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IN THE UNITED STATES BANKRUPTGY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

Inre: ) Chapter 11
Sarah Michaels, Inc., a Delaware Corporation, ) Case Nos. 03 B 19465
SarahMichael’s, LLC, a Delaware Limited ) - 03B 19468
Liability Corporation, FASMA LLG, ) 03B 24425
a Delaware Limited Liability Corporation, ) Jointly Administered .
o ) , o
debtors/debtors_-in:possession. ) Judge Jack B. Schmetterer

ORDER APPROVING SALE OF PROPERTY OF THE ESTATE

AT CHICAGOV, ILLINOIS, in said District and Di\}ision, before the Honorable A.
BENJAMIN GOLDGAR, Bankruptcy Judge, t ,dayof ., 2003:

his

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;

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 of NN rec 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 pursuant to 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.8.C. Sections 363 and 364, (3) Granting Adequate Protection
and (4) Modifying Automatic Stay (“Final Order”);; : - .

D. PH shall closé the Sale by completing payment of the purchase prii:-e in
accordance with the terms and conditions of the Asset Purchase Agreement;

E. The Debtors are authorized to take any and all actiéns neéeésary' 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-performing all acts required thereunder:
and, B '

‘ 3 4 '

L. 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 iamin Goldaar
, udge A. Benjamin Golag
DEBTOR’S COUNSEL ' | ilnltgd States Bankruptcy Court
SCOTT R. CLAR, ESQ. '
Attorney NO. 06183741 ,
Crane, Heyman, Simon; Welch & Clar
135 South LaSalle Street
Chicago, lllinois 60603-4297
(312) 641-6777
N:WPDOC\Sally\FASMA\Ord-sell prop2.wpd
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" ASSET PURCHASE AG
Dated as of September 1%, 2003

Among
PHBEAUTY LABS, LLC.

'BUYER

and

P

SARAHMICHAELS, LLC

SELfER -

. an

LY

CHV26542.1

REEL: 003223 FRAME: 0289



Section l
(@
®
(©
@
(e)
®

Section 2.

Section 3.
(a)
®

4 (c)

@

‘Zi%cction 4.

A b))

(c)
(@
(e)
®
(8

Section 5.

(a)
(b)
()
(d)

Section 6.

(a)
(b)
(©)
@

Secton 7.

