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facility, which includes a $15 million sublimit for the issuance of letters of credit, and (ii) a $60 

million senior secured term loan credit facility, reflecting $20 million of new money financing 

(collectively, the “DIP Facilities”) and (b) the postpetition use of Cash Collateral.3

2. In particular, I submit this Declaration in support of my view that the DIP Facilities: 

 (a) are each the product of arm’s-length, good-faith negotiation processes; (b) are collectively and 

individually, in light of the marketing process described below, the best presently available 

postpetition financing option for the Debtors; and (c) each contain reasonable and appropriate 

financial terms and conditions under the circumstances.

3. The statements in this declaration are, except as otherwise indicated, based on my 

personal knowledge or views, on information that I have obtained from the Debtors’ advisors, the 

Debtors’ books and records, and employees of Guggenheim Securities, LLC (“Guggenheim 

Securities”) working directly with me and under my supervision, direction, or control.  I am not 

being specifically compensated for this testimony other than through payments to be received by 

Guggenheim Securities as a professional the Debtors are seeking to retain pursuant to an 

application to be filed with this Court at a later date.  I am over the age of 18 years and authorized 

to submit this declaration on behalf of the Debtors.  If I were called upon to testify, I could and 

would competently testify to the facts set forth herein.

Background and Qualifications

4. I am a Senior Managing Director in the restructuring advisory group at 

Guggenheim Securities, an investment and financial advisory firm with principal offices located 

at 330 Madison Avenue, New York, New York 10017, as well as at other locations worldwide.  

Guggenheim Securities, a subsidiary of Guggenheim Partners, LLC, is a full-service independent 

3 The material terms of the proposed DIP Facilities are set forth in detail in the DIP Motion.  For the avoidance of 
doubt, any description of the proposed terms of the DIP Facilities herein or in the DIP Motion is qualified in its 
entirety by reference to the DIP Credit Agreement.
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investment banking firm providing financial advisory services, including with respect to mergers 

and acquisitions, capital raising, and restructuring advice, across a broad range of industries.  

Guggenheim Securities and its senior professionals have extensive experience with respect to the 

reorganization and restructuring of distressed companies, both out-of-court and in chapter 11 

proceedings.  

5. I have experience handling complex financial and other restructuring matters for a 

variety of companies (distressed or otherwise, both in and out-of-court), in a wide spectrum of 

industries.  My areas of expertise include, among other things, (a) advising on financial 

restructuring strategies, (b) business plans and related financial projections, (c) liquidity 

management, and (d) sizing, structuring, raising and executing all aspects of financing 

transactions, including distressed and debtor-in-possession financings.  I have more than 20 years 

of restructuring related investment banking experience across a wide range of industries. 

6. I have been employed at Guggenheim Securities since February 2016. Prior to 

joining Guggenheim Securities I was a Managing Director at Miller Buckfire & Co. for 10 years.  

Prior to joining Miller Buckfire & Co., I was a Vice President in the financial restructuring group 

at Dresdner Kleinwort Wasserstein and its predecessor, Wasserstein Perella.  Prior to joining 

Wasserstein Perella, I worked at Houlihan Lokey Howard & Zukin.  I graduated with an MS in 

Finance from the London School of Economics and a B.S.B.A from Georgetown University.  

Guggenheim Securities Retention

7. Guggenheim Securities was initially engaged by the Debtors on January 3, 2017 to 

assist on financing and amendment alternatives, which culminated with the Debtors’ entry into 

certain July 2017 amendments to the Debtors’ Prepetition ABL Facility and Prepetition Term Loan 

Facility.  On October 9, 2017, the Debtors re-engaged Guggenheim Securities to act as the Debtors’ 

investment banker in connection with certain restructuring and other transactions.  Since being re-
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engaged, Guggenheim Securities has provided financial advisory and investment banking services 

to the Debtors in connection with the Debtors’ evaluation of various strategic alternatives for 

refinancing and/or restructuring their debt obligations and improving their liquidity and overall 

financial condition.  Additionally, Guggenheim Securities has worked closely with the Debtors’ 

management and other professionals retained by the Debtors with respect to the Debtors’ 

restructuring efforts and has become well-acquainted with the Debtors’ capital structure, liquidity 

needs, and business operations.

