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MAYER BROWN LLP

WILLIAM H. KIEKHOFER, IIT (Bar No. 94022)
wkiekhofer@ mayerbrown.com

ANTHONY J. NAPOLITANO (Bar No. 227691)
anapolitano @ mayerbrown.com

350 South Grand Avenue, 25th Floor

Los Angeles, California 90071-1503

Telephone: (213) 229-9500

Facsimile: (213) 625-0248

Attorneys for Creditor

WACHOVIA CAPITAL FINANCE CORPORATION (WESTERN)

UNITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

LOS ANGELES DIVISION

Inre:

ESTYLE, INC., a Delaware corporation, dba
babystyle, Cadeau, and Cadeau Designs,

Debtor.

28777403.2 06131326

Case No. 2:08-bk-13518-SB
Chapter 11

DECLARATION OF ROBIN VAN METER
IN SUPPORT OF WACHOVIA CAPITAL
FINANCE CORPORATION’S
OBJECTIONS TO DEBTOR’S
EMERGENCY MOTION PURSUANT TO
SECTION 363(C) OF THE BANKRUPTCY
CODE AND RULE 4001(B) OF THE
FEDERAL RULES OF BANKRUPTCY
PROCEDURE FOR INTERIM AND FINAL
ORDERS AUTHORIZING USE OF CASH
COLLATERAL

[Wachovia Capital Finance Corporation’s
Objections to Debtor’s Cash Collateral Motion
filed concurrently herewith]

Date: April 17, 2008
Time: 2:00 p.m.
Place: Courtroom 1575

255 E. Temple Street
Los Angeles, CA 90012
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DECLARATION OF ROBIN VAN METER

I, Robin Van Meter, declare as follows:

1 I am a Vice President of Wachovia Capital Finance Corporation (Western)
(“Wachovia”). I am the senior account executive representing Wachovia in connection with its
line of credit to debtor eStyle, Inc.d/b/a babystyle, Cadeau, and Cadeau Designs (“Debtor”)
during the period of December, 2006 through present. I have personal knowledge of the matters
stated herein and could and would competently testify thereto if called as a witness.

2. ‘On Friday, April 11, 2008, Wachovia received in the ordinary course of business
Debtor’s Cash Collateral Model (FORECAST), a true and cortect copy of which is attached
hereto as Exhibit “1”

3 A copy of Debtor’s Origiral Cash Collateral Model, which was initially attached
to Debtor’s Emergency Motion Pursuant To Section 363(c) Of The Bankruptcy Code And Rule
4001(b) Of The Federal Rules Of Bankruptcy Procedure For Interim And Final Orders
Authorizing Use Of Cash Collateral filed on March 19, 2008 (Docket No 13), is attached hereto
as Exhibit “2” for the Court’s convenience

4. Wachovia received in the ordinary course of business the following documents
from Debtor:

a. Debtor’s Flash Inventory repoit for the week ending March 8, 2008, a true and
correct copy of which is attached hereto as Exhibit “3”.

b. Debtor’s Flash Inventory report for the week ending March 22, 2008, a true and
correct copy of which is attached hereto as Exhibit “4”

I declare under penalty of perjury under the laws of the State of Califoinia that the

foregoing is true and correct. Executed this 14 @y@fﬁril, 2008, in Pagadena, California.
Gl L

/ ROBIN VAN METER

2-

DECLARATION OF ROBIN VAN METER IN SUPPORT OF
WACHOVIA’S OBJECTIONS TO DEBTCOR’S CASH COLLATERAL MOTION

28777403 2 06131326
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eStyle, Inc.
Cash Collateral Model

