
 

C A N A D A 
Province of Quebec 
District of Québec 
Division No.: 01-Montréal 
Court No.: 500-11-055853-192 
Estate No.:  41-2462925 

S U P E R I O R   C O U R T 
(Commercial Division) 

Bankruptcy and Insolvency Act 
 

  

  

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

  
8738971 CANADA INC. (DBA PAZAZZ 
PRINTING INC. / IMPRIMERIE PAZAZZ INC.) 
legal person duly incorporated under the laws of 
Canada, having its registered office at 5584 
Chemin de la Côte-de-Liesse, Montreal, QC H4P 
1A9 

  
Petitioner / Debtor 

 -and- 

 

 RICHTER ADVISORY GROUP INC.  
 

Proposal Trustee 
 

 
 

FIRST REPORT OF THE TRUSTEE 
ON THE STATE OF PETITIONER’S BUSINESS AND FINANCIAL AFFAIRS 

 
 

Richter Advisory Group Inc. (“Richter” or the “Proposal Trustee”), in its capacity as trustee with respect to 

the Notice of Intention to Make a Proposal (“NOI”) filed by 8738971 Canada Inc., doing business as Pazazz 

Printing Inc. / Imprimerie Pazazz Inc. (the “Debtor” or the “Company”), an insolvent person, does hereby 

report to the Court the following: 

INTRODUCTION 

1. On January 14, 2019, the Debtor filed the NOI in accordance with Section 50.4(1) of the 

Bankruptcy and Insolvency Act, R.S. C. 1985, c. B.-3, as amended (the “BIA”), and Richter was 

appointed as Proposal Trustee under the NOI. A copy of the Certificate of Filing issued by the 

Superintendent of Bankruptcy is annexed hereto as Exhibit “A”.  

2. On January 18, 2019, documents were sent by regular mail to all creditors of the Debtor, as 

identified by it, which included a copy of the Debtor’s NOI, as annexed hereto as Exhibit “B”. 
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3. On January 23, 2019, the Debtor filed with the Official Receiver a Statement of Projected Cash 

Flow (“Projections”) together with his report pursuant to Section 50.4(2)(c) of the Act, covering the 

period from January 14, 2019 to February 15, 2019, which included the major assumptions used in 

the preparation of the Projections. Concurrently therewith, the Proposal Trustee filed its Report on 

the reasonableness of the Projections in accordance with Section 50.4(2)(b) of the Act, all of which 

is annexed hereto as Exhibit “C”. 

4. On January 24, 2019 the Debtor filed a motion entitled Motion for the Authorization and Approval of 

Interim Financing, Certain Charges, A Sale and Solicitation Process and Other Relief (the “DIP, 
SSP and Extension Motion”). The DIP, SSP and Extension Motion has been scheduled for 

hearing on January 29, 2019. 

5. In order to monitor the affairs and finances of the Debtor, the Proposal Trustee has been provided 

with access to the books, records and other important documents of the Debtor. 

PURPOSE OF THIS REPORT 

6. The purpose of this First Report is to provide this Court with information pertaining to: 

a) A concise summary regarding the background and operations of the Debtor, its creditors and 

recent efforts undertaken to stabilize the Debtor’s business operations; 

b) The DIP Financing; 

c) The Administration Charge; 

d) The Sale and Solicitation Process; 

e) The Debtor’s statement of projected cash flow for the period from January 14, 2019 to 

February 15, 2019; 

f) The Debtor’s request for an extension of the statutory delay to file a proposal (the “Proposal 
Period”) to March 13, 2019; and 

g) The Proposal Trustee’s recommendations that this Court make orders, as requested by the 

Debtor: 

• Approving the DIP charge; 

• Approving the Administration Charge; 

• Approving the Sale and Solicitation Process; and 

• Approving the extension of the Proposal Period to March 13, 2019. 
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TERMS OF REFERENCE 

7. Unless otherwise noted, all monetary amounts contained in this First Report herein are expressed 

in Canadian dollars. 

8. In preparing this First Report, the Proposal Trustee has relied upon certain unaudited financial 

information prepared by the Debtor’s representatives, the Debtor’s books and records, and 

discussions with the Debtor’s representatives and legal counsel (the “Information”). 

9. Except as otherwise described in this First Report, the Proposal Trustee has not audited, reviewed 

or otherwise attempted to verify the accuracy or completeness of the Information in a manner that 

would wholly or partially comply with Generally Accepted Assurance Standards (“GAAS”) pursuant 

to the Chartered Professional Accountant of Canada Handbook and, as such, the Proposal Trustee 

expresses no opinion or other form of assurance contemplated under GAAS in respect of the 

Information.  

