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1. INTRODUCTION
1.1 Elia Fashions Ltd. and Bossa Nova Fashions Ltd. were formed on April 29, 1986 and January 23,
1989, respectively. Please Mum Partnership was subsequently established on August 35,2001 as a
general partnership between Elia Fashions [td. and Bossa Nova Fashions Ltd. (collectively,
“Please Mum” or the “Company”). The founder and Chief Executive Officer, Ms. Kathryn

Adrian, controls Please Mum through a majority ownership of Elia Fashions Ltd.

1.2 On July 7, 2011, Please Mum filed a notice of intention to make a proposal (“NOI”} pursuant to
Section 50.4 of the Bankruptcy and Imsolvency Act (“BIA™) and Deloitte & Touche Inc. was
appointed as trustee under the proposal (“Proposal Trustee™).

1.3 On August 5, 2011, by Order of this Honourable Court, the stay of proceedings was extended to
September 20, 2011 (the “First Extension Order”).

1.4 On August 20, 2011, by Order of this Honourable Court, the stay of proceedings was extended to
September 30, 2011 (the “Second Extension Order”).

1.5 On September 30, 2011 by Order of this Honourable Court, the stay of proceedings was extended
to November 14, 2011 (the “Third Extension Order™).

1.6 On November 7, 2011 by Order of this Honourable Court, the stay of proceedings was extended
to November 21, 2011 (the “Fourth Extension Order™).

1.7 On November 21, 2011 by Order of this Honourable Court, the stay of proceedings was extended
to November 28, 2011 (the “Fifth Extension Order™).

1.8 On November 24, 2011 by Order of this Honourable Court, the stay of proceedings was extended
to December 6, 2011 (the “Sixth Extension Order”)

1.9 This report (the “Third Report™) should be read in conjunction with the First Report and Second
Report of the Proposal Trustee dated August 2, 2011 and September 14, 2011, respectively. A
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copy of the First Report and Second Report is attached hereto as Appendix A and Appendix B,

respectively.

1.10 Information on these proceedings is publicly available on the Proposal Trustee’s website at

www.deloitte.com/ca/please-mum.

[.11 The Company has brought an application before this Honourable Court seeking relief under
the Companies’ Creditors Arrangements Act, R.S.C. 1985, c¢. C-36, as amended (the
“CCAA™). Deloitie and Touche Inc. has consented to act as the Monitor of the Company in
respect of these CCAA proceedings {the “Proposed Monitor™).

1.12  This Third Report is prepared by the Proposal Trustee and Proposed Monitor to assist this
Honourable Court in considering the requests for relief by the Company in these CCAA

proceedings.

2. TERMS OF REFERENCE ,
2.1 In preparing this report, the Proposal Trustee and Propesed Monitor has relied upon financial
information of the Company, and discussions with management (“Management”) and its

financial and legal advisors.

2.2 The financial information of the Company has not been audited, reviewed or otherwise verified
by the Proposal Trustee and Proposed Monitor as to its accuracy or completeness, nor has it
necessarily been prepared in accordance with generally accepted accounting principles and the
reader is cautioned that this report may not disclose all significant matters about the Company.
Additionally, none of our procedures were intended to disclose defalcations or other irregularities.
Were we to perform additional procedures or to undertake an audit examination of the cash flow
statement in accordance with generally accepted auditing standards, additional matters may have
come to our attention. Accordingly, the Proposal Trustee and Proposed Monitor do not express
an opinion or provide any other form of assurance on the financial or other information presented
herein. The Proposal Trustee and Proposed Monitor may refine or alter its observations as further

information is obtained or brought to its attention after the date of this report.
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2.4 The Proposal Trustee and Proposed Monitor assumes no responsibility or liability for any loss or
damage occasioned by any party as a result of the circulation, publication, reproduction or use of
this report. Any use which any party makes of this report, or any reliance or decisions to be made

based on this report, is the sole responsibility of such party.

2.5 All currency amounts identified in this report are expressed in Canadian dollars, unless otherwise

specified.

3. PURPOSE OF THIS REPORT
3.1 The purpose of this Third Report of the Proposal Trustee and Proposed Monitor is to provide this

Honourable Court with information concerning the:
i. Proposed Monitor’s relationship with the Company;

ii. Background on the business, financial affairs and financial results of the
Company during the NOI proceedings;

iii. Notification of material adverse change;
iv. Recent events regarding the Company’s senior deb;
v. Proposed CCAA proceedings;
vi. Company’s 16-week cash flow projection;
vii. Proposed charges in the draft Initial Order; and
viii. Proposed Monitor’s conclusions.

4. BACKGROUND
4.1 During the NOI period, and as part of its restructuring, the Company has:

(iy Closed 80 stores nationally and redistributed inventory amongst its remaining 13 stores and

e-commerce site. In addition, inventory has been consolidated to achieve optimum product

mix.

(i) Undertaken an orderly liquidation sales strategy to realize inventory and generate sufficient

cash to continue the operations of the business in a reduced store capacity.
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(iii) Reduced headcount from approximately 869 employees to 169 employees across the retail

network, warehouse and head office location.

(iv) Removed all gift cards from Please Mum stores and deactivated gift cards distributed

through other retail channels.

(v) Ascertained the balance of entitlements owing to employees by the Company under the
Wage FEarners Profection Program Act at the date of the NOI filing, which totals
approximately $325,000 in the context of a receivership or bankruptcy.

(vi) Secured a refinancing of the Royal Bank of Canada credit facilities (the “RBC Facilities™)
through a related entity, 0710345 B.C. Ltd. (“071™).

(vil) Continued to engage environmenial consultants to undertake assessment work at the
Company’s head office location situated at 333 Woodland Drive, Vancouver (the
“Woodland Property”) in order to close a sale contract. The Woodland Property is owned

by 071.

(viii) Held negotiations with financiers and investors with respect to funding the ongoing

operations of the Company in the long term.

4.2 As noted in the First Report and Second Report, the ability of the Company to file a viable
proposal is largely dependent on the following:

(i) Achieving sales projections to generate cash for further debt reduction;
(ii) Completion of the sale of the Woodland Property; and

(iii) Securing adequate capital to improve the liquidity position of the Company and provide

capital to assist in the funding of a proposal.
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At this time, the sale of the Woodland Property has not completed and the Company has been
unable to secure long term funding to improve the liquidity position of the Company and provide

capital to assist in the funding of a proposal.

Financial Position since NOI Filing

4.3 Since the NOI filing date, the orderly liquidation sales strategy adopted by the Company has
reduced the book value of inventory from $7.35 million to $3.82 million and generated cash to
continue the operations of the business. However, the Company has recorded a net operating loss
of approximately $4.1 million during the period July 7 to November 5, 2011. A summary of the
trading position of the Company during this period is provided below:

Income Summary
For the NOI Period ending November 5, 2011

Net Sales 4,235,232
Less: COS 4,480,517
Gross Margin $ (245,285)
G&A 964,831
Selling Expenses 2,928,408
Total Operating Expenses 5 3,863,239
Total Net Income 3 (4,138,524)

Source: Management

4.4 The Proposal Trustee has reviewed the actual cash flow results with a comparison to the cash
flow projections prepared by the Company for the 12-week period from September 10 to
November 26, 2011 which was filed with this Honourable Court in the Second Report, and is

attached hereto as Appendix C. The Proposal Trustee notes the following observations:

a. Sales receipts were approximately $274,000 (10%) lower than projected primarily as
a result of limited inventory mix on hand. However, total receipts for the period were
approximately $312,000 (11%) higher than projected as a result of a capital injection
from the principal of approximately $86,000 and the payout of the RBC line of credit
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by a related entity resulting in the net inflow of approximately $514,000. The payout
of the RBC Facilities is discussed further in section 6 of this Third Report.

b. Disbursements with respect to payroll and taxes were approximately $149,000 lower
than projected. This was primarily a result of the non-payment of source deductions
for the payroll period from September 9 to November 18, 2011 in the amount of
approximately $117,000. Management has advised that unpaid source deductions
will be remitted following the completion of the sale of the Woodland Property.
Management has advised that Canada Revenue Agency (“CRA”) is aware of the

Company’s position with respect to the unremitted source deductions.

¢. GST paid was approximately $155,000 lower than projected as a result of the
Company deferring payment to improve cash flow in the short term. Management
has advised that unpaid GST will be remitted following the completion of the sale of
the Woodland Property. Management has advised that CRA is aware of the
Company’s position with respect to the unremitted GST. GST outstanding totals
approximately $475,000, of which approximately $230,000 relates to the pre-filing
period and approximately $245,000 relates to the post-filing period.

d. Offshore purchases were approximately $161,000 higher than forecast. The increase
in offshore purchases represents deposits paid for the acquisition of new inventory.
The Company has also entered into an inventory consignment agreement with a
related entity, World Shake Productions Inc. (“World Shake™). Management has
advised that World Shake has supplied inventory on consignment during October and
November 2011 with an approximate retail value of $1 million to $1.5 million.
Management has further advised that the Company will not be required to pay World
Shake for any consignment inventory supplied and sold until after the closing of the
sale of the Woodland Property.

e. Trade payables were approximately $50,000 higher than projected. The variance was
primarily a result of a delay in terminating the utility accounts of certain disclaimed

retail stores and essential repairs and maintenance on the Woodland Property.
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f. Other payables were approximately $127,000 higher than projected. The variance
was primarily a result of approximately $52,000 in accrued bank charges not booked
by RBC or accrued by the Company; approximately $21,000 in fees relating to fees
incurred by 071 to secure a loan to repay the RBC {facilities; and approximately
$45,000 in property taxes relating to the Woodland Property, which was a condition
of 071 securing a loan to repay the RBC facilities.

g. Legal fees and professional fees were approximately $139,000 lower than projected.
* Further details with respect to the deferment of legal and professional fees are

provided in section 8, ¢ and 10 of this Third Report.

h. Environmental fees were approximately $42,000 lower than projected as a result of

the Company deferring the payment of these fees to assist with short term cash flow.

Woodland Property

4.5 During the NOI Proceedings, the Company has assisted 071 to fulfill certain environmental
conditions of a purchase and sale agreement for the Woodland Property (the “Sale Agreement”).
In this regard, Management has advised that the remaining outstanding environmental conditions
are expected to be satisfied in early February 2012 with closing of the sale of the Woodland
Property thereafter.

