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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

)
In re: ) Chapter 11

)
CHARMING CHARLIE HOLDINGS INC., et al.,1 )

)
Case No. 17-12906 (CSS)

)
Debtors. ) (Jointly Administered)

)
) Re: Docket No. 367

NOTICE OF FILING OF EXHIBIT F TODISCLOSURE STATEMENT

PLEASE TAKE NOTICE that, on December 23, 2017, the above-captioned debtors and 

debtors in possession (collectively, the “Debtors”) filed the Disclosure Statement for the 

Amended Joint Chapter 11 Plan of Reorganization of Charming Charlie Holdings Inc. and its 

Debtor Affiliates Pursuant to Chapter 11 of the Bankruptcy Code [Docket No. 367] (the 

“Disclosure Statement”).

PLEASE TAKE FURTHER NOTICE that, attached hereto as Exhibit 1 is a copy of 

Exhibit F to the Disclosure Statement.

  
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, include: Charming Charlie Canada LLC (0693); Charming Charlie Holdings Inc. (6139); Charming 
Charlie International LLC (5887); Charming Charlie LLC (0263); Charming Charlie Manhattan LLC (7408); 
Charming Charlie USA, Inc. (3973); and Poseidon Partners CMS, Inc. (3302).  The location of the Debtors’ 
service address is: 6001 Savoy Drive 4th Floor, Houston, Texas 77036. 
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Dated:  January 25, 2018 /s/ Michael W. Yurkewicz
Wilmington, Delaware Domenic E. Pacitti (DE Bar No. 3989)

Michael W. Yurkewicz (DE Bar No. 4165)
KLEHR HARRISON HARVEY BRANZBURG LLP
919 N. Market Street, Suite 1000
Wilmington, Delaware 19801
Telephone: (302) 426-1189
Facsimile: (302) 426-9193

-and -

Morton Branzburg (admitted pro hac vice)
KLEHR HARRISON HARVEY BRANZBURG LLP
1835 Market Street, Suite 1400
Philadelphia, Pennsylvania 19103
Telephone: (215) 569-2700
Facsimile: (215) 568-6603

-and-

Joshua A. Sussberg, P.C. (admitted pro hac vice)
Christopher T. Greco (admitted pro hac vice)
Aparna Yenamandra (admitted pro hac vice)
KIRKLAND & ELLIS LLP
601 Lexington Avenue
New York, New York 10022
Telephone: (212) 446-4800
Facsimile: (212) 446-4900

-and-

James H.M. Sprayregen, P.C.
KIRKLAND & ELLIS LLP
300 North LaSalle 
Chicago, Illinois 60654
Telephone: (312) 862-2000
Facsimile: (312) 862-2200

Co-Counsel for the Debtors and Debtors in Possession
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EXHIBIT F

Liquidation Analysis
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LIQUIDATION ANALYSIS

The Debtors, with assistance from their financial and other advisors, have performed a 
hypothetical liquidation analysis (this “Liquidation Analysis”) in connection with the Disclosure 
Statement.1 This Liquidation Analysis is attached as an exhibit for the purpose of evaluating 
whether the Plan meets the so-called “best interests” test under Section 1129(a)(7) of the 
Bankruptcy Code.  Section 1129(a)(7) of the Bankruptcy Code requires that each Holder of an 
impaired Claim or Interest either (a) accept the Plan or (b) receive or retain under the Plan 
property of a value, as of the Effective Date of the Plan, that is not less than the value such 
Holder would receive or retain if the Debtors were liquidated under Chapter 7 of the Bankruptcy 
Code.  

Consistent with the assumptions set forth in recent retail Chapter 11 cases, see e.g., In re True 
Religion Apparel, Inc., No. 17-11460 (CSS) (Bankr. D. Del. 2017); In re rue21, inc., No. 17-
22045 (GLT) (Bankr. W.D. Pa. 2017); In re Payless Holdings LLC, No. 17-42267 (Bankr. E.D. 
Mo. 2017), the Liquidation Analysis set forth herein assumes that an orderly liquidation by the 
Debtors would generate greater recoveries than an immediate distressed sale by a Chapter 7 
Trustee. In other words, as set forth in this Liquidation Analysis, the Debtors believe the Plan 
provides each Holder of an impaired Claim with a recovery that is not less than the value such 
Holder would receive or retain in an orderly Chapter 11 liquidation or a Chapter 7 liquidation, 
even assuming recoveries are maximized pursuant to the Debtors conducting an orderly 
liquidation as opposed to a “fire sale” in Chapter 7.

