscaie expensed in the period the
advertising appears. Total advertising expensdadad in selling, general and administrative expsrfsr fiscal years 2001, 2000 and 1999
were $26,717, $28,784 and $28,795, respectivepdd expenses and other current assets inclugaigradvertising costs of $352 and $
at February 2, 2002 and February 3, 2001, respgtiv

REVENUE RECOGNITION
The Company recognizes revenue at either the jpbiséle or at the time merchandise is shippedécaitistomer. Sales are net of returns and
exclude sales tax. A reserve is provided for esghanerchandise returns based on experience.

LEASED DEPARTMENT SALES

The Company leases space to third parties in sevkita stores and receives compensation basedparcentage of sales made in these
departments. Other income, net, includes leasedrtitepnt rental income of approximately $2,738, 88,and $2,872 in fiscal 2001, 2000
1999, respectively



REVOLVING CHARGE ACCOUNTS

Finance charge income on customer revolving chacgeunts is reflected as a reduction of sellingegal and administrative expenses.
Finance charge income earned by the Company, beémsdering costs of administering and servicexplving charge accounts, for fiscal
years 2001, 2000 and 1999 was $33,706, $30,61$28406, respectively, and is a component of sézation income (see Note £
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RECEIVABLE SALES

When the Company sells receivables in securitinataf credit card loans, it retains interest-ontips, subordinated interests and servicing
rights, all of which are retained interests in seeuritized receivables. Gain or loss on sale @féiteivables depends in part on the previous
carrying amount of financial assets involved in titamsfer, allocated between the assets sold aaihee interests, based on their relative fair
value at date of transfer. To obtain fair valuagytgd market prices are used if available. Howeyeotes are generally not available for
retained interests and the Company estimatesdaievbased on the present value of future expeetstd flows using management's best
estimates of key assumptions -- credit lossesgyrapnt impact and an appropriate discount rate camsorate with risks involved. As all
estimates used are influenced by factors outsiel€timpany's control, uncertainty is inherent irséhestimates, making it reasonably pos:
that they could change in the near term.

STOCK-BASED COMPENSATION

The Company follows Statement of Financial AccoumtStandards No. 123, "Accounting for Stag&sed Compensation" ("SFAS No. 12!
which provides for a fair value based method obaaoting for grants of equity instruments to empkyer suppliers in return for goods or
services. As permitted under SFAS No. 123, the Gomhas elected to continue accounting for compiemseosts under the provisions
prescribed by Accounting Principles Board Opiniom ®5, "Accounting for Stock Issued to Employedhé Company has included pro
forma disclosures of net income and basic andeatilearnings per share in Note 11 as if the fauevélased method had been applied in
measuring compensation cost as required by SFASRR.

EARNINGS PER SHARE

The presentation of earnings per share ("EPS")iregja reconciliation of the numerators and denatoirs used in basic and diluted EPS
calculations. The numerator, net income, is idahiit both calculations. The following table pretsea reconciliation of the weighted average
shares outstanding used in EPS calculations fdr effiscal 2001, 2000 and 1999. EPS shown inrgienciliation excludes the impact of
extraordinary items.

2001 2000 1999
Shares EPS Shares EPS Shares EPS
Basic Calculation 15,200,000 $0.41 14,953,000 $0.50 14,750,000 $ 0.68
Dilutive Securities -
Restricted Shares 14,000 --
Options -- 3,000
Diluted Calculation 15,214,000 $0.41 14,953,000 $0.50 14,753,000 $ 0.68

Antidilutive shares and options -
Restricted Shares 175,000 280,000 402,000
Options 908,000 1,206,000 1,316,000

Antidilutive shares and options, consisting of riestd shares and options to purchase shares,exeheded from the computation of dilutive
securities due to the Company's net loss positidhe first three quarters of fiscal 2001 and 1288 the first two quarters of fiscal 2000. In
addition, antidilutive options to purchase shamasmd) the remaining quarters were excluded fromctiraputation of dilutive securities due to
exercise prices greater than average market price.

The following table reflects the approximate dihetisecurities had the Company reported a net proéiaich consecutive quarter of the
corresponding fiscal years:

200 1 2000 1999
Approximate Dilutive Securities -
Restricted Shares 23,00 0 - 43,000
Options - - 27,000

In addition, options to purchase shares with eserprices greater than average market price wetaded from the above table for fiscal
2001, 2000, and 1999 in the approximate amoun®8f000, 1,206,000 and 1,139,000, respectiveltheaswould have been antidilutive.

FUTURE ACCOUNTING CHANGES

The Financial Accounting Standards Board ("FASBgt&ment of Financial Accounting Standards ("SFA%3) 142, "Goodwill and Other
Intangible Assets" became effective in 2002. Asslt, the Company will cease to amortize approtetye$2,965 of net goodwill. The
Company recorded approximately $234 of goodwill gimation during each of fiscal 2001, 2000 and 12881 would have recorded
approximately $234 of goodwill amortization durifigcal 2002. In lieu of amortization, the Compaayequired to perform an initial
impairment review of its goodwill in 2002 and amaal impairment review thereafter. The Company deteg the initial review during the
first quarter of 2002 and will not record an impaémt charge.

