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David S. Kupetz (CA Bar No. 125062)
Email: dkupetz@sulmeyerlaw.com

Mark S. Horoupian (CA Bar No. 175373)
Email: mhoroupian@sulmeyerlaw.com

SulmeyerKupetz
A Professional Corporation

333 South Hope Street, Thirty-Fifth Floor
L.os Angeles, California 90071-1406

| Telephone: 213.626.2311
| Facsimile: 213.629.4520

Bankruptcy Counsel for eStyle, Inc., Debtor
and Debtor in Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA, LOS ANGELES DIVISION

Inre CASE NO. 2:08-bk-13518-SB
ESTYLE, INC., a Delaware corporation Chapter 11

dba babystyle, Cadeau, and Cadeau

Designs,

DEBTOR’S EMERGENCY MOTION FOR
Debtor. ORDER ENFORCING AUTOMATIC
STAY AGAINST WACHOVIA BANK AND
WACHOVIA CAPITAL FINANCE
CORPORATION

DATE: March 21, 2008

TIME: 10:00 a.m.

PLACE: 255 East Temple Street
Los Angeles, CA 80012

eStyle, Inc. (the “Debtor”), debtor in possession, respectfully represents as

follows:

1. The Debtor commenced the above-captioned reorganization case by filing a
voluntary chapter 11 petition on March 19, 2008, at 8:48 a.m. See Exhibit 1 hereto.

2. The Debtor maintains bank accounts with Wachovia Bank and has a

prepetition secured line of credit facility with Wachovia Finance Corporation ("Wachovia
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Capital”). A list of the Debtor’s bank accounts with Wachovia Bank is included in Exhibit
2 hereto.

3. Following the commencement of the Debtor’'s bankruptcy case, the Debtor's
chief executive officer (Robert Kelleher) and other representatives of the Debtor met with
representatives of Wachovia Cépital and Wachovia Bank commencing at approximately
10:00 a.m. on March 19, 2008. During that meeting, the Debtor’s representatives
advised Wachovia Bank and Wachovia Capital of the commencement of the Debtor's
chapter 1'1 case.

4, Also in the morning of March 19, 2008, the Debtor advised Wachovia Bank
and Wachovia Capital in writing via email of the commencement of the Debtor's chapter
11 case and that (i) any outstanding prepetition checks were not be honored, (ii) while the
Debtor anticipated that the Court would authorize payment of certain prepetition
obligations, no such payments were to be made unless and until such authorization was
obtained, (iii) the Debtor was filing a motion asking that the Court authorize that the
prepetition bank accounts remain open and céntinue to be used by the Debtor, and (iv)

that the automatic stay of Bankruptcy Code section 362 was now in place. See the

| message transmitted by the Debtor to Wachovia Bank and Wachovia Capital attached

| hereto as Exhibit 3 and incorporated herein by this reference. A representative of

Wachovia Bank and Wachovia Capital replied to the email message. A true and correct
copy of this email reply is attached hereto as Exhibit 4 and is incorporated herein by this

reference.

5. Wachovia Capital is a secured creditor of the Debtor pursuant to a Loan

| and Security Agreement and various related agreements (collectively, the “L.oan

Documents”). The Loan Documents are attached collectively as Exhibit A (the table of
contents of the Loan Documents appears under the cover page of the Loan Documents)
to the supplemental declaration of Robert Kelleher filed in this case on March 20, 2008

(the "Supplemental Declaration").

| [DSK\GEN519034.1 3/20/2008 (5:32 PM)] 2
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8. On March 20, 2008, the Debtor discovered that after the commencement of
the Debtor’s chapter 11 case, Wachovia Bank fransferred $303,872 from the Debtor’s
concentration account (Account No. 2000035271954) (the "Conceniration Account”) to
Wachovia Capital and paid down (reduced) the Debtor's prepetition secured debt to
Wachovia Capital by the sum of $303.872. See report from Wachovia Bank attached
hereto as Exhibit 5 and incorporated herein by this reference.