The gross amount of Cash available for distribution from an orderly liquidation would be the 
sum of the proceeds from the disposition of the Debtors’ assets and the cash and equivalents held 
by the Debtors at the time of the commencement of the liquidation.  Such amount would then be 
reduced by the amount of: (a) the costs and expenses of the liquidation and certain additional 
administrative expenses that may result from the termination of the Debtors’ business; (b) any 
Claims secured by such assets; and (c) Allowed Administrative Expenses, Allowed U.S. Trustee 
Fees, Allowed Priority Tax Claims and Allowed Priority Non-Tax Claims.  Any remaining Cash 
would be allocated to creditors and shareholders in strict priority in accordance with Section 726 
of the Bankruptcy Code.

Given that the Plan contemplates a “prearranged” chapter 11 reorganization and that the Debtors’ 
are operating their businesses as debtors-in-possession, the Liquidation Analysis assumes that the 
Debtors would immediately conduct a going-out-of-business sale auction (the “GOB”) under 
Section 363 of the Bankruptcy Code to sell the Debtors’ inventory and FF&E assets to a 
nationally known retail liquidator (the “Liquidator”).  It is assumed that the Liquidator would 
commence the GOB on or about March 31, 2018 (i.e., on or about the Debtors’ projected
Effective Date). It is assumed the GOB would be completed in eight weeks, the Debtors’ 
remaining real property leases would be rejected, and the Debtors’ Chapter 11 cases would 
convert to a Chapter 7.  

  
1  All capitalized terms used but not otherwise defined in this Liquidation Analysis have the meanings given to 

them in the accompanying Disclosure Statement and Plan, as applicable.
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The Debtors filed voluntary petitions under Chapter 11 of the Bankruptcy Code.  If such Chapter 
11 cases are subsequently converted to a Chapter 7 liquidation, additional Claims may arise 
against the Debtors’ Estates that are not currently fully reflected in the Liquidation Analysis but 
could significantly impact the conclusions set forth herein, such as DIP Claims and necessary 
incurred but unpaid operational Administrative expenses.

Set forth on the following pages is the Liquidation Analysis for the Debtors, assuming the 
Debtors hypothetically commence an orderly liquidation of their assets.  This Liquidation 
Analysis assumes that an orderly, Debtor-led liquidation will generate significantly higher 
recoveries than would be achieved by a Chapter 7 Trustee.  A general summary of the 
assumptions used in preparing this Liquidation Analysis follows.

Estimate of Net Proceeds

Estimates were made of the cash proceeds that might be realized from the hypothetical 
liquidation of the Debtors’ assets.  The Liquidator is assumed to commence the GOB process on 
or about March 31, 2018 (the “Liquidation Date”) and will be authorized to conduct the GOB for 
eight weeks (the “Liquidation Period”).  For purposes of the analysis, the Debtors have used the 
projections and assumptions from the approved Revised DIP Budget dated January 8, 2018 (and 
in accordance with the Final DIP Order) to estimate the value of Cash & Cash Equivalents, 
Credit Card Receivables, Inventory, and Post-Petition Liabilities. 

The estimated proceeds received from the Liquidation assumes the Liquidator would be 
authorized to conduct an eight-week GOB Sale at all of the Debtors’ 276 locations and transfer 
all inventory in the Distribution Center to these stores.  For the recovery assumptions, the 
Debtors primarily relied on historical Inventory Valuation and Appraisals, current Net Orderly 
Liquidation Value  (“NOLV”) rates under the DIP ABL Facility, and the results of the 97 stores 
the Debtors closed and vacated between November 30, 2017 and December 31, 2017 (the 
“Closed Store Process”) The latter has been adjusted for seasonality.  The Debtors believe such 
NOLV represents the maximum amount that could be realized through a liquidation done on 
behalf of creditors.  