The Debtors’ Prepetition Capital Structure

8. As noted in the DIP Motion, as of the Petition Date, the Debtors have approximately 

$154 million in total funded debt obligations.  This consists of approximately $22 million 

outstanding under the $55 million Prepetition ABL Facility and $132 million outstanding under 

the Prepetition Term Loan Facility.

9. As noted in the First Day Declaration, the Prepetition ABL Facility and the 

Prepetition Term Loan Facility are secured by first and second priority liens on substantially all of 

the Debtors’ assets.  See First Day Declaration ¶¶ 29, 31.  Specifically, I understand that the 

Debtors’ obligations under the Prepetition ABL Facility are secured, subject to certain exceptions, 

by:  (a) a first priority security interest in, and continuing lien on, the ABL Priority Collateral, 

including all proceeds, products, accessions, rents, and profits thereof (collectively, the 

“Prepetition ABL Priority Collateral”) and (b) a second priority security interest, and continuing 

lien on, the Term Priority Collateral, including all proceeds, products, accessions, rents, and profits 

thereof (the “Prepetition Term Priority Collateral” and, together with the Prepetition ABL Priority 

Collateral, collectively, the “ABL Collateral”).4  See First Day Declaration ¶ 29.  I also understand 

4 Each of ABL Priority Collateral and Term Priority Collateral are defined in the Intercreditor Agreement described 
in the First Day Declaration.  ABL Priority Collateral generally consists of all accounts, inventory, cash, and 
proceeds thereof, other than accounts, cash, money, and cash equivalents that constitute identifiable proceeds of 
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that each non-borrower Debtor has guaranteed all obligations under the ABL Facility.  I further 

understand that the Debtors’ obligations under the Prepetition Term Loan Facility are conversely 

secured by:  (a) a first priority security interest in, and continuing lien on, the Prepetition Term 

Priority Collateral and (b) a second priority security interest in and continuing lien on the 

Prepetition ABL Priority Collateral (collectively, the “Term Loan Collateral”).  See First Day 

Declaration ¶ .

The Debtors’ Need for DIP Financing and Access to Cash Collateral

10. As detailed in the First Day Declaration, the Debtors currently operate 

approximately 374 retail stores in the United States and Canada and have 16 franchised stores in 

the Middle East and the Philippines (although, as discussed below, the Debtors started the process 

of closing approximately 100 domestic stores in late November).  See First Day Declaration ¶ 16.  

Like many of their peers, the Debtors have struggled recently due to, among other things, adverse 

macro trends and operational shortfalls, including, among others, a general shift away from brick 

and-mortar retail.  As further detailed in the First Day Declaration, broader economic trends have 

been compounded by merchandising miscalculations, lack of inventory, an overly broad vendor 

base, and underperforming stores.  See First Day Declaration ¶ 5.  As performance deteriorated, 

the Debtors’ liquidity tightened placing significant pressure on its supply chain.  See First Day 

Declaration ¶ 38, 41.

11. I understand that, beginning in late July 2017, merchandise shipments and 

inventory receipts began to slow due to the Debtors’ liquidity tightness and a lack of vendor and 

factor support.  The Debtors have also advised that, prior to the Petition Date, a substantial number 

of vendors refused to ship inventory unless the Debtors paid cash in advance or on delivery, 

Term Priority Collateral.  Term Priority Collateral consists of all other property (whether real, personal, mixed, 
tangible, or intangible) now owned or later acquired by the Debtors in which a lien is granted, together with all 
proceeds thereof.  The foregoing summary is being provided for illustrative purposes only.
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resulting in critical fourth quarter and holiday merchandise being held by vendors.  See First Day 

Declaration ¶ 41.  Specifically, I understand that inventory worth millions of dollars has been held 

in distribution centers and ports and remains inaccessible due to a lack of liquidity necessary to 

satisfy vendors.  Consequently, the Debtors have advised that they have fallen materially behind 

their November inventory receipt plan.  I understand that the lack of fresh and sufficient inventory 

further tightened the Debtors’ liquidity (by reducing the ABL Facility borrowing base) and 

impaired the Debtors’ ability to purchase additional inventory and further exacerbated negative 

sales trends. 

