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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Reitmans (Canada) Limited

Opinion

We have audited the consolidated financial statements of Reitmans (Canada) Limited (the "Entity"),
which comprise:

e the consolidated balance sheets as at January 30, 2021 and February 1, 2020

¢ the consolidated statements of earnings for the years then ended

e the consolidated statements of comprehensive income for the years then ended

e the consolidated statements of changes in shareholders’ equity for the years then ended

¢ the consolidated statements of cash flows for the years then ended

¢ and notes to the consolidated financial statements, including a summary of significant accounting
policies

(Hereinafter referred to as the "financial statements").

In our opinion, the accompanying financial statements present fairly, in all material respects, the
consolidated financial position of the Entity as at January 30, 2021 and February 1, 2020, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the "Auditors’ Responsibilities for
the Audit of the Financial Statements" section of our auditors’ report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2(b) in the financial statements which indicates that the Entity obtained,
during the year, an initial order from the Superior Court of Quebec to seek protection from creditors
under the Companies’ Creditors Arrangement Act. In addition, the Entity incurred a net loss of $172.2
million for the year ended January 30, 2021, and the Entity’s current liabilities of $284.5 million as at
January 30, 2021 exceeded current assets of $216.8 million.
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affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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As stated in Note 2(b) in the financial statements, these events or conditions, along with other matters
as set forth in Note 2(b) in the financial statements, indicate that a material uncertainty exists that
may cast significant doubt on the Entity's ability to continue as a going concern.

Our opinion is not modified in respect of this matter.
Other Information

Management is responsible for the other information. Other information comprise the information
included in Management’s Discussion and Analysis filed with the relevant Canadian Securities
Commissions.

Our opinion on the financial statements does not cover the other information and we do not and will
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit and remain alert for
indications that the other information appears to be materially misstated.

We obtained the information included in Management’s Discussion and Analysis filed with the
relevant Canadian Securities Commissions as at the date of this auditors’ report. If, based on the
work we have performed on this other information, we conclude that there is a material misstatement
of this other information, we are required to report that fact in the auditors’ report.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards (IFRS), and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Entity or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.
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Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit.

We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Entity's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Entity's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors’ report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the Entity to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.



KkPMG!

Page 4

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the group Entity to express an opinion on the financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

The engagement partner on the audit resulting in this auditors’ report is Marie Valcourt.

Kins 42
T

Montréal, Canada

April 19, 2021

*CPA auditor, CA, public accountancy permit No. A128528



REITMANS (CANADA) LIMITED

CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)
For the years ended January 30, 2021 and Febru2f20

(in thousands of Canadian dollars except per siramints)

Notes 2021 2020

Sales $ 533,362 $ 705,460
Cost of goods sold 7 287,108 341,610
Gross profit 246,254 363,850
Selling and distribution expenses 278,870 353,848
Administrative expenses 32,342 45,149
Impairment of non-financial assets 8,9,10 16,524 2,579
Restructuring costs 14 26,516 -
Results from operating activities (107,998) (37,726)
Finance income 19 13,897 3,173
Finance costs 19 5,744 14,780
Loss before income taxes (99,845) (49,333)
Income tax expense 11 191 23,829
Net loss from continuing operations (100,036) (73,162)
Loss from discontinued operations, net of tax 4 (72,181) (14,264)
Net loss $ (172,217) $ (87,426)
Loss per share: 20

Basic $ (3.52) $ (1.56)

Diluted (3.52) (1.56)
Loss per share from continuing operations: 20

Basic $ (2.05) $ (1.31)

Diluted (2.05) (1.31)

The accompanying notes are an integral part oétbessolidated financial statements.
(1) Comparative figures have been restated to atghapresent the results of continuing and disnoat operations. See note 4.



REITMANS (CANADA) LIMITED
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

For the years ended January 30, 2021 and Februaf2o
(in thousands of Canadian dollars)

Notes 2021 2020
Net loss $ (172,217) $ (87,426)
Other comprehensive income (loss)
Items that may be reclassified subsequently teaetings:
Cash flow hedges (net of tax of $273; 2020 - $401) 16 (754) 1,106
Foreign currency translation differences 16 127 (49)
(627) 1,057
Items that will not be reclassified to net earnings
Actuarial gain (loss) on defined benefit plan (@feax of $nil;
2020 - $1,227) 15 700 (4,325)
Total other comprehensive income (loss) 73 (3,268)
Total comprehensive loss $ (172,144) $ (90,694)

The accompanying notes are an integral part obtheasolidated financial statements.



