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EXECUTION COPY

PLAN SUPPORT AGREEMENT

This PLAN SUPPORT AGREEMENT (together with the Term Sheet (as defined below), the “Agreement™), dated
as of July 18, 2010, is made by and among Jenoiter Convertibles, Inc., a Delaware corporation, (“Jennifer” or the
“Company”, which term, for the avoidance of doubt, includes the debtor in possession following the filing of the
Petitions (as defined below)), and Haining Mengnu Group Co, Ltd (“Mengnu™) (the time and date when this
Agreement has been executed by each of Jennifer and Mengnu being heremafter referred (o as the “date of this
Agreement” or the “date hereof”).

WHEREAS, the Company and Mengnu have cngaged in negotiations with the objective of reaching an
agreement for a Restructuring (as defined below) of the Company;

WHEREAS, the Company now desires to implement a financial restructuring (the “Restructuring”y of the
Company and its subsidiaries (together, the “Jennifer Companies™} consistent with the terms and conditions set forth
in the term sheet { the “Term Sheet™) attached hereto as Exhibit A

WHEREAS, in order to wmplement the Festructuring, the Company has agreed, on the terms and conditions
set forth in this Agreement, fo use its best reasonable efforts o consummate the Restructuring through a plan of

reorganization (“"Plan of Reorganization” or “Reorganization Plan”), the requisite acceptances of which shall be

WHEREAS, Mengru is prepared to commnt, on the termg and subject to the conditions of this Agreement
and to the extent legally permissible, to, if and when solicited in sccordance with applicable bankrupicy law, vote to
accept the Plan of Beorganization and support its confirmation;

MOW THEREFORE i consideration of the premises and the mutual covenants and agreements set forth
herein, and for other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
the Company and Mengnu hereby agree as follows:

i. Term Sheet, The principal tesms and conditions of the Restructuring are sct forth in the
Term Sheet and shall be incorporated by Jennifer in the Reorganization Plan,

2. Condition Precedent. It is a condition precedent 1o the effectiveness of this Agreement
that voluntary petitions (“the Petitions™) are filed with the Bankruptey Court and the Chapter 11 Cases are
commenced no later than 9:00 pm. (MY Time) on July 18, 2012, unless previously extended by Mengnu in writing
{the 1tme and date of filing of the Petitions being hereinafter called the “Petition Date™). If this condition iz not
satisfied, this Agreement shall be void and of no effect.

o

3. Means for Effectuating the Restructuring, The Company shall seek o effectuate the
Restructaring through the commencement of the voluntary Chapter 11 Cases and the confirmation and
consumnmation of the Plan of Reorganization in accordance with this Agresment.

4. Preparation of Restructuring Documents,

The Company shall. in consultation with Mengnu, prepare all of the documents

the documents referred to in paragraph 4 b)(i} through (iv) below), necessary for the
Jemnmifer Compandes to commence the Chapter 11 Cases and obtain confirmaiion and
consummation of the Reorganization Plan, all of which shall be submitied to Mengnu and
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its counsel in draft form as soon as practicable but in any event not later than 5:00 p.m.
on the second business day prior 1o filing with the Bankruptcy Court (or such carlier date
as shall be specified below or such later date as Mengnu shall consent to in writing), for
its review and comment, shall be satisfactory to Mengnu in form and substance and shall
not be submitted to or filed with the Bankruptcy Court unless Mengnu shall have advised
Jenniter (orally or in writing) that it does not object thereto. In aid of the foregoing,
Jennifer shall:

1 Prepare and file with the Bankruptey Court no later than 5:00 p.m. on the first
business day following the Petition Date first day motions, which motions shall include a critical
vendor motion ("Mengnu Critical Vendor Motion™) in respect of Mengnu providing for the grant to
Mengnu of a purchase money security interest in inventory acquired by the Jennifer Companies from
Mengnu after the filing of the Petitions and all proceeds thereof, the payment to Mengnu of
$400,000 per week for application to pre-petition indebledness owed to Mengnu in accordance with
the terms and provisions thereof and having other terms and conditions as specified in the Term
Sheet, which are not inconsistent with the terms and conditions in the Term Sheet and which is
otherwise in form and substance satis{actory to Mengnu;

i Preparc and file with the Bankruptcy Court statements of financial affairs and
required schedules under chapter 11 of the Bankruptcy Code for the Jennifer Companies no later
than twenty (20) days following the Petition Date (complete draft to be provided Mengnu and its
counsel no later than three days prior 1o filing); and

11 Prepare and file with the Bankruptcy Court no later than thirty (30} days
tollowing the Petition Date a disclosure staiement (the “Disclosure Statement™) relating to a Plan of
Reorgamzation that incorporates the terms and conditions of the Term Sheet and is not inconsistent
with the Term Sheet and is otherwise in form and substance satisfactory to Mengnu and complies
with Sections 1122, 1123 and 1124 of the Bankruptey Code, including custornary exhibits, and
which disclosure stalement complies with section 1125 of the Bankruptey Code (complete draft
including Plan of Reorganization and all exhibits 1o be provided Mengnu and its counsel not less
than 10 days prior o filing).

5 Company Undertakings. The Company hereby agrees to use reasonable efforts and do al
other things reasonably necessary to cttectuate and consummate the Restructuring and obtain confirmation of and
consummate the lan of Reorganization as expeditiously as possible. The Company hereby agrees that none of the
Jennifer Companies will take any action that conflicts with or is inconsistent with this Agreement or that would
mierfere with or adversely affect its ability to consummaie the Plan of Reorganization as conterplated hereby.

&, Agreement to Support Company Restructuring. For so long as this Agreement
remains in effect, and subject to the satisfaction of each of the conditions precedent to Mengnu's obligations set
forth in Secuon 7 below, Mengnu agrees 1o (1) use reasonable efforts to support approval of the Plan of
Reorganization; (il) not to take any action that it knows will interfere in any material respect with the approval of the
Plan of Reorganization by the Bankruptcy Court; and (iit) provide the Company with information about Mengnu
that, based upon written advice of counsel, the Company reasonably believes is required fo be included in the
Dnsclosure Statement to the extent legally permissible for Mengnu and which would not cause Mengnu {6 breach
any confidentiality agreement or understanding heretofore entered into in the ordinary course of business: in cach
case referred to m any of clauses (i), (it} or (iii) above so long as the Company’s Plan of Rearganization and
Disclosure Statement do not conflict with and meet all requirements and conditions relating thereto as set forth in
this Agreemnent and are not inconsistent with the Term Sheet.

