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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION
In re: ) Chapter 11
‘ )
Sarah Michaels, Inc., a Delaware Corporation, ) Case Nos. 03 B 19465
Sarah Michaels, LLC, a Delaware Limited ) 03 B 19468
Liability Corporation, FASMA LLC, ) 03B 24425
a Delaware Limited Liability Corporation, ) Jointly Administered .
)
)

debtors/debtors-in-possession. Judge Jack B. Schmetterer

ORDER APPROVING SALE OF PROPERTY OF THE ESTATE

AT CHICAGO, ILLINOIS, in said District and Division, before the Honorable A.
BENJAMIN GOLDGAR, Bankruptey Judge, this , day of , 2003:

THIS MATTER COMING TO BE HEARD upon the Motion of Sarah Michaels, Inc.,
Sarah Michaels, LLC and Fasma LLC, (“Debtors”), for Authority to Sell Assets Outside of
Ordinary Course of Business pursuant to Section 363 of the Bankruptcy Code, this Court
having already approved an Order granting authority to sell assets outside of the ordinary
course of business pursuant to Section 363/of the Bankruptcy Code, establishing sales
procedures and setting a hearing date of s/a ‘e and: approving form of notice:on June 19,
2003, proper notice having been provided and a certlflcate of service to that effect having
been filed, this Court having considered the statements and arguments of counsel present
at the hearing on the Sale Motion; an auction of the Debtors’ assets having taken place, this
Court having considered the entire record in this bankruptcy case; the Court also finding that
PH Beauty Labs, Inc. ("PH") is a goed faith purchaser within the meaning of Section-363(m)
of the Bankruptcy Code; this Court finding that the Debtors have satisfied all of the
applicable requirements of Section 363 of the Bankruptcy Code; this Court finding that the
proposed sale and related relief is in the best interests of the Debtors, creditors and this
estate; this Court finding that good business reasons. exist to praceed with the proposed
sale; and this Court being fully advised in the premises;

NOW, THEREFORE, IT IS HEREBY ORDERED as follows:

A Subject to the terms and conditions of this Order, the Sale Motion and the
relief requested therein are granted;

B. The sale of the Debtors’ Freeman trade name, inventory and causes of
action, pursuant to the terms and conditions described in the Asset Purchase
Agreement between PH and the Debtors, attached hereto as Exhibit A (the
“Asset Purchase Agreement") for the purchase price ol free and
clear of any and all liens, claims and encumbrances of any kind or nature

. whatsoever is approved (“Sale”); :
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- C. ' Any and all valid liens, claims, and encumbrances against the Sale Assets
shall attach to the proceeds of the Sale, including the valid lien of LaSalle
Business Credit, Inc. (“LaSalle”), and the proceeds of the Sale shall be,
immediately upon closing, remitted to LaSalle pursuantto the Final Order (1)
authorizing Debtors as Debtors-in-possession to Incur Post-Petition Secured
Indebtedness, (2) Granting Security Interests and Superpriority Claims
pursuantto 11 U.S.C. Sections 363 and 364, (3) Granting Adequate Protection
and (4) Modifying Automatic Stay (“Final Order”);;

D. PH shall close the Sale by completing payment of the purchase price in
accordance with the terms and conditions of the Asset Purchase Agreement;

E. The Debtors are authorized to take any and all actions necessary to
consummate the closing of the Sale;

F. This Court hereby retains jurisdiction over any matters relating to or arising

from the Order, including, but not limited to, the implementation, interpretation
or enforcement of this Order;

G.  The Court finds that PH has provided sufficient evidence of their good faith
and, therefore, pursuant to Section 363(m) of the Bankruptcy Code, PH is a
purchaser in good faith, as that term is defined in Section 363(m) of the
Bankruptcy Code, and all protections and rights accorded by Section 363(m)
of the Bankruptcy Code are hereby granted to the purchasers;

H. The Debtors are hereby authorized and empowered to take such steps and
do such other things as may be necessary to implement and effectuate the
terms of this Order, including, but not limited to , consummating the terms of

the Asset Purchase Agreement and performmg all acts required thereunder
and, . /

#
¥

. ;.
I The Debtors shall be explicitly authorized and directed to distribute the Sale
proceeds to LaSalle.

DATE: ENTER:
BY THE COURT: ENTERED
SEP 1 6 2003
Bankruptcy Judge ld
) udge A. Benjamin Goldgar
DEBTOR’S COUNSEL | | ‘l’Jnlted States Bankruptcy Court
SCOTTR. CLAR, ESQ. '
Attorney NO. 06183741
Crane, Heyman, Simon; Welch & Clar
135 South LaSall€ Street
Chicago, lllinois 60603-4297
(312) 641-6777
NAWPDOC\Sally\FASMA\Ord-sell prop2.wpd
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" ASSET PURCHASE AG
Dated as of September 42, 2003

Among
PHBEAUTY LABS, LLC.

