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Court File No. 08-CL-7415

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
COTTON GINNY INC., CG OPERATIONS (H/O) LIMITED, CG OPERATIONS I
LIMITED, CG OPERATIONS II LIMITED

SEVENTH REPORT OF THE MONITOR
(Dated as of April 23, 2008)

This is the seventh report (the “Seventh Report”) prepared b.y Mintz & Partners Limited
(the "Monitor"), in its capacity as the monitor of Cotton Ginny Inc. (“CGI” or the
“Company”), CG Operations (¥1/0) Limited (“H/O”), CG Operations I Limited
(“CGOI”) and CG Operations II Limited (“CGOII”) {(collectively, “Cotton Ginny” or
the “Companies") appointed pursuant to section 11.7 of the Companies’ Creditors
Arrangement Act (the “CCAA”) by an Order of the Honourable Justice Morawetz dated
February 21, 2008 (the “Imitial Order”).

The first report of the Monitor dated February 29, 2008 (the “First Report”) was
prepared pursuant to paragraph 26(b) of the Initial Order which directed the Monmitor to
report to the Court “... eight (8} days from the date of this Order, which Report shall
include a schedule for subsequent reporting by the Monitor, a déscription of the nature of
such reporting and an updated thirteen (13) week cash flow.”

The second report of the Monitor dated March 12, 2008 (the “Second Report”) sought
approval for, among other things, a claims procedure (“Claims Procedure™) to be
conducted by the Monitor. On March 14, 2008, the Honourable Justice Morawetz issued
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an Order (the “March 14" Order”) approving the Claims Procedufe and extending the
stay of proceedings to April 24, 2008.

The third report of the Monitor (the “Third Report”) was prepared further to the
Endorsement of the Honourable Justice Morawetz dated March 14, 2008 in order to
provide the Court with a brief update on the status of the $4.8 million of in-transit
inventory referenced at paragraph 30 of the Second Report.

The fourth report of the Monitor dated April 2, 2008 (the “Fourth Report”) updated the
Court with respect to certain reporting requirements as described in the First Report and
specifically with regard to cash flow results, inventory, the Administration Charge, the
Companies’ restructuring efforts as at April 2, 2008 and the status of .the Claims
Procedure. In addition, the Fourth Report described the structure and set-up of the
Companies, their respective roles in the Cotton Ginny operations and more particularly,
the role of H/O.

The fifth report of the Monitor (the “Fifth Report”) updated the Court on the status of
the Companies’ restructuring efforts, fulfilled certain reporting requirements as described
in the First Report, updated the Court with the results of the Monitor’s investigation of
the Companies’ business activities and specifically, whether such activities were carried
on in the name of CGI or H/O, reported the results of the Monitor’s review of certain
activities in H/Q’s bank accounts in the days immediately preceding the garnishment of
those bank accounts by Effigi Inc. (“Effigi™), reported on the status of the Monitor’s
review of the Companies’ bank statements and updated the Court on the status of the
Claims Procedure. A copy of the Fifth Report is attached hereto as Appendix “A”,

The sixth report of the Monitor (the “Sixth Report”) was prepared in support of the
Monitor’s motion to extend the time period to April 25, 2008 for the Monitor to review
with the Company and send any Notices of Disallowance or Revision (“Disallowances™)
as provided for in the Claims Procedure. On April 21, 2008, the Honourable Justice
Morawetz issued an order (the “Disallowance Extension Order”) approving the

extension of the time period for the sending of Disallowances and also extended the



refurn date for the scheduling of any motions secking to appeal Disallowances to May 6,

2008.

The purpose of this Seventh Report of the Monitor is to:

vi) -

Vii)

update the Court on the status of the Companies’ restructuring efforts;
update the Court on various matters that were outstanding from the Fifth Report;

update the Court on the status of the Claims Procedure and the claims filed with
the Monitor;

report on the status of the Monitor’s review of certain disbursements made by the

Companies over the previous five years;

seek approval of the Monitor’s activities as set out in the Monitor’s Second

Report, Third Report, Fourth Report, Fifth Report and Sixth Report and seek

~ approval of these reports;

comment on the Companies motion for an extension of the stay of proceedings to
May 16, 2008; and

request that the Court approve that the Administration Charge as provided for in
the Initial Order be extended to cover all of the assets of the Companies.

In preparing this Seventh Report, the Monitor has relied upon financial and other

information provided by the Companies and on information contained in the Companies’

financial records. The Monitor has not audited or independently verified the information

provided by the Companies or contained in the Companies’ financial records.

Capitalized terms used in this Seventh Report and not otherwise defined herein shall have

the meanings given to them in the Initial Order or the Claims Procedure Order.
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Background

Founded in 1979, Cotton Ginny is a national retailer of privately branded casual women’s
wear. As at the date of the Initial Order, Cotton Ginny operated 129 retail stores located
in all provinces except Quebec and employed approximately 1,281 full-and part-time

employees. The corporate head office is in Mississanga, Ontario.

On February 6, 2008, prior to the Initial Order, Retail Funding Inc. (“Retail Funding™),
Cotton Ginny’s primary secured creditor at that time, made an application to Court for
the appointment of RSM Richter Inc. (“Richter”) as interim receiver and receiver and
manager (the “Receiver”) of the Companies. The Court reserved its decision at that time.
On February 8, 2008, the Companies made an application to the Court for protection
from its creditors, including a stay of proceedings, under the CCAA. That application

was opposed by Retail Funding and the Court once again reserved its decision.

On February 11, 2008, the Court granted the receivership order sought by Retail Funding
appointing Richter as Receiver and dismissed the Companies’ application under the
CCAA; however, in his endorsement, the Honourable Justice Morawetz indicated that
there was “no prohibition on the management or board of Cotton Ginny from continuing

ongoing activities to refinance.”

On February 21, 2008, the Companies applied to the Court for protection from their
creditors under the CCAA based on the fact that new financing had been arranged, such
that Retail Funding could be repaid all amounts owing to it. As a result, on February 21,
2008, the Court granted the Companies’ application and the Initial Order was issued. At
that time, a further order was granted (the “Termination of Receivership and Discharge
Order”) which resulted in the termination of the receivership proceedings against the

Companies.
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. Status of the Companies’ Restructuring

Landlords

14.  Cotton Ginny is paying store rent on a bi-weekly basis pursuant to the Initial Order.
Payments of store rent for the period February 21, 2008 to April 28, 2008 have been
issued.

15.  In the Fifih Report, the Monitor reported that, on April 17, 2008, the Monitor received
correspondence from counsel to a landlord indicating that rent cheques were returned as
“NSF” and that two cheques were missing from a batch sent. Counsel to the Company
advised that it requested from that landlord’s counsel copies of the “NSF” cheques but, to
date, has not received any copies. To the extent that certain landlords are claiming that
they were short-paid, these claims are being reviewed by the Companies.

16.  The Monitor is not aware of any further material developments with landlords since the
Fifth Report.

Employees

17.  The Monitor has confirmed that Cotton Ginny’s payroll is being paid in the nommal
course,

18.  The Monitor is not aware of any material developments with employees since the Fifth
Report.

Suppliers y

19.  In the Fifth Report, the Monitor reported that it was in receipt of correspondence from

Pioko Imports International Inc. (“Pioko”) in respect of invoices it claimed were overdue.
The Monitor reviewed the information provided and noted that certain of the invoices
were not due for payment, or related to the period prior to the CCAA proceedings. The
Monitor also informed Pioko, through its counsel, that the Monitor was informed by the
Company that it and Pioko have made arrangements for payment. The Monitor has not

received further correspondence from Pioko on this matter.
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In the Second Report, the Monitor reported that two (2) suppliers filed claims pursuant to
section 81.1 of the Bankruptcy and Insolvency Act (“30-Day Goods Claim™) with the
Receiver totaling approximately $202,000.00. Cotton Ginny previously advised the
Monitor that both suppliers had agreed to withdraw their 30-Day Goods Claims. In the
Fifth Report, the Monitor reported that the Company had provided correspondence to the
Monitor from one of the suppliers suggesting that it will not pursue its 30-Day Goods
Claim. On April 22, 2008, the Monitor was provided with documentation from the

second supplier evidencing the withdrawal of its 30-Day Goods Claim.

Cash Flow Results

Attached as Appendix “B” are the actual cash flow results (“Actual Results™) for the
seven weeks ended April 20, 2008.

In its review of the Actual Results, compared to the cash flow projections filed with the
First Report (the “Projection”), the Monitor reports the following:

e Sales are below the Projection by $2,233,000 or 22%. For the past week ended April
20, 2008, sales were $529,000 or 32.6% below the Projection. This deficit can be
attributed to delays in new inventory being delivered to the retail stores resulting from
the Company’s inability to fund storage and demurrage costs that are required to be
paid in order to obtain the release of the inventory. This issue is further discussed

below in the bulleted point addressing merchandise paymenits.
o Other Income includes the following:

i.  $231,000 paid to the Monitor pursuant to the terms of the Termination of
Receivership and Discharge Order. To date, the Monitor has paid $129,000 and
$66,000 towards Cotton Ginny's payroll and sales tax obligation respectively, for
the receivership period. The balance of $36,000 is being held pending an
application to the Court which the Monitor understands will be made to amend

the Termination of Receivership and Discharge Order.
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ii. $75,289 received from Richter, which represents a portion of a lease surrender
payout from the landlord of the Southcentre Mall in Calgary, Alberta. This lease
surrender occurred prior to the date of the Initial Order. The Monitor has been
advised that Richter is holding the balance of the lease termination payout of
approximately $46,000 pursuant to the terms of the Ternination of Receivership
and Discharge Order pending a final reconciliation of Richter's costs during the

receivership period.

iit. Approximately $90,000 received from SAAN Stores Ltd. in payment of March
and April, 2008 rent and other associated charges in connection with its
occupation of a portion of the property located at 2800 Matheson Boulevard

East, Toronto, Ontario.

Merchandise payments are approximately $1,508,000 or 42% below forecast. For the
week ended April 20, 2008, merchandise payments were $660,000 or 75% below the
Projection. While the negative variance was initially attributed to delays in the receipt
of merchandise while Cotton Ginny was negotiating and re-establishing supply terms
following termination of the receivership proceedings, the reason for the continuing
shortfall has been the Company's inability to fund the payment of storage and
demurrage costs that would allow for the release of inveniory from storage. The
Monitor has been advised by the Company that the Company has the ability to
purchase inventory based on letters of credit it has arranged. However, the Company
apparently does not have sufficient available funding to pay the storage and
demurrage costs required to enable the inventory to be released and distributed to its

retail stores on a timely basis,

Sales tax payments are approximately $116,000 or 58% below the Projection. The
difference is due to lower sales than forecast and the fact that the budget for sales
taxes for February, 2008 included estimated sales for the entire month whereas sales

taxes have only been paid for the period commencing after February 11, 2008.

