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PRELIMINARY PROXY STATEMENT SUBJECT TO COMPLETION, DATED OCTOBER 12, 2007

Movie Star, Inc.
1115 Broadway
New York, New York 10010

Dear shareholder:

You are cordially invited to attend a special meeting in lieu of the annual meeting of shareholders of Movie Star, Inc.,
a New York corporation, to be held on , 2007, at , Eastern Time. The special meeting will be held at

On December 18, 2006, we entered into an Agreement and Plan of Merger and Reorganization (we refer to this
agreement, as amended, as the merger agreement) with Fred Merger Corp., a Delaware corporation and wholly-owned
subsidiary of Movie Star, and FOH Holdings, Inc., a Delaware corporation, the parent and sole stockholder of
Frederick’s of Hollywood, Inc. FOH Holdings is owned by Tokarz Investments, LLC and certain funds and accounts
affiliated with, managed by, or over which Fursa Alternative Strategies LLC or any of its affiliates exercises
investment authority. Michael T. Tokarz is the sole controlling person of Tokarz Investments and is also the sole
controlling person of TTG Apparel, LLC, which currently owns 3,532,644 shares of our common stock.

As described in this proxy statement, upon completion of the merger, each stockholder of FOH Holdings will have the
right to receive shares of our common stock equal to the product of (i) the number of shares of FOH Holdings
common stock held by such stockholder of FOH Holdings immediately prior to the effective time of the merger
multiplied by (ii) an exchange ratio of 17.811414. As a result of the merger, we anticipate issuing approximately

23.7 million shares of our common stock to the stockholders of FOH Holdings, 20% of which will initially be placed
in escrow pursuant to the merger agreement and an escrow agreement.

The board of directors of Movie Star unanimously approved the merger agreement and the transactions contemplated
thereby on the unanimous recommendation of a special committee comprised entirely of independent directors.

As described in this proxy statement, at the special meeting, you will be asked to consider and vote upon the following
proposals:

* stock issuance proposal — a proposal to approve the issuance of shares of our common stock in
connection with the merger, the rights offering and other transactions contemplated by the
merger agreement, which we currently estimate to be approximately 37.7 million shares based
upon an estimated price of $2.31 per share, which represents the average of the closing prices of
our common stock for the 20 trading days ending on September 28, 2007, and after giving



Edgar Filing: MOVIE STAR INC /NY/ - Form PRER14A

effect to any applicable discounts or premiums;

* increase of authorized common stock proposal — a proposal to amend our certificate of
incorporation to increase the number of authorized shares of our common stock from
30,000,000 to 200,000,000 shares;

* name change proposal — a proposal to amend our certificate of incorporation to change the name
of Movie Star, Inc. to Frederick’s of Hollywood Group Inc.;

» preferred stock proposal — a proposal to amend our certificate of incorporation to authorize the
issuance of up to 10,000,000 shares of preferred stock, $.01 par value per share, and to establish
the terms, rights, preference and privileges of the Series A Preferred Stock, a new series of
preferred stock to be issued in connection with the transactions contemplated hereby;

* reverse stock split proposal — a proposal to authorize our board of directors, in its discretion, to
amend our certificate of incorporation to effect a reverse stock split of our outstanding common
stock simultaneous with the closing of the merger within a range to be determined by our board
of directors from 9 for 10 to 1 for 2, in order to satisfy the minimum price requirement of
$2.00 per share for continued listing on the American Stock Exchange;
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* amended and restated 2000 performance equity plan proposal — a proposal to adopt an Amended
and Restated 2000 Performance Equity Plan to increase the number of shares of our common
stock available for issuance under the plan from 750,000 shares to 4,000,000 shares and to add a
500,000 share limit on grants to any individual in any one calendar year;
» director election proposal — a proposal to elect eleven directors to our board of directors to serve
from the effective time of the merger until the annual meeting of shareholders to be held in
2008 and their successors are elected and qualified; and
* adjournment proposal — a proposal to authorize the adjournment of the special meeting to a later
date or dates, if necessary, to permit further solicitation and vote of proxies if there are
insufficient votes at the time of the special meeting to adopt any of the foregoing proposals.
If holders of record of (a) a majority of the outstanding shares of Movie Star common stock as of , 2007 and
(b) a majority of the outstanding shares of Movie Star common stock that are held by shareholders other than TTG
Apparel and its affiliates and associates who are entitled to vote in person or by proxy at the special meeting vote to
approve the stock issuance proposal, the increase of authorized common stock proposal, the name change proposal
and the preferred stock proposal and the other conditions in the merger agreement are satisfied or waived, Fred
Merger Corp. will be merged with and into FOH Holdings and FOH Holdings will become our wholly-owned
subsidiary.

Movie Star common stock is listed on the American Stock Exchange under the trading symbol ‘‘MSI.”” On September
28, 2007, the closing sale price of Movie Star common stock was $2.26.

Your vote is very important, regardless of the number of shares you own. Whether or not you plan to attend the
special meeting, please promptly complete, sign and return the enclosed proxy card in the envelope provided. Your
shares then will be represented at the special meeting. Note that a failure to vote your shares has the same effect as a
vote against the stock issuance proposal, the increase of authorized common stock proposal, the name change
proposal, the preferred stock proposal and the reverse stock split proposal. If a written proxy card is signed by a
shareholder of Movie Star and returned without instructions, the shares represented by the proxy will be voted FOR
the adoption of each of the proposals above. If you attend the special meeting, you may, by following the procedures
discussed in this proxy statement, withdraw your proxy and vote in person.



Edgar Filing: MOVIE STAR INC /NY/ - Form PRER14A

The notice of special meeting, proxy statement and proxy card explain the proposed merger and related transactions
and provide specific information concerning the special meeting. Please read these materials carefully. In particular,
please see the section entitled ‘‘Risk Factors’’ beginning on page 17 of this proxy statement.

Our board of directors has determined that the stock issuance proposal, the increase of authorized common stock
proposal, the name change proposal, the preferred stock proposal, the reverse stock split proposal, the amended and
restated 2000 performance equity plan proposal, the director election proposal and the adjournment proposal are in the
best interests of our shareholders. Our board of directors unanimously recommends that you vote or give instruction to
vote ‘‘FOR’’ the approval of these proposals.

