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Introduction

On August 6, 2014 (the "Filing Date"), the Ontario Superior Court of Justice (Commercial List) (the

"Court") issued an order (the "Initial Order") granting Bombay & Co. Inc. ("Bombay"), Bowring &

Co. Inc. ("Bowring") and Benix & Co. Inc., ("Benix", and together with Bombay and Bowring the

"B÷C Entities") protection pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-

36, as amended (the "CCAA"). Richter Advisory Group Inc. was appointed the Company’s monitor

(the "Monitor"). The Initial Order provided the Company with, inter alia, a stay of proceedings until

September 5, 2014 (the "Stay Period"). The proceedings commenced by the B+C Entities under the

CCAA are herein referred to as the "CCAA Proceedings". The Initial Order also granted the B+C

Entities the authority to enter into terms of an amended forbearance agreement (the "DIP Fobearance

Agreement"), pursuant to which the B+C Entities were able to secure interim financing and

forbearance terms from their primary secured lender.

The principal purpose of the CCAA Proceedings are to: (i) ensure the ongoing operations of Bombay

and Bowring; (ii) ensure that Bombay and Bowring have the necessary working capital funds to

maximize the ongoing businesses of Bombay and Bowring for the benefit of the B+C Entities’

stakeholders; (iii) restructure the operations of Bombay and Bowring, including the proposed closure of

underperforming locations; and (iv) identify one or more parties interested in purchasing and/or

investing in the B+C Entities’ business or assets.



Purpose of this Report

The purpose of this report, the Monitor’s first report (the "First Report") is to provide information to the

Court in respect of the following:

(i) the B+C Entities’ activities since the issuance of the Initial Order;

(ii) the Monitor’s activities since the issuance of the Initial Order;

the key terms of a letter agreement (the "Inventory Liquidation Consulting Agreement")

among Bombay, Bowring and a joint venture comprised of Merchant Retail Solutions, ULC, an

affiliate of Hilco Merchant Resources, LLC and Gordon Brothers Retail Partners, LLC

(collectively, the "Consultant") in which the Consultant will act as liquidation consultant to

assist in liquidating inventory and other assets at certain Bombay and Bowring store locations;

(iv) the outline of a sales and investment solicitation process ("SISP") the B+C Entities propose to

carry out; and

(v) the B+C Entities’ request for an extension of the Stay Period to November 28, 2014.

Terms of Reference

In preparing this First Report, the Monitor has relied on unaudited financial information prepared by the

representatives of the B+C Entities, the B+C Entities’ books and records, discussions with the B+C

Entities’ management ("Management") and discussions with the B+C Entities’ advisors. The Monitor

has not conducted an audit or other verification of such information.

5. Unless otherwise stated, all monetary amounts noted herein are expressed in Canadian dollars.

The B+C Entities’ Activities since the Issuance of the Initial Order

6. Since the date of the Initial Order, the B+C Entities’ activities have included:

(i) meeting and corresponding with employees regarding the CCAA Proceedings;



(ii) preparing weekly financial reports for the Canadian Imperial Bank of Commerce ("CIBC" or

the "DIP Lender"), the B+C Entities primary secured lender and DIP Lender, in accordance

with the terms of the DIP Forbearance Agreement entered into between CIBC and the B+C

Entities;

communicating with key suppliers to secure goods and services during the CCAA

Proceedings and to address payment terms;

(iv) responding to calls and enquiries from creditors and other stakeholders regarding the CCAA

Proceedings;

(v) consulting with Oberfeld Snowcap, a company with expertise in the valuation of leases (the

"Lease Valuation Consultant"), for the purpose of determining whether there is sale value in

the leases connected to the Closing Stores (as defined below);

(vi)    reporting receipts and disbursements;

(vii) making payments to suppliers for goods and services received following the issuance of the

Initial Order;

(viii) consulting with the Monitor to develop the SISP (as discussed below);

(ix) reviewing the performance of each of Bombay and Bowdng store to identify those

underperforming stores that should be closed; and

(x) consulting with the Monitor and the Consultant to develop the Inventory Liquidation Consulting

Agreement.

