
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 

SECOND 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 was annexed as Exhibit “A” to the First Report.

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, was annexed as Exhibit “B” to the First

Report.
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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 

was annexed as Exhibit “C” to the First Report. 

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 was granted on January 29, 

2019.  

5. On January 25, 2019, the Proposal Trustee filed its first report to court (“First Report”). 

6. On March 1, 2019, the Debtor filed a motion entitled Motion for Sale Approval, Vesting and 

Extension Order (the “Sale and Extension Motion”). The Sale and Extension Motion will be heard 

on March 6, 2019.  

7. 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 

8. The purpose of this Second Report is to provide this Court with information pertaining to: 

a) The Sale and Solicitation Process including the opening of tenders and the selection of the 

Purchaser (as hereinafter defined); 

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

February 22, 2019; 

c) The Debtor’s request for an extension of the statutory delay to file a proposal (the “Proposal 
Period”) to April 15, 2019; and 

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

Debtor: 

• Approving the sale of assets to the Purchaser including the assignment of certain 

equipment leases; and 

• Approving the extension of the Proposal Period to April 15, 2019. 
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TERMS OF REFERENCE 

9. Unless otherwise noted, all monetary amounts contained in this Second Report herein are 

expressed in Canadian dollars. 

10. In preparing this Second 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”). 

11. Except as otherwise described in this Second 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.  

12. Future oriented financial information relied upon in this Second 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 

13. As noted in the First Report: 

a) 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.  

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

c) As of the date of this Second Report: 

• the Debtor has approximately 40 full-time employees; and 

• employee wages and remittance of deductions at source are current. 
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SALE AND SOLICITATION PROCESS 

14. Following the approval of the Sale and Solicitation Process (the “SSP”) by the Court on January 29, 

2019, the Proposal Trustee with the assistance of the Company initiated the SSP and summarizes 

certain key information as follows:  

a) Issuance of a teaser document to 97 potential interested parties including strategic buyers, 

financial investors and liquidators on February 1, 2019; 

b) Opening of a digital data room with the relevant necessary information to enable interested 

parties to evaluate all aspects of the Company’s business on February 1, 2019. The 

information included in the data room is summarized in Exhibit “A” to this Second Report; 

c) The due diligence period for interested parties took place from February 2, 2019 to 

February 24, 2019. A total of 14 interested parties signed a non-disclosure agreement to obtain 

access to the data room, have discussions with Management and the Proposal Trustee and, if 

interested, tour the Company’s premises; 

d) The Proposal Trustee received four offers by the deadline of Monday, February 25, 2019 at 

noon Montreal time. A fifth offer was received by the Proposal Trustee after the noon deadline. 

The four offers received by the noon deadline were opened by the Proposal Trustee in the 

presence of Me. Neil Stein, the independent attorney of the Proposal Trustee. A summary of 

the five offers received is annexed as Exhibit “B” to this Second Report;   

e) Following an analysis of the offers received, the Proposal Trustee recommended the 

acceptance of the offer from Mr. James Garfinkle on behalf of a corporation to be formed (the 

“Purchaser”). A summary of the Purchaser’s offer is summarized below and is annexed as 

Exhibit “C” to this Second Report; and 

f) The Proposal Trustee notified the other bidders on February 26, 2019, that their offers were not 

accepted. 

PURCHASER’S OFFER 

15. Subject to the execution of a definitive asset purchase agreement, the key elements of the offer are 

as follows: 

a) This is a going-concern offer whereby the Purchaser is acquiring essentially all of the assets of 

the Company (as more fully detailed in the Sale and Extension Motion) free and clear of all 

liens and will retain virtually all current employees as well as assuming virtually all employee 

obligations from the date of the purchase. The Purchaser’s offer includes that certain 

equipment leases are to be assigned and assumed by the Purchaser, however the Purchaser 

has excluded the Debtor’s right, title and interest in respect of the leased premises occupied by 
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the Debtor (although it does require a 90 day right of occupation to transition the business) and 

other leases. 

b) The purchase price consists of: 

• The assumption of the existing debt of the Toronto Dominion Bank – approximately 

$468,000 as of February 22, 2019; 

• The assumption of the existing DIP financing – approximately $450,000 as of February 22, 

2019 (and projected to be $600,000 at closing); 

• The funding of up to $250,000 for professional fees of the Company’s counsel, the 

Proposal Trustee and counsel to the Proposal Trustee; and 

• The funding of up to $100,000 in the event the Company decides to make a Proposal to its 

creditors. 

16. In addition, the Purchaser is assuming all indebtedness as of the closing date to the Debtor’s 

employees which it agrees to hire as well as obligations relating to leases that are assumed and 

assigned.  

17. The Proposal Trustee notes that the Purchaser is, through his holding company JGALA Holdings 

Inc., both a current shareholder of the Company as well as the DIP lender.  

THE DEBTOR’S CASH FLOW FORECAST 

18. Annexed as Exhibit “D” are the results of operations versus the budget for the period January 14, 

2019 to February 22, 2019. 

