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REITMANS (CANADA) LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF EARNIN GS

(Unaudited)

(in thousands of Canadian dollars except per siramints)

Notes

Sales

Cost of goods sold 7
Gross profit

Selling and distribution expenses
Administrative expenses

Impairment of non-financial assets 21
Restructuring costs 11
Results from operating activities

Finance income 16
Finance costs 16
Loss before income taxes

Income tax expense (recovery) 15
Net loss from continuing operations
Earnings (loss) from discontinued operations,

net of tax 4
Net loss
Loss per share : 17
Basic
Diluted

Loss per share from continuing operations :

Basic
Diluted

The accompanying notes are an integral part oéthraudited condensed consolidated interim finhstEgements.

For the 13 weeks ended

October 31, 2020

For the 39 weeks ended

November 2, 200 October 31, 2020

November 2, 201D

$ 163,362 $ 183,603 $ 388,675 $ 521,058
81,819 86,809 207,316 245,259
81,543 96,794 181,359 275,799
78,474 89,991 212,550 261,762
8,280 11,617 24,891 34,067
4,528 330 12,771 2,386
3,797 - 27,342 -
(13,536) (5,144) (96,195) (22,416)

201 533 12,112 2,735
1,406 5,892 4,373 13,310
(14,741) (10,503) (88,456) (32,991)
217 (1,106) 660 (7,031)
(14,958) (9,397) (89,116) (25,960)
383 (13,700) (72,181) (9,806)

$ (14,575) $ (23,097) $(161,297) $ (35,766)

$ (0.30) $ (0.47) $ (3.30) $ (0.61)
(0.30) (0.47) (3.30) (0.61)

$ (0.31) $ (0.19) $ (1.82) $ (0.44)
(0.31) (0.19) (1.82) (0.44)

(1) Comparative figures have been restated to sepapmtent the results of continuing and discontinygerations. See note 4.



REITMANS (CANADA) LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPRE HENSIVE INCOME

(Unaudited)
(in thousands of Canadian dollars)

For the 13 weeks ended For the 39 weeks ended
Notes October 31, 2020 November 2, 2019 October 31, 2020 November 2,2019

Net loss $ (14,575 $ (23,097) $ (161,297) $ (35,766)
Other comprehensive income (loss)
ltems that are or may be reclassified subsequently
to net earnings:
Cash flow hedges (net of tax of $273 for the
39 weeks ended October 31, 2020; net of
tax of $91 for the 13 weeks and $75 for the

39 weeks ended November 2, 2019) 13 - (249) (754) (207)
Foreign currency translation differences 13 28 13 (53) (35)
Total other comprehensive income (loss) 28 (236) (807) (242)
Total comprehensive loss $ (14,547) $ (23,333) $ (162,104) $ (38,008)

The accompanying notes are an integral part oétheaudited condensed consolidated interim finhstEtements.



REITMANS (CANADA) LIMITED

CONDENSED CONSOLIDATED INTERIM BALANCE SHEETS

(Unaudited)
(in thousands of Canadian dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Derivative financial asset
Inventories
Prepaid expenses

Total Current Assets

NON-CURRENT ASSETS
Property and equipment
Intangible assets
Right-of-use assets
Deferred income taxes

Total Non-Current Assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES

Trade and other payables

Derivative financial liability

Deferred revenue

Income taxes payable

Current portion of lease liabilities

Liabilities subject to compromise

Total Current Liabilities

NON-CURRENT LIABILITIES
Lease liabilities
Pension liability
Total Non-Current Liabilities

SHAREHOLDERS' EQUITY
Share capital
Contributed surplus
(Deficit) retained earnings
Accumulated other comprehensive loss
Total Shareholders' Equity

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

Notes October 31, 2020

19

21

8,21

19
10

11

12

13

13

November 2, 2019

February 1, 2020

$ 82717 $ 67,346 $ 89,410
6,018 7,801 6,313
- 252 1,124
111,853 175,254 147,428
30,074 15,163 9,441
230,662 265,816 253,716
70,680 89,463 88,090
11,714 19,546 20,267
121,441 193,797 198,097
- 30,582 -
203,835 333,388 306,454
$ 434,497 $ 599,204 $ 560,170
$ 45663 $ 111,294 $ 109,674
; 1,023 348
10,010 10,340 15,042
2,418 344 3,207
38,764 61,509 61,618
203,332 - -
300,187 184,510 189,889
98,963 141,704 152,251
3,627 21,089 24213
102,590 162,793 176,464
27,406 27,406 27,406
10,290 10,277 10,283
(4,942) 215,744 156,355
(1,034) (1,526) (227)
31,720 251,901 193,817
$ 434,497 $ 599,204 $ 560,170

Going concern, impact of COVID-19 and CCAA proceegdi(note 2(b))

Subsequent events (note 22)

The accompanying notes are an integral part oétheaudited condensednsolidated interim financial statements.



REITMANS (CANADA) LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGE S IN SHAREHOLDERS’

EQUITY
(Unaudited)
(in thousands of Canadian dollars)

Retained Accumulated Other Total
Contributed Earnings Comprehensive Shareholders’
Notes Share Capital Surplus (Deficit) Loss Equity

Balance as at February 2, 2020 $ 27,406 $ 10,283 $ 156,355 $  (227) $ 193,817
Net loss - - (161,297) - (161,297)
Total other comprehensive loss 13 - - - (807) (807)
Total comprehensive loss for the period - - (161,297) (807) (162,104)
Share-based compensation costs 14 - 7 - - 7
Total contributions by owners of the

Company - 7 - - 7
Balance as at October 31, 2020 $ 27,406 $ 10,290 $ (4,942 $ (1,034) $ 31,720
Balance as at February 3, 2019 $ 38,397 $ 10,245 $ 292,239 $ (1,284 $ 339,597
IFRS 16 adoption adjustment (net of tax) - - 767 - 767
Restated balance as at February 3, 2019 38,397 10,245 293,006 (1,284) 340,364
Net loss - - (35,766) - (35,766)
Total other comprehensive loss 13 - - - (242) (242)
Total comprehensive loss for the period - - (35,766) (242) (36,008)
Share-based compensation costs 14 - 32 - - 32
Dividends 13 - - (8,776) - (8,776)
Purchase of Class A non-voting shares

pursuant to substantial issuer bid (10,991) - - - (10,991)
Excess of purchase price of Class A non-

voting shares over carrying amount - - (32,720) - (32,720)
Total (distributions to) contributions by

owners of the Company (10,991) 32 (41,496) - (52,455)
Balance as at November 2, 2019 $ 27,406 $ 10,277 $ 215,744 $ (1,526) $ 241,90

The accompanying notes are an integral part oétheaudited condensednsolidated interim financial statements.