REITMANS (CANADA) LIMITED
CONSOLIDATED BALANCE SHEETS

As at January 30, 2021 and February 1, 2020
(in thousands of Canadian dollars)

Notes

ASSETS

CURRENT ASSETS
Cash and cash equivalents 5
Trade and other receivables 6
Derivative financial asset 25
Inventories 7
Prepaid expenses 12

Total Current Assets

NON-CURRENT ASSETS

Property and equipment 8
Intangible assets 9
Right-of-use assets 10
Deferred income taxes 11

Total Non-Current Assets
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES

Trade and other payables 12
Derivative financial liability 25
Deferred revenue 13
Income taxes payable

Current portion of lease liabilities 10
Liabilities subject to compromise 14

Total Current Liabilities

NON-CURRENT LIABILITIES
Lease liabilities 10
Pension liability 15
Total Non-Current Liabilities

SHAREHOLDERS' EQUITY
Share capital 16
Contributed surplus
(Deficit) Retained earnings
Accumulated other comprehensive loss 16
Total Shareholders' Equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

Going concern, impact of COVID-19 and CCAA proceegi (note 2(b))
Subsequent events (note 28)

2021 2020

$ 77,915 89,410
10,668 6,313

- 1,124

96,122 147,428
32,100 9,441
216,805 253,716
66,112 88,090
10,331 20,267
103,831 198,097
151 -
180,425 306,454
$ 397,230 560,170
$ 31522 109,674
- 348

12,462 15,042
1,169 3,207
35,303 61,618
204,083 -
284,539 189,889
87,914 152,251
3,092 24,213
91,006 176,464
27,406 27,406
10,295 10,283
(15,162) 156,355
(854) (227)
21,685 193,817

$ 397,230 560,170

The accompanying notes are an integral part oétbessolidated financial statements

On behalf of the Board,
(signed) Stephen F. Reitman, Director

(signed) 8tudsuerriero, Director



REITMANS (CANADA) LIMITED

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
For the years ended January 30, 2021 and Februaf2o

(in thousands of Canadian dollars)

Notes
Balance as at February 2, 2020

Net loss
Total other comprehensive income (loss)15,16
Total comprehensive loss for the year

Share-based compensation costs 17
Total contributions by owners of the
Company

Balance as at January 30, 2021

Balance as at February 3, 2019

Net loss
Total other comprehensive (loss) income 15,16
Total comprehensive (loss) income for

the year

Share-based compensation costs 17

Dividends 16

Purchase of Class A non-voting shares
pursuant to substantial issuer bid 16

Excess of purchase price of Class A non-
voting shares over carrying amount
(including tax of $2,693) 16

Total (distributions to) contributions by
owners of the Company

Balance as at February 1, 2020

Accumulated Other Total

Contributed Retained Comprehensive Shareholders’

Share Capital Surplus Earnings Loss Equity
$ 27,406 $ 10,283 $ 156,355 $ (227) $ 193,817
- - (172,217) - (172,217)

- - 700 (627) 73

- - (171,517) (627) (172,144)

- 12 - - 12

- 12 - - 12

$ 27,406 $ 10,295 $ (15,162) $ (854) $ 21,685
$ 38,397 $ 10,245 $ 292,295 $ (1,284 $ 33,65
- - (87,426) - (87,426)

- - (4,325) 1,057 (3,268)

- - (91,751) 1,057 (90,694)

- 38 - - 38

- - (8,776) - (8,776)
(10,991) - - - (10,991)
- - (35,413) - (35,413)
(10,991) 38 (44,189) - (55,142)
$ 27,406 $ 10,283 $ 156,355 $ (227) $ 193,817

The accompanying notes are an integral part oétbessolidated financial statements.



REITMANS (CANADA) LIMITED

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended January 30, 2021 and Februaf2o
(in thousands of Canadian dollars)

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss

Adjustments for:
Depreciation and amortization
Impairment of non-financial assets
Impairment of goodwill
Share-based compensation costs
Net change in fair value of marketable securities
Net change in transfer of realized (gain) losscash flow hedges

inventory

Foreign exchange gain
Gain on lease re-measurements due to restructuring
Interest on lease liabilities
Interest and dividend income, net
Income tax expense

Changes in:
Trade and other receivables
Inventories
Prepaid expenses
Trade and other payables
Liabilities subject to compromise
Pension liability
Deferred revenue
Cash from operating activities
Interest received
Dividends received
Income taxes received
Income taxes paid
Net cash flows from operating activities