The Monitor’s Activities since the Issuance of the Initial Order

7. Since the date of the Initial Order, the Monitor’s activities have included:

(i) arranging for notice of the CCAA Proceedings to be published in the August 14, 2014 and

August 21, 2014 editions of the Globe & Mail, as required pursuant to the Initial Order;

(ii) sending a notice, within 5 days of the issuance of the Initial Order, of the CCAA Proceedings

to all known creditors of the B+C Entities;



(iv)

(v)

(vi)

(vii)

(ix)

(x)

(xi)

(xii)

(xiii)

establishing a website at www.richter.calenlinsolvency-caseslblbombay-and-co-inc-bowring-

and-co-inc-benix-and-co-inc, where all materials filed with the Court, and all orders made by

the Court in connection with the CCAA Proceedings, are available in electronic form;

implementing procedures for the monitoring of the B+C Entities’ cash flows and for ongoing

reporting of variances to the B+C Entities’ cash flow forecast;

assisting the B+C Entities with the preparation of their weekly report to CIBC in accordance

with the terms of the DIP Forbearance Agreement;

considering processes to market the B+C Entities’ business and/or assets for sale and

assisting the B+C Entities’ in developing the SISP and communications with interested parties;

corresponding with the Consultant regarding the liquidation and closure of underperforming

stores and the terms of the Inventory Liquidation Consulting Agreement ;

attending frequently at the B+C Entities’ premises and meeting with Management to discuss

the B+C Entities’ operations and the CCAA Proceedings;

corresponding and communicating extensively with the B+C Entities and their legal counsel;

instructing its legal counsel to send notice to all Personal Properly Security Act creditors of the

CCAA Proceedings. The notices were sent within the two business day requirement set out in

the Initial Order. The notices informed all recipients that their rights may have been impacted

by the Initial Order and of their ability to come back before the Court and seek to vary or

amend the Initial Order. To date, neither the Monitor, nor its counsel, have received a

response to these notices;

corresponding and communicating with CIBC and its advisors;

responding to calls and enquiries from creditors and other stakeholders regarding the CCAA

Proceedings; and

preparing this First Report.
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The Inventory Liquidation Consulting Agreement

As set out in the affidavit of F. Benitah sworn August 15, 2014 filed in support of the Company’s motion

returnable August 22, 2014 (the "August 15 Benitah Affidavit"), the B+C Entities, with the assistance

of its advisors and in consultation with the Monitor, has concluded that a restructuring around profitable

stores, while downsizing unprofitable locations, will maximize value for all stakeholders.

The B+C Entities, with the assistance of the Monitor, have identified stores that are underperforming

with a view to closing those locations (the "Closing Stores") and disclaiming the leases as part of the

restructuring initiatives that need to be implemented by the B+C Entities.

10. The Consultant was selected by the B+C Entities, in consultation with the Monitor, based on the

Consultant’s familiarity with the B+C Entities’ inventory and operations as well as the Consultant’s

extensive knowledge and experience in retail liquidations. In this regard, the Monitor has been advised

that the B+C Entities began working with the Consultant on a liquidation strategy for the Closing Stores

prior to the Filing Date.

11. The key terms of the Inventory Liquidation Consulting Agreement, a copy of which is attached hereto

as Appendix "A", include:

the Consultant will assist the B+C Entities in conducting a store closing or similar themed

liquidation sale of all merchandise located in the Closing Stores, which are identified in Exhibit

A to the Inventory Liquidation Consulting Agreement;

the liquidation is to commence on or about August 23, 2014 (the "Commencement Date")

and is scheduled to terminate on or before November 23, 2014 (the "Liquidation Period");

the B+C Entities may elect to increase or decrease the number of Closing Stores included in

the liquidation process. In this regard, if the lease terms for certain of the Closing Stores can

be renegotiated during the Liquidation Period such that a location considered for closure may

become desirable to a potential investor or purchaser, such store(s) can be removed from the

liquidation process and placed into the SISP process (as discussed further below);

(iv) the conduct of the liquidation (the "Sale Guidelines") in regards to store operations and

closings is governed by Exhibit C to the Inventory Liquidation Consulting Agreement. In the

Monitor’s view, the Sales Guidelines are in a form consistent with recent Canadian retail

liquidations;
5



(v) the B+C Entities are responsible for all reasonable costs and expenses in connection with the

liquidation process at the Closing Stores;

(vi) In consideration of its services, the Consultant will earn a fee of two percent (2%) of the gross

proceeds from the sale of all goods, saleable in the ordinary course, located in the Closing

Stores on the Commencement Date as well as certain inventory located at the B+C Entities’

distribution centre located at 3389 Steeles Avenue East, Brampton, Ontario;

the Consultant will also assist Bombay and Bowring in selling any owned furnishings, trade

fixtures and equipment ("FF&E") located in the Closing Stores. The Consultant will earn a

fee of twenty percent (20%) of the gross proceeds from the sale of the FF&E located in the

Closing Stores; and

(viii) the Inventory Liquidation Consulting Agreement is subject to the approval of this Honourable

Court.

