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TRUSTEE'S REPORT ON THE STATE OF THE INSOLVENT PERSON'S 
BUSINESS AND FINANCIAL AFFAIRS 

(Pursuant to 50.4(7)(b)(ii) and 50.4(9) of the Bankruptcy and Insolvency Act) 
 

I, Andrew Adessky, CPA, CA, CIRP, of Richter Advisory Group Inc. (“Richter”), Trustee, with respect to 
the Notice of Intention to Make a Proposal (“Notice of Intention”) filed by Mexx Canada Company (the 
“Company” or “Debtor”), an insolvent person, do hereby report to the Court the following: 

1. On December 3, 2014, the Debtor filed a Notice of Intention in accordance with the Bankruptcy and 
Insolvency Act (the “Act”), a copy of which is annexed hereto as Exhibit “A”. 

2. On December 10, 2014, documents were sent by regular mail to all creditors of the Debtor, as 
identified by it, which included a copy of the Debtor’s Notice of Intention, as annexed hereto as 
Exhibit “B”. 

3. On December 12, 2014, the Debtor filed with the Official Receiver a Statement of Projected Cash 
Flow (“Projections”) together with his report pursuant to Section 50.4(2)(c) of the Act, covering the 
period from November 30, 2014 to January 10, 2015, which included the major Assumptions used 
in the preparation of the aforenoted Projections. Concurrently therewith, the Trustee filed its Report 
on the reasonableness of the Projections in accordance with Section 50.4(2)(b) of the Act, all of 
which is annexed hereto as Exhibit “C”. 
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4. In order to monitor the affairs and finances of the Debtor, the Trustee has been provided with 
access to the books, records and other important documents of the Company. 

5. The Trustee has compared the actual results to those projected since the filing of the Notice of 
Intention (November 30, 2014 to December 13, 2014 (the “Period”)), of which the cumulative 
summary is annexed hereto as “Exhibit D”. The actual results to date have been favorable and 
can be summarized as follows: 

• Cash receipts for the Period amounted to approximately $10.1 million, a $0.6 million favorable 
variance as compared to the Projections ($9.5 million) due to higher than projected retail 
receipts; 

• Operating disbursements for the Period at $5.8 million versus a budget of $5.9 million with the 
savings primarily from lower than forecast deposits. This savings is expected to reverse in 
future periods; 

• $4.4 million net cash flow for the Period resulted in a favorable variance of $0.8 million (versus 
a projected net cash flow of $3.6 million); 

• The Company’s revolver with GE Canada Finance Holding Company (“GE”) was reduced by 
$1 million during the Period. 

6. The Company has been paying its suppliers and employees, on a timely basis, for goods and 
services provided subsequent to the date of the filing of the Notice of Intention.  

BACKGROUND AND OPERATIONS OF THE DEBTOR 

7. The Company is part of the Mexx Group, which is an international fashion group engaged in the 
design and sale of clothing and accessories for men, women and children. The Mexx Group are 
owned directly or indirectly by a Netherlands based holding company known as Mexx Lifestyle 
B.V. (“Lifestyle”).  

8. As of December 3, 2014, the Company operated 95 stores which are located across Canada. The 
Company also operates a wholesale business and has point of sale locations in various 
department stores operated by the Bay. The Company employs approximately 1,700 in its retail 
operations and a further 85 people at its head office and distribution center located in Montreal, 
Quebec.  Lifestyle is the owner of the Mexx brand. The Debtor is authorized to use and promote 
the Mexx brand in its operations in Canada.  

9. Commencing in 2011, the Company began experiencing a decline in both sales and operations 
with a significant downturn in 2014. Management attributes the negative trending to a number of 
factors including: 

• Increasing competition in the marketplace including the recent entry of US brands not 
previously present in Canada; 
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• Fixed cost structure (head office and distribution center) not in line with the level of operations; 

• Unprofitability of numerous retail locations. 

10. As a result of the above negative factors, commencing in 2011, the Company endeavored to 
perform an internal restructuring to eliminate costs and lower overhead with the intent of ensuring 
its long-term profitability. Steps taken included a reduction in head office personnel, closure of 
certain unprofitable stores and the retention of external consultants to perform various marketing 
and profitability analyses. 

11. However, the decrease in the level of business continued to exceed the Company’s expectations 
and the informal/internal restructuring was not successful, necessitating a formal restructuring 
through the Notice of Intention.  