In August 2001, the FASB issued SFAS No. 144, "Arting for Impairment or Disposal of Long-lived A&$s" ("SFAS No. 144"), which
supercedes SFAS No.
121. SFAS No. 144, effective for fiscal 2002, ragaprovisions of SFAS No. 121 regarding recogniiod measurement of Ic-lived asse



impairment. SFAS No. 144 supercedes the accouatidgeporting provisions of Accounting Principlesaled Opinion No. 30 "Reporting the
Results of Operations - Reporting the Effects affidsal of a Segment of a Business, and Extraosdikknusual and Infrequently Occurring
Events and Transactions" for segments of a busiodss disposed of. The Company anticipates thaptiah of SFAS No. 144 provisions

will not have a material impact on its operatingulés.
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2. DEBT

Debt consisted of the following:

February 2, February 3,
2002 2001

Revolving credit agreement - principal payable Apri | 15, 2004;

interest payable periodically at varying rates (5.08% for fiscal year 2001) $ 42,500 $ 72,450
Mortgage notes payable - principal payable in varyi ng monthly installments

through June 2016; interest 9.62%; secured by | and and buildings 19,855 20,439
Mortgage notes payable - principal payable February 1, 2012; interest payable

monthly at various rates; secured by a building 4,500 4,500
Mortgage notes payable - principal payable January 1, 2011, interest payable

monthly at 5.00% beginning February 1, 2006; se cured by a building and fixtures 1,000 1,000
Total debt 67,855 98,389
Less: current maturities 646 584
Long-term debt $ 67,209 $97,805

In December 2001, the Company amended its revoluiadit facility ("Credit Facility") agreement teduce the line of credit from $200,000
to $175,000.

In April 1999, the Company amended its Credit Fgcidlgreement to extend the term of the facilitaril 15, 2004. The amended agreen
extends the term of the available fixed assetsaaldestate borrowing base and provides a moredai®interest rate pricing structure, with
substantially all other terms and conditions refimgiunchanged. As a result of this transactionGbepany incurred a one-time
extraordinary after-tax charge of $378, or $0.02gb&re, in fiscal 1999.

As of February 2, 2002, the Company had borrowofg#2,500, with $52,894 of additional borrowingadability (net of $6,095 letter-of-
credit commitments) remaining under the Credit FgiciThe interest charged under this agreemergetd@n LIBOR or an index rate plus an
applicable margin, is determined by a formula basethe Company's interest coverage ratio (defagethe ratio of earnings before interest,
taxes, depreciation and amortization to interepease).

The Company entered into a loan agreement witlCthyeof Scranton, Pennsylvania on July 5, 2000. [Bla@ provided $1,000 to be used in
certain store renovations. The agreement provialemferest payments beginning February 1, 20G6rate of 5.0% per annum. The principal
balance is to be paid in full by January 1, 2011.

Several of the Company's loan agreements contsinatéve covenants, including a minimum trade sauppatio; a minimum fixed charge
ratio; and limitations on dividends, additionalumence of debt and capital expenditures. The Compaas in compliance with each of these
covenants during fiscal 2001.

The fair value of the Company's debt, excludingriest rate swaps, was estimated at $70,087 an84¥8n February 2, 2002 and February
3, 2001, respectively, and is based on an estiofaties available to the Company for debt withiksinfeatures.

Debt maturities by fiscal year as of February )2@&re as follows:

2002 $ 646
2003 715
2004 43,291
2005 876
2006 970
2007 and thereafter 21,357
$ 67,855
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3. INTEREST RATE DERIVATIVES

The Company maintains an interest rate swap patfioht allows the Company to convert a portiothaf variable rates under the Company's
credit facilities to fixed rates. The following felindicates the notional amounts as of FebruaB0@2 and February 3, 2001 and the range of
interest rates paid and received by the Comparningltine respective fiscal years:

February 2, February 3,

2002 2001
Fixed swaps (notional amount) $110,000 $ 80,000
Range of receive rate 2.21%-6.74%  6.03%-6.86%
Range of pay rate 5.43%-5.88% 5.58%-5.88%

The interest rate swap agreements will expire oioua dates from June 2, 2003 to February 6, 20B6.net income or expense from the
exchange of interest rate payments is includedtarést expense. The estimated fair value of ttezdnt rate swap agreements, based on
dealer quotes, at February 2, 2002 and Febru&29@l,, was an unrealized loss of $4,311 and $68pentively, and represents the amount
the Company would pay if the agreements were textathas of such dates.

The Company adopted SFAS No. 133, "Accounting ferigative Instruments and Hedging Activities” ("SEAo0. 133"), and SFAS No. 1:
"Accounting for Certain Derivative Instruments aDdrtain Hedging Activities -- an amendment of FASBtement No. 133," on February 5,
2001. SFAS No. 133 requires the transition adjustirest of tax effect, resulting from adopting th&tatements to be reported in net income
or other comprehensive income, as appropriatdyeasumulative effect of a change in accountinggpie. In the first quarter of 2001, a $4
net-of-tax loss transition adjustment was recoldestcumulated other comprehensive income as # ms@cognizing at fair value all
derivatives designated as cash flow hedging insnim

As of February 2, 2002, the Company recorded adcexpenses of $1,486 and other long-term liabglia€$2,825 to recognize at fair value
all derivatives designated as cash flow hedgingunsents. Of this amount, $543 was recognized@srant period charge (corresponding to
the portion of the hedges deemed ineffective), $2\8as reported within other comprehensive incontk$i,414 was reported as deferred
tax assets. All charges recorded in fiscal 2005yamt to SFAS No. 133 are considered non-cash fien@onsolidated Statement of Cash
Flows purposes.

ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND HEDGING A CTIVITIES

The Company recognizes all derivatives on the ltalafeet at fair value. On the date the derivatisgument is entered into, the Company
generally designates the derivative as a hedgdartaasted transaction or of the variability o$ltdlows to be received or paid related to a
recognized asset or liability ("cash flow hedg€hanges in the fair value of a derivative thatasignated as, and meets all required criteria
for, a cash flow hedge are recorded in accumulatieelr comprehensive income and reclassified intoilegs as the underlying hedged item
affects earnings. The portion of the change invialue of a derivative associated with hedge ir¢iffeness or the component of a derivative
instrument excluded from the assessment of hedgetiekeness is recorded in current earnings. Adbanges in the entire fair value of a
derivative that is not designated as a hedge amrded in earnings. The Company formally documelitelationships between hedging
instruments and hedged items, as well as its riakagement objective and strategy for undertakimgpwa hedge transactions. This process
includes relating all derivatives that are desigdats cash flow hedges to specific balance shsetsaand liabilities.

The Company also formally assesses, both at ttepiion of the hedge and on an ongoing basis, wheteh derivative is highly effective in
offsetting changes in fair values or cash flowshef hedged item. If it is determined that a denais not highly effective as a hedge, or if a
derivative ceases to be a highly effective hedgge Gompany will discontinue hedge accounting prospely for the respective derivative.

DEBT PORTFOLIO MANAGEMENT

It is the policy of the Company to identify on antiouing basis the need for debt capital and evalfiaancial risks inherent in funding the
Company with debt capital. Reflecting the resultro$ ongoing review, the debt portfolio and hedgimogram of the Company is manage
(1) reduce funding risk with respect to borrowimgade or to be made by the Company to preservedhg@ny's access to debt capital and
provide debt capital as required for funding andility purposes, and (2) reduce the aggregatecsiteate risk of the debt portfolio in
accordance with certain debt management param@teesCompany enters into interest rate swap agnesne change the fixed/variable
interest rate mix of the debt portfolio in ordemtaintain the percentage of fixed-rate and variahle debt within parameters set by
management. In accordance with these parameteap, agreements are used to reduce interest rageangkcosts inherent in the Company's
debt portfolio. Accordingly, the Company currerttigs interest rate swap contracts outstanding éztfely convert variable-rate debt to
fixed-rate debt. These contracts entail the excharfdixed-rate and floating-rate interest paymerasodically over the agreement life.

CASH FLOW HEDGES

Interest expense for fiscal 2001 includes $543atfiosses related to hedge ineffectiveness. Chandks fair value of derivatives qualifying
as cash flow hedges are reported in accumulatet otmprehensive income. Gains and losses aresséfidd into earnings as the underlying
hedged item affects earnings, such as when quasgetiiements are made on the hedged forecasteshtition. As of February 2, 2002, it is
expected that approximately $1,000 of net-of-tessés in accumulated other comprehensive incoméevileclassified into earnings within
the next twelve months. There was no gain or leskssified from accumulated other comprehensigente into earnings during fiscal 2001
as a result of the discontinuance of a cash flosighalue to the probability of the original foreeastransaction not occurring. As of February
2, 2002, the maximum time over which the Comparheidging its exposure to the variability in futeash flows for forecasted transactior
forty-eight months
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4. INTEREST COSTS

Interest and debt costs were:

F iscal Year Ended
February 2, February 3, January 29,

2002 2001 2000
Interest costs incurred $ 9,732 $ 11,284 $ 8,988
Interest income (149) (255) (103)
Capitalized interest, net (25) (123) (333)
Interest expense, net $ 9,558 $ 10,906 $ 8,552
Interest paid $ 8,244 $ 11,698 $ 8,303

5. SALE OF RECEIVABLES

The Company securitizes its proprietary credit gaordfolio through an accounts receivable faci(itye "Facility"). The securitization
agreement was amended in October 1999 to extertdrineof the Facility through January 2003, andtaims modified pricing and a trade
support covenant. The amended agreement also pahreiCompany to request seasonal increases amtbant sold under the Facility and
annual extensions of the term. Substantially &leoterms and conditions of the original agreememtain unchanged.

Under the securitization agreement, which is ca@irt upon receivables meeting certain performaritaria, the Company has the option to
sell through The Bon-Ton Receivables Partnership("BTRLP"), a wholly-owned subsidiary of the Compaup to $150,000 of an

undivided percentage interest in the receivablea limited recourse basis. In connection with theusitization agreement, the Company
retains servicing responsibilities, subordinatddriests and an interest-only strip, all of which eetained interests in the securitized
receivables. The Company receives annual servfeieg of 2.0% of the outstanding balance and righfsture cash flows arising after
investors in the securitization have received #tarn for which they contracted. The investors haweecourse to the Company's other assets
for failure of debtors to pay when due. The Compmrstained interests are subordinate to the inv@shterests. The value of the retained
interest is subject to credit, prepayment and @sterate risks. The Company does not recognizevacisry asset or liability, as the amount
received for servicing the receivables is a reasienapproximation of market rates and servicingos

As of February 2, 2002 and February 3, 2001, cetit receivables were sold under the securitizagreement in the amount of $150,000,
and the Company had subordinated interests of $9%0d $22,585, respectively, related to the ansoswitl that were included in the
accompanying Consolidated Balance Sheets as tratlether accounts receivable. The Company accdonits subordinated interest in the
receivables in accordance with SFAS No. 115, "Aatiog for Certain Investments in Debt and Equitg8éies.” The Company has not
recognized any unrealized gains or losses on [darsiinated interest, as the current carrying valueustomer revolving charge accounts
receivable is a reasonable estimate of fair vahteawerage interest rates approximate current rharlgnation rates.