7. The Debtor, Wachovia Bank and Wachovia Capital are parties to a Deposit
Account Control Agreement (the “Control Agreement”) that is part of the Loan Documents
and appears under tab 6 B in the Loan Documents which are attached to the
Supplemental Declaration. The Control Agreement sets forth that the property interest of

Wachovia Capital with respect to Concentration Account and any funds therein is that of

| @ secured creditor, stating:

The Company hereby [the Debtor] confirms to the

Bank [Wachovia Bank] that the Company has granted
to the Secured Party [Wachovia Capital] a security
interest in the following (coliectively, the “Account
Collateral”); (a) the Account(s), (b) the Lockbox(es)
and (c) the ltems Coliateral. The term “Items Collateral”
means, collectively, all checks, drafts, instrumenits, cash
and other items at any time received in any Lockbox

or for any deposit in any Account (subject to specific
Lockbox instructions in effect for processing items),
wire transfers of funds, automated clearing house
(*ACH"} entries, credits from merchant card
transactions and other electronic funds transfers

or other funds deposited in, credited, or held for
deposited in, or credited to, any Account.

The parties desire to enter into this Agreement

in order to set forth their relative rights and duties
with respect to the Account Collateral. ...

Control Agreement, p. 1
8. The Control Agreement further provides, in contemplation of a possible
bankruptcy case by and or against the Debtor, as follows:
If a bankruptcy or insolvency proceeding
were commenced by and or against the

Company, the Bank shall be entitled,
without any liability, to refuse to permit

[DSKVGENS19034.1 3/26/2008 (5:32 PM)) 3
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withdrawals or transfers from the Account(s}
until the Bank shall have received an
appropriate court order or other

assurances reasonably acceptable to

Bank in its sole discretion establishing

that (i) continued withdrawals or transfers
from the Account(s) or honoring or

following any instruction form either the
Company or the Secured Party are authorized
and shall not violate any law, regulation,

or any order any court and (ii) the Bank shall
have received adequate protection for its
right to set off against or charge the
Account(s) or otherwise be reimbursed

for ali Permitted Debits.

| Control Agreement p. 5, section 6(b).

9. As set forth in reports obtained from Wachovia Bank (see Exhibit 5 hereto)

| and Wachovia Capital (see Exhibits 6 and 7), following the commencement of the

Debtor's case, $303,872 was removed from the Debtor’'s bank account and the Debtor's
loan balance outstanding to Wachovia reported as of March 19, 2008, at 9:37 a.m., in the
sum of $2,373,033.43 was reduced (by the sum of $303,872) to the amount of
$2,069,160.74, as reported by Wachovia Capital as of March 20, 2008 at 10:10 a.m. See

reports issued by Wachovia Capital attached hereto as Exhibits 6 and 7, respectively,
and incorporated herein by this reference.

10.  The acts of Wachovia and/or Wachovia Bank resulfing in the postpetition
unauthorized paydown of Wachovia Capital's prepetition secured claim against the
Debtor by the sum of $303,872 constitutes a violation of the automatic stay under section
362 of the Bankruptcy Code. Specifically, subsections (a}{3) ("any act to obtain
possession of property of the estate or of property from the estate or to exercise control
over property of the estate”), (a)(4) ("any act to create, perfect, or enforce any lien
against property of the estate”), (a)}(b) (“any act to create, perfect, or enforce against
property of the debtor any lien to the extent that such lien secures a claim arose before

the commencement of the case under this title”), and (a){6)} (“any act to collect, assess or

[DSK\GEN\519034.1 3/20/2008 (5:32 PM)] 4
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recover a claim against the debtor that arose before the commencement of the case

under this title”) of section 362 have been violated.

11, Ninth Circuit law is clear that violations of the automatic stay are null and

vaoid acts.

12.  The funds in the Debtor's Concentration Account taken by Wachovia
Capital were property of the Debtor's estate pursuant to 11 U.S.C. § 541, subject to the
security interest of Wachovia perfected pursuant to the Control Agreement. The funds
($303,872) that were improperly removed from the Debtor’'s account and from the
bankruptcy estate by Wachovia Capital and/or Wachovia Bank and used to pay a portion
of Wachovia Capital's prepetition secured claim against the Debtor must be returned to
the estate.