Exhibit 2 — page 7

April
Veek 1 Week 2 Week 3 Week 4 Week §
3i23.3129 3304058 4/06-4/12 4134118 4/20-4126 MTD
Net Cash Receipts from DTC Sales $336,348 $326,790 $372,140 $410,272 $361,384 © $1.838,9385
Liguidation receipts from warehouse/fjobber $0 $0 $0 $41.500 $41,500 $83,000
Net Cash Receipts from Retail Sales $388,505 $438,479 $453,883 $428,405 $453.887 $2,161.140
Liquid: raceipts from B stores*™** $110,848 $175,111 $171.510 $153,922 $184,448 $765,636
Net Cash Receipts Total DTC & Stores $835,501 $941,380 $987 513 $1,031,100 $1,041,217 - $4.848,710
Other Cash Receipts
List Rental & Misc Receipts, chase reserve* {200,000} {38,000) . - - (239,000)
Cash Payments:
Inventory - 288,431 323,528 180,430 178,903 878,202
UPS Freight Services (imports) 134,000 40,666 67,780 47,780 46,150 338,386
Packing/Gift Supplies & Domestic Freight In 9,805 11.554 12,099 11,778 12,080 57,015
DTC Shipping (UPS & USPS) 71.866 29017 33,044 40,115 38.438 212,480
New Breed/Bergen (Distribution center} 82,609 42,869 45905 48,246 49,105 269,534
Freight to Stores 5,522 8,788 6,918 6,409 8,730 32,379
Salaries, Wages, Benefils 39,333 400,000 43.000 400,000 27,333 : 909,667
Credit Card Processing™* 18,719 22,011 23428 24,482 24,6249 114,287
Rent 453,443 - 52,000 - - 505,443
Direct Mait - - 51,000 28,800 26,800 . 104,600
Marketing - - 10,000 30,385 30,385 70,769
Technology & CAPEX & CAP Leases 5,644 8,166 20,657 25,005 23,981 86,452
CorporatefHomehase™ 45,235 34,013 117,558 127,735 65,321 388,862
Retait Store Expenses** 33,853 37,565 28,289 49,908 166,945 318,550
Sales & Use Tax 7.000 27,000 - - 100,000 134,000
Administrative fees {see memo¥ 8 below) -
Total Cash Payments §910,729 $945,921 $835,205 $1,030,080 $798,799 $4,518,734
Net Cash Flow (§275,238) (343,541 T §i62,308 $1,020 $24d418 $58.977
Rolt forward BfS cash (beg of wk) 794,520 519,282 475,752 638,050 638,079
Credit line change - - - - -
+- Cash flow {275,228} {43,541) 162,308 1,020 244418
End of wik B/S cash fost 548,292 475,752 §38,059 838,078 883,497
Memo:
1. Ending inventory (net of reserves) 8,971,651 6,762,361 6,578,610 8,308,630 6,042,688
2. wentory @ refail (59.6% mark-up} 17,258,380 18,814,546 18,285,404 16,618,542 14,958,724
3. Orderly liquidation @35% of retail 6,821,108 5,866,260 5,681,653 5,449,347 5,218,801
4. Wachovia colfateral inventory equity 3,591,459 3,436,674 3,252,007 3,019,701 2,789,155
5. A/R Equity value 381,960 440,894 805,630 504,430 665,867
6. Qthrer astimated coltateral (F&E, equip, elc.) 300,060 360,000 300,000 360,000 300,000
7. Wachovia total collateral equity (4+5+6) 4,273,419 4,177,608 4,057,637 3,824,130 3,755,122
8. Payment from prior retainer {not in modefl) 50,000 50,000 50,000 50,000 80,000
£ iations;
DTC is short for Direct to consumer, CAPEX is short for capital expendifures; CAP leasas is shost for Capital laases Note: There was uncertainity as to whether Some cheoks
*Placeholder reseive estimated incase processor withhiolkds additionat funds {not anticipated as necessary) had cleared at the thme of preparing this cash collateral modet,
** Corporate/homebase includes non-payroll overhead expenses such as insurance, employee expanse reports. temp help, This is therefore an estimate of cash

professional fees, samples, office supplies

~*Credit card processing fees are deducted from cash payments received

*** Liquidation sales for Cadeau (Los Angeles) my happen in efther the warehouse or in Cadeau (New York)
*re Retail storg expenses include $25k/store for 8 closing stores spread week 3 thru week 5



eStyle, inc.