7. Conditions to Mengnu’s Obligations. [i shall be a condition precedent to Mengnu's
obligations to perform or observe any term, provision or condition of this Agreement to be performed or observed
by it at any time, including without limitation, it obligations in Section 6 hercof, that none of the following events,
oceurrences of conditions ( cach a “Mengnu Condition”™) shall exist, whatever the reason thersfor and whether or not
occurring as a result of action or inaction by any of the Jennifer Companies, by operation of law, or otherwise:



i

Any representation or warranty made by the Company to Mengnu in this

Agreement or any information m any document prepared by the Corapany or any of the other
JTennifer Companies and provided to Mengnu shall be false or misleading in any material respect
when made or provided;

i

Any of the following milestones (“Milestones”) shall not be achieved within

the time specified below:

{aa) Obtain an interim order of the Bankruptcy Court granting
the Mengnu Critical Vendor Motion in form and substance satisfactory
to Mengnu with such changes. if any, as are satisfactory 1o Mengnu not
later than five business days following the Petition Date;

{bbj Obtain a final order of the Bankruptcy Court granting the
Mengnu Critical Yendor Motion, with such changes, if any, as are
satistactory to Mengnu not later than the thirtieth day immediately
following the Petition Date:

{(cc) Obtain an order of the Bankruptoy Court approving the
Disclosure Statement, with such changes. if any as are satisfactory o
Mengnu, not later than seventy five (75) days immediately following
the Petition Date; and

{(dd}y Ubtam an order {the “Confirmation Order”) of the
Bankruptey Coust confirming a Plan of Reorganization in the form
attached io the Disclosure Statement approved by the Bankrupicy
Court, with such changes, if any, as are approved by Mengau, no later
than one hundred thirty(130) days following the Petition Date

iit. On the effective date (“Effective Date”) of the Plan of
Reorganization there shall be any appeal of the Confirmation Order other than
any such appeal which Mengnu determines in its sole discretion does not
materially mterfere with consummation of the Plan of Reorganization and if
successful would not materially adversely affect the mterests of Mengna upon
consumnmation of the Plan of Reorganization or thereafter.

iv. The Bankruptcy Court shall have terminated Jermifer's
exclusive period to lile the a plan of reorganization or such exclusivity period
shall have lapsed;

v. Any preference recovery action against Mengnu shall have
been successtully prosecuted at any time prior to the Effective Date;

vi. The Company af any time shall fail o make any pavment
reuured to be made by it in accordance with the Mengnu Critical Vendor
Motion or shall terminate Mengnu’s status as a critical vendor for any reason
other than Mengnu's default i honoring the production and shipping schedule
agreed to by the parties from time to time;

vit Atany time prior to the Effective Date, the Company or any
other of the Jeamfer Companies shall file any motion or take any ather action
to challenge any proof of claim submitted by Mengnu for an aggregate amount
of pre-petition indebtedness (before giving effect to any payments received by
Mengau in accordance with the critical vendor motion applicable to Mengnu)



of not in excess of §17,000,000 or any objection fo any such proof of claim
submitied by Mengnu is allowed;

viii Any of the Jennifer Companies shall, after the filing with
the Bankruptey Court of the Disclosure Statement, propose any amendment or
modification thereto which, in Mengnu’s opinion, is material and to which
Mengnu objects and such amendment or modification is not withdrawn within
five days after notice thereof from Mengnu to Jennifer;

ix Any of the Chapter 11 Documents, mcluding, without
lirttation, the Plan of Reorganization, shall contain any term or condition (aa)
different from the terms and conditions set forth in the Term Sheet, (bh)
inconsistent with the Term Sheet | (cc) which Mengnu believes, or has reason
io believe, could adversely affect Mengnu's interests upon consummation of
the Plan of Reorganization or thereafter or (dd) which in Mengnu's opinion is
otherwise material and to which Mengru objects by natice to the Company
and, in the case of the condition specified in this subclause (dd), such term or
provision is not changed in a manner in form and substance satisfactory to
Mengnu within five days after receipt by the Company of such notice:

% At any time on or prior to the Elfective Date there shall
have been issued or remain in force any order, decree, or ruling by any court or
governimental body having jurisdiction restraining or enjoning the
consummation of or declaring or rendering illegal the Restructuring or any of
the fransactions coniemplaled by this Agreement:

xi The Company shall propose, consent io, support,
¢ o parbicipate o the formulation of any out-of-court restructuring,
any chapter 7 or chapter 11 plan of reorganization or liquidation or any other
such similar reorganization or ligquidation (whether foreign or domestic) other
than the Restructuring as described in the Term Sheet and other than as agreed
to by Mengnu;

wit At any tme afler the date of this Agreement and prior to
the Effective Date, (1) any event or occurrence or condition shall happen or
occur, whatever the reason therefor and whether happening or existing by
operation of law or otherwise, not disclosed in writing to Mengnu by Jennifer
prior to the date hereof that Mengna reasonably believes has had, has or could
reascuably be expected o have a Material Adverse Effect (“Material Adverse
Effect” means any change, event, occurrence, effect, or state of facts that,
individually, or aggregated with other such maiters, is materially adverse to the
business, assets (ncluding intangible assets), properties, condition (financial or
other), or results of operations or prospects of the Jennifer Companies taken as
a whole, but excluding actions, evemts, ccourrences, effects or conditions that
result by operation of law from the filing of a case under chapter 11 of the
Bankruptcy Code) or (i1) there shall be or have been, in the reasonable opinion
of Mengnu. any material adverse change or development involving a
prospective matenial adverse change in the business, properties, assefs (tangible
and intangible}, condition {financial or other), results of operations or prospects
of the Jennifer Companies taken as a whole from that which exists on the date
of this Agreement other than any such arising solely by operation of law as a
result of the filing of the Petitions;

xin I any of the pleadings filed by the debtor with the
Bankruptcy Court or the final forms of the documents prepared in connection
with or related to the Restructuring (meluding, without limitation, any



