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UNITED STATES BANKRUPTCY COURT
THE SOUTHERN DISTRICT OF NEW YORK

In re: Chapter 11

Debtors.

JENNIFER CONVERTIBLES, INC.,! i Case No. 10-13779 (ALG)
E (Motion for Joint Administration Pending)

DEBTORS’ MOTION FOR ADMINISTRATIVE ORDER
ESTABLISHING PROCEDURES FOR INTERIM COMPENSATION
AND REIMBURSEMENT OF EXPENSES OF PROFESSIONALS

Jennifer Convertibles, Inc. (“Jennifer Convertibles”) and its affiliated debtors, as
debtors in possession (together, the “Debtors”), hereby move (the “Motion”) the Court for entry
of an administrative order (‘“Administrative Order”) establishing procedures for monthly
compensation and reimbursement of expenses (collectively, the “Compensation”) for
professionals retained in these chapter 11 cases (each a “Professional”, and collectively, the

“Professionals™). In support of this Motion, the Debtors respectfully state as follows:

' The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, if applicable, are: (i) Jennifer Convertibles, Inc. (4646); (ii) Jennifer Convertibles Boylston MA, Inc.
(7904); (iii) Jennifer Chicago Ltd. (0505); (iv) Elegant Living Management, Ltd. (5049); (v) Hartsdale Convertibles,
Inc. (1681); (vi) Jennifer Management III Corp. (3552); (vii) Jennifer Purchasing Corp. (7319); (viii) Jennifer
Management II Corp. (9177); (ix) Jennifer Management V Ltd. (9876); (x) Jennifer Convertibles Natick, Inc.
(2227); (xi) Nicole Convertibles, Inc. (5985); (xii) Washington Heights Convertibles, Inc. (0783).
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Background

1. On July 18, 2010 (the “Petition Date”), each of the Debtors commenced with the
Bankruptcy Court a voluntary case pursuant to chapter 11 of title 11 of the United States Code
(the “Bankruptcy Code”). The Debtors continue to operate their businesses and manage their
properties as debtors in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy
Code. No trustee, examiner or statutory creditors’ committee has been appointed in these
chapter 11 cases.

2. Jennifer Convertibles, Inc. was organized as a Delaware corporation in 1986, and
is currently the owner of the largest group of sofabed specialty retail stores and leather
specialty retail stores in the United States, with stores located throughout the Eastern seaboard,
Midwest, West Coast and Southwest.

3. In order to generate sales, the Debtors and their licensees rely on aggressive
pricing, the attractive image of its stores, extensive advertising and prompt delivery.
Operations are classified into two operating segments organized by retail concept: Jennifer and
Ashley. The Jennifer segment owns the sofabed specialty retail store concept. The Ashley
segment is a big box, full line home furniture retail store concept. There are no inter-company
sales between segments. The Ashley segment is highly profitable due to its unique sourcing
model, whereby once most sales are executed, Ashley’s supplier manages the supply chain
process. Under the Ashley sourcing model, the Debtors reduce the need for warehouse
inventory, thereby limiting working capital needs and infrastructure requirements. Each of the
Debtors’ operating segments enable the Debtors to more effectively offer diverse home
furnishings and accessories and expand to a broader consumer base.

4.  As of the Petition Date, the Debtors’ stores include 130 stores owned by the

Jennifer segment. During fiscal 2007, the Debtors opened their first full line home furnishings
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store under a licensing agreement, as Ashley Furniture HomeStore (the “Ashley Stores™). As
of the Petition Date, the Debtors operate seven Ashley Stores.

5. As of the Petition Date, the Debtors employ 497 people. There are 336
employees in the Jennifer segment, 114 employees in the Ashley segment and 47 corporate
employees. None of the employees are represented by a collective bargaining unit.

6. For the fiscal year ended August 29, 2009, the Debtors’ consolidated financial
statements showed revenues from continuing operations of approximately $94,177,000,
compared with $§ 120,131,000 for the fiscal year ended August 30, 2008, and $132,683,000 for
the fiscal year ended August 25, 2007. For the thirty-nine weeks ended May 29, 2010,
revenues from continuing operations were approximately $70,036,000, with $56,144,000
coming from the Jennifer segment stores, and $13,892,000 from the Ashley segment stores.