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

(Exhibit “E”) covering the period February 25, 2019 through April 19, 2019 which we summarize 

as follows: 
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8738971 Canada Inc.
Statement of Projected Cash Flow
For the period of February 25 to April 19, 2019
($000's) Total

Cash Receipts

Trade & other receipts 283$            
Advance from Purchaser 298              
Total projected cash receipts 581              

Cash Disbursements

Material & subcontractor costs 142              
Payroll (including benefits) and expenses 131              
Rent & utilities 172              
General expenses and other 108              
Supplier deposits -               
Interest 5                 
Sales taxes 15                
Professional fees 160              

Total projected cash disbursments 731              

DIP lender - advance 150              

Net cash flow -               

Opening bank indebtedness (468)             

Ending bank indebtedness -               

Projected DIP Loan (600)             

Repayment of Bank indebtedness and DIP loan 1,068           

Total projected loan position -$              

 

20. The statement of projected cash flow was prepared on the basis that a closing will occur effective 

March 8, 2019 and thereafter, the Purchaser will continue to advance funds for the payment of 

remaining post-filing obligations (including sales tax), occupation costs and professional fees. 

REQUEST TO EXTEND THE PROPOSAL PERIOD TO APRIL 15, 2019 

21. The Debtor is requesting the extension of the Proposal Period to April 15, 2019 (the “Extension”). 

22. The Proposal Trustee supports the Debtor’s request for the Extension for the following reasons: 

a) The Debtor requires this time to proceed with the conclusion of a transaction with the 

Purchaser which will result in the continued operations of the Company, the continued 

employment of approximately forty (40) employees and ongoing relationships with the 

suppliers and service providers of the Company; 

b) the Debtor is acting in good faith and with due diligence in taking steps to maximize the value 

of its assets for the benefit of its creditors; 

c) it is the Proposal Trustee’s view that the Extension will not prejudice or adversely affect any 

group of creditors; and 
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Exhibit B 
  



8738971 Canada Inc.

Summary of Offers
Impression Paragraph Inc.

(Late bid)

Structure Cash payment Assumption of Indebtedness Cash payment Fee structure Cash payment Commission structure

Lot 1 : Account Receivable  $                                                      -   Included in the offer  $                                                      -    $                                                      -   TBD  $                                                      -   
<Lot 2 : Inventory                                                          -   Included in the offer                                                          -                                                            -   Included in the offer                                                          -   

Lot 3 :  Production Equipment                                                350,000 Included in the offer                                                330,000  300,000 Net minimum guarantee
300,000 < X < 335,000 - 100% to TI
>335,000 - 90% to the company / 10% 
to TI 

Included in the offer

                                                         -   

Other fixed assets                                                          -   Included in the offer                                                          -                                                            -   Included in the offer                                                          -   

Lot 4 : Intangibles                                                          -   Included in the offer                                                          -                                                            -   Included in the offer  4% of the total amount of sales 
generated by Paragraph with the 
clients bought from Pazazz. 4% 
calculated on the amount paid to 
Paragraph by these clients.  

Lot 5 : Equipment with lien and/or 
property of third parties

                                                         -   Included in the offer                                                          -                                                            -                                                            -                                                            -   

Total  $                                            350,000  $                                            918,000  $                                            330,000  TBD  $                                            268,118  TBD 

Expected period required (assume 
start date of March 11, 2019)

 60 days occupancy Expected to close on or before March 
13, 2019

45 to 60 days 45 to 60 days 60 days plus exclusive use of the
premises)

N/A

Deposits                                                  52,500                                                  50,000  None provided  None provided  None provided  None provided 

Conditions / Comments - Going concern offer - either an asset 
purchase or a proposal
Will pay up to $250,000 for 
professionals covered by the 
Administration Charge to the closing 
of the transaction
- If deemed necessary by the 
purchaser, $100,000 to fund a 
proposal to creditor.
Will assume all indebtedness relating 
to the currently existing employees 
(excluding Warren Werbitt)

-Must have access to more detailed 
information to perform a due diligence 
and bid on the AR. 
- Use of the name.

- Late Bid
- If a client is already a client of 
Paragraph, 4% will be calculated on 
the additional sales.
- Clients have to have been active in 
the last year at Pazazz.
- Payment will be made at the end of 
each year.

Additional information required

(1) On behalf of a corporation to be incorporated.

James Garfinkle (1) Crescent Commercial Corporation
Thomas Industries

Option 1Corporate Assets
Thomas Industries

Option 2

PRIVATE AND CONFIDENTIAL
NOT FOR DISTRIBUTION
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8738971 Canada Inc.
Statement of Projected Cash Flow - projected to actual
For the period of January 14 to Febuary 22, 2019
($000's) Reported (1) Projected Variance

Cash Receipts
Total projected cash receipts 1,182$         934$       248$       

Cash Disbursements
Material & subcontractor costs 532              372         160         
Payroll (including benefits) and expenses 384              410         (26)         
Rent & utilities 73                140         (68)         
General expenses and other 128              128         0             
Supplier deposits 0                  20           (20)         
Interest 4                  4             0             
Sales taxes 42                30           13           
Professional fees 87                111         (24)         

Total projected cash disbursments 1,250           1,213      37           

DIP lender - advance 450              306         144         

Net cash flow 382              27           355         

Opening bank indebtedness (850)            (850)       (0)           

Ending bank indebtedness (468)            (823)       355         

Projected DIP Loan (450)            (306)       (144)       
Total projected loan position (918)$          (1,129)$  211$       

(1) Includes issued and outstanding cheques
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