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1.0 Introduction

1. This report (“Report”) has been prepared by KSV Restructuring Inc. (“KSV”) in its
capacity as proposal trustee (“Proposal Trustee”) in connection with a Notice of
Intention to Make a Proposal (“NOI”) filed on April 29, 2021 by Reset Beauty Inc. (the
“Company”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act, R.S.C.
1985, c. B-3, as amended (“BIA”).

2. The principal purposes of these proceedings are to create a stabilized environment to
allow the Company an opportunity to formulate a proposal to its creditors which
provides a result superior to bankruptcy and to effect a reorganization of the
Company’s share capital and subscription for new shares by the proposal Sponsor
(as defined below).

3. On May 17, 2021, the Company filed a proposal (the “Proposal”) with the Official
Receiver in accordance with Section 62(1) of the BIA and a Certificate of Filing a
Proposal (the “Certificate”) was issued by the Office of the Superintendent of
Bankruptcy (Canada) (“OSB”) on that date. Copies of the Proposal and the Certificate
are attached as Appendices “A” and “B”, respectively.

1.1 Meeting to Consider the Proposal

1. The details of the creditors’ meeting to consider and vote on the Proposal to be held
pursuant to Section 51(1) of the BIA (the “Meeting”) are as follows:

Date: June 7, 2021
Time: 10:00 a.m. (EST)
Location: to be convened virtually via Zoom:
https://zoom .us/j/95331350639?pw d=Vkt1S EV3eFlCaGFT ZX VrM DdkR T lP Zz09

COURT FILE NO.: 31-2733618

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
RESET BEAUTY INC.,

OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO

PROPOSAL TRUSTEE’S PRELIMINARY REPORT TO CREDITORS

MAY 25, 2021
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2. As described in greater detail below, to vote on the Proposal, a creditor of the
Company must file a proof of claim with the Proposal Trustee prior to the Meeting.
Creditors can vote at the Meeting by attending in person (virtually) or by submitting
voting letters to the Proposal Trustee prior to the Meeting. Creditors can also vote by
way of proxy and can identify the Proposal Trustee as their proxy.

3. A proof of claim form, proxy, voting letter and instruction letter are provided in
Appendix “C”. Creditors should read the instruction letter to understand the voting
procedures, including the procedure to register claims with the Proposal Trustee.

4. The Proposal Trustee’s Notice of Proposal to Creditors, a summary of the Company’s
Statement of Affairs and a list of creditors are attached as Appendices “D”, “E” and
“F”, respectively.

1.2 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information about the Company;

b) summarize the terms of the Proposal;

c) discuss the Company’s ability to fulfill the terms of the Proposal;

d) provide the Proposal Trustee’s opinion as to the reasonableness of the provision
in the Proposal that sections 95 to 101 do not apply in respect of the Proposal,
as required pursuant to Section 50 (10) (b) of the BIA;

e) compare the result for creditors under the Proposal to the result if the Proposal
is not accepted and the Company is deemed to have made an assignment in
bankruptcy; and

f) provide the Proposal Trustee’s recommendation on the Proposal.

1.3 Currency

1. Unless otherwise noted, all currency references in this Report are to Canadian dollars.

1.4 Restrictions

1. In preparing this Report, the Proposal Trustee has relied upon unaudited financial
information prepared by the Company’s representatives, the books and records of the
Company and discussions with representatives of the Company. The Proposal
Trustee has not audited, reviewed or otherwise verified the accuracy or completeness
of the information in a manner that would comply with Generally Accepted Assurance
Standards pursuant to the Chartered Professional Accountants Canada Handbook.
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2. The Proposal Trustee expresses no opinion or other form of assurance with respect
to the financial information presented in this Report or relied upon by the Proposal
Trustee in preparing this Report. Any party wishing to place reliance on the
Company’s financial information should perform its own due diligence and any
reliance placed by any party on the information presented herein shall not be
considered sufficient for any purpose whatsoever. The Proposal Trustee accepts no
reliance by any party based on the information in this Report.

2.0 Background

2.1 Overview

1. The Company was incorporated under the Business Corporations Act (Ontario) on
April 22, 2005 under the name “Domainer Inc.” with a focus on domain name search
monetization strategies. On July 15, 2014, the Company changed its name to “Parsel
Inc.” to more closely reflect its then business strategy of pursuing brand monetizing
strategies through social influencers. The Company was amalgamated with its
existing subsidiaries at the time on January 1, 2015 and continued to carry on
business under the name “Parsel Inc.”. On March 5, 2020, the Company changed its
name to “Reset Beauty Inc.” to more closely align with its new strategy as noted below.
The Company was founded by Adam Sadowski in 2005 and has undergone numerous
senior management changes since inception coincident with its changes in business
strategy. Since 2015, Josh Brandley has served as the Company’s Chief Executive
Officer.

2. The Company develops, launches, and markets cosmetic brands in partnership with
high-profile digital media influencers. The Company provides investment, behind-the-
scenes operations and management, and strategic guidance to influencer-led brands.

3. The Company holds an investment in Brand Lab Partners Inc. (“Brand Lab”), a wholly-
owned subsidiary incorporated in Delaware, United States. Based on discussions with
the Company’s management, the Proposal Trustee understands that Brand Lab has
no assets and carried on no business in 2020 or 2021. The Company’s management
has advised that it intends to dissolve Brand Lab.

4. On numerous occasions since inception in 2005 to October 2016, Intercap Equity Inc.
(“Intercap” or the “Sponsor”) or certain affiliates of the Sponsor have made equity
investments in the Company to ensure its ongoing viability. As a result of such
investments over time, the Sponsor holds approximately 85.2% of the outstanding
voting shares and economic value of the Company.