4.6 Management has advised that the sale price of $13.5 million provided in the Sale Agreement is
sufficient to discharge the debt owing to secured creditors against the Woodland Property and
result in estimated net proceeds of $3.6 million, a portion of which 071 ﬁas intended throughout
the NOI Proceedings to use to assist the Company with presenting a viable proposal to its

creditors.

5 NOTICE OF MATERIAL ADVERSE CHANGE
5.1 In light of the aforementioned cash flow variances, the Proposal Trustee filed a material adverse
change report with the Official Receiver on December 2, 2011 and will be sending a notice to

creditors in the normal course.
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5.2 Attached hereto as Appendix D is a copy of the Proposal Trustee’s report to the Official Receiver

advising of a material adverse change.

6. SECURED CREDITORS
6.1 The RBC Facilities were secured by General Security Agreements registered over the personal
property of the Company. In addition, RBC obtained guarantees over its credit facilitics from
Ms. Kathryn Adrian, Mr. Jeff Murton and 071. In particular, the guarantee provided by 071 was

secured by a mortgage (the “Woodland Property Mortgage™), in the principal amount of $4.3
million, over the Woodland Property.

6.2 RBC had previously been repaid $1.1 million from Ms. Adrian and Mr. Murton on account of
their guarantees of the RBC Facilities.

6.3 On October 14, 2011, 071 fully repaid the RBC Facilities, which totaled approximately $1.38‘
million. As a result, RBC released and discharged certain security, including the Woodland
Property Mortgage, and assigned its remaining security to 071.

6.4 Having re-paid RBC pursuant to thetr guarantees, 071, Ms. Adrian and Mr. Murton stand in place
of RBC with respect to the former security. 071, has a first secured charge against the personal
property of the Company, which had originally been pledged to RBC (Ms. Adrian and Mr.

Murton have directed RBC to assign their security to 071).

6.5 According to the Company, the following are the creditors holding security of the Company,

subject to independent review on the validity and enforceability of the security:
(i) Firstly, 071 in the amount of approximately $2.48 million;
(ii) Secondly, Canadian Western Bank in the amount of $5.825 million; and

(ii1) Thirdly, Business Development Bank of Canada in the amount of approximately $237,000.
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7. PROPOSED CCAA PROCEEDINGS
7.1 Due to the constraints imposed by the section 50.4(9) of the BIA and given the protracted timing
to close the sale of the Woodland Property, the Company has determined that it is in the best

interests of its stakeholders to continue its restructuring under these CCAA proceedings.

7.2 071 is beneficially owned and controlled by Kathryn Adrian although it is not a party to the NOI
or proposed CCAA proceedings. The Proposal Trustee and Proposed Monitor is not aware of any
covenant or written agreement between 071 and the Company that would require that proceeds
from sale of the Woodland Property be used to fund a potential plan of arrangement although that
has been a stated intention of 071 during the NOI proceedings.

7.3 Provided that there are no unexpected delays in obtaining the necessary environmental approvals
required under the Sale Agreement, the sale of the Woodland Property is expected to close in or
around the end of February 2012. Management is of the view that restructuring under the CCAA
proceedings will afford 071 the opportunity to close the sale of the Woodland Property and to
realize funds for the Company in order for it to be in a position to present a plan of arrangement

to its creditors.

7.4 The Proposal Trustee and Proposed Monitor are aware that the Purchaser’s name is redacted in
the Sale Agreement which is included in the Company’s CCAA application materials. The
Proposal Trustee has reviewed the Sale Agreement and is of the view the Purchaser is of
sufficient means and financial resources to complete the sale on the Woodland Property, subject

to satisfaction of the aforementioned environment approvals.

8. 16-WEEK CASH FLOW PROJECTIONS
8.1 Management has prepared a 16-week cash flow projection (the “Cash Flow Statement™) that
estimates the financing requirements of the Company during the 16-week period, using Probable
and Hypothetical Assumptions as defined in the notes to the Cash Flow Statement. A copy of the
Cash Flow Statement is attached hereto as Appendix E.

8.2 The Company’s Cash Flow Statement is for the period of sixteen (16) weeks from the week
ending November 19, 2011 to March 3, 2012.
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8.3 The Cash Flow Statement shows cash receipts of $150,000 and $500,000 during the weeks
ending December 10, 2011 and February 4, 2012 respectively, which is to be used to assist with
working capital requirements. Management has advised that funding of $150,000 represents an
expression of interest in providing a $500,000 secured credit facility to the Company, comprised
of approximately $150,000 for anticipated inventory purchases, with the remainder to be held
back to address potential lability under the Wage Earner Protection Program Act. Management
has also advised that funding of $500,000 will be provided by 071 from proceeds from the sale of
the Woodland Property.

8.4 The Cash Flow Statement shows that source deductions accrued during December 2011, in
addition to the source deductions accrued to date, will be deferred until after the closing of the
Woodland Property. The Cash Flow Statement shows that January 2012 source deductions will
be remitted as incurred. As noted previously in this Third Report, Management has advised that

Canada Revenue Agency is aware of the Company’s position with respect to the unremitted

source deductions.

8.5 The Cash Flow Statement shows inventory purchases during the 16-week period of
approximately $531,000. New inventory purchases contemplated in the Company’s cash flow
statement does not include any inventory supplied by World Shake pursuant to the inventory
consignment agreement. As noted previously in this Third Report, Management has advised that
the Company will not be obligated to pay World Shake for any consignment inventory supplied
and sold until after the closing of the sale of the Woodland Property.

8.6 The Cash Flow Statement shows that legal and professional fees of approximately $288,000 will
be deferred until after the closing of the sale of the Woodland Property.

8.7 The Cash Flow Statement estimates that for the period November 19, 2011 to March 3, 2012, the

Company will have gross receipts of approximately $3.17 million and disbursements of $2.9

million, representing a net operating cash inflow of approximately $270,000.

8.8 The Proposed Monitor’s review of the Cash Flow Statement consisted of inquiries, analytical
procedures and discussions related io information supplied to us by certain of the management of
the Applicants. Since Hypothetical Assumptions are not supported, our procedures with respect

to them were limited to evaluating whether they were consistent with the purpose of the Cash
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Flow Statement. We have also reviewed the support provided by Management for the Probable

Assumptions, and the preparation and presentation of the Cash Flow Statement.

8.9 Based on our review, nothing has come to our attention that causes us to believe that, in all

material respects:

a. The Hypothetical Assumptions are not consistent with the purposes of the Cash Flow

Statement;

b. As at the date of this report, the Probable Assumptions developed by Management are not
suitably supported and consistent with the plans of the Company or do not provide a

reasonable basis for the Cash Flow Statement, given the Hypothetical Assumptions; or
¢. The Cash Flow Statement does not reflect the Probable and Hypothetical Assumptions.

8.10 Since the Cash Flow Statement is based on assumptions regarding future events, actual results
will vary from the information presented even if Hypothetical Assumptions occur, and the
variations may be material. Accordingly we express no assurance as to whether the Cash Flow
Statement will be achieved. We express no opinion or other form of assurance with respect to
the accuracy of any financial information presented in this report, or relied upon by us in

preparing this report.

8.11 The Cash Flow Statement has been prepared solely for the purpose described in the Notes on the
face of the Cash Flow Statement, and readers are cautioned that the Cash Flow Statement may

not be appropriate for other purposes.

9 PROFESSIONAL FEES
9.1 The outstanding professional fees due to the Proposal Trustee and Proposed Monitor, and its legal
counsel, Gowling Lafleur Henderson LLP (“Gowlings™), totals approximately $55,000 to-date
net of a retainer paid by the Company in the amount of $25,000. As noted previously, the Cash
Flow Statement considers the deferral of all professional fees during the CCAA proceeding until
after the closing of the Woodland Property. The Proposed Monitor has consented to act in these
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CCAA proceedings subject to obtaining additional third-party guarantees and security to secure

its professional fees.

10 PROPOSED CHARGES IN THE CCAA INITIAL ORDER
10.1 The Company’s proposed form of Initial Order provides for an administrative charge (the
“Administration Charge”) in an amount of $150,000 with $100,000 allocated for the Monitor
and the Monitor’s counsel, Gowlings, and $50,000 allocated to counsel for the Company, as
security for professional fees and disbursements incurred before and after the making of the
Initial Order in respect of these. CCAA proceedings. The Administration Charge has been
established based on respective professionals’ previous history and experience with similar

restructurings.

10.2 In addition to the Administration Charge, the fees of the Proposal Trustee, Proposed Moniior,
Monitor and Monitor’s counsel will be guaranteed by 071 and World Shake Productions Inc.
(“World Shake™). Both 071 and World Shake are related parties to the Company by way of
common beneficial ownership by Kathryn Adrian. 071 and World Shake are not parties to these
NOI and proposed CCAA proceedings with the exception of the aforementioned fee guarantee

arrangement.

10.3 The Monitor and the Company’s counsel will be granted a further administration charge in the
amount of $200,000 behind any potential debtor-in-possession financing that may be obtained

during the proposed CCAA proceedings.

10.4 The Company’s proposed form of Initial Order also provides for a charge for the directors and
officers (the “D&O Charge”) in the amount of $150,000 as security for various indemnities
provided to the directors and officers by the Company in the draft Initial Order.

10.5 The Proposed Monitor has been advised that the D&O Charge is necessary for the continued
service of the directors and officers of the Company during the restructuring and that the
guantum has been calculated relative to certain employee and tax related statutory obligations of
the Company for which the directors and officers may be held liable, and the value of directors
and officers liability insurance that is maintained for all its directors and officers. In particular,

the Proposed Monitor understands that the Company believe that they would not be able to
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obtain adequate indemnification insurance for the directors and officers at a reasonable cost,

under the circumstances.

10.6 The Monitor understands that 071, the first ranking secured creditor, is not opposed to the
Charges contemplated by the Applicants’ proposed form of Initial Order.

11 CONCLUSIONS
11.1 The Proposal Trustee and Proposed Monitor have advised the Company of its cash flow
shortfalls. We are particularly concemed that source deductions and several other post-filing
debts have not been remitted as they generally become due. A debtor granted creditor protection
under the BIA is required to pay its post-filing debts as and when they become due and within
normal terms. This information was presented to the Proposal Trustee recently and a material

adverse change report has been issued in this regard.

11.2 However, notwithstanding the filing a the material adverse change report, the Proposed Monitor

is of the view that continuing the Company’s restructuring under CCAA proceedings will:

(i) Preserve the business as a going concern, including continued employment of existing
employees, continued performance under lease arrangements with existing landlords and

an oppertunity for trade suppliers to continue business with the Company; and

(ii) Allow time for the completion of the sale of the Woodland Property, the proceeds of
which will provide the Company with the best opportunity to fund a plan of arrangement

or compromise with its creditors.