Actual professional fee disbursements of $297,000 comprise payments to the Monitor
of approximately $83,900, the Monitor's counsel of approximately $20,400, and the
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Company's counsel of approximately $143,000. The balance of professional fee
disbursements of $50,000 relate to financing costs in connection with the 21% Capital
L/C. The Monitor notes that included in these amounts are cheques totaling

approximately $52,000 that have either not been received or are post-dated.

e POS Payments to date are approximately $59,000 greater than the Projection as
Cotton Ginny incurred costs with respect to unanticipated computer repairs and

software upgrades.

¢ Purolator/Logistics payments are approximately $176,000 or 50% below the
Projection, primarily due to the delays in the receipt of merchandise as noted

previously;

¢ Utility payments are approximately $120,000 or 80% below the Projection as the
Company withheld payment pending completion of its reconciliation of utility
charges incurred during the period of the receivership, which are to be paid by
Richter. The Monitor has been advised by the Company that it has completed its
reconciliation and determined that of the approximately $91,000 in unpaid utility
charges owing for the period February 11, 2008 to March 8, 2008, Richter is
responsible for approximately $34,000. The Company’s portion of unpaid wiility
charges is forecast to be paid during the week ending April 27, 2008.

" In the Fifth Report, the Monitor reported that the balance drawn on the Term Credit

Facility (the “DIP Facility”) is unchanged at $4.5 million, with a firther $1,000,000
available to the Companies. The Monitor has clarified that the DIP Facility is established
as a $5.0 million term facility subject to an increase of $500,000 at the election of the
DIP Facility lender. Further, the Monitor has been advised that the $500,000 difference
between the amount advanced to date and the $5.0 million facility is being used to
account for accrued interest on the DIP Facility. Thus, it appears that the entire $5.0
million DIP facility has been accessed to the extent possible by the Companies. The
Companies have not to date accessed the $500,000 portion of the DIP Facility that is
subject to the election of the DIP Facility lender.
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24,

25,

Imventory Roll-forward

Attached hereto as Appendix “C” is an inventory roll-forward for the period February
21, 2008 to April 20, 2008. The opening inventory balance as at February 21, 2008 of
$5,859,595 is based on a year-end inventory count conducted by Western Inventory
Service Limited during the period February 8 - 10, 2008 and is net of a $513,205 year
end shrinkage adjustment. According to the Companies’ perpetual inventory system, the
inventory as at April 13, 2008 is $4,795,973. This balance does not include inventory
that has landed in Canada but has not been received in Cotton Ginny’s warchouse,
estimated by the Company to be $2,610,381. This is inventory for which Cotton Ginny
has paid, but which it has been unable to access due to its inability to pay the storage and
demurrage charges as referred to above. In addition, Cotton Ginny reports that an
additional $2.8 million of inventory has landed in Canada and a further $2.1 million of
inventory is in transit to Canada, for which the Company does not yet have original bills
of lading (“OBLs”).

Sales and gross margins realized by the Company on a weekly basis for the period up to
April 20, 2008 are set out in the following table:



10

Week ending Sales® Gross Margin
Feb. 21 to 24, 2008 $ 516,054 42.9%
Feb. 25 to Mar. 2, 2008 831,853 31.5%
Mar. 3 to 9, 2008 714,480 30.0%
Mar. 10 to 16, 2008 795,382 41.7%
Mar. 17 to 23, 2008 728,586 52.3%
Mar. 24 to 30, 2008 1,069,377 51.6%
Mar. 31 to Apr. 6, 2008 | 1,029,253 41.5%
Apr. 7to 13, 2008 1,034,064 49.5%
Apr. 14 to 20, 2008 1,117,910 51.0%
Total to Apr. 20, 2008 $7,840,959 44.3%

(1) The above Sales include sales for the period February 21-24, 2008 and exclude sales taxes.
Actual store sales in Appendix “A™ totaling $7,732,000 reflects sales proceeds for the eight
week period commencing on February 25, 2008 and includes sales taxes received.

26.  As reported in the Fifth Report, the Company arranged for the release of inventory
having a cost of approximately $4.8 million that had arrived in Canada (“Landed
Inventory”), of which Cotton Ginny had received OBLs for $2.3 million (“Released
Inventory”) and were awaiting receipt of OBLs for the balance. The Company has
advised that no further OBLs have been received since the date of the Fifth Report.

27.  Asnoted in the Fifth Report, there is a large amount of inventory at storage providers that
is currently waiting to be released to the Company and the Monitor has been advised that
further new inventory is in transit, all of which inventory will be held by the Company’s
storage providers until storage and demurrage costs are paid. However, that inventory

cannot be released to the Company, seemingly due to the inability of the Company to
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fund the charges to the warehousers. Further, the Monitor understands that certain of the
merchandise is spring/summer attire such that if it is not moved into the stores shortly,
the ultimate selling price of that merchandise may be negatively impacted. The Monitor
continues to be concerned with the Company’s ability to raise or generate sufficient cash
to fund the demurrage and storage costs in order to make the Released Inventory and the
inventory in transit available to the Company. If the Company is unable to access further
inventory, the Monitor is concemned as to how the Company proposes to fund ongoing

operations.

For the week ended April 20, 2008, approximately $215,000 of inventory at cost was
received by the Company. Approximately $115,000 of this inventory represented
Released Inventory with the balance of $100,000 having been received from a local
supplier. The balance of the Released Inventory will only be available to the Company

upon the payment of the demurrage and storage costs relating to the Released Inventory.
Transaction Review

In the Fifth Report, the Monitor reported on certain payments that had been made from
the H/O operating bank account to various parties in an amount that exceeded the agreed
upon threshold of $25,000 and that did not appear to be made to suppliers. The Monitor
reported that it had requested that the Company provide the Monitor with supporting

materials for the payments.

The Company has been making efforts to locate the supporting documents by reviewing
its books and records held in storage for original copies and contacting its bank for copies
that cannot be located. Bank statements and cancelled cheques for various months in
fiscal 2007 have yet to be provided to the Monitor. The Company has had significant
difficulty in finding a large portion of banking information relating to fiscal years prior to

fiscal 2007 and as such, the Monitor has been unable to review this information.

Details of the Monitor’s review of material payments made from the H/O operating bank
account will be included in the Monitor’s report scheduled to be released on May 1,
2008.
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Status of the Claims Procedure

In respect of the Claims Procedure and in accordance with the March 14™ Order, the
Monitor reports that as of 5:00 p.m. on April 8, 2008 (the Claims Bar Date under the

Claims Procedure), the Monitor has received the following claims in respect of the

Companies:
Company CI\IT:I.I;I;%; t;l ?L‘;:ir;lnos“?itl:i
(rounded)

Cotton Ginny Inc. 106 $ 18,189,000
CG Operations (H/O) Limited 57 9,685,000
CG Operations I Limited 37 1,589,000
CG Operations II Limited 26 999,000
Total (rounded) 226 $ 30,462,000

The Monitor is in the process of reviewing the Claims received with the Companies.
Pursuant to the Disallowance Extension Order, the Court extended the date by which the
Monitor is to complete its review of Claims and issue Disallowances to 11:59 pm on
April 25, 2008, and the date by which creditors who wish to appeal the Disallowances
must file their notice of motion for any such appeal to May 6, 2008.

The Monitor’s counsel has conducted searches under the Ontario PPSA registration
system and commenced the process of contacting those creditors who have registered
security interests under the PPSA for the purpose of reviewing their security. Certain
creditors have already provided information in respect of their security to the Monitor’s
counsel, who has commenced its review of that security. The Monitor will report further

on this matter in its next report.
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Cotton Ginny’s Request For An Extension of the Stay of Proceedings
The stay of proceedings pursuant to the Initial Order expires on April 24, 2008.

The Companies have advised the Monitor that, while they have been proceeding towards
the development of one or more plans of compromise or arrangement (the “Plan”™), any
actual Plan will be dependent upon the resunits of the Claims Procedure. As such, the
Companies are seeking an extension of the stay of proceedings until May 16, 2008 (the
“Extension Period”). By then, the Claims Procedure will have identified the claims of
any creditors participating in the process and the Monitor will have completed its review

of those claims.

The concepts behind the Plan are set out in the affidavit of Mr. Chahine sworn April 22,
2008. In particular, the expectation is that claims in respect of the two corporations that
hold certain leases, CGOI and CGOIl, will be paid in full and that no Plan will be
necessary for those entities. In respect of the main operating entity, CGI creditors with
claims below a certain amount (or who reduce their claims for such purposes) will share
pro rata in a pool of finds fo be held by and distributed by the Monitor on Plan
implementation. Those creditors with claims beyond that amount will receive payments
from the Monitor of a certain percentage of net cash flow of the Company over a period

of time.

Attached hereto as Appendix “D? is a cash flow forecast for the period April 21, 2008 to
June 29, 2008 (the “Extension Cash Flow Projection™) provided by the Companies.
The Monitor has reviewed the Extension Cash Flow Projection and the assumptions

included therein. The Monitor’s review consisted of the following;:

» held discussions with representatives of Cotton Ginny to understand the

assumptions used to prepare the Extension Cash Flow Projection;

» reviewed supporting schedules to the Extension Cash Flow Projection to ensure

the assumptions were reflected in the supporting documentation;
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s compared projected sales to prior years’ results and the Companties’ assumptions
for changes for 2008 in the context of available funding and current and projected

inventory levels; and

» reviewed major disbursement categories to assess the reasonability of projected
disbursements based on results since the date of the Initial Order and the

Monitor’s understanding of payment terms with suppliers.

The Extension Cash Flow Forecast projects that Cotion Ginny generates positive cash
flow of $31,000 during the Extension Period; hoWever, during the weeks ending May 4,
2008 and May 18, 2008 in which payroll and rent are due, the ending cash balances are
projected to be $12,000 and $79,000, respectively. The achievability of the Extension
Cash Flow Forecast is dependent on Cotton Ginny generating sufficient sales from
current inventory on hand to fund storage and demuwrrage costs in order to obtain the
Released Inventory. The Monitor has provided its comments in respect of issues relating

to inventory eatlier in this report.