REITMANS (CANADA) LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS

(Unaudited)
(in thousands of Canadian dollars)

CASH FLOWS FROM OPERATING ACTIVITIES

For the 13 weeks ended

For the 39 weeks ended
Notes October 31, 2020 Novembe2,2019 October 31, 2020 November2019

Net loss $ (14,575 $ (23,097) $ (161,297) (35,766)
Adjustments for:
Depreciation and amortization 14,829 24,971 47,323 75,158
Impairment of non-financial assets 21 5,230 957 34,789 3,245
Impairment of goodwiill - 11,843 - 11,843
Share-based compensation costs 14 2 (124) 7 (57)
Net change in fair value of marketable securities 16 - 4,409 - 8,264
Net change in transfer of realized loss (gain) ashcflow
hedges to inventory - 116 (250) 1,423
Foreign exchange gain (2,086) (248) (1,281) (4,343)
Gain on lease re-measurements due to restructuring 8 (3,130) - (6,011) -
Interest on lease liabilities 16 1,408 1,832 4,831 5,696
Interest and dividend income, net 16 (146) (501) (372) (2,735)
Income tax expense (recovery) 217 (1,786) 740 (6,285)
1,749 18,372 (81,521) 56,443
Changes in:
Trade and other receivables 6,949 (1,206) 153 381
Inventories (3,924) (9,744) 35,575 (28,445)
Prepaid expenses (8,212) 1,114 (20,633) (1,585)
Trade and other payables 10,829 (4,115) (64,344) 14,272
Liabilities subject to compromise 1 8,065 - 193,644 -
Pension liability 12 185 (102) (20,586) 45
Deferred revenue (2,422) (2,355) (5,032) (4,869)
Cash from operating activities 13,219 1,964 37,256 36,242
Interest received 154 377 514 1,443
Dividends received - 288 - 1,582
Income taxes received 771 255 883 267
Income taxes paid (198) (103) (2,139) (3,800)
Net cash flows from operating activities 13,946 2,781 36,514 35,734
CASH FLOWS (USED IN) FROM INVESTING ACTIVITIES
Additions to property and equipment and intangdssets, net 18 (1,407) (5,256) (4,794) (17,397)
Proceeds on sale of marketable securities - 41,425 - 41,425
Cash flows (used in) from investing activities (1,407) 36,169 (4,794) 24,028
CASH FLOWS USED IN FINANCING ACTIVITIES
Dividends paid 13 - (2,442) - (8,776)
Payment of lease liabilities (11,510) (18,982) (39,951) (56,755)
Purchases of Class A non-voting shares for caticella 13 - - - (43,711)
Cash flows used in financing activities (11,510) (21,424) (39,951) (109,242)
FOREIGN EXCHANGE GAIN ON CASH HELD IN FOREIGN
CURRENCY 2,343 258 1,538 4,308
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 3,372 17,784 (6,693) (45,172)
CASH, CASH EQUIVALENTS AND RESTRICTED CASH,
BEGINNING OF THE PERIOD 79,345 49,562 89,410 112,518
CASH, CASH EQUIVALENTS AND RESTRICTED CASH,
END OF THE PERIOD $ 82717 $ 67,346 82,717 67,346

Supplementary cash flow information (note 18)

The accompanying notes are an integral part oéthraudited condensednsolidated interim financial statements.



REITMANS (CANADA) LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL STATEMENTS
(Unaudited)

1. REPORTING ENTITY

Reitmans (Canada) Limited (the “Company”) is a campdomiciled in Canada and is incorporated
under the Canada Business Corporations Act. Theeasidbf the Company’s registered office is 155
Wellington Street West, 40Floor, Toronto, Ontario M5V 3J7. The principal lmess activity of the
Company is the sale of women’s wear at retail.

2. BASIS OF PRESENTATION
a) Statement of Compliance

These unaudited condensed consolidated interimandial statements have been prepared in
accordance with International Financial Reportitgn8ards (“IFRS”), as issued by the International
Accounting Standards Board (“IASB”) on a basis ¢stest with those accounting policies followed
by the Company in the most recent audited annuadal@ated financial statements except where
noted below. These unaudited condensed consoliddaztn financial statements have been prepared
under IFRS in accordance with IAS 3dterim Financial ReportingCertain information, in particular
the accompanying notes, normally included in thditad annual consolidated financial statements
prepared in accordance with IFRS has been omittetbiedensed. Accordingly, these unaudited
condensed consolidated interim financial statemdatsot include all the information required for
full annual financial statements, and, therefoneusd be read in conjunction with the audited athnua
consolidated financial statements and the notestilvéor the year ended February 1, 2020.

These unaudited condensed consolidated intenaméial statements were authorized for issue by the
Board of Directors on December 17, 2020.

b) Going Concern, impact of COVID-19 and CCAA Proceeiihgs

Since the coronavirus disease (COVID-19) was dedlarpandemic on March 11, 2020 by \terld
Health Organizationthere have been significant impacts for the Compdrhe measures adopted by
the Federal and Provincial governments in ordemitigate the spread of COVID-19 required the
Company to close all of its retail locations acrtss country effective March 17, 2020. During the
period of closure, the Company’s only sales weresdd from its e-commerce channel. At the end of
May 2020, the Company began re-opening its retaies across Canada in accordance with Federal,
Provincial and Municipal regulations surroundingad@finement. Subsequent to October 31, 2020,
certain provinces mandated renewed lockdown messomitigate the spread of COVID-19 forcing
the temporary closure of retail stores in these@ipo®s. See note 22.