On behalf of the board of directors, I would like to express our appreciation for your continued interest in Movie Star.
We look forward to seeing you at the special meeting.

Sincerely,

Melvyn Knigin
Chairman, President and Chief Executive Officer

Neither the Securities and Exchange Commission nor any state securities commission has passed upon the fairness or
merits of the proposed transaction nor upon the accuracy or adequacy of the information contained in this proxy
statement. Any representation to the contrary is a criminal offense.

This proxy statement is dated , 2007 and is first being mailed to Movie Star, Inc. shareholders on or about
, 2007.
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MOVIE STAR, INC.
1115 Broadway
New York, New York 10010

NOTICE OF A SPECIAL MEETING IN LIEU OF THE ANNUAL MEETING
OF SHAREHOLDERS
TO BE HELD ON , 2007

TO THE SHAREHOLDERS OF MOVIE STAR, INC.:

NOTICE IS HEREBY GIVEN that a special meeting in lieu of the annual meeting of shareholders of Movie Star,
Inc., a New York corporation, will be held at a.m. Eastern Time, on , 2007, at
. You are cordially invited to attend the meeting, which will be held for the following purposes:

(1) to consider and vote upon a proposal to approve the issuance of shares of our common stock,
which we currently estimate to be approximately 37.7 million shares, based upon an estimated
price of $2.31 per share, which represents the average of the closing prices of our common
stock for the 20 trading days ending on September 28, 2007, and after giving effect to any
applicable discounts or premiums. In connection with the merger, the rights offering and other



Edgar Filing: MOVIE STAR INC /NY/ - Form PRER14A

transactions contemplated by the Agreement and Plan of Merger and Reorganization (we refer
to this agreement, as amended, as the merger agreement), dated as of December 18, 2006, by
and among Movie Star, Fred Merger Corp., a Delaware corporation and wholly-owned
subsidiary of Movie Star, and FOH Holdings, Inc., a Delaware corporation, the parent and sole
stockholder of Frederick’s of Hollywood, Inc., a copy of which is attached to this proxy
statement as Annex A. We refer to this proposal as the stock issuance proposal;

(2) to consider and vote upon a proposal to amend our certificate of incorporation to increase the
number of authorized shares of Movie Star common stock from 30,000,000 to 200,000,000
shares. We refer to this proposal as the increase of authorized common stock proposal;

(3) to consider and vote upon a proposal to amend our certificate of incorporation to change the
name of Movie Star, Inc. to Frederick’s of Hollywood Group Inc. We refer to this proposal as
the name change proposal;

(4) to consider and vote upon a proposal to amend our certificate of incorporation to authorize the
issuance of up to 10,000,000 shares of preferred stock, $.01 par value per share, and to establish
the terms, rights, preference and privileges of the Series A Preferred Stock, a new series of
preferred stock to be issued in connection with the transactions contemplated hereby. We refer
to this proposal as the preferred stock proposal;

(5) to consider and vote upon a proposal to authorize our board of directors, in its discretion, to
amend our certificate of incorporation to effect a reverse stock split of our outstanding common
stock simultaneous with the closing of the merger within a range to be determined by our board
of directors from 9 for 10 to 1 for 2, in order to satisfy the minimum price requirement of $2.00
per share for continued listing on the American Stock Exchange. We refer to this proposal as
the reverse stock split proposal;

(6) to consider and vote upon a proposal to adopt an Amended and Restated 2000 Performance
Equity Plan to increase the number of shares of our common stock available for issuance under
the plan from 750,000 shares to 4,000,000 shares and to add a 500,000 share limit on grants to
any individual in any one calendar year. We refer to this proposal as the amended and restated
2000 performance equity plan proposal;

(7) to consider and vote upon the election of eleven directors to our board of directors to serve from
the effective time of the merger until the annual meeting to be held in 2008 and their successors
are elected and qualified. We refer to this proposal as the director election proposal; and

Table of Contents
(8) to consider and vote upon a proposal to authorize the adjournment of the special meeting to a

later date or dates, if necessary, to permit further solicitation and vote of proxies in the event

there are insufficient votes at the time of the special meeting to adopt any of the foregoing

proposals. We refer to this proposal as the adjournment proposal.
These items of business are described in more detail in this proxy statement, which we encourage you to read in its
entirety before voting. Only holders of record of Movie Star common stock at the close of business on ,
2007 are entitled to notice of the special meeting and to vote and have their votes counted at the special meeting and
any adjournments or postponements of the special meeting. An adjournment or postponement of the special meeting
may occur to solicit additional votes. Movie Star will not transact any other business at the special meeting or any
adjournment or postponement of it.

The stock issuance proposal, the increase of authorized common stock proposal, the name change proposal and the
preferred stock proposal must be approved by both (a) the affirmative vote of holders of a majority of the shares of
Movie Star common stock outstanding on the record date and (b) the affirmative vote of holders of a majority of the
shares of Movie Star common stock that are held by shareholders other than TTG Apparel, LLC and its affiliates and
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associates on the record date. TTG Apparel currently owns 3,532,644 shares of our common stock and the sole
controlling person of TTG Apparel is Michael T. Tokarz, its manager. Mr. Tokarz is also the sole controlling person
of Tokarz Investments, LLC which holds approximately 50% of FOH Holdings common stock. The reverse stock split
proposal must be approved by the affirmative vote of holders of a majority of the shares of Movie Star common stock
outstanding on the record date. The amended and restated 2000 performance equity plan proposal and the adjournment
proposal must be approved by the affirmative vote of holders of a majority of the shares of Movie Star common stock
present in person or represented by proxy and entitled to vote at the meeting. Those directors who receive a plurality
of votes cast for the respective positions will be elected. If the stock issuance proposal, the increase of authorized
common stock proposal, the name change proposal and the preferred stock proposal, all of which are conditions to the
merger, are approved and the other conditions to the merger are satisfied or waived, Fred Merger Corp. will be merged
with and into FOH Holdings, and FOH Holdings will become our wholly-owned subsidiary. If the proposals that are
conditions to the merger are not approved, the other proposals, including the election of directors, will not be
presented to the shareholders for a vote.