5. Pursuant to a loan agreement dated June 4, 2018, as amended on May 24, 2019,
December 9, 2019 and April 27, 2021, Intercap Income Inc. (“Intercap Income”), an
affiliate of Intercap, made an unsecured loan to the Company in the amount of
US$1.75 million (the “Intercap Loan”). Pursuant to a purchase of indebtedness
agreement dated November 30, 2019, Intercap purchased the Intercap Loan from
Intercap Income for its face value at the time of US$525,526.62 and thereafter, on
each of December 9, 2019 and April 27, 2021, increased the amount of credit
extended to the Company under the Intercap Loan to US$1.75 million. At the time it
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filed the NOI, the Company owed approximately $2.15 million to Intercap in respect
of the Intercap Loan, including accrued and unpaid interest (the “Intercap Claim”).

6. At the time it filed the NOI, the Company had one full-time employee and carried on
business from leased office premises in Toronto, Ontario.

7. On April 30, 2021, the Company disclaimed the lease for its former office premises.
The lease is subject to two sub-tenancy agreements whereby the sub-tenants pay the
landlord directly the amounts set forth in the Company’s lease.

8. The Company has been selling its existing inventory and collecting outstanding
accounts receivable following the filing of the NOI.

9. Intercap has agreed to sponsor the Proposal and by doing so significantly increase
recoveries for creditors. This is discussed further below in Section 3 of the Report.

2.2 Historical Operating Results

1. The Company has incurred losses and generated negative cash flow from operations
since inception. These losses have been funded primarily through equity (mostly by
Intercap and its affiliates) and the Intercap Loan.

2. The Company’s internal unaudited financial results for the fiscal year ending
December 31, 2020 are summarized in the table below:

(US $000s)

Year Ended
Dec. 31, 2020

(unaudited)

Revenue 698

Gross Profit 566

Operating costs

Salaries and benefits 402

Marketing and Advertising 529

Other 247

Loss from operations (911)

Net other expenses 84

Net loss for the period (995)

Deficit, beginning of period (4,378)

Net loss for the period (995)

Deficit, end of period (5,373)

3. As presented above, the Company: a) generated US$911,000 in operating losses for
the year ending December 31, 2020; and b) has an accumulated deficit of
approximately US $5.4 million, reflecting its history of losses.
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3.0 The Proposal1

1. This section provides an overview of the terms of the Proposal. Review of this section
is not a substitute for reading the Proposal. Creditors are strongly encouraged to read
the Proposal in its entirety prior to voting on the Proposal. Creditors are encouraged
to discuss the terms of the Proposal with their legal counsel. A copy of the Proposal
is provided in Appendix “A”.

3.1 Purpose and Effect

1. The overall purpose of the Proposal is to:

a) give effect to a distribution of funds from the Unsecured Creditor Cash Pool to
the Proven Claims of Preferred Creditors and Ordinary Creditors (together, the
“Unsecured Creditors”);

b) effect a cancellation of the Company’s Existing Shares;

c) issue New Shares to the Sponsor, pursuant to the Articles of Reorganization;
and

d) effect releases of any and all Proven Claims.

2. The Unsecured Creditor Cash Pool in the Proposal will include:

a) all of the net proceeds of a liquidation of the Company’s assets and collection
of the Company’s accounts receivable (the “Liquidation Proceeds”); and

b) the “Unsecured Creditor Cash Payment”, being an amount equal to the lesser
of:

i. $250,000; and

ii. the amount, net of Administrative Fees and Expenses including the
Administrative Fee Reserve, required to pay Proven Claims of Preferred
Creditors and Ordinary Creditors, following the Proposal Trustee’s
collection of the Liquidation Proceeds.

3. For the purposes of the Proposal, if accepted by the Unsecured Creditors and
approved by the Ontario Superior Court of Justice (Commercial List) (the “Court”), the
Sponsor has agreed to subordinate the Intercap Claim. The subordination of the
Intercap Claim will not apply if the Proposal is not implemented for any reason and
the Company is deemed to have made an assignment in bankruptcy.

3.2 Classes of Creditors

1. For the purpose of voting on the Proposal, there shall be one class of Unsecured
Creditors.

1 Capitalized terms in this section of the Report not defined in the Report have the meanings provided to them in the
Proposal.
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3.3 Treatment of Claims

1. The Proposal is being made to the holders of Affected Claims against the Company
(the “Affected Creditors”). Unaffected Claims include:

a) the Intercap Claim;

b) the Directors’ Indemnity Claims; and

c) Administrative Fees and Expenses, including the proper fees, expenses and
legal fees and disbursements of the Proposal Trustee and the Company.

3.4 Proposed Distributions

1. On the Implementation Date, or as soon as sufficient funds become available in the
Unsecured Creditor Cash Pool, all Administrative Fees and Expenses incurred to that
date which remain unpaid shall be paid, in full, in accordance with the BIA.

2. On the Implementation Date, the Claims of all Affected Creditors shall be
compromised and thereafter each Affected Creditor with a Proven Claim shall receive
the following in full satisfaction of its Proven Claim(s):

a) within ten (10) Business Days of the Preferred Claim Determination Date, a
distribution from the Unsecured Creditor Cash Pool in the amounts of the
Proven Claim of each Preferred Creditor, including the Required Crown
Amount, if any; and;

b) within ten (10) Business Days of the Ordinary Claim Determination Date, the
Proposal Trustee shall distribute the balance of the Unsecured Creditor Cash
Pool, net of the Administrative Fee Reserve, to Ordinary Creditors on account
of, and in full satisfaction of, their Proven Claims.

3. As referenced above, to facilitate the approval and implementation of the Proposal,
the Sponsor has agreed to subordinate the Intercap Claim to the claims of Unsecured
Creditors, and also agreed to make available the Unsecured Creditor Cash Payment.
For greater certainty, no distribution from the Unsecured Creditor Cash Pool shall be
made to the Sponsor in respect of the Intercap Claim.

3.5 Voting on the Proposal

1. To vote at the Meeting, each Creditor shall file a valid Proof of Claim with the Proposal
Trustee and thereafter the Proposal Trustee shall determine the claims in accordance
with the provisions of Section 135 of the BIA. The Proof of Claim form is attached as
Appendix “C”.