Cash Collateral Modsl

May
Week 1 Week 2 Wseek 3 Week 4
4/27-S103 5/04-5110 5111-8/17 5/18-5/124 MTD

Net Cash Receipts from DTC Sales $346,485 $392,447 $356,749 $426,352 $1,521,033

Net Cash Recelpts from Retail Sales $528,513 $542,816 $503,761 $457 596 $2,033,687

Net Cash Receipts Total DTC & Stores $875,998 $935,264 $860,511 $882,948 $3,554,720

Other Cash Receipts
List Rental & Misc Receipts, chase reserve’ - B B 99,145 89,145

Cash Payments:
Inventory 408,643 251,264 208,669 349,426 1,219,002
UPS Freight Services (Imports} 79,245 17,724 4,208 68,733 169,907
Packing/Gift Supplies & Domestic Freight in 9,438 10.413 9,060 8,144 38,056
OTC Shipping (UPS & USPS) 3722 37,556 33,025 41,732 144,035
New Breed/Bergen {Distribution center} 44,713 48,078 44,429 47,073 184,294
Freight to Stores 5,858 6,005 5,573 5,062 22,498
Salaries, Wages, Benelits 328,730 11,638 332730 20,871 695,068
Credit Card Processing™” 20,713 22,208 20,418 21,194 84,529
Rent 399,598 52,000 - - 451,599
Direct Mail 2,250 2,250 2,250 2,250 9,000
Marketing 10,258 10,258 10,258 10,258 41,034
Technology & CAPEX & CAP Leases 10,872 13,398 11,424 15,168 50,862
CorporsiesHomebase™ 53479 56,851 24,232 29,266 163,828
Retai] Store Expenses 24,002 24472 3,354 2,033 53,951
Sales & Use Tax 90,000 - - 210,455 300,455
Administrative fees {see memo# 8 below) 30,000 30,000 80,000

Total Cash Payments 1,521612 564,115 739,627 862,765 3,688,118

Net Cash Fiow {$645,613} $371,149 $120,884 $119,328 @wﬁ»w&

Roli forward B/S cash {beg of wk) 883,497 237,883 808,032 729,918

+/- Cash flow {645,643) 371,149 120,884 119,328

End of wk BSS cash fest 237,883 809,032 729,916 849,244

Memo:

1. Ending inventory 5,995,351 5,820,035 5,878,290 5,821,487

2. Inventory @ retall {(58.6% mark-up) 14,841,542 14,655,096 14,551,755 14,411,139

3. Qrdderty liquidation €35% of retai! 5,177,918 5,112,871 5,076,818 5,027,759

4. Wachovia collateral inventory aequity 2,748,272 2,683,225 2,647,172 2,588,113

5. A/R Equily value 415,371 445,340 406,381 425,510

6. Other sstimated coliateral (FRE, equip, etc.) 300,000 300,000 300,000 300,000

7. Wachovia lotal collateral equily (4+5+6) 3,463,643 3,428,565 3,356,553 3,323,623

8. Payment from prior refainer (not in model} 50,000 50,000 -

Abbreviations:

DTC is short for Direct to consumer; CAPEX is short for capital expenditures; CAP leases is short for Capital leases

“Placeholder reserve estimated incase processor withholds additional funds {not anticipated as necessary)

** Corporate/homebase includes non-payrolt overhead expenses such as insurance, employee expense reporis, temp help,

professional fees, samples, office supplies

***Credit card processing fees are deducted from cash payments received

s+ Miscelianeous receipts in week 4 includes $15k/store for receipts from sale of fixture etc for 6 closing stores

Note: There <<.mm uncertainity as to whether some checks
had clearad at the time of preparing this cash coliateral model.
This is therefore an estimate of cash

Exhibit 2 — page 8



eStyle, Inc.