CCAA Proceedings

On May 19, 2020, the Company obtained an initigleor(the “Order”) from the Superior Court of
Quebec (the “Court”) to seek protection from creditunder the Companies’ Creditors Arrangement
Act (the “CCAA”). Under the terms of the Order, Bti& Young Inc. has been appointed as the monitor
(the “Monitor”). The CCAA process allows the Comgda implement an operational and commercial
restructuring plan to re-position the Company émrg-term success (the “restructuring plan”). Seée no
11.

On May 29, 2020, the Company obtained an extensidhe Order from the Court for an additional
stay period to July 27, 2020. On July 27, 2020,Gbeart ordered a first extension of the stay petmd
October 16, 2020. On October 16, 2020, the Couktred a second extension of the stay period to
January 22, 2021.

On August 20, 2020, a claims process order (thairfd process”) was approved by the Court. The
claims process was initiated on September 10, 20200ended October 21, 2020 (“claims bar date”)
as described in note 2(f)(iii).

Restructuring Plan

On June 1, 2020, the Company announced, as p&g astructuring plan and as approved by the
Monitor, the closure of the Thyme Maternity and Aidoh Elle brands. The restructuring plan led to

the closure of all retail stores and e-commercd&h brands and to the termination of approxinyatel

1,600 employees in its retail locations and hefidefSee notes 4 and 11.

In accordance with the policies of the Toronto EtBgchange (the “TSX”), trading in the Company’s
Common shares and Class A non-voting shares wasmsded on May 19, 2020 and the Company’s
shares were delisted from the TSX effective atdbse of business on July 29, 2020. On September
3, 2020, the Company’s shares began trading om$xeVenture Exchange.

Going Concern

For the 39 weeks ended October 31, 2020, the Compenurred a net loss of $161,297. The
Company’s current liabilities total $300,187 anadeed current assets of $230,662 as at October 31,
2020. On August 5, 2020 the Company secured intinamcing (“DIP Loan”) of up to $60,000 with

a Canadian financial institution, as describedater0.

The deterioration in the Company’s financial pasgitsince the end of the fiscal year ended February
1, 2020, the Company’'s liquidity position as of ttate of the approval of these condensed
consolidated interim financial statements and tii@edictability of the outcome of the matters augsi
from the CCAA proceedings, indicate the existerfcg material uncertainty that may cast significant
doubt about the Company’s ability to continue g®iag concern.

These condensed consolidated interim financiaéstahts have been prepared on a going concern
basis in accordance with IFRS. The going concesishaf presentation assumes that the Company
will continue its operations for the foreseeabliifa and be able to realize its assets and diseliarg
liabilities and commitments in the normal coursdwo$iness. In assessing whether the going concern
assumption is appropriate and whether there arerraatincertainties that may cast significant doubt
about the Company’s ability to continue as a gaiagcern, management must take into account all
available information about the future, includirgjimated future cash flows, for a period of atleas
twelve months following the end of the reportingipé. These consolidated financial statements as
at and for the 39 weeks ended October 31, 202@dociude any adjustments to the carrying amounts
and classification of assets, liabilities and répdrexpenses that may otherwise be required if the
going concern basis was not appropriate. Such takugs could be material.
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c) Basis of Measurement

These unaudited condensed consolidated intemandial statements have been prepared on the
historical cost basis except for the following nietieitems:

* lease liabilities are initially measured at theser# value of the lease payments that are not
paid at the lease commencement date;

* pension liability is recognized as the present @atithe defined benefit obligation less the
fair value of the plan assets; and

» liabilities for cash-settled share-based paymamingements are measured in accordance with
IFRS 2,Share-Based Payment

d) Seasonality of Interim Operations

The retail business is seasonable and the resupeocations for any interim period are not necelsa
indicative of the results of operation for the fiidical year or any future period. Due to the inmpac
COVID-19, sales are not expected to follow hist@rigatterns.

e) Functional and Presentation Currency

These unaudited condensed consolidated intemandial statements are presented in Canadian
dollars, which is the Company’s functional currenglf financial information presented in Canadian
dollars has been rounded to the nearest thousgoepteper share amounts.

f) Estimates, Judgments and Assumptions

The preparation of the unaudited condensed coraetidinterim financial statements in accordance
with IFRS requires management to make judgmentsna®s and assumptions that affect the
application of accounting policies and the repor@dounts of assets, liabilities, the disclosure of
contingent assets and contingent liabilities atdhte of the consolidated financial statements and
reported amounts of revenues and expenses durengdhod. Management has made significant
judgments in connection with the potential impalcC®VID-19 on the Company’s reported assets,
liabilities, revenue and expenses, and on theeldisclosures, using estimates and assumptions,
which are subject to significant uncertainties. Exeent to which COVID-19 will continue to impact
the Company’s business, financial condition andultesof operations will depend on future
developments, which are highly uncertain and carbtpredicted at this time. These future
developments include the duration, severity angpps@d the COVID-19 outbreak, the measures taken
by various government authorities to contain it tiedreaction of the general public to, and conmaiéa
with, such containment measures. Accordingly, dctaaults could differ materially from those
estimates and assumptions made by management.

In preparing these unaudited condensed consetldiaterim financial statements, the significant
judgements made by management in applying the Coyfgoaccounting policies and key sources of
estimation uncertainty were the same as thoseeapahd described in the Company’s audited annual
consolidated financial statements for the year @rfekbruary 1, 2020, except as noted below. The
following were updated to reflect the continued andertain economic impact of COVID-19 which
may influence consumer shopping behavior and futoresumer demand, as well as the uncertain
outcome of the CCAA proceedings.