12. The Debtors believe that the uninterrupted flow of fresh inventory is critical to the 

Debtors’ business and that further withdrawal of trade credit, trade tightening, or vendor 

contraction across the Debtors’ business would be detrimental to the Debtors’ ability to obtain 

fresh inventory.  Importantly, the Debtors believe that any disruption in obtaining fresh inventory 

not only impairs sales and adversely affects cash flow generation, but also limits the availability 

to obtain credit under the Debtors’ Prepetition ABL Facility, as the Debtors’ falling inventory 

levels substantially impact and reduce the borrowing base.  As referenced above, a reduced 

borrowing base, in turn, further limits the Debtors’ access to liquidity, which is necessary to obtain 

fresh inventory, creating a downward spiral in liquidity.

13. In light of the Debtors’ liquidity position, Guggenheim Securities worked closely 

with the Debtors in connection with the Debtors’ evaluation of their financing needs and funding 

alternatives in October 2017.  As part of this evaluation, Guggenheim Securities worked with the 

Debtors’ management team in connection with their analysis of the Debtors’ long-term and 

13-week cash flow projections.5  These forecasts prepared by the Debtors take into account 

5 AlixPartners, LLP (“Alix”), the Debtors’ prepetition restructuring advisor, reviewed and analyzed the cash flow 
projections when they were hired on November 20, 2017.
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anticipated cash receipts and disbursements during the projected period and consider a number of 

factors, including, but not limited to, the effect of the chapter 11 filing on the operations of the 

business, fees and interest expenses associated with postpetition financing, professional fees, 

customer and vendor relationships, and required operational payments.  These forecasts also 

incorporate estimates for several recent operating initiatives, including closing approximately 100 

stores, ongoing discussion with landlords regarding potential recent concessions and deferrals 

(which discussions started several weeks in advance of the Petition Date), and ongoing cost-cutting 

measures to reduce advertising, merchandising, and overhead costs.6  

14. By late October 2017, and as described in greater detail in the First Day 

Declaration, it became clear to the Debtors that their liquidity position was not sustainable, and 

that long-term stability would require a chapter 11 filing supported by access to both Cash 

Collateral and postpetition financing to provide sufficient liquidity to operate the Debtors’ business 

during these chapter 11 cases.  I understand that the Debtors need an injection of liquidity to pay 

vendors and other participants in the Debtors’ supply chain, landlords, and utility providers, to 

satisfy payroll, to honor obligations to their customers, and to make any other payments that are 

essential or appropriate for the continued management, operation, and preservation of the Debtors’ 

businesses and assets.  Moreover, the Debtors believe that their ability to continue making such 

payments during these chapter 11 cases is essential to the Debtors’ continued operation and the 

preservation of their assets during the pendency of these cases.  

The Debtors’ Need for Interim Relief

15. As noted in the First Day Declaration, as of the Petition Date, the Debtors lack 

sufficient funds to operate their enterprise and continue paying their debts as they come due.  

Specifically, as of the Petition Date, I understand that the Debtors’ total cash balance is 

6 Additional detail regarding the Debtors’ cost-cutting initiatives is set forth in the First Day Declaration.
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approximately $700,000 and they do not have readily available sources of additional financing.  