12. At the conclusion of the Liquidation Period each of the Closing Stores will be surrendered to the

landlord. The B+C Entities will work with the Consultant to coordinate the disclaimer of leases so that

such disclaimers become effective on the conclusion of the liquidation period of each Closing Store.

13. The Monitor is supportive of the engagement of the Consultant and the Inventory Liquidation

Consulting Agreement for the following reasons:

(i) the liquidation of the Closing Stores through an experienced retail liquidator will allow the B+C

Entities to focus on other aspects of their restructuring and particularly the remaining stores

that are not designated for closure:

the Consultant has extensive experience in retail liquidations and inventory disposition in the

Canadian marketplace;

the Consultant has previous experience liquidating Bombay/Bowring inventory due to its

participation in the first Bombay/Bowring insolvency proceedings;

(iv) the B+C Entities began working with the Consultant on the development of a liquidation

strategy prior to the Filing Date. As part of this work, the Monitor understands that the

Consultant has prepared multiple liquidation models for the B+C Entities taking into

consideration different inventory mix and store closing assumptions;



14.

(v)

(vi)

(vii)

(viii)

(ix)

the Consultant recently conducted an appraisal of the B+C Entities’ inventories and is familiar

with both the inventory composition and the operations of the B+C Entities;

the fee payable to the Consultant is, in the Monitor’s experience, favourable for retail

liquidations;

the simple structure of the Inventory Liquidation Consulting Agreement provides maximum

flexibility for the B+C Entities to add and/or remove store locations from the liquidation process

as well as make adjustments to the inventory mix at the Closing Stores;

the Consultant has extensive experience working with Canadian landlords of retail tenants in

insolvency proceedings and understands their requirements and concerns;

the cash flow forecast filed by the B+C Entities in support of the Initial Order (the "Cash Flow

Forecast") contemplates that the inventory in the Closing Stores will be liquidated

expeditiously. In the Monitor’s view, it is essential that the liquidation of the Closing Stores

commence as soon as possible to ensure that the B+C Entities have sufficient liquidity to fund

their post-filing obligations. The delay associated with the further marketing of the liquidation

opportunity (i.e. setting up a data room, contacting potential interested parties, responding to

information requests, reviewing and evaluating offers, negotiating a definitive agreement, etc.)

would, in the Monitor’s view, negatively impact the B+C Entities’ cash flows putting the B+C

Entities’ restructuring at risk and potentially impairing recoveries; and

(x) the Lease Valuation Consultant has confirmed that, subject to the terms of lease being

renegotiated, there is no residual value in the leases that are connected to the Closing Stores.

Based on the foregoing and taking into consideration the number of Closing Stores, the Monitor is of

the view that the additional costs and delays associated with marketing the liquidation opportunity is not

warranted. As such, the Monitor supports the Inventory Liquidation Consulting Agreement and

respectfully recommends that this Honourable Court issue an order approving the Inventory Liquidation

Consulting Agreement.



The Proposed Sales and Investment Solicitation Process

15. The Monitor notes that, to date, no active marketing of the B+C Entities’ assets or operations have

been undertaken. The Monitor also notes that, to date, it has not received any serious expressions of

interest to acquire or invest in the business and/or assets of the B+C Entities and, to the knowledge of

the Monitor, neither have the B+C Entities.

16. As noted in the B+C Entities’ materials filed in support of its application pursuant to the CCAA, it is the

B+C Entities’ belief that potential interested parties may be interested in acquiring and/or investing in all

three brands and, as such, it is the B+C Entities’ intention that Bombay, Bowring and Benix be

marketed together.

17. in order to provide third parties with an opportunity to consider an acquisition of or investment in the

B+C Entities, the Monitor proposes to market the B+C Entities’ business and assets to third parties for

a pedod of approximately 35 days. The Monitor and the B+C Entities have developed a process to

manage the sales and investment solicitation process ("SISP"), which is attached as Appendix "B" to

this First Report, that is designed to ensure that the marketing process is fair and reasonable and

prospective interested parties have the ability to make an offer to invest in and/or acquire the B+C

Entities or their assets. The Monitor will oversee all aspects of the SISP.