12. Several related entities which also formed part of the Mexx Group filed for bankruptcy in the 
Netherlands on December 3, 2014. The Trustee has been informed that the Dutch Trustee has 
appointed an interim CEO of these companies and according to Dutch law, has provided the 
requisite termination notice to all employees of the affected companies. The Trustee understands 
that the Dutch Trustee is in the process of commencing a marketing process for the sale of the 
Mexx operations in Europe and is trying to interest potential buyers in continuing a scaled down 
operation in Canada. 

13. The Debtor relied upon the Mexx Group for various services including accounting, treasury, design 
and procurement. The Debtor is in the process of transitioning those services it requires to be 
performed in Canada and in the interim, the Dutch Trustee has informed the Debtor that it will 
continue to provide certain administrative services. 

14. In addition, the Company is included in the insurance policy subscribed to by the Mexx Group, 
which policy expires on December 31, 2014. The Company has commenced discussions with its 
insurance broker to ensure that a stand-alone policy for property and liability insurance is in place 
for January 1, 2015. 

RESTRUCTURING INITIATIVES 

15. As noted above, the Debtor has been working on various restructuring initiatives since 2011. In 
September 2014, the Debtor engaged Richter to assist in its restructuring efforts, most notably by 
preparing an assessment of store profitability, liquidity management and integrated financial 
model. 

16. As a result of this analysis, the Debtor prepared a restructuring plan which included the closure of 
a significant number of its existing 95 store locations and the exiting of its current head office and 
distribution center location. 

17. As part of this restructuring plan, a virtual data room was opened at the beginning of November, 
2014 as part of a plan to solicit offers to liquidate the contents of store locations identified for 
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closure. Confidentiality agreements were signed with eight liquidators (in both Canada and the 
United States) who were then given access to the data room (“Initial Process”).  

18. In the context of the Initial Process, a formal request for proposals (“RFP”) was posted to the data 
room on November 11, 2014 and bids were due in by November 18, 2014. Multiple offers were 
received from the various liquidators. Concurrently, Richter assisted the Debtor in seeking 
alternative sources of financing for the restructured entity, as the Debtor’s existing lenders had 
informed the Debtor that they would not participate in a restructured entity.    

19. Unfortunately, the Debtor could not reach an agreement for new financing, and as a result of its 
liquidity issues as well as financial difficulties being experienced by its related entities in Europe, 
(on which it relied upon for various critical functions), it was determined to commence formal 
restructuring proceedings by filing the Notice of Intention.  

20. As of the date of the filing of the Notice of Intention, the Debtor reported $113.4 million owing to its 
creditors as follows: 

• Secured Lenders (GE Canada Finance Holding Company and Crystal Financial LLC) - 
$17.7 million; 

• Related parties (Mexx Europe and Lifestyle) - $91.3 million; 

• Unsecured trade creditors (numbering approximately 225) - $4.4 million. 

21. The above does not include potential damage claims from landlords arising from lease 
repudiations nor potential employee claims. 

22. Since the filing of the Notice of Intention, the Debtor has initiated the following additional 
restructuring initiatives: 

• As of December 19, 2014, the Debtor expects to have terminated the employment of 
approximately 20 persons in the head office and distribution center; 

• The Company is in the process of sending notices of disclaimer of leases for approximately 
20 locations. These stores will close on or about mid-January (barring any contestation from 
the affected landlords); 

• The Company is negotiating an early termination agreement for its head office and distribution 
center. 

MOTION SEEKING THE AUTHORIZATION TO ENTER INTO AN AGREEMENT FOR THE 
LIQUIDATION OF THE DEBTOR’S INVENTORY (“LIQUIDATION MOTION”) 

23. Immediately subsequent to the filing of the Notice of Intention, the Debtor requested that Richter 
circulate a new RFP to the various liquidators who had previously participated in the Initial 
Process. A revised RFP was posted to the data room on December 8, 2014 seeking bids to 
liquidate the inventory as well as furniture and fixtures in all of the Company’s 95 store locations 
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as well as its distribution center and head office. Proposals were requested to be submitted by 
December 11, 2014 in two formats: 

• Equity Proposal – whereby the liquidators would agree to act as agent for the Debtor in 
liquidating the inventory, provide a fixed minimum guarantee with sharing of proceeds above a 
certain threshold; 

• Fee Proposal – whereby the liquidators will consult on the store liquidation for the Debtor and 
earn a fee tied to the sale proceeds as well a possible success fee if certain targets are 
achieved. 