7. Net sales from continuing operations were $88,845,000 and $113,073,000 for the
fiscal years ended August 29, 2009 and August 30, 2008, respectively. Net sales from
continuing operations decreased by 21.4%, or $24,228,000 for the fiscal year ended August 29,
2009 compared to the fiscal year ended August 30, 2008. The decrease in net sales is
attributable to a decline in overall demand within the furniture industry sector due to a poor
housing market and an overall weak U.S. economy. Consolidated same store sales from
continuing operations (sales at those stores open for the entire current and prior comparable
periods) decreased 19.6% for the thirteen weeks ended May 29, 2010, compared to the same
period ended May 30, 2009.

8.  Specifically, in the Ashley segment, net sales from continuing operations were
$5,106,000 and $3,363,000 for the thirteen-week periods ended May 29, 2010 and May 30,

2009, respectively. Net sales from continuing operations increased by 51.8%, or $1,743,000
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for the thirteen-week period ended May 29, 2010 compared to the thirteen-week period ended
May 30, 2009. The increase is largely attributable to four new Ashley locations open during
the thirteen-week period ended May 29, 2010, that were not open during the same thirteen
week period last year.

9.  In the Jennifer segment, net sales from continuing operations were $16,375,000
and $16,987,000 for the thirteen-week periods ended May 29, 2010 and May 30, 2009,
respectively. Net sales from continuing operations decreased by 3.6%, or $612,000 for the
thirteen-week period ended May 29, 2010 compared to the thirteen-week period ended May 30,
2009. The decrease is attributable to the decline in overall demand within the furniture
industry sector due to the prevailing conditions of the U.S. economy, the current housing
market, store closings, and delays in receipt of merchandise from the Debtors’ Chinese
supplier, all as discussed in greater detail in the other first day motions, filed concurrently
herewith.

10. The factual background relating to the Debtors’ commencement of these chapter
11 cases is set forth in additional detail in the Declaration of Rami Abada in Support of First
Day Motions (the “Abada Declaration”) filed contemporaneously with this Motion and
incorporated herein by reference.

Jurisdiction

11. This Court has jurisdiction to consider this matter pursuant to 28 U.S.C. §§ 157
and 1334. This is a core proceeding pursuant to 28 U.S.C. § 157(b). Venue is proper before
this Court pursuant to 28 U.S.C. §§ 1408 and 1409.

12.  The statutory predicates for the relief requested herein are sections 105(a), 331

and 363 and 507(a) of title 11 of the United States Code (the “Bankruptcy Code”).
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Retention of Professionals

13. The Debtors have filed, or intend to file, applications to retain (i) Olshan
Grundman Frome Rosenzweig & Wolosky LLP, as counsel to the Debtors, (i) KPMG CF
Realty, LLC as special real estate advisors to the Debtors, (iii)) TM Capital Corp., as financial
advisor to the Debtors; and (iv) BMC Group, Inc., as claims and noticing agent to the Debtors.
The Debtors anticipate that, as these cases progress, they may need to retain other professionals
in connection with the administration of these cases. In addition, it is anticipated that a
statutory committee of unsecured creditors (the “Committee”) will be appointed in these cases.
It is anticipated that the Committee will retain counsel, and possibly other professionals, to
assist it in fulfilling its obligations.

Relief Requested

14. By this Motion, the Debtors request the entry of an order authorizing and
establishing procedures for the compensation and reimbursement of court-approved
Professionals on a monthly basis, but only to the extent that such Professionals are not paid in
some other manner as set forth that Professional’s retention application, on terms that satisfy
the requirements of Rule 2016-2 of the Local Rules of Bankruptcy Practice and Procedure of
the United States Bankruptcy Court for the Southern District of New York (the “Local Rules”).
Such an order will streamline the Professional Compensation process and enable the Court and
all other parties to monitor more effectively the Professional fees incurred in these chapter 11
cases.