The Extension Cash Flow Forecast provides for the receipt of $1,144,000 of inventory at
cost during the week ending April 27, 2008. As of the end of business on April 22, 2008,
Cotton Ginny had received $206,408 of inventory, which is $53,000 below forecast
inventory receipts for the two-day period ending April 22, 2008. The Company has
advised that it has sufficient cash to obtain the release and delivery of inventory as
forecast for the week ending April 27, 2008.

The Extension Cash Flow Forecast provides for professional fee payments of $164,000
for the period April 21, 2008 to May 18, 2008. As discussed in the next section, the
Monitor is of the view that this amount will likely be needed to cover the professional
fees being incurred during the Extension Period with no residual amount available to
reduce the current level of unpaid professional fees. It is also questionable whether the
professional fee payments included in the Extension Cash Flow Forecast will be
sufficient to satisfy actual professional fees incurred during the Extension Period such

that the amount of unpaid professional fees may continue to rise.
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Other than the comments noted above, nothing has come to the Monitor’s attention that
causes the Monitor to believe that, in any material respects, the assumptions developed
by the Company are not suitably supported and consistent with the Company’s plans or
do not provide a reasonable basis for the Extension Cash Flow Projection. Since the
Extension Cash Flow Projection is based on assumptions regarding future events, actual
results may vary from the information presented, and such variations may be material.
Accordingly, the Monitor expresses no assurances as to whether the Extension Cash Flow

Projection will be achieved.

Fees Subject to the Administration Charge

Pursuant to paragraph 33 of the Initial Order, the Monitor, counsel to the Monitor,
counsel to the Companies, the Receiver and counsel to the Receiver were granted an
Administration Charge. The Monitor was also subsequently ordered to address in its

reports any issue with professional fees as they may impact the Administration Charge.

Attached hereto as Appendix “E” is a schedule summarizing the status of the fees and
disbursements as at April 18, 2008 of the Monitor, counsel to the Monitor and counsel to
the Companies. As set out on that schedule, the estimated amount outstanding to the
Monitor, counsel to the Monitor and counse] to the Companies as at April 22, 2008 is
approximately $340,000. In addition to this amount, the Monitor has been advised by the
Receiver that it may need to have recourse to $15,000 of the Administration Charge.

Commencing in the week ended March 23, 2008, upon the direction of the Court, and at
the request of Effigi Inc., the Monitor commenced its detailed review of the Companies’
activities, including the acquisition and subsequent restructuring of the Companies, the
activities of H/O, and any payments that were made by the Companies in respect of
transactions greater than $25,000 (the "H/O Review™).

It is the Monitor's understanding that the Court directed the Monitor to perform the H/O
Review to provide information to the Court, Effigi and the Companies which information
would then be available to assist the Court in eventually determining who was entitled, as

between the Companies and Effigi, to the approximately $2.1 million that was garnished
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from H/O’s bank account (the "Garnished Funds") and that is currently being held by
the Sheriff in Toronto.

The Second Repott, the Fourth Report, and the Fifth Report provided results of the F/Q
Review. The Monitor intends on providing the Court with additional information on its

review in its next bi-weekly report currently scheduled to be provided to the Court on
May 1, 2008.

The review conducted by the Monitor has been extensive and, by extension, costly. The
Monitor estimates that the fees of the Monitor and its counsel as at April 22, 2008 to
conduct the F/O Review have been approximately $70,000 plus disbursements ptus GST.

The total amount of outstanding and unpaid fees owing to the Monitor, its counsel and
counsel for the Companies for services rendered to April 18, 2008 is approximately
$340,000. Based on the Extension Cash Flow Projection, it appears that the professional
fees projected to be paid during the period of the Extension Period will not be sufficient
to pay professional fees incurred during those weeks, with no payments being made

against the balance currently outstanding.

Being acutely aware of the cash flow pressures being experienced by the Companies, the
Monitor and its counsel have been tolerant of the increase in their outstanding accounts
and have not pressed the Companies for payment. While the Monitor and its counsel are
prepared to continue to accommodate the Companies, the Monitor and its counsel are
concerned about their increasing unpaid accounts, and that the amount of their unpaid

accounts are likely to increase from their current level.

The Monitor reported on the results of its review of the Companies in the Fourth Report
and the Fifth Report. The Fourth Report provided information on the structure and set-up
of the Companies and in particular that H/O was to be CGI’s agent, and any funds in the
possession of H/O were held in trust for CGL

Accordingly, as it appears that funds in the hands of H/O are held in trust for CGIL, the
Monitor recommends that the Administration Charge be extended beyond the assets of
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CGI to include all assets of the Companies including the Garnished Funds held by the
Sheriff.

Conclusion

In the Monitor's Fifth Report, the Monitor reported that Cotton Ginny needed to address
its cash flow issues forthwith since storage and demurrage charges were not being paid,
in order that new inventory would be released to Cotton Ginny and shipped to the
individual stores, and since the amount of unpaid professional fees, consisting primarily

of those of the Monitor and its counsel, were increasing.

As set out earlier herein, the Extension Cash Flow Projection is premised on the
assumption that the Company will generate sufficient cash from operations to continue
through the Extension Period. That premise assumes that the Companies’ major suppliers

continue to ship in accordance with the arrangements that are presently in place.

During the Extension Period, the closing cash balances are projected fo be low during
those weeks when the Companies must fund both payroll and store rent payments. This
does not leave the Companies much margin for any unanticipated decline or increase in

sales or costs, respectively.

The affidavit of Mr. Chahine sworn on April 22, 2008 does not provide any evidence that
the Company has any other sources of funds, other than its current cash flow, to address
its current liquidity issues. Mr. Chahine's affidavit sets out that the Companies have
managed to pay operational obligations and obligations owing to key suppliers based on
the terms agreed with those suppliers. While this is true, as noted above, the total unpaid

fees of the Moenitor and its counsel have increased.

Mr. Chahine's affidavit sets out that the Company intends to file a Plan on or before May
16, 2008 and is seeking an extension until May 16, 2008 to file a Plan.

The Monitor is of the view that the Companies are proceeding in good faith and
diligently during these proceedings, as evidenced by the Claims Procedure that has been
started and the Companies” stated intention to file a Plan on or before May 16, 2008. The
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Monitor therefore supports the Companies’ request for an extension of the stay period to
May 16, 2008, However, the Monitor continues to be concerned whether, absent
additional DIP funding or an equity injection, the Company can avail itself of sufficient
cash to ensure that inventory is released from storage and moved into the stores as soon

as possible.

X. Monitor’s Request of the Court
59.  The Monitor respectfully requests:

i the Court approve the Second Report, the Third Report, the Fourth Report, the
Fifth Report and the Sixth Report, including the activities described therein; and

ii. amend the Initia] Order to extend the Administration Charge to cover all of the

assets of the Companies, including the Garnished Funds.

ALL OF WHICH is respectfully submitted this 23% day of April, 2008

MINTZ & PARTNERS LIMITED in its capacity
as the Monitor of Cotton Ginny Inc., CG Operations
(H/0) Limited, CG Operations I Limited and CG
Operations II Limited and not in its personal

capacity
Per ﬁ\

I,
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Court File No. 08-CL-7415

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT;
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
COTTON GINNY INC., CG OPERATIONS (H/0) LIMITED, CG OPERATIONS I
LIMITED, CG OPERATIONS II LIMITED

FIFTH REPORT OF THE MONITOR
(Dated as of April 17, 2008)

This is the fifth report (the “Fifth Report”) prepared by Mintz & Partners Limited (the
"Mounitor"), in its capacity as the monitor of Cotton Ginny Ine. (“CGI” or the
“Company”), CG Operations (H/O) Limited (“H/O”), CG Operations I Limited
(“CGOY”) and CG Operations II Limited (“CGOII”) (collectively, “Cotton Giony” or
the “Companies") appointed pursuant to section 11.7 of the Companies’ Creditors
Arrangement Act (the “CCAA”) by an Order of the Honourable Justice Morawetz dated
Febrnary 21, 2008 (the “Initial Ordex™).

The first report of the Monitor dated February 29, 2008 (the “First Report”) was
prepared pursuant to paragraph 26(b) of the Initial Order which directed the Monitor to
report to the Court ... eight (8) ciays from the date of this Order, which Report shall
iﬁclude a schedule for subsequent reporting by the Monitor, a description of the nature of
such reporting and an updated thirteen (13) week cash flow.”

The second report of the Monitor dated March 12, 2008 (the “Second Report™) sought
approval for, among other things, a claims procedure (“Claims Procedure™) to be

conducted by the Monitor. On March 14, 2008, the Honourable Justice Morawetz issued
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an Order (the “March 14™ Ordexr”) approving the Claims Procedure and extending the
stay of proceedings to April 24, 2008.

The third report of the Monitor (the “Third Report”) was prepared further to the
Endorsement of the Honourable Justice Morawetz dated March 14, 2008 in order to
provide the Court with a brief update on the status of the $4.8 million of in-transit
inventory referenced at paragraph 30 of the Second Report.

The fourth report of the Monitor dated April 2, 2008 (the “Fourth Report”) updated the
Court with respect to certain reporting requirements as described in the First Report and
specifically with regard to cash flow results, inventory, the Administration Charge, the
Companies’ restructuring efforts as at April 2, 2008 and the status of the Claims
Procedure. In addition, the Fourth Report described the structure and set-up of the

Companies, their respective roles in the Cotton Ginny operations and more particutarly,
the role of H/O.

The purpose of this Fifth Report of the Monitor is to:
i) fulfill certain reporting requirements as described in the First Report;
it) update the Court on the status of the Companies’ restructuring efforts;

iti)  report fo and update the Court with the results of the Monitor’s investigation to
date of the Companies’ business activities and specifically, whether such

activities were carried on in the name of CGI or H/O;

iv)  report the results of the Monitor’s review of activities in H/Q’s bank accounts in
the days immediately preceding the garnishment of those bank accounts by Effigi
Tne. (“Effigi”);

v) report the status of the Monitor’s review of the Companies’ bank statements; and

vi)  update the Court on the status of the Claims Procedure.
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In preparing this Fifth Report, the Monitor has relied upon financial and other
information provided by the Companies and on information contained in the Companies’
financial records. The Momnitor has not audited or independenily verified the information
provided by the Companies or contained in the Companies’ financial records.
Capitalized terms used in this Fifth Report and not otherwise defined herein shall have

the meanings given to them in the Initial Order or the Claims Procedure Order.