WHEREFORE, the Debtor respectfully requests that the Court enter an
order determining that Wachovia Bank and/or Wachovia Capital have violated the
automatic stay, enforcing the automatic stay, and requiring that Wachovia Capital

replenish the bankruptcy estate in the amount of $303,872 (plus interest) for the

unauthorized postpetition removal of funds from the estate in violation of the automatic

stay.

DATED: March @ 2008 Respectfully submitted,

SulmeyerKupetz
A Professional Corporation

By: 2/%//%//%

David S. Kupetz
Attorneys for Bankruptcy C/unse for eStyle,
Inc., Debtor and Debtor in Possession
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DECLARATION OF ROBERT S. KELLEHER

I, Robert S. Kelleher, declare:

1. I have personal knowledge of the facts stated herein. | can testify
that said facts are true and correct.

2. I am the chief executive officer of eStyle, inc. (the "Debtor”).

3. The Debtor commenced the above-captioned reorganization case by
filing a voluntary chapter 11 petition on March 19, 2008, at 8:48 a.m. See Exhibit 1

hereto.

4. The Debtor maintains bank accounts with Wachovia Bank and has a

prepetition secured line of credit facility with Wachovia Finance Corporation (“Wachovia

'Capétai”). A list of the Debtor's bank accounts with Wachovia Bank is included in Exhibit

2 hereto.

5. Following the commencement of the Debtor’'s bankruptcy case,
along with other representatives of the Debtor, | met with representatives of Wachovia
Capital and Wachovia Bank commencing at approximately 10:00 a.m. on March 19,
2008. During that meeting, the Debtor's representatives advised Wachovia Bank and
Wachovia Capital of the commencement of the Debtor's chapter 11 case.

6. Wachovia Capital is a secured creditor of the Debtor pursuant to a
Loan and Security Agreement and various related agreements (collectively, the “Loan
Documents”). The Loan Documents are attached collectively as Exhibit A (the table of
contents of the L.oan Documents appears under the cover page of the Loan Documents)
to the supplemental declaration of Robert Kelleher filed in this case on March 20, 2008

(the "Supplemental Declaration").

[DSK\GENG18034.1 3/20/2008 (5:32 PM)] 6
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7. On March 20, 2008, the Debtor discovered that after the
commencement of the Debtor's chapter 11 case, Wachovia Bank transferred $303,872
from the Debtor's concentration account (Account No. 2000035271954) (the
"Concentration Account") to Wachovia Capital and paid down (reduced) the Debtor’s
prepetition secured debt to Wachovia Capital by the sum of $303,872. See report from
Wachovia Bank attached hereto as Exhibit 5 and incorporated herein by this reference.

8. As set forth in reports obtained from Wachovia Bank (see Exhibit 5)
hereto) and Wachovia Capital (see Exhibits 6 and 7), following the commencement of the
Debtor's case, $303,872 was removed from the Debtor's bank account and the Debtor's
loan balance outstanding to Wachovia reported as of March 18, 2008, at 9:37 a.m., in the
sum of $2.378,033.43 was reduced {by the sum of 5303 872) to the amount of
$2,089,180.74, as reported by Wachovia Capital as of March 20, 2008 at 10:10 aim. See

reports issued by Wachovia Capital attached hereto as Exhibits 6 and 7, respectively,

Hand incorporated herein by this reference.

Fdeclare under penalty of periury that foregoing is true and correct.

Executed this 20" day of March, 2008, at Los Angeles, California.

ROBERT S.KELLEHER
Chiet Fapeotioe G5 ce,.

{DSKGENS18034.1 3/20/2008 {555 PM)] 7
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DECLARATION OF JOEY GUEVARA

|, Joey Guevara, declare:

1. lam an employee of eStyle, Inc. (the “Debtor”). My position with the
Debtor is director of accounting and financial reporting.