15. Specifically, the Debtors propose that, except as otherwise provided in an order of
the Court authorizing the retention of a particular Professional, the Professionals be permitted
to seek interim payment of compensation and reimbursement of expenses in accordance with
the following procedures (collectively, the “Compensation Procedures™):
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a. On or before the 25th day of each calendar month, or as soon as
practicable thereafter (but not earlier than the 15th day of each calendar month),
each Professional may file an application (a “Monthly Fee Application™) with the
Court for interim approval and allowance of compensation for services rendered
and reimbursement of expenses incurred during any preceding month or months
and serve a copy of such Monthly Fee Application by overnight mail on each of
the following parties (collectively, the “Notice Parties™):

Jennifer Convertibles, Inc. 417 Crossways Park Drive, Woodbury, New
York 11797, Attn: Rami Abada; counsel to the Debtors, Olshan Grundman
Frome Rosenzweig & Wolosky LLP, Park Avenue Tower, 65 East 55"
Street, New York, NY 10022 Attn: Michael S. Fox, Esq. and Jordanna L.
Nadritch, Esq.; counsel to any statutory committee; and the Office of the
United States Trustee, Southern District of New York, 33 Whitehall
Street, 21st Floor, New York, NY 10004.

Any Professional that fails to file a Monthly Fee Application for a particular
month or months may subsequently submit a consolidated Monthly Fee
Application for a particular month or months. All Monthly Fee Applications will
comply with the Bankruptcy Code, the Bankruptcy Rules, applicable Third
Circuit law, and the Local Rules.

b. Each Notice Party will have until 4:00 p.m. (prevailing Eastern Time) on
the 20th day (or the next business day if such day is not a business day) following
service of the Monthly Fee Application (the “Objection Deadline”) to object to
the requested fees and expenses in accordance with the procedures described in
subparagraph (c¢) below. Upon the expiration of the Objection Deadline, the
Debtors are authorized and directed to pay the Professional an amount (the
“Actual Monthly Payment”) equal to the lesser of (i) eighty percent (80%) of the
fees and one hundred percent (100%) of the expenses requested in the applicable
Monthly Fee Application (the “Maximum Monthly Payment”) and (ii) eighty
percent (80%) of the fees and one hundred percent (100%) of the expenses
requested in the applicable Monthly Fee Application that are not subject to an
objection pursuant to subparagraph (c) below.

c. If any Notice Party wishes to object to a Professional’s Monthly Fee
Application, it must (i) file a written objection (an “Objection”) with the Court on
or before the Objection Deadline and (ii) serve the Objection on the affected
Professional and each of the other Notice Parties so that it is received by each of
these parties on or before the Objection Deadline. Thereafter, the objecting party
and the affected Professional may attempt to resolve the Objection on a
consensual basis. If the parties are unable to reach a resolution of the Objection,
the affected Professional may either (i) file a request with the Court for payment
of the difference between the Maximum Monthly Payment and the Actual
Monthly Payment made to the affected Professional (the “Incremental Amount™)
or (ii) forego payment of the Incremental Amount until the next interim or final
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fee application hearing, at which time the Court will consider and dispose of the
objection if requested by the parties.

d. Each Professional may submit its first Monthly Fee Application no earlier
than the 15th day of the third full month of the Debtors’ cases. This initial
Monthly Fee Application will cover the period from the Petition Date through the
end of the full month preceding the filing date of the Monthly Fee Application.
Thereafter, the Professionals may file Monthly Fee Applications in the manner
described above.