BUYER
and
. FASMA,LLC
SARAHMCKA&LS,.HYC‘ 5
SARAHMICHAELS.LLC |
sefER SR
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THIS ASSET PURCHASE AGREEMENT, dated as of September 003 is by and
a.mong PH BEAUTY LABS, LLC, a California limited liability company (“Buyer”), FASMA, 1LLC,a
Delaware limited lability company, SARAH MICHAELS, INC.,, 2 Delaware corperation and SARAH

MICHAELS, LLC, a Delaware limited liability company (the latter three entities collectively referred to
as “Seller” or “Debtor”). Capitalized terms used and not otherwise defined shall have the meanings
ascribed to such terms in Section 17 hereof.

WHEREAS, on May 1, 2003, the Debtor filed petitions under Chapter 11 of Title 11,
United States Code (the “Bankruptcy Code”) in the United States Bankruptcy Court for the Northern

District of Blinois (the “Bankruptcy Court”); and

WHEREAS, Seller has determined that it is in Seller’s best interests and Seller’s
bankruptcy estate’s best interests to sell to Buyer, and Buyer wishes to purchase from Seller pursuant to
Section 363 of the Bankruptcy Code and.subject to higher and better offers in accordance with a bidding
and auction process to be approved by the Bankruptcy Court, al) of the right, title and interest of Seller m
and to the Acquired Assets for such consideration as is herein set forth; and

WHEREAS, the assets and liabilities of the Business are subject to the supervision and
control of Seller subject and pursuant to the jurisdiction of the Bankruptcy Court:

& NOW, THEREFORE, in consideration of the mutual benefits to be derived from this
Egreement and the rcpresemauons warranties, covenants and agreements contained herein, Buyer, on the
ope hand, and Seller, on the other hand, hereby represent, warrant, covenant and agree as fo]]ows

Section 1. SALE AND PURCHASE.

- d) Salc and Purchase of ‘ic Asscts Su{:)cci to the terms and'conditions hereinafter set
form, on the Closmg Date, Seller wall selt, Eonvey, transfer, assign 2rd'deliver or cause to be soid,
conveyed, transferzed, assigned-and delivered to Buyer, and Buyer will purchase, acquire and take
assignment and delivery of the assets of Seller set forth on Séhedule A hereto and all of Seller’s right, title
and interest therein and thereto, free and clear of any and aI]‘Encumbrances of any kind except as
specifically set-forth herein: (all of the assetsto be soldjconvcyed transferred, assigned-and delivered to

_ Buycr hereunder are mcluded in the term “Acqmred Assets” as used hcrem) Acqmrcd Assets 9hould

&mﬁ@ﬁ@m

(b) Assignment and Assumption of Leases and Contracts. Subject to the terms and
conditions hereinafter set forth, on the Closing Date, Seller shall assume and assign to Buyer, and Buyer

shall take assignment of and. assume all of Seller’s right, title and interest in: gnd to-the contracts and
unexpired leases set forth.on Schedule B hereto (all of the right, title and: interest of Seller under such
contracts and unexpired-leases to be assagncd to-and assumed by Buyer hereupder are included i the term
“Acquired Assets” as used herein). Buyer may in its- sole discretion (i) modify Schedule B Schedule B at any time
prior to the conclusion of the-Sale Hearmg -and'{ii) exclude from thegiuic Batany t;me afterthe
con¢lusion of the Sale Hearing and prior to the €losing any mexpire&'tehséé or contracts previously
included in Schedule B. Buyer will not take assignment of nor assume in any way, any of the leases of
real and personal propcn'y of SeHer and thc contracts of Seller uness said leases and contracts are set
forth-on Schedule B hereto. For any contracts or leases assumed by Sefler and assigned to Buyer, Buyer
shal’also pay (or make provisions to pay) at Closing all Cure Amounts associated with such contracts and
leases in accordance with the provisions of Section 5(d) hereof, and shall assume all liabilities and

CH\626542.1
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obligations arising or accruing under such leases and contracts at any time on or after the Closing Date.
Buyer hereby reserves the right to'challenge in the Bankruptcy Court or any other court the amount of any
Cure Amount associated with any unexpired lease or contract of Seller,

(¢) Excluded Assets. Notwithstanding anything 1o the contrary in this Agreement, Buyer
shall not acquire any interest in any assets of Seller that do not constitute Acquired Assets, including but
not limited to the assets of Seller or Seller’s bankruptcy estates set forth on Schedule C hereto :
(collectively, the “Excluded Assets”).

(d) Assumption-of Liabilities. On the Closing Date, Buyer shall assume and agree to
pay, perform, fulfill and discharge only the following liabilities and obligations of Seller and only on the
terms and conditions set forth herein:

@) lisbilities and obligations under leases and contracts specifically assumed
by Buyer and only to the extent such liabilities and/or obligations arise and/or accrue
subsequent to, or otherwise relate to any time period after the Closing Date;

(i) -  if Buyer employs any of Seller’s employees after the Closing, to which
employment Seller expressly consents, all obligations to pay salary and other
compensation solely to the extent that the same accrues and becomes payable to such
employees after the Closing Date;

(iif)  Cure Amounts associated with each of the contracts and unexpired leases
which are.assumed by Seller and assigned to Buyer.