11.3 The alternative to a continued restructuring under CCAA proceedings is a deemed bankruptcy,

which may cease existing operations, and result in a nil return to unsecured creditors.

11.4 For the foregoing reasons, the Proposal Trustee and Proposed Monitor recommends and supports

the terms of the Initial Order sought by the Petitioners.
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All of which is respectfully submitted this 5 ® day of December, 2011.

DELOITTE & TOUCHE INC.
In its capacity as Proposal Trustee and Proposed Monitor of

Please Mum Partnership, Elia Fashions Ltd. and Bossa Nova Fashions Litd.
and not in its personal capacity.

Per: Huey Lee, MBA, CMA, CIRP
Senior Vice President
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1. INTRODUCTION AND BACKGROUND _
1.1 Elia Fashions Ltd. and Bossa Nova Fashions Ltd. were formed on April 29, 1986 and January 23,
. 1989, respectively. Please Mum Partnership was subsequently established on August 5, 2001 asa
-general partnership between Elia Fashions Itd. and Bossa Nova Fashions Litd. (collectively,
“Please Mum” or the “Company”}. The founder and Chief Executive Officer, Kathryn Adtian,
controls Please Mum through a majority ownership of Elia Fashions Ltd. A copy of the Please
Mum Partnership organizational chart is attached hereto a5 Appendix A. '

1.2 Pleasc Mum is a specialty retailer of high quality children’s wear. The Company designs,
comiracts to mamifacture and retails its products under several Please Mum trademark brand
names. The Company is headquartered in Vancouver with all products sold exclusively through
its corporately owned stores and e-commerce site. Qver the preceding 10 years, the Company has
grown from approximately 40 stores to over 90 stores, which are located in all Canadian
provinces except Quebec.

1.3 On Ry 7, 2011, Please Mum filed a notice of infention to make a proposal (“NOI”) pursuant to
Section 504 of the Bankruptcy and Insolvency Act (“BIA”} and Deloitte & Touche Inc. was
appointed as trustee under the proposal (“Proposal Trustee™).

2. - TERMS OF REFERENCE
2.1 In preparing this report, the Proposal Trustee has relied wpon financial information of the
Cornpany, and discussions with Company management (“Management™) and its financial and
legal advisors,

2.2 The financial information of the Company has not been audited, reviewed or otherwise verified
by the Proposal Trustee as to its accuracy or completeness, nor has it necessarily been prepared in
accordance with generally accepted accounting principles and the reader is cautioned that this
report may not disclose all significant matters about the Company. Additionally, none of our
procedures were intended to disclose defalcations or other frregularities. Were we to perform
additional procedures or to undertake an audit examination of the financial statements in
accordance with generally accepted auditing standards, additional matters may have come to our
attention. Accordingly, the Proposal Trustee does not express an opinion or provide any other

Please Mum Partnership, Flia Fashions Ltd. & Bossa Nova Fashions Ltd.
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form of assurance on the financial or other information presented herein. The Proposal Trustee
may refine or alter its observations as further information is obtained or brought to its attention
after the date of this report.

2.3 The financial projections attached to this report were prepared by Management (except where
noted).  Although we have reviewed the assumptions underlying the projections for
reasonableness, financial projections, by their nature, are dependent upon future events, which are
1ot susceptible to verification. Actual results will vary from the information presented and the
variations may be material. We have not prepared a compilation as contemplated by Section
4250 of the Canadian Institute of Chartered Accountants Handbook.

2.4 The Proposal Trustee assumes no responsibility or liability for any loss or damage occasioned by
any party as a result of the cﬁmﬂaﬁon, publication, reproduction or use of this report. Any use
which any party makes of this report, or any reliance or decisions to be made based on this report,
is the sole responsibility of such party.

2.5 All dollar amounis identified in this report are expressed in Canadian dollars, unless otherwise
specified.

3. FINANCIAL POSITION AND CAUSES OF FINANCIAL DIFFICULTY
3.1 The Company’s average anmmal revenues from fiscal 2005 through fscal 2010 were
approximately $57 million per annum and average eamnings before inierest, iaxes, depreciation
and amortization (“EBITDA”) over the same period were approximately $3 million per annum.
The Company’s EBITDA deteriorated significantly in fiscal 2010, at a time when store numbers
were at a peak. A summary of the historical financial performance of the Company from fiscal
2005 to fiscal 2010 is attached hereto as Appendix B.

3.2 Management attributes the financial difficulty of the business to aggressive store expansion that
coincided with the global recession, poor inventory management and furnover of key executive

personnel.

Please Mum Partnership, Elia Fashions Ltd, & Bossa Nova Fashions Lid. :
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3.3 The expansion of the Company’s store numbers was primarily funded through working capital
and credit facilities provided by Royal Bank of Canada ("RBC”). Management has advised that
the Company endeavoured to refinance the RBC debt and source further capital injections
through a marketing and sales process over the past 12 months, without success. The Company’s
funding position was further impacted by the delay in the seitlement of a sale contract in respect
1o the sale of the Company’s head office location situated at 333 Woodland Drive, Vancouver
(the “Property™) due to potential environmental concerns. Part of the proceeds from the saie of
the Property, which is owned by a related entity, was contemplated {o repay the RBC debt. The
Company is currenily undertaking remediation work on the Property to satisfy the terms of the
sale contract, which Management anticipates will be completed by November 2011,

34 An anslysis of store operations and results undertaken by Management indicates that
approximately 50% of stores were unprofitable with sales per square foot being the primery
determinate of store profitability. The analysis has resulted in Management identifying a business
model to include 21 of the highest performing stores, which accounted for approximately $17
million in sales and $2.7 million in store-level EBITDA for fiscal 2011.

3.5 The analysis undertaken by Management also indicates that the Company has historically carried
excess inventory, which has commitied significant capital to fund purchases and carrying costs.
The analysis has resulted in Management taking steps to consolidate inventory in an effort to

achieve an optimum product mix at each of the remaining store locations.

3.6 Management has advised that due to continued losses and in order to allow time for the Company
to restructure its operations and affairs, it was resolved that a NOI be filed on July 7, 2011.

4. CASH FLOW PROJECTIONS AND PRELIVIINARY RESULTS
4.1 Cash flow projections prepared by the Company for a 13-week period to October 1, 2011 were
filed with the Office of the Superintendert of Backruptoy (“OSB™) and this Honourable Court on
Tuly 15, 2011. A copy of the cash flow projections filed with the OSB along with actual cash
flows for the three weeks ended July 23, 2011 are attached hereto as Appendix C.

Please Mum Partnership, Elia Fashions Lid. & Bossa Nova Fashiens Litd. :
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4.2 The cash flow projections were prepared on the assumption that, (i) store numbers would be
reduced from approximately 90 stores to 21 stares plus an e-commerce site; (il} consolidation of
mventory including an orderly liquidation of excess inventory; and (iii) the ongoiné support of
RBC based on credit availabjlity at the time of the NOI filing.

4.3 The Proposal Trustee has reviewed the actual cash flow results for the three week period ended
July 23, 2011 and notes the following cbservations:

(i) Sales receipts were approximately $70,000 higher thaa projected. Sales have been consistent
with the ‘Company’s summer sales strategy of offenng significant discounts; however,
ensuring product lines that have historically tumed over quickly are ot marked down as
agpgressively compared with slower moving product lines.

(i) Inventory balatces. have decreased by approximately 18% from $7.35 million to $6.02
million during the period. No inventory purchases were contemplated &ur_ing the cash flow
projection period, Management has advised that approximately $200,000 of high margin
inventory, which was paid for prior to the date of the NOI filing, is awaiting custorms
. clearance. Management is currently assessing the commercial benefit of settling with the
customs broker in order for this inventory to be released,

({ii) Payroll disbursements were approximately $8,500 higher than projected due to a portion of
the payroll period over lapping the NOI filing date.

(iv) Freight disbursements were approximately $6,000 higher than projected as the Company was
required to pay Canada Post in advance to continne delivery services post-filing.

(v) Overall, disbursements for the period are comparable to those projected.

(vi) Based on these preliminary actual results, the cash flow projections appear to be consistent
with Management’s assumptions,

Please Mum Patinership, Blia Fashions Ltd, & Bossa Nova Fashions Ltd.
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4.4 The Company’s sales are projected to increase during August and Septernber due 1o an increased
turnover of “Back to School’ inventory, outerwear and heoliday inventory, Management has
advised that this is consistent with the Company’s historical sales trends. The period July to
December was also confirmed as a ‘high selling period’ in an independent inventory appraisal
obtained by the Company.

4.5 Sales and operating costs disclosed in the cash flow projections to October 1, 2011 are based ona
21 store model; however, Management continues to analyze the profitability of each store with
further closures to be underfaken, if necessaty, to optimize the financial position of the business.

5. PRELIMINARY RESTRUCTURING PLAN
5.1 The ahility of the company to file a viable proposal will be largely depeadent on the following:

(i) Continued support ﬁ'ém RBC during the NOI pericd;
(ii) Achieving sales projections to generate cash for finther debt reduction;
(iii) Completion of the Property sale contract; and
(iv) Securing capital to improve the liquidity pesition of thel Company.
5.2 The Company has taken the following steps to date in respect to its restructuring plan:
(1) Disclaimed 72 store leases and redistributed inv,éntory amongst the remaining 21 stores. In
addition, inventory has been consclidated to achieve an optimum product mix in ferms of

ratio of tops to bottoms, colour, size and nomber of units per store.

(ii) Adopted an orderly liquidation sales strategy in an effort to realize on excess inventory levels.

Pleass Mum Partmership, Elia Fashions Ttd. 8 Bossa Nova Fashions Lid,
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(ifi)Reduced employee head count from approximately 869 to 240 over the retail stores,
warchouse and head office locations. The majority of terminated employees have been paid
their outstanding wages up to the date of filing.

(iv) Engaged independent environmental comtractors to begin testing and remediation work at the
Property to progress the sale contract.

(v) Pdor to the NOI filing, the Company held discussions with a munber of parties to atiract
investment through a sales and marketing process. Management has advised that they were
imable to finalize a sale of the business as the due diﬁgencé undertaken by ﬁotcnti.al investors
suggested that the 90 store model was not sustainable. The Cotnpany also approached
multiple financial institutions; however, due 1o onercus terms sought by the financiers, the
Company did not proceed with a refinance of its debt.