New receivables are sold on a continual basisglenésh each investor's respective level of pauditton in receivables that have been re|
by credit card holders.

During fiscal 2001, 2000 and 1999, the Companygeized securitization income of $9,054, $4,230 $4¢91, respectively, on
securitization of credit card loans. This incomeeigorted as a component of selling, general andrastrative expenses.

Key economic assumptions used in measuring retaimerkests at the date of securitization for sei@ations completed during the year were
as follows:

Fiscal 2001  Fiscal 2000

Yield on credit cards 16.8%-17.3% 17.0%-18.2%
Payment rate 18.8%-19.3%  19.1%-19.7%
Interest rate on variable funding 4.4%-6.4% 6.4%-7.6%
Net charge-off rate 7.4% 7.0%
Residual cash flows discount rate 12.0% 12.0%
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The interesbnly strip was recorded at its fair value of $1,H0@ $973 at February 2, 2002 and February 3, 2@8fectively, and is includ
in trade and other accounts receivable on the Cidiased Balance Sheets. The following table shogsdconomic assumptions used in
measuring the interest-only strip for fiscal 200ke table also displays the sensitivity of the entfair value of residual cash flows in fiscal
2001 to immediate 10% and 20% adverse changesimgsions:

Eff ect of Adverse Changes($)
Assumptions 10% 20%
Yield (annual rate) 16.8% 652 1,305
Payment rate 18.8% 102 204
Interest rate on variable 4.4% 172 344
and adjusted contracts

Net charge-off rate 7.4% 291 582
Residual cash flows discount 12.0% 2 4

rate (annual rate)

These sensitivities are hypothetical and shoulddssl with caution. Changes in fair value based b®% variation in an assumption gener
cannot be extrapolated because the relationsttipeathange in an assumption to the change in &irevmay not be linear. Also, in this table,
the effect of a variation in a particular assumptim the fair value of retained interest is caltadavithout changing any other assumption; in
reality, changes in one factor may result in charigeanother, which might magnify or counteractdbasitivities.

During fiscal 2001, the Company received net prdsed $3,428 from servicing fees, which is repodsd component of selling, general
administrative expenses. As of February 2, 20024 3bof the total managed credit card receivable®g0 days or more past due. Net credit
losses on the total managed credit card receivitneke fiscal year ending February 2, 2002 wet@$3.

6. PROPERTY, FIXTURES AND EQUIPMENT

As of February 2, 2002 and February 3, 2001, ptgpéxtures and equipment and related accumuldtgareciation and amortization
consisted of:

February 2, February 3,

2002 2001
Land and improvements $ 2,801 $ 2,801
Buildings and leasehold improvements 144,715 135,164
Furniture and equipment 125,020 119,609
Buildings under capital leases 5,052 5,052

277,588 262,626
Less: Accumulated depreciation and amortization 133,704 115,211

$ 143,884  $ 147,415

Property, fixtures and equipment with a net derted cost of approximately $29,143 and $30,42(pkdged as collateral for secured loans
at February 2, 2002 and February 3, 2001, respgtiv

7. COMMITMENTS AND CONTINGENCIES

LEASES

The Company is obligated under capital and opegdéiases for a major portion of its store propsrtigertain leases provide for additional
rental payments based on a percentage of sales@sof a specified base (contingent rentals¥anpayment by the Company of operating
costs (taxes, maintenance and insurance). Aldmgspace has been licensed to other retailemsainy of the Company's leased facilities.

At February 2, 2002, future minimum lease paymentser operating leases and the present value afinghum lease payments under
capital leases are as follows:

Fiscal Year Capita | Leases Operating Leases
2002 $ 300 $ 20,904
2003 300 20,422

2004 300 19,538

2005 200 18,070

2006 - 14,517

2007 and thereafter - 81,155

Total net minimum rentals 1,100 $ 174,606

Less: Amount representing interest 148



Present value of net minimum lease payments, $ 952
of which $232 is due within one year = ========
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Minimum rental commitments under operating leasegeflected without reduction for rental incomeesdu future years under noncancell:
subleases since amounts are immaterial. Some stdhe leases contain renewal options ranging freento thirty-five years. Included in the
minimum lease payments under operating leasegased vehicles, copiers, fax machines and compgtépment, and a related-party
commitment with the Company's majority sharehobited related entities of $224 for fiscal 2002 thto@§05 and $112 for fiscal 2006.

Rental expense consisted of the following:

Fiscal Year Ended

Febru ary 2, February 3, January 29,
2002 2001 2000
Operating leases:

Buildings:

Minimum rentals $1 9,960 $ 18,667 $ 16,367

Contingent rentals 2,067 2,358 2,614
Fixtures and equipment 1,403 2,094 2,015
Contingent rentals on capital leases 320 397 414

Totals $ 2 3,750 $ 23516 $ 21,410

CONTINGENCIES

The Company is party to legal proceedings and daiich arise during the ordinary course of businesthe opinion of management, the
ultimate outcome of all such litigation and claimidl not have a material adverse effect on the Canys financial position or results of its
operations.