stockholders’ agresment, any certificate of incorporation, any bylaws, any
document concorning the corporate governance of anv of the Jemmifer
Companies upon the consummation of the Reorganization Plan or any
document concerning the rights of Company sharcholders or debtholders upon
the consnmmation of the Reorganization Plan) necessary for the
implementation of the Restructuring shall not be in form and substance
satisfactory to Mengnu;

xiv A trustee or examiner with enlarged powers shall have been
appointed under section 1104 or 105 of the Bankruptey Code for service in the
Chapter 11 Cases;

xv Any of the Chapter 11 Cases shall be converted to a case
under chapter 7 of the Bankruptey Code:

xvi The Confirmation Order shall not contain any condition to
Confirmation proposed by Mengnu to Jennifer that is not inconsistent with the
Term Sheet,

xvii Any of the Jennifer Companies shall, at any time following
the date of this Agreement and prior 1o the Fffective Date, dircetly or
indirectly, (aa) engage in, agree to or consummate any transaction {other than
the Restructuring} other than in the ordinary course of business and on an arms'
length basis, or (bb) incur any liability other than in the ordinary course of
business and on an arms’ length basis, and, if between unaffiliated partics, also
on market ferms;

xvili Atany e after the date of this Agroement and prior {0
the Effective Date, any of the Jenmifer Companies shall fail to (aa) maintain it
corporate exastence m good standing under the laws of Delaware or other
Jurisdietion in which it is organized, (bb) maintain its qualification to do
busmess in each jurisdiction where it is presently qualified to do business
except for jurisdictions in which Jennifer has ceased or plans (o cease
operations as set torth in the description of Jennifer’s proposed store closing
program ( the “Store Closing Program”) set forth in the initial Store Closing
Program Report (as defined in clanse xxiii below) or such other jurisdictions
where Jennifer later proposes to cease operations and to which Mengnu does
not object after reasonable notice and receipt of an accompanying analysis
from Jennifer of such proposal or (cc) qualify to do business in any other
jurisdictions where the nature of the business done by it makes such
gqualification necessary;

wiv. At any time after the date of this Agrecment and nrior to
the Effective Date, any of the Jennifer Companies shall, directly or mndirectly:
(aa) 1ssue, sell, pledge, dispose of, or encumber any additional shares of, or any
options, warrants, conversion privileges or rights of any kind to acquire any
shares of, any of its cquity interests; (bb) amend or propose to amend its
respective articles of incorporation, by-laws or comparable organizational
documents; (cc) split, combine, or reclassify any outstanding shares of its
capital stock or other equity interests, or declare, set aside, or pay any dividend
or other distribution payable in cash, stock, property, or otherwise with respect
to any of its equity interests; (dd) redeem, purchase, or acquire or offer 1o
acquire any of its equity interests; (ee) acquire, ransfer, or sell (by merger,
exchange, consolidation, acquisition of stock or assets, or otherwise) any
mterest in or any indebtedness of any corporation, partnership, joint venture, or
other business orgarization or division, or, other than in the ordinary course of




business or as contemplated pursuant 1o the Store Closing Program and to
which Mengnu does not object after reasonable notice from Jennifer | any
asscis; (ff) merge with or into or consolidate with any corporation or other
person other than, in the case of Jennifer Companies other than Jennifer, a
merger or consolidation with or into another Jennifer Company or in the case
of Jenmifer a merger with another Jermifer Company in which Jennifer is the
surviving corporation; or (gg) engage in or agree to engage in or consummale
or agree to consurmmate any transaction or agreement other than in the
ordinary conrse of business and consistent with past practice or as 1s necessary
to effect the Store Closing Program or the Lease Renegotiation Program ( as
defined in clavse xxiii below) or to consummate the Plan of Reorganization and
to which, in all cases, Mengnu does not object after reasonable notice from
Jennifer:

xx At any time after the date of this Agreement and prior to the
Effective Daie, any of the Jeanifer Companies shall create, incur, assume or
suffer to exist any lien, charge, security interest or other encumbrance (“Lien”)
on any of s properties or assets now owned or hereafter acquired other than (i)
warchousemen's, carriers, workmen’s and similar liens arising m the ordinary
course of business and not delinquent, (ii) taxes, assessment and other
governmental charges arising in the ordinary course of business and not
delmquent, (i) pledges or deposits arising under workmen’s compensation or
similar laws, (iv} statutory liens and other similar lens arising in the ordinary
course of business that do not secure the pavroent of borrowed money and (v)
Licns in favor of Mengnu,

xx1 Atany time after the date of this Agreement and prior to
the Effective Date, the Jennifizr Companies trleen together shall have created,
incurred, assumed or suffered (o exist indebtedness for borrowed money that
aggregates in excess of $25 000,

xai fenmater shall have failed to prepare and submit to
Mengnu's financial advisor no later than 5:00 pm on July 16, 2010, a monthly
operating budget, for the period August — December 2010 (the “Budget™) in
form and substance satisfactory to Mengnu and that is consistent with the
weekly cash flow and monthly fiscal year 2011 projections pravided to
Mengnu's financial advisor on or about June 23, 2010 as updated on a basis
acceptable to Mengnu;