18. The SISP, which sets out the manner in which prospective interested parties may submit a bid to

purchase the B+C Entities and/or their assets or make an investment in the B+C Entities, provides a

means for testing the market and gauging interest in the B+C Entities and/or their assets.

19. The Monitor understands that Management or a related party or parties may be considering the

submission of a bid pursuant to the SISP. The SISP contemplates that, if those parties intend to

participate in the SISP, they must advise the Monitor in writing of such intention on or before August

29, 2014 (the "Participation Notice"). Upon receipt of a Participation Notice, Management will be

excused from any participation in the SISP other than as a bidder, and will be subject to the SISP

procedures in its capacity as a bidder.

20. The principal elements of the SISP are as follows (defined terms used in this section not otherwise

defined herein have the meaning ascribed to them is the SISP):

(i) as soon as possible following the issuance of a Court order approving the SISP (anticipated to

be August 22, 2014) and no later than August 27, 2014, the Monitor will distribute the Teaser
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(iv)

(v)

(vi)

(vii)

Letter to a list of prospective purchasers and investors ("Potential Bidders"), which list has

already been developed by the Monitor and the B+C Entities;

potential Bidders that wish to commence due diligence will be required to sign a confidentiality

agreement ("CA");

once a CA has been signed by a Potential Bidder (now an "Interested Party"), they will

receive access to an electronic data room. The data room is being populated by the Monitor

with the assistance of the B+C Entities. Interested Parties will also receive a copy of the

SISP;

after completion of the due diligence period, each Interested Party is required to submit an

offer to acquire and/or invest in the B+C Entities’ business or assets to the Monitor on or

before 12:00 p.m. (EST) on September 26, 2014 (the "Offer Deadline");

all offers must be irrevocable until 11:59 p.m. (EST) on November 6, 2014 and must be

accompanied by a deposit payable to the Monitor, in trust, in an amount equal to 10% of the

total purchase price or financing;

the Monitor shall have discretion to consult and negotiate with any participating bidder with

respect to their offer;

once all offers are clarified, the Monitor shall determine which offer provides the greatest value

to the B+C Entities’ stakeholders. If such offer is an Investment Proposal, the B+C Entities

and/or the Monitor may return to Court for directions, as appropriate. If such offer is a Sale

Proposal, an auction may be triggered if one or more of the submitted offers are within $5

million of the highest offer (the "Threshold Bidder");

in circumstances where no auction is required and Management has not delivered a

Participation Notice, the Monitor will provide its recommendation to Management with respect

to selecting the offer to consummate the transaction. If, under these circumstances,

Management selects the offer, the Monitor shall promptly notify the Successful Bidder that its

offer has been accepted, subject to Court approval. If Management does not accept the offer,

the B+C Entities and/or the Monitor will return to Court for directions;



(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

in cimumstances where no auction is required and Management has submitted a Participation

Notice, the Monitor shall have the sole discretion to accept and offer or refuse all offers

received. If, under these circumstances, the Monitor accepts an offer, the Monitor shall

promptly notify the Successful Bidder that its offer has been accepted, subject to Court

approval;

if no acceptable offers have been received by the Offer Deadline, the SISP shall be

terminated and the B+C Entities will seek direction from the Court;

in the event an auction is triggered, the Monitor shall send notice to any Qualified Bidders, on

or before October 3, 2014, advising of: (i) the date, time and location of the proposed auction,

(ii) the terms of the Opening Bid (as hereinafter defined), (iii) the minimum first bid required in

order to exceed the Threshold Bidder’s offer, and (iv) the procedures pursuant to which the

auction will be conducted;

Qualified Bidders must notify the Monitor, in writing, by no later than 12:00 p.m. (EST) on

October 6, 2014, of their intention to participate in the auction;

if the only Qualified Bidder electing to participate in the auction process is the Threshold

Bidder, the Threshold Bidder shall be deemed to be the Successful Bidder, subject to Court

approval;

in cimumstances where more than one Qualified Bidder elects to participate in the auction, the

auction shall take place on or before October 8, 2014;

bidding at the auction shall begin with the Threshold Bidder’s offer (the "Opening Bid") and

each subsequent round of bidding shall continue in minimum increments of at least the

Minimum Overbid Increment ($150,000);

if at the end of any round of bidding an Auction Participant fails to submit an Overbid, such

Auction Participant will not be eligible to continue to participate in the next round of the

auction;

upon conclusion of the bidding, the auction shall be closed and the Monitor shall notify the

Auction Participants of the Successful Bid;
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(xviii) the Accepted Offer or the Successful Bid is subject to approval by the DIP Lender if the cash

proceeds payable on closing are not sufficient to repay all amounts owing to the DIP Lender;

and

(xix) the Accepted Offer or the Successful Bid is subject approval of this Honourable Court.