€. At four-month intervals or such other intervals convenient to the Court
(the “Interim Fee Period”), each of the Professionals may file with the Court and
serve on the Notice Parties a request (an “Interim Fee Application Request™) for
interim Court approval and allowance of the compensation and reimbursement of
expenses sought by such Professional in its Monthly Fee Applications, including
any holdbacks, filed during the Interim Fee Period, pursuant to section 331 of the
Bankruptcy Code. The Interim Fee Application Request, which will be
substantially in the form of Exhibit A attached hereto and incorporated herein by
reference, must include a brief description identifying the following:

1. the Monthly Fee Applications that are the subject of the request;

2. the amount of fees and expenses requested;

3. the amount of fees and expenses paid to date or subject to an
Objection;

4. the deadline for parties other than the Notice Parties to file

objections (the “Additional Objections”) to the Interim Fee Application
Request; and

5. any other information requested by the Court or required by the
Local Rules.

Objections, if any, to the Interim Fee Application Requests shall be filed and
served upon the affected Professional and the Notice Parties so as to be received
on or before the 20th day (or the next business day if such day is not a business
day) following service of the applicable Interim Fee Application Request.

f. The Debtors will request that the Court schedule a hearing on the Interim
Fee Application Requests at least once every six months or at such other intervals
as the Court deems appropriate. If no Objections are pending and no Additional
Objections are timely filed, the Court may grant an Interim Fee Application
Request without a hearing.

g. The first Interim Fee Period will cover the month in which the Petition
Date occurs and the four full months immediately following such month. Each



16.

Professional must file and serve its first Interim Fee Application Request on or
before the 45th day following the end of the first Interim Fee Period.

h. The pendency of an Objection to payment of compensation or
reimbursement of expenses will not disqualify a Professional from the future
payment of compensation or reimbursement of expenses under the Compensation
Procedures. Any Professional that fails to file a Monthly Fee Application or an
Interim Fee Application Request when due or permitted will be ineligible to
receive further interim payments of fees or expenses under the Compensation
Procedures until such time as a Monthly Fee Application or Interim Fee
Application Request is submitted by the Professional. There will be no other
penalties for failing to file a Monthly Fee Application or an Interim Fee
Application Request in a timely manner.

1. Neither (i) the payment of or the failure to pay, in whole or in part,
monthly interim compensation and reimbursement of expenses under the
Compensation Procedures nor (ii) the filing of or failure to file an Objection will
bind any party in interest or the Court with respect to the final allowance of
applications for compensation and reimbursement of expenses of Professionals.
All fees and expenses paid to Professionals under the Compensation Procedures
are subject to disgorgement until final allowance by the Court.

In addition, the Debtors request that the Court limit the notice of interim and final

fee application requests to (a) the Notice Parties and (b) all parties that have filed a notice of

appearance with the Clerk of this Court, pursuant to Bankruptcy Rule 2002, and requested such

notice. The Debtors further request that (a) the Notice Parties be entitled to receive the

Monthly Fee Applications, any Interim Fee Application Requests, any final fee application

requests and any notices of hearing on interim or final fee application requests (the “Hearing

Notices”) and (b) all other parties entitled to notice be entitled to receive the notices of hearing

on the interim and final fee application requests. Providing notice of interim and final fee

application requests in this manner will permit the parties most active in these chapter 11 cases

to review and object to professional fees and will save the expense of undue duplication and

mailing.
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17. The Debtors will include all payments made to Professionals in accordance with
the Compensation Procedures in their monthly operating report, identifying the amount paid to
each of the Professionals.

18. The procedures requested in this Motion will relieve the burden on the Court
imposed by alternative interim compensation procedures that require monthly court orders,
while preserving all rights of objection, enabling the parties to closely monitor costs of
administration, and permitting the Professionals to maintain a level cash flow.

Basis for Relief

19. Pursuant to Bankruptcy Code section 331, all professionals are entitled to submit
applications for interim compensation and reimbursement of expenses every 120 days, or more
often, if the Court permits. Specifically, section 331 of the Bankruptcy Code provides, in
relevant part, as follows:

A trustee, an examiner, a debtor’s attorney, or any professional person employed
under section 327 or 1103 of this title may apply to the court not more than once
every 120 days after an order for relief in a case under this title, or more often if
the court permits, for such compensation for services rendered before the date of
such an application or reimbursement for expenses incurred before such date as is

provided under section 330 of this title. After notice and a hearing, the court may
allow and disburse to such applicant such compensation or reimbursement.