2. In order to receive a distribution from the Proposal, a Creditor must submit a valid
Proof of Claim prior to the time the Proposal Trustee distributes the funds in
accordance with the Proposal.
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3.6 Dividend Amount

1. As at the date the Proposal was filed, Creditors were owed approximately $2.26
million, of which approximately $2.15 million represents the Intercap Claim. Excluding
the Intercap Claim, Creditors were owed approximately $110,000.

2. Based on the list of known creditors attached in Appendix “F”, distribution of the
Unsecured Creditor Cash Pool is expected to result in a full recovery for Unsecured
Creditors.

3. Pursuant to Section 147 of the BIA, payments under the Proposal are subject to the
statutory levy of 5% payable to the OSB.

3.7 Proposal Conditions

1. Implementation of the Proposal is conditional upon:

a) acceptance of the Proposal by the statutory majority of the Unsecured Creditors
as required under the BIA (described in Section 3.9 below);

b) an order of the Court approving the Proposal and the Articles of Reorganization;
and

c) if so requested by the Proposal Trustee, payment by the Sponsor of the
Unsecured Creditor Cash Payment to the Proposal Trustee within three
Business Days of the Proposal Trustee’s request.

3.8 Other Proposal Terms

1. Other Proposal terms are summarized below:

a) Forthwith after the Meeting, the Proposal Trustee shall give notice to every
Person with an Affected Claim of which the Proposal Trustee has notice or
knowledge but whose claim has not been filed or proven, that if such Person
does not prove its claim within a period of thirty (30) days after the mailing of
the notice, the Trustee will proceed to declare a dividend without regard to such
Person’s claim and the dividend referred to in said notice shall be deemed a
final dividend and any Person so notified who does not provide its claim within
the said thirty (30) day period shall be barred from making a claim in this
Proposal, subject to any exceptions set out in subsections 149(2)(3) and (4) of
the BIA;

b) At the Meeting, the Creditors may appoint up to five (5) Inspectors whose
powers will be limited to:

i. advising the Proposal Trustee concerning any dispute which may arise as
to the validity of Claims; and

ii. advising the Proposal Trustee from time to time with respect to any other
matter that the Proposal Trustee may refer to them.
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c) The Company, with the consent of the Proposal Trustee and the Sponsor, may
propose an alteration or modification to the Proposal prior to the conclusion of
the Meeting;

d) Interest will not accrue or be paid on Affected Claims after or in respect of the
period following the filing of the NOI Filing Date and no Creditor with an Affected
Claim will be entitled to any interest in respect of such Claim accruing on or after
or in respect of the period following the NOI Filing Date; and

e) Upon the Implementation Date, each and every Director shall be released and
discharged from any and all Director Claims. This release shall have no force
or effect if the Company becomes bankrupt before the terms of the Proposal
are performed.

3.9 Acceptance and Approval of the Proposal

1. In order for the Proposal to be accepted, two-thirds in dollar value and over 50% in
number of the Unsecured Creditors present and voting, in person or by proxy, must
vote in favour of the Proposal.

2. Rejection of the Proposal by the creditors would result in the Company being deemed
to have made an assignment in bankruptcy.

3. Upon being accepted by creditors, the Proposal must be approved by the Court. If
the Court does not approve the Proposal, the Company is deemed to have made an
assignment in bankruptcy.

4.0 Preferences and Transfers at Undervalue

1. As part of its statutory duties under the BIA, the Proposal Trustee conducted a review
of the Company’s bank statements and cancelled cheques for the twelve-month
period (the “Review Period”) immediately preceding the commencement of the NOI
proceedings to identify transactions that could be considered preferences or transfers
at undervalue. The focus of the Review Period was transactions above $10,000. The
Proposal Trustee’s review did not identify any transaction that could be considered a
preference or transfer at undervalue.

2. Article 8.1 of the Proposal provides that Sections 95 to 101 of the BIA, being the
relevant sections under the BIA dealing with transactions that may be challenged by
a Proposal Trustee, do not apply to the Proposal and may not be relied upon by the
creditors or by the Proposal Trustee. Therefore, by voting in favour the Proposal,
creditors will be giving up their right to pursue any of the remedies under these
sections of the BIA.

3. As the Proposal Trustee did not identify any transactions that could be considered a
preference or transfer at undervalue during the Review Period, the Proposal Trustee
is of the view that Article 8.1 of the Proposal is reasonable. Additionally, as the
Proposal contemplates payment in full of Proven Claims based on known creditors,
no parties are prejudiced by this provision of the Proposal.
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5.0 Estimated Distribution in the Event of a Bankruptcy

1. A summary of the book value2 and estimated realizable value of the Company’s
assets in a bankruptcy is included in the table below:

($000s) As at May 17, 2021

Assets Book Value
Estimated

Realizable Value

Cash 48 48

Inventory 1 155 155

Accounts Receivable 2 318 318

Total Assets before costs of realization 521 521

Estimated costs of realization 3 (150)

Total Assets after costs of realization 371

Creditor claims 4 2,258

Estimated recovery 16¢

Notes

1 – Represents the net realizable value of the Company’s existing inventory in an
orderly liquidation, as per an appraisal prepared by Infinity Asset Solutions dated April
20, 2021 for the Proposal Trustee (the “Infinity Appraisal”). The Infinity Appraisal is
attached as Appendix “G”.

2 – Represents the Company’s existing accounts receivable. For the purpose of this
analysis, it is assumed that the accounts receivable will be collected in full.

3 – Represents estimated costs of realization, including professional fees of the
Licensed Insolvency Trustee, its legal counsel and the Company’s legal counsel.

4 – Creditor claims in a bankruptcy would include the Intercap Claim, which has been
subordinated to the Unsecured Creditors pursuant to the Proposal but otherwise ranks
pari passu with all other unsecured creditors.