8. SHAREHOLDERS' EQUITY

The Company's capital structure consists of Com8tork with one vote per share and Class A CommocokStith ten votes per share.
Transfers of the Company's Class A Common Stockeateicted. Upon sale or transfer of ownershipaiing rights to other than permitted
transferees, as defined, such shares will convexhtequal number of shares of Common Stock.

9. INCOME TAXES

The Company accounts for income taxes accordir@8F#®S No. 109. Under SFAS No. 109, deferred taxtass®l liabilities are computed
based on the difference between the financial staé and income tax basis of assets and liabilits#sg applicable current marginal tax
rates.

Components of the income tax provision are as\idlo

Fi scal Year Ended
February 2, February 3,  January 29,
2002 2001 2000

Current:

Federal $ 8,975 $ 7,296 $ 7,287

State 644 243 313
Total current 9,619 7,539 7,600
Deferred:

Federal (5,416) (2,759) (1,338)
State (387) (158) (76)
Total deferred (5,803) (2,917) (1,414)
Income tax expense $ 3,816 $ 4,622 $ 6,186
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Components of gross deferred tax assets and tiabilvere comprised of the following:

February 2, February 3,

2002 2001
Deferred tax assets:
Accrued expenses $ 4,919 $ 3,251
Restricted shares and options 238 159
Bad debt reserve 1,053 1,275
Sale and leaseback 992 1,045
CEO retirement 403 862
Asset write-down 724 833
Inventory 1,673 --
Other 1,617 215
Total gross deferred tax assets $ 11,619 $ 7,640
Deferred tax liabilities:
Fixed assets $ 823 $ 2,369
Inventory - 711
Other 684 1,079
Total gross deferred tax liabilities $ 1,507 $ 4,159

No deferred tax assets have associated valuatmmaaices since the Company believes these tax ibenet realizable through reversal
existing deferred tax liabilities and future taxabicome.

A reconciliation of the statutory federal income tate to the effective tax rate is presented below

F iscal Year Ended
February 2, February 3, January 29,
2002 2001 2000

Tax at statutory rate 35.0% 35.0% 35.0%
State income taxes, net of

federal benefit 2.6 2.0 2.0
Book expense in excess of

IRC 162 limitation -- -- 0.9
Other, net 0.4 1.0 0.1

Total 38.0% 38.0% 38.0%

In fiscal 2001, 2000 and 1999, the Company madenectax payments of $6,963, $7,232 and $7,335¢ectisply.
10. EMPLOYEE BENEFIT PLANS

The Company provides eligible employees with reteat benefits under a 401(k) salary reduction anflitsharing plan (the "Plan").
Employees are eligible to participate in the Pliearahey reach the age of 21, complete one yeaewfice and work at least 1,000 hours in
any calendar year. Under the 401(k) provisionhefRlan, the majority of eligible employees maytdbate up to 15% of their compensation
to the Plan. Company matching contributions, naxoeed 5% of eligible employees' compensationattiee discretion of the Company's
Board of Directors. Company matching contributiansler the 401(k) provisions of the Plan become fuisted for eligible employees after
three years of service. Contributions to the Plagen the profit sharing provisions are at the @ison of the Company's Board of Directors.
These profit sharing contributions become fullytedsafter five years of service. The Company'safi2®01, 2000 and 1999 expense under
the Plan was $2,200, $2,200 and $1,981, respegtivel
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11. STOCK AWARD PLANS

The Company's Amended and Restated 1991 StockrOgtid Restricted Stock Plan ("1991 Stock Plan"grasnded through June 17, 1997,
provided for the granting of the following optioasd awards to certain associates, officers, directmnsultants and advisors: Common S
options, performance-based Common Stock optiopadf a long-term incentive plan for selectedogffs, and Common Stock awards
subject to substantial risk of forfeiture ("Redeit Shares"). The maximum number of shares whiolddmave been granted under the 1991
Stock Plan, less forfeitures, was 1,900,000 shémezddition to the 1991 Stock Plan, during 1994 Board of Directors approved a Phantom
Equity Replacement Plan ("Replacement Plan") ttagspthe Company's previous deferred compensatiangement that was structured ¢
phantom stock program.

Options granted under the 1991 Stock Plan, exauBiestricted Share awards, were generally issuttet aharket price of the Company's
stock on the date of grant, vested over threeviyfears and had a ten-year term. No additionabipbr awards may be granted from the
1991 Stock Plan after September 30, 2001. Gramisrihe Replacement Plan vest over approximatedtosix years and have a thirty-year
term.

The Company amended its Management Incentive Pl (Plan™) in 1997 to provide, at the electioneafch participant, for bonus award
be received in vested Restricted Shares in lieaash on the satisfaction of applicable performayuads. The maximum number of shares to
be granted under the MIP Plan was 300,000, withdditional shares to be issued after July 1998.

In 1998, the Company implemented The Bon-Ton Stdnes Performance Based Stock Incentive Plan €iStocentive Plan") for Heywood
Wilansky, former president and chief executiveadfi The Stock Incentive Plan provided performapaged compensation to Mr. Wilansky
in the form of stock bonuses granted in conneatiith services provided. Pursuant to the early eatent of Mr. Wilansky (see Note 14),
outstanding options in the plan have been cancalkedthe plan has been terminated.