Critical Judgements and Key Sources of Estimationddtainty

(i)

(ii)

(iii)

Inventories

In determining the net realizable value of inveptcestimates are required in relation to
forecasted sales and inventory balances. COVIDatBeases the risk of uncertainty related to
these estimates because they are normally basead distorical pattern of sales. The

unprecedented impact of COVID-19 required managétoaapply a higher degree of judgement
in determining the estimates to set up provisiamgrierchandise in inventory that may have to
be sold below cost.

Impairment of Non-Financial Assets

Significant management estimates are require@terhine the recoverable amount of the cash-
generating unit (“CGU”) including estimates of faalue, selling costs or the discounted future
cash flows related to the CGU. COVID-19 increades tisk of uncertainty surrounding
management’s estimates. Differences in estimatelsl @ffect whether property and equipment,
right-of use assets and intangible assets arednifapaired and the dollar amount of that
impairment.

Liabilities subject to compromise

On August 20, 2020, the Court rendered a claimsga® order establishing the rules for the
creditors to submit a proof of claim. This ordeloaled creditors to submit their claims from
September 10, 2020 until October 21, 2020 (“clamasdate”). All claims are determined as at
May 19, 2020, the date of the Initial Order and¢f@re, the beginning of the CCAA process.
The Monitor initiated the process for the idenatfion, resolution and barring of claims in
connection with the CCAA proceedings. As of theedat the approval of these condensed
consolidated interim financial statements, it isrently not possible to determine the quantum of
the claims that will ultimately be allowed by th@@t, as the Monitor’s claims identification,
resolution and barring process is not completed raag take considerable time to resolve.
Therefore, amounts identified as liabilities subjeccompromise were based on the information
available, which management believes to be reasonaloler the circumstances. Such estimates
and assumptions are adjusted when facts and citanoes dictate. As future events and their
effects cannot be determined with precision, aateslilts could differ significantly from these
estimates. Liabilities subject to compromise repre the Company’s best estimate of liabilities
that will ultimately be subject to the plan of arggment and compromise to the Company’s
creditors.
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3. SIGNIFICANT ACCOUNTING POLICIES

Except as described below, the significant acangmolicies as disclosed in the Company’s audited
annual consolidated financial statements for thar yended February 1, 2020 have been applied
consistently in the preparation of these unauditatlensed consolidated interim financial statements

Discontinued operations

A discontinued operation is a component of the Camyjs activities that either has been disposed of,
or is classified as held for sale, and represestgparate major line of business or geographies ar
of operations, is part of a single coordinated ptadlispose of a separate major line of business or
geographical area of operations or is a subsidiaguired exclusively with a view to resale.

Government assistance

Government assistance is recognized when theeagonable assurance that the Company has met
the requirements of the approved grant programthedCompany is reasonably certain based on
management’s judgment that the government grahberileceived. Government assistance, including
grants, related to operating expenses is accouittiecds a reduction to the related expenses.
Government assistance, including monetary and noetaoy grants related to the acquisition of
property, plant and equipment, is accounted fa @eluction of the cost of the related propertgnpl

and equipment, and is recognized in net earninigg) tise same methods, periods and rates as for the
related property, plant and equipment.

(a) New standards and interpretations not yet adod:

COVID-19-Related Rent Concessions

On May 28, 2020, the IASB issu€&bDVID-19-Related Rent Concessions (Amendment t8 IFR
16). The amendment is effective for annual periodsrregg on or after June 1, 2020. Early
adoption is permitted. The amendment exempts ledse having to consider individual lease
contracts to determine whether rent concessionsrorg as a direct consequence of the COVID-
19 pandemic are lease modifications and allows&ssto account for such rent concessions as if
they were not lease modifications. It applies toWlI®19-related rent concessions that reduce
lease payments due on or before June 30, 2021.deroéssions granted from landlords during
the 13 and 39 weeks ended October 31, 2020 folgpwernegotiation of certain leases did not
meet the criteria required fro@0VID-19-Related Rent Concessions (Amendment t8 IFFRAs

a result, the practical expedient was not apphed,the amended contracts were accounted for as
modified leases. See note 8.
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4. DISCONTINUED OPERATIONS

On June 1, 2020, the Company announced, as pdit aéstructuring plan and as approved by the
Monitor, the closure of the Thyme Maternity and Auaboh Elle brands. This announcement led to the
planned closure of all retail stores and e-commehaanels related to these brands.

The financial information presented below is dikedttributable to both brands. All administrative
expenses and various selling and distribution exgefrom shared, centralized and common functions
of the Company are excluded from the determinatiosiscontinued operations.

The operating results are presented as discontiopechtions and prior periods have been restated:

Earnings (loss) from discontinued operations

For the 13 weeks ended For the 39 weeks ended
October 31, 2020 November 2, 2019 October 31, 20268lovember 2, 2019

Sales $ 1,379 $ 38,733 $ 74,086 $ 119,251
Cost of goods soft] 157 19,635 51,684 54,690
Gross profit 1,222 19,098 22,402 64,561
Selling and distribution expen$&® (887) 20,659 20,307 59,817
Impairment of non-financial asséts 702 627 22,018 859
Restructuring costs (note 1) 1,022 - 51,720 -
Impairment of goodwiff’ - 11,843 - 11,843
Results from operating activities 385 (14,031) (71,643) (7,958)
Finance costd 2 349 458 1,102
Earnings (loss) before income taxes 383 (14,380) (72,101) (9,060)
Income tax (recovery) expense - (680) 80 746
Net earnings (loss) income from discontinued
operations $ 383 $ (13,700) $ (72,181) $ (9,806)
Earnings (loss) per share, discontinued operations
Basic $ 0.01 $ (028 % (1.48) $ (0.17)
Diluted 0.01 (0.28) (1.48) (0.17)

(1) During the 13 and 39 weeks ended October 31, 2@f6ntories recognized as cost of goods sold anedutd
$1,811 and $50,168, respectively ($18,740 and #22f@r the 13 and 39 weeks ended November 2, 2009).
addition, for the 13 and 39 weeks ended OctobeB320, the Company recorded a reversal of $1,684dass of
$1,516, respectively, (losses of $895 and $1,94&f 13 and 39 weeks ended November 2, 2019) te-downs
of inventories as a result of net realizable vdlaimg lower than cost which were recognized in obgfoods sold.