Our board of directors unanimously approved the merger agreement and the transactions contemplated thereby on the
unanimous recommendation of a special committee comprised entirely of independent directors. Our special
committee engaged Chanin Capital, LLC to serve as its financial advisor. On December 18, 2006, Chanin delivered an
opinion to our special committee, a copy of which is attached to this proxy statement as Annex C, on which our board
of directors was entitled to rely, stating that, as of such date, the consideration to be paid by Movie Star to the holders
of FOH Holdings common stock is fair to the holders of Movie Star common stock from a financial point of view.
Our board of directors has also determined that the stock issuance proposal, the increase of authorized common stock
proposal, the name change proposal, the preferred stock proposal, the reverse stock split proposal, the amended and
restated 2000 performance equity plan proposal, the adjournment proposal and the election of each of our nominees
for director are in the best interests of our shareholders. Our board of directors unanimously recommends that you
vote or give instruction to vote ‘‘FOR’’ the approval of these proposals and in favor of each of our nominees for
directors. FOH Holdings’ board of directors and stockholders already have approved the merger agreement and the
transactions contemplated thereby.

All Movie Star shareholders are cordially invited to attend the special meeting in person. However, to ensure your
representation at the special meeting, you are urged to complete, sign, date and return the enclosed proxy card as soon
as possible. If you are a shareholder of record of Movie Star common stock, you also may cast your vote in person at
the special meeting. If your shares are held in an account at a brokerage firm or bank, you must instruct your broker or
bank on how to vote your shares. If you do not vote or do not instruct your broker or bank how to vote, it will have the
same effect as voting against the stock issuance proposal, the increase of authorized common stock proposal, the name
change proposal, the preferred stock proposal and the reverse stock split proposal.

Your vote is important regardless of the number of shares you own. Whether you plan to attend the special meeting or
not, please sign, date and return the enclosed proxy card as soon as possible in the envelope provided.
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Thank you for your participation. We look forward to your continued support.
By Order of the Board of Directors

Saul Pomerantz, Secretary
, 2007
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Before voting, you should carefully review all of the information contained in the proxy statement. IN
PARTICULAR, YOU SHOULD CAREFULLY CONSIDER THE MATTERS DISCUSSED UNDER ‘‘RISK
FACTORS”’ BEGINNING ON PAGE 17.
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SUMMARY TERM SHEET

This summary highlights selected information from this proxy statement and does not contain all of the information
that may be important to you. To better understand the merger and related transactions, you should read this entire
document carefully, including the merger agreement and the amendment to the merger agreement, which are attached
to this proxy statement as Annex A and Annex B, respectively. Except where the context otherwise requires,
references to the merger agreement refer to the merger agreement, as amended. The merger agreement is the legal
document that governs the merger and certain of the other transactions that will be undertaken in connection with the
merger. It is also described in detail elsewhere in this proxy statement.

In this proxy statement, all references to ‘‘Movie Star,”” “‘we,”” “‘us’’ and ‘‘our’’ refer to Movie Star, Inc. and its subsidiaries,
except where the context makes it clear that the reference is only to Movie Star itself and not its subsidiaries.
Depending on the context, such references will either refer to (i) Movie Star, Inc. prior to giving effect to the merger
or (i) Movie Star, Inc. as the parent company following the merger (which name will change to Frederick’s of
Hollywood Group Inc. upon consummation of the merger). In this proxy statement, all references to ‘‘FOH Holdings’’
refer to FOH Holdings, Inc. and its subsidiaries prior to giving effect to the merger, except where the context makes it
clear that the reference is only to FOH Holdings itself and not its subsidiaries. In this proxy statement, all references to
“‘Frederick’s of Hollywood’’ refer to Frederick’s of Hollywood, Inc. and its subsidiaries prior to giving effect to the
merger, except where the context makes it clear that the reference is only to Frederick’s of Hollywood itself and not its
subsidiaries. In this proxy statement, all references to the ‘‘combined company’’ refer to Movie Star, Inc. and its
subsidiaries after giving effect to the merger, except where the context makes it clear that the reference is only to
Movie Star itself and not its subsidiaries. In this proxy statement, we sometimes refer to Fred Merger Corp. as Merger
Sub, Fursa Alternative Strategies LLC as Fursa, Tokarz Investments, LLC as Tokarz Investments, TTG Apparel, LLC
as TTG Apparel and Chanin Capital, LLC as Chanin.

* Parties to the Merger. The parties to the merger are Movie Star, Inc., a New York corporation,
FOH Holdings, Inc., a Delaware Corporation, the parent and sole stockholder of Frederick’s of
Hollywood, Inc., and Fred Merger Corp., a newly formed Delaware corporation and a wholly-owned
subsidiary of Movie Star. See ‘‘Parties to the Transactions.”’

* The Merger. Upon closing of the merger, Fred Merger Corp. will merge with and into FOH
Holdings and FOH Holdings will become our wholly-owned subsidiary. See ‘“The Merger
Agreement.”’

* The Merger Agreement. The merger agreement provides for our representations and warranties to
FOH Holdings and FOH Holdings’ representations and warranties to us, covenants relating to the
conduct of each of our businesses, consents and approvals required for and conditions to the
completion of the merger and our ability to consider other acquisition proposals. The merger
agreement also provides for the payment of merger consideration at the effective time of the merger.
See ‘‘“The Merger Agreement.’’

*  Merger Consideration. Upon completion of the merger, stockholders of FOH Holdings will have
the right to receive shares of our common stock equal to the product of (i) the number of shares of
FOH Holdings common stock held by each stockholder of FOH Holdings immediately prior to the
effective time of the merger multiplied by (ii) an exchange ratio of 17.811414. As a result of the
merger, we anticipate issuing approximately 23.7 million shares of our common stock to the
stockholders of FOH Holdings, 20% of which will initially be placed in escrow pursuant to the
merger agreement and an escrow agreement, as described below. See ‘‘The Merger Agreement—Merger
Consideration,”” ‘“The Merger Agreement—Escrow Arrangements’’ and ‘‘Other Transaction

12
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Documents—Escrow Agreement.”’