The estimated proceeds on the recovery of Furniture Fixtures and Equipment is primarily based 
on the results of the Closed Store Process.

There are no assurances that an orderly liquidation could be completed during the Liquidation 
Period or that the NOLV will be realized as assumed.  There is also no assurance that the 
recoveries the Debtors have assigned to the assets will in fact be realized.  

Estimate of Costs

The Debtors’ estimated cost of an orderly liquidation includes all of the required store operating 
expenses for a GOB and assumes that Corporate costs are materially reduced from the going 
concern costs prior to March 31, 2018.  The estimate also includes professional fees for those 
professionals that continue to provide necessary services to the Debtors in connection with an 
orderly liquidation.  The expenses also assume a conversion to a Chapter 7 proceeding 
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immediately after the completion of the GOB or other prompt liquidation approved by the 
Bankruptcy Court.    

It is assumed all real property leases and executory contracts would be rejected in accordance 
with Section 365 of the Bankruptcy Code.  It is possible that the wind down expenses may be 
different from the estimated amounts.  In addition, certain costs could arise during the 
Liquidation Period which are currently unanticipated, and these may further jeopardize the 
projected recoveries.  

Distribution of Net Proceeds Under Absolute Priority

Various Administrative Claims may arise in connection with an orderly liquidation.  Such 
Claims would be paid from the proceeds of such liquidation before the balance of such proceeds 
would become available to Holders of Allowed General Unsecured Claims.  Under the absolute 
priority rule, no junior creditor would receive any distribution until all senior creditors are paid in 
full.  The Debtors believe that in a liquidation, after taking account of the costs of the liquidation, 
certain secured creditors would only receive a partial recovery and, as such, Holders of 
Administrative Claims or Priority Claims would receive no recovery.  Holders of General 
Unsecured Claims and any Holders of Equity Interests would also receive no recovery.  The 
Claim amounts reflected in the Liquidation Analysis are based on (a) the Debtors’ estimate of 
Claims which are expected to be incurred as a result of the liquidation and (b) the Debtors’ 
estimate of claims which would exist as of Liquidation Date. 

After consideration of the effects of a liquidation on the ultimate proceeds available for 
distribution to creditors, including, (a) the costs and expenses of a liquidation, (b) the erosion in 
value of assets in a liquidation case in the context of the expeditious liquidation prudent under 
these circumstances and the “forced sale” atmosphere that would likely prevail, and (c) the 
substantial increase in Claims which would be satisfied on a prior basis, THE DEBTORS 
HAVE DETERMINED THAT CONFIRMATION OF THE PLAN WILL PROVIDE 
EACH CREDITOR WITH A RECOVERY THAT IS NOT LESS THAN SUCH 
CREDITOR WOULD RECEIVE PURSUANT TO A LIQUIDATION OF THE DEBTORS 
UNDER CHAPTER 11 OF THE BANKRUPTCY CODE AND FURTHER UNDER A 
CHAPTER 7 OF THE BANKRUPTCY CODE.

General Assumptions

The Liquidation Analysis reflects estimates of the proceeds that might be realized through the 
orderly liquidation of the Debtors’ assets. This analysis is based on the Debtors’ estimated asset 
values are based on assumptions and estimates from the approved Revised DIP Budget dated 
January 8, 2018 (pursuant to the Final DIP Order) and the Debtors’ balance sheet as of its last 
accounting monthly close, dated November 25, 2017, and rolled forward or forecasted through 
the Liquidation Date.  The Liquidation Analysis assumes that the Liquidator would be able to 
conduct the GOB within the eight-week Liquidation Period.  The Liquidation Period is assumed 
to be sufficiently long enough to allow the Debtors to sell the majority of assets on an orderly 
basis, and wind down operational activities, before the conversion to a Chapter 7.  The need to 
sell the inventory and convert other assets and property to cash within the projected timeframe 
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may have an adverse impact on the realized proceeds of such sales.  While it is possible that the 
Liquidation Period could be extended, this would increase the risk of additional liquidation costs 
and reduce overall distributable proceeds and recoveries.  