CASH FLOWS (USED IN) FROM INVESTING ACTIVITIES
Additions to property and equipment and intangédsets, net
Proceeds on sale of marketable securities
Cash flows (used in) from investing activities

CASH FLOWS USED IN FINANCING ACTIVITIES
Dividends paid
Payment of lease liabilities

Purchase of Class A non-voting shares for canmellat
Cash flows used in financing activities

FOREIGN EXCHANGE GAIN ON CASH HELD IN FOREIGN
CURRENCY

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH,
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH,
END OF THE YEAR

Supplementary cash flow information (note 24)

The accompanying notes are an integral part oétbessolidated financial statements.

Notes

8,9,10
8,9,10
4
17
19

10,14
10,19
19
11

14
15

8,9,24
19

16
10,24
16

2021 2020
$ (172,217) $ (87,426)
61,031 99,076
38,542 3,893
- 11,843
12 (51)
- 8,264
(250) 1,665
(436) (3,597)
(8,216) -
6,202 7,479
(436) (3,173)
271 22,942
(75,497) 60,915
(4,510) 1,930
51,306 (619)
(22,659) 4,078
(78,644) 11,013
194,615 -
(20,421) 71
(2,580) (167)
41,610 77,221
591 1,820
- 1,582
133 633
(2,139) (4,080)
40,195 77,176
(6,164) (23,475)
- 41,425
(6,164) 17,950
- (8,776)
(46,818) (69,296)
- (43,711)
(46,818) (121,783)
1,292 3,549
(11,495) (23,108)
89,410 112,518
$ 77,915 $ 89410




REITMANS (CANADA) LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended January 30, 2021 and Februaf20

(all amounts in thousands of Canadian dollars exmepshare amounts)

1. REPORTING ENTITY

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

2. BASIS OF PRESENTATION
a) Fiscal Year

The Company’s fiscal year ends on the Saturdagest to the end of January. All references td 201
2020 represent the 52 weeks ended January 30,&2@PEebruary 1, 2020, respectively.

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

Since the coronavirus disease (COVID-19) was dedlar pandemic on March 11, 2020 by Werld
Health Organizationthere have been significant impacts for the Comiparne measures adopted by the
Federal and Provincial governments in order togaig the spread of COVID-19 required the Company
to close all of its retail locations across therdoy effective March 17, 2020. During the periocctafsure,

the Company’s only sales were derived from its evo@rce channel. At the end of May 2020, the
Company began re-opening its retail stores acr@ssgda in accordance with Federal, Provincial and
Municipal regulations surrounding de-confinement.

During the months of December 2020 and January ,281ain provinces mandated renewed lockdown
measures to mitigate the spread of COVID-19 fordimg temporary closure of retail stores in these
provinces. The Company continued to sell throughetcommerce channel to customers during the
applicable periods of closure. Subsequent to yedr#nese lockdown measures were lifted and thid thi

wave of COVID-19 mandated new temporary store ckssin certain regions and provinces. See note 28.

In addition, the Company was eligible and receigedernment assistance during the year, primarndsnfr
the Canada Emergency Wage Subsidy (CEWS), fromramag)introduced as a result of COVID-19. In
total, the Company recognized $37,369, of which $33 was recognized as a reduction of personntd cos
and rent related expenses in continuing operatons$1,979 was recognized in discontinued operation
See notes 4 and 6.

CCAA Proceedings

On May 19, 2020, the Company obtained an initideoithe “Order”) from the Superior Court of Quebec
(the “Court”) to seek protection from creditors endhe Companies’ Creditors Arrangement Act (the
“CCAA”). Under the terms of the Order, Ernst & Yauhnc. has been appointed as the monitor (the
“Monitor”). The CCAA process allows the Company itaplement an operational and commercial
restructuring plan to re-position the Company érg-term success (the “restructuring plan”). Sde ad.

On May 29, 2020, the Company obtained an extersfiohe Order from the Court for an additional stay
period to July 27, 2020. On July 27, 2020, the €Cordered a first extension of the stay period tboDer



16, 2020. On October 16, 2020, the Court ordersdcand extension of the stay period to January 22,
2021. On January 22, 2021, the Court ordered d &éxtension of the stay period to May 28, 2021.

On August 20, 2020, a claims process order (thard process”) was approved by the Court. The daim
process was initiated on September 10, 2020 anede@dtober 21, 2020 (“claims bar date”) as desdribe
in note 2(f)(v).