Exemption from Registration. The issuance of our common stock to the FOH Holdings
stockholders in the merger is exempt from registration pursuant to Section 4(2) of the Securities Act
of 1933, as amended and/or Rule 506 of Regulation D under the Securities Act. See ‘‘The Merger
Agreement—Exemption from Registration.”’
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Termination of the Merger Agreement. The merger agreement contains provisions addressing the
circumstances under which FOH Holdings or we may terminate the merger agreement. In addition,
the merger agreement provides that, in certain circumstances, we may be required to pay FOH
Holdings a termination fee of $300,000 plus transaction expenses of FOH Holdings and its
stockholders. See ‘‘The Merger Agreement—Termination’’ and ‘‘—Effect of Termination.”’
Escrow Arrangements. In connection with the transactions contemplated by the merger agreement,
we will enter into an escrow agreement with designated stockholder representatives of the holders of
FOH Holdings common stock. Pursuant to the escrow agreement, 20% of the shares of our common
stock to be issued to each stockholder of FOH Holdings in connection with the merger will be held
in escrow to cover indemnification claims that may be brought by us for certain matters, including
breaches of representations, warranties and covenants of FOH Holdings under the merger
agreement. Shares remaining in escrow will be released following the 18-month anniversary of the
effective time of the merger, subject to extension under certain circumstances. Similarly, treasury
shares of our common stock representing 7.5% of the aggregate number of issued and outstanding
shares of our common stock prior to the effective time of the merger will be deposited into escrow to
cover any indemnification claims that may be brought by FOH Holdings’ stockholders against Movie
Star, which shares will be returned to us following the 18-month anniversary of the effective time of
the merger, subject to certain conditions and to the extent not used to satisfy these indemnification
claims. See ‘‘The Merger Agreement—Escrow Arrangements’” and ‘Other Transaction Documents—Escrow
Agreement.”’

Opinion of our Financial Advisor. On December 18, 2006, Chanin delivered a written opinion to a
special committee of our board composed of independent directors, which we refer to as our special
committee, to the effect that, as of such date, the merger consideration to be paid in the proposed
merger with FOH Holdings was fair, from a financial point of view, to our shareholders. The full
text of Chanin’s opinion is attached to this proxy statement as Annex C. Chanin’s opinion does not
constitute a recommendation to any of our shareholders as to how such shareholders should vote
with respect to any of the proposals contained in this proxy statement. You are encouraged to read
this opinion in its entirety. See ‘‘The Merger and Related Transactions—Opinion of Financial Advisor to
Special Committee.”’

Rights Offering; Standby Purchase Agreement. As provided by the merger agreement, our
shareholders will have the opportunity to purchase shares of our common stock at a 15% discount
through our offering of non-transferable rights to purchase shares of our common stock. If all such
rights are exercised, we will raise aggregate gross proceeds of $20 million. We have filed a
Registration Statement on Form S-1 (No. 333-143619) with the Securities and Exchange
Commission for the registration of such securities under the Securities Act of 1933, as amended. We
have entered into a standby purchase agreement with Fursa and certain funds and accounts affiliated
with, managed by, or over which Fursa or one of its affiliates exercises investment authority,
including, without limitation, with respect to voting and dispositive rights, as specified in the
standby purchase agreement (we collectively refer to these entities as the Fursa standby purchasers),
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Tokarz Investments and TTG Apparel, pursuant to which the Fursa standby purchasers, Tokarz
Investments and TTG Apparel have each agreed to purchase shares not subscribed for in the rights
offering. As necessary, the Fursa standby purchasers have agreed to purchase, on a several but not
on a joint and several basis, 50% of such unsubscribed shares, and Tokarz Investments and TTG
Apparel have agreed to purchase the remaining 50% of such unsubscribed shares. As consideration
for these commitments, we will issue warrants with an exercise price equal to the subscription price
of the new shares in the rights offering, representing the right to purchase, in the aggregate,

shares of our common stock, or 10.5% of the total number of shares to be offered in the
rights offering. Tokarz Investments and TTG Apparel each have agreed not to purchase any such
new shares other than pursuant to their commitments under the standby purchase agreement. TTG
Apparel currently owns 3,532,644 shares of our common stock and the sole controlling person of
TTG Apparel is Michael T. Tokarz, its manager. Mr. Tokarz is also the sole controlling person of
Tokarz Investments, which holds approximately 50% of FOH Holdings, common stock. Fursa has
investment authority, including without limitation, with respect to voting and dispositive rights, over
the Fursa standby purchasers,
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which hold approximately 50% of FOH Holdings common stock, and certain other entities affiliated
with Fursa that hold FOH Holdings indebtedness (we refer to these entities as the Fursa debt
holders). See ‘‘Other Transaction Documents—Standby Purchase Agreement’” ‘‘Other Transaction
Documents—Standby Purchase Agreement—Rights Offering’’ and ‘‘Other Transaction Documents—Standby
Purchase Agreement—Guarantor Warrants.”’

* Stockholders Agreement. Following the execution and delivery of the merger agreement, we
entered into a stockholders agreement with FOH Holdings, Fursa, the Fursa standby purchasers and
the Fursa debt holders (we collectively refer to the Fursa standby purchasers and the Fursa debt
holders as the Fursa managed accounts) and Tokarz Investments, pursuant to which the Fursa
managed accounts holding FOH Holdings common stock and Tokarz Investments agreed, among
other things, to vote in favor of the merger and the other transactions contemplated by the merger
agreement, not to transfer any shares of FOH Holdings common stock owned by them prior to the
effective time of the merger, other than in connection with the merger or to their affiliates or
managed funds and accounts, and not to solicit or accept any third party proposals involving a
merger or acquisition of FOH Holdings. See ‘‘Other Transaction Documents—FOH Holdings’
Stockholders Agreement.”’

* Series A Preferred Stock. Pursuant to the FOH Holdings’ stockholders agreement, the Fursa debt
holders, in their capacities as holders of FOH Holdings indebtedness, agreed with us that, in
connection with the consummation of the transactions contemplated by the merger agreement, they
would cancel $7.5 million of such indebtedness in exchange for the issuance of shares of our new
Series A 7.5% Convertible Preferred Stock (we refer to this preferred stock as the Series A Preferred
Stock). See ‘‘Other Transaction Documents—FOH Holdings’ Stockholders Agreement—Series A Preferred
Stock.”’