10. Future oriented financial information relied upon in this First Report is based on the Debtor’s 

representatives’ assumptions regarding future events; actual results achieved may vary from the 

Information presented even if the hypothetical assumptions occur and these variations may be 

material.  Accordingly, the Proposal Trustee expresses no assurance as to whether projections will 

be achieved. 

GENERAL BACKGROUND INFORMATION OF THE DEBTOR 

11. The Company provides printing solutions and distribution of all visual and printed communications 

for commercial, industrial, and retail applications including packaging, signage and large format 

printing as well as graphic design, direct marketing, fulfillment and logistics services. The 

Company’s customers are located primarily in Quebec, Ontario and the USA.  

12. The Company operates in Montreal in leased premises from a third party. 

13. At the time of the filing, the Debtor had approximately 50 full-time employees. Employee wages 

and remittance of deductions at source were current at the time of the filing. 

14. The Debtor reported a net loss before taxes of approximately $0.6 million for the year ended 

March 31, 2018 and $0.8 million for the eight months ended November 30, 2018. The Debtor has 

attributed its significant operating losses to a multitude of factors including: 

a) Overall reduced demand for print advertising and mailing and the loss of certain key contracts; 

and 
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b) Fixed overhead that is not aligned with current revenue levels, in particular, the leased head 

office/production facility that is too large and too expensive and certain expensive and 

unnecessary equipment leases. 

15. Notwithstanding the Debtor’s attempts to implement certain cost-reduction measures in the past 

twelve (12) months, the losses continued, and the financial situation deteriorated rendering the 

Company insolvent. 

16. As a result of the financial difficulties the Debtor’s secured lender, on January 9, 2019, the Toronto 

Dominion Bank (“TD Bank”), issued a notice pursuant to Section 244 of the BIA to enforce its 

security.   

17. It was subsequently determined by the Debtor that due to the current financial situation, the best 

course of action would be to file the NOI in an attempt to restructure the business and file a 

proposal to its creditors. 

18. The Debtor’s assets consist primarily of accounts receivable with a gross book value of 

approximately $1.3 million, as well as inventory (mainly raw materials) and various fixed assets 

with a net book value of approximately $0.4 million and $1.4 million respectively at the time of the 

filing.  

THE DEBTOR’S CREDITORS 

19. At the time of the filing of the NOI, the Debtor’s books and records reflected the following amounts 

due to its creditors: 

a) Secured Creditors: 

• The TD Bank - $0.9 million. Subject to a full security review to be performed, the Proposal 

Trustee is informed that TD has registered a first ranking charge on all of the Debtor’s 

assets, except for the existing equipment under capital leases; 

• Parties who have published ownership retention interests with respect to equipment.  

b) Unsecured Creditors: 

• The Debtor’s books and records reflect an amount of approximately $2.4 million consisting 

of the following: 

- Trade creditors: approximately $2 million; 

- Related party: approximately $0.3 million; 

- Employees: approximately $0.1 million in respect of accrued vacation pay. 
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OBJECTIVES OF THE DEBTOR’S NOI PROCEEDINGS AND EFFORTS TO STABILIZE THE 
BUSINESS OPERATIONS 

20. As noted above, as a result of a number of factors, the Debtor has suffered significant losses in the 

past two years and has overhead costs that greatly exceed the production levels required by the 

Company. In the circumstances, the Debtor has determined that it is in the best interests of all 

stakeholders for the Debtor to commence this NOI process as well as the SSP (as defined below) 

to determine if the business can continue on a going-concern basis or if it will be liquidated for the 

benefit of its stakeholders. 

21. Since the filing of the NOI, the Debtor, has been focused on a number of areas to stabilize the 

business and preserve its going concern value.  

22. These efforts include, but are not limited to: 

a) Communications and making arrangements with major suppliers to ensure continued supply of 

product to enable the Company to fulfill existing and future orders; 

b) Communications with the Company’s employees to explain the process and to ensure their full 

cooperation during the filing period; and 

c) Seeking additional funding through the DIP financing to permit the Company sufficient time to 

run a going concern sale process. 