(vi) To date, the Company has held discussions with privaté investors, financiers and liquidators
o consider debtor in possession finance (“DIP”). These discussions are at a preliminary
stage.

5.3 Management has obtained multiple inventory apprﬂsﬂs to assess the realizable value of all
inventory in a liquidation scenario. The appraisals suggest that RBC would potentially suffer a
shortfall from the net realizations in an ordetly Liguidation scenario. In addition, certain

liquidators have advised that they would not provide a net minimum guarantee for the current
inventory.
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5.4 A summary of the Customer’s crediter profile as at July 7, 2011 is provided below.

Estimated balance

Estimated number of

Creditor Type owing at July 7, 2011
Creditors

($000s)

Secured creditors ‘ ‘ : 5 2,650
Landlords {unsecured) 57 703
Trade Creditors (unsecured) 287 6,652
Total 349 10,005

The creditor balances have been extracted from the records of the Company and may be subject
to adjustments once reconciled with creditor claims. Furthermore, there are a mumber of
customers who purchased gift cards prior to the NOI filing. The Company has taken the position
that these gift cards are an unsecured claim and will be dealt with in the context of a proposal
along with landlord claims and other unsecured claims of the estate.

5.5 Management has advised that employees, landlords, trade creditors and customers have generally
been supportive since the NOI filing.

5.6 Based on appraisals obtained by Management, the liquidation of the Company’s assets in a
bankmiptcy scenario would result in a nil return to unsecured creditors. Therefore, the prospects
of a going concermn restructuring scepario will likely be more attractive to creditors generally.

6. STAY EXTENSION AFPPLICATION
6.1 Tn our view, the Company has acted and continues to act in good faith and with due diligence. In
this regard, the Compeny immediately took steps following the NOI filing to improve cash flow
by closing 72 unprofitable stores, terminating 629 employees and consolidating and liquidating
excess inventory. Furthermore, the Company is proéressing negotiations with private investors,
investigating alternative funding options aad undertaking remedization work in order to accelerate
the settlement of the Propetty transaction.
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6.2 A viable proposal will be partially dependent on the settlement of the Property transaction and the
Company’s ability to reach an agreement with a financier and/or investors. Accordingly, the
Compeany will require additional tirne to allow the Property remediation work to be undertaken
and for progpective financiers and/or investors to complete sufficient due diligence to be in a
position to consider a transaction with the Company.

6.3 The only creditor that may be impacted by an extension of the stay of proceedings is RBC as the
value of its security may be reduced as the Company contimzes to sell down its inventory in the
normal course of iis business. However, the Company’s cash flow projections indicate that
RBC’s credit facﬂity will be reduced over the 13-week period as the sale of inventory progresses.
Management has advised that RBC does not object to a 45-day extension of the NOI proceedings.

All of which is respectfully submitted this 2™ day of August 2011.

DELOITTE & TOUCHE INC.

In its capacity as Proposal Trustee of

Please Mum Partnership, Elia Fashions Ltd. and Bossa Nova Fashions Ltd.
and not in its personal cepacity.

Per:  HueyLecd, MBA, CMA, CIRP
Senior Vice President
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APPENDIX B .
SUMMARY OF HISTORICAL FINANCIAL PERFORMANCE 2005 - 2010
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Product Sales

S 56,386,444 § 60,574,634 5 50,245,048 § 56,344,164 5 54,375,905 § 54,911,802
Other 101,019 102,783 339,053 352,324 20,231 52,980
Revenues 56,487,453 51,077,417 60,504,101 56,606,488 54,597,138 54,964,752
Cost of sales 27,570,724 27,458,022 I8241,546 22,894,342 24,247,997 24,740,309
Gross Profic 28,516,739 33,619,395 32,342,555 33,802,146 30,329,139 30,204,473
Gross Margin % 50.6% 55.1% 53.7% 50,0% 55.8% 55.0%
PExpenses:
Selling expenses 18,551,372 20,941,352 23542, 748 21,785,916 22,565,880 25,158,815
General and administrakion 6,713,609 6,182,1H 9,090,383 7,360,476 5,014,839 8,234,394
" . Amortization 1,194,784 1,632,928 1,065,432 2,336,452 - 2,367,198 2,506,589
Interest axpense 157,084 167,821 187,033 282,019 129,532 138,451
26,616,849 28,924,292 34,885,598 31,771,863 30,077,499 34,640,279
Earnings befora the imdernoted 1,899,850 4,495,104 {2,543,040) 2,030,283 251,540 (4,439, 305)
Qther expenges {income)
Astet Impatrment loss (Galn) - - - . 359,39
Unrealized foreign exchange logs (gain) . - - . {601,389) 278,804
Lats on disposal of preperty, plant & equip {14,565) 2,000} {230,674) 9,133 . -
{14,565} [2,000) {230,676) 9153 {601,389) 638,195
Earnings before income taxes 1,914,453 4,697,104 2,312,364) 2,021,128 833,023 {5.074,000)
Income taxes:
Current (recovery) 505,946 640,045 202,633 (15,028) -
Future;
Short Term 280,224 948,366 (801,827) {15,405) 823,874 (938,186)
Long Term (117,468 ° 98,251 54,918 165,408 (589,158) (675,352)
654,702 1,686,702 {544,276) 150,003 218,888 {1,614,518}
Net earnings from conkinuing operations 1,245,753 3,010,402 {1,768,C88) 1,871,125 634,142 (3,459,482)
Lass from discantinued aperations, net of taxes {893,749) {1,135,599} (360,237} - - -
Het earnings 352,004 1,874,803 (2,128,325) 1,874,125 634,142 3,159,482)
Retained garnings, heginning of period 4,295,383 4,648,392 6,523,195 4,394,869 6,327,849 8,962,031
Retainad Earnings, end of Pariod S 4,648,302 5 6,523,195 5 4,294,869 § 6,265,995 § 6,962,031 § 3,507,548

Net earnings

352,004 1,574,80% {2,128,325) 1,871,125 634,142 (3,459,482}
Adjustments
Armortization 1,194,784 1,632,928 2,065,432 2,136,452 2,367,198 2,506,589
Interest axpense 157,084 167,821 187,033 289,019 129,582 138,481
Income tax exgenss 668,701 1,686,702 (544,276) 150,003 218,888 (1,614,518)
Disposal of P, P & E {14,565) ' 2,000} {230,678) 9,155 - -
Assat Impairment lass - - - - - 359,391
Management fee 1,420,300 500,000 1,825,090 400,000 . 400,000 500,000
Loss fram discontinued operations, net of taxes 893,745 1,135,599 360,237 - i - -
EBITDA

5 4,671,758

T 6,995,851 § 1,534,425 § 5,055,754

5 3,749,809 % (1,569,54D)




ASSETS

Current assets: )
Cash $ 321,990 5 &AM 5 417,395 § 433,830 § 489,783 § 373463
Restricted cash 113,220 83,867 100,877 26,633 - -
Investment In Forward Contracts - - - - 601,389
Accounts receivable 21103,944 200,117 105,872 98,335 107,487 279,212
Inventaries 8,447,615 6,771,925  &419,047 7,391,841 B,3%1,880 8,782,206
Income Tax Receivahle - - - 718 2,557 -
Due from sharehelder 462,500 2,515,195
Prepaid expenses and deposits . 424,906 407,348 543,405 444,860 890,600 720,916
Current assets of discontinued cparations - 1,338,694 962,639 308,101 - -
11,319 869 11,55%,482 7,894,698 8,506,617 10,403,64% 10,225,797
s
Froperty, plant & equipment 4,360,103 5,303,745 8,109,249 8,523,465 8,527,133 7,673,349
Future income taxes 125,582 27,3 396,223 1,072,575
Partnership organization costs 1,283 o 1] 1] b
Trademark 22,706 37,375 54,303 65,301 723,691 628,847
Promissary Note - 2,828,400 2,828,400 328,400 824,400
Dug from (to] related companfes | 1,001,908 . - - - -
5,510,399 5,36%,794 10,791,952 11,417,166 10,475,447 10,263,191
$ 16,830,268 $ 16,929,276 § 18,886,650 § 20,013,783 & 20,879,116 § 20,488,988
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilitles:
Bank indebtedness 1,841,637 120,000 2,710,000 1,780,000 520,000 1,690,000
Accounts payable and accrued [fabilides 6,007,592 5,703,801 5,739,353 4,437,071 6,303,062 7,118,510
Income taxes payable 13,428 1,739 6,227 - - -
Current porticn of obligations under capita 451,098 534,520 310,145 298,964 246,866 218,439
Term Loans #11i,580 88,903 237,833 6,582 867 -
Unrealized Gain on Forelgn Exchange Contracts 278,804
beferred revenue 30,639 40,877 1,417,783 1,305,465 387,318 452,71
Future Income Taxes 2,069,002 1,017,368 2,245,540 2,200,135 3,024,010 2,085,842
10,824,975 9,507,128 12,636,882 10,028,117 10,482,124 11,744,786
Term Loars 5,132
Deferred Revenue 1,497,334 1,746,887
Obligations under capital {ease 320,348 190,29% 108,994 345,380 233,329 15,840
Lang Term Debt 29,042 248,799 10,907 - - 2,304,000
Leng Term Future Income Taxes 27,526 192,935 - -
Pue to shareholders 544,750 1,607,211 3,174,864 2,004,040 1,678,667
B94,140 436,093 1,854,638 3,719,311 3,434,703 5,241,394
Shareholders' Equity:
Share capitzl 462,760 462,760 260 260 260 260
Retained earnings 4,648,392 6,323,195 . 4,394,870 6,265,995 6,962,029 3,502,548
Partners' Capital
Ella Fashions Lvd. - - - - -
Bossa Nava Fashions Lid, - . - - -
5,111,192 5,785,954 | 4,395,130 6,266,255 6,962,289 3,502,308
§ 16,830,268 5 16,929,276 S 18,886,650 S 20,013,783 § 20,8/9,116 5§ 20,488,988




APPENDIX C
CASH FLOW PROJECTIONS DATED JULY 15, 2011 AND
ACTUAL CASH FLOWS FOR THE THREE WEEKS ENDED JULY 23, 2011
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1. INTRODUCTION AND BACKGROUND
1.1 Elia Fashions Ltd. and Bossa Nova Fashions Ltd. were formed on April 29, 1986 and January 23,
1989, respectively. Please Mum Partnership was subsequently established on Angust 5, 2001 asa
general partaership between Elia Fashions Lid. and Bossa Nova Fashions Lid. (collectively,
“Please Mum” or the “Company”). The founder and Chief Executive Officer, Kathryn Adrjan,
controls Please Mum through a majority ownership of Elia Fashions Ltd.