11 U.S.C. § 331. In addition, section 105(a) of the Bankruptcy Code authorizes the court to issue
any order “that is necessary or appropriate to carry out the provisions of [the Code].” thereby
codifying the bankruptcy court’s inherent equitable power.

20. The Debtors seek entry of an order, pursuant to these sections, as well as
Bankruptcy Rule 2016(a) and Local Rule 2016-1, and in accordance with the standing General
Order M-219, as amended by General Order M-348 of the United States Bankruptcy Court for
the Southern District of New York, signed on March 21, 2008 (the “Standing Order”),
establishing procedures for monthly compensation and reimbursement of expenses of
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professionals in these chapter 11 cases. Procedures similar to those proposed herein have been
approved in other middle and large chapter 11 cases in this District. See, e.g., In re Dana
Corp., Case No. 06-10354 (BRL) (Bankr. S.D.N.Y. Mar. 29, 20006); In re Musicland Holding
Corp., Case No. 06-10064 (SMB) (Bankr. S.D.N.Y. Jan. 27, 2006); In re Calpine Corp., Case
No. 05-60200 (BRL) (Bankr. S.D.N.Y. Jan. 25, 2006); In re Delphi Corp., Case No. 05-44481
(RDD) (Bankr. S.D.N.Y. Nov. 4, 2005); In re IMPATH Inc., Case No. 03-16113 (PCB)
(Bankr. S.D.N.Y. Sept. 30, 2003); In re Loral Space & Commc 'ns, Ltd., Case No. 03-41710
(RDD) (Bankr. S.D.N.Y. Aug. 6, 2003).

21. Moreover, the implementation of the Compensation Procedures is justified in
these cases. The Debtors’ chapter 11 cases present a number of complex issues that, together
with the day-to-day administration of these chapter 11 cases, must be addressed by the
Debtors’ limited staff and resources. In addition, it is anticipated that several Professionals
will he involved. Absent streamlined compensation procedures, the professional fee
application and review process could be exceptionally burdensome on the Debtors, the
Professionals, the Court, and other parties.

22. In sum, the Compensation Procedures will (a) substantially reduce the burden
imposed on the Court by avoiding the need for the immediate review of Monthly Fee
Applications, (b) enable parties in interest to monitor more closely the costs of administering
these cases, (c¢) diminish undue financial burdens on the Professionals and avoid having
Professionals fund the costs of the Debtors’ reorganization, and (d) permit the Debtors to better
predict and manage their monthly cash needs..

Notice

23. No trustee, examiner or statutory creditors’ committee has been appointed in these

chapter 11 cases. Notice of this Motion has been provided to: (i) Office of the United States
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Trustee for the Southern District of New York; (ii) those creditors holding the thirty (30)
largest unsecured claims against the Debtors’ estate (on a consolidated basis); (iii) counsel to
Haining Mengnu Group Co. Ltd.; (iv) the SEC; (v) the IRS; (vi) all taxing authorities in
relevant jurisdictions; (vii) all attorneys general in relevant jurisdictions; and (viii) any other
party directly affected by this Motion. The Debtors submit that such notice is sufficient under
the circumstances.

No Previous Request

24. No previous request for the relief sought herein has been made to this or any other

Court.
WHEREFORE the Debtors respectfully request entry of the Proposed Order
granting the relief requested herein and such other and further relief as the Court may deem just

and appropriate.

Dated: July 19, 2010
New York, New York

By: _/s Michael S. Fox
Michael S. Fox
Jordanna L. Nadritch
Park Avenue Tower
65 East 55 Street
New York, New York 10022
(212) 451-2300

Proposed Attorneys for the Debtors and
Debtors in Possession
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EXHIBIT A

Interim Fee Application Request
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UNITED STATES BANKRUPTCY COURT
THE SOUTHERN DISTRICT OF NEW YORK

In re: Chapter 11

Debtors.