(2) The Company recognized grant income in connectitihthe Canada Emergency Wage Subsidy of $91 aj3¥$hs
a reduction of selling and distribution expenseghe 13 and 39 weeks ended October 31, 2020,atasgs.

(3) During the 13 weeks ended October 31, 2020, cesrling and distribution expenses were reclaskifietween
continuing and discontinued operations, resulting iecovery of $887.
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(4) As a result of the adverse impact of COVID-19 asdpart of the restructuring plan resulting in thesare of
Addition Elle and Thyme Maternity, the Company penfied an impairment test for its non-financial tss€he test
resulted in the recognition of impairment lossdatead to right-of-use assets of $1,007 and $8,82&k 13 and 39
weeks ended October 31, 2020, respectively, as agelmpairment reversals of $305 and impairmergdssof
$10,102 related to property and equipment and paimment losses of nil and $3,090 related to intalegssets for
the 13 and 39 weeks ended October 31, 2020, résplgdhil and $149 related to right-of-use ass$627 and $710
related to property and equipment and nil to intialegassets for the 13 and 39 weeks ended Novehh2019,
respectively). See note 21 for methodology andrapions used in the impairment test.

(5) During the 13 and 39 weeks ended October 31, 20¢itX-of-use assets were reduced by $805 and $28&44
lease liabilities were reduced by nil and $31,4&pectively. A corresponding gain of $805 and %$3,0vas
recognized in restructuring costs for the 13 and/88ks ended October 31, 2020, respectively, ae leadifications
in connection with leases that were disclaimedaas @f the CCAA proceedings (nil for the 13 andv@$eks ended
November 2, 2019). See note 8.

(6) As at November 2, 2019, goodwill was allocatedrte of the groups of cash-generating units (“CGUS®, Addition
Elle banner. The decline in Addition Elle profithtigitriggered an interim impairment test of gootland the Company
recorded a goodwill impairment loss of $11,84%im 13 and 39 weeks ended November 2, 2019 redthe@nzarrying
amount to nil.

(7) Finance costs represent interest expense on iaebsitiés.

The following table presents the effect of disconéid operations on the condensed consolidatednmter
statements of cash flows:

Net cash flows (used in) from discontinued operatits

For the 13 weeks ended For the 39 weeks ended
October 31, 2020 November 2, 2019 October 31, 20Abvember 2, 2019

Net cash flow (used in) from operating $ (4,240) $ (1,168) $ (28,077) $ 13,703
activities

Net cash flow used in investing activities - (1,230) (762) (3,009)
Net cash flow used in financing activities (482) (3,720) (5,903) (11,345)
Net cash flow for the period $ (4,622) $ (6,118) $ (34,742) $ (651)

5. CASH AND CASH EQUIVALENTS

October 31, 2020 November 2, 2019%ebruary 1, 2020

Cash $ 79,967 $ 63,829 $ 86,432

Short-term depositd - 3,517 2,978

Restricted casf? 2,750 - -
$ 82,717 $ 67,346 $ 89,410

(1) The Company’s cash held with banks bears intetesréable rates. Short-term deposits were bedrtegest at 0.6%
and 0.5% as at November 2, 2019 and February D, 268pectively.

(20 Restricted cash represents cash held in trust ®sredian financial institution as security heldeostandby letter of
credit.
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6. TRADE AND OTHER RECEIVABLES

Trade and other receivables include an amount @6d1related to government grants receivable. The
Government of Canada made available to businedtaseal by COVID-19 the Canada Emergency
Wage Subsidy (“CEWS”), which allows companies tairol a portion of employee wages when
eligibility requirements are met. As at October 3020, the Company believed that it qualified teree

the CEWS and that there was reasonable assuraatehth amount would be received from the
government. The Company also intends to apphyeIGEWS in subsequent application periods, where
the qualification criteria continues to be met.

The Company recognized grant income of $6,183 240095 as a reduction of selling and distribution
expenses and $542 and $2,259 as a reduction ohestirative expenses for the 13 and 39 weeks ended
October 31, 2020, respectively.

7. INVENTORIES

During the 13 and 39 weeks ended October 31, 2026ntories recognized as cost of goods sold from
continuing operations amounted to $78,775 and $835$84,651 and $240,953 for the 13 and 39 weeks
ended November 2, 2019). In addition, for the 18 3® weeks ended October 31, 2020, the Company
recorded $3,044 and $11,531, respectively, ($2ab%i854,306 for the 13 and 39 weeks ended November
2, 2019) of write-downs of inventories as a resdilhet realizable value being lower than cost which
were recognized in cost of goods sold. No inventenye-downs recognized in previous periods were
reversed for the 13 and 39 weeks ended Novem|€y1®,

Included in inventories is a return asset for flgatrto recover returned goods for $1,988 as abkvart
31, 2020 (November 2, 2019 - $2,511; February 202051,898).