1.2 On Fuly 7, 2011, Please Mum filed a notice of intention to make a proposal (“NOI”) pursuant to -
Section 50.4 of the Bankrupicy and Insobvency Act (“BIA”) and Deloitte & Touche Inc. was
appointed as frustee under the proposal (“Proposal Trustee™). On Augnst 5, 2011, by Order of
this Honourable Court, the stay of proceedings was extended to September 20, 2011 (the
“Extension Order™). Atiached hereto as Appendix A is a copy of the Extension Order. )

" 1.3 Pursuant to the Bxtension Order, the Proposal Trostes has:

(i) established a website at www.deloitte.com/ca/please-mum and uploaded all materials filed
with the Court in connection with these proceedings; and ' ‘

(ii) mailed a copy of the Extension Order to all landlords and all creditors with claims greater
than $25,000.

1.4 This report (the “Second Report™) should be read in conjunction with the First Report of the
Proposal Trustee dated Augnst 2, 2011, Attached hersto as Appendix B is a copy of the First
Report. '

2. TERMS OF REFERENCE
2.1 In preparing this report, the Proposal Trustée has relied upon financial information of the
Company, and discossions with Company management (“Management”) and its financial and
legal advisors.

2.2 The financial information of the Company has not been audited, reviewed or otherwise verifisd
by the Proposal Trustes as to its accuracy or completeness, nor has it necessarily been prepared in

accordance with penerally accepted accounting principles and the reader is cautioned that this

Please Murm Partnership, Elia Fashions Lid. & Bosss Mova Fashions Ltd.
Second Report of the Proposal Trustee Page 3



report may not discloss all significant matters about the Company. Additionally, none of our
procedures were intended to disclose defalcations or other irrcgulan'ﬁes. Were we to perform
additional procedures or to undertake an andit examination of the cash flow statement in
accordance with generally accepted auditing stendards, additional matters may have corne to our

~ attention. Accordingly, the Proposal Trustee does not express an opinion or provide any other
form of assurance on the financial or other information presented herein. The Proposal Trustee
may refine or alter its observations as further information is obtained or brought to its ‘atiention
after the date of this report.

2.3 The financial projections attached to this report were prepared by Management (except where
noted),  Although we have reviewed the assumptions underlying the projections. for
reasonzbleness, financial projections, by thelr nature, are dependent upon fiture events, which are
not susceptible to verification, Actual resulis will vary from the information presented and the
variations may be material. We have not prepared a compilation as contemplated by Section

* 4250 of the Canadian Institute of Chartered Accourtants Handbook.

2.4 The Proposal Trustee assumes no responsibility or liability for any loss or damage occasioned by
any party as a result of the circulation, publication, reproduction or use of this report. Any use
which any party makes of this report, or any reliance or decisions to be made based on this report,
is the sole responsibility of such party.

2.5 All doflar amounts identified  this report are expressed in Canadian dollars, wmless otherwise
gpecified.

3. CASHFLOW PROJECTIONS AND RESULTS
3.1 The criginal cash flow projections prepared by the Company for the 13-week period ended
October 1, 2011 were filed with the Office of the Superintendent of Bankruptcy (*OSB™) and this
Honourable Court on July 15, 2011. A copy of the cash flow projections filed with the OSB
along with actual cash flow resulis for the nine-week period ended Septerber 3, 2011 are
attached hereto as Appendix C. '

Pleass Mum Parinership, Elia Fashions Ltd. & Bossa Nova Fashions Litd. .
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3.2 The original cash flow projections were prepared on the basis that, (i) the number of operating
stores would be reduced from approximately 90 stores to 21 stores plus an e-commerce site; (ii)

consolidation of inventory and an orderly liguidation of excess inventory; and (iii) the ongoing
support of Royal Bank of Canada (“RBC”) based on credit availability at the time of the NOI
filing.

3.3 The Proposal Trustee has reviewed the actual cash flow resulis for the nine-week period ended
September 3, 2011 and notes the following observations:

®

(iD)

(i)

(iv)

Sales receipts were approximately $161,000 (5%) lower than projected, Sales have .been
generally consistent with forecast up to the weck ended August 27, 2011. However, the

Company elected to close an additional 8 stores at the end of August, which has impacted ‘

sales for the week ending September 3, 2011. However, there has been comresponding
reductions with respect to overhead costs an;i disbursements during the comparable period.
Furiher commentary with respect to the Company’s strategy to close an additional § stores is
provided in section 4 of this report.

Inventory balances have decreased by approximately $3.1 million (42%) from $7.35 million
to $4.25 million during the NOY period. No juventory purchases were contemplated during
the cash flow projection period; however, approximately $200,000 of higher margin
inventory, which was paid for prior to the date of the NCI filing, has been received by the
Compeny and made ava:ilablg for szle.

Payroll disbursemnents were approximately $8,500 higher than projected due to a portion of
the payroll period over lapping the NOI filing date. '

GST paid was approximately $516,000 lower than projected due to timing differences. Of
the unpaid GST, approximately $232,000 relates to the pre-fiting period and approxirmately

$284,000 relates to the post-filing period. Management has advised that the payment of GST 7

has been deferred to assist with short term cash flow funding requirements.

Please Mum Partnerghip, Elia Fashicns Lid. & Bossa Nova Fashions Ltd,
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(v) TFreight disbursements were approximately $17,000 higher than projecied as the Company
was Tequired to pay its suppliers in advance to contirue dé]ivenr services post-fling and
incurred additional freight costs to remove inventory from the additionsl 8 stores closed at
the end of August 2011,

{vi) Storec rent payments were approximately $97,000 lower than projected due to the additional
8 stores closed in August 2011.

(vii) Offshore purchases of $11,644 represent a payment made 1o a customs broker to release

approximately $200,000 of ]J.lgher margin inventory. This disbursement was not included in
the original cash flow projection.

(viii) Trade payables were approximately §1 34,000 lower than projected.

4. UPDATED CASH FLOW PROJECTIONS _
41 The Company has prepared updated cash flow projecﬁoqs for a 12-weck period ending

; November 26, 2011. A copy of the revised cash flow projections are attached hereto as
! - Appendix D.

4.2 The updated cash flow projections were prepared on the basis that, (i) store numbers would be
further reduced from approximately 21 stores to 13 stores plus an e-commerce site; (i) further
consolidation of inventory inchuding the ongeing orderty liquidation of excess inventory; and (iif)
continued suppost of RBC during the NOT proceedings.

4.3 The Company closed an additional 8 stores on August 29, 2011. The decision to reduce the

number of stores to 13 was made following firther analysis around sales levels and cash flow
funding requirements.

4.4 The Company’s updated cash flow projections indicate a decrease in overhead costs by
approximately $186,000 per month resulting from the additional store closures.

Please Mum Partnership, Elia Fashions Ltd. & Bossa Nova Fashions Lid.
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5. PRELIMINARY RESTRUCTURING PLAN

" 5.1 The ability of the Company to file a viable proposal continues to be largely dependent on the
following:

(f) Achieving sales projections to generate cash for further debt reduction;

(ii) Completion of the sale of the Company’s head office situated at 333 Woodland Drive,
Vancouver (the “Property™);

(iif) Securing additional capital to improve the liquidity pesition of the Company; and

(iv) Continued support frorn RBC during the NOI period;
5.2 Since the First Report to the Court of the Proposal Trustee, the Company has:

(@) satisfied RBC’s forbearance terms, which have included, inter alia, the reduction of the
Company’s operating credit limit to below $1.025 million by September 3, 2011. The
Company is required to further reduce the balance on the opersting facility to $700,000 by
September 20; 2011. Management is of the view that RBC will continue to support the

Company in these proceedings, subject to continued satisfaction of forbearance tenms.

(i) closed an additional 8 stores and reduced headcount by a further 72 employees in an effort to
reduce overhead costs and improve cash flow. The closure of the additional 8 stores has also
resulted in the consolidation of inventory fo improve the product mix at the remaining higher
performing stores.

(iii) ensured that all gift cards have been removed from Please Mum locations and deactivated
gift cards distributed through other retail channels. Management has advised that amounts
outstanding with respect to gift cards are approximately $750,000.

(iv) assessed the balance of entitlements owing to employees of the Company at the date of the
NOI filing. The balances owing with respect to vacation pay, termination and severance is
approximately $450,000, $860,000 and $70,000, respectively.

Please Mum Partnership, Elia Fashions Lid. & Bossa Nova Fashions Lid.
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(v) continued o engage environment consultants to undertake assessment work at the Property
in order to close a sale forthwith. In this regard, milestones with respect to the testing and
remediation work continue to be achieved. Management has advised that it anticipates
cbtaining a ceriificate of compliance within approximately 90 days which should put it ina
positien to closs the sale currently on fooi generating sufficient funds to entirely pay out
RBC.

(vi) cbtained a term sheet from a third party financier. Management has advised that the terms
were not in the best interests of the Co.mpany' and as such did not provide sufficient capital
to assist in the funding of a Proposal at a cost that was manageable and, therefore, have not
pursued this financing opportunity at this time.

(vii) engaged in discussions with a syndicate of investors potentially interested in funding the
ongoing operations of the Company in the long term.

53 Gcnerally; the downsizing has proceeded smoothly with a total of 75 store leases disclaimed since
the date of the NOI filing. To date, 16 landlords have demanded payment for unpaid rent during
the 30-day notice period leading to the effective disclaimer date. The Company, through its legal
counsel, has advised those affected landlords that the Company is unable to remit payment with
respect to the notice period due to cash flow consiraints; however, these claitos are conternplated
to be reviewed and addressed within the contexi of a proposal. The Company has advised that
amounts owing fo affected landlords with respect to the lease disclaimer notice périod is
approximately $807,000. The Proposal Trustee understands that the landlords who, through thejr
counsel, have contacted the Company or its counsel will be served with the application by the
Company for an extension of the time tc file a Proposal.

5.4 As roted in the First Report, Management has obtained multiple inventory appraisals to assess the
realizable value of sll inventory in a liquidation scenario. The appraisals suggest that RBC ﬁrould
potentially suffer a shertfall from the net realizations in an orderly lquidation scenario. In
addition, certain ligpidators have advised that they would not provide a net munmum guatantee
for the current inventory.