The Debtors thus believe that immediate access to the DIP Facilities and Cash Collateral is 

essential for at least four reasons: 

16. First, the Debtors believe that a significant injection of liquidity is required to restore 

the critical flow of inventory to the Debtors’ stores and regain customary trade terms with their 

vendors.  The Debtors believe that they must obtain and maintain an uninterrupted flow of fresh 

inventory, particularly for the spring season, on customary trade terms to successfully reorganize.7 

 See First Day Declaration ¶ 43.  And, as noted above, disruptions to obtaining fresh inventory can 

inhibit ongoing liquidity by reducing receipts and availability to credit under the Debtors’ asset-

based credit facility.

17. Second, the Debtors’ businesses are cash intensive, with significant costs related to 

obtaining inventory, satisfying obligations to employees, customers, suppliers, and vendors, and 

maintaining operations—as well as to fund the additional expenses of the chapter 11 cases. The 

Debtors have advised that, without access to the DIP Facilities, the Debtors have virtually no cash 

on hand, and based on the Debtors’ liquidity forecast, they do not expect to be able to generate 

sufficient levels of operating cash flow in the ordinary course of business to cover their operating 

needs and the projected costs of these chapter 11 cases during the interim period.

18.   Third, I understand the Debtors are in the process of implementing a business plan 

that is designed to drive increased sales both in stores and online.  I am informed that the Debtors 

have already begun to implement certain initiatives contemplated by the business plan, and the 

Budget (as defined below) reflects investments that are intended by the Debtors to allow the 

Debtors’ management team to maximize the value of the Debtors’ estates for the benefit of all 
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parties in interest.  Without immediate access to the DIP Facilities, the Debtors believe that they 

will be required to stall or abandon these value-maximizing initiatives. 

19. Fourth, the Debtors believe that access to committed financing today will help quell

uncertainty among the Debtors’ customers, employees, vendors, and landlords by providing 

immediate assurance that the Debtors will have the necessary funding to bridge them to the 

comprehensive restructuring and exit from chapter 11 contemplated by the Restructuring Support 

Agreement—which I understand has been signed by a supermajority of the holders of claims under 

the Prepetition Term Loan Facility.  The Debtors believe that they will materially benefit from the 

strong message this provides to the Debtors’ key stakeholders that (a) operations are appropriately 

funded—and will continue to be throughout the length of these chapter 11 cases, (b) the 

bankruptcy filing will not affect the postpetition ordinary course operation of Debtors’ business, 

as contemplated by the strategic business plan, and (c)  the Debtors have an exit plan from 

chapter 11. 

20. In short, the Debtors believe that access to Cash Collateral and the DIP Facilities will

ensure the Debtors have sufficient funds to preserve and maximize the value of their estates, pursue 

their restructuring goals in the interim period, as set forth in the Budget, and responsibly administer 

these chapter 11 cases throughout the period that the Debtors expect will be necessary to 

implement and effectuate their restructuring as provided for in the Restructuring Support 

Agreement.

The Proposed DIP Financings Represent the Best 
Currently Available Financing Options for the Debtors’ Business

21. To support holiday inventory flow, in October 2017, the Debtors’, with the assistance

of Guggenheim Securities, initially contacted a number of potential asset-based lenders for first-

in-last-out (“FILO”) debt financing.  Despite the Debtors’ efforts, no financing offers resulted from 
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this process that would have closed within the timeframe necessary or on reasonably acceptable 

terms to the stakeholders.  Concurrently, the Debtors, with the assistance of their advisors, were 

engaged in amendment and new capital discussions with the existing Prepetition Secured Parties, 

which resulted in the amendment of the Prepetition ABL Facility and incremental liquidity for the 

Debtors.  Because these efforts did not provide a viable solution to the Debtors’ long-term liquidity 

challenges, the Debtors focused on preparing for a potential chapter 11 filing, including finding 

postpetition financing.