* Voting Agreement. In connection with the merger agreement, we entered into a voting agreement
with TTG Apparel, pursuant to which it has agreed to certain matters, including (i) to vote in favor
of the transactions contemplated by the merger agreement, including, without limitation, the
approval of the issuance of shares of our common stock and the amendment to our certificate of
incorporation and (ii) to not transfer shares of our common stock without our prior written consent.
See ‘‘Other Transaction Documents—Voting Agreement.”” Notwithstanding this voting agreement, based
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on TTG Apparel’s current ownership of Movie Star stock, approval of all matters presented at the
special meeting is not assured. However, if a quorum is present and alternative directors are not
proposed by any shareholder, our nominees will be elected.

Shareholders Agreement. Pursuant to the shareholders agreement to be entered into in connection
with the consummation of the transactions contemplated by the merger agreement, during the
18-month period following the merger, Tokarz Investments, TTG Apparel and Fursa (on its behalf
and on behalf of the Fursa managed accounts) will each agree, among other things, to certain
restrictions on (i) acting together with respect to their shares of our common stock, (ii) increasing
their ownership positions in the merged entity and (iii) transferring their holdings in our securities,
and have agreed to vote for the combined company’s directors. See ‘‘Other Transaction
Documents—Shareholders Agreement.”’

Board of Directors. In connection with its approval of the merger and other transactions
contemplated by the merger agreement, our board of directors approved the increase of the number
of directors constituting the full board from seven to eleven, which will be effective at the effective
time of the merger. At the effective time of the merger, if management’s nominees are elected, the
directors of the combined company will be Peter Cole, John L. Eisel, Melvyn Knigin, Michael A.
Salberg and Joel M. Simon, all currently serving as directors of Movie Star, Thomas Rende, the
Chief Financial Officer of Movie Star and a former member of Movie Star’s board of directors,
William F. Harley, Linda LoRe, Rose Peabody Lynch and Milton J. Walters, all currently serving as
directors of FOH Holdings, and Thomas J. Lynch, Chief Executive Officer of Fursa. If the merger is
not consummated, our existing directors will continue to serve as directors of Movie Star. See ‘“The
Merger Agreement—Election of Directors and Appointment of Executive Officers’” and *‘Director
Election Proposal.”’
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Executive Officers. After the merger, in accordance with the merger agreement, the newly
constituted board of directors will appoint Peter Cole (a current member of our board of directors) as
Executive Chairman of the combined company, Thomas Rende (our current Chief Financial Officer)
as Chief Financial Officer of the combined company, Melvyn Knigin (our current chairman of the
board, President and Chief Executive Officer) as the President and Chief Executive Officer of the

Movie Star division, and Linda LoRe (FOH Holdings’ current President and Chief Executive Officer)

as the President and Chief Executive Officer of the Frederick’s of Hollywood division. See ‘‘The

Merger Agreement—Election of Directors and Appointment of Executive Officers.”’

Interests of Movie Star Directors and Officers in the Merger and Related Transactions. When you

consider the recommendation of Movie Star’s board of directors in favor of the proposals included in

this proxy statement, you should be aware that certain of Movie Star’s directors and officers have
agreements or arrangements that provide them with interests in the merger and the related
transactions that differ from, or are in addition to, your interests as a shareholder generally. Except
as set forth below, Movie Star’s directors and officers will not receive any compensation or benefits
as a result of the merger and related transactions.

* On April 9, 2007, we entered into a consulting agreement with Performance Enhancement
Partners, LLC, pursuant to which Performance Enhancement Partners provides us with the
personal services of Peter Cole, a current member of our board of directors and the sole member
of Performance Enhancement Partners, to (i) act as the lead member of our board to facilitate
the timely and successful completion of the merger, the rights offering and other transactions
contemplated by the merger agreement and (ii) serve as the Executive Chairman of the

15



Edgar Filing: MOVIE STAR INC /NY/ - Form PRER14A

combined company following the closing of the merger until July 26, 2008. The consulting

agreement provides for Performance Enhancement Partners to receive a base consulting fee at

the annual rate of $400,000.
On the closing date of the merger, we will (i) issue to Performance Enhancement Partners 100,000 shares of our
common stock under the 2000 Performance Equity Plan and (ii) grant to Performance Enhancement Partners a
five-year option to purchase 275,000 shares of our common stock under the 2000 Performance Equity Plan at an
exercise price equal to the last sale price of our common stock on the closing date of the merger. We also will grant to
Performance Enhancement Partners under the 2000 Performance Equity Plan five-year non-qualified options to
purchase an aggregate of 100,000 shares of our common stock, with each grant of 50,000 shares to be made on the
commencement date of each six-month extension period, if applicable, at an exercise price equal to the last sale price
of our common stock on the date of grant. In order to issue the shares of common stock and grant the stock options to
Performance Enhancement Partners in accordance with the terms of the consulting agreement, the 2000 Performance
Equity Plan must be amended to increase the number of shares available for issuance thereunder, which amendment
will require shareholder approval, which is being sought at the special meeting. See ‘‘Amended and Restated 2000
Performance Equity Plan Proposal.”

The consulting agreement provides that, if the merger agreement is terminated or Performance Enhancement Partners
terminates the consulting agreement for ‘‘Good Reason’’ (as defined in the consulting agreement) prior to the closing of
the merger, we will pay Performance Enhancement Partners a certain fee, outlined in the consulting agreement.
Additionally, options that have been granted but not yet vested will immediately vest upon such termination. See ‘“The
Merger and Related Transactions—Interests of Movie Star Directors and Officers in the Merger and Related
Transactions.”

Additionally, FOH Holdings has agreed that, if the merger agreement is terminated for any reason other than by FOH
Holdings as a result of an Adverse Recommendation Change (as defined below in ‘‘The Merger Agreement—Restrictions
on Solicitations of Other Offers Concerning Movie Star’’), a Parent Acquisition Proposal (as defined below in ‘‘The
Merger Agreement—Restrictions on Solicitations of Other Offers Concerning Movie Star’’) or certain breaches of
representations, warranties, covenants or agreements made by us or Merger Sub, as more fully described below in ‘‘The
Merger Agreement—Termination,”” FOH Holdings will reimburse us for one half of the base consulting fee paid to
Performance Enhancement Partners.