Background

Founded in 1979, Cotton Ginny is a national retailer of pri*;ately branded casual women’s
wear. As at the date of the Initial Order, Cotton Ginny operated 129 retail stores located
in all provinces except Quebec and employed approximately 1,281 full-and part-time
employees. The corporate head office is in Mississauga, Ontario,

On February 6, 2008, prior to the Initial Order, Retail Funding Inc. (“Retail Funding”),
Cotton Ginny’s primary secured creditor at that time, made an application to Court for
the appointment of RSM Richter Inc. (“Richter™) as interim receiver and receiver and
manager (the “Receiver”) of the Companies. The Court reserved its decision at that time.
On February 8, 2008, the Companies made an application to the Court for protection
from its creditors, inclnding a stay of proceedings, under the CCAA. That application
was opposed by Retail Funding and the Court once again reserved its decision.

On February 11, 2008, the Court granted the receivership order sought by Retail Funding
appointing Richter as Receiver and dismissed the Companies’ application under the
CCAA; however, in his endorsement, Mr. Justice Morawetz indicated that there was “no
prohibition on the management or board of Cotton Ginmy from continuing ongoing

activities to refinance.”

On February 21, 2008, the Cornpanies applied fo the Court for protection from their
creditors under the CCAA based on the fact that new financing had been arranged, such
that Retail Funding could be repaid all amounts owing to it. As a result, on February 21,
2008, the Court granted the Companies’ application and the Initial Order was issued. At
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that time, a further order was granted (the “I'ermination of Receivership and Discharge
Order”) which resulted in the termination of the receivership proceedings against the

Companies.

Status of the Companies’ Restructuring

Landlords

12,

13.

14.

15.

16.

Cotton Ginny is paying store rent on a bi-weekly basis pursuant to the Initial Order.

Payments of store rent for the period February 21, 2008 to April 28, 2008 have been
issued.

On or about April 4, 2008, cheques in excess of available cash were issued by the
Company. After realizing that all the issued cheques could not clear the bank, the
Company put a “stop payment” on 52 cheques payable to landlords totaling
approximately $273,000. The Company advised that on April 8, 2008, it issued
replacement cheques to these landlords, which included an additional $25 to cover the
related bank administration charge for the stopped cheques. The Monitor notes that

cheques to landlords for rent for the latter half of April 2008 were released on April 14,
2008.

On April 17, 2008, the Monitor received correspondence from counsel fo a landlord
indicating that rent cheques were returned by the Bank “NSF” and that two cheques were
missing from a batch sent. The Monitor has requested further information from that
counsel in order to determine if the cheques claimed to be “NSF” are the same cheques

on which the Company put “stop payments”,

The Monitor is concerned by this recent information and has taken steps to clarify this

matter.

Cotton Ginny continues to advise the Monuitor that no store leases have been repudiated.
Management has advised that while it continues to evaluate Cotton Ginny’s lease

portfolio, it currently has no intention of repudiating any leases.
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17.  Approximately 12 further Cotton Ginny store leases are scheduled to expire between now
and May 31, 2008. Of these 12 locations, the landlords for four (4) locations have
indicated that they will not be renewing the respective leases and Cotton Ginny will be
vacating the following premises on April 30, 2008: Confederation Court in
Charloftetown, Prince Edward Island; Conestoga Mall in Waterloo, Ontario; White Qaks
Mall in London, Ontario; and Sunnyside Mall in Bedford, Nova Scoﬁa. The Company
has indicated that the employees at these store locations will be transferred to another
store location or provided with the requisite notice under the applicable provincial
employment legislation. Cotton Ginny continues to review the operations at the
remaining eight (8) locations to determine whether it will attempt to negotiate new leases

with the respective landlords.

18.  The Monitor previously reported that Cotton Ginny entered into a lease for a new '
location in The Mall at Lawson Heights in Saskatoon, Saskatchewan and had commenced
paying rent for this location; however, the contractor who was hired fo complete the
leaschold improvements for the store refused to work since the receivership proceedings
were initiated. The contractor has also filed a construction lien against the landlord’s real
property for outstanding unpaid amounts owed to him. The landiord has requested that
Cotton Ginny make appropriate arrangements to have the construction lien discharged.
Cotton Ginny is currently reviewing this matter with its counsel to determine the best

manner in which to proceed.

19.  The Monitor also previously reported that Cotton Ginny entered into two new lease
agreements for new locations at The Oftawa Train Yards in Ottawa, Ontario and Beacon
Hill in Victoria, B.C prior to the Filing Date. Management has advised that the schedule
for the completion of leasehold improvements for these two new locations is still being
developed and is subject to available cash flow. Accordingly, the opening dates for these

stores have not yet been established.
Employees

20.  The Monitor has confirmed that Cotton Ginny’s payroll is being paid in the normal

course.
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Since the date of the Initial Order, no head office employees have been terminated. .In the
Fourth Report, the Monitor advised that there had been three employee resignations, the
most significant of which was the Company’s Director of Operations. During this
reporting period, the Company advises that the district sales manager for the Ottawa
region has resigned. The Company is continuing its efforts to staff both these vacant

positions.

Suppliers

22,

23.

24.

25.

26.

The Company continues to obtain product on payment terms (which vary from cash-on-

delivery to normal payment terms to shipments made pursuant to letters of credit) with

substantially all product suppliers.

The Monitor is in receipt of very recent correspondence from Pioko Imports Internationat
Inc. in respect of invoices it claims are overdue. The Monitor is obtaining information

from the Company to investigate this issue and will report to the Court in the Monitor’s

next report.

In the Second Report, the Monitor reported that two (2) suppliers filed claims pursnant to
section 81.1 of the Bankruptcy and Insolvency Act (“30-Day Goods Claim™) with the
Receiver totaling approximately $202,000.00. Cotton Ginny previously advised the
Monitor that both suppliers had agreed to withdraw their 30-Day Goods Claims. The
Company has provided correspondence to the Monitor from one of the suppliers
suggesting that it will not pursue its 30-Day Goods Claim. The Company is seeking
confirmation from the second supplier.

Cash Flow Results

Attached as Appendix “A” are the actual cash flow results (“Actual Results”) for the
seven weeks ended April 13, 2008.

In its review of the Actual Results, compared 1o the cash flow projections filed with the
First Report (the “Projection’), the Monitor reports the following:
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Sales are below the Projection by $1,704,000 or 20%. This deficit can be atfributed fo
delays in having new inventory delivered to the stores. This issue is further discussed

below in the paragraph covering payments of merchandise and procurement of same;

Other Income includes the following:

$231,000 paid to the Monitor pursuant to the terms of the Termination of
Receivership and Discharge Order. To date, the Monitor has paid $129,000 and
$66,000 towards Cotton Ginny's payroll and sales tax obligation respectively, for
the receivership period. The balance of $36,000 is being held pending a final
reconciliation of the sales tax accounts and pending the Company reaching an
agreement with Richter to have the balance repaid to the Company or, failing

which, the Cormpany applying to the Court for an Order that the funds be returned
to the Company.

$75,289 received from Richter, which represents a portion of 2 lease surrender
payout from the landlord of the Southcentre Mall in Calgary, Alberta. This lease
surrender occurred prior to the date of the Initial Order. The Monitor has been
advised that Richter is holding the balance of the lease termination payout of
approximately $46,000 pursuant to the terms of the Termination of Receivership

and Discharge Order pending a final reconciliation of Richter's costs during the

receivership period.

Approximately $90,000 received from SAAN Stores Ltd. in payment of March
and April, 2008 rent and other associated charges in connection with its

occupation of a portion of the property located at 2800 Matheson Boulevard East,

Toronto, Ontario.

Merchandise payments are approximately $848,000 or 31% below forecast. The
variance is primarily a resunlt of delays in the receipt of merchandise while Cotton
Ginny was negotiating and re-establishing supply terms following the termination of
the receivership and from the Company's inability to pay for storage and demurrage
costs to have inventories released from storage due to its cash flow constraints. As

discussed in the Monitor’s Fourth Report, the Monitor was advised by the Company
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that 21% Capital Corporation had, pending finalization of its terms, committed to
issuing a Letter of Credit { the “21* Capital L/C™) in the amount of $3 million in
favour of Qi & Compagnie Ltd. (*“Qi”), a significant supplier of merchandise to the
Company. The Company has advised that, as at April 16, 2008, terms in respect of
this letter of credit have been finalized and that the 21% Capital L/C is operational.

The Monitor has been provided by the Company with a form of letter of credit and
has requested that Qi provide documentation directly to the Monitor confirming that it
is currently shipping merchandise under the 21% Capital L/C. The Company advises
that with the 21¥ Capital L/C in place, it will have additionai funds to pay for storage
and demurrage costs in order to have a significant amount of new inventory released
to its warehouse and, in twm, to its stores. As will be discussed later herein, the

Company has in the last two weeks received only $268,000 of new inventory in its

warchouse.

As previously advised by the Monitor, to date, three letters of credit have been issued
by Multiprint Tex Manufacturing Ltd.; (i) two Letters of Credit (expiring July 30,
2008) totaling $750,000 (Canadian Funds) in favour of GMAC Commercial Finance
in respect of shipments being made by a supplier through Pioko International Imports
Inc. as agent; and (i) one Letter of Credit (that was to expire April 1, 2008) in the
amount of $148,801.60 (U.S. Funds) in favour of The Apparel Source, Inc.
(“Apparel”). As stated in the Monitor’s Fourth Report, the Company advised that the
Appare]l Letter of Credit has been extended; however, as at April 16, 2008, the
Monitor has not yet seen any written confirmation in respect of this extension. The
Companies’ counsel previously advised that these Lefters of Credit are unsecured.
Counsel to the Monitor advises that based on a search it conducted as of April 17,
2008, there have been no security interests registered pursuant to the Personal

Property Security Act (Ontario) between February 19, 2008 and April 16, 2008.

Sales fax payments are approximately $116,000 or 58% below the Projection. The
difference is due to lower sales than forecast and the fact that the budget for sales
taxes for February, 2008 included estimated sales for the entire month whereas sales

taxes have only been paid for the period commencing after February 11, 2008.



27.