As reflected in the table above, the estimated realizable value of the Company’s
assets in a bankruptcy is approximately $521,000. This amount is reduced by an
estimate of $150,000 for professional and other costs associated with administering
a bankruptcy, which would further reduce the realizations to $371,000. This
represents an estimated recovery of approximately 16¢ on the dollar for the
Company’s creditors.

2 The book value of the assets is based on the values in the Statement of Affairs sworn on May 17, 2021 by a
representative of the Company.
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6.0 Conclusion and Recommendation

1. Unsecured Creditors will have an opportunity for full recovery should the Proposal be
accepted and approved by the Court. If the Proposal is not accepted by creditors or
approved by the Court, the Company will be deemed to have made an assignment in
bankruptcy. In such a case, distributions to creditors are estimated to be
approximately 16¢. Accordingly, the Proposal Trustee strongly recommends
that the Company’s creditors vote in favour of the Proposal.

2. If the Proposal is accepted by the Unsecured Creditors at the Meeting, the Proposal
Trustee will seek the Court’s approval shortly thereafter.

* * *

All of which is respectfully submitted,

KSV RESTRUCTURING INC.
IN ITS CAPACITY AS PROPOSAL TRUSTEE OF
RESET BEAUTY INC.,
AND NOT IN ITS PERSONAL CAPACITY
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District of Ontario

Division No. 09 - Toronto

Court No. 31-2733618

Estate No. 31-2733618

In the Matter of the Proposal of:

Reset Beauty Inc.

Debtor

KSV RESTRUCTURING INC.

Licensed Insolvency Trustee

Date of Proposal: May 17, 2021 Security: $

Meeting of Creditors: June 07, 2021, 10:00
Meeting to be held by Zoom
Meeting ID: 953 3135 0639
425695, Ontario
Canada, 

Chair: Trustee

CERTIFICATE OF FILING OF A PROPOSAL - Section 62

-- AMENDED --

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that:

-   a proposal in respect of the aforenamed debtor was filed under section 62 of the Bankruptcy and Insolvency Act.

 

The aforenamed trustee is required:

-   to provide to me, without delay, security in the aforementioned amount; and

-
 

to send to all creditors, at least ten days prior to the meeting, a notice of a meeting of creditors, which will be held at 
the aforementioned time and place.

Date: May 20, 2021, 15:24

E-File/Dépôt Electronique Official Receiver

151 Yonge Street, 4th Floor, Toronto, Ontario, Canada, M5C2W7, (877)376-9902
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ksv advisory inc.
150 King Street West, Suite 2308

Toronto, Ontario, M5H 1J9
T +1 416 932 6262
F +1 416 932 6266

www.ksvadvisory.com

Bankruptcy and Insolvency Act (“Act”)

Proof of Claim
(Section 50.1, 81.5, 81.6, Subsections 65.2(4), 81.2(1), 81.3(8), 81.4(8), 102(2), 124(2), 128(1),

and Paragraphs 51(1)(e) and 66.14(b) of the Act)

All notices or correspondence regarding this claim must be forwarded to the following address:

Creditor Name: Telephone:
Address: Fax:

Email:
Account No.:

In the matter of the bankruptcy (or the proposal, or the receivership) of ____________________________________ (name of

debtor) of ______________________________ (city and province) and the claim of _____________________________, creditor.

I, ___________________________________ (name of creditor or representative of the creditor), of ______________________ (city and

province), do hereby certify:

1. That I am a creditor of the above-named debtor (or that I am __________________________________ (state position or title)

of _______________________________________________ (name of creditor)).

2. That I have knowledge of all the circumstances connected with the claim referred to below.

3. That the debtor was, at the date of bankruptcy, (or the date of the receivership, or in the case of a proposal, the date of
the notice of intention or of the proposal, if no notice of intention was filed), namely the ______ day of ________________,
_______, and still is, indebted to the creditor in the sum of $_________________, as specified in the statement of account
(or affidavit) attached and marked Schedule "A", after deducting any counterclaims to which the debtor is entitled. (The
attached statement of account or affidavit must specify the vouchers or other evidence in support of the claim.)

4. (Check and complete appropriate category.)

 A. UNSECURED CLAIM OF $________________

(other than as a customer contemplated by Section 262 of the Act)

That in respect of this debt, I do not hold any assets of the debtor as security and
(Check appropriate description.)

 Regarding the amount of $______________, I do not claim a right to a priority.

 Regarding the amount of $ ______________, I claim a right to a priority under Section 136 of the Act.
(Set out on an attached sheet details to support priority claim.)

 B. CLAIM OF LESSOR FOR DISCLAIMER OF A LEASE $______________

That I hereby make a claim under Subsection 65.2(4) of the Act, particulars of which are as follows:
(Give full particulars of the claim, including the calculations upon which the claim is based.)

 C. SECURED CLAIM OF $______________

That in respect of this debt, I hold assets of the debtor valued at $______________ as security, particulars of which are
as follows:
(Give full particulars of the security, including the date on which the security was given and the value at which you assess the security, and attach a copy of the
security documents.)

 D. CLAIM BY FARMER, FISHERMAN OR AQUACULTURIST OF $______________

That I hereby make a claim under Subsection 81.2(1) of the Act for the unpaid amount of $______________ (Attach a
copy of sales agreement and delivery receipts.)

 E. CLAIM BY WAGE EARNER OF $_______________

 That I hereby make a claim under Subsection 81.3(8) of the Act in the amount of $______________

 That I hereby make a claim under Subsection 81.4(8) of the Act in the amount of $______________

 F. CLAIM BY EMPLOYEE FOR UNPAID AMOUNT REGARDING PENSION PLAN OF $______________

 That I hereby make a claim under Subsection 81.5 of the Act in the amount of $______________

 That I hereby make a claim under Subsection 81.6 of the Act in the amount of $______________

 G. CLAIM AGAINST DIRECTOR $______________
(To be completed when a proposal provides for the compromise of claims against directors.)