CH\626542.1

TABLE OF CONTENTS

Pége
SALE AND PURCHASE........cccovvmmmmmmserersssnsesmssesssmesesssssnsnns SRR S|
Sale and Purchase of the ASSEtS vovvvvvveunnnooreoseoo ‘ 1
Assignment and Assumption of Leases and Contracts S, S—
EXCIUAEA ASSELS «.ucuuesrrcrsrserensenenestesnsnseanmemessissonsssmmsnsssensesssseesssssens teesnsannerionned -
Assumption Of LIabilIEs ..vuswresrucrssemerssrersarsarmsseasmossssncssssessssssssssssrstrensanescassensnsnmnod 2
Purchase Price and PAYMeNt....cccuereomereeeriornrecereeneessesssessessssssssessssssnens 2
Purchase Price AGJUSHNENL...c.cvueuuemerreressererenecosiseceneessessesmesmssssossssensssesesenennes .2 -
THE CLOSING ..o ttrtsniunresssmsssssssssessesestsmsssssmsssssssssssssesesessessessssessasssssssssessmsesumm 3
REPRESENTATIONS AND WARRANTIES OF SELLER..... 3
EXecution and DEHVEIY...vuuuuuuiurcesrieresrsesiasises s cesssesesesssesesssssssssnssssemn oo s 3
No Other Agreements to Sell the ACQUITEd ASSELS .....ouevereeeereerreeeesos oo, 334
THIE 10 ASSELS 1ueurerecresiesesiecesetensttnt it ee s e s smsensesss e ee s e e s 334
Limitation on Seller’s Representations and Warranties.........ovueervonoooooooooosos 334
REPRESENTATIONS AND WARRANTIES OF BUYER....uereererririveeenenineesssresessse 4
Buyer's Organization and Good Standing.............. et sraras - ;;..._...45
Authority; Execunon and Delivery _ SA—
NO BIOKETS.eureesetnesctti st ssee st ssssssse oo ansssss s treneiessaesnearassesssensesasree
Congsents, No Conflicts, Etc. .eunienn . :
Availability of Funds .......cccoevveces e, 44
Adequate Assurance of Future Perfonnzg)ca)j ............................................................. .-
“AS 18™ Purchase e enentaatsr e aesrta b b beere et ars senensresnsrnnn s eerersssresersssneniansasannn 5
CERTAIN COVENANTS AND AGREEMENTS. ....ooooooooooooooeoeoeooooeooeoeoeoeoeoeoeoeoooeoeo 5
Certain Fees and EXDENSES covuuumumrerrveeeerereeeosssesees oo oo eoeeee oo 5
MUa] COOPETRHOM ¢ovvvvsestiieeearteetetenee e et sem e s s se e s st es s et eeseee e s 556
Accepted LiabilitieS coouvueerireeneeereeeeeeenenen., Ceeresrereesnrassarssnansas rereeeseesenssennreranerns 556
CUTE O DETAUIS c.eecevestesceere st e ee s seea s s eee e e s s s 556
CONDITIONS TO EACH PARTY’S OBLIGATIONS ..o oo 556
SBIE OTGT.cvneveereriitreiusisiasssesesmssnsassnsstestesseeeeeessses s seessoss e e s s oo cess 556
IDJUBCHODS 1evoveresrerrssssececesacenssensasssssssassassseessseresssessesesssesmssmesesssss e emes s s e sens 6
NO ChANGE I LaW..uu.ievecireecnmeneunmmsesnessesee e ees st oo eeeeeees oo een. 6
Governinental Approvals and CONSENLS. ... ruuureumeereenieeeeeneeemsssossseosseensesssees oo 667
CONDITIONS TO OBLIGATIONS OF BUYER ...ooeoeoeeeeeeeeee oo 667
hi
TRADEMARK

REEL: 003223 FRAME: 0290



(@)  Representations and Warranties True at the Closing Date 667
(B)  Seller’S PETOTmANCE ussriesssseressseensssssansss et s s 667
' Section8.  CONDITIONS TO OBLIGATIONS OF SELLER st 667
(a) - chresenta_ﬁbns and Warranties True at the Closing Date............ virereseeteresessasrusssaesasnan 7
R T s 778
(©) L1censeAgreement ..... 738
Section9,  NATURE AND SURVIVAL OF REPRESENTATIONS AND WARRANTIES,
(@)  Survivel of Representations, Warranties, EiC. weeurureensases -~ reseersissnsnsresrenssnasaenes 738
~(b)  No-Other Representatlons .............................. 778
Seotion 10, TERMINATION. s s 798
T L L B 779 -
- ®) Effect of Termination..uessesessiveses eeeseveeseieareasastssnsteRssRe SRS ROt RS b TS RV s s 889
- (¢)  Payment of Damages upon BEEACKL oooooooooevesssssesesesesesasserssssbesese iR RS 889
Seffion 11, PAYMENT OF CERTAIN EXPENSES covoerrreren e e 889
Se_%:tion 12. WAIVER; CERTAIN CONSENTS ...ovrnmmenemesarsmssnsmasanscascncasasaes rereressseressstsanennnen 889
SELtion 13, NOTICES cvsessssssesmsoesssssssssoseseseses s 55 8810
‘% )
Sedifg14.  ENTIRE AGREEMENT; AMENDMENT ot 9540
Section 15. GENERAL ...corecevirenrsmsesssssie it sssgeassssens iareresesssensesesnensessssstarsnsstassentsrssanasnes 9911
Section 16. SEVERABILITY ovvveesensessinsressasssssmmsssesssusnifassessasssissssionionansosissansansssiasasssesss 10163+
S 3 4
Section 17. © DEFINTTIONS /ououunicurimrmimisssssssssesmnissssssmassssasassep s s reeeranaas 104041
CHW26542.]
TRADEMARK