33

9

« Actual professional fee disbursements of $256,000 comprise payments to the Monitor
of $71,000, the Monitos's counsel of $15,000, and the Company's counsel of
$120,000. As at the date of the Fifth Report, the Monitor and its counsel have
received payments totaling $87,346. The balance of professional fee disbursements
of $50,000 relate to financing costs in conmection with the 21% Capital L/C;

¢ POS Payments to date are approximately $59,000 greater then the Projection as
Cotton Ginny incwred costs with respect to unanticipated computer repairs and

software upgrades.

e Purclator/Logistics payments are aﬁproxi:mately $148,000 or 49% below the

Projection, primarily due to delays in the receipt of merchandise as noted previously.

o Utility payments are approximately $97,000 or 81% below the Projection as the
Company withheld payment pending completion of its reconciliation of ufility
charges incurred during the period of the receivership, which are to be paid by
Richter, The Monitor has been advised by the Company that it has completed its
reconciliation and determined that of the approximately $91,000 in unpaid utility
charges owing for the period February 11, 2008 to March 8, 2008, Richter is
responsible for approximately $34,000.

The Monitor has been advised by the Company that as of April 16, 2008, the balance
drawn on the DIP Facility is unchanged at $4.5 million, with a further $1,000,000.00
available to the Companies. According to the Companies® counsel, that availability is to
be reduced by the amount of any interest accriied under the DIP Facility that is added to
the principal amount of the amount advanced under the. DIP Facility. As at April 13,
2008, the Company has paid total interest charges of approximately $44,000 and $13,000
in respect of the DIP Facility and other loans respectively. Based on an interest rate of
15%, the estimated unpaid interest on the DIP Facility is approximately $54,000 as at
April 13, 2008.
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Inventory Roll-forward

Attached hereto as Appendix “B* is an inventory roll-forward for the period February
21, 2008 to April 13, 2008. The opening invenfory balance as at February 21, 2008 of
$5,859,595 is based on a year-end inventory count conducted by Western Inventory
Service Limited during the period February 8 - 10, 2008 and is net of a $513,205 year
end shrinkage adjustment. According to the Companies’ perpetual inventory system, the
inventory as at April 13, 2008 is $5,205,788. This balance does not include inventory
that has landed in Canada but has not been received in Cotton Gimmy’s warehouse,
estimated by the Company to be $2,692,000. In addition, Cotton Ginny reports an
additional $4.2 miltion of inventory that is in transit and for which it does not have
original Bills of Lading.

Sales and gross margins realized by the Company on a weekly basis for the period up to
April 13, 2008 are set out in the following table:

10
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Week ending Sales® Gross Margin
Feb. 21 to 24, 2008 $ 516,054 42.9%
Feb. 25 to Mar. 2, 2008 831,853 31.5%
Mar. 3 10 9, 2008 714,480 30.0%
Mar. 10 to 16, 2008 799,382 41.7%
Mear. 17 to 23, 2008 728,586 52.3%
Mar. 24 to 30, 2008 1,069,377 51.6%
Mar. 31 to Apr. 6, 2008 1,029,253 41.5%
Apr. Tto 13, 2008 1,034,064 49.5%
Total to Apr. 13, 2008 $6,723,049 43.2%

(1) The above Sales include sales for the perdod February 21-24, 2008 and exclude sales taxes.
Actual store sales in Appendix “A™ totaling $6,637,000 reflects sales proceeds for the seven
week period commencing on February 25, 2008 and includes sales taxes received.

As reported in the Third Report, the Company arranged for the release of inventory
having a cost of approximately $4.8 million that had arrived in Canada (“Landed
Inventory”), of which Cotton Ginny had received original bills of lading (“OBLs”) for
$2.3 million (“Released Inventory”) and were awaiting receipt of OBLs for the balance.
The Company has advised that no further OBLs have been received since the date of the
Third Report, but they expect it will be in a position to cause the release of all OBLs with
respect to this inventory, as the 21% Capital L/C is accessed. For the wesk ended April 6,
2008, approximately $268,000 of Released Inventory was received at the Company’s

warehouse. No inventory was received during the week of April 13, 2008.

Once again, the Monitor is concerned that the Company has insufficient cash available to

it to be able to continue purchasing inventory that will enable it to increase sales, and

11
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generate profit. The inventory issue is a significant one and the Monitor is addressing this

~ issue with the Company.

CG Operations (H/O) Limited

In the Second Report (paragraphs 31-33), the Monifor reported on its preliminary
enquiries regarding certain questions raised by Goodmans LLP, in its capacity as counsel
to Effigi (a former supplier that is involved in a contested action with the Companies),
with respect to H/O.

In the Fourth Report (paragraphs 29-40), the Monitor provided information on the
purchase of the assets of Cotton Ginmy Limited and how the transaction was structured
and eventually completed.

In the Fourth Report, the Monitor also reported that a large volume of information had
been requested from the Companies, including certain records dating back over the past
five years. The Monitor has received and reviewed a substantial portion of the
information requested; however, various source documents relevant to the Monitor’s

investigation have yet to be provided by Cotton Ginny.

With regard to the Monitor’s investigation of the activities and purpose of H/O, the
Monitor has, to date, reviewed the following documentation for the 2003 to 2008 period:

¢ Copies of various corporats tax returns, financial statements and correspondence from

federal and provincial tax anthorities relating to the Companies;

¢ A sample of purchase orders, supplier invoices, packing lists and cheques paying

these invoices;

+ A sample of general commercial, store-specific, antomobile and boiler & machinery

insurance policies;

o Registrations for the trademarks used by the Companies;

12
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+ A sample of monthly provincial sales tax returns for the provinces of Ontario,

Manitoba, Saskatchewan and British Columbia; and

» A sample of monthly GST returns.

A complete list of documents reviewed by the Monitor is attached hereto as Appendix “C*.

The Monitor has not attached copies of the source documents reviewed as the information is

proprietary to the Company.,

36.

A summary of the results of the Monitor’s review is set out below:

Corporate tax returns and financial statements

It is the Monitor’s understanding that H/O, CG I and CG Il were incorporated in March
2003 and the first year in which corporate tax retizns were completed and submitted to
the Canada Reverue Agency (“CRA™)} in respect of these companies was for the year
ended February 29, 2004. Based on the corporate tax retums filed for the years ended
February 29, 2004 and February 28, 2005, H/O, CGOI and CGOII reported cash of §1,
capital stock stock of $1 and income of $0. The Monitor reviewed CRA’s notices of
assessment for each of H/O, CGOI and CGOII for the year ended February 2005, which
confinmed that no taxes were payable in respect of the year ended February 28, 2005 and
fhat there was no outstanding tax balance payable for the prior year. The Monitor also
reviewed correspondence from both CRA and the Ontario Ministry of Finance {the
“Ministry”) requesting that corporate tax retums be filed for these companies for the
years ended February 28, 2006 and 2007. The Monitor has confirmed with management

of those companies that corporate tax returns for these year ends have not been completed

as of yet.

As discussed in paragraphs 34-36 in the Fourth Report, the assets of the former Cotton
Gimny Limited were sold to Continental Saxon (CG) Limited Partnership (“CSCGLP”)
on or about March 1, 2003 and in a subsequent reorganization, the assets of CSCGLP
were transferred to CGI in 2004. The financial statements for CSCGLP for the year
ended February 28, 2004 and CGI for the years ended February 26, 2005 and 2006 and

13
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December 22, 20006, set out the operations of Cotton Ginny. The subject financial
statements are not consolidated; therefore, no results from the operations of any
subsidiary companies are included. According to the corporate income tax retums for
CGI for the years ended February 26, 2005 and 2006 and the period ended December 22,

2006, Cotton Ginny Inc. had taxable income of $602,745, (§472,643) and $1,087,291
respectively.

Payroll

The Monitor has received a confirmation from ADP, the Company’s external payroll
service provider, that employees were employed by H/O for the calendar years ended
December 31, 2003 — 2006, For the year ended December 31, 2007 and the months of
January and February 2008, the employer of record is CGI.

Supplier invoices and payments made to suppliers

The Monitor requested a listing of goods received for the fiscal years ended 2003 to 2008
and year-to-date receipts for fiscal 2009. The Monitor was provided with a listing of
goods received for the period beginning March 2005 and ending mid-March 2008. No
listing of receipts prior to March 2005 has been provided to date by Cotton Ginny.

The Monitor selected a sample of 30 receipts with a view fo reviewing source
documentation from as many different suppliers to the Company as possible and
requested that Cotton Ginny provide the purchase order, supplier invoice, bill of lading
and a copy of the payment cheque for the sample selected. The Monitor was provided
with source document packages related to 12 items of the 30 selected. Packages typically
contained a copy of the supplier invoice, packing list, internal i‘eceiving report and a
portion of the cheque evidencing payment. The Monitor is advised that hard copies of

purchase orders sent to suppliers are not retained by the Company for more than one year,
if that long.

Based on a review of the source documents made available by Cotton Ginny,
substantially all packing lists and invoices from suppliers were addressed to H/O. A few

exceptions were noted, which were addressed to either Cotton Ginny or Cotion Ginny

14
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Distribution Centre. Internal documents confirming receipt of the quantity and type of
goods were all documented as being received by Cotton Ginny Inc. The top portion of
the cheques evidencing payment of supplier invoices denote “H/O” and the face of the
cheques sent to suppliers state the payor as Cotton Ginny. The Company often appears to
retain the top portion of the cheques for its files. With respect to purchase orders, the
Company maintains a practice of keeping a soft copy of purchase orders on its computer
system and these purchase orders are deleted once they are matched with on-line
receiving documents. From the hmited number of hardcopy purchase orders made
available to the Monitor for its review, it appears that purchase orders sent to suppliers
currently contain the name Cotton Gimny only; however, purchase orders indicate that
bills should be sent to “Head Office”,

Insurance documeniation

Cotton Ginny’s insurance policies generally renew and expire on June 15™ of each year.
The named insured in all cases is H/O. Cotton Ginny has advised the Monitor that it has

confirmed that iits insurance policies reflect that the correct parties are named.

Company trademarks

According to the Canadian Intellectual Property Office, with the exception of the “Eco-
Ganic” trademark, which Cotton Ginny Inc. has applied for registration of, all current
registered trademarks bearing the names Cotton Gimy, The Cotton Ginny Club, Cotton
Ginny Plus Naturally, Plus Intimates, Sugarbags, Cotton Ginny Kids, Cotton Ginny Kids
Naturally and Cotton Ginny CG Naturally are registered in the name of Continental
Saxon (CG) Limited Partnership. Copies of these trademark regisivations are attached
hereto as Appendix “D”.