Restructuring Plan

On June 1, 2020, the Company announced, as pigstrestructuring plan and as approved by the Monit
the closure of the Thyme Maternity and AdditioneHbrands. The restructuring plan led to the closéire
all retail stores and e-commerce for both brandstarthe termination of approximately 1,600 empks/e
in its retail locations and head office. See ndtesd 14.

In accordance with the policies of the Toronto &téxchange (the “TSX”), trading in the Company’s
Common shares and Class A non-voting shares wasisded on May 19, 2020 and the Company’s shares
were delisted from the TSX effective at the clobbusiness on July 29, 2020. On September 3, 2020,
Company’s shares began trading on the TSX Ventuch&hge.

Going Concern

For the year ended January 30, 2021, the Companyred a net loss of $172,217. The Company’s ctirren
liabilities total $284,539 and exceed current aseé$216,805 as at January 30, 2021. On AuguzdZ)

the Company secured interim financing (“DIP Loawf) up to $60,000 with a Canadian financial
institution, as described in note 23.

The deterioration in the Company’s financial pasgitsince the beginning of the fiscal year, the Cany{s
liquidity position as of the date of the approvdltbese consolidated financial statements and the
unpredictability of the outcome of the mattersiagdrom the CCAA proceedings, indicate the existen

of a material uncertainty that may cast signifiamibt about the Company’s ability to continue gsiag
concern.

These consolidated financial statements have besgraged on a going concern basis in accordance with
IFRS. The going concern basis of presentation assuhat the Company will continue its operatiorrs fo
the foreseeable future and be able to realizesggsta and discharge its liabilities and commitmantke
normal course of business. In assessing whetheyding concern assumption is appropriate and whethe
there are material uncertainties that may casifgignt doubt about the Company’s ability to congnas

a going concern, management must take into ac@luavailable information about the future, inclugi
estimated future cash flows, for a period of asi@aelve months following the end of the reporfoggiod.
These consolidated financial statements as at@mithé year ended January 30, 2021 do not inclagle a
adjustments to the carrying amounts and classidicaif assets, liabilities and reported expensasitiay
otherwise be required if the going concern basis ma appropriate. Such adjustments could be naateri

c) Statement of Compliance

These consolidated financial statements have pespared in accordance with International Findncia
Reporting Standards (“IFRS”) as issued by the h&gonal Accounting Standards Board (“IASB”).

These consolidated financial statements wereoaattd for issue by the Board of Directors on Afd,
2021.



d) Basis of Measurement

These consolidated financial statements have pespared on the historical cost basis exceptHer t
following material items:

» derivative financial instruments are measured iatv&lue;

» lease liabilities are initially measured at theserg value of the lease payments that are notgbdink
lease commencement date;

» the pension liability is recognized as the presetiie of the defined benefit obligation less thie fa
value of the plan assets; and

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

e) Functional and Presentation Currency

f)

These consolidated financial statements are pregen Canadian dollars, which is the Company’s
functional currency. All financial information pmsted in Canadian dollars has been rounded to the
nearest thousand, except per share and strikegmoents.

Estimates, Judgments and Assumptions

The preparation of the consolidated financial stetets in accordance with IFRS requires manageroent t
make judgments, estimates and assumptions thatt dffe application of accounting policies and the
reported amounts of assets, liabilities, the dmale of contingent assets and contingent liaksliiethe
date of the consolidated financial statements apdrted amounts of revenues and expenses during the
period. Management has made significant judgment®nnection with the potential impact of COVID-
19 on the Company’s reported assets, liabilitegnue and expenses, and on the related disclpesneg
estimates and assumptions, which are subject hifisent uncertainties. The extent to which COVIB-1
will continue to impact the Company’s businessaficial condition and results of operations will eleg

on future developments, which are highly uncereid cannot be predicted at this time. These future
developments include the speed of COVID-19 vacmnabllouts across Canada, the measures taken by
various government authorities to contain the vand its variants’ spread for potential future waes

well as future customer shopping behavior includnine sales. Accordingly, actual results coulifedi
materially from those estimates and assumptionsrbgdnanagement.

Following are the most important accounting peBcsubject to such judgments and the key sources o
estimation uncertainty that the Company believegdcbave the most significant impact on the repbrte
results and financial position.

Key Sources of Estimation Uncertainty

() Pension Plans
The cost of defined benefit pension plans is detegthby means of actuarial valuations, which
involve making assumptions about discount ratdaréusalary increases and mortality rates. Because
of the long-term nature of the plans, such estimate subject to a high degree of uncertainty.