The amounts set forth in Section 1(d) above are collectively defined as the “Accepted
Liabilities.” Buyer hereby reserves.the right to challenge the amount of any Cure Amount in the
. Banknptcy. Court.or other- appropniate. £ourt proc dmg Seller pressly reserves, the right o seek to
rejet4m :M*act of. uh' 'Seljct y ¢ R SLthU]E Bor Buy:r ‘has
elécted to exclude said contract from Schedile B, 'Disclosu:c of a any obligations o7 Kability on any
schedule to this Agrcemcnt shall not create an' Accepted Lmb)l‘ty or other ]1ab1hty of Buyer
disclosed obligation has becn expressly assumed by Buyer g ds'an Acgented-Lis

) J

(e) Purchase Price and Payment. The purchas€ pfice -
benefit of Seller in accordance with the order of the Bankrup ourt on the Clesmg Datc for the
Acquired Assets being purchased hercunder shai} be §_4 - (the "Purchase Price™), and Buyer
shall remit at Closing directly to the Lender $ ‘as parml payment of the Indebiedness as
defined in and in sccordafice with and subject to'the provisions of the DIP Financing Order. Buyer has
deposited with Seller’s counsel the sum of SSMJlgPn the form of a-certified check or wire transfer of
nnmedmte]y avai]ablc federa)-funds to be held in escrow by: -Seller's counsel in accordance with the
provisions hereof (thc “Depqw") If (lj 8 “higher” or “bcttcf' oﬂ‘cr 10 purchasc the Acqmrcd Assetsora
substantial portion thergof is approvcd by the Bankruptcy Count\ der, and (i) |
2s of the Auction Time, this Agreemcnt is infull force and eﬁq _§~or has been termmatcd pursuant 10
Section 10 ( except to the extenit such: tcrzmmtmxyls based on any uncured brcachby Buyer of any
representations, Waranties or covenants: hczcxmdm@mzy other wrongfil conduet by Buyer), the Deposit
shall be promptly reﬁmdcd to Buycr foHowmg :such rlosmg—

(f) Purnchase Pnce Adjustment. At least three (3) days prior to the Closing Date,
Seller shall prepare and deliver to-Buyer a schedule prepared ingood faith based on the reasonable
estimates of Seller, which shall set forth in reasonsble detail a projection of the Inventory of Seller as of
the Closing Date (the “Inventory Estimate”), If the Inventory Estimate is less than the Inventory

2
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executed the day and year first above written.

CH\826542.1

IN WITNESS WHEREOCF, the patties hereto have caused this Agreement to be duly

FASMA, LLC /é%
. By: %

Name: o )

Title: AP Y for” e bbes

. m%/

Namc
Title: O,

. SARAH MICHAELS LiC -
e . N _ Zk"‘-l'"‘
By: . :

_ Name:
Title:

12
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08/27/2003 18:41 FAX 3123681988 BRUWNGLBBONSLANG uvz/uLL
JUN-27-2003  12:08 DANNEN, CRANE 312 6447114 P.@3/12

~

FASMA, LLC

Schedule B, Perzanal Property #21 .
Patents, Trademarks and Domain Names,

5212000 |
1 .
ARE YOU : USA 76183401 | 127182000
2| GLISTENING
' [AROMESENTIALS USA 74128592 179l | 1698262 | 6/30/1992
3 . )
AROMESENTIALS USA 75730650 | 611611999 [ 233616l 3/28/2000
4
AROMESENTIALS PERU 94988 11711/19%9 63892 1/29/2000
5 .
AWAY WE GLOW USA 76179400 | 127132000
6 _
7|BARE FOOT USA 74666263 | 427/1995 | 1583825 17271956
BARE FOOT & USA 75714286 | 5/24/1999 .
8|DESIGN - |- . ’
BEAUTIFULBATH |- USA - 74385411 5371993 1845309 7/15/19%4
e
BEAUTIFUL HAIR USa 75559906 | 92811998 | L 2419751 | 1/5/200)
_ |BOTANICALS : .
10 . v . I . )
- |BEAUTIFULBAR .| MEX 375387 5140999 613978 51471999
BOTANICALS . i
1 P
BUBELE YOUR - " USA 78071490 | 612872001
12|PLEASURE . . )
«" 13/BUTTER YOU UP USA 78071491 | 62B200]
14| DEEP DMPACT USA 76222424 | 3N272001
1s[DEEPESTDESIRE | USA 76178015 | 12112000
DEEPLY RELIBVED USA 76152252 [ 10723/2000
18 : . )
FOR HEAVEN'S SILK ) Usa 76223806 371372001
17
18[FREEMAN USA 73820027 | 2211989 | 1614357 972571990
19{FREEMAN ATRA AM7197/88 | 11n9/1998 |~ 189629 271971999
20[FREEMAN BAHA 22695 -5/16/2000 .

SCHEDULEB -NO. 21
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