REEL: 003223 FRAME: 0291



o)

, THIS ASSET PURCHASE AGREEMENT, dated as of September 2, 2003 is by and
among PH BEAUTY LABS, LLC, a California limited liability company (“Buyer”), FASMA,LLC, 2
Delaware limited liability company, SARAH MICHAELS, INC,, & Delaware corporation and SARAH
MICHAELS, LLC, 2 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 Méy 1, 2003, the Debtor filed petitions under Chapter 11 of Title 11, »
United States Code(the “Bankruptey Code”) in the United States Bankruptcy Court for the Northern
District of Tllinois (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 Bankrupicy Code and subject to higher and better offers in accordance with a bidding
and auction process to be approved by the Bankruptcy Court, all of the right, title and interest of Seller in

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: o

E NOW, THEREFORE, in consideration of the mutual benefits to be derived from this
Agreement and the representations, warranties, covenants and agreements contained herein, Buyer, on the
éfm hand, and Seller, on the other hand, hereby represent, warrant, covenant and agree as follows:

S

Section 1. SALE AND PURCHASE.

g (@), Sale and:Purchase of the Assets. Subject io the terms and:conditions hereinafter set
forth, on the Closing Date, Selfer wiil "sell-Convey, tranisfer, assign anid-deliver or cause to be sotd;
conveyed, transferted, assigned-and delivered to Buyer, and Buyer will purchase, acquire and take
assignment and delivery of the assets of Selier set forth on Sehiedule A hereto and all of Seller’s right, title
and interest therein and thereto, free and clear of any and_QH"Eﬁtﬁmﬁranges of any kind except as
specifically set-forth herein:(all of the assets to be soldjconveyed, transferred, assigned-and delivered to

~ Buyer hereunder are included in the term “Acquired Assets” as used herein)._ Acquired Assets should
include any pending litieation against PH Beauty Labs, LLC, Larry J. Freeman, Mark S. Freeman and Jill
Freeman Bucksbaum. ’ .

(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‘and to-the contracts and
unexpired leases set forth.on Schedule B hereto (all of the right, title and-iﬁfce_r—es; of Seller under such
contracts and unexpiredJeases to be assigned to-and assumed by Buyer hereunder are included in the term
“Acquired Assets” as used herein). Buyer may in its sole discretion (i) modify Schedule B at any time
prior to the conclusion of the Sale Hearing-zand {ij) exclude from Schedule B at any time afterthe
corictusion of the Sale Hearing and:prior to thieClosing any nexpired teades 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 propeny of SeBer and the contracts of Seller unjess said leases and contracts are set
foithon Schedule B hereto. For any contracts or leases assumed by Seller and assigned to Buyer, Buyer
shalf*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 a1l liabilities and

1
CH\626542.1
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obligations arising or accruing under such leases and contracts at any time on or afier 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.

(c) Excluded Assets. Notwithstanding anything to 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 bereto :
(collectively, the “Excluded Assets™), : :

(@) 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 6n the

- terms and conditions set forth herein:

@ lizbilities 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;

G if B_uycr 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;

(i)  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
v Bankrupiey. Court.or other-appropriate. pourt proceedin

reserves the right fo seek to

trac 1 hedule B .'gf,B'i:-_'\',‘grfhés

g. Seller expressly.

- rejectanycontact of which:Sellertis:a party | A Schedule B or Buy
elécted fo exclude said contract from Schedilé B, " Disclosir of any obligations or 1iability on any

schedule to this Agr'eemgnt_ shall not create an' Accepted Li'abjlﬁy or other liability of Buyer,

disclosed obligation has been expressly assumed by Buyer gs an Acge i

* ' . } v 708 T

(¢) Purchase Price and Payment. The purchps€ pfice to be paid-by Buyerto or

benefit of Seller in accordance with the order of the Bankyx ptcyCourt on the €losing Date for
Acquired Assets being purchased herelnder shallbe § 4~ .~