2. Ihave personal knowledge of the facts set forth herein. i can testify that
said facts are true and correct.

3. On the morning of March 19, 2008, | prepared and sent an email
message to representatives of the Debtor's bank (Wachovia Bank) and the Debtor's
secured lender (Wachovia Capital Finance Corporation) advising them of the
commencement of the Debtor's chapter 11 case and certain refated matters. A true and
correct copy of this email message is atlached hereto as Exhi_bit 3 and is incorporated
here_Eh by this reference.

4, Inresponse to my email message referred to m 'paragraph 3 above, |
received an email meésage from'a representative of Wachovia Bank, Lauren Patterson of
Wachovia Treasury Securities. I'rep!ied by email to certain inquiries in her message. A
true and correct copy of the emaf! message | received from Lauren Patterson and my
email message in reply is attached hereto as Exhibit 4.

| declare under penalty of perjury that the foregoing is true and correct.

Executed this 20" day of March, 2008, at Los Angeles, California.

MSKGENS19034.1 3/20/2008 (5:55 PM)] 8
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CM/ECE - U.S. Bankruptey Court (v3.1 - LIVE) - NoticeOfFiling Page 1 of 2

United States Bankruptey Court
Central District Of California

Notice of Bankruptcy Case Filing

A bankruptcy case concermning the debtor(s) listed below was
filed under Chapter 11 of the United States Bankruptey Code,
entered on 03/19/2008 at 08:48 AM and filed on 03/19/2008.

eStyle, Inc.

865 South Figueroa Street
Suite 2700

Los Angeles, CA 90017
Tax id: 95-4712564

The case was filed by the debtor’s attormey:

David S Kupetz
Sulmeyer Kupetz

333 8 Hope 5t 35th FI
Los Angeles, CA 90071
213-626-2311

The case was assigned case number 2:08-bk~13518-SB to Judge Samuel L. Bufford.

In most instances, the filing of the bankruptcy case automatically stays cerfain collection and other
actions against the debtor and the debtor's property. Under certain circumstances, the stay may be
limited to 30 days or not exist at all, although the debtor can request the court to extend or impose a stay.
If you attempt to collect a debt or take other action in violation of the Bankruptcy Code, vou may be
penalized. Consult a lawyer to determine your rights in this case.

If you would like to view the bankruptcy petition and other documents filed by the debtor, they are
available at our Muternes home page www.cach.uscourts.gov or at the Clerk’s Office, 255 East Temple
Street,, Los Angeles, CA 90012,

You may be a creditor of the debtor. If so, you will receive an additional notice from the court setting
forth important deadlines.

Jon D. Ceretto
Clerk, U.S. Bankruptcy
Court

f _ PACER Service Center
{ Transaction Reeeipt

_ 03/19/2008 10:03:13
I i i |

https://ecf.cach.uscourts, gov/egi-bin/NoticeOfFiling.pi?997397 N 9’;’92008



EXHIBIT 2



Wachovia Bank/Wachovia Capital Finance

Bank Name Address Account Nos.
Wachovia Bank, 401 Wachovia Bank, National Association 2000035271954
National Association South Tryon Street, 10" Floor 2000035271967
Charlotte, North Carolina 28288 2000035271970
2079900560608
2000036887897
Wachovia Capital Finance/Lender Payment Account
Bank Name Address Account No.
Wachovia Bank, Wachovia Capital Finance 5000000030321
National Association 251 South Lake Avenue
Suite 900

[DSK\CHT\S18908.1 3/20/2008 (4:46 PM)]

Debtor’s Bank Accounts with Wachovia Bank

Pasadena, CA 91101

Account Type/Name

Coneentration
Disbursement
Payroll

Accounts Payable
Cadeau Wholesale

Account Type/Name

Lender Payment Account
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Kupetz, David S.

From: Yvonne Besvold [YBesvold@babystyle.com]

Sent: Wednesday, March 19, 2008 3:38 PM

To: Kupetz, David S.

Ce: Horoupian, Mark S.