8. LEASES

During the 39 weeks ended October 31, 2020, in ection with the CCAA proceedings, the Company
issued disclaimer notices related to various leabds retail locations as part of its restruatgyiplan as
described in note 11. For the 13 and 39 weeks eddeaber 31, 2020, the Company accounted for such
disclaimed leases as lease modifications and caersdg reduced its right-of-use assets by $1,14 an
$6,300 and reduced its lease liabilities by $924 #8121, respectively. The resulting gain on lease
measurements of $1,158 and $1,821 was recognizedtiicturing costs from continuing operations for
the 13 and 39 weeks ended October 31, 2020, résglgct

Included in liabilities subject to compromise ipmvision for the Company’s best estimate of claims
from landlords for disclaimed leases that will misitely be settled subject to the plan of arrangé et
compromise with the Company’s landlords. See nite 1

During the 13 and 39 weeks ended October 31, 2020Company reduced its right-of-use assets and
lease liabilities by $19,072 and $20,239, respebtiand recognized a gain on lease re-measurerognts
$1,167 in restructuring costs from continuing ofieres related to leases re-negotiated with landlasl
part of its restructuring plan. Subsequent to gkead, the Company continued re-negotiating leases
with landlords, the effect of those modificationsl Wwe reflected in the financial statements durihg
periods into which modified contracts are signedbth parties.
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9. TRADE AND OTHER PAYABLES

October 31, 2020 November 2, 2019February 1, 2020

Trade payables $ 4,856 $ 77,657 $ 75,132
Personnel liabilities 14,511 21,826 20,441
Other non-trade payables 21,540 5,954 9,367
Refund liability 4,313 5,287 3,489
Payables relating to premises 443 570 1,245
$ 45,663 $ 111,294 $ 109,674

10. DEFERRED REVENUE

October 31, 2020 November 2, 2019February 1, 2020

Loyalty points and awards granted under loyalty

programs $ 988 $ 1,292 $ 847
Unredeemed gift cards 9,022 9,048 14,195
$ 10,010 $ 10,340 $ 15,042

11. LIABILITIES SUBJECT TO COMPROMISE AND RESTRUCTU RING COSTS

As at October 31, 2020, in connection with the CQ#éceedings, the Company identified the following
unsecured liabilities subject to compromise:

Trade payables and accruals $ 76,832
Lease liabilities 9,686
Provision for disclaimed leases 52,055
Pension liabilities (note 12) 20,857
Termination benefit liabilities 12,687
Sales taxes payable 5,068
Other non-trade payables 26,147

$ 203,332

The liabilities that are not subject to the CCAAgeedings are excluded from the liabilities subject
compromise.
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Restructuring costs

As described in note 2(b), as part of its restntietuplan and as approved by the Monitor, the Cangpa
closed all retail stores and e-commerce for Thymatekhity and Addition Elle and terminated
approximately 1,600 employees at its retail locatiand head office. In connection with the restmicy
plan and the CCAA proceedings, the following resuting costs were recognized:

13 weeks ended October 31, 2020

Combined Continuing Discontinued
Provision for disclaimed leag®s $ 116 $ 502 $  (386)
Gain on lease re-measurements (notes 4 and 8) (3,130) (2,325) (805)
Termination benefit¥ 780 1,255 (475)
Inventory purchases cancellation costs and other
expenses 5,638 2,950 2,688
Legal, Monitor and other consulting fees 924 924 -
DIP lender fees 491 491 -
$ 4,819 $ 3,797 $ 1,022

(1) During the 13 weeks ended October 31, 2020, cergsinucturing costs were reclassified betweenimaing and
discontinued operations.

39 weeks ended October 31, 2020

Combined Continuing Discontinued
Provision for disclaimed leases $ 52,455 $ 9,726 $ 42,729
Gain on lease re-measurements (notes 4 and 8) (6,011) (2,988) (3,023)
Termination benefits 12,687 7,266 5,421
Inventory purchases cancellation costs and other

expenses 15,849 9,256 6,593

Legal, Monitor and other consulting fees 3,591 3,591 -
DIP lender fees 491 491 -

$ 79,062 $ 27,342 $ 51,720

12. PENSION LIABILITY

The Company sponsors a Supplemental Executive dregint Plan (“SERP”) for certain senior
executives, which is neither registered nor predéth In connection with CCAA proceedings, the pre-
petition portion of the pension liability related SERP of $20,857 has been reclassified to liadslit
subject to compromise. See note 11.
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13. SHARE CAPITAL AND OTHER COMPONENTS OF EQUITY

For the 39 weeks ended

October 31, 2020 November 2, 2019

Number Number

of shares Carrying of shares Carrying

(in 000’s) amount (in 000’s) amount
Common shares
Balance at beginning and end of the period 13,440 $ 482 13,440 $ 482
Class A non-voting shares
Balance at beginning of the period 35,427 26,924 49,890 37,915
Purchase of shares under substantial issuer bid - - (14,463) (10,991)
Balance at end of the period 35,427 26,924 35,427 26,924
Total share capital 48,867 $ 27,406 48,867 $ 27,406

Authorized Share Capital

The Company has authorized for issuance an unbinmtenber of Common shares and Class A non-
voting shares. Both Common shares and Class Arating shares have no par value. All issued shares
are fully paid.

The Common shares and Class A non-voting shardseed€ompany rank equally and pari passu with
respect to the right to receive dividends and upog distribution of the assets of the Company.
However, in the case of share dividends, the hseldéClass A non-voting shares shall have the tight
receive Class A non-voting shares and the holdeGoonmon shares shall have the right to receive
Common shares.
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Accumulated Other Comprehensive Income (“AOCI")
AOCI is comprised of the following:

Foreign
Currency
Cash Flow Translation
Hedges Differences Total AOCI

Balance at February 2, 2020 $ 754 $ (981) $  (227)
Net change in fair value of cash flow hedges (e of

$3,229) 8,815 - 8,815
Transfer of realized loss on cash flow hedgesyeritory

(net of tax of $79) 218 - 218
Reclassification of cash flow hedges from OCI teeign

exchange gain within finance income (net of tax of

$3,583) (note 15) (9,787) - (9,787)
Change in foreign currency translation differences - (53) (53)
Balance at October 31, 2020 $ - $ (1,034) $ (1,034)
Balance at February 3, 2019 $ (352) $ (932) $ (1,284)
Net change in fair value of cash flow hedges (M¢do of

$496) 649 - 649
Transfer of realized gain on cash flow hedges to

inventory (net of tax of $480) (856) - (856)
Change in foreign currency translation differences - (35) (35)
Balance at November 2, 2019 $ (659) $ (967) $ (1,526)

Dividends

The following dividends were declared and paidhiey Company:

For the 13 weeks ended

October 31, 2020

For the 39 weeks ended
November 2, 2019 October 31, 2020 November 2, 2019

Common shares and Class A non-voting share$ - $

2,442 $

= $

Dividend per share $ - $

0.05 $

= $
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14. SHARE-BASED PAYMENTS

15.