mder sh __- (the “Purchiase Prige™), and Buyer
shall remit at Closing directly to the Lender § #” as partial payment of the Indebtedness as
defined in and in accordafice with and-subject to the provisions of the DIP Financing Order. Buyer has
deposited with Seller’s counsel the sum of (iSE® in the form of a-certified ‘check or wire transfer of
immediately available federal.funds to be held in escrow by:Seller’s counsel in accordance with the
provisions hereof (the “Diposit!). If (i) 2 ‘higher” or “better” offer to purchase-the Acquired Assets or 2
substantial portion thergof is approved by the Bankruptcy Gourt and-s-losingoeeurs-thereunder, and (if) |
as of the Auction Time, this Agreement is in-full force and €ffegtor has been tefminatéd pursuantto
Section 10 ( except to the exterit such terminationis based on any uncured breagh by Buyer of any
representations, warranties or covenants herevnder.ér gy other wrongful condugt by Buyer), the Deposit
shall be promptly refunded to Buyer followifig:such closing:

(f) Purchase Price Adjustment. At least three (3) days prior to the Closing Date,
Seller shall prepare and'deliver to-Buyer a schedule preparéd in‘good faith based en 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 “Toventory Estimate”). If the Inventory Estimate is less than the Inveritory .

2
CH\626542.1
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IN WITNESS WHEREQF, the pa%ties hereto have caused this Agreement to be duly
executed the day and year first above written. ,

R | ~ PHB ~ |
N e rmeren
. » ‘ Name: __ [ ( /L&, Q) T
7‘ : . - Title: J
- FASMA, LLC /L%
. By:i____ % 2
Name:

Title: A7) Lo Qéli/s »

e

Name

Title: ,ﬂ?fw}’ B ///Zfzs

SARAH MICHA.ELS LIC -
By: i

. -~ Name; -~...\ . o
" Title: W AZPANLY P L LS
: ,
|
12
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' Co IUN-Z7-2683 12:98 DANNEN» CRANE
FASMA, LLC
Scheduiw B, Personal Property :KQ‘! .
X i a8, A L
e..7M 7?32&1% Tradmarhs#d DO;S ] :m : b »qfé'

A WASH COME TRUE|  USA 7&259401 )
. .
ARE YOU : USA 7618340] 1241822000
2|GLISTENING .
" [ARCMESENTIALS USA 128592 17A991 | 1658262 | &/30M1992
. . !
AROMESENTIALS USA 5730650 | 6161999 | 2336161 372373000
4
AROMESENTIALS PERU 94588 1171171959 | 63852 3/29/2000
5 ) i
[AWAY WE GLOW USA 75175400 | 1271372000
8
7/BARE FOOT USA 7a6e6063 | #/Z7/1995 | 19R382S TIZAG56
BARE FOOT & TsA 75714286 | SRANS99 .
s{DESIGN e . )
BEAUIIFUL BATH | USsA 74385411 3R593 1845309 7FHSN534
N 4 .
BEAUTIFUL HAIR Usa, 75559906 9/23!1998' . 2419751 1/5/z001
~ [BOTANICALS .
10 . : . . )
- |BEAUIFULHAIR .| MEXI 375387 S48 | 613978 S/1471599
BOTANICALS ‘
11
Fauam.z Your - |  USA 72071490 | &/28/2001
12|PLEASURE ; . :
' 1g{BUTTER YOU UP TEA TE071401 | 6/28/2001
14|{DEEP DAPALT TGA 76225424 | 3N2/2001
15| DEEPEST DESIRE USA 76118015 | 1271172000

[DEEPLY RELIEVED USA 76152252 | 10/23/2000
18 . : .
F-*“oa HEAVENS SILK | USA 76333606 | SAaz601 | | -

17
tanEBMAN USA 73520227 | sR19e9 | 1614557 8/25/1390
1 ATRA AMTIOTRS | 111571098 | 180829 271971995
2p{FREEMAN BAHA 22693 -5/16/2000 ’

SCHEDULE B - NO. 21

£g  Hbvd SEYIALNYIERd 19988bbale G781 7BBZ/2B/81

TRADEMARK
RECORDED: 01/09/2006 REEL: 003223 FRAME: 0295