The Company implemented the 2000 Stock Incentiaa PR000 Stock Plan") during fiscal 2000. The 28d6ck Plan provides for the
granting of Common Stock options and Restricted&hto certain associates, officers, directorssahlants and advisors. The maximum
number of shares to be granted under the 2000 $tackis 400,000. No options or awards may be grhnhder the 2000 Stock Plan after
March 2, 2010. As of February 2, 2002, optionslf@d,000 shares were granted under the 2000 Stacka®lan exercise price of $2.39 with a
ten-year contractual life. No Restricted Sharesevgeanted under the 2000 Stock Plan as of Feb2)&2§02.

Compensation costs charged to operations, calculeti@g the intrinsic value method as required bgduinting Principles Board Opinion I
25, "Accounting for Stock Issued to Employees," w889, $1,270 and $750 in fiscal 2001, 2000 an®18%pectively. Had the Company
recorded compensation expense using the fair \ised method as discussed in SFAS No. 123, "Acitmyfar Stock-Based
Compensation,” net income and earnings per shamdvihave been reduced to the pro forma amountsaieti below:

Fiscal Year Ended

February 2, February 3, January 29,
2002 2001 2000
Net income Asreported $ 6,226 $ 7,548 $ 9,715
Pro forma 5,636 6,812 8,121
Earnings per share
Basic Asreported $ 041 $ 050 $ 0.66
Pro forma 0.37 0.46 0.55
Diluted Asreported $ 0.41 $ 050 $ 0.66
Pro forma 0.37 0.46 0.55

The Company used the Black-Scholes option pricingehto calculate the fair value of the stock opsiat the grant date. The following
assumptions were used:

Fiscal Year Ended

February 2, February 3, January 29,
2002 2001 2000
Expected option term in years 7.8 6.0 6.7
Stock price volatility factor 70.4% 88.0% 65.4%
Dividend yield 0.0% 0.0% 0.0%
Risk-free interest rate 4.7% 6.6% 6.1%
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FISCAL 1999

January 30, 1999
Granted
Transferred
Exercised
Forfeited

January 29, 2000

Options exercisable at January 29, 2000
Weighted average fair value of options
granted during fiscal 1999

FISCAL 2000
Granted
Transferred
Exercised
Forfeited

February 3, 2001

Options exercisable at February 3, 2001
Weighted average fair value of options
granted during fiscal 2000

FISCAL 2001
Granted
Transferred
Exercised
Forfeited

February 2, 2002

Options exercisable at February 2, 2002
Weighted average fair value of options
granted during fiscal 2001

Common Stock Options

A summary of the options and restricted sharesut#e1991 Stock Plan follows:

Performance-Based Option

Weighted Weighte
umber of Average Number of Averag
Options Price Options Pric
692,363 $ 9.58 343,900 $ 6.6
243,000 $ 5.81 - -
88,400 $ 6.13 (88,400) $ 6.1
(1,000) $ 6.38 - -
(40,733) $ 11.31 (88,400) $ 6.1
982,030 $ 8.20 167,100 $ 7.2
595,342 $ 8.58 - -

$ 3.95 -
10,500 $ 3.29 - -
83,550 $ 7.25 (83,550) $ 7.2
(319,533) $ 8.64 (83,550) $ 7.2
756,547 $ 7.93 - -
562,588 $ 8.39 - -

$ 255 -
212,084 $ 2.94 - R

(131,033)  $ 10.49

837,598 $ 6.27 - -
578,848 $ 7.42 - -
$ 2.15 -

Restricted
s Shares
d
e Number

e of Shares

201,666
5,000

(83,_3:33)

(83,_3:33)
(30,000)

- 275,652

- (128617)
- (7,000)

The exercised shares in the above summary foriRestiShares represent shares for which the reéstrichave lapsed.

The range of exercise prices for Common Stock aptmutstanding as of February 2, 2002 follows:

Range of
Exercise Prices

Number of Options
Outstanding

$294
$3.19-$7.13
$7.25-$11.25
$13.25 - $17.00

203,584
418,348
145,266
70,400

Weighted Average Weighted Average

Number

Exercise Price Contractual Life Currently

$
$
$
$
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5.93 6.2 years
8.02 4.2 years
14.28 6.1 years
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of Options Weighted Average

Exercisable  Exercise Price
16,500 $ 2.94
346,682 $
145,266 $ 8.02
70,400 $



A summary of the status of the Replacement Pldovist

Discount Non-Discount

Options Options
Exercise Price $ 3.25 $ 13.00
January 30, 1999 49,189 37,552
Exercised -- --
Forfeited
January 29, 2000 49,189 37,552
Exercised -- --
Forfeited -- (8,650)
February 3, 2001 49,189 28,902
Exercised -- --
Forfeited (6,591) (28,902)
February 2, 2002 42,598 -
A summary of the Management Incentive Plan follows:
Shares
January 30, 1999 117,138
Granted -
Restriction lapsed (15,317)
Forfeited (7,260)
January 29, 2000 94,561
Granted -
Restriction lapsed (13,907)
Forfeited (21,359)
February 3, 2001 59,295
Granted -
Restriction lapsed (12,471)
Forfeited (10,212)
February 2, 2002 36,612

Shares issued under the Stock Incentive PlangalflE998 were 250,000 Restricted Shares and optbopgrchase 250,000 shares with an
exercise price of $8.00 per share. No shares dwraptvere vested or forfeited during fiscal 1998 88,334 options vested in fiscal 1999.