24. The Debtor received 5 proposals from the participating liquidators. 

25. Following receipt of the proposals, the Debtor, with the assistance of the Trustee analyzed the 
proposals.  After consultation with the Trustee and its secured lenders, the Debtor determined that 
the proposal submitted by the joint venture comprised of Merchant Retail Solutions ULC and 
Gordon Brothers Canada ULC (“Joint Venture”) represented the best offer in that it would provide 
the highest recovery to the various stakeholders. A formal Consulting Agreement was then 
negotiated with the Joint Venture (“Consulting Agreement”), a copy of which has been submitted 
under seal as Exhibit R-3 which is attached to the Liquidation Motion. 

26. While the time frame to submit proposals was expedited, it was deemed necessary and 
achievable for the following reasons: 

• As a result of the Initial Process, all of the participating liquidators were already very familiar 
with the inventory, the operations of the Company and the store locations, each having 
performed various due diligence including store visits in November 2014; 

• Based on communications with the liquidators, the ability to commence the liquidation on or 
about December 20, 2014 will greatly enhance the results as the holiday season is traditionally 
the busiest time of the year for the Company; 

• The expedited process will allow for an enhanced realization to the benefit of the Debtor and all 
stakeholders which may permit the filing of a proposal to the Debtors unsecured creditors. 

27. While the Consulting Agreement has been filed under seal, we would summarize certain key 
elements as follows: 

• The Joint Venture will be advising the Company with respect to the sale of inventory and 
furniture and equipment in all existing store locations, and in the head office and distribution 
center; 

• All store locations are expected to be closed no later than February 28, 2015 and the head 
office and distribution center by March 31, 2015; 
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• The Joint Venture will be paid a consulting fee based on achieving various realization 
thresholds and will be reimbursed for various out of pocket expenses including supervisory 
personnel and advertising costs. 

28. In addition to the sale of the inventory and the furniture, fixtures and equipment, the Debtor will 
continue with other restructuring initiatives designed to potentially allow for a go-forward operation, 
albeit on a reduced scale and to enhance the overall proceeds to the benefit of all stakeholders. 
These other restructuring initiatives include: 

• Inclusion in the sale process being undertaken by the Dutch Trustee in respect of the Mexx 
European operations; 

• Interest expressed by several parties in acquiring the intellectual property rights for the Mexx 
brand, either worldwide or for Canada only; 

• Potential sale of individual store locations to third parties including the engagement of a third-
party lease consultant to assist in the process; 

• Potential early termination of the head office and distribution center location. 

MOTION TO EXTEND AND REPAYMENT OF GE 

29. The Debtor is filing a Motion to Extend the Delay for the Filing of a Proposal, in order to allow it to 
proceed with its Liquidation Motion as well as pursue its other restructuring initiatives, the whole to 
maximize realization for all stakeholders and permit it to file a Proposal to its creditors.  

30. The Debtor’s secured creditors, GE and Crystal Financial LLC, have been notified of the 
requested extension and support the Debtor in its reorganization efforts. 

31. Annexed hereto as Exhibit “E” is the Statement of Projected Cash Flow covering the period from 
December 14, 2014 to February 28, 2015, the Trustee's Report on the reasonableness of the 
Projections in accordance with Section 50.4(2)(b) of the Act and the Debtor's Report pursuant to 
Section 50.4(2)(c) of the Act. 

32. As appears from the Statement of Projected Cash Flow, Exhibit “E”, it is expected that all 
indebtedness owing by the Debtor to GE shall be repaid in full by the Debtor on or around Friday, 
December 19, 2014, from available cash on hand. 

33. The Trustee has requested a legal opinion from its counsel, Osler, Hoskin & Harcourt LLP 
confirming the validity of the security held by GE.  

34. Based on the information available to the Trustee, the Trustee does not believe that any creditor 
would suffer a material prejudice in the event that the stay of proceedings is extended as 
requested by the Debtor.  

35. In the event that the extension is not granted and a Bankruptcy ensues, the reorganization efforts 
of the business would likely be negatively impacted. Given the quantum of the secured debts, any 
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District of Québec
Division No. 01 - Montreal
Court No. 500-11-047847-146
Estate No. 41-1938986

In the Matter of the Notice of Intention to make a
proposal of:

Mexx Canada Company
Insolvent Person

RICHTER ADVISORY GROUP INC / RICHTER GROUPE 
CONSEIL INC.