The Liquidation Analysis is based upon a number of estimates and assumptions that, 

although developed by and considered reasonable by the management of the Debtors, are 

inherently subject to significant economic, business, governmental, regulatory, competitive 

uncertainties as well as other contingencies beyond the control of the Debtors or their 

management.  The Liquidation Analysis also is based on assumptions with regard to 

liquidation decisions that are subject to change.  In addition, the Liquidation Analysis was 

prepared before the deadline for filing claims against the Debtors’ Estates, and the Debtors 

have therefore neither fully evaluated Claims filed against the Debtors or adjudicated such 

Claims before the Bankruptcy Court.  ACCORDINGLY, THERE CAN BE NO 

ASSURANCE THAT THE VALUES REFLECTED IN THE LIQUIDATION ANALYSIS 

WOULD BE REALIZED IF THE COMPANY WERE, IN FACT, TO UNDERGO SUCH 

A LIQUIDATION, ACTUAL RESULTS COULD VARY MATERIALLY AND 

ADVERSELY FROM THOSE CONTAINED HEREIN, AND THE AMOUNT OF FINAL 

ALLOWED CLAIMS AGAINST THE DEBTORS’ ESTATES MAY DIFFER FROM 

THE CLAIM AMOUNTS USED IN THIS LIQUIDATION ANALYSIS.  

This Liquidation Analysis was developed solely for purposes of the Disclosure Statement 

and Plan and to enable the Holders of Claims entitled to vote on the Plan to make an 

informed judgment about the restructuring and Plan.  It should not be used or relied on for 

any other purpose, including the purchase or sale of securities of, or claims or interests in, 

the Debtors.

Nothing contained in this hypothetical liquidation analysis is intended to be or constitutes 

an admission of the Debtors.  

The following is a summary of the major assumptions underlying the Liquidation Analysis:

1. The NOLV is developed from the basis of the Debtors selling their inventory to a 
Liquidator who will conduct the GOB for a fixed amount, paid in advance. The rationale 
for the Liquidation Period is that the Liquidator would need to utilize the Debtors’ 
employees and leased property during the Liquidation Period, which may not be possible 
in a liquidation.

The Debtors would liquidate the majority of other assets during the Liquidation Period.  

As an alternative to an orderly chapter 11 liquidation, the Bankruptcy Court may appoint 
a Chapter 7 Trustee to liquidate and winddown the Debtors’ estates. Under such 
circumstances, the Chapter 7 Trustee would be independent and would be entitled to 
make all of her own decisions (subject to Bankruptcy Court approval as applicable) 
regarding the liquidation of the estates, hiring of professionals, the pursuit of Claims or 
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litigation, and the payment of or objection to Claims.  A Chapter 7 Trustee would be 
compensated in accordance with Section 326 of the Bankruptcy Code.

2. This Liquidation Analysis also assumes that the orderly chapter 11 liquidation would 
provide greater recoveries to creditors as compared to a liquidation under a Chapter 7 
Trustee.  Because the Liquidation Analysis demonstrates that the Plan provides greater 
recoveries to creditors than an orderly chapter 11 liquidation, the Plan, by extension, 
provides greater recoveries to creditors than a chapter 7 liquidation, thereby satisfying the 
standard set forth in Section 1129(a)(7) of the Bankruptcy Code. 

3. The Liquidation Analysis relies on the estimates and assumptions from the Debtors’ 
Revised DIP Budget dated January 8, 2018 (pursuant to the Final DIP Order) and the 
Debtors’ unaudited financial statements as of November 25, 2017 rolled forward to the 
commencement of the orderly liquidation date of March 31, 2018, and other figures 
estimated by management.  The Debtors do not believe that the rolled-forward asset 
estimates will materially change prior to the assumed Liquidation Date of March 31, 
2018.