xxiii Jenniter shall have failed 10 prepare and submit 10
Mengnu and its financial advisor, {aa) monthly within twenty-seven {27) days
following the end of cach of Jennifer’s liscal monthly periods, commencing
with the first fiscal monthly period ending following the date of this Agreement
a financial statement report for the monthly fiscal period just ended and for the
cumulative periods to date commencing with (x) the start of fiscal vear 2010
and (v} with the July 2010 fiscal month, reflecting accurately the items and
amounis recorded in the Company’s books and records and in form and
substance satisfactory (o Mengnu and including EBITDA and comparisons to
the Budget and to the comparable perinds of the prior fiscal year ; (bb) om the
first business day of every second week beginning with the first week
following the datc of this agreement a cash flow forecast in form and substance
satisfactory to Mengnu and including the actual closing cash balance for the
last business day of each of the two weeks mmmediately preceding the forecast
period for the thirteen week period beginning with the week in which the
forecast is required to be delivered (cach a “Cash Flow Forecast™); (ce) weekiy
on the first business day of each week commencing with the first week
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following the date of this Agreement a report of the Company’s consolidated
cash balance as of the close of business on the last business day of the
immediately preceding week; (dd) not later than 5:00 p.m. on July 21, 2010,
and monthly thereafter within five (5} days following the end of each of
Jennifer’s fiscal monthly periods, commencing with the first fiscal monthly
period ending following the date of this Agreement a report (the “Store Closing
Program Report”) showing all stores and distribution centers closed or
proposed to be closed by any of the Jennifer Companies, the status of going out
of business sales or other comparable closing activity at such stores including
projecied receipts and disburseiments, actual receipts and disbursements,, and
such other information with respect thereto as Mengnu shall have reasonably
requested, all in reasonable detail and otherwise in form and substance
satisfactory to Mengnu; and (ee) not later than 5:00 p.m. on July 21, 2010, and
monthly thereafter within five (3) days following the end of each of Jennifer’s
fiscal monthly periods, conunencing with the first fiscal monthly period ending
following the date of this Agreement, a report (the “Leasc Renegotiation
Frogram Report”™) showing all stores and distribution centers and office
locations proposed to be muintained by the Jennifer Companies upon exit from
bankruptcy or nnder consideration for closing but for which a final
determination has yet to be made and the status of lease renegotiations with
landlords with such stores and distribution centers, including target back and
forward rent reductions, and actual back and forward rent reductions (the
“Lease Renegotiation Program”), and such other information with respect
thereto as Mengnu shall have reasonably requested, all in reasonable detail and
otherwise in form and substance satisfactory to Mengnu;

xxiv At any time atter the dafe of this Agreement and prior
to the Effective Date, (2a) the Company s consolidated FRITDA for the
cumulative period commencing fiscal Angust 2010 is less than 80% of the
comparable amount in the Cormpany’s Budger, (bb) on a consolidated basis the
Company shall have incurred expenses or expenditures in the cumulative
period commencing with fiscal Augast 2010 that, in respect of any lne item
other than Cost of Goods Sold, volume related home delivery expenses,
commission based employee compensation, or other expenses or expenditures
directly resulting [rom sales, exceeds ten percent (10%) of the amount
budgeted therefor in the Budget or that in the aggregate exceeds five percent
(5%} of the total amount of expenses and expenditures budgeted in such
Budget, (cc) any of the Jennifer Companies shall make any payment on
account of prepetition mdebtedness (other than 1o Mengnu or to Ashley
Homestores, Lid.) or which is inconsistent with the most recent Budget
provided to Mengou without the prior written consent of Mengnu, or {dd) the
Company’s consolidated freely available cash balance shall be less than $2.0
million;

et

xxv The pro forma balance sheet included in the Disclosure
Staternent approved by the Bankruptey Court, or any amendment or
supplement thereto, shall show the consolidated freelv available cash balance
of the Jennifer Companies as of the date of consummation of the Plan of
Reorganization to be less than $2.0 million;

axvi Jennifer shall fail to provide Mengnu with votice from
e fo time of the proposed terms of any agreement with any liquidator for the
disposition of inventory of any of Jennifer’s stores or distribution centers being
closed or the proposed terms of any agreement with any lease reiegotiation
advisor for the renegotiation of leases, in each case sufficiently in advance of
Jennifer’s entering into any such agreement to enable Mengnu’s advisors (o

~.



comrment thercon and discuss the same with Jennifer’s managenment and
advisors, or any such agreement shall be entered into to which Mengnu shall
have timely and reasonably objected;

xxvii (aa) the Disclosure Staternent, or any amendment or
supplement thereto, or the Plan of Reorganization approved pursnant to the
Confirmation Order provides for the payment upon consummation of the Plan
of Reorganizalion or at any time thereafter of {(x) administrative expenses
allowed in accordance with Section 503(a)(2) of the Bankruptcy Code (other
than expenses arising from the purchase of inventory or customer deposits)
such that, on a pro forma basis sfter giving effect thereto as if all such expenses
were pald on the Effective Date, the Company’s consolidated free cash balance
on the next day following the Effective Date would be less than $2.0 million;
or (y) any allowed claims entitled to priority under Section 507 of the
Bankruptey Code other than claims entitled to priority under Section 507{(a}4)
or Section 507(a)(7) of the Bankrupley Code or {(bb) or at anry time prior to the
issuance of the Confirmation Order or thereafter prior to the Effective Date,
after consultation with Jennifer, Mengnu reasonably believes that on the
Effective Date there will actually be any such administrative expenses or tha
there will be any such claims;

xxvitt fen days prior to the date set for the hearing on
confirmation of the Plan of Reorganization (“Confirmation Hearing Date”
pursuant to Section 1128 of the Bankruptey Code Rami Abada and Jennifer
shall bave failed to agree to modify his employment agreement with Jermifer
on terms and conditions and otherwise in form and substance satisfactory o
Mengnu and entered into an amendment to such employment agreement as so
modified with Jennifer; or the Bankruptey Court shall not have approved such
medifications or Jennifer shall not bave assumed such employment agreement
as so modified at or prior to the time of wsuance of the Confirmation Order:

xxix Ten days prior to the Confirmation Hearing Date Harley
Greenfield and Jenmifer shall have failed to agree o modify his employvrment
agrecment with Jennifer on terms and conditions and otherwise in form and
substance satisfactory to Mengnu and entered into an amendment to such
employment agreement as so modified with Jennifer; or the Bankruptey Court
shall not have approved such modifications or Jennifer shall not have assumed
such employment agreement as so modified at or prior to the time of issuance
of the Confirmation Order;

xxx At any time afler the date of this Agreement and prior o
the Effective Date, Jennifer change the rate of compensation or terms of
compensation (including, without limitation, terms providing for fringe benefits
or termimation benefits) of, or entered into any new contractual arrangements
{(other than new contractual arrangements with Rami Abada or Harley
Greenfield in accordance with the immediately preceding clause xxvill or
clause xxix of this Section 7, as applicable) with, or provide or agree (o provide
any new or additional employee benefits 1o, the employees (“Kev Employees™)
shown on the organization chart on page § of the Management Presentation
dated June 2010 presented to Mengra’s advisors by TM Capital without the
prior writien consent of Mengnu: or proposed any new employment contracts
{other than in respect of Rami Abada or Harley Greenfield as aforesaid) or any
new incentive compensation or other employee benefit plans, contracts or
artangements for any of the Key Emplovees either as part of the Plan of
Reorganization or otherwise without the prior written consent of Mengnu,