Trustee

Date of the Notice of Intention: December 03, 2014

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: December 03, 2014, 15:29
E-File/Dépôt Electronique Official Receiver

Sun Life Building, 1155 Metcalfe Street, Suite 950, Montréal, Québec, Canada, H3B2V6, (877)376-9902
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Exhibit C 
  













 
 
 
 
 
 
 
 

Exhibit D 
  



EXHIBIT D

Mexx Canada Company - Cash Flow Variance

November 30 to December 13, 2014

($000's) Reported Forecast Variance

Receipts

Gross Receipts $10,164 $9,520 $644

10,164 9,520 644

Disbursements

Purchases, Duty & Freight 353 300 53

Rent 3,105 3,114 (9)

Store expenses & Other 335 403 (68)

Payroll 1,550 1,550 -

Interest 152 152 -

Deposits 80 200 (120)

Professional Fees 194 217 (23)

5,769 5,936 (167)

Net Cash Flow 4,395$ 3,584$ 811$

Cash Balances

Opening 1,048$ 1,048$ -$

Net Cash Flow 4,395 3,584 811

Revolver/Term Loan Repayment (1,000) (1,000) -

Ending Book Cash 4,443$ 3,632$ 811$

Opening Revolver/Term Loan

Opening 17,839$ 17,839$ -$

Repayment (1,000) (1,000) -

Ending 16,839$ 16,839$ -$

Based on Unaudited Information
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Mau Canada 
C..h Row fol9caat For the Period Decemb8r 20, 2014 to February 28, 2016 

t~OO'sl 2CM>ec-14 27-Dec-14 03-Jan-15 10-Jan.16 17..Jan-15 24..Jan-111 31.Jan.15 07.f'eb-15 14-feb-111 21-Feb-15 28-Feb-11 Total 

Racelpls 
Gross Receipts $4,281 $4,948 $6,422 $4.584 $3,231 $2,994 $2.277 $1,682 $1,895 $2,314 $2,410 37.208 
FF&E Proceeds - - - - - - - - - - 250 250 

~261 4,949 1,422 4,564 3~1 !,894 !im 1,112 1,!!I 2.!~4 2,110 37,!!!! 
Disbursements 

Pun:haaea, Duty & Freight 58 60 508 50 - - - - - - - 674 
Rent - - 3,127 - - - - 3,152 - - - 8.279 
State e1Cp1111118S & Other 224 931 592 537 577 404 335 2118 302 334 313 4,847 
Payrall 1,707 - 1,443 - 1,079 - 1,379 - 841 - 1,137 7,587 
Sales Tax - - - - - - 1.230 - - - - 1.230 
Interest - 20 184 - - - - 54 - - - 238 
Deposits 350 350 - - - - - - . - - 700 
Prolisssional F- 604 213 161 92 104 98 81 83 83 52 48 1,578 

~143 1,574 5,m 671 1,780 502 :s,021 3,517 1~7 388 1,497 23,131 

Net Cash Flow s 1~18 s 3,ns $ 429 s 3188& s 1d71 $ !z!!2 $ 1!411 $ 1111751 s 188 s 1,928 $ 1,113 $14,327 

Opening Bank Cash $ 4,587 $ 2,085 s 5,440 $ 3,889 s 4,765 s 5.228 $ 5,718 $ 4,970 $ 3,295 $ 3,983 $ 3,911 s 4,587 
Nat Cash Flow 1,318 3,375 429 3,888 1,471 2,492 (748) (1,875) 688 1,828 1,183 14,327 
Revolvsrfrerm lJllMI Repayment (3,839) - (2,000) (3,000) (1 ,000) (2.000) . - . (2,000) (1,000) (14,839) 

Ending BankCash S!i065 S&.440 s:s.asi ~755 I 51!!! I !:718 I 4.!70 $ 3,291 $ 31883 I s 1111 I 4,074 I 4.074 

Opening RevdverfTenn Loan $ 18,838 $ 13,000 $ 13,000 s 11,000 $ 8,000 $ 7,000 $ 5,000 $ 5,000 $ 5,000 $ 5,000 $ 3,000 $11,839 
Revolver/Tenn Loan Repayment (3,839) - (2,000) (3.000) (1,000) (2,000) - - - (2,000) (1,000) (14,839) 

Ending Revolvtlr1Tenn Loen i b.ooo s 13.000 $ 11'2!!!! s 1,000 $ 7i!!!! $ '.!!!!!! I 5.000 • 6,000 $ !&000 I s,ooo $ 2,0GO TI:OOO 

Robbie Raynders Pl9Sidant 
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