4. This Liquidation Analysis assumes that a majority of the Debtors’ assets will be 
liquidated during the Liquidation Period.  Although the Debtors believe an eight-week 
period is sufficient to allow for an orderly liquidation of all retail inventory and sufficient 
to vacate any leased property, there can be no assurances made that all assets will be 
completely liquidated during this time period.  Moreover, the assumptions set forth in the 
“Estimate of Net Proceeds” section and in the immediately preceding section are 
incorporated in this summary of assumptions. 

5. The Liquidation Analysis assumes that a Chapter 7 Trustee, the Committee, and/or a 
subset of the Debtors’ management team will take all of the necessary steps required to 
fully wind down the Debtors’ operations and Estates within 90 days of the conclusion of 
the orderly liquidation (subject to resolution of Administrative Claims).

6. It is assumed that assets will be sold for Cash or Cash equivalents.

7. It is assumed that assets subject to capital leases (generally leased furniture and computer 
hardware) will be returned to the lessor.  The analysis assumes there are no deficiency 
Claims associated with such leases. 

8. It is assumed that all non-operating assets would be disposed of through sale, liquidation, 
termination and/or abandonment as appropriate.

9. The Liquidation Analysis presents the liquidation of the Debtors on a consolidated basis 
as the Holders of DIP ABL Claims, DIP Term Loan Claims, and Prepetition Term Loan 
Claims have liens on substantially all of the assets of each of the individual Debtors.  
Accordingly, proceeds realized from each Debtor are aggregated in a common 
distribution source. For purposes of distribution, each Claim asserted against or interest 
in any Debtor is presumed to be entitled to a distribution from the aggregated proceeds. 
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Any Claim against a Debtor and any guarantee thereof executed by any other Debtor and 
any joint or several liabilities of any of the Debtors are deemed to have one right to a 
distribution from the aggregated proceeds.  As set forth herein, it is assumed that no value 
would be available to any creditors other than the Holders of Allowed DIP ABL Claims 
and Allowed DIP Term Loan Claims.   

10. The amounts reflected in the Liquidation Analysis are based on the Debtors’ estimate of 
Administrative Claims that are expected to be incurred as a result of the hypothetical 
liquidation and the Debtors’ estimate of Claims which would exist as of March 31, 2018.

11. The Liquidation Analysis assumes that there are no recoveries from the pursuit of any 
potential preferences, fraudulent conveyances, or other causes of action and does not 
include the estimated costs of pursuing those actions.

12. Distributions to creditors are assumed to occur on or around July 31, 2018, subject to 
approval by the Bankruptcy Court.
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Notes to Chart

A. Cash and Cash Equivalents — The Liquidation Analysis assumes that the Cash as of the 
date of the actual liquidation would be equal to the projected Cash balance for the week 
ending March 31, 2018.  The analysis assumes that 100 percent of the Cash and Cash 
equivalents value as of March 31, 2018 would be realized over the Liquidation Period in 
addition to Cash from operations during that time.

B. Credit Card Receivables — Proceeds from credit card sales lag by several days and are  
not available to the Debtors on the day of the sale. It is assumed that the Cash proceeds 
from credit card sales for the week ending March 31, 2018 would not be available until 
after the Commencement of the GOB.  The assumed value is based on the value in the 
Revised DIP Budget as the week ending March 31, 2018. 

C. Other Accounts Receivable — Primarily amortizing pre-paid assets, deposits and 
retainers for professionals.

Charming Charlie, LLC

Best-Interests Liquidation Analysis

Analysis as of January 24, 2018

USD - ($000)

Low

Notes

Estimated Value 

3/31/18

Est. Recovery 

Value

Est. Recovery 

Rate

Est. Recovery 

Value

Est. Recovery 

Rate

Assets

Cash and Equivalents A 1,511$               1,435$            95% 1,511$            100%