xxxi Ten days prior to the date of the hearing on the
confirmation of the Plan of Reorganization, the termination date of Jennifer's
credit card processing agreement with Merrick Bank/Renaissance shall not
have been extended by Merrick Bank/Renaissance 1o a date no carlier than
thirteen months immediately following the date specified in the Disclosure
Statement, or any amendment or supplement thereto, as the date proposed for
confirmation of the Plan of Reorganization or Jennifer and Merrick
Bank/Renaissance shall have failed to make such other changes thereto as
regards the right to reserve and to withhold monies reserved and as to other
matters as Mengnu shall reasonably request unless prior to that time Jennifer
shall have obtained a binding agreement commitment from a new credit card
processor in form and substance satisfactory to Mengnu to process credit card
sales drafts with a stated expiry date no earlier than thirteen months
munediately following such proposed date {or confirmation of the Plan;

xxxii At any tire after the date of this Agreement and prior to
the Effective Date, any of the Jennifer Companies shall assume or reject any
store lease or a material contract or close any store or modify or amend the
terms of or waive conpliance with the terms of any store lease or material
contract or enter into any new store lcase or material contract unless Mengnn
has been given reasonable notice in writing of such proposed action and has not
reasonably objected thereto prior to the time such action is takesn:

kil Af any time after the date of this Agreement and prior to
the Effective Date, Jennifer shall fail to timely file any report or other
information required to be filed by it under the Securities Exchange Act of
1934 | as amended ("Exchange Act™) or any such report or other information
20 filed shall contain an untrue statement of material fact or omit (o state a
material fact necessary o be stated therein o make the statements made, in
light of the circumstances under which they were made, not misleading or
otherwise not be in compliance in any material respect with the applicable
requiretnents of the Fxchange
and Exchange Commission (©8

yunder the Exchange Act;

ixxiv At any time after the date of this Agreement and prior to
the Effective Date, any of the Jennifer Companies shall fail to keep proper
books of account in compliance with the applicable rules and regulations under
the Exchange Act or fail to make full and correct entries of all its financial
iransactions and assets and lHabilities:

xxxv At any time after the date of this Agreement and prior to
the Eftective Date, any of the Jennifer Companies shall fail to be in compliance
in all material respects with all laws, rules and regulations and orders of any
court, arbitrator or other iribunal having jurisdiction applicable ta it or any of
1S Properties;

xxxvt Al any tune after the date of this Agreement and prior 1o
the Effective Date, (aa) any of the Jennifer Companies rec 5 notice of or
obtains any knowledge of any governmental or third party notices, complaints,
investigations, hearings, orders, decrees or judgments (or communications
mdicating that any of the foregoing may be conternplated or threatened)
concerning any actions, evenls | occurrences or conditions which could
reasonably be anticipated to (x) have a Material Adverse Fffect or (v) prevent
or delay the timely consummation of the Restructuring, or (bb) Jennifer shall
fail as promptly as reasonably practicable, and in any event within two (2)
business days after receiving such notice or obtaining such knowledge. to
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notify Mengnu in writing and provide a statement of the facts with respect
thereto to Mengnu;

xxxvii - Atany time after the date of this Agreement and prior
o the Effective Date, any of the Jennifer Companies shall, at any time during
normal business hours, fails to (x) penmit Mengnu and its representatives
(including without limitation its financial and legal advisors, auditors,
appraisers and any other consultants engaged by Mengnu) to visit its corporate
offices and any of its store locations or other properties to examine and make
copies of and extracts from the books, records, accounts and files of any of the
Tenmifer Companies and discuss the same with the officers and employees of
any of the Jennifer Companies; or {y) provide to Mengnu and its
representatives any information reasonably requested by Mengnu in writing,
including, without limitation, any mformation requested in writing by Mengnu
prior to the date of this Agreement and not theretofore provided;

xxxviit Jennifer fails to observe or perform any obligations or
condition 0 be perlormed or observed by it in accordance with any order of the
Bankrupicy Court that has become final or which has not been staved on
appeal;

xxxix At any time Meognu believes, or has reason to believe,
that the milestone specified in Bection 7 it (ddy cannot, or could not reasonably
be expected to, be achieved within the time period specified and, afier
advising Jenifer o such cffect and providing Jennifer with not less than five (5)
days’ opportunity to consult with and discuss the same with Mengnu, Mengnu
50 notifies Jenni

SO

%1 Any subsidiary of Jennifer not included in the Petitions as
a debtor filing a voluntary case under chapter 11 of the Bankrupicy Code shall
not have been substantively consolidated with Jennifer and procedurally
consolidated in the Chapter 11 Cases prior 1o or pursuant to the issuance of the
Confirmation Order unless Menguu shell expressty agree that such subsidiary

need not be substantively and procedurally so consolidated.”

I any Mengnu Condition shall exist at any time prior to the Effective Date, Mengnu may in its discretion
do any one or maore of the following: (i) suspend performance of any obligation or observance of any condition to be
performed or observed by it hereunder at any time: (i1) by notice in writing to Jenmifer declared this Agreement to be
terminated, whereupon neither Mengnu nor Jermifer shall have any further obligation hereunder and this Agreement
shall from and after the giving of such notice be and become void and of no further force or effect; or (iii) if Mengnu
hias voted for the Plan of Reorganization but it has pot been consumraated, rescind its vote on the Plan of
Reorganization (which vote shall thereupon be null and void and have no further force or effect). Mengnu may
exercise such nghts singly or cumulatively and the single or partial exercise of any such right shall not prevent

Mengnu from exercising any one or more of such rights at any Jater time. Such rights shall be in addition to any
other rights or remedics Mengnu may have at law, in equity or otherwise.