16.

No share option awards or share appreciation riglet® granted during the 13 and 39 weeks ended
October 31, 2020 and November 2, 2019. For thenti39 weeks ended October 31, 2020, the Company
recognized share-based compensation costs retateaviously-granted share options of $2 and $7,
respectively ($3 and $32 for the 13 and 39 weekle@iNovember 2, 2019, respectively).

No performance share units (“PSUs”) were grantethduhe 13 and 39 weeks ended October 31, 2020
(440,000 PSUs at a weighted average share prig& 28 during the 39 weeks ended November 2, 2019).
No share-based compensation costs related to P8tés necognized for the 13 and 39 weeks ended
October 31, 2020. The Company recognized a shaedbeompensation recovery related to PSUs of
$95 and $66 in selling and distribution expensesaarecovery of $32 and $23 in administrative espsen

for 13 and 39 weeks ended November 2, 2019, rasphct

INCOME TAX

In the interim periods, the income tax provisiorb&sed on an estimate of the earnings that will be
generated in a full year. The estimated averagaamifective income tax rates are re-estimateshah
interim reporting date, based on full year projaesi of earnings. To the extent that forecasts rdifan
actual results, adjustments are recognized in suiese periods. Due to the uncertainties relateithie¢o
Company’s ability to generate future profitable @eons, the Company has determined that it is not
probable that future taxable profits will be avhiaagainst which deferred tax assets can be ediliz
Accordingly, no deferred tax assets have been rezed in the condensed consolidated interim firenci
statements.

For the 39 weeks ended October 31, 2020, the duarrexpense is mainly comprised of the deferred
income tax impact related to the reclassificatiérthe accumulated unrealized gain associated with
forward contracts from other comprehensive incomadt earnings combined with the recognition of
income tax expense related to a foreign subsidi&ee note 13 and 19.

FINANCE INCOME AND FINANCE COSTS

For the 13 weeks ended For the 39 weeks ended
October 31, 2020 November 2, 2019 October 31, 2020lovember 2, 2019

Dividend income from marketable

securities $ - $ 138 $ - $ 1,427
Interest income 146 363 372 1,308
Foreign exchange gaih 55 32 11,740 -
Finance income 201 533 12,112 2,735
Interest expense on lease liabilities 1,406 1,483 4,373 4,594
Net change in fair value of

marketable securiti€d - 4,409 - 8,264
Foreign exchange loss - - - 452
Finance costs 1,406 5,892 4373 13,310
Net finance (costs) income $ (1,205) $ (5,359) $ 7,739 $(10,575)

@ Included in foreign exchange gain for the 39 wesrkded October 31, 2020, is a realized gain of $9gimaturity and
disposal of foreign exchange contracts (nil for38ewveeks ended November 2, 2019). See note 19.

@ During the fiscal year ended February 1, 2020Qbmpany disposed of its marketable securities.
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17. LOSS PER SHARE

The number of shares (in thousands) used in thie bad diluted loss per share and basic and diluted
loss per share from continuing and discontinuedaifmns calculations is as follows:

For the 13 weeks ended For the 39 weeks ended
October 31, November 2, October 31, November 2,
2020 2019 2020 2019
Weighted average number of shares - basic 48,867 48,867 48,867 58,350
Weighted average number of shares - diluted 48,867 48,867 48,867 58,350

All share options were excluded from the calculatd diluted loss per share for the 13 and 39 weeks
ended October 31, 2020 and November 2, 2019 as tp®ns were deemed to be anti-dilutive.

The average market value of the Company’s shargrifposes of calculating the dilutive effect odsh
options is based on quoted market prices for th@geluring which the options were outstanding.

18. SUPPLEMENTARY CASH FLOW INFORMATION

October 31,2020 November 2, 2019  February 1, 2020

Non-cash transactions:

Additions to property and equipment and
intangible assets included in trade and

other payables $ 1,715 $ 717 $ 1,382

19. FINANCIAL INSTRUMENTS
Accounting classification and fair values

The following table shows the carrying amounts &aid values of the financial assets and financial
liabilities, including their levels in the fair waé hierarchy. It does not include fair value infatian for
financial assets and financial liabilities not measl at fair value if the carrying amount is a ozeble
approximation of the fair value. The Company haemheined that the fair value of its current finaici
assets and liabilities at October 31, 2020 (othantthose included below for previous periods and
liabilities subject to compromise) approximatesrthespective carrying amounts as at the repodatgs
because of the short-term nature of those finamtséluments. The fair value of the liabilities gadi to
compromise is not determinable at the date of thesdensed consolidated interim financial statement
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November 2, 2019

Carrying Amount Fair Value
Fair Value  Fair Value of
through Profit ~ Hedging Amortized
or Loss Instruments Cost Total Level 1 Level 2 Total

Financial assets measured at
fair value through profit or
loss

Derivative financial asset $ - $ 252 % - $ 252 % - $ 252 $ 252

Financial liabilities measured
at fair value through profit
or loss

Derivative financial liability $ - $ 1023 % - $ 1023 % - $ 1,023 $ 1,023

February 1, 2020

Carrying Amount Fair Value
Fair Value Fair Value of

through Profit  Hedging Amortized
or Loss Instruments Cost Total Level 1 Level 2 Total

Financial assets measured at
fair value through profit or
loss

Derivative financial asset $ - $ 1124 % - $ 1124 % - $ 1,124 $ 1,124
Financial liabilities measured

at fair value through profit
or loss

Derivative financial liability $ - $ 348 % - $ 348 % - $ 348 $ 348

There were no transfers between levels of theviue hierarchy for the periods ended November 2,
2019 and February 1, 2020.