4
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* Following the closing of the merger, Thomas Rende, Movie Star’s current Chief Financial
Officer, will become the Chief Financial Officer of the combined company. Accordingly, we
intend to enter into a new employment agreement with Mr. Rende to become effective upon the
closing of the merger. We are in negotiation with Mr. Rende regarding the terms of his new
employment agreement. See ‘‘“The Merger and Related Transactions—Interests of Movie Star
Directors and Officers in the Merger and Related Transactions.”’

*  Saul Pomerantz, Chief Operating Officer of Movie Star, and Thomas Rende, Chief Financial
Officer of Movie Star, who were directors of Movie Star at the time we entered into the merger
agreement, hold certain options to purchase 280,000 and 105,000 shares of Movie Star common
stock, respectively. These options are fully vested and exercisable. Pursuant to the terms of their
respective option agreements, upon the occurrence of certain events, we are required to
proportionately adjust the number and kind of option shares and the exercise price of the
options in order to prevent dilution or enlargement of the optionee’s proportionate interest in
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Movie Star and the rights under the agreements. Accordingly, upon completion of the merger,
Mr. Pomerantz will be entitled to receive options to purchase an additional 420,000 shares of
our common stock and Mr. Rende will be entitled to receive options to purchase an additional
157,500 shares of our common stock. The number and kind of option shares and the exercise
price of other options held by Messrs. Pomerantz and Rende will not be adjusted as a result of
the merger. See ‘“The Merger and Related Transactions—Interests of Movie Star Directors and
Officers in the Merger and Related Transactions.’’

*  Following the closing of the merger, it is anticipated that the Movie Star Non-Employee
Director Compensation Plan will be amended by our board to (i) increase the annual stipend
from $20,000 to $30,000, payable quarterly in arrears, with additional annual stipends for
committee chairpersons of $5,000 for the audit committee, $3,000 for the compensation
committee and $2,000 for the nominating committee, payable quarterly in arrears and (ii)
provide for payment of $2,500 per board or committee meeting attended in person (up from
$2,000 per day), regardless of the number of meetings held that day. It is anticipated that
payments for telephonic meetings and the ability for non-employee directors to elect to be paid
in cash and/or Movie Star stock would remain unchanged. It is also contemplated that, upon the
approval by our board of the amendment to the Movie Star Non-Employee Director
Compensation Plan, each non-employee director will receive a one-time grant of non-qualified
options to purchase 15,000 shares of common stock under our 2000 Performance Equity Plan at
an exercise price equal to the last sale price of our common stock on the date of grant, which
will be exercisable immediately and will remain exercisable until the tenth anniversary of the
date of grant. See ‘‘The Merger and Related Transactions—Interests of Movie Star Directors and
Officers in the Merger and Related Transactions’” and ‘‘Executive Compensation—Compensation
Arrangements for Directors.”

* Registration Rights Agreement. In connection with the consummation of the transactions
contemplated by the merger agreement, we will enter into a registration rights agreement with Fursa
(on its behalf and on behalf of the Fursa managed accounts), Tokarz Investments and TTG Apparel,
pursuant to which we will grant certain demand and “piggyback’’ registration rights for the securities
that those entities will receive in connection with the merger and related transactions. See ‘‘Other
Transaction Documents—Registration Rights Agreement.”’

*  The Proposals to be Considered at the Special Meeting. At the special meeting, our shareholders
will be asked to vote on proposals to:

* approve the issuance of shares of our common stock in connection with the merger, the rights
offering and other transactions contemplated by the merger agreement, which we currently
estimate to be approximately 37.7 million shares based upon an estimated price of $2.31 per
share, which represents the average of the closing prices of our common stock for the 20 trading
days ending on September 28, 2007, and after giving effect to any applicable discounts or
premiums. We refer to this proposal as the stock issuance proposal;
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* amend our certificate of incorporation to:

* increase the number of authorized shares of common stock from 30,000,000 to
200,000,000 shares. We refer to this proposal as the increase of authorized common stock
proposal;

* change our name to Frederick’s of Hollywood Group Inc. We refer to this proposal as the
name change proposal; and
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» authorize the issuance of up to 10,000,000 shares of our preferred stock and to establish the
terms, rights, preference and privileges of the Series A Preferred Stock. We refer to this
proposal as the preferred stock proposal.

* authorize our board of directors, in its discretion, to amend our certificate of incorporation to
effect a reverse stock split of our outstanding common stock simultaneous with the closing of
the merger within a range to be determined by our board of directors from 9 for 10 to 1 for 2, in
order to satisfy the minimum price requirement of $2.00 per share for continued listing on the
American Stock Exchange. We refer to this proposal as the reverse stock split proposal;

e adopt an Amended and Restated 2000 Performance Equity Plan to increase the number of
shares of common stock available for issuance under the plan from 750,000 shares to 4,000,000
shares and to add a 500,000 share limit on grants to any individual in any one calendar year. We
refer to this proposal as the amended and restated 2000 performance equity plan proposal;

* elect eleven directors to our board of directors to serve from the effective time of the merger
until the annual meeting to be held in 2008 and until their successors are elected and qualified.
We refer to this proposal as the director election proposal; and

* approve an adjournment of the special meeting to a later date or dates, if necessary, to permit
further solicitation and vote of proxies in the event there are insufficient votes at the time of the
special meeting. We refer to this proposal as the adjournment proposal.

See ‘‘Increase of Authorized Common Stock Proposal,”” ‘‘Name Change Proposal,”” ‘‘Preferred Stock Proposal,”” ‘‘Reverse
Stock Split Proposal,” ‘‘Amended and Restated 2000 Performance Equity Plan Proposal,”” ‘Director Election Proposal’’ and

‘‘Adjournment Proposal.”’