That I hereby make a claim under Subsection 50(13) of the Act, particulars of which are set out on the attached
sheet(s). (Give full particulars of the claim, including the calculations upon which the claim is based.)

 H. CLAIM OF A CUSTOMER OF A BANKRUPT SECURITIES FIRM $______________

That I hereby make a claim as a customer for net equity as contemplated by Section 262 of the Act, particulars of which
are set out on the attached sheet(s).
(Give full particulars of the claim, including the calculations upon which the claim is based.)
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Bankruptcy and Insolvency Act (“Act”)

Proof of Claim
(Section 50.1, 81.5, 81.6, Subsections 65.2(4), 81.2(1), 81.3(8), 81.4(8), 102(2), 124(2), 128(1),

and Paragraphs 51(1)(e) and 66.14(b) of the Act)

5. That, to the best of my knowledge, I am (or the above-named creditor is) (or am not or is not) related to the debtor within
the meaning of Section 4 of the Act, and have (or has) (or have not or has not) dealt with the debtor in a non-arm’s-
length manner.

6. That the following are the payments that I have received from, the credits that I have allowed to, and the transfers
at undervalue within the meaning of Subsection 2(1) of the Act that I have been privy to or a party to with the debtor
within the three months (or, if the creditor and the debtor are related within the meaning of Section 4 of the Act or were not dealing with each other at

arm’s length, within the 12 months) immediately before the date of the initial bankruptcy event within the meaning of
Subsection 2(1) of the Act: (Provide details of payments, credits and transfers at undervalue.)

7. (Applicable only in the case of the bankruptcy of an individual.)

 Whenever the trustee reviews the financial situation of a bankrupt to redetermine whether or not the bankrupt is required
to make payments under Section 68 of the Act, I request to be informed, pursuant to Paragraph 68(4) of the Act, of the
new fixed amount or of the fact that there is no longer surplus income.

 I request that a copy of the report filed by the trustee regarding the bankrupt’s application for discharge pursuant to
Subsection 170(1) of the Act be sent to the above address.

Dated at ______________________________________________, this ___________ day of______________________, ____________

Witness Creditor

NOTE: If an affidavit is attached, it must have been made before a person qualified to take affidavits.

WARNINGS: A trustee may, pursuant to Subsection 128(3) of the Act, redeem a security on payment to the secured creditor of the
debt or the value of the security as assessed, in a proof of security, by the secured creditor.

Subsection 201(1) of the Act provides severe penalties for making any false claim, proof, declaration or statement
of account.

DIRECTIONS FOR COMPLETION OF THIS FORM ARE ON THE REVERSE SIDE

GENERAL PROXY

(Paragraphs 51(1)(e) and 66.15(3)(b) and Subsection 102(2))

In the matter of the bankruptcy) (or proposal) of ________________________________________ a bankrupt (or an insolvent)

I (or We), _________________________________ (name of creditor), of ___________________________. (name of city, town or village),

a creditor in the above matter, hereby appoint ______________________________, of ____________________, to be my
(or our) general proxy in the above matter except as to the receipt of dividends, with (or without) power to appoint another
general proxy in his or her place.

DATED AT ___________________________ this _______ day of ________________________, ______

Witness Individual Creditor OR Name of Corporate Creditor

Per:

Witness Name and Title of Signing Officer
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CHECKLIST FOR PROOF OF CLAIM

This checklist is provided to assist you in preparing the accompanying proof of claim form and, where required, proxy form in a complete and
accurate manner. Please specifically check each requirement.

Under Section 109 of the Bankruptcy and Insolvency Act only those creditors who have filed their claims in the proper form with the trustee, before
the time appointed for the meeting, are entitled to vote at the meeting.

Section 124 states that every creditor shall prove his claim and the creditor who does not prove his claim is not entitled to share in any distribution
that may be made.

General

 The signature of a witness is required;
 The claim must be signed personally by the individual completing this declaration;
 Provide the complete address where all notices or correspondence are to be forwarded;
 The amount of the statement of account must correspond to the amount indicated on the proof of claim.

Notes:

 It is permissible to file a proof of claim by fax.
 A creditor may vote either in person or by proxy at any meeting of creditors if the proof of claim is filed with the trustee prior to the time

appointed for the meeting.
 A quorum at any meeting of creditors consists of at least one creditor with a valid proof of claim in attendance in person or by proxy.
 A corporation may vote through an authorized agent or mandatary at meetings of creditors.
 In order for a duly authorized person to have a right to vote, they must be a creditor or be the holder of a properly executed proxy. The name

of the creditor must appear in the proxy.
 A creditor who is participating in any distribution from an estate must have filed a proof of claim prior to the distribution being declared.
 In the case of an individual bankrupt, by checking the appropriate box or boxes at the bottom of the proof of claim form, you may request that

the trustee advise you of any material change in the financial situation of the bankrupt or the amount the bankrupt is required to pay into the
bankruptcy, and a copy of the trustee’s report on the discharge of the bankrupt.

Paragraph 1

 Creditor must state full and complete legal name of company or firm;
 If the individual completing the proof of claim is not the creditor himself, he/she must state his/her position or title.

Paragraph 3

 The amount owing must be set out in paragraph 3.
 A detailed statement of account must be attached to the proof of claim and must show the date, the number and the amount of all the invoices

or charges, together with the date, the number and the amount of all credits or payments. A statement of account is not complete if it begins
with an amount brought forward.

Paragraph 4

 Paragraph A applies to ordinary unsecured claims. In addition to recording the amount of the claim, please indicate whether the claim has
a priority pursuant to Section 136 of the Act.

 Paragraph B applies to lessor claims in a commercial proposal. Please ensure that the claim applies to a commercial proposal and, if so,
include the full particulars of the claim.

 Paragraph C applies to secured claims. Please indicate the dollar value of the security and attach copies of the security document. In
addition, please attach copies of the security registration documents, where appropriate.