8. Representations and Warrantics; Hearing on Relief from Stav. The Company represents
and warrants to and agrees with Mengnu that (i) Jeunifer and each of the other Jennifer Companies is duly
organized, validly existing. and is in good standing under the laws of the jurisdiction of its formation, (i) Jennifer’s
Form 10-K for us fiscal vear ended August 29, 2009, as amended, its Form 10-0) for its fiscal quarter ended
Vebruary 28, 2009, its Form 8-K dated February 19, 2010 and its Schedule 144 in respect of its annual meeting of
stockholder held February 9. 2010, in each case filed with the SEC, complied in all material respects with the
applicable requirements of the Fxchange Act and the rules and regulations of the SEC thereunder and none of such
documents, when so filed, contained an untrue statement of material fact or omitted 16 state any material fact
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required o be stated thercin or nocessary to make the statements made, in light of the circumstances under which
they were made, not misleading; (i) its execution, delivery, and performance of this Agreement are within the
power and authority of Jennifer and have been duly authorized by Jennifer and no other approval or authorization is
required, (iv} this Agreement has been duly executed and delivered by it and constitutes its legal, valid, and binding
obligation, enforceable in accordance with the terms hereof, subject to bankruptey, insolvency, fraudulent
conveyance, and similar laws affecting the rights or remedies of creditors generally, and (v} none of the execution
and delivery of this Agreement or compliance with the terms and provisions hereof by Jennifer will violate, conflict
with, or result in a breach of, its certificate of incorporation or bylaws or other constitutive document, any applicable
law or regulation. any order, writ, injunction, or decree of any court or governmental authority or agency. or any
agreement or instrument to which it is a party or by which it is bound or to which it 1s subject,

Mengnu represents and warrants that (i) it is validly existing as a corporation in good standing under the
laws of the People’s Republic of China and has all the requisite corporate power and authority to enter into this
Agreement and to perform its obligations hereunder and (if) assuming this Agreement has been duly executed by
Jennifer and constitutes the valid and legally binding obligation of Jemnifer, this Agreement constitutes the valid and
legally binding obligation of Mengnu.

Jenmifer on behalf of itself and each of the other Jennifer Companies hereby consents to any
application by Mengnu for a hearing on any motion to obtain relief from the stay under Section 362 of the
Bankruptcy Code upon no more than five days” notice,

9. Governing Law; Jurisdiction. This Agreement shall be governed by and construed in
accordance with the internal laws of the state of Mew York, without regard to emy conflicts of law provisions which
would require the application of the law of any other jurisdiction. By its execution and delivery of this agreement,
cach of the parties hereby irrevocably and unconditionally agrees for itself that any legal action, suit, or proceeding
agaist 1t with respect to any watter under or arising out of or in conmection with this Agreement or for recognition
or enforcement of any judgment rendered in any such action, suit, or proceedimg, shall be brought in the United
States District Court for the Southern District of MNew York, and, by execution and delivery of this Agrecment, cach
of the parties hereby irrevocably accepts and submits itself to the exclusive jurisdiction of such court, in any action,
suit or proceeding to enforce any of the terms or provisions of this Agreement, unconditionally, with respect to any
such action, suit, or proceeding and agrees that service of process in connection therewith shall be effective if made
by first class mail, postage prepaid and, if mailed to Mengnu, with the highest priority and most expeditious delivery
available for delivery o -as, and shall not contest the form of manner of such service. Nmmm»undm? the
foregoing consent to New ¥ mk jurisdiction, upon the commencement of the Chapter 11 Cases, the parties agree thal
the Bankruptcy Court shall have exclusive jurisdiction of all matters arising out of or in connection with Mengnu's
and Jennifer's obligations under this Agrecment and that the parties shall not seek to enforce this Agreement in any
other court so long as the Bankruptey Court retains jurisdiction of the Chapter 11 Cascs.

10, Specitic Performance. [t is understood and agreed by the parties to this Agreement that
money damages would not be a sufficient remedy for any breach of this Agreement by any party, and cach non-
breaching party shall be entitled to seek specific performance and injunctive or other equitable relicf as a remedy of
any such breach, including, without limitation, an order of the Bankruptey Court requiring any party to comply
promptly with any of is obligations hereunder.

it Rescrvation of Hights. This Agreement is part of a proposed settlement of disputes
between the parties hereto. Except as expressly provided 1n this Agreement, nothing herein is intended to. or does, in
any manuer waive, livnit, impair or restrict the ability of the Company or Mengau o protect and preserve its rights,
reruedies and interests, or its full participation m any bankruptey case filed by the Company. If the transactions
contemplated herein or in the Plan of Reorganization are not consumrmated, or if this Agreement is terminated, the
parties hereto fully reserve any and all of their rights. Pursuant to Rule 408 of the Federal Rules of Evidence and any
applicable state rules of evidence. this Agreement shall not be admitied into evidence in any proceeding other than a
proceeding to enforce its terms.

iz, Headings. The headings of the Sections and Subsecticns of this Agreement are insarted
for convenience only and shall not affect the terpretation hereof,

I



13. Suecessors and Assigns. This Agreement 15 intended to bind and mure to the benefit of
the parties and their respective successors, assigns, heirs, executors, administrators and representatives.

14. Notices, Motices given under this agreement shall be given by, if to the Company, by first
class mail, postage prepaid, return receipt requested, or, if to Mengnu, by Federal Express priority international
delrvery, or if to either party by ¢-mail through the internet, as follows:

If 1o the Company:

Jennifer Convertibles, Inc.
417 Crossways Park Drive
Woodbury, NY 11797
Attn: Harley Greenfield
Ramni Abada
c-mail: higharieviasl.comy AND mrm79@aol com

with a copy to

Olshan Grundman Feome Rosenzwelg & Wolosky LLP
Park Avenue Tower
65 Fast 35 Street
Mew York, Mew York 10022-1106
At Michael Fox, Esq.
Jordanna Nadritch, Esq.
c-mail mtox@olshardaw com AND
jnaditch(@nadritch@olshanlaw.com

If to Mengna:

Mengnu Group

101 Longxling Road

Economic Development Zone
Haining Zhejiang, 31440

Atin: Morms Zou

e-matls momiszon@mengnn, com

with a copy (o

Lawrence A. Darby, {11

410 Park Avenue

Suite 1530

New York, Mew York 10022

e-mail: ladarby@gmail com

~and-

James Jiang

kg & Wood

444 Madison Avenue

42d Floor

MNew York, New York 10022

e-mail: pangyiwei@kingandwood.com



. andw

Neiger LLP

317 Madison Avenue, 21% Floor
New York, NY 10017

Attn: Edward E. Neiger, Esq.
e-mail: eneiger@neigerlip.com

15, Counterparts. This Agreement may be executed in one or more counterparts, each of
which shall be deemed an oniginal and all of which shall constitute one and the same Agreement. This Agreement
may be executed and delivered by hand, facsimile, or by electronic mail in portable document format.