Subject: FW: eStyle - Notice of Chapter 11 filing
Attachments: Scan001.PDF; Wachovia Outstanding Chx 3.19.08 xls

Scan001.PDF (48 Wachovia
KB) itstanding Chix 3.15.

~~~~~ Original Mesgage-----

From: Joey Guevara

Sent: Wednesday, March 19, 2008 11:25 AM

To: *Van Meter, Robin'; 'sandra.berrylewachovia.com'; 'judy.bastiangwachovia.com’;
'lauren.patterson@wachovia.com!

Ce: Debbie Giust; Yvonne Besvold

Subject: eStyle - Notice of Chapter 11 filing

To Whom It May Concern:

Please be advised that estyle (DBA babystyle, Cadeau Designs, Cadeau) has filed for
protection under Chapter 11. Attached is the official notice of eStyle's chapter 11
filing. The filing took place at 8:48 a.m today 3-19-08.

The case number is 2:08-bk-13518-8B. The Judge is Samuel Bufford.

We have a bank account with you: account #:

2000035271954
2000035271967
2000035271970
2079500560608
2000036887897

Please note that we will advise that outstanding prepetition checks that have not already
cleared the bank are not to be honored {stop payment on all outstanding prepetition checks
that have not already cleared). We have attached a list of outstanding checks.

We anticipate the Court will authorize payment of certain prepetition obligations, but no
payments are to be made until such authorization is obtained (motions are being filed with
the Court todayj} .

The company is filing a motion today asking that the Court authorize that the prepetition
bank accounts remain open and continue to be used by the company.

The automatic stay under the Bankruptcy Codes (section 362) prohibits the bhank from
asserting control cver the accounts or over any funds in the accounts.

Please contact anyone of us dirvectly with any igsues or guestions

Joey Guevara

Director, Accounting & Financial Reporting, babystyle
213-228-8838

jouvevara@babystyvle. com

Debbie Giust
Controller, babystyle
213-228-68B66



dgiust@babystyle.com

Yvonne Besvold

CFO, babystyle
213-228-8837
yvbesvolde@babystyle. com

12
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Page 1 of 3

Kupetz, David S.

From: Yvonne Besvold [YBesvold@babystyle.com]
Sent:  Wednesday, March 19, 2008 3:37 FM

To: Kupetz, David S.

Subject: FW: eStyle - Notice of Chapter 11 filing

From: Joey Guevara

Sent: Wednesday, March 19, 2008 12:51 PM

To: 'fauren,patterscn@wachovia.com’

Cc: Debbie Giust; judy.bastian@wachovia.com; Van Meter, Robin; sandra.berryl @wachovia.com; Yvonne Besvold;
mark.purfell@wachovia.com; rob.kendrick@wachovia.com

Subject: RE: eStyle - Notice of Chapter 11 filing

Hi Lauren,

To answer your first question, (1.) | believe we filed in the central district of California. That is what is listed on the Notice of
Bankruptey Case Filing we attached on the initial e-mail. (2.} ADP has already funded for this weeks payroll.

Asg for the stop payments, the task has already been completed by me through Wachovia Connection.

Thanks for the "heads up" on the debit restraints. We'll keep in contact with your company as items unfold. Thanks!

Joey Guevarg

Director, Accouniing & financial Reporting
babystyle

P 213/ 228-8838

f 213/ 228-4689%

----Original Message---—

From: lauren.patterson@wachovia.com [mailto:lauren.patterson@wachovia.com]

Sent: Wednesday, March 19, 2008 12:42 PM

To: Joey Guevara

Ce; Debbie Giust; judy.bastian@wachovia.com; Van Meter, Robin; sandra.berryi@wachovia.com; Yvonne
Besvold; mark.purtell@wachovia.com; rob.kendrick@wachovia.com

Subject: Re: eStyle - Notice of Chapter 11 filing

Importance: High

Hi Joey-
Thank you for passing along this information. | have a couple jtems for you outiined balow._

Can you please confirm the following information for us:

1. Which district did you fite bankruptcy in? (needed so our legal group can puil the dockets)