*  Voting Requirements.
*  Shareholder approval is not required for the merger itself under the New York Business
Corporation Law. However, under the rules of the American Stock Exchange, shareholder
approval is required prior to the issuance of common stock in any transaction if
* the number of shares of common stock, or securities convertible into common stock, to be
issued will be, upon issuance, equal to or in excess of 20% of the number of shares of
common stock outstanding prior to such issuance,
* the common stock, or securities convertible into common stock, to be issued will be issued
as consideration for an acquisition of the stock or assets of another company, provided that
any director, officer or substantial shareholder of the acquiring listed company, directly or
indirectly, has a 5% or greater interest in the acquired company or in the consideration to
be paid in such transaction and the present or potential issuance of common stock, or
securities convertible into common stock, could result in an increase in outstanding
common shares of 5% or more, or
* such transaction would involve the application of Section 341 of the American Stock
Exchange Company Guide, which requires that a listed company being effectively acquired
by an unlisted company as a result of a plan of acquisition, merger, or consolidation meet
the American Stock Exchange’s original listing standards.
Because the shares to be issued in connection with the merger and the rights offering and pursuant to the standby
purchase agreement, together with the shares underlying the warrants that will be issued as consideration for the
commitments of the Fursa standby purchasers, Tokarz Investments and TTG Apparel under the standby purchase

agreement and Series A Preferred Stock that will be issued in exchange for the cancellation of certain indebtedness of
FOH Holdings, currently estimated to be approximately 37.7 million shares (based upon an estimated price of $2.31
per share, which represents the average of the closing prices of our common stock for the 20 trading days ending on
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Under the merger agreement, the approval of the increase of authorized common stock proposal will
require the affirmative vote of both (i) the holders of a majority of the outstanding shares of Movie
Star common stock on the record date and (ii) the holders of a majority of the shares of Movie Star
common stock that are held by Movie Star’s shareholders other than TTG Apparel and its affiliates
and associates on the record date. Abstentions from voting with respect to this proposal and shares
which are subject to shareholder withholding or broker non-vote will have the same effect as a vote
against the increase of authorized common stock proposal. See ‘‘Increase of Authorized Common
Stock Proposal.”

Under the merger agreement, the approval of the name change proposal will require the affirmative
vote of both (i) the holders of a majority of the outstanding shares of Movie Star common stock on
the record date and (ii) the holders of a majority of the shares of Movie Star common stock that are
held by Movie Star’s shareholders other than TTG Apparel and its affiliates and associates on the
record date. Abstentions from voting with respect to this proposal and shares which are subject to
shareholder withholding or broker non-vote will have the same effect as a vote against the name
change proposal. See ‘‘Name Change Proposal.”

Under the merger agreement, the approval of the preferred stock proposal will require the
affirmative vote of both (i) the holders of a majority of the outstanding shares of Movie Star
common stock on the record date and (ii) the holders of a majority of the shares of Movie Star
common stock that are held by Movie Star’s shareholders other than TTG Apparel and its affiliates
and associates on the record date. Abstentions from voting with respect to this proposal and shares
which are subject to shareholder withholding or broker non-vote will have the same effect as a vote
against the preferred stock proposal. See ‘‘Preferred Stock Proposal.’’

The approval of the reverse stock split proposal will require the affirmative vote of the holders of a
majority of the outstanding shares of Movie Star common stock on the record date. Abstentions
from voting with respect to this proposal and shares which are subject to shareholder withholding or
broker non-vote will have the same effect as a vote against the reverse stock split proposal. See
““Reverse Stock Split Proposal.”’

The approval of the amended and restated 2000 performance equity plan proposal will require the
affirmative vote of the holders of a majority of the shares of Movie Star common stock represented
in person or by proxy and entitled to vote at the special meeting. Abstentions from voting with
respect to this proposal and shares which are subject to shareholder withholding or broker non-vote
will not be counted in determining the number of votes required for a majority and will therefore
have no effect on such vote. See ‘‘Amended and Restated 2000 Performance Equity Plan Proposal.”

September 28, 2007, and after giving effect to any applicable discounts or premiums), will be in excess of 20% of the
number of shares of our common stock outstanding prior to such issuances, your vote is required. Additionally, your
vote is required because (i) the American Stock Exchange has informed us that Section 341 of the American Stock
Exchange Guide would apply to the transactions contemplated by the merger agreement due to the structure of the
proposed merger and (ii) an affiliate of TTG Apparel, our substantial shareholder, owns more than 5% of FOH
Holdings. The approval of the stock issuance proposal will require the affirmative vote of both (i) the holders of a
majority of the outstanding shares of Movie Star common stock on the record date and (ii) the holders of a majority of
the shares of Movie Star common stock that are held by Movie Star’s shareholders other than TTG Apparel and its
affiliates and associates on the record date. Abstentions from voting with respect to this proposal and shares which are
subject to shareholder withholding or broker non-vote will have the same effect as a vote against the stock issuance
proposal. See ‘‘“The Merger and Related Transactions.”’
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The election of directors requires a plurality vote of the shares of common stock present in person or
represented by proxy and entitled to vote at the special meeting. ‘‘Plurality’’ means that the individuals
who receive the highest number of votes cast ‘‘FOR’’ election are elected as directors. Any shares not
voted ‘‘FOR’’ a particular nominee (whether as a result of abstentions, a direction to withhold authority
or a broker non-vote) will not be counted in the nominee’s favor. See ‘‘Director Election Proposal.”’
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The approval of the adjournment proposal will require the affirmative vote of the holders of a
majority of the shares of Movie Star common stock represented in person or by proxy and entitled to
vote at the special meeting. Abstentions from voting with respect to this proposal and shares which
are subject to shareholder withholding or broker non-vote will not be counted in determining the
number of votes required for a majority and will therefore have no effect on such vote. See
‘‘Adjournment Proposal.”’