Please Mum Partnership, Elia Fashions Ltd. & Bossa Nova Fashions Lid
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5.5 Management has advised that curmrent employees, landlords, trade creditors and customers
continue to generally be supportive,

5.6 Based on appraisals obtained by Management, the liquidation of the Company’s assets in a
bankrupicy scenaria would result in a nil retun to unsecured creditors. Therefore, the prospects
1 of a going concern resiructuring scenzrio will likely be more attractive to creditors generally.

6. STAY EXTENSION APPLICATION
6.1 In our view, the Company has acted and contitues to act in good faith and with due diligence. n
this regard, the Company has continued to take steps to reduce overhead costs by closing a further
8 stores to improve its cagh flow position. Furthermore, the Company continves to progress
negotiations with potential investors, investigate alternative funding options and undertake
remediation work in order to accelerate the sale of the Property.

6.2 A viable proposal will be partially dependent on the settlement of the Property transaction and the
Company’s ability to reach an agreement with financier(s) and/or investors. Accordingly, the
Company requires additional time to allow the Property remediation work to be completed and

for prospective financiers and/or investors to complete sufficient due diligence to be in a position

{0 consider a transaction with the Company.

6.3 The only creditor that may be inmpacted by an extension of the stay of proceedings is RBC as the
value of its security may be reduced as the Company continues to sell down its inventory in the
normal course of its business. -However, the Company’s cagsh flow projections indicate that
RBC's credit facility will be reduced as the sale of inventory progresses. Managementi has
advised that they are currently negotiating an extension of the forbearance agreement with RBC
and that they do mot anticipate that RBC will object to a 45-day extension of the NOI
proceedings. |

Please Mum Parinership, Elia Fashions Ltd. & Bossa Maova Fashions Ltd.
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All of which is respectfully submitted this 14® day of September, 2011.

DELOITTE & TOUCHE INC.
In its.capacity as Proposal Trustee of

Please Mum Partnership, Elia Fashions Ltd. and Bossa Nova Fashions Litd.

and not in its personal capacity.

Per  HueyLes, MBA, CMA, CIRP
Senior Vice President

Please Mum Partnership, Blia Fashions Litd. & Bossa Nova Fashions Lid,
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No. VLC-8-B-110732
VANCOUVER REGISTRY
Estate No's 11-253244, 11-253245, and 11-253246

IN THE SUPREME COURT OF BRITISH COLUMEIA

IN BANKRUPTCY AND iNSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF

PLEASE MUM PARTNERSHIP
ELIA FASHIONS LTD.
BOSSA NOVA FASHIONS LTD.

ORDER

BEFORE THE HONOURABLE FRIDAY, THE 5% DAY OF
MR. JUSTICE BURNYEAT AUGUST 2011

THE APPLICATION of Please Mum Parinership, Elia Fashicns Lid. and
Bossa Nova Fashions Lid. (collactively, “Please Mum"), coming on for hearing on
August 5, 2011 and on hearing Cindy Cheuk, counsel for Please Mum, and
John F. Grieve, counsel for Royal Bank of Canada, and no one else appearing, although
duly served, and upon reading-the materials filed herein including the Nofice of
Application, dated July 28, 2011, the Affidavit #1 of Kathryn Adrian, sworn July 28, 2011
and the First Report of Deloitte & Touche Inc., the Proposal Trustes herein;

THIS COURT ORDERS that:

1. The time for the flling of a Proposal by Please Mum under Part |}l of the
Bankrupicy and Insofvency Acf, R.5.C. 1985, t. B-3, as amended, be and the same is

2838222v]
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hereby extended pursuant to section 50.4(9) of the BIA for a period of 45 days being
until Septembar 20, 2011. '

2. Notwithstanding paragraph 1 of this Order, Royal Bank of Canada, upon
giving no less than two clear days notice to Please Mum or such Jesser amount of notice
as this Court may order, shall not be bound by fhe stay of proceedings pursuant fo
section 69(1) of the BIA during the pericd of the extension.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT

TO EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED AS BEING BY
CONSENT.

BY THE COURT
(l" bhor 'fEﬂ’T,JT‘

SN e —

DISTRICT REGISTRAR

APPROVED AS TO FORM:

Counsel fof Please.Mum Parinership,
Elia Fpéhioni}t . and Bossa Nova Fashions Lid,

<
Ghihsel for Royal Bank of Canada

28382722¢!
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1, INTRODUCTION AND BACKGROTUND )
1.1 Elia Fashions Ltd, end Bossa Nova Fashions Lid, were formed on Aprl 29, 1985 and Jammary 23,
. 1989, respectively. Please Mum Pattnership was subsequently established on, Angnat 5, 2001 25 &
'geners] partnership between Elia Fashions Lid. and Bossa Nova Fashions T4d. (colisctively,
“Please Mum™ or the “Company”). The founder and Chief Bzecufive Officer, Kathryn Adsian,
comtrols Please Mum through 2 tsjority ownérehip of Elia Fashions T41. A copy of the Please
M Partnetship organizationsl chart is attached hereto as Appendix A,

1.2 Please Mim is a specialiy refailer of high quality children’s wear. The Company desiens,
contracts to mamfachire and retails dts producis mmder several Please Mium trademark brand
nemes. ‘The Company is headquartered in Vemoouver with all products sold exchosively throngh
iz cozparately owned stores and e-comtnerne site, Over the preceding 10 yoars, the Company has
grown from approximetsty 40 siores to over 90 siores, which are located i all Canadian
provinees except Quebec.

1.3 On July 7, 2011, Please Mum ffled 2 notics of infention {0 maks a proposal (“NOT™) pursuant to
Section 50.4 of the Bankruptcy and Insolvency Aot (“BIA”) and Deloitte & Touche Jne. was
appainted as trustee mnder the proposal (‘frropnsal Trustes™),

2, - TERMS OF REFERENCE
2.1 Tn preparing this repott, the Proposal Tmstee has rehied wpon financizl mformation of the,
Cormpany, zod discossions with Company menagement {Manageneni”) and is finsmeial and
leged advisors. '

2.9 The financiel information of the Compamy has not bes. andited, reviewed or otherwise verified
hythe Proposal Trustee a5 1o its acowacy or completeness, nor has it necessarily been prepared in

- accordance with generally accepted accourting principles and the reader is cautionsd thet this
seport may not disclose zll significert matiers about the Company, Additionally, none of o
procedures were intended to discloss defalcations or other irregilarities. 'Were we to perforrn
additional procedures or to undertzke an awdit examination of the fmancial statements in
avcordanios with generally accepted auditing standards, additional matters may have come to our
aftenfion. Accordingly, the Proposal Trustee does not express an opinion or provide eny other

Please Mum Partnership, Biia Rashions [id & Bossa Nova Fashions Lid.
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form of assurance on the finemcial or other information presented herein. The Proposal Trustes
mey refine or alter s observations as farther information is obtained or brought to its attention
after the date of this report.

2.3 The finamcial projections attached to this report were prepared by Management (except where
noted),  Although we have roviewed the assumptions wnderlying the projections for
reasonableness, financis] projections, by their nature, are dependent upon future events, wiich are

oot susceptible fo verification, Actnal resulis will vary from the information presemted and the
varistions may be material. We have not prepared a compilation a5 contemplated by Section
4250 of the Canadian Institute of Chartered Acoovatanis Handbook.

2.4 The Proposal Trustee assumes no responsibility or Bability for any loss or damage occasioned by
. amy party as a result of the circulation, publcation, reproduction ar nse of this report. Any use
which amy party makes of this repor, ar any relisnce or decisions to be made based on this report,
i3 the sole responsibility of such party. '

2.5 All dollar amonnts identified in this Teport are expressed in Canadisn dollars, wmless oftherwise
specifiad. . '

, FINANCIAL POSITION AND CAUSES OF FINANCIAL DIFFICULTY

31 The Company’s avemge ammal zevermes from fiscal 2005 through fiscal 2010 were
approximately $57 million per anmum and average eamings hefore interest, taxes, depreciation
and emortization (“EBTTDA*) over the same period were approximately $3 miilion per anmmr.
The Company’s FBITDA deteriorated sigmificanily in fisoal 2010, at & time when stors mmmbers
were af 2 peak. A summaty of the historical financial performance of the Company from fiseal
2005 to fiscal 2010 is attached hereto es Appendix B.

5.% Menagement attributes the funancial deﬁculty of the business to aggressive store e:ipa.usion that

coincided with the glebal recession, poor inveptory mansgement and fumover of key ezecniive .

personnel,

Please Mvm Parinership, Flia Fashions Lid, & Bossa Nova Fashions i,
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33 The expansion of the Company’s store mmmbers was primarily fimded throngh working capiiai
and credit facflities provided by Royal Bank of Canada (“RBC™). Mansgement has advised that
the Company endeavoured 10 refinance the RBC debt and gsource fivther capital injections -
fhrough a marketing and seles process over the past 12 months, without success, The Company’s
funding postiion was further impacted by the delay i the seiflement of 2 sale contract in respect
o the gale of the Company’s hezd office Incation, situated at 333 Woodland Dr:ve, Yaneouver
(the “Property™) due to potsniial environmental cdncerns. Paxt of the procesds from the zale of
the Property, which is owned by a related entity, was conterplated to repay the RBC debt. The
Compeny js carently tndertaking remediation work an the Proparty to satisfy the terms of the
sale contract, which Management anticipatos will be completed by November 2011.

3.4 An snalysis of store operations and results undertaken by Mamegement indicates thet
approximately 50% of stores were umprofitable with gales per square foot being the primary
determinate of store profitabitity, ‘The analysis has resulted in Mavagemert identifying z business
model to imctade 21 of the highest performing storss, which acconnted for approximately $17
millicn in sales and §2.7 million in store-level EBITDA for fiscal 2011, s

" 3.5 The mnalysis undertaken by Managsrment also indicates that. the Company has historically cardied
excess inventory, which has commitied significart capital to fand purchases and carrying costs.
The anilysis has resulted in Menagement taking steps to consolidate inveniory in an effort to
achieve an optitnmm product mix at each of the remaining store locations, -

3.6 Management has advised that dusto cu;:ﬁnuedlos@;w end in order to allow tme fof_fhﬁ Corppany
- {0 Testmciure fis operations and affaizs, i was resolved that a NOI be filed on Fuly 7, 2011.

4. CASHFLOW PROJECTIONS AND PRELIBINARY RESULTS
4.1 Cash flow projections prepared by the Company for a 13-week period to October 1, 2011 were
filed with the Office of the Superintendent of Bankuptey (“0OSB") and this Honourahis Cowt on
Tuly 15, 2011. A copy of the cash flow projections filed with the OSB slong with actnal cash
Aows for the three weeks ended July 23, 2011 are altached hersto 2s Appendix C.