JENNIFER CONVERTIBLES, INC.,! : Case No. 10-13779 (ALG)
i (Motion for Joint Administration Pending)

NOTICE OF INTERIM FEE APPLICATION REQUEST

Name of Applicant:

Authorized to Provide
Professional Services to:

Date of Retention:

Period for which Compensation and
Reimbursement is Sought:

Amount of Compensation Sought
as Actual, Reasonable, and Necessary:

Amount of Expense Reimbursement Sought
as Actual, Reasonable, and Necessary:

This is (a)n interim final application.

' The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, if applicable, are: (i) Jennifer Convertibles, Inc. (4646); (ii) Jennifer Convertibles Boylston MA, Inc.
(7904); (iii) Jennifer Chicago Ltd. (0505); (iv) Elegant Living Management, Ltd. (5049); (v) Hartsdale Convertibles,
Inc. (1681); (vi) Jennifer Management III Corp. (3552); (vii) Jennifer Purchasing Corp. (7319); (viii) Jennifer
Management II Corp. (9177); (ix) Jennifer Management V Ltd. (9876); (x) Jennifer Convertibles Natick, Inc.
(2227); (xi) Nicole Convertibles, Inc. (5985); (xii) Washington Heights Convertibles, Inc. (0783).
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Summary of Fee Applications for Compensation Period:

REQUESTED

APPROVED

Date Filed Period Covered Fees

Expenses Fees

Expenses

Summary of any Objections to Fee Applications:

Date of Fee Application

Date of Objection

Total Fees Subject to
Objection

Total Expenses Subject to
Objection

PLEASE TAKE NOTICE that, pursuant to the Court’s Administrative Order Establishing

Procedures For Interim Compensation And Reimbursement Of Expenses Of Professionals, dated

(the “Interim Compensation Order”), objections, if any, to the Interim Fee

Application Request must be filed with the Court and served on the Applicant at the address set

forth below and the Notice Parties (as defined in the Interim Compensation Order) so as to be

received by

If no timely objections are filed to the Interim Fee Application

Request, the Court may enter an order granting the Interim Fee Application Request without a

hearing.

Dated:

992925-3

, 2010

[Name and Address of Applicant]




EXHIBIT B

Proposed Order
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UNITED STATES BANKRUPTCY COURT
THE SOUTHERN DISTRICT OF NEW YORK

In re: Chapter 11

JENNIFER CONVERTIBLES, INC.,' Case No. 10-13779 (ALG)

Debtors.
(Motion for Joint Administration Pending)

ADMINISTRATIVE ORDER ESTABLISHING PROCEDURES FOR INTERIM
COMPENSATION AND REIMBURSEMENT OF EXPENSES OF PROFESSIONALS

Upon the motion, dated July 19, 2010 (the “Motion”) > of Empire Resorts Inc. (“Empire”)
and its affiliated debtors, as debtors in possession (collectively, “Debtors™), for an administrative
order establishing procedures for interim compensation and reimbursement of expenses of
professionals, as more fully set forth in the Motion; and upon consideration of the Declaration of
Rami Abada in Support of the Debtors’ Chapter 11 Petitions and Request for First Day Relief;
and the Court having jurisdiction to consider the Motion and the relief requested therein pursuant
to 28 U.S.C. §§ 157 and 1334; and consideration of the Motion and the requested relief being a
core proceeding pursuant to 28 U.S.C. § 157(b); and venue being proper before this Court
pursuant to 28 U.S.C.. §§ 1408 and 1409; and due and proper notice of the Motion having been
provided to the parties listed therein, and it appearing that no other or further notice need be
provided; and the Court having determined that the legal and factual bases set forth in the Motion

establish just cause for the relief granted herein; and it appearing that the relief requested in the

' The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, if applicable, are: (i) Jennifer Convertibles, Inc. (4646); (ii) Jennifer Convertibles Boylston MA, Inc.
(7904); (iii) Jennifer Chicago Ltd. (0505); (iv) Elegant Living Management, Ltd. (5049); (v) Hartsdale Convertibles,
Inc. (1681); (vi) Jennifer Management III Corp. (3552); (vii) Jennifer Purchasing Corp. (7319); (viii) Jennifer
Management II Corp. (9177); (ix) Jennifer Management V Ltd. (9876); (x) Jennifer Convertibles Natick, Inc.
(2227); (xi) Nicole Convertibles, Inc. (5985); (xii) Washington Heights Convertibles, Inc. (0783).