 Paragraph D applies to inventory claims of farmers, fishermen and aquaculturists. Please note that such claims apply only to inventory
supplied from farmers, fishermen and aquaculturists within 15 (fifteen) days of the date of bankruptcy. In addition, please attach copies of any
applicable sales agreements and delivery slips.

 Paragraph E applies to claims by wage earners. Please note that such claims apply only for unpaid wages owed upon the bankruptcy of an
employer or when the employer becomes subject to a receivership.

 Paragraph F applies to claims by employees for unpaid amounts regarding pension plans. Please note that such claims apply only to
unremitted pension contributions outstanding when the sponsoring employer becomes bankrupt or is subject to a receivership.

 Paragraph G applies to claims against directors. Please note that such claims apply only to directors of corporations that have filed a
commercial proposal to creditors that includes a compromise of statutory claims against directors.

 Paragraph H applies to claims of customers of a bankrupt securities firm. Please ensure that the claim of the customer is for net equity and,
if so, include the full particulars of the claim, including the calculations upon which the claim is based.

Paragraph 5

 All claimants must indicate whether or not they are related to the debtor, as defined in Section 4 of the Act, or dealt with the debtor in a non-
arm’s-length manner.

Paragraph 6

 All claimants must attach a detailed list of all payments or credits received or granted, as follows:

a) Within the three (3) months preceding the initial bankruptcy event (including the bankruptcy or the proposal), in the case where the
claimant and the debtor are not related;

b) Within the twelve (12) months preceding the initial bankruptcy event (including the bankruptcy or the proposal), in the case where the
claimant and the debtor were not dealing at arm’s length.

APPOINTING PROXY

Note: The Act permits a proof of claim to be made by a duly authorized representative of a creditor but, in the absence of a properly executed
proxy, does not give such an individual the power to vote at the first meeting of creditors nor to act as the proxyholder of the creditors.

General

 In order for duly authorized persons to have a right to vote, they must themselves be creditors or be the holders of a properly executed proxy.
The name of the creditor must appear in the proxy.

Notes:

 A creditor may vote either in person or by proxyholder.
 A proxy may be filed at any time prior to a vote at a meeting of creditors.
 A proxy can be filed with the trustee in person, by mail or by any form of telecommunication.
 A proxy does not have to be under the seal of a corporation unless required by its incorporating documents or its bylaws.
 The individual designated in a proxy cannot be substituted unless the proxy provides for a power of substitution.
 Bankrupts/debtors may not be appointed as proxyholders to vote at any meeting of their creditors.
 The trustee may be appointed as a proxyholder for any creditor.
 A corporation cannot be designated as a proxyholder.



Estate No. 31-2733618

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
RESET BEAUTY INC.,

OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO,

Form 37

VOTING LETTER
(Paragraph 51(1)(f) of the Bankruptcy and Insolvency Act.)

I/we, ___________________________________________________________, creditor,

of ____________________________________________________________________,

a creditor in the above matter for the sum of $ __________________, hereby request the trustee
acting with respect to the Proposal of Reset Beauty Inc. to record my vote:

PLEASE TICK OFF OR INDICATE YOUR VOTE AS FOLLOWS:

 FOR the acceptance of the Proposal, as made on the 17th day of May, 2021.

 AGAINST the acceptance of the Proposal, as made on the 17th day of May, 2021.

DATED at ___________________________, this ________ day of _________________, 2021.

Signature of Witness Signature of individual creditor or person
signing on behalf of corporate creditor

Print name of Witness Print name of individual creditor or name and
title of person signing on behalf of corporate
creditor
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 ksv advisory inc.  
150 King Street West, Suite 2308   

Toronto, Ontario, M5H 1J9  
T +1 416 932 6262 
F +1 416 932 6266 

  
ksvadvisory.com  

 

 

 

Estate File No:  31-2733618 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF 
RESET BEAUTY INC., 

OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO 
 

NOTICE OF PROPOSAL TO CREDITORS  
(Subsection 51) 

Take notice that: 

1. Reset Beauty Inc. (the “Company”) has lodged with KSV Restructuring Inc. (the 
“Proposal Trustee”) a Proposal pursuant to the Bankruptcy and Insolvency Act.  
 

2. A general meeting of creditors to consider the Proposal will be held on the 7th day of 
June, 2021 at 10 a.m., to be convened via Zoom at: 
https://zoom.us/j/95331350639?pwd=Vkt1SEV3eFlCaGFTZXVrMDdkRTlPZz09 

3. Enclosed are copies of:   

 The Proposal; 
 A condensed statement of the Company’s assets and liabilities; 
 A list of the creditors affected by the Proposal whose claims amount to $250 or more; 
 A Proof of Claim form and proxy; and 
 A voting letter. 

4. To be entitled to vote at the meeting, proofs of claim, proxies (where necessary) and voting 
letters intended to be used at the meeting must be lodged with the Proposal Trustee prior 
to the commencement of the meeting. 

5. Creditors must prove their claims against the Company in order to share in any distribution 
of the proceeds realized from the estate. 

DATED at Toronto, Ontario, this 25th day of May, 2021. 

 

 
KSV RESTRUCTURING INC.  
LICENSED INSOLVENCY TRUSTEE 



Appendix “E”





Appendix “F”



Creditor Address Amount due (CDN$)

IntercapEquity 261 DavenportR d,T oronto,O N M 5H 1K3 2,149,350.00

FullerL andau 151 BloorS tW est,12thFloor,T oronto,O N M 5S 1S 4 47,053.60

Bossin,T inYanCharteredAccountants 1210 S heppardAveE,S uite200,T oronto,O N M 2K1E3 22,741.25

S peigelN icholsFox 1 R obertS peckP arkw ay,S uite200,M ississauga,O N L 4Z 3M 3 17,023.45

Com m erceGarageInc. 4585 M assey R d,P ortHope,O N L 1A 3V5 8,197.70

M eretsky L aw Firm 121 KingS treetW ,S uite2150,T oronto,O N M 5H 2T 9 6,480.88

Dorsey andW hitney L L P P .O .Box 1680,M inneapolis,M N 55480 7,172.07

M inistry ofL abour,T raining& S killsDevelopm ent P rovincialClaim sCentre,70 FosterDr,S uite410,S aultS te.M arie,O N P 6A 6V4 4,061.50

1302207 O ntarioL im itedc/oAlliedP roperties 134 P eterS t.,S uite1700,T orontoO N M 5V 2H2 1.00

2,262,081.45

RESET BEAUTY INC.