Cash Collateral Mode!
June
Week 1 Week 2 Week 3 Week 4
528-5131 6/01-8/07 6/08-6/14 6/15-6/21 MTD
Net Cash Receipts from DYC Sales $319,667 $334,895 $306,892 3367225 $1,328,579
Net Cash Receipts from Retail Sales $438,664 $451,037 $428,205 $424 184 $1,742,089
Net Cash Receipts Total DTC & Stores $758,231 $785,931 $735,087 $791,408 $3,070,669
Other Cash Receipts
List Rental & Misc Receipts, chasa reserve” - - - 9,269 8,268
Cash Payments:
inventory 289,850 260,647 224,561 278,865 1,063,922
UPS Freight Services {imports) 38,383 39,383 39,383 82,776 170,928
Packing/Gift Supplies & Domestic Freight In 8,180 8,669 7,770 8,603 33,222
DTC Shipping (UPS & USPS) 33,221 35,167 31,612 39,270 138,270
New Breed/Bergen {Distribution center) 42,840 44,248 41,867 45,311 174,066
Freight to Stores 8472 6,609 6,356 6,312 25,748
Salaries, Wages, Benefits 305,143 10,770 305,143 10,770 631,824
Credit Card Processing™™ 17,896 18,677 17,428 18,949 73,051
Rent 340,124 52,000 - - 392,124
Direct Mail 2,250 2,250 2,250 2,250 9,000
Marketing 7,842 7,842 7,842 7,842 31,370
Tachnology & CAPEX & CAP Leases 11,937 12,783 11,238 14,545 50,503
CorporateiHomebase** 66,725 67,850 35,785 40,222 210,593
Retail Store Expenses 21,863 22,217 1.564 1,448 47,092
Sales & Use Tax 145,000 . - 29,373 174,373
Administrative fees 30,000 30,000 30,000 30,000 120,000
Total Cash Payments 1,368,827 619,112 762,610 586,536 3,337.085
Net Cash Flow {$610,5386) ugmwﬁm {$27,513} $214,142 {$257,147)
Roll forward B/S cash {beg of wk) 849,244 238,649 405,468 377,955
+- Cash Flow {610,596) 166,819 {27,5613) 214,142
End of wk BIS cash fcst 238,649 405,468 377,955 592,097
Memo:
1. Ending inventory 5,803,125 5,780,352 5,773,266 5,750,173
2. Inventory @ retail {59.6% mark-up) 14,365,683 14,309,309 14,291,768 14,234,600
3. Orderly liquidation @35% of retall 5,011,907 4,992,233 4,986,113 4,966,168
4. Wachovia collateral inventory equity 2,582,255 2,562,587 2,556,467 2,536,522
5. A/R Equily value 366,741 371,402 354,825 371,741
6. Other estimated collateral (F&E, equip, etc.) 300,000 300,000 300,000 300,000
7. Wachovia fotal collateral equity (4+5+6) 3,248,996 3,233,989 3,211,293 3,208,263
Abbreviations:

DTC is short for Direct to consumer; CAPEX is short for capital expenditures; CAP leases is short for Capital leases

“Placeholder reserve estimated incase processor withholds additional funds (not anticipated as necessary)

* Corporate/homebase includes non-payrolf overhead expenses such as insurance, employee expense reports, temp help,

professional fees, samples, office supplies
***Credit card processing fees are deducted from cash payments receivad

Note: There was uncertainity as to whether some checks
had cleared at the ime of preparing this cash collateral model,

This is therefore an estimate of cash

Exhibit 2 — page 9



ASSUMPTIONS USED IN PREPARATION OF BUDGET
Overview

This budget (the “Budge!") demonstrates the estimated sources, uses and balance of cash for eStyle Inc (dba "babystyle”) also referred to as the "Company”. The
budget covers a period of 13 weeks.

The Company operates its business on fiscal financial periods. For example, the month of March contains four fiscal weeks while the month of April contains five
fiscal weeks. This fact may appear to distort the results from period to period. The forecast attached was prepared during the last week of fiscal March. A filing is
contemplated at the end of this fast week of March. All opening cash balances are consequently estimated.

The Company has not arranged post-petition "DIP” financing. #t is assumed in this forecast that the Court authorizes the Company's use of cash collaterat with or
without the consent of the Company's senior secured lender ("Wachovia™). This assumption is based on the fact that Wachovia {owed approximately $2,486,000 as
of the Petition Date) is adequately protected by a substantial equity cushion (approximately $4.4 million as of the week snding March 21, 2008) in its collateral. This
collateral includes inventory which has a current estimated cost basis of approximately $7.1 million, an estimated retail value of approximately $17.7 miltion and an
estimated tiguidation value {under an orderly liquidation through the Company's network of stores and Internet website) of approximatsly $6.164 million. This
nventory alone, which is in addition to more than $680,000 of other collateral including accounts receivable (primarily in the form-of unpaid credit card receipts),
provides Wachovia with collateral "equity” of approximately $4.4 million as of the Petition Date. These calculations are more fully set forth in the “Liquidation
Analysis®, which is attached as Exhibit 2 to the Cash Collateral Motion,

insiders who have provided second collaterat bridge financing o the Company have stipulated to allow the Company the use of those funds. However, there are
no assurances that Wachovia will agree to freezing the indebtedness at the date of filing.