* All capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the Motion.
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Motion is in the best interests of the Debtors, their estates, and creditors; and upon all of the
proceedings had before the Court and after due deliberation and sufficient cause appearing
therefor,

IT IS HEREBY ORDERED THAT:

I. The Motion is GRANTED.

2. Except as otherwise provided in an order of the Court authorizing the retention of
a particular professional, the professionals specifically retained pursuant to an order of the Court
in these cases (collectively, the “Professionals”) may seek interim payment of compensation and
reimbursement of expenses in accordance with the following procedures (collectively, the
“Compensation Procedures”):

a. On or before the 25th day of each calendar month, or as soon as
practicable thereafter (but not earlier than the 15th day of each calendar month),
each Professional may file an application (a “Monthly Fee Application™) with the
Court for interim approval and allowance of compensation for services rendered
and reimbursement of expenses incurred during any preceding month or months
and serve a copy of such Monthly Fee Application by overnight mail on each of
the following parties (collectively, the “Notice Parties”):

Jennifer Convertibles, Inc. 417 Crossways Park Drive, Woodbury, New
York 11797, Attn: Rami Abada; counsel to the Debtors, Olshan Grundman
Frome Rosenzweig & Wolosky LLP, Park Avenue Tower, 65 East 55"
Street, New York, NY 10022 Attn: Michael S. Fox, Esq. and Jordanna L.
Nadritch, Esq.; counsel to any statutory committee; and the Office of the
United States Trustee, Southern District of New York, 33 Whitehall
Street, 21st Floor, New York, NY 10004.

Any Professional that fails to file a Monthly Fee Application for a particular
month or months may subsequently submit a consolidated Monthly Fee
Application for a particular month or months. All Monthly Fee Applications will
comply with the Bankruptcy Code, the Bankruptcy Rules, applicable Third
Circuit law, and the Local Rules.

b. Each Notice Party will have until 4:00 p.m. (prevailing Eastern Time) on
the 20th day (or the next business day if such day is not a business day) following
service of the Monthly Fee Application (the “Objection Deadline”) to object to
the requested fees and expenses in accordance with the procedures described in
subparagraph (c¢) below. Upon the expiration of the Objection Deadline, the

2
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Debtors are authorized and directed to pay the Professional an amount (the
“Actual Monthly Payment”) equal to the lesser of (i) eighty percent (80%) of the
fees and one hundred percent (100%) of the expenses requested in the applicable
Monthly Fee Application (the “Maximum Monthly Payment”) and (ii) eighty
percent (80%) of the fees and one hundred percent (100%) of the expenses
requested in the applicable Monthly Fee Application that are not subject to an
objection pursuant to subparagraph (c) below.

c. If any Notice Party wishes to object to a Professional’s Monthly Fee
Application, it must (i) file a written objection (an “Objection”) with the Court on
or before the Objection Deadline and (ii) serve the Objection on the affected
Professional and each of the other Notice Parties so that it is received by each of
these parties on or before the Objection Deadline. Thereafter, the objecting party
and the affected Professional may attempt to resolve the Objection on a
consensual basis. If the parties are unable to reach a resolution of the Objection,
the affected Professional may either (i) file a request with the Court for payment
of the difference between the Maximum Monthly Payment and the Actual
Monthly Payment made to the affected Professional (the “Incremental Amount™)
or (ii) forego payment of the Incremental Amount until the next interim or final
fee application hearing, at which time the Court will consider and dispose of the
objection if requested by the parties.

d. Each Professional may submit its first Monthly Fee Application no earlier
than the 15th day of the third full month of the Debtors’ cases. This initial
Monthly Fee Application will cover the period from the Petition Date through the
end of the full month preceding the filing date of the Monthly Fee Application.
Thereafter, the Professionals may file Monthly Fee Applications in the manner
described above.