Please Mum Partnersbip, Ela Feskions Tid & Bossa Nova Fashions Lid, :
Pimst Report of the Proposal Troatee Page 5



4.2 The cash flow projections were prepared on the assumption that, {§) store oumbers would be
:adncad from approximately 90 storss to 21 stores pius an e-commerce site; (i) consohdm of
inventory including an orderdy Bquidation of excess inventory; and (HD) the ongomg support of
RBC bared on credit availability at the time of the NOI fling,

4.3 The Proposal Trusies has reviewed the actral cash. flow results for the thres week period eaded
TJuly 23, 2011 and notes the following observations:

() Sales receipts were approximately §70,000 higher fhan projected. Sales have bben consistent

| with the Company’s summer sales stategy of offering significent discounts; however,

ensnting product Iines that have historically tmmed over quiddy are not marked down as
aggressi'vely compared with slower moving product lines,

(i) Inventory balances have decrsased by spproxiwmately 18% fiom $7.35 million to $6.02

miltion during the period, No tuventory purchases were contemplated during the cash How
: . projection period. Menagement hag advised that approximately $200,000 of high margia
; tuventory, Which was paid for prior to the date of the NOL fling, is ewaiting custons
: ' . clearance, Management is cumrently assessing the commercial benefi of seitling with the
5 onstamns broker in order for this inventoty o be released. )

(i) Payroll dishursements were approximately $8,500 higher than projected due to a portion of
the payrollpenod over lapping the NOI ﬁ]mg dats.

(iv) Freight dishnwsements were approximately $6,000 higher than projected as the Company was
required to pay Canada Post in advance to contime delivery services post-filing.

() Overall, dighmrsements for the period ere compershle to thoss projscied.

(vi) Based on these prefitninsry actual resnlis, the cash flow projections appedr 1o be ponsistent
with Menagement’s assuroptions,

Pleass Mum Parmership, Elia Pashions Lid. & Bosse Nova Fashiong Lid,
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4.4 The Company’s sales are projected to increase dizing Angust and September due to an increased
turnover of “Back to School’ invenfory, outerwear and holiday inventory, Management has
advised thet this is consistent with the Company's historical seles trends. The period July i
December. was @30 confirmed a8 a *high selling period’ in an independent invertory appraisal
obtamed by the Company.

4.5 Sales and operating costs disclosed in the cash flow projections to October 1, 2011 are based ona
31 store model; however, Management contimies to analyze the profitability of each store with
firther closures io be un&srtaken, if necessary, to optimize the fnapeial position of the business.

5. PRELIMINARY RESTRUCTURING PLAN
5.1 The shility of the company fo file a viable proposal will be largely dependent on the following:

@ Contimed sapport from RBC during the NOI period;
i) Ach:mnng sales projections {o generate cash for farther debt réduction;
(iif) Conpletion of 'P:hePl:opexty sale contract; a:lad |
(iv) Securing capital to fmprove fhe Tiquidity position of thf: Compeny.
5; The Cuméanyhas fa]mnthf. followingstepsto‘date in respect fo itz reshuctoing plan:
() Disclzimed 72 ot s eod reisebnted iventory amongst fhe remaining 21 stores. T
addifion, fnventary has been consolidated to achieve an optimm procduuct mix in terms of

zatio of tops ta bottoms, colotr, size and number of waits per sioze.

() Adopted an orderly liquidation sales straiegy in an effort o realize on excess inventory lovels,

Please Mom Parinership, Hlia Fasloons Lid, & Bossa Nova Fashiops Lid.
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(it)Reduced employes head count from approximately 369 to 240 over the retail stores,
warehguse and head office locations, The majerity of tepminated employess have been paid
their outstanding wages up to the date of fHng,

(iv) Bngaged independent environmental contraciors to begin testing and remediation work at the
Property to progress the sale contract. '

%)) Pmr 1o the OL ﬁ]m,,, the Company held discussions with 2 mm:ber of parties to attract
m.vash:aant through a sales and marksting process. Management has adwised that thaywere
1mable to finalize a sale of the business es the due diligence tndertaken by potential investors
suggesied that the 90 store model was pot snstaingble. The Company also approached
nmltiple finsncis] instifetions; however, due to onerous terms sought by the fnanciers, the
Company did not proceed with 2 refioance of it debt. :

(i) To date, the Cotpany has held discussions with private investors, Snanciers and Hquidators

- to comsider debtor in possession finance (“DYP¥). These discussions are at a prelimirary’

giege,

5.3 Management has obtained multiple invemory appraisals to assess the realizable value of all
inventory in  Hquidation scenarfo. The appraisals suggest that RBC would polentially suffer a
shortfall from the net reslizstions in an ordedy lgridation scepado. o addition, carfain
Tiquidators have advised thet they would not provide a nef minimum guarantee for the cument
invemiory,

Please Mum Partnerslip, Elis Rashions T2, & Bossz Nova Fashions Ltd, .
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"

54 A supmmary of the Costomer’s creditor profile as at July 7, 2011 is provided below.

’ E’itml'ﬁed b ﬂ"l]lk.t?

: | 6
Tandiords (anseonced) 57 ' 703
Trade Croditors (msecured) 387 652
Total aE . 38 16,005

The eraditor balances have been exiracted from the records of the Compery end may be subjest
to adjustments omce reconciled with creditor claims. Furthermore, thers are a mmber of
customers whe purchased gift cards prior o the NOI filng, The Company has taken the position
that these gift cards are an wmsecored claim and will be deslt with in the context of a proposel
along wiih andlord claims and ofher unsecured claims of the estats,

5.5 Management has advised that employees, landlords, frade creditors end customers have generally
been supportive sinoe the WOI fling,

5.6 Based on appraisals obtamed by Manageraent, the liguidation of the Company’s assets in a

‘bankrapicy scenario womld result i1 a il refusn to nosscured creditors, Thercfors, the prospects

of a going concern restroctiring scenario will likely be more aifractive to creditors genesally.

6. SYAY EXTENSION APPLICATION
6.1 In our view, fhe Company bas acted and contimmes to act in good faith and with due ditigence, Ta
this regerd, the, Company immediztely took steps following the NOI :Ehng 0 improve cash flow
by clesing 72 unprofitable stores, termma.hng 629 employess and consolidating and liquidating
excess inventory, Furthermors, the Compeny is progressing negotistions with private investors,
investigating alternative funding options and undertaking remediation work i order to acoelerate
the setflement of the Proparty transaction.

Please Mum Partnership, Elia Fashions Lid. & Bossa Nova Feshions Lid. -
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6.2 A viable proposal will be periially dependent on the setflement of the Property transaction and the
Commpany’s ability 1o reack an agreement with & financier end/or nvestors. Accordingly, the
Company will requite additional time to allow the Property remediation work to be undertaken
and for prospective finenciers and/or investors o complete sufficient due diligence fo be in a
position to consider a tramsaction with the Cotmpeny.

6.3 The oaly creditor that mzy be impacted by an extension of the stay of procesdings is RBC 25 the
valne of its security may be reduced as the Company contimes to sell down. its inventory i the
sormal, course of s business. However, the Company’s cash flow projections indicate fhat
RB(s credit facility will be reduced over the 13-week period as the sale of inventory progresses.
Manzgement hes advised that RBC does not object to 2 45-day extension of the NOI proceedings.

ATl of vhich is respectfully aromitted this 2% day of Angust 2011.

DELOITTE & TOUCHE INC.

In its capacity as Proposal Trastes of

Plense Mum Partnership, Bla Fashicns Ltd, and Bogsa Nova Fashions Ltd,
and not in its persona’ capacity.

Per:  HueyLee, MBA, CWA, CIRP
Bemior Vice President

Please Mom Partnershiz, Fliz Fashions Lid, & Bossa Nove Fashions Lid, .
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APPENDIX B .
SUMMARY OF HiISTORICAL FINANCIAL PERFORMANCE 2005 - 2010
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Revenua

Product Safes § SG.3B6444 5 60,074,634 § ADZAS,O 5 56,344,164 § R47s005 & 54,911,802
Other 101,019 702,743 339,053 A2, D4 290,731 52,560
Reveres SeABTASE  SLETZAIT  GBSB4I01  SGAD6MEE  SqETVA36  S4.054.7E2
Coet of safes DA T7,45R,03 28,241,846 22,804,382 24247,8997 24,760,305
oS Proft 28,514,739 33,619,395  IL34LTE 3LBM,148 30,360,130 30,204,473
Gires Marmin % 50.6% 55.1% EEN 40.0% 55.8% 55.0%
Brpanses .
Seiling expenses 18,551,372 094,38 IERAE 21,785,916 22,565,880  25,158,81%
General and edrdnistration 6,793,509 6,182,191 9,099,383 T360,476 5, (M4, 859 6,036,304
Amortization 1194784 1,632,518 2,065,432 2336450 - 2,367,188 2,506,589
Interest expens 157,084 167,821 184,033 2A%,013 729,592 138,484
26,616,848 28,904,202  34BE5S%  MUTBE 3O0TTAN 34,640,079
Exrrings befors the md 1,859,880 4,685,104  (@543,040) 2,030,763 51,640 (4,435,305
Other expenses (Insame)
Asset Impairment loss (GSaind - - . - . - 39,3m
Unrzalized foraign evsfmoge lass [gatn) - . - " 601,358y 278,804
Lass on dlspoml of property, plant & eqoip {14,565) {2,000) {230,676) 9155 - -
[14,585) 2,000) {230,678) 9,155 [61%,285) 638,195
Earmings before Income taxes 1,914,455 4697104 Q313,34) 2,021,426 g53,m%  (5.074,000)
Income taves
Cusrent {remvary) 505,945 540,045 200,693 - {15,328) .
Fofre: '
Strort: Term 260,224 948,366 {801,827) {15,405} 83,574 [938,458)
Long Term {117,468) ~ 98,291 54,718 165,408 {58¢,188) (676,352)
668,702 1,686,702 544,275 150,003 213,888 1,614,518}
Net earings fram sontinuing operafions 1,245,753 3,010,402 (1,768,088) 1,871,125 634,142 [3,4499,482)
Lows from discentinued oparations, net of $oes {£92,745)  [2,135.599) {360,237 . - -
Net pernings 004 1EAIE ZIBDS LIS D42 (00,42
Retained garmings, beginnine of pariod 4,208,388 4,048,352 5,523,195 4,594,869 b, 317,669 §,962,031
Retiiped Eamings, end of Period ? 4648392 § 6,522,195 5 4,354,340 6,265,585 5 5,962,031 ,§ 3,502,548