DIP FINANCING 

23. While the TD Bank is willing to provide ongoing funding pursuant to the existing credit facility (with 

certain modifications), the short-term cash flows of the Debtor (as summarized below) demonstrate 

a need for additional financing. As a result, the Debtor has signed a commitment letter with one of 

its minority shareholders JGALA Holdings Inc. / Placements JGALA Inc. (the “Interim Lender”) to 

provide additional funding to the Debtor subject to various terms and conditions, including: 

a) A maximum facility amount of $600,000; 

b) Interest at the rate of 18% per annum; 

c) A facility fee of $10,000; and 

d) A charge on the assets of the Debtor which will rank after the TD Bank and the Administration 

Charge (as described below). 

24. The commitment letter contains various standard terms and conditions relating to repayment, 

reporting requirements, covenants and terms of default. The repayment clause sets a repayment 
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date of March 15, 2019 by which all advances from the Interim Lender must be repaid unless a 

later date is agreed to by the Interim Lender.   

ADMINISTRATION CHARGE 

25. The DIP, SSP and Extension Motion calls for an Administration Charge in the amount of $100,000 

to secure the post-filing professional fees of the Proposal Trustee, the Proposal Trustee’s counsel, 

and counsel for the Debtor. The Trustee and Debtor’s counsel have each received a pre-filing 

retainer of $25,000 which will be applied to the final outstanding invoices.  

26. The Administration Charge will rank after the security of the TD Bank and prior to the DIP financing 

charge.  

SALE AND SOLICITATION PROCESS 

27. The Company with the assistance of the Proposal Trustee will commence a sale and solicitation 

process (the “SSP”) to sell the Company or its assets with the intention of continuing the business 

on a going-concern basis, if possible. The following is a brief timeline that is expected to govern the 

SSP, assuming approval by the Court: 

a) February 1, 2019: Issuance of a teaser document to potential interested parties including 

strategic buyers, financial investors and liquidators; 

b) February 1, 2019: Opening of a digital data room (to be maintained by the Proposal Trustee) 

which will contain the relevant necessary information to enable interested parties to evaluate 

all aspects of the Company’s business including financial statements, sales by customer (with 

certain confidential information removed), details of existing receivables, inventory and 

equipment, copies of leases, as well as the terms and conditions of sale; 

c) February 2 to February 24, 2019: Due diligence period for interested parties. All parties who 

wish to gain access to the data room will be required to first sign a non-disclosure agreement; 

d) February 25, 2019: The deadline to submit offers to the Proposal Trustee will be Monday 

February 25, 2019 at noon Montreal time. The offers will be opened by the Proposal Trustee 

immediately thereafter; 

e) February 27, 2019: The deadline for offers to be accepted or rejected will be Wednesday 

February 27, 2019 at 5:00 PM Montreal time. 

f) March 1, 2019: Selection and execution of a definitive agreement (or agreements) based on 

the offers received through the SSP; 
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g) March 8, 2019: Approval by the Court and closing of the contemplated transaction. 

The above noted timeline is subject to change by the Debtor with the approval of the Proposal 

Trustee.   

THE DEBTOR’S CASH FLOW FORECAST 

28. As noted above and annexed as Exhibit C are the Projections of the Debtor which cover the first 

thirty-two days following the filing of the NOI.  

29. In support of the extension sought, the Debtor has prepared a statement of projected cash flow 

(Exhibit “D”) covering the period January 21, 2019 through March 15, 2019 which we summarize 

as follows: 

8738971 Canada Inc.
Statement of Projected Cash Flow
For the period January 21 to March 15, 2019
($000's) Total

Projected Cash Receipts
Total projected cash receipts 1,093$          
Projected Cash Disbursements
Material & subcontractor costs 557              
Payroll (including benefits) and expenses 542              
Rent & utilities 210              
General expenses and other 169              
Supplier deposits 20                
Interest 16                
Sales taxes 63                
Professional fees 165              
Total projected cash disbursements 1,741            
DIP lender - advance  499              

Net cash flow (150)             
Opening bank indebtedness (750)             
Ending bank indebtedness (900)$           

Projected DIP loan (499)             

Total projected loan position (1,399)$         
 

 

30. The statement of projected cash flow was prepared on the basis of continuing operations and takes 

into account the Interim Financing. 





 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit A 
  



District of Québec
Division No. 01 - Montreal
Court No. 500-11-055853-192
Estate No. 41-2462925

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

8738971 Canada Inc.
Insolvent Person

RICHTER ADVISORY GROUP INC / RICHTER GROUPE 
CONSEIL INC.

Licensed Insolvency Trustee

Date of the Notice of Intention: January 14, 2019

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

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

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

Date: January 14, 2019, 15:38
E-File/Dépôt Electronique Official Receiver

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



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit B 
  





































































 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit C 
  

















 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit D 
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