Preliminary list of creditors as at April 27, 2021

as submitted Reset Beauty Inc.

(Unaudited)
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 KSV Advisory  
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RESET BEAUTY INC. – KEY INFORMATION 

Industry  Online Seller and Wholesaler of Branded Beauty Products   

Primary Inventory 
 Orosa Nail Paint & Pop Nail Art & Treatment Products                     
vVesca  Multi-Skin Tone Beauty Products 

Competitors  Marc Jacobs Beauty, Kat Von D Beauty, Sephora, Fenty, MAC 

Stock as of Date  March 2021 

Valuation Approach  Desktop Orderly Liquidation Value 

Currency 
 All Financial Information in This Report is Presented in    

 US Dollar ($USD) in Conformity with Financial Reporting 

 

PROJECTED OLV VALUE 

OROSA & VENESA INVENTORY    
 

Assumptions Selling Period as of March 2021 

 Total Inventory at Cost (USD) $278,250 

 Total Estimated* Retail Selling   

 Orosa 

 Vesca 

USD $ 

$1,176,000 

$54,000 

 Total Eligible Inventory at Cost $278,250 

 OLV (% of Total Cost) 68% 

 Liquidation Expenses (Estimated) $67,000 

 Projected Gross OLV Recovery $191,000 

 Projected Net OLV Recovery $124,000 

 Projected NET OLV (% on Cost)  44% 

 Sale Term 6 Weeks 
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 Under this OLV liquidation scenario, the recovery value on ineligible and obsolete 

inventory is considered in the final liquidation sale process and included in the 
recovery values of all product remining. Any such inventory remaining from the 
liquidation sale and would be sold off to Jobbers & Wholesaler re-sellers 
 

 The Sale is projected for a 6-week selling period and would include use of the 
Company’s existing online hosted web page during the sale period, which has 
not been considered in the Liquidation costs noted above 
 

 *The Estimated retail selling price was derived from Orosa and Vesca sales 
records from January 2021 thru April 2021 taking the Net Quantity ÷ by Net Sales 
to arrive at the discounted selling price    

 

 The estimated recovery on the final sale process to Jobber/wholesalers is based 
on 50% of the stock remaining after the liquidation sale scenario ($140,000 Cost) 
which would recover an average of 15% on cost ($21,000) 
  

 Infinity’s estimated liquidation expenses include staff wages, on-line advertising, 
shipping and other certain incidental operating costs 

 

 The Liquidation expenses exclude the Liquidators 20% commission of sale 
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April 20th, 2021 
 

KSV Advisory  
150 King Street W  
Suite 2308 
Toronto, ON 
 
 

Attention: Bobby Kofman  
 

Dear Mr. Kofman, 
 
Pursuant to our appraisal engagement dated April 11th, 2021, whereby you 
retained Infinity Assets Solutions to conduct an inventory valuation and appraisal 
of Reset Beauty Inc.    
 
The purpose of this appraisal is to provide a disinterested statement of the value 
of the subject inventory based on current market conditions and founded on the 
basis of a Desktop Orderly Liquidation Value (OLV) scenario. 
 
The information included in this report is for use by KSV Advisory and their 
designees and is intended only for use in inventory assessment and business 
planning purposes and may be invalid if used for any other purpose.  
 
The effective date of this appraisal is April 11th, 2021. 
 

This appraisal has been developed and is being submitted in compliance with the 
Canadian Personal Property Appraisers Group (CPPAG), as well as Infinity 
Asset Solutions internal guidelines. 
 
Infinity relied upon Company reports and management representation and 
assumed without independent verification that all such information and count 
were accurate and complete in all material respects. 
 
Infinity’s projected recovery values are dependent upon a number of key factors, 
including the proper execution of the exit strategy outlined in this report. In 
addition, where Infinity has not appraised all of the Company’s significant assets, 
certain liquidation strategies to maximize the value of those assets could conflict 
with Infinity’s exit strategy, and adversely affect the projected recovery. Should a 
liquidation become an appropriate exit, Infinity recommends the coordination of 
exit strategies for all asset classes and detailed monitoring. 
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DESKTOP VALUE CONCEPT DEFINITIONS 
 

Orderly Liquidation Value (OLV) &  
Net Orderly Liquidation Values (NOLV) 

 
Defines Orderly Liquidation Value as Follows: 

 
Orderly Liquidation Values (OLV) $191,000 USD 
 
Projected Gross Orderly Liquidation Value: Gross volume of sales generated in a 
Controlled Liquidation Sale process over an extended period of time, defined as the 
market price or sale price given to attract customers to purchase inventory.  
 

Net Orderly Liquidation Values (NOLV) $124,000 USD 
 

Projected Net Orderly Liquidation Value: The amount, net of expenses, excluding 
Liquidator fees and commissions, that would be realized if the business were to wind 
down and the inventory was sold piecemeal, or through appropriate groupings, under a 
scenario whereby the purchaser(s) acquires “as is, where is” for cash or cash equivalent 
over a reasonable period of time to maximize proceeds received. Any deletions or 
additions to the total assets appraised could change the psychological and/or monetary 
appeal necessary to obtain the value indicated. 
 
V A L U E  C O N S I D E R A T I O N S  
Several important factors influenced the Orderly Liquidation Values calculated by 
Infinity during the current appraisal.  Positive and negative recovery factors are 
applicable to the current appraisal and are listed below. 
 