22. In light of the foregoing, and the fact that a significant portion of the Debtors’ assets, 

including inventory and intellectual property, are subject to liens asserted by the Prepetition 

Secured Parties, the Debtors concluded that any workable financing likely would require the 

support of, or be provided by, such parties.  In October 2017, the Debtors, with the assistance of 

Guggenheim Securities and the other Debtors’ advisors, commenced discussions with certain of 

the Debtors’ Prepetition Lenders regarding debtor-in-possession financing and a comprehensive 

restructuring. 

23. While negotiating the DIP Facilities with the Debtors’ existing debtholders, the 

Debtors, with the assistance of Guggenheim Securities, began soliciting indications of interest 

from eleven alternative third-party sources of asset based financing (including specialty lenders 

and those that routinely provide debtor-in-possession financing), to gauge their interest in 

providing a revolving credit facility or term loan to the Debtors.  From this group, six parties 

executed confidentiality agreements (“NDAs”) and received access to non-public information.  No 

party provided a proposal for alternative financing, with at least one party explaining that their 

financing proposal would cost the Debtors substantially more than the DIP Facilities (particularly 
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after accounting for the priming challenges associated with a non-consensual postpetition 

financing facility).  

24. Contemporaneously, the Debtors, with the assistance of Guggenheim Securities, 

solicited 28 potential third-party investors (including distressed-oriented investors with experience 

in retail), to gauge their interest in providing capital to the Debtors, either independently or in 

connection with an alternative comprehensive restructuring proposal.  This capital investment 

would supplement or replace the financing described in the preceding paragraph.  Following the 

initial outreach to the 28 parties, 17 parties requested NDAs, 13 of which executed NDAs.  Parties 

that executed NDAs received access to a dataroom containing non-public information.  Ultimately, 

only one party provided a proposal for an independent postpetition term loan, but the terms of the 

proposal were not superior to those provided by the Prepetition Term Lenders and, for reasons 

previously mentioned, would have required the consent of the Prepetition Term Lenders to 

execute.

25. Thus, in the weeks leading up to the Petition Date, it became clear to the Debtors 

that their best path to financing was through existing lenders.  Discussions with the Debtors’ 

Prepetition Lenders began to coalesce around a restructuring framework that included the 

provision of two separate DIP facilities  As the direct result of these discussions, the DIP 

Agreements contemplate postpetition financing in the form of (a) a senior secured revolving credit 

facility and letters of credit in the aggregate amount of up to $35,000,000 and (b) a senior secured 

term loan in the principal amount of up to $60,000,000, which includes $20,000,000 of new-money 

financing.  Because the DIP Facilities are being furnished by existing creditors and are preserving 

the priorities of the prepetition collateral package, it is my understanding that the Prepetition 
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Secured Parties have consented to the Debtors’ use of their Cash Collateral and the priming of 

their prepetition liens by the DIP Liens as required by the DIP Lenders.

26.  The DIP Facilities contemplate a “roll” of the Prepetition ABL Facility and a 

partial roll of the Prepetition Term Loan Facility.  Specifically, the Debtors are requesting that the 

Prepetition ABL Facility be rolled into the DIP ABL Facility pursuant to the Interim Order and 

that $40,000,000 of the Prepetition Term Loan Facility (approximately 31% of outstanding claims 

under such facility) be rolled into the DIP Term Loan Facility pursuant to the Final Order.  In my 

experience, such “rolls” are not unusual in the distressed retail space.  

27. I understand that the Debtors have stipulated, pursuant to the Interim Order, that the 

obligations under the Prepetition ABL Facility are fully secured by perfected, first priority liens 

with respect to, among other things, inventory and receivables.  The Debtors believe the value of 

such collateral to be in excess of outstanding borrowings under the Prepetition ABL Facility.  In 

connection with their agreement to provide the DIP ABL Facility, I understand the Prepetition 

ABL Lenders have agreed to waive their claims to a prepayment premium and default interest on 

the Prepetition ABL Obligations will not accrue.  