16. Amendments and Walvers. This Agreement may not be modified, amended, or
supplemented except in writing signed by the party against which enforcement of such modifization, arnendment or
watver 18 sought.

17. Mo Third Party Beneficiaries. Unless expressly stated herein, this Agreement shall be
solely for the benefit of the parties hereto and no other person or entity is intended as a beneficiary hereof,

18.. Mg Boligitation. This Agreement is not and shall not be deemed to be a solicitation for
votes i favor of the Reorganization Plan in the Chapter 11 Cases in contravention of section 1125 of the
Bankruptey Cods. Mengnu's vote with respect to the Plan of Reorganization will not be solicited until Mengiu has
received the Mlan of Reorganization and Disclosure Statement, in each case as approved by the Bankruptey Court.
Each party hereto acknowledges that it has been represented by counsel in cormection with this Agreement and the
transactions confemplated herehy,

i, Severability. Whenever possible, cach provision of this Avreemendt shall be
terpreted in such manner as to be eftective and valid under applicable law, but if any provision of this Agreement
shall be prohibited by or invalid under applicable kaw, such provision shall be ineffective to the extent of such
prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of this
Agrecment.sad




1N WETNESS WHEREQF, cach of the partics horeto has caused this Agreement to be executed
and delivered by its duly suthorized officer as of the dute first shove written,

SJENNIFER CONVERTIBLES, INC.

By: b% %@

MName: / v
Title:  je ﬁmw/c’g@

HAINING MENCNU GROUP CO.LTD

By:

Mare:
Ve
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IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be exccuted
and delivered by its duly authorized officer as of the date first above written.

JENNIFER CONVERTIBLES, INC.

By:

Name:
Title:

HAINING MENGNU GROUP CO. LTD,

YaoXiaff [
Title: Chairmang#the Board



EXHIBIT A



NON-INCLUSIVE AND PRELIMINARY S¥ UMMARY OF TERMS REL ATING TO
PLAN OF RE ‘@R%}ANE@A?E@N OF JENNIFER CONVERTIR] B8, INC.

This term sheet (the © erm Sheet”) generally and preliminarily outlines the principal terms and
conditions of a « !apéc 13 plan (the “Plan™) to be filed by Jenmf& onvertibles, Inc. and its
subsidiaries (¢ ollectively, “Jepnifer”). The terms discussed herein are an integrated compromise
and are intended to reflect the s;;anwmx terms of a proposed Plan, This T erm Sheet is for the sole
purpose of providing a framework for discussion and any agreement relating thereto is subject to
documentation in form and substance acceptable to Jennifer and Mengnu and thus shall not be
construed ag a commitment of any kind to enter into the PI. ant described herein or any agreement
with respect thereto.  Acc ordingly, %e Term Sheet is prov zde}d i furtherance of settlement
discussion and is intended to be ent atf to the protections of Rule 408 of the Federal Rules of
Evidence and anv other applicable statutes or doctrines,

zjqiﬁ E&E

Ot e

%é‘ C h&,z{wr rase

nization of the Jeny
Compamc:s as pmmduﬁ h@z Sin ( the Jennifer Companies, as
50 reor 03;51?@(3 being « m?iwiweﬁy called, “Reorganized
J, - On the Plan’s effective date, the shares of
Reorgar % Tennifer will be held 95% by v Mengnu, and 5%
by general unsecured creditors of Jennifer and there shali
not be more than 450 holders of record (within the meaning
of Rule Iﬁgf?vi nder the Securities Exchange Act of 1934,

On the effective date, the Reor ganized Debtor or it agent
shall be responsible for {a) resolution of all disputed € l% ”””
general unsecured claims against Jennifer’s estates and
maintenance of dj isputed claims reserve for such clatms, and
(b) pursuing any causes of ac ctions, including, without
timitation, those arising under Chapter 5 of the Bankruptcy
Code.

The Plan « ,'liipt”wf'ir‘ for the satisfaction of claims against
and interests in Jennifer as provided below. See
Classification and Treatment of Claims.

The Plan will provide for customary releases to Jennifer and

S96416-3



Classification and Trea
¢

9964163

e

1)

gy

e g i
WS Qitic

Administrative Expense ¢ _laims. Each holder of an allowed
administraiive expenge claim, which will primarily consist
of 503(b)(9) claims, pﬁ)i&s%t?&s fees amd administrative
pfi\’mwntm will be paid in full on the e tective date of the
Plan; provided, howeyv er, if Jennifer does n¢ ahcm,, sufficient
funds available to pay these claims in full at the effectis
date, or the holder of the administrative claim @m@m/iw
agrees, such claims will pe paid on terms acceptable the
holder of the allowed administrative claim.

] Hach holder of an allowed priority tax
claim will be paid (a) in full in cash on the effective date,
(b} in installments over five years (in accordance with
Section 1290 C) of Bankruptcy Code), or (c) as
otherwise agreed.

s of an allowed unsecurad,
WE et E“m impaired and on the later of the
date or the | i /
H(swa -

such unsecu

enii: To secure the

T

L

of the purchas przw‘ {

rchase Price” } of é:’wx,fu
acquired by Jennifer ﬁ% 1 ‘\/1 gau on or after date of gra
of purchase money ‘»*u:m*m interest (the “Purchased
Geods™) and any interest acerued on overdue payments of
the Purchase Price, k nmifer is g

anting Mengnu a first
priority perfected purchase mone: ¥ security interest in all
inventory fepresenting the Purchased Goods and al]
proceeds thy mmﬁ Such security interest shall attach to the
Purchased Goods ;a/hw Jennifer has rights therein and be

contirmed by the ha ankruptcy court in a first t day order.