Infinity’s appraisal is based on the current economic conditions and consumer 
confidence.  Any significant change in the economy events, as well as periods of 
general consumer insecurity, could affect the OLV reported within this appraisal. 
 
Positive Factors 
 

 The Company is an established and a well-known seller of Cosmetics and 
Nail Cover Products and Accessories  

 The Company has a good reputation in the Cosmetics and Nail & 
Manicure Industry with the product being made for the Millennial and 
Generations Z group from ethical products, readily available on-line but 
limited at major Retailer sellers across Canada and the US. 

 There is limited seasonality related to the industries sales trend. 
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Negative Factors 

 
 The Company has an exceptionally large Inventory piece count with over 

148,000 items currently in inventory 

 The Company may currently be experiencing major difficulties due to the 
Novel Coronavirus Covid-19  

 The company has very limited exposure the “Big Box Retailers” with 95% 
of all sales being generated by the company’s “Direct to Consumer” online 
Webstore sales 

 No Value consideration was given for the Inventory that may be currently 
in Transit or on order  

Liquidation Costs – Estimated at $67,000 
 
The direct costs of liquidation, which have been considered under this OLV 
scenario, include the following: 

 Marketing and Advertising to Include: Direct Promotion, Client Based 
Advertising, Social Media Advertising 

 On-Site Sales Coordinator & Sale Management 
 Report Accounting 
 Miscellaneous to Include: Certain Out of Pocket Expenses, Etc. 
 Sales Commission Fees were NOT included in this Liquidation Scenario 

but typically run in the 20% range, depending on the level of sales attained 

E X I T  S T R A T E G Y  
Inventory would be liquidated under a “Going Out of Business Liquidation Sale” 
in accordance with the following conditions with all liquidation proceedings being 
conducted under the supervision of an Insolvency Advisor. 
 
Timing and Preparation 
Infinity estimates a limited Sale of 6 weeks with the Sale including the entire 
inventory and it is assumed that given the current timing and market conditions 
that selling the inventory using the company’s current online “Direct to Customer” 
platform along with the marketing to the past customer client base is the only 
practical method of sale. Extending the sale period would expunge any further 
net recovery value due to the overhead and handling costs. A Final Sale process 
would be offered to Liquidators and Jobber/Bulk buyers as the final sale option.  
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S T A T E M E N T  O F  C O N D I T I O N S  
1. The values stated in this Appraisal Report are based on the best judgment 

of the appraiser given the facts and conditions available at the date of the 
valuation and are based on the definition of value stated in the report. 

 

2. The appraisal fee is not contingent upon the values reported, the 
attainment of a stipulated result, or the occurrence of a subsequent event 
directly related to the value opinion. 

 

3. No allowance has been made for any failure or delay in performance due 
to conditions beyond its control including, but not limited to, Force 
Majeure, Acts of God, wars, riots, insurrections, natural disasters, fires, 
acts of terrorism and/or any other cause beyond reasonable control that 
have the effect of disrupting, interfering and/or obstructing any segment of 
the economy and to the impact, if any, of environmental issues that would 
have an effect on the ability to sell or have an effect on the inventory. 
Furthermore, compliance or non-compliance with regulatory agencies that 
may have jurisdiction in this area has not been considered. 

 
4. The information gathered for this appraisal whether through documented, 

hearsay, or other means is believed to be both reliable and correct.  
 
5. No physical inspection was made, and the valuation has been based on 

information supplied and gathered during the review process along with 
information provided to Infinity Asset Solutions by various sources and the 
company online web details. 

 
6. It is assumed that all parties have accurately represented the ownership 

interest in all of the personal property.   
 
7. This appraisal is for the intended use of the client to whom this report is 

addressed and exclusively for the purpose stated. It may not be used for 
any other purpose without the written consent of Infinity Asset Solutions. 

 
8. There was no inspection of assets made, only on a virtual basis on-line. 
 
9. The Effective Date of this appraisal is the only date for which the 

conclusions contained within are valid. As defined in CPPAG, the Effective 
Date of the Appraisal is: "the date at which the value opinion in an 
appraisal applies,...the date of the market conditions that provide the 
context for the value opinion." L U E  
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C E R T I F I C A T I O N  
 
I certify that, to the best of my knowledge and belief: 
 
The statements of fact contained in this report are true and correct. The reported 
analyses, opinions, and conclusions are limited only by the reported assumptions 
and limiting conditions and are my personal, impartial, and unbiased professional 
analyses, opinions, and conclusions and not a guarantee of value.  
 
I have not performed the specified services, as an appraiser or in any other 
capacity, regarding the property that is the subject of this report within the three-
year period immediately preceding acceptance of this assignment.  
 
I have no bias with respect to the property that is the subject of this report or to 
the parties involved with this assignment. 
 
My engagement in this assignment was not contingent upon developing or 
reported predetermined results. 
 
We have no present interest in the property that is the subject of this report, and 
no personal interest or bias with respect to the parties involved. However, as 
auctioneers and liquidators we may have a prospective interest in the said 
property but this in no way will influence our development of a meaningful & 
credible appraisal. 
 
My compensation for completing this assignment is not contingent upon the 
development or reporting predetermined value or direction in that value that 
favors the cause of the client, the amount of the value opinion, the attainment of 
stipulated result or the occurrence of a subsequent even directly related to the 
intended use of this appraisal. 
 
My analysis, opinions and conclusions were developed, and this report has been 
prepared, in conformity with the Canadian Personal Property Appraisers Group. 
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I have made a personal review of the subject information of this report and no 
other company provided significant professional assistance to the person signing 
this report. 
 
Effective date of this appraisal:  April 11th, 2021   
 
 
We trust the foregoing is satisfactory and meets with your approval. 
 
Yours truly,   
 
 
 
 
Bruce Lyle 
President 
Infinity Asset Solutions 
 
  