During fiscal 2000, 250,000 Restricted Shares estal 250,000 options were forfeited due to thiyeatirement of Heywood Wilansky (s
Note 14). No shares remain in the pl

Cancellation of options and shares in the abovesplasulted primarily from employment terminationdavoluntary forfeitures.
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12. QUARTERLY RESULTS (UNAUDITED)

Fiscal Quarter Ended

May 5, August 4,  November 3, February 2,
2001 2001 2001 2002
FISCAL 2001:
Net sales $ 149,719 $ 150,867 $ 175,621 $ 245,570
Other income, net 524 518 466 1,040
150,243 151,385 176,087 246,610
Costs of merchandise sold 98,740 95,637 111,898 153,445
Selling, general and administrative expenses 53,106 54,112 56,656 60,432
Depreciation and amortization(1) 4,450 4,484 4,908 5,941
Unusual expense - - 916 -
Income (loss) from operations (6,053) (2,848) 1,709 26,792
Interest expense, net 1,917 2,175 2,484 2,982
Income (loss) before income taxes (7,970) (5,023) (775) 23,810
Income tax provision (benefit) (2,989) (1,884) (291) 8,980
Net income (loss) $ (4981) $ (3,139) $ (484 $ 14,830
PER SHARE AMOUNTS -
BASIC:
Net income (loss) $ (033) $ (0.21) $ (0.03) $ 0.97
BASIC WEIGHTED AVERAGE SHARES OUTSTANDING 15,150,000 15,161,000 15,214,000 15,276,000
DILUTED:
Net income (loss) $ (033) $ (0.21) $ (0.03) $ 0.97
DILUTED WEIGHTED AVERAGE SHARES OUTSTANDING 15,150,000 15,161,000 15,214,000 15,332,000

(1) In the fiscal quarter ended February 2, 200@,Gompany evaluated a store lease renewal optengisable in January 2003. The
Company decided against exercising this lease ptialer existing terms and, therefore, accelempdeciation of $1,389 on associated
assets with lives exceeding the expected lease term

Fiscal Quarter Ended

April 29, July 29, October 28, February 3,
2000 2000 2000 2001
FISCAL 2000:
Net sales $ 152,135 $ 156,346 $ 174,924 $ 266,411
Other income, net 572 539 468 1,136
152,707 156,885 175,392 267,547
Costs of merchandise sold 100,449 98,150 110,178 165,249
Selling, general and administrative expenses 54,025 54,175 56,010 67,649
Depreciation and amortization 4,121 4,121 4,677 4,166
Unusual expense - 6,485 -- --
Income (loss) from operations (5,888) (6,046) 4,527 30,483
Interest expense, net 2,339 2,821 2,906 2,840
Income (loss) before income taxes (8,227) (8,867) 1,621 27,643
Income tax provision (benefit) (3,127) (3,370) 615 10,504
Net income (loss) $ (5,100) $ (5,497) $ 1,006 $ 17,139
PER SHARE AMOUNTS -
BASIC:
Net income (loss) $ (034) $ (037 $ o0.07 $ 113
BASIC WEIGHTED AVERAGE SHARES OUTSTANDING 14,802,000 14,813,000 15,051,000 15,146,000
DILUTED:
Net income (loss) $ (034) $ (037 $ o0.07 $ 113
DILUTED WEIGHTED AVERAGE SHARES OUTSTANDING 14,802,000 14,813,000 15,051,000 15,146,000
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13. ACQUISITIONS

In March 1999, the Company acquired the leasembédests and certain other assets in three deparstwes located in Hamden,
Connecticut; Red Bank, New Jersey, and Brick Touwma¥ew Jersey through a bankruptcy auction, ftotal cost of $2,200. The leasehold
interests were held by Steinbach Stores, Inc., @ly#owned subsidiary of Crowley, Milner and Compagertain fixed assets and customer
lists were also included in the purchase. Thisriess combination was accounted for under the psecimethod, with the fair market value of
acquired leases amortized over the remaining lesse

14. UNUSUAL EXPENSE

During the third quarter of fiscal 2001, the Compagported $916 in unusual expense relating to kkferce reduction and realignment and
elimination of certain senior management positidrsof February 2, 2002, the amount paid was $4®0the remaining accrual was $436.

During the second quarter of fiscal 2000, the Camypaported $6,485 in unusual expense relatingworikforce reduction of 187 corporate
and store personnel. The workforce reduction agfid37 employees and eliminated 50 positions. Aafditly, the Company announced the
early retirement of Heywood Wilansky, former presitland chief executive officer, and the realigniaam elimination of certain senior
management positions. As of February 2, 2002, theuat paid was $3,666 and the remaining accrual$2:19.

Mr. Wilansky is entitled to receive his base salg®id in monthly installments) through January 3103, the remainder of his employment
term. Mr. Wilansky also received a $170 cash bdoufiscal 2000. Outstanding options to purchasg, 233 shares of Common Stock were
exercisable for a period of ninety days. No optiaese exercised and all were cancelled. RestriSteates in the amount of 333,333 shares
vested immediately.

During the fourth quarter of fiscal 1999, the Compaecorded an expense to write down the valuedii assets relating to a cooperative
buying group from which the Company purchased itwgn A $2,683 charge was recorded to write-dowr8$Q in deposits held by the
cooperative buying group with the remainder retatmthe write-down of the Company's minority eguitterest. The cooperative buying
group ceased its operations during fiscal 2000.