Without a DIP financing arrangement in place, it is assumed that the Company will finance its own operations with internalty generated cash from collections
attributable o sales. If Wachovia obtains Court approval 1o sweep the accounts of the Company, it would be dependent on subsequent day o day cash and credit
card reciipts to support its operations.

Cash Recelpts

There are two primary sources of revenue in the Company’s business. The largest is from its sales to consumers through retail stores. Retail stores, primarity
Jocated in shopping malls in the eastern and the westem regions of the United States, vary in size and inventory levels. Each store has an average inventory of
between $125,000 and $175,000 at landed cost (as depicted on the financial statements). The second largest source of fevenue is derived from the Company’s
direct to consumer "DTC" business which is operated by means of a website hosted by the Company that offers products on the Internet and which are shipped
directly to the consumer from a warehouse located in Ontario, California.

During the periods covered by the Budget, the Company also expects that it will derive cerfain revenues from the sale of inventory of six stores that bave been
identified to close due to lack of sufficient cash flow and profits from such stores. Subject io Court approval, these stores will each conduct a store dosing sale
during the month of April through a progressive mark-down sale in which customers are offered discounts from the retail selling prices marked on the merchandise.
Cash derived from these sales will be kept by the Company to finance its operations. inventory will not be purchased for these stores again as it is expected that
such stores will be closed and leases associated with such stores will be rejected.

The budget assumes sales patiern as of the most recent monthly post holiday trends. Jn general the frend reflects stores open more than 1 year performing down
8% or more and the direct to consumer business trending at 0 to 3% up. This excludes any liquidation activity. This trend reflects the downtrending traffic rate given
the current overall economic and retail environment

The Company has used its best efforts to accurately forecast sales In both store and DTC operations based on historical patterns and the current economic
conditions, However, future sales are uncertain and dependent, among other things, upon the Company's ability (o retain customers, retain vendors, retain
employees and manage the disruption of operations that will fikely occur following the filing for protection under the Bankruptoy Code.

Cash cofiaterat modet {03-19-2008 +12pm) HC xks
3A92008 1:56 PM

1oi?
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ASBUMPTIONS USED IN PREPARATION OF BUDGET

Cash Disbursements

The Company has recently implemented a cost reduction pian, intended to enable it to operate on a cash flow positive basis in the future. Part of this plan called
for the reduction of payroll expense through a reduction of employeas. Another part of the plan calls for the reduction of operating expenses such as rent and
utifities through the closure of six stores (referenced above). Yet ancther ptank of the plan to make the business cash flow positive is a reduction of its invenfory
through more frequent purchases of smaller inventory quantities which is expected (o gensrate more sales from a smaller amount of inventory and will also create
the need for fewer mark-downs {discounts) in order 1o sell slow moving inventory. Through this restructuring plan, the Company has addressed the three largest
cash disbursements - inventory, salaries and rent. :

The Company intends 1o negotiate favorable terms with its vendors post-petition. However, the inability of the Company to successfully negotiate favorable terms
with its existing vendors, nearly haif of whom are exporters in Asia, may materially impact the ability to achieve revenues and to meet the forecasted levels of cash
flow depicled in the attached Budget. Some of the Company's vendors may require terms that are less favorable, including Jetters of credit. The Company
estimates the potential letter of credit requiremant of approximately $1.5 million to secure the shipment of goods. Consequently, while it is currently the intention of
the Company execute its business model with 16 stores plus its DTC website operations, it may be necessary in the future fo close additional stores to further
reduce expenses and to align the scale of operations with the Company's ability to procure inventory.

Being an importer of products, the Company is heavily dependent upon its providers of warehousing and logistics functions. Without the cooperation of such
vendors, it would be nearly impossible 1o continue fo function in its current form, Consequently, it will be necessary fo seek approval of the Court in arranging for
the use of post-petition cash to repay certain of its providers of such services.

Cash collateral model {03-19-2008 112pm)_HC xis
FB/R008 155 P

2e47
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