Derivative financial instruments

The Company had entered into forward contracts w#hbanks on the U.S. dollar. These foreign
exchange contracts extended over a period normaliyexceeding twelve months and were normally
designated as cash flow hedges to mitigate forexghange risk that is part of its U.S. dollar passgs.
The Company determined that it no longer met thiera for these purchases as a result of the
Company’s effort to reduce future inventory pur@sasn response to the uncertainty surrounding
COVID-19 and the restructuring plan (notes 2(b) &byl During the 39 weeks ended October 31, 2020,
$130,000 of future U.S. dollar denominated purchalsedged by outstanding forward contracts with an
accumulated gain of $9,787 (net of tax of $3,588)e no longer expected to occur. As a result, the
Company is no longer designating these forwardreots for hedge accounting and has reclassified the
accumulated unrealized gain associated with theseafd contracts from other comprehensive income
to net earnings as part of finance income (noteant316) during the 39 weeks ended October 31,.2020

During the 39 weeks ended October 31, 2020, thepaosnhas temporarily paused its hedging program
due to the uncertainties surrounding future invgnpurchase commitments as a result of COVID-19
and the restructuring plan (notes 2(b) and 11).irguthe 39 weeks ended October 31, 2020, forward
contracts with a notional amount of $15,000 U.Sladl® matured and the Company disposed of all
remaining outstanding forward contracts with a@al amount of $115,000 U.S. dollars, resulting in

foreign exchange gain of $9,741 recognized directlget earnings as part of finance income. See not
16.
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Details of foreign exchange contracts outstanding:

Notional
Average Amount in Derivative Derivative
Strike Price U.S. Dollars Financial Asset Financial Liability Net
October 31, 2020 $ - $ - $ - $ - $ -
November 2, 2019 $ 1.319 $ 165,000 $ 252 £a),0 $  (771)
February 1, 2020 $ 1.318 $ 175,000 $ 1,124 #8)3 $ 776

20. FINANCIAL RISK MANAGEMENT

The Company’s risk management policies are estaddiso identify and analyze the risks faced by the
Company, to set appropriate risk limits and costrahd to monitor risks and adherence to limitskRi
management policies and systems are reviewed régtdaeflect changes in market conditions and the
Company’s activities. There have been no sigmticdanges in the Company’s risk exposures during
the 39 weeks ended October 31, 2020 from thoseidedan the Company’s audited annual consolidated
financial statements for the year ended Februa2p2( with exception to the following:

Liquidity Risk

For the 39 weeks ended October 31, 2020, the Coyipanrred a net loss of $161,297. The Company’s
current liabilities total $300,187 (of which $203Zis subject to compromise in connection with CCAA
proceedings (note 11)) as at October 31, 2020 anera liquid assets consisting of cash and cash
equivalents total $82,717. During the 39 weeks dn@etober 31, 2020, the Company’s lenders
terminated the maximum overdraft protection of $88,and the facilities available for letters ofdite

of $40,000 had been reduced to a maximum of $1®8@n the deterioration in the Company’s financial
position since the end of the fiscal year endeddaly 1, 2020, the effective elimination of its yics
credit facilities and the continued uncertaintyreunding COVID-19, on May 19, 2020, the Company
obtained an initial order (the “Order”) to seekteaion from creditors under the CCAA.

On August 5, 2020, the Company secured interim F‘Rban”) financing with a Canadian financial
institution consisting of a revolving credit fatyliof up to $60,000 and the facilities availablegecuring
letters of credit of up to $5,000. The DIP Loanrsaaterest at the lender’s prime rate plus 5.0@% p
annum on the outstanding principal amount of the Ddan. The interim financing was approved by the
Court on August 20, 2020. As at October 31, 2020amount was drawn down on the DIP Loan.

Foreign Currency Risk

The Company’s cash flow hedge policy allows it tee into to certain qualifying foreign exchange
contracts to be designated as cash flow hedginguments to mitigate the foreign exchange risk
associated with its merchandise purchases, whelyarcally in U.S. dollars. As described in not 1

the uncertainty surrounding COVID-19 and the outeahthe CCAA proceedings have reduced future
purchases for which foreign exchange contracts wlesegnated as cash flow hedges are no longer
expected to occur. Consequently, foreign excharaiesgand losses on merchandise purchases are
recorded in net earnings instead of in other cohgmeive income.
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21. IMPAIRMENT OF NON-FINANCIAL ASSETS

At October 31, 2020, as a result of the adverseaaghpf COVID-19, the Company performed its
impairment test for its non-financial assets. Tést tesulted in the recognition of impairment lessem
continuing operations related to right-of-use assét$1,349 and $7,690 and to property and equipmen
of $3,179 and $5,081 for the 13 and 39 weeks eftober 31, 2020, respectively (nil and $932 relate
to right-of-use assets and $330 and $1,454 relatguoperty and equipment for the 13 and 39 weeks
ended November 2, 2019, respectively). The redngtianticipated profitability at the individualose
locations (cash-generating units “CGUSs”) resultethe estimated recoverable amounts of certain CGUs
falling below the carrying amount of the CGU atipdrend.

Recoverable amounts of the CGUs tested for impaitmvere based on their estimated value in use which
was determined using a cash flow model developetthdy¥_ompany for each individual store locations
discounted using a pre-tax discount rate of 20%v@dwer 2, 2019 — 13.5%). The duration of the cash
flow projections for individual CGUs varies based the remaining useful life of the significant dsse
within the CGU. Sales forecasts for cash flows mered the weighted average impact of multiple
scenarios based on operating results and inteonatdsts prepared by management. A 1% increase in
the discount rate does not materially change theltseof the tests.

No asset impairment charges were reversed duriad 3hand 39 weeks ended October 31, 2020 and
November 2, 20109.

22. SUBSEQUENT EVENTS
Temporary store closures

In accordance with local government and public aity guidelines, the Company has experienced some
temporary retail location closures. The Companyamatinue to sell through its e-commerce channel to
customers during the applicable periods of closumé further extensions or changes are announndd a
will continue to follow all local government anddit organization guidelines.
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