15. SALE AND LEASEBACK ARRANGEMENTS

In December 2000, the Company purchased land fren€Cbmpany's majority shareholder and relatedgsartihe Company then sold the
land along with building, leasehold improvementd aartain equipment, comprising a department stocka distribution center both located
in Pennsylvania, and subsequently leased thetfasilback under a twenty-year lease. The leasbd®rs accounted for as an operating lease
for financial reporting purposes. Net proceedsIdf,§46 were received from the sale, of which $6 038 used to pay-off related mortgages
and the remainder to provide additional workingitzapThe gain associated with the sale, totaliag@ has been deferred in other long-term
liabilities and is being amortized on a straightlbasis over the twengear lease term. Payments on the lease durind 2664 were $1,25!
which includes the prepayment of February and Ma@d?.

16. RESTRUCTURING

In fiscal 1995, the Company recorded a restrucgucimarge of $5,690 for store closings and workfeeckictions. Amounts charged against
the restructuring reserve for fiscal 1999 are Hevs:

1999
Beginning of year balance $ 2,446
Store closing costs, net of expense forgiveness 46
Restructuring income (2,492)
End of year balance $ -

At the end of fiscal 1998, the balance remainirgrfithis charge related to a leased property lodatddhnstown, Pennsylvania. In 1999, the
mall containing the leased location was sold tew owner who wanted to redevelop the property aedCtompany negotiated the termina
of this lease with the new owner. In the fourtheraof fiscal 1999, the Company entered into are@gent to terminate the lease related to
the closed store. To reflect the lease terminationing fiscal 1999 the Company recognized $2,492structuring income in the Company's
Consolidated Statements of Income.

17. SUBSEQUENT EVENT
On February 7, 2002, the Company announced it woarhdider the repurchase of up to $2,500 of itskstiiom time to time.
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REPORT OF INDEPENDENT ACCOUNTANTS
TO THE BON-TON STORES, INC.:

We have audited the accompanying consolidated balsineets of The Bon-Ton Stores, Inc. (a Pennsighamporation) and subsidiaries as
of February 2, 2002 and February 3, 2001, anddlaed consolidated statements of income, sharetsdlequity and cash flows for each of
the three fiscal years in the period ended FebrRa2p02. These financial statements are the radmbty of the Company's management.
Our responsibility is to express an opinion on ¢hizsancial statements based on our audits.

We conducted our audits in accordance with audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of The Bon-Ton Stores,
Inc. and subsidiaries as of February 2, 2002 atduaey 3, 2001, and the results of their operatamstheir cash flows for each of the three
fiscal years in the period ended February 2, 2802nformity with accounting principles generallicapted in the United States.

/'s/ ARTHUR ANDERSEN LLP

Phi | adel phia, PA
March 6, 2002
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EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT

The Bon-Ton Department Stores, Inc., a Pennsylveoriporation
The Bon-Ton Corp., a Delaware corporation
The Bon-Ton Stores of Lancaster, Inc., a Pennsjdveorporation
The Bon-Ton National Corp., a Delaware corporation
The Bon-Ton Trade Corp., a Delaware corporation
BTRGP, Inc., a Pennsylvania corporation
The Bon-Ton Receivables Partnership, L. P., a Bévensia limited partnership
The Bon-Ton Properties - Greece Ridge G. P., lblew York corporation
The Bon-Ton Properties - Greece Ridge L. P., a\Rala limited partnership
The Bon-Ton Properties - Irondequoit G. P., Ind\Neav York corporation
The Bon-Ton Properties - Irondequoit L. P., a DelesMimited partnership
The Bon-Ton Properties - Marketplace G. P., Ind&Neav York corporation
The Bon-Ton Properties - Marketplace L. P., a Dal@\imited partnership
The Bon-Ton Properties - Eastview G. P., Inc., aNe@rk corporation
The Bon-Ton Properties - Eastview L. P., a Delaviianged partnership
Capital City Commons Realty, Inc., a Pennsylvaoigoration
CROP Reinsurance, Ltd., a Turks and Caicos Islaog®oration

The Bor-Ton Giftco, Inc., a Florida corporatic



EXHIBIT 23
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our reports dated MarcB@2 included in this Form 1Q; into
the Company's previously filed Form S-8 Registrafitatements, Registration Nos. 33-43105, 33-51333-36633, 333-36661, 333-36725,
333-46974 and 333-65120.

/sl Arthur Andersen LLP

Phi | adel phia, PA
April 30, 2002



EXHIBIT 99.1
April 30, 2002

Securities and Exchange Commission
Judiciary Plaza

450 Fifth Street, N.W.

Washington, D.C. 20549

RE: ARTHUR ANDERSEN LLP
Ladies and Gentlemen:

Pursuant to Temporary Note 3T to Article 3 of Regioih S-X adopted by the Securities and Exchangar@iiesion, Arthur Andersen has
represented to us the following regarding the aofditur consolidated financial statements as ofltly 2, 2002, and for the year then ended
and have issued their report thereon dated Mar20@.

The audit was subject to Arthur Andersen's qualiytrol system for the U.S. accounting and audigirartice to provide reasonable
assurance that the engagement was conducted ifiaongwith professional standards and that thexg appropriate continuity of Arthur
Andersen personnel working on the audit and aviditlabf national office consultation. Availabilitgf personnel at foreign affiliates of Artt
Andersen was not relevant to this audit.

Sincerely,

/sl James H. Baireuther

James H. Bai reuther
Chi ef Financial Oficer
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