Provincial seles tax returns and correspondence

The Monitor reviewed various provincial sales tax refurns for the years ended December
31, 2003 to 2007 and the two months ended February 2008. Sales tax returns were
addressed to either Cotton Ginny and / or CG Operations (H/O) Limited. The Monitor

noted that in several cases the regisiered Company or owner is recognized by provincial

15
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anthorities to be CG Operations (H/Q) Limited, while the operating name is Coiton
Ginny. The Monitor noted that this convention of owner or registrant / operator is
specifically recognized by the provinces of Manitoba, Saskatchewan, Ontario and British
Columbia. In most cases, the top portions of the cheques evidencing payment of these
tax obligations denote “TI/0” and are retained by the Company. The face of the cheques
sent state the payor as Cotton Ginny.

The Monitor noted that two statements of account from Manitoba Finance for unpaid
capital taxes for the period February 2005 were mixed in with the Manitoba sales tax
returns, These statements of account relating to unpaid tax obligations, the basis of
which is the net book value of assets owned by a company, were addressed to Cotton
Ginny Inc. In most cases, the top portions of the cheques evidencing payment of these
tax obligations denote “H/Q” and are retained by the Company. The face of the cheques
sent state the payor as Cotton Ginny,

With regard to specific provincial registration applications and vendor permits issued by

the various provinces the Monitor noted the following:

o The Company’s original Application for Registration in the province of Manitoba
documents the name of the applicant and the operating name as H/O and Cotton
Ginny, respectively. Retail sales tax returns are addressed to Cotton Ginny;

o The Company’s Application for a Vendor’s License in the province of
Saskatchewan documents the business owner and trade name as H/Q and Cotton
Ginny, respectively. Provincial sales tax retuns are addressed to both Cotton
Ginny and CG Operations (H/O) Limited;

o The original Vendor Permit issued by the province of Ontario was issued to H/O,
operating as Cotton Gimny. Retail sales tax retums in 2005 were addressed to
Cotton Ginny, but Notices of Assessment were addressed to H/O. This differs
from 2007 in which retail sales tax returns are addressed to H/O; and

o British Columbia Certificates of Registration are addressed to H/O; however, each
individual retail store certificate is made out to Cotfton Ginny / CG Operations
(H/0) Limited. In addition, the Monitor reviewed a British Columbia Schedule

16
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Summary Report dated September 22, 2005, in which the taxpayer is identified as
H/0. The manner of address with regard fo British Columbia social service

returns is consistent with that of the retail store certificates.

Federal goods and services tax returns

L ]

The Monitor reviewed various monthly goods and services tax (“GST”) returns for the
years 2003 to 2008. GST retums were electronically addressed to H/O by the Canada
Revenue Agency (“CRA”) up to and including the month of February 2006. For the
months of March and April 2006, sales tax returns were electronically addressed to H/O
by CRA. and no electronically addressed return from CRA was on file for May 2006. For
these three months, the Company submitted manual sales tax retumns in the name of CGI.
Since June 2006, CRA has sent the Company electronically addressed GST returns and
the Company has remitted its GST retums in the name of CGL. The Monitor notes that
the business numbers for the returns addressed to the Company from CRA and submitted
to CRA by the Company in the names of H/O and CGI differ.

Monitor’s Conclusion

Based on the sample of documents selected and reviewed by the Monitor, it appears that
for the most part, the opera;ting company used documentation in the name of H/O in its
business transactions with suppliers (who in furn shipped product and invoiced H/Q in
many cases), in its government remittances, and in other documented transactions prior to
the reorganization that resulted in CGI becoming the primary operating company.
Notwithstanding the transition to CGI, documentation denoting H/O continues to be used
by many third parties in their exchanges with the Company. In the Mokitor’s view, this
could be attributable to those entities either not being made aware of the fransition or,

alternatively, being aware and not taking the steps necessary to update their records.

In the Monitor’s view, it does not appear that continuing this review will bear any
meaningful additional information as to the operations as between CGI and H/O.
Accordingly, unless otherwise directed by the Court, the Monitor does not intend to

continue its review of this aspect of the operations of CGI and H/O.

17
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Garnishment of H/O Bank Accounts by Effigi

H/O and CGI have a number of bank accounts at various different financial institutions.
Except for one bank account with a fixed balance used for collateral against credit card
debt, the bank accounts in the name of CGI are inactive. H/O has a number of deposit
accounts (the “Deposit Accounts”), which are used by retail stores to make their daily
deposits, a concentration account (the “Concentration Account”) that automatically
collects funds from the Deposit Accounts several times a week, a Canadian operating
account and a US operating account. The funds in the concentration account are
periodically transferred to H/O’s Canadian and US operating accounts on which cheques
are written to pay various operating and non-operating liabilities, including trade debt,

income taxes, utilities and payroil.

The Monitor’s review of documentation submitted by Effigi supporting its claim against
the Companies included two Orders of gamishment in favour of Effigi totaling
approximately $2 million. The Monitor reviewed bank account statements with respect
to the Canadian operating and concentration accounts of H/O to determine the dates on
which funds were garnished and the amounts of the garnishments from H/O’s accounts

and a summary of same is set out below:

Date of Garnishment Amount Account
August 1, 2007 $1,613,037.77 Concentration
August 27, 2007 267,036.49 Concentration
August 27, 2007 $13,732.50 Canadian operating
Total $1,893,806.76

18
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The Company has yet to provide the Monitor with copies of H/Q’s US operating account
bank statements, which may contain information in respect of the remaining amount
garnished of $123,805.02.

Based on the Company’s books and records, sales of Effigi products for the period July
23 to September 2, 2007 are set out in the chart below:

Period Sale of Effigi Product
July 23 to 29, 2007 $28.49

Tuly 30 to August 5, 2007 $12.02

Augnst 6 to 12, 2007 $40.98

August 13 to 19, 2007 $6.50

Aungust 20 to 26, 2007 $7.50

August 27 to September 2, 2007 ($10.21)

Total $85.28

With regard to the $1.6 million gamnished from H/O’s concentration account on Aungust I,
2007, the Monitor finds that based on its review and analysis of H/Q’s concentration
account and the Company’s sales of Effigi product during the period immediately prior to
and after August 1, 2007, the maximum amount in the concentration account relating to

sales of Effigi product is $40.51. A copy of the Monitor’s detailed analysis with respect
to this matter is attached hereto as Appendix “E”,

With regard to the $267,036.49 and $13,732.50 gamished from H/Q’s concentration and
Canadian operating accounts on August 27, 2007, the Monitor finds that based on its
review and analysis of H/O’s concentration and Canadian operating accounts and the
Company’s sales of Effigi product during the period immediately prior to and after
August 27, 2007, the maximum amount in the concentration and Canadian operating
accounts relating to sales of Effigi product are $7.50 and $0, respectively. As discussed

in the preceding paragraph, a copy of the Monitor’s detailed analysis with respect to this
matter is attached hereto as Appendix “E”.
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VII. Transaction Review

43,  Pursuant to the March 14, 2008 Endorsement of the Honourable Justice Morawetz in
which the Monitor was directed to undertake a review of certain payments made by the

- - - —Companies - over- the. course of the last five years; -the -Menitor reports that- it has
completed its initial review of certain payments made from H/Q’s Canadian operating
accounts during the period from March 2006 to March 2008. The Monitor’s review
consisted of examining monthly bank statements and investigating payments made with a
value equal to or greater than $25,000. (This matter was discussed at a meeting held on
March 19, 2008 between the Monitor and its counsel and Effigi’s counsel wherein the
parties agreed that the Monitor would review any payments made by the Company
greater than the “floor” amount of $25,000.)

44.  Between 40 and 50 transactions were reviewed for each monthly period. Substantially all
payments reviewed were made to trade suppliers of the Company, including landlords.
However, the Monifor has provided management with a list of payments, by date, for
which the Monitor requires fiwther iriformation. Examples of transactions requiring
further information are monthly debit memos for which no support was provided and
cheques made out to various parties, which do not appear to be trade creditors. The
Monitor intends to continue its transaction review on a reverse chronological basis and

present a report on its findings in its next report to the Court.

VIII. Status of the Claims Procedure

45,  In respect of the Claims Procedure and in accordance with the March 14% Order, the
Monitor reports that as of 5:00 p.m. on April 8, 2008, the Monitor has received 226
claims totaling $30,597,658 in respect of the Companies. The Monitor has begun
reviewing with the Companies, the claims received. The Monitor and the Company will
be seeking from the Court a short extension of the time period beyond April 21, 2008, to

review all Proofs of Claim received by the Claims Bar Date.
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The Monitor’s counsel has already conducted completed PPSA searches in Ontario and
commenced the process of confacting those creditors who have registered securify

interests under the PPSA for the purpose of reviewing their security.

Fees Subject to the-Administration Charge -

Pursuant to paragraph 33 of the Initial Order, the Monitor, counsel to the Monitor,
counsel to the Companies, the Receiver and counsel to the Receiver were granted an
Administration Charge. The Monitor was also subsequently ordered to address in its
reports any issue with professional fees as they may impact the Administration Charge.

Attached hereto as Appendix “F” is a schedule summarizing the status of the Company’s
payments of the invoices rendered to the Company by the Monitor, counsel to the
Monitor and counsel to the Companies. As set out on that schedule, the estimated amount
outstanding to the Monitor, counsel to the Monitor and counsel to the Companies as at
April 16, 2008 is approximately $250,000. In addition to this amount, the Monitor has
been advised by the Receiver that it may need to have recourse to $15,000 of the
Administration Charge. As reported previously, the Monitor continues to be of the view
{bat the amount of professional fees will exceed the amounts set out in the Projection

appended to the First Report.

Conclusion

As discussed earlier in this report, the Company does not appear to have the cash
available with which to pay storage and demuirage charges in order to receive inventory
in its warehouse which inventory, in turn, wounld be distributed to the Company’s stores.
This is resulting in a lack of new inventory in the stores; having newer inventory could
result in the Company eaming higher gross margins and increasing its liquidity. As a
result, the Company’s sales are suffering, This is evidenced by the variance of

approximately $1.7 million between actual and budgeted sales since February 21, 2008.
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Further, the Company’s inventory levels have decreased since the Monitor’s last report.

Unpaid professional fees are increasing and also appear to be reflective of a lack of funds.

50. The Company needs to address these issues forthwith if it intends fo be in a position to

put forth a Plan of Compromise or Arrangement to its creditors.