28. The “roll” of the Prepetition ABL Facility pursuant to the Interim Order is a 

precondition to the Debtors’ ability to draw on the DIP ABL Facility on an interim basis.  As 

discussed above, the Debtors believe that it is mission critical that they be able to access the DIP 

ABL Facility as quickly as possible after the chapter 11 filing.  Notably, notwithstanding the roll 

feature, there will be a period of time during which the claims and liens related to the Prepetition 

ABL Facility and Prepetition Term Loan Facility will be subject to review by a creditors’ 

committee (if appointed).  In addition, during negotiations, the DIP Term Loan Lenders made clear 

that the “roll up” of a portion of the Prepetition Term Loan Facility was a necessary condition of 
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the DIP Term Loan Lenders’ $20 million in new postpetition financing.  In light of the marketing 

process described herein, I believe that the DIP Facilities represent the only viable financing 

available that would not require the Debtors to seek to prime the Prepetition Secured Parties on a 

nonconsensual basis.  As detailed below, I believe that the economic terms of the proposed DIP 

Facilities are competitive and within the range of other postpetition financing facilities that I have 

been involved with in recent years.

29. I believe the DIP Facilities are the product of arm’s-length, good-faith negotiations 

with the DIP Lenders.  Based on the results of the marketing process described herein and my 

conversations with potential lenders, I do not believe that workable alternative sources of financing 

with terms better than those of the DIP Facilities are presently available to the Debtors.   

The Terms of the DIP Financings Are Reasonable.

30. I understand that the Debtors have agreed, subject to Court approval, to pay certain 

fees to the DIP Agents and the DIP Lenders.  In particular, as noted above, the Debtors have agreed 

to pay on the Closing Date aggregate fees of $690,000 consisting of the following (notably, there 

are no closing fees, commitment fees, or fees payable on account of the partial “roll up” of the 

Prepetition Term Loan Facility): 

a. to the DIP ABL Agent and DIP ABL Lenders (in accordance with the terms 
of the DIP ABL Agreement):  (a) closing fees; (b) an unused commitment 
fee equal to 0.375% per annum of the undrawn commitments; (c) additional 
fees payable to the DIP ABL Agents, for their own accounts, in 
consideration for the DIP ABL Agents’ service as DIP ABL Agent and (d) 
letter of credit fees; and amendment fees relating to the third amendment of 
the Prepetition ABL Agreement in October 2017; and

b. to the DIP Term Loan Agent and DIP Term Loan Lenders (in accordance 
with the terms of the DIP Term Loan Agreement), fees and expenses 
payable to the DIP Term Loan Agent, for its own account, in consideration 
for the DIP Term Agent’s service as this DIP Term Loan Agent.
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31. These fees were the subject of negotiation between the Debtors and the DIP 

Lenders, are an integral component of the overall terms of the DIP Facilities, and were required 

by the applicable DIP Agents and DIP Lenders as consideration for the extension of postpetition 

financing.  Under the Debtors’ circumstances, and in light of the marketing process described 

herein, I believe that the fees reflected in the DIP Agreements are consistent with the range of fees 

I have seen in similar financings in which I have recently been involved.

32. Also as described previously, the marketing process did not produce an alternative 

financing option with terms superior to those provided in these DIP Facilities.  In light of the 

marketing and negotiation process described herein, it is my view that the proposed DIP Facilities 

represent the best presently available financing option for the Debtors.

Conclusion

33. In sum, based on my experience in general and my involvement in assisting the 

Debtors with the marketing and negotiation of the DIP Facilities in this matter, it is my view that 

the DIP Facilities represent the best presently available postpetition financing option for the 

Debtors and contain terms that are reasonable given the circumstances.  Further, I believe that the 

negotiation process was conducted at arm’s length and in good faith.  The Debtors’ marketing 

efforts, with the assistance of Guggenheim Securities, to date lead me to believe that there is no 

other potential financing option that would satisfy the Debtors’ objectives, nor would such an 

alternative financing option be available without priming the Prepetition Secured Parties in a 

nonconsensual manner. 
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