Met esmines 352,004 1,874,803  [@128,38) 1,574,155 634,142 (3,499,462)
Acljustraents
Amortization 194,784 1,632,920 065482 2338452 2,367,198 2,506,589
Interest expense 157,084 167,821 187,13 26,019 129,582 138,481
Inceme t2x expensa e68,702 1,886,702 (544,278) 150,003 248,800 (1,414,318)
Biapexzl of P P &E [44,565) (2,000 30,578) 9,155 - -

" hsset mpmirment less - - - - M 359,391
Memageiment fee 1,420,060 500,800 4,875,000 40000 . ADD,DID 5b0,000
|ogs from disesntinued eperstions, net of taxes BT 1,135,599 380,237 - i -

EB{TDA

$ 4SMTB 5 6995870 § 153485 § 5057

5f S 3,745,800

£ {1,569,540)




Chrrent assmba:

Cash § R990 § &3361 § 417393 §  4i3E0 5 489,7R3 8 37463
Resericted cash 113,120 83,887 100,877 26,633 - -
Investment In Fotward Contracts - - - - 601,389
Accounts pecatvabla 216,944 © 208,197 105,871 98,535 107,480 279,212
tnventories BAFEIE S IMIE 6HRN47 739,84 837,80 3,782,208
Income Tax Recehmble - - - i) %357 -
Cue from shasgholder . 452,500 2,515,125
Prepaid sxpenses and deposits . 424,908 402,348 543,405 644,850 890,600 790,916
Current assets of divonfinted operations 1,338,594 OfZ,439 308,101 - .
14,319,859 1559980 785489 8,596,617 10,403,880  10ZeS7e7
Froperty, plant & =quipmant: ©4360,103° SIS 8109245 BEM,4S BRI 7473069
Future income e 125,662 27351 . J%6, 23 1,072,573
Partnership organization casts 1,28 i} g 1] ]
Tradernark . 227086 730 54,303 &5,301 723,591 638,847
Prowissory Nate - 2,628,460  Z,B7B,400 828,400 228,400
Due from: [to) releted coripanies 1,004 208 - - - - -
5,570,394 5,368,794 10,9?1,9‘5 147,168 10,475,447 10,263,191
$ 18,830,268 § 16,529,276 § 18,886,850 § 20,013,781 § 20,879,116 % 2048398
LIABILITIES AN SHAREHDLDERS' EDUITY
Current Fabilites:
Bank indebtednees 1,841,637 120,600 2,710,000 1,730,000 520,000 1,650,000
Accounts payable and accrued Habilitias 6,007,552 5,703,601 5,739,351 4437074 5,303,063 7,018,910
Incoma taxes payable 13,428 1,75% 5,227 - - -
Current porkian of cblfgations under capita 451,098 534,520 310,145 29E,954 245,356 218,433
Term Loans 411,580 5,803 237,433 6,582 %7 -
Unrealized Galn en Foreien Exchange Contracks 278,804
Deferved reventta 30,639 40,877 1,417,783 1,305,465 387,3(8 452,74
Future Incame Taxes 2,069,002 3,017 358 Z215,540 200,135 3,024,010 2,085,342
10,824,976 9,507,228 112,636,852 10,028,217 10,482,124 11,744,786
" Tarm Loy 5432
Defarred Revenus 1,197,334 1,246,887
Cbligations under czpital lease 320,348 190,255 208,954 345,500 733,329 15,840
Long Temm bebt 29,042 245,799 10,907 - - 2,300,060
Long Term Future income Taxes 2,526 192,935 - -
' Due to stareholders 544,750 1,607,211 3,174,964 2,004,040 1,678,667
B94,440 436,053 1,654,638 3,719,311 24834703 . 5,241,354
Shareholders' Equity:
Share apital : 462,760 462,760 280 260 260 260
Retained earmings 4,548,392 E,523,195 , 4,394,870 6,265,995 6,962,029 3,502,548
Partniers' Capital
Elfa Fashfons Ltd. . - . = - -
Bossa Nova Fashions Lid, - - - - - -
5,111,152 6,985,954 . 4,395,130 6,266,255 6,962,789 3,702,808
516,830,268 § 14,975,276 5 18,886,550 S 20,043,785 § 20,879,116 % 20,485,558




APPENDIX C
CASH FLOW PROJECTIONS DATED JULY 15, 2011 AND
ACTUAL CASH FLOWS FOR THE THREE WEEKS ENDED JULY 23, 2011
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APPENDIX C
CASH FLOW PROJECTIONS DATED JULY 15, 2011 FILED WITH THE OFFICE OF
THE SUPERINTENDENT OF BANKRUFTCY AND ACTUAL CASHFLOW RESULTS
FOR THE NINE-WEEK PERTIOD ENDED SEPTEMBER 3, 2011

Please Mum Parinership, Elia Fashions Lid. & Bossa Nova Fashions Litd.
Second Report of the Proposal Trustee
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APPENDIX D
UPDATED CASH FLOW PROJECTION
FOR THE PERIOD SEPTEMRER 10 TO NOVEMBER 26, 2011

Please Mum Partmership, Elia Fashions Ltd, & Bossa Nova Fashions Ltd,
Second Report of the Proposal Trustee
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APPENDIX C

CASH FLOW VARIANCE ANALYSIS

Please Mum Partnership, Elia Fashions Lid. & Bossa Nova Fashions Ltd.
Third Report of the Proposal Trustee and Proposed Monitor
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APPENDIX D

NOTICE OF A MATERJAL ADVERSE CHANGE

Please Mum Partnership, Elia Fashions Ltd. & Bossa Nova Fashions Ltd,
Third Report of the Proposal Trustee and Proposed Monitor



No.B110732
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE PROPOSAYL OF
PLEASE MUM PARTNERSHIF
AND
ELIA FASHIONS LTD.
AND
BOSSA NOVA FASHIONS LTD.
(collectively, “Please Mum” or the “Company™)

PROPOSAL TRUSTEE’S REPORT TO THE OFFICIAL RECEIVER
ADVISING OF A MATERIAL ADVERSE CHANGE
{Subsection 50.4(7)(b)(i) of the Baniruptcy & Insolvency Acf)

INTRODUCTION AND BACKGROUND

1.

Elia Fashions Lid. and Bossa Nova Fashions Ltd. were formed on April 29, 1986 and January 23,
1989, respectively. Please Mum Partnership was subsequently established on August 5, 2001 as a
general partmership between Elia Fashions Ltd. and Bossa Nova Fashions Ltd. (collectively,
“Please Mum” or the “Company”). The founder and Chief Executive Officer, Ms. Kathryn
Adrian, controls Please Mum through & majerity ownership of Elia Fashions Ltd.

On July 7, 2011, Please Mum filed a notice of intention to make a proposal (“NOT”) pursuant to
Section 50.4 of the Bankruptcy and Insolvency Act (“BIA™) and Deloitte & Touche Inc. was
appointed as trustee under the proposal “Proposal Trustes™).

On August 5, 2011, by Order of the Supreme Court of British Columbia (the “Court™), the stay
of procesdings was extended to September 20, 2011,

On August 20, 2011, by Order of the Court, the stay of proceedings was extended to September
30,2011,

On Septemnber 30, 2011 by Order of the Court, the stay of procesdings was extended to
November 14, 2011. :

On November 7, 2011 by Order of the Court, the stay of proceedings was extended to November
21,2011



7. OnNovember 21, 2011 by Order of the Court, the stay of proceedings was extended to November
28,2011.

8. OnNovember 24, 2011 by Order of the Court, the stay of proceedings was extended to December
6,2011.

9. This report shoyld be read in conjunction with the Proposal Trustee’s reports dated Aungust 2,
2011 and September 14, 2011.

10. Additional information on these proceedings is available on the Proposal Trustee’s website at
WW.deloitte.pomka/nleas&mum.

MATERIAL ADVERSE CHANGE

11. The Proposal Trustee has reviewed the actual cash flow results with a comparison to the cash
flow projections prepared by the Company for the 12-week period from September 10, 2011 to
November 26, 2011 and filed with the Couri in the Proposal Trustee’s report dated September 14,
2011. The Proposal Trustee provides the following comments:

(D The Proposal Trustee has recently been informed by Management that the Company has
not remitted source deductions to the Canada Revenue Agency (“CRA™) for the payroll
period from September 9 to November 18, 2011 totaling approximately $117,000. A
portion of these funds constitute a deemed trust priority including unremitted amounts of
federal and provincial incomne tax, as well as employee contributions of Canada Pension
Plan and E'mployment- Insurance that bave been deducted or withheld.

(i) The Company has advised that it has insufficient funds to pay the outstanding
professional fees of the Proposal Trustee at this time. The Proposal Trustee is currently
owed approximately $50,000 as at the date of this report.

12. The Proposal Trustee is of the view that the non-payment of source deductions and the inability

of the Company to pay outstanding professional fees constitute a material adverse change in the
Company’s cash flow and financial ciroumstances.



PROPOSED CCAA PROCEEDINGS

13. The Proposal Trustee has been advised by the Company that it will be making an application for
creditor protection under the Comparics’ Creditors Arrangements Act (“CCAA™) on December

6, 2611,
PROPOSAL TRUSTEE’S INTENDED COURSYE OF ACTION

14. The Proposal Trustee is of the view that:

() The Company has not operated in a manner consistent with its cash flow projections for the
period September 10 to November 26, 2011; and

(i) There have been matetial changes to the Company’s financial position since NOI filing date.

15, It 1s the Proposal Trustee’s intended course of aciion to file this report with Cowrt pursuant to
subsection 50.4(7)(b)(il) of the BIA. The Proposal Trustee also intends to distribute this report to
creditors of the Company pursuant to subsection 50.4(7)(c) of the BIA.

Dated af Vancouver, British Columbia this 2°* day of December 201 1.

DELOITTE & TOUCHE INC.
In jts capacity as Proposal Trustee of

Please Muwm Partnership, Elia Fashions Lid. and Bossa Nova Fashions Ltd.
and not in its personal capacity.

Per:  Huey Lee,IMBA, CMA, CIRP

Senior Viee President



APPENDIX E

16-WEEK CASH FLOW PROJECTIONS

Please Mum Partnership, Elia Fashions Ttd. & Bossa Nova Fashions Lid.
Third Report of the Proposal Trustee and Proposed Monitor
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