51.- ~The CCAA: stay extension expires on April 24, 2008 and the Monitor expects that the
Company will seck an extension of the stay of proceedings on or before that date. The
Monitor will provide a finther report to the Court at the time of the Company’s

application for the stay extension.

IX. Next Report of the Monitor

52.  The Monitor proposes to release its next bi- weekly report on or about May 1, 2008.

ALL OF WHICH is respectfully submitted this 17% day of April, 2008

MINTZ & PARTNERS LIMITED in its capacity
as the Monitor of Cotton Ginny Inc., CG Operations
(H/O) Limited, CG Operations I Limited and CG
Operations I Limited and not in its personal

capacity ;
Per
DRl wott s
S ecol vete frescd PR o
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APPENDIX "A"

Cotton Ginny Inc. et al.
Actual Cash Flow Results Compared to Forecast
For the Seven Weeks Ending April 13, 2008

{(in $000°s}
Actual Forecast S Variance % Variance

QOpening Cash Balance (1) $ 134 & 113 | § 71 63%
Cash Receipts

Store Sales 6,637 8,341 {1,704) -20%

Qther Income (2) 420 320 100 31%
Cash Receipis 3 7,058 § 8,061 13 (1,603) -19%
Cash Disbursements .

Merchandise Payments 3 1,879 § 2,727 1% (848) 31%

Tax, Sales and Net GST 84 200 (116) -58%

Rent 2,141 2,186 (45) -2%

Leaseholds - - -

Professional fees 256 232 24 10%

Marketing 38 22 15 68%

PQOS Ttems - Printers and POS terminals 61 2 59 2925%

Payroll 1,867 1,808 59 3%

Purolator/logistics 152 300 (148) -49%

Supplies 127 105 22 21%

Utilities 23 120 (97) -81%

Interest Expense 57 69 (12) -18%
Total Cash Disbursements 3 6,684 % 77711 % (1,088) -14%
Closing Cash Balance % 558 % 1,002 | {444) -44%

Notes:

1. Cash balance includes outstanding cheques and excludes any deposits in transit.

2. Actual Other Income includes $195,000 paid by the Monitor towards the payrolt and sales taxes a¢ per the Termination of

Receivership and Discharge Order.
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Cotton Ginny Group of Companies

Sales Tax Return Review

Addressee on

Amount -
Payable

Nov 2004

Jun 2404

Jan 2004

Oct 2003

May 2003

is conducted is Coiton Ginny.

Cotton Ginny

Cofton Ginny

Cotton Ginny

Cotton Ginny

Cotton Ginny

21,474.14

35,350.24

14,705.48

27,469.51

18,917.88

Province Account Number Period Return (Rececivahla} Paid By
Feb 22 - 24, CG Operations
Manitcba 897251807MT0001 2008 Cotton Ginny 1,309.35 (H/O) Limited
CG Operations
Oct 2007 Cotton GInny 17,289.46 (H/O) Limited
CG Operatlons
Mar 2007 Cotten Ginny 22,306.31 (H/O) Limited
CG Operations
Dec 2006 Cotton Ginny 20,239.61 (H/O) Limited
CG Cperations
June 2006 Cotton Ginny 34,627.00 (H/0) Limited
CG Operations
Dec 20086 Cotton Ginny 15,805.76 (H/O) Limited
CG Operations
Jul 2005 Cotton Ginny 25,377.84 (H/O) Limited
CG Operations
Apr 2005 Cotton Ginny 25,377.84 (H/C) Limited
CG Operations
January 2005 Cotton Ginny 14,887.29 (H/O) Limited

Two statements of account from Manitoba Finance for the return period Feb 2005 relating to outstending and
unpaid corporation capital tax were included with the provinglal sales tax returns, 8oth were addressed to
Cotton Ginny Inc. Both were pasid on CG Operations {H/0) Limited cheques.

.CG Cperations
{H/Q) Limited

CG Operations
{H/0) Limited

CG Operations
{H/O) Limited

CG Operations
{H/0) Limited

CG Operations
(H/Q) Limited

In reviewing the sales tex return file for 2003, it appears that on the Manitoba Finance Application for
Registration, the name of the applicant is CG Operations (H/0) Limited, while the name under which business
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Cotton Ginny Group of Companies
Sales Tax Return Review

Amount -
Addresseeon Payable
Province Account Number Period Retum (Receivable) Paid By

CG Operations
Saskatchewan 1942804 Feb 2008 Cotton Ginny 313.76 (H/0) Limited
CG Operations
Jun 2007 Cotton Ginny 8,643.86 (H/0O) Limited
CG Operations
Feb 2007 Cotton Ginny 3,722.35 (H/Q)} Limited
CG Operations CG Operations
Nov 2006 {(H/0) Limited 6,753.79 (H/O) Limited
CG Operations CG Operations
Mar 2006 (H/0} Limited 9,647.45 (H/Q) Limited
CG Operations CG Operations
Sept 2005 (H/Q) Limited 10,623.74 (H/O) Limited
CG Operetions CG Operations
June 2005 (H/O} Limitad 12,870.10 (H/O) Limited
CG Operations CG Operations
Oct 2004 {H/0) Limited 8,414.65 (H/O) Limited
CG Operations CG Operations
April 2004 {H/0) Limited 10,936.19 (H/Q) Limited
CG Operations CG Operations
Jan 2004 (H/0) Limited 6,107.71 (H/0} Limited
CG Operations CG Operations
Oct 2003 {H/0) Limited 8,352.41 (H/0)} Limited
CG Operations CG Operations
Jun 2003 {H/0) Limited 12,313.08 (H/0) Limited

Per Saskatchewan Finance Application for Vendor's License, Cotton Ginny is listed as the trade name, while CG

Operations (H/O) Limited is Hsted as the business owner.
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Cotton Ginny Group of Companies
Sales Tax Return Review

Province Account Number Pericd

Addressea on
Return

Amount -
Payable
{ Receivable)

Paid By

Feb 22 - 24,

Ontario 6496-5546 2008

Decernber 2007

6496-5546 Nov 2007

Oct 2007

Jan 2007

Oct 2006

May 2006

Mar 2006

Dac 2005

Aug 2005

May 2005

CG Operations
{H/O) Limited

CG Operatlons
(H/0) Limited

Cotton Ginny

Cotton Ginny

Cotton Ginny

Cotton Ginny

Cotton Glnny

Cotion Ginny

Cotton Ginny

Cotton Ginny

Cotton Ginny

13,034.09

417,712.45

181,739.99

192,190.07
191,937.65
25%,717.71

311,501.30

271,660.01
513,969.51
231,160.54

256,086.93

CG Operations
(H/Q) Limited

No cheque attached
- letter from CG
Operations (H/0)
Limited to Ontarle
Ministry of Finance
dated January 22,
2008, indicating
amount would be
paid in the future

No cheque attached
- letter from CG
Operations (H/0}
Limited to Ontario
Ministry of Finance
dated January 22,
2008, Indicating
amount would he
paid in the future

CG Dperations
{H/0} Limited

CG Operations
(H/C) Limited

CG Operations
{H/0) Limited

CG Operations
(H/0O} Lirmited
CG Operations
(H/0) Limited

CG Operations
{H/0) Limited

CG Operations
{H/0) Limited

CG Operations
(H/O) Limited

Based on a review of Statements of Account from the Ontario Ministry of Finance dated November 28, 2005
and December 12, 2008, it appears that Retail Sales Taxes are remitted in the name of Cotton Ginny and
Statements of Account are addressed to CG Operations {H/0) Limited.
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Cotton Ginny Group of Companies
Sales Tax Return Review

Amount -
Addressees on Payable
Province Account Number Period Return {Receivable} Paid By
CG Operations
Sept 2004 Cotton Ginny 301,777.83 (H/O) Limited
CG Operations
Jun 2004 Cotton Ginny 359,140,97 (H/O) Limited
CG Operations
Mar 2004 Cotton Ginny 243,520.02 {H/O} Limited
CG Operations
Sept 2003 Cotton Ginny 355,052.18 (H/O) Limited
CG Operations
Apr 2003 Cotton Ginny 201,386.42 (H/Q) Limited

Based on a copy of the Vendor Permit issued by the Ontario Ministry of Finance on April 17, 2003, the permit is
issued to CG Operations (H/Q) Limited, operating as Cotton Ginny.
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Cotton Ginny Group of Companies
Sales Tax Return Review

Amount -
Addressee on Payable
Province Account Number Period Return {Receivable) Paid By
Cotton Ginny
British Feb 22 - 24, CG Operations CG Operailons
Columbia R352277 2008 {H/Q) Limited 3,304,29 {H/O0} Limited
Dec 2007 Cotton Ginny 88,738.86
CG Operations No cheque attached
(H/0) Limited - letter from CG
Operations (H/0)
Limited to Ministry
of Small Business
and Revenue dated
January 22, 2008,
indicating armount
would be paid in
the future
Notice of Cotton Ginny
Assessment re  CG Operations CG Operations
October 2007 (H/O) Limited 46,318.26 (H/0) Limited
Cotton Ginny
CG Operations . CG Operatiohs
Jan 2007 {(H/0) Limited 45,800,97 (H/O) Limited
Cotton Ginny
CG Operations CG Operations
Dec 2006 (H/O) Limited 121,614.30 (H/O) Limited
Cotton Ginny
CG Operatiohs CG Operations
Aug 2006 (H/Q) Limited 54,021.83 (H/O) Limited
Cotton Ginny
CG Operations CG Operations
Feb 2006 (H/0) Limited 42,774.07 (H/O) Limited
Cotton Ginny
CG Qperations CG Operations
Nov 2005 {H/0) Limited 55,289.32 (H/O) Limited
Cotton Ginny
CG Operations CG Operations
Jut 2005 {H/G) Limited 70,559.20 (H/0) Limited
Cotton Ginny
CG Operations CG Operations
Mar 2005 (H/0) Limited 68,814.72 (H/O) Limited
Cotton Ginny
CG Operations CG Operations
Nov 2004 {H/0) Limited 56,957.00 (H/O) Limited
Cotton Ginny
CG Operations CG Operations

May 2004 (H/0} Limited 72,315.20 (H/0} Limited
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Cotton Ginny Group of Companies
Sales Tax Return Review

Province Account Number Period

Addressee on
Return

Amount -
Payable
(Receivable)

Paid By

Feb 2004

Nov 2003

Jul 2003

May 2003

dated September 22, 20035,

Cotten Ginny
CG Operations
{(H/O) Limited

Cotton Ginny
CG Operations
{H/0) Limited

Cofton Ginny
CG Operations
(K/0) Limited

Cotton Ginny
CG Operations
(H/O) Limited

54,688.05

£9,363.35

87,508.36

50,949.47

CG Operations
{H/O} Limited

CG Operations
(H/O} Limited

CG Operations
(H/Q) Limited

CG Operations
(H/Q) Limited

British Columbia Certificates of Registration are addressed to CG Operations (H/Q) Limited; however, the
ackual certificates for each store are made out to Cotton Ginny / CG Operations (H/0) Limited.