€. At four-month intervals or such other intervals convenient to the Court
(the “Interim Fee Period”), each of the Professionals may file with the Court and
serve on the Notice Parties a request (an “Interim Fee Application Request™) for
interim Court approval and allowance of the compensation and reimbursement of
expenses sought by such Professional in its Monthly Fee Applications, including
any holdbacks, filed during the Interim Fee Period, pursuant to section 331 of the
Bankruptcy Code. The Interim Fee Application Request, which will be
substantially in the form of Exhibit A attached hereto and incorporated herein by
reference, must include a brief description identifying the following:

1. the Monthly Fee Applications that are the subject of the
request;

2. the amount of fees and expenses requested;

3. the amount of fees and expenses paid to date or subject to

an Objection;



4. the deadline for parties other than the Notice Parties to file
objections (the “Additional Objections”) to the Interim Fee
Application Request; and

5. any other information requested by the Court or required by
the Local Rules.

Objections, if any, to the Interim Fee Application Requests shall be filed and
served upon the affected Professional and the Notice Parties so as to be received
on or before the 20th day (or the next business day if such day is not a business
day) following service of the applicable Interim Fee Application Request.

f. The Debtors will request that the Court schedule a hearing on the Interim
Fee Application Requests at least once every six months or at such other intervals
as the Court deems appropriate. If no Objections are pending and no Additional
Objections are timely filed, the Court may grant an Interim Fee Application
Request without a hearing.

g. The first Interim Fee Period will cover the month in which the Petition
Date occurs and the four full months immediately following such month. Each
Professional must file and serve its first Interim Fee Application Request on or
before the 45th day following the end of the first Interim Fee Period.

h. The pendency of an Objection to payment of compensation or
reimbursement of expenses will not disqualify a Professional from the future
payment of compensation or reimbursement of expenses under the Compensation
Procedures. Any Professional that fails to file a Monthly Fee Application or an
Interim Fee Application Request when due or permitted will be ineligible to
receive further interim payments of fees or expenses under the Compensation
Procedures until such time as a Monthly Fee Application or Interim Fee
Application Request is submitted by the Professional. There will be no other
penalties for failing to file a Monthly Fee Application or an Interim Fee
Application Request in a timely manner.

1. Neither (i) the payment of or the failure to pay, in whole or in part,
monthly interim compensation and reimbursement of expenses under the
Compensation Procedures nor (ii) the filing of or failure to file an Objection will
bind any party in interest or the Court with respect to the final allowance of
applications for compensation and reimbursement of expenses of Professionals.
All fees and expenses paid to Professionals under the Compensation Procedures
are subject to disgorgement until final allowance by the Court.

3. Notice of interim and final fee application requests shall be served on 1) the
Notice Parties; 2) all parties that have filed a notice of appearance with the Clerk of this Court,

pursuant to Bankruptcy Rule 2002 and requested such notice. In addition, (a) the Notice Parties
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shall be entitled to receive the Monthly Fee Applications, and Interim Fee Application Requests,
any final fee application requests and notice of hearing on interim or final fee application
requests, and (b) all other parties entitled to notice shall be entitled to receive only the notices of
hearing on the interim and final fee application requests.

4. The Debtors must include all payments made to Professionals in accordance with
the Compensation Procedures in their monthly operating report, identifying the amount paid to
each of the Professionals.

5. Bankruptcy Rule 6003(b) has been satisfied.

6. The requirements of Bankruptcy Rule 6004(a) are waived,

7. Notwithstanding any applicability of Bankruptcy Rule 6004(h), the terms and
conditions of this Order shall be immediately effective and enforceable upon entry of this Order.

8. The Debtors are authorized to take all steps necessary to carry out this Order.

9. This Court retains jurisdiction to interpret and enforce this Order.

Dated: July _, 2010
New York, New York

UNITED STATES BANKRUPTCY JUDGE
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