21. As noted in the August 15 Benitah Affidavit, a copy of the SISP was provided to CIBC on August 14,

2014. CIBC has advised that it was not provided sufficient time to fully review the SISP and,

consequently, reserves the right to object to the SISP and to negotiate the SISP further after a more

careful review.

22. The Monitor notes that the proposed timeframe is condensed, but with full cooperation from the B+C

Entities during the SISP period, particularly in respect of the provision of information to interested

parties, the Monitor believes that the deadlines proposed in the SISP are reasonable in the

circumstances. The Monitor will report back to the Court if facts or circumstances require the Monitor

or the B+C Entities to reevaluate the time periods or the SISP.

23. The Monitor is of the view that, in the circumstances, the proposed SISP represents the best

opportunity to identify a potential going concern sale or investment transaction for the B+C Entities and

maximize the value of the B+C Entities’ business for the benefit of their stakeholders.

24. The proposed SISP will provide a mechanism to preserve the going concern value of the B+C Entities,

whereas a wind-down of the operations and an immediate liquidation of the B+C Entities’ business

would likely result in a substantial diminution in realizable value for all creditors. A wind-down and

liquidation of the B+C Entities’ business would also eliminate a significant number of jobs that may be

preserved if a successful sale or restructuring is effected.

25. In light of the above, the Monitor supports the B+C Entities’ request for approval of the proposed SISP

to permit Interested Parties an opportunity to make an offer to acquire the B+C Entities’ assets or invest

in the B+C Entities’ business.

The B+C Entities’ Request for an Extension of the Stay of Proceedings to November 28, 2014

26. The current Stay Period expires on September 5, 2014. The B+C Entities are seeking an extension of

the Stay Period to November 28, 2014.
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27. As the Cash Flow Statement only runs until November 1, 2014, the B+C Entities, with the assistance of

the Monitor, have prepared an extended consolidated forecast of its receipts, disbursements and

financing requirements for the period August 2, 2014 to November 29, 2014 (the "Extended Cash

Flow Statement"). A copy of the Extended Cash Flow Statement is attached hereto as Appendix

"C" and is summarized below:

Bombay & Co. Inc., Bowring & Co. Inc. and Benix & Co. Inc.
Cash Flow Forecast
For the Period August 2, 2014 - November 29, 2014
($000’s)                                        Total

28.

29.

Gross Receipts $     48,462
Disbursements

Purchases 19,120
Rent 9,183
Store expenses & Other 7,086
Payroll 8,356
Sales Tax 1,680
Interest 557
Utilities 506
DIP Fee 175
Professional Fees 1,559

Net Cash Flow
Opening Bank Loan

Closing Bank Loan

48,223

239

14,767

$    14,528

The Extended Cash Flow Forecast indicates that the B+C Entities will have sufficient liquidity to fund

both operating costs and the costs of these CCAA Proceedings during the extension of the Stay

Period, if granted.

The Monitor is of the view that the extension to the Stay Period is appropriate in the circumstances and

supports the B+C Entities’ request for an extension of the Stay Period for the following reasons:

(i)

(ii)

(iii)

The B+C Entities have acted and are acting in good faith and with due diligence;

It will allow for the SISP to be substantially advanced;

It will permit the B+C Entities to move forward with the liquidation and closure of

underperforrning stores; and
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(iv) The granting of the extension should not prejudice any employee or creditor, as the B+C

Entities are projected to have sufficient funds to pay post-filing services and supplies, as

contemplated by the Extended Cash Flow Forecast.

Monitor’s Recommendations

30. Based on the foregoing, the Monitor respectfully recommends that this Honourable Court issue an

order:

(i) authorizing and directing the B+C Entities to enter into the Inventory Liquidation Consulting

Agreement;

(ii) approving the SISP; and

(iii)    extending the Stay Period to November 28, 2014.

All of which is respectfully submitted this 19th day of August, 2014.

Richter Advisory Group Inc.
in its capacity as Proposed Monitor of
Bombay & Co. Inc., Bowring & Co. Inc. and Benix & Co. Inc.

Per:

Paul van Eyk, CPA, IFA, CIRP Adam Sherman, MBA, CIRP
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