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In the matter of the Notices of Intention to Make a Proposal of: 

2806436 CANADA INC. 
- and -
2818396 CANADA INC. 

- and -
Debtors 

Richter Advisory Group Inc. 

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

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

Trustee 

I, Stephane DeBroux, CPA, CA, CIRP of Richter Advisory Group Inc. ("Richter"), Trustee, with respect to 
the Notices of Intention to Make a Proposal ("Notices of Intention") filed by 2806436 Canada Inc. and 
2818396 Canada Inc. (the "Debtors"), insolvent persons, do hereby report to the Court the following: 

1. The Debtors were leading manufacturers of private label health and beauty care products in 
Canada. As part of their businesses, the Debtors offered to their customers' turnkey services for all 
of their private label needs, starting with the initial concept, the development of a formula, the 
marketing research, the design of the package to manufacturing and distribution. 

2. On March 22, 2016, the Debtors filed each a Notice of Intention to Make a Proposal in accordance 
with the Bankruptcy and Insolvency Act ("the Act''), a copy of which has been annexed hereto as 
Exhibit "A". 

3. On the same date, the Debtors filed each an Application for the Issuance of Orders Authorizing a 
Sale of Assets (the "Sale Applications") seeking the authorization to sell all or substantially all of 
their assets as a going concern to Davion Inc., acting on behalf of 9338-9641 Quebec Inc. (the 
"Purchaser"), whereby the Purchaser offered to purchase all or substantially all of the Debtors' 
assets, as a going concern (the "Transaction"). 

4. On March 24, 2016, the Court granted the Sale Applications and rendered in each file an order 
approving the Transaction, and authorizing the transfer of the Debtors' assets to the Purchaser 
free and clear of all charges (the "Purchased Assets"). 

5. On the same date, the Transaction closed and the purchase price was paid to the Trustee, acting 
as escrow agent. However, as further described below, some of the elements of the Transaction 
remain to be completed post-closing. 
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6. On March 29, 2016, documents were sent by mail to all creditors of the Debtors, as identified by 
them, which included a copy of the Debtors' Notices of Intention, as annexed hereto as Exhibit 
"B". 

7. On March 31, 2016, the Debtors filed with the Official Receiver a Statement of Projected Cash 
Flow ("Forecasf') together with his report pursuant to Section 50.4(2)(c) of the Act, covering the 
period from March 28 to April 24, 2016, which included the major Assumptions used in the 
preparation of the Forecast. Concurrently therewith, the Trustee filed its Report on the 
reasonableness of the Forecast in accordance with Section 50.4(2)(b) of the Act, all of which have 
been annexed hereto as Exhibit "C". 

8. The Trustee has compared the actual results to the Forecast and the actual results to date have 
been consistent with the Forecast. 

9. Since the closing of the Transaction, the Debtors and the Purchaser have been working towards 
transferring the business and operations in a manner which would allow such transition to appear 
seamless, to the extent possible, to the principal suppliers, clients and employees in order to 
reassure them of the Purchaser's intention in continuing the Debtors' business and operations and 
preserve the business relationship with such parties. 

10. Amongst these parties are Shoppers Drug Mart and Loblaws, who were both, as at the closing of 
the Transaction, major clients of the Debtors, and with whom the Debtors and the Purchaser have 
and continue to spend considerable time in order to ensure that these clients will continue to do 
business with the Purchaser. 

11. In addition to the foregoing, the Purchased Assets include a tax credit to which the Debtors were 
and remain entitled to pursuant to the Scientific Research and Experimental Development Tax 
Incentive Program (the "SR&ED Tax Credit") put in place by Canada Revenue Agency ("CRA"). 
However, since the SR&ED Tax Credit could not be assigned to the Purchaser, the Debtors and 
the Purchaser agreed that the filing of the required forms and supporting documentation allowing 
the Debtors to claim such SR&ED Tax Credit and remit it to the Purchaser upon reception would 
be made post-closing. As such, since the closing of the Transaction, the Debtors have taken 
various steps to complete and file the required forms with CAA, including the engagement of a 
third party consultant, in order to claim the SR&ED Tax Credit. The payment of the SR&ED Tax 
Credit will not only enable the Debtors to complete the Transaction but will also allow the Debtors 
to pay to the Centre d'aide aux entreprises de la rive-sud ("GAE") amounts owed to it (approx. 
$208,000) pursuant to a Convention de Pret (the "CAE Debt"). Since CAE holds a first ranking 
hypothec over the SR&ED Tax Credit, the Purchaser had agreed to assume the CAE Debt, on a 
limited recourse basis, up to the amount of the SR&ED Tax Credit. 

12. The Debtors have filed a Motion to Extend the Delay for the Filing of a Proposal ("Motion") in order 
to facilitate the transfer of all of the Purchased Assets to the Purchaser. 

13. Although progress has been made since the filing of the Notices of Intention, an additional period 
of time remains necessary to ensure that the transition of the Debtors' business to the Purchaser 
be completed as swiftly and seamlessly as possible. 

14. The Debtors have prepared an additional Cash Flow Forecast for the period ending June 3, 2016. 
Annexed hereto as Exhibit "D" is the Statement of Projection Cash Flow covering the period from 
April 18, 2016 to June 3, 2016 which includes the major Assum pt ions used in the preparation of 
the aforementioned Forecast, the Trustee's Report on the reasonableness of the Forecast in 
accordance with Section 50.4(2)(b) of the Act and the Debtors' Report pursuant to Section 
50.4(2)(c) of the Act. 

15. If the extension is granted, we are not aware that any creditor will be materially prejudiced. 
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16. The Debtors' principal secured lender is Canadian Imperial Bank of Commerce ("CIBC"). CIBC has 
been advised of the Debtors' Motion and does not oppose the extension sought herein. 

17. In the event that the extension is not granted and a Bankruptcy ensues, the transition of the 
Debtors' business and the transfer of the Purchased Assets would likely be disrupted. 

18. That given the foregoing, the Trustee hereby recommends the granting of the extension by the 
Court to June 3, 2016. 

DATED AT MONTREAL, this 151
h day of April 2016. 

Richter Advisory Group Inc. 

;f )~ ~---------
Stephane DeBroux, CPA, CA, CIRP 
Administrator 
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