Credit Card receivables B 3,386 2,956$            87% 3,284$            97%

Other Accounts Receivable C 1,993 42$                 2% 159$               8%

Deposits & Prepaid Assets D 3,636 117$               3% 138$               4%

Inventory E 39,070 30,473$          78% 33,680$          86%

FF&E F 36,249 2,173$            6% 3,259$            9%

Lease Value and Leasehold 

Improvements G 72,357 -$                    0% 2,000$            3%

Total 158,202 37,196 24% 44,031 28%

Cost of Non-Store Orderly Liquidation & 

Shutdown H (3,586) (3,945) 110% (3,227) 90%

Net Distributable Cash to Creditors 154,616 33,252 22% 40,804 26%

Estimated 

Claim 

Estimated 

Recovery 

Estimated 

Recovery Rate 

Estimated 

Recovery 

Estimated 

Recovery Rate 

Estimated Recovery to Creditors

DIP ABL Lender Claim I 18,423 18,423 100.0% 18,423 100.0%

Stub Rent J 3,938 3,938 100.0% 3,938 100.0%

DIP Term Lender Claim K 58,159 10,891 18.7% 18,443 31.7%

Administrative Claims L 14,727 - 0.0% - 0.0%

Priority Unsecured M 1,200 - 0.0% - 0.0%

Term Loan Deficincey N 96,157 - 0.0% - 0.0%

Lease Rejection Damages O 98,621 - 0.0% - 0.0%

Remaining Unsecured Claims P 59,896 - 0.0% - 0.0%

351,121$          33,252$         9.5% 40,804$         11.6%

High
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D. Deposits & Prepaid Assets — Deposits and prepaid assets consist primarily of vendor 
deposits, retainers and other prepaid amounts.  The analysis assumes that minimal 
deposits will be returned. 

E. Inventory — Based on the assumed NOLV rate for the estimated cost value for all in-
transit and on-hand inventory at cost.  It is also assumed that the Liquidation Process will 
cover all of the actual store occupancy, payroll and other costs and the amount paid to the 
Estate from the liquidator will not be further surcharged for any associated risk.     

F. Office Furniture & Equipment — Consists primarily of estimated recovery for the 
Debtors’ owned store fixtures and equipment.  Assumptions are based on the experience 
in the previous Closed Store Process.  

G. Lease Value and Leasehold Improvements — Balance of leasehold improvements to 
leased stores net of landlord allowances and normal amortization.  It is assumed there is 
no recovery value on leasehold improvements.  Based on a preliminary high-level review, 
the value of leases was estimated to be between zero and $2 million.

H. Cost of Non-Store Orderly Liquidation and Shutdown — This represents the 
incremental cost at Corporate to run the orderly liquidation for 8 weeks after significant 
reductions once the closure is announced.  It includes some time for the Distribution 
Center to ship late received product to the stores.  It also assumes 90-days post-inventory 
liquidation to resolve final tax payments and other necessary activities.  

I. DIP ABL Lender Claim — This claim includes estimated borrowing and holdback 
claims under the DIP ABL Facility as of March 31, 2018 from the current Revised DIP 
Budget as of January 8, 2018 (pursuant to the Final DIP Order).  It also includes interest 
and any related fees.  

J. Stub Rent Claims — This represents the maximum, gross amount of outstanding rent for 
the period December 11, 2017 to December 31, 2017.  Pursuant to the Final DIP Order, 
such amount is assumed to be paid in full.  

K. DIP Term Lender Claims — This claim includes estimated borrowing and holdback 
claims under the DIP Term Loan Facility as of March 31, 2018 from the current Revised 
DIP Budget as of January 8, 2018 (pursuant to the Final DIP Order).  It also includes 
interest and any related fees.  

L. Administrative Claims — Unpaid Administrative Claims at the time of the liquidation 
announcement based upon weekly run rates that vary by type of expense.    

M. Priority Unsecured Claims — Primarily estimated Claims of employee losses from 
deferred compensation plans.
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N. Term Loan Deficiency Claims — The balance of the Prepetition Term Loan as of the 
time of filing after considering the amounts that were converted into DIP Term Loan 
Claims and included in Note K above.

O. Lease Rejection Damage Claims — Calculated claims related to the closing of 97 closed 
stores (~ $21MM), plus the hypothetical rejection claims for the remaining stores that are 
currently open, but would be closed pursuant to any decision to liquidate.

P. General Unsecured Claims — Estimated Claims of all other unsecured creditors, 
excluding deficiency Term Loan Claims included above (Note N) and excluding the 
Lease Rejection Claims included in Note O above.    

* * * * *
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