2. Has ADP already funded for this weeks payroll?

Placing the Stop Payments:

The cheapest way for you to go about this, in such a bulk, is to use Wachovia Connection. You can enter in
ranges of checks to place a stop an. The advantage lo this is, you get charged PER RANGE, not per check. |
have the instructions attached below. If this isn't the route you would like to go, then please notify Sandra in

Customer Service.
Stop Payments & Bulk Stop Payments starts on Pg #7. Further out it shows you reports you can pull efc.
13
3/19/2008



Page 2 of 3

Dehit Restraints:
Sandra is currently placing these debit blocks on your accounts. We will keep the debit restraints in place until the
hearing has taken place and there is an entered First Day Cash Management Order authorizing the continued use

of the accounts, and all pre-petition ems written on these accounts have been stopped.

Lauren Patterson

Sales Associate

Wachovia Treasury Services

301 South Tryon Street, MG
Charictte, NC 28288-5710

(P} 704-383-9425

(F): 704-383-1549
lauren.patterson@wachovia.com

“Joey Guevara” <JGuevara@babystyle.com> To "Van Meter, Rebin” <robin.vanmeter@wachovia.com>, <sandra.berryl@wachovia.

<judy.bastian@wachovia.com>, <lauren.patterson@wachovia.com>

03/18/2008 02:24 PM ¢ “Debbie Giust” <DGiust@babystyle.com>, "Yvonne Besveid” <YBesvold@babystyle
Subject eStyle - Notice of Chapter 11 filing

To Whom IC May Concern:

Please be advised that estyle (DBA habystyle, Cadeau Desligns, Cadeau) has
filed for protection under Chapter 11. Attached is the official notice of
eStyle's chapter 11 filing. The filing tock place at 8:48 a.m today 3-1%-08.
The case number is 2:08-bk-13518-8B. The Judge is Samuel Bufford.

We have a bank account with you: account #:

2000035271954
2000038271967
2000035271970
2078500560608
2000036887837

Please note that we will advise that ocutstanding prepetition checks that have
not already cleared the bank are not to be honored (stop payment on all
outstanding prepstition checks that have not already cleared). We have
attached a list of outstanding checks.

We anticipate the Court will authorize payment of certaln prepetition
obligations, but nc payments are to be made until such authorization ise
obtained (metions are being filed with the Court today}.

The company is £iling a motion today asking that the Court authorize that the
prepetition bank accounts remain open and continue to be used by the company.

The automatic stay under the Bankruptcy Codes (section 362} prohibits the
bank from asserting control over the accounts or over any funds in the
accounts.

Flease contact anyone of us directly with any issues or questions

Joey Guevara

Director, Acgounting & Financial Reporting, babystyle
213-228-8838

jguevaragbabystyle.com

14
3/19/2008



Page 3 of 3

Debbie Giust
Controller, babystvle
213-228-56866
dgiust@babystyle.com

Yvonne Besveld

C¥G, babystyle
213-228-8837
vbhesvolda@babystyle.com

15
3/19/2008



EXHIBIT 5



Wachovia Connection Information Reporting

Mar 20, 2008 17:03 ET
Mar 20, 2008 21:03 UK

All dates are presented in the following format (MM/DD/YYYY)

Page 1 of |

ACCOUNT NUMBER: WBNC 2600035271954 ACCOUNT NAME: CONCENTRATION
IBAN: CURRENCY: {USD} UNITED STATES DOLLARS
1 Day Float
Trans Desc Credit Amt | Debit Amt 2 Day Float
Sel lvalue Date |Trans Date |Customer Ref CK/Dep Num (+) {-) 3+ Day Float
50 0371972008 ZBA DEBIT 00000000000 303,872.69 0.06
0.00
0.00
ZBA TRANSEER DEBIT
I'TRANSFER TO 5000000030321 CONGRESS FINANC
© Wachovia Corporation, 2004
https://we.wachovia.conv/infoReporting/asp/RetrieveReport.asp?noCache=3%2F20%2F20...  3/20/2008
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EXHIBIT 7
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