The approval of the stock issuance proposal, the increase of authorized common stock proposal, the
name change proposal and the preferred stock proposal are conditions to the consummation of the
merger. The approval of the reverse stock split proposal, the amended and restated 2000
performance equity plan proposal and the director election proposal are not conditions to the
consummation of the merger, but are being proposed in connection with the merger and will not be
presented at the meeting for a vote if the proposals that are conditions to the merger are not
approved or waived (where practical). If the stock issuance proposal or the increase of authorized
common stock proposal is not approved, we cannot effect the merger or the other transactions
contemplated by the merger agreement. Accordingly, although we and FOH Holdings have the
contractual right to waive these conditions, as a practical matter they may not be waived. If the name
change proposal or the preferred stock proposal is not approved, absent a waiver by FOH Holdings
and us, we cannot effect the merger or the other transactions contemplated by the merger agreement.
We have entered into a voting agreement with TTG Apparel pursuant to which it has agreed to vote
in favor of the transactions contemplated in the merger agreement. TTG Apparel currently owns
approximately 21.5% of our outstanding common stock. Notwithstanding this voting agreement and
based on TTG Apparel’s current ownership of Movie Star common stock, because the stock issuance
proposal, the increase of authorized stock proposal, the name change proposal and the preferred
stock proposal require the affirmative vote of both (i) the holders of a majority of the outstanding
shares of Movie Star on the record date and (ii) the holders of the majority of the shares of Movie
Star common stock that are held by Movie Star’s shareholders other than TTG Apparel and its
affiliates and associates on the record date, and the preferred stock proposal requires the affirmative
vote of the holders of a majority of the outstanding shares of Movie Star common stock on the
record date, the vote with respect to any of such proposals is not assured.

Also, although the amended and restated 2000 performance equity plan proposal and the
adjournment proposal require only the affirmative vote of the holders of the majority of shares of
Movie Star common stock represented in person or by proxy and entitled to vote at the special
meeting, and the election of each director requires a plurality vote of the shares of common stock
represented in person or by proxy and entitled to vote at the special meeting, a quorum of a majority
of the outstanding shares of Movie Star common stock represented in person or by proxy and
entitled to vote at the special meeting is necessary to hold a valid meeting. Such quorum would not
be obtained by the sole participation of TTG Apparel. Further, because TTG Apparel will not make
up a majority of any quorum, the vote with respect to any of these proposals other than the director
election proposal is not assured. If no shareholder nominates an alternative slate of directors, the
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election of each of our nominees will be assured if a quorum is present at the special meeting and a
valid meeting is held.

Amendment to Bylaws. The merger agreement provides for an amendment to our bylaws in
connection with the consummation of the merger, pursuant to which during the 18-month period
following the merger, certain material transactions not in the ordinary course or actions that affect
our capital structure or securities will require the approval of 75% of the directors. This amendment
to our bylaws has been approved by our board of directors, subject to its effectiveness upon the
consummation of the merger, and will not require shareholder approval. See ‘‘The Merger
Agreement—Amended and Restated Bylaws.”’

Regulatory Matters. The merger and the transactions contemplated by the merger agreement are
not subject to any additional federal or state regulatory requirement or approval other than filings
with the states of Delaware and New York, which will be necessary to effect the transactions
contemplated by the merger agreement, and filings of notification and report forms with the
Department of Justice and the Federal Trade Commission under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended, or the HSR Act, which we and FOH Holdings may be
required to make.

Table of Contents

Tax Consequences of the Merger. The merger is expected to qualify as a tax-free transaction to
Movie Star under the provisions of Section 1032 of the Internal Revenue Code of 1986, as amended,
as an issuance of stock in exchange for property (i.e., the stock of FOH Holdings). However, as a
result of the merger, our ability to use the net operating losses that we will have incurred prior to the
merger will be limited on an annual basis. The ability of FOH Holdings to use its net operating
losses that it will have incurred prior to the merger may also be limited. For a description of the
material federal income tax consequences of the merger, please see the information set forth in ‘“The
Merger and Related Transactions—Material Federal Income Tax Consequences of the Merger.’’
Accounting Treatment. The merger of FOH Holdings and Movie Star will be accounted for under
the purchase method of accounting as a reverse acquisition with FOH Holdings being treated as
having acquired Movie Star as of the date of the completion of the merger. For a more detailed
description of purchase accounting, see ‘‘The Merger and Related Transactions—Aanticipated
Accounting Treatment.”’

Risk Factors. In evaluating the proposals included in this proxy statement, you should carefully
read this proxy statement and especially consider the factors discussed in the section entitled ‘‘Risk
Factors.”

QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE PROPOSALS

Q. Why am I receiving this proxy A. We have sent you this proxy statement and the

statement and what am I voting on? enclosed proxy card because the board of directors of
Movie Star is soliciting your proxy to vote at the
special meeting of shareholders on the proposals
described in this proxy statement. This proxy
statement contains important information about the
proposals and the special meeting of Movie Star
shareholders. You should read it carefully.

Q. How are votes counted? A. Votes will be counted by the inspector of election

appointed for the meeting, who will separately count
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“FOR’’ and ‘‘AGAINST’’ votes, abstentions and broker
non-votes. Except with respect to the amended and
restated 2000 performance equity plan proposal and

the adjournment proposal, abstentions will be counted
towards the total votes for each proposal, and will

have the same effect as ‘“AGAINST’’ votes. Abstentions
will not be counted towards the total votes for the
amended and restated 2000 performance equity plan
proposal and the adjournment proposal. Broker
non-votes will have the same effect as ‘‘AGAINST”’
votes with respect to all proposals except for the
amended and restated 2000 performance equity plan
proposal and the adjournment proposal. Broker
non-votes will not be counted towards the total votes

for the amended and restated 2000 performance

equity plan proposal or the adjournment proposal.
Directors are elected by a ‘‘plurality,”” which means that
the eleven individuals who receive the highest number
of votes cast ‘°‘FOR’’ election are elected as directors.
Any shares not voted ‘‘FOR’’ a particular nominee
(whether as a result of abstentions, a direction to
withhold authority or a broker non-vote) will not be
counted in the nominee’s favor.

Table of Contents
Q. What is the quorum requirement?

Q. Does the Movie Star board of directors
recommend voting for each of the
proposals included in this proxy
statement?

A.

A quorum of Movie Star shareholders is necessary to
hold a valid meeting. A quorum will be present at the
Movie Star special meeting if a majority of the
outstanding shares entitled to vote at the meeting are
represented in person or by proxy. Abstentions and
broker non-votes will count as present for the purpose
of establishing a quorum.

Yes. After careful consideration of the terms and
conditions of these proposals, the board of directors of
Movie Star has determined that the merger and the
other transactions contemplated by the merger
agreement and each of the proposals contained in this
proxy statement are fair to and in the best interests of
Movie Star and its shareholders. The Movie Star
board of directors unanimously recommends that
Movie Star shareholders vote ‘‘FOR’’ each of these
propo