‘The taxpayer is identified as CG Operations (H/O) Limited per the British Columbia Schedule Summary Report
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Cotton Ginny Group of Companies
Sales Tax Return Review

Amount -
Addressee on Payable
Province Account Number Period Return {Receivable} Paid By
Feb 22 - 24, Cotton Ginny CG Operations
CRA {GS5T) 85982 8675 RT0001 2008 Inc. 529.32 (H/O) Limited
Dec 2007 Cotton Ginny 499,230.35 No cheque attached
Inc. - letter from CG
Operations (H/0)
Limlted to CRA
dated Janvary 30,
2008, indicating
payment
arrangements
would be sent,
Cotton Ginny CG Operations
Sept 2007 Inc. 303.52 (H/O) Limited
Cotton Ginny CG Operations
Mar 2007 Inc, 585.22 (H/0) Limited
Cotton Ginny CG Operations
Nov 2006 Inc. 250.17 (H/O) Limited
Cotton Ginny CG Operations
June 2006 Inc. 201,860.77 (H/Q) Limited
CG Operations CG Operations
Mar 2006 (H/0) Limited 189,455.63 (H/O) Limited
CG Operations CG Operations
Nov 2005 (H/0O) Limited 58,042.69 (H/0) Limited
CG Operations CG Operotions
May 2005 {H/O) Limited 120,138.00 (H/0O) Limited
CG Operations CG Operations
Feb 2005 {H/0) Limited 199,85 (H/0) Limited
CG Operations CG Operatlons
Get 2004 (H/0Q) Limited 37,336.16 (H/O} Limited
CG Qperations CG Operations
Aug 2004 (H/0) Limited 200,66 (H/0) Limited
CG Operations CG Operations
Apr 2004 (H/0} Limited 35,427.70 (H/O) Limited
CG Operations CG Operations
QOct 2003 {H/0) Limited 29,281.67 (H/0) Limited
CG Operations CG Operations
Aug 2003 {H/0) Limited 73,126.55 {H/O)} Limited

Nil returns filed for Continental Saxon (CG) Limited, Continental Saxon (CG) Limited Partnership, CG
Operations I Limited, CG Operations II Limited, CG Capital Limited and 2024496 Ontario Limited.
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ADVERTISED: 1893-07-14
REGISTERED: 1995-03-17
REGISTRANT:
COTTON GINNY LIMITED
130 Bloor Strest West
Suiite 1003
Toronto
M5ES N5
ONTARIO

REPRESENTATIVE FOR SERVICE:
GOWLING LAFLEUR HENDERSON LLP
SUITE 5800, SCOTIA PLAZA

40 KING STREET WEST

TORONTO

ONTARIOQ M5H 327

CURRENT OWNER:

Continental Saxon {CG) Limited Partnership
2800 Mathescn Boulevard East
Mississauga

LAW 4X5

ONTARIO

REPRESENTATIVE FOR SERVICE:
R.GRANT CANSFIELD

(AIRD & BERLIS LLP}
BROOKFIELD PLACE, SUITE 1800
181 BAY STREET

BOX 754

TORONTO

ONTARIO M5J 2T9
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CIPQ - Canadian Trade-marks Database ' Page 2 of 4

COTTON GINNY PLUS NATURALLY & DESIGN
DISCLAIMER TEXT:

The right to the exclusive use of the word COTTON is disclaimed apart from
the trade-mark.

INDEX HEADINGS:

COTTON GINNY PLUS NATURALLY
VIENNA INFORMATION:

Code Description

25.7.20 Surfaces or backgrounds covered with ines or bands
25.7.21 Surfaces or backgrounds covered with siraight lines or bands
26.11 Circles

25.1.4 Two circles, two ellipses, one inside the other

28.1.20 Circles or ellipses containing inscriptions arranged along the radius
or diameter

26.1.21 Circles or ellipses containing inscriptions arranged in circular or
elliptical form

25.41 Squares

28.4,5 One quadrilateral

26.4.10 Quadrilaterals containing one or more circles, ellipses or polygons
26.4.12 Quadrilaterals containing one or more other geometrical figures
28.4.22 Quadrilaterals containing other inscriptions

WARES:

(1} Men's, women's and children’s clothing, wearing apparel, accessories and
footwear, namely aprons, boots, belts, ballet shoes, bath wraps, bibs, blouses,
bodysuits, bath robes, blazers, butions, brieflets, bathing suits, baseball shiris,
blousons, baseball uniforms, briefs, brassieres, capes, cardigans, culotles,
cravattes, coats, camisoles, chemises, caps, dickies, dresses, dressing
gowns, ear muffs, foulards, furs, girdles, goggles, gicves, headbands, hats,
housecoats, handkerchiefs, jogging suits, jeans, jackets, jumpers, jumpstits,
jerseys, leg warmers, leotards, lingerie, mittens, muffs, mantles, neckwarmers,
nightgowns, nightshirts, nighties, overalls, parkas, pajamas, pants, pefticoats,
ponchos, playsuits, racing suits, robes, raincoats, running shoes, shoris,
sweatsuits, shirts, sweaters, swimwear, shoes, sandals, scarves, shawls,
slippers, skirts, sashes, sweatpants, sweatshirts, sweat tops, suis,
suspenders, sleepers, sun suits, sweat jackets, snowsuiis, tank tops, frousers,
thongs, t-shirts, tops, ties, togues, uniforms, undenwear, underpants, unitards,
vests, visors, waistcoals, warm-up pants, warm-up fops.
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CIPO - Canadian Trade-marks Database Page 3 of 4

1 ada.

SERVICES:

{1) Operation of a retail business selling men's, women's and children's
clothing, wearing apparel, footwear and accessories therefor.

CLAIMS;

Declaration of Use filed November 01, 1993 c;n wares.
Declaration of Use filed February 08, 1995 on services.

ASSOCIATED MARKS:
TMAZ69,893 TMA346,913 TMA370,052 TMA379,837 TIMA383,786
TMA384,195 TMA403,134 TMA440,813 TMA440,814 TMAA471,738

AGCTION DATE BF COMMENTS
Filed 09 July 1992
Created 09 July 1992
Formalized 11 August
1992
Search 22 Qctober
Recorded 1992
Correspondence 30 October
Created 1992
Approved 04 May 1293
Advertised 14 July 1893 Vol.40 Issue 2020
Allowed 08 October
1693
Allowance 08 October 09 July 1995

Notice Sent 1993
Registered 17 March

1985
AgentName 26 January
Change 2001

Rep for Service 26 January
Name Change 2001

Agent Name 14 September
Change 2001

Rep for Service 14 September
Name Change 2001

Clerical 25 July 2002 Clerical correction / Voir
Correction Preuve au dossier/See
: evidence on File No. 437783
Rep for Service 23 June 2003 From: 4497 To: 9912 / Voir
Changed Preuve au dossier/See
evidence on File No, 437783
Change in Tiffe 23 June 2003 Assignment / Voir Preuve au
Registered dossier/Ses evidence on File
No. 437783
Amendmentto 16 December Section 41.1(a) - Owner
Registration 2004 Information / Veir Preuve au
dossier/See evidence on File
No. 437783
Record Security 10 May 2005 Security Agreement
Interest / Removed / Voir Preuve au
License dossier/See evidence on File
Agreement . No. 437783
FOOTNOTES:

Record License Agreement/Accord de licence enregistré
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CIPO - Canadian Trade-marks Database 7 4 Page 4 of 4

46

DATE RECORDED/DATE CONSIGNEE: 29 mai/May 1997
COMMENTS/COMMENTAIRES: CONGRESS FINANCIAL CORPORATION
(CANADA)

CHANGE IN TITLE/CHANGEMENT EN TITRE:

TYPE OF CHANGE/GENRE DE CHANGEMENT: Clerical
correction/Correction

DATE REGISTERED/DATE DE L'ENREGISTREMENT: 25 juilfdul 2002
DATE OF CHANGE/DATE DE CHANGEMENT: 25 juilfdul 2002
COMMENTS/COMMENTAIRES: o correct the entry recorded on May 29,
1997 lo read securily agreement rather than ficense agreement,

Voir Preuve au dossier/See evidence on File No. 437783

CHANGE IN TITLE/CHANGEMENT EN TITRE:

TYPE OF CHANGE/GENRE DE CHANGEMENT: Assignment/Cession
DATE REGISTERED/DATE DE LENREGISTREMENT: 23 juin/Jun 2003
DATE OF CHANGE/DATE DE CHANGEMENT: 21 avr/Apr 2003
COMMENTS/COMMENTAIRES: FROM: COTTON GINNY LIMITED
TO: Continental Saxton {CG} Limited Partnership

Voir Preuve au dossier/Ses evidence on File No. 437783

AMENDMENT TO REGISTRATION/MODIFICATION A

L' ENREGISTREMENT:

TYPE OF AMENDMENT/GENRE DE MODIFICATION: Section 41.1(a) -
Owner

Information/Alinéa 41.1a) - information sur le propriétaire

DATE REGISTERED/DATE DE L'ENREGISTREMENT: 16 dechec 2004
DATE OF CHANGE/DATE DE CHANGEMENT: 16 déc/Dec 2004
COMMENTS/COMMENTAIRES: To correct the name of the owner
"Continental S8axton (CG) Limited Partnership” now reads

"Continental S8axon (CG) Limited Partnership” and change the

address

Voir Preuve au dossier/See evidence on File No. 437783

Security Agreement Removed/Accord de sécurité retiré

DATE RECORDED/DATE CONSIGNEE:; 10 mai/May 2005

DATE OF CHANGE/DATE DE CHANGEMENT: 10 mai/May 2005
COMMENTS/COMMENTAIRES: Conaress Financial Corporation (Canada)
Voir Preuve au dossier/See evidence on File No. 437783

‘s-.qwg d, ﬂ .a

Last updated: 2008—04-08 FY Important Notices
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