bi n.ﬁ, PET f:

tion of its claims, Mengnu will convert $13

million of its ¢ claim, which amount shall include its entire
secured claim and, to the extent such secured claim is less
than $13 million, all or a portion of its unsecured claim that
when added 1o its secured claim equals $13 million (or, if its
total secured claim plus its total unsecured claim is less than
$13 million, the full amount of its claim) into common stock
of Reorganized Jennifer so that, after giving effect to such

[



conversion, inchiding the conversion of any allowed
unsecurad clanm of ‘Mengnu inte common stock of
Reorganized Jennifer as provided below, Mengnu will hold
95% of the common stock of Reorganized Jennifer to be
outstanding upon confirmation T upon exit from bank uptcy
and fulfillment of the Plan,

&lass 2 (A) Critical Vendor C laim of Menenu- 1 Mengnu

Jennifer will apply to have Mer ngnu treated as a critical
vendor and sole source supplier to the Jennifer stores and
will agree to pay I fengnu $400,000 per week during the
pendency of the ;,haptc:r I'1 reorganization, which amount
shall be applied to pay outs tanding amounts due from
JTennifer to Mengnu on account of pre-petition indebtedness
and not included in Class | above, such pavments to be
applied first to the earliest dated pa: *ﬁ"&blw On account of
its critical vendor status, Men ignu will agree to continue to

Tt 1y e

ected amounis

31 goads or
dance with an ordering and shipping
e upon by Jennifer and M
timie to time which shall be consistent with the p
! shi ices followed

narties

Y5l ey

Lin default in its obligation to

o
[

tical vendor payments referred to abov €
and {M kﬁﬂif'@%‘ ma%rﬁ‘aﬁns an aggregate cash balance of ot

east $2.0 million. If Menany shall default in its obligation
te honor Jfﬁ:rsnf orders mutually agreed to, so lone as mab

default continues unremedied Jennifer shall not be
to continue to make the critical vendor payments, Ié; ﬂ*ﬁs
discussions, Jennifer and Mengnu are unable to agree upon
an ordering and shipping schedule or changes thereto
propased by either party, lﬁmém may notify Mengnu that it
is terminating its status as a critical ver ador from that point
forward and Mengnu shall have no ﬁmhw obligation to
honor orders from Jennifer and Jennifer shall be entitied to
treat any excess of the cumulative amount paid by it on
account of eritical vendor payments over the purchase price
of goods it received during the bankruptcy as not being
applied to reduce pre-petition indebtedness and instead
credit such excess to payment for goods received during the
bankruptcy with the payments bei g applied first to the

9964163
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ing the Chapter [ 1, Jennifer

received by it during the

5
Chapter 11 case on open terms, 90 days from receipt of

Class 2(B) Ashlev License - Ashley: as licensor, on account
of its $850,000 prepetition claim will continue receive
paymenis on 30 days terms. Provided the terms are current
with Ashley, upon en nergence, the Ashley license
agreements will be assumed by Reor ganized Jennifer

” -~

§ 3 - General Unsecured Claims: Each holder of an
allowed general unsecured claim shall receive on account of
its ailomjd claim a pro rata share of iy $1.4 million
principal amount of unsecured notes {(or, if the amount of
ai%a‘m&d ,!azma is less than $14.0 millio on, 10% of E:Ew
amount of allov d unsecured claims) and (ii) a percenta

‘ sioe uf k“e*mmz ized mm mr ,Jw?’

3 KL \wg
be more than 450

wsue with
4 Y% per annu
a’fi, that, i,md there shall be conspic cuously

of each certificate for a share m‘ COMIMon

all
ammd on th
stock that, unless authorized by the Board of Director uf

ﬂ)

o

hz;fsqargmzmd Jennifer, no transfer or registration of tra
shall be permitted £, as a result thereof, Eaz:;a‘jmanize"?
Jennifer would have more than 499 holders of record of its
common stock and any transfer or attempted transfer to the
contrary shall be void.

Jass 4 - Preferred gz%?s;‘n;:“f‘
wnterests will have their inters

},

Class 5 - Common dStoek: Holders of common stock and of

all options and other rights to purchase or otherwise acquire
such shares will have their interests fully extinguished and
cancelled,

The I‘ lan shall pib‘\/idﬁ that any claim or interest not
included in any of the classifications set forth above shall be



Board of usrmw:‘& and

On the effective date, Reor mmzw Yennifer shall implement
a Management Incentive Plan providing for incentive stoc
aptions in amounts and on and = subject to certain custor ary
vesting ;refsodé and terms and mﬂdmm approved by “ihc
Board of Directors of Reo rgarized Jennifer and satisfactor v
to Mengnu.

On the effective date, the board of direciors shall be
comprise u of 5 directc ors, all of which shall have been
nominated and approved by Mengnu but two of which shalj
be Rami Abada and ﬁar?m u;r@r:m‘mﬁ The certificate of
incorporation and by-laws of Reor ganized Jc:mmf@r %h 1 be
z?m: same as currently exists with such changes thereto, if
ny, as Mengnu shall have expressly agreed to in w

Jz

(1
Keor
w s
&ial
iy

P
Y OLE

(it} Classes 4 and 5 Interests shall be f"m{ft‘ﬂf‘d
terminated and ex tmguj ad and will be f%:f*e med o
reject the Plan.

(iv)  On the effective date, Jennifer will assume all

executory contracts that have not been des smaiec

be rejected,

(v} Ifappointed, any y Creditors” Commitiee shall be
dissoived as of the Effective Date

(vi) The Plan will contain standard general releases of
dww tors and officers of Jennifer and standard

exculpation for activities of Jennifer during the

chapter 11 cases and in connection with the Plan,

including a channeli ing mys iction vis a vis the
California Class Action litigation.

(vii) The Plan will contain othey customary terms,
including, without limitatio i, in de:m 1ty,

v

Jurisdictional retention provisions, conditions and
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onfirmes

i

v e
[0 1

{ii}

i 1all be in form and

Such Uthﬁf conditions as contained in the Plan and
which shali be sat istactory to Mengnu and whick
shall in 1* de any condition not inconsisten i
othér terms and provisions set forth in this
Sheet as Mengnu shall request

Term

Ihe Confirmation Order shall have been entered on
' sankruptey Cases by the

v Court, fourteen days shal [ ha

N il

, and the € ozmwm ion Ordes
d unappeal

assed

shall he