10



(ii)

(i)

(iv)

(v)

Gift Cards

Gift cards sold are recorded as deferred revendaarenue is recognized when the gift cards are
redeemed. If the Company expects to be entitledai@akage amount for the gift cards, it recognizes
the expected breakage amount as revenue in propddithe pattern of rights exercised by the
customer. Breakage is an estimate of the amougifotards that will never be redeemed. The
breakage rate is reviewed on an ongoing basis srestimated based on historical redemption
patterns.

Inventories

Inventories are valued at the lower of cost andesdizable value. Estimates are required inicaat

to forecasted sales and inventory balances. lmat#iins where excess inventory balances are
identified, estimates of net realizable valuestiigrexcess inventory are made. The Company has set
up provisions for merchandise in inventory that rhaye to be sold below cost. The Company has
developed assumptions regarding the quantity ofchaerdise to be sold below cost based on
historical pattern of sales.

COVID-19 increases the risk of uncertainty reldtethese estimates because they are normally based
on a historical pattern of sales. The impact of T®Y9 required management to apply a higher
degree of judgement in determining the estimatesetaip provisions for merchandise in inventory
that may have to be sold below cost.

Impairment of Non-Financial Assets

The Company must assess the possibility that thging amounts of tangible and intangible assets
(including goodwill) may not be recoverable. Impagnt testing is performed whenever there is an
indication of impairment, except for goodwill anstangible assets with indefinite useful lives for
which impairment testing is performed at least gpeeyear. Significant management estimates are
required to determine the recoverable amount of dagh-generating unit (*CGU”) including
estimates of fair value, selling costs or the distted future cash flows related to the CGU. COVID-
19 increases the risk of uncertainty surroundingnagament’s estimates. Differences in estimates
could affect whether property and equipment, rightise assets and intangible assets are in fact
impaired and the dollar amount of that impairment.

Liabilities subject to compromise

On August 20, 2020, the Court rendered a claimsga®order establishing the rules for the creditors
to submit a proof of claim. This order allowed aters to submit their claims from September 10,
2020 until October 21, 2020 (“claims bar date”)l dlhims are determined as at May 19, 2020, the
date of the Initial Order and therefore, the bemigrof the CCAA process. The Monitor initiated the
process for the identification, resolution and Iayrof claims in connection with the CCAA
proceedings. As of the date of the approval ofdlemsolidated financial statements, it is curgentl
not possible to determine the quantum of the clahmaswill ultimately be allowed by the Court, as
the Monitor’s claims identification, resolution abarring process is not completed and may take
considerable time to resolve. Therefore, amourgstified as liabilities subject to compromise were
based on the information available, which managéntsiieves to be reasonable under the
circumstances. Such estimates and assumptiondjasteal when facts and circumstances dictate. As
future events and their effects cannot be deteminwvéh precision, actual results could differ
significantly from these estimates. Liabilitiedfact to compromise represent the Company’s best

11



(vi)

estimate of liabilities that will ultimately be gelt to the plan of arrangement and compromiskeo t
Company’s creditors.

Leases

In determining the carrying amount of right-of-uessessets and lease liabilities at lease inception and
for lease modifications, the Company is requireddttmate the incremental borrowing rate specific

to each leased asset if the interest rate imphidite lease is not readily determinable. Managémen

determines the incremental borrowing rate of eaasdd asset by incorporating the Company's
creditworthiness, the security, term and value h& tinderlying leased asset, and the economic
environment in which the leased asset operatesinthemental borrowing rates are subject to change
mainly due to macroeconomic changes in the envisesrim

Critical Judgments in Applying Accounting Policies

(i)

(ii)

Operating Segments

The Company uses judgment in assessing the criteeid to determine the aggregation of operating
segments. In order to identify the Company’s regdag segments, the Company uses the process
outlined in IFRS 80perating Segmentsyhich includes the identification of the Chief Gang
Decision Maker (“CODM"), being the Chief Executiv@fficer, the identification of operating
segments and the aggregation of operating segmefssat January 30, 2021, the Company’s
operating segments, before aggregation, have bdemtified as the Company’s three brands:
Reitmans, Penningtons and RW & CO. During the ymated January 30, 2021, the Company
announced as part of its restructuring plan thewi of the Thyme Maternity and Addition Elle
brands. As at and for the year ended January 31,,28e operating results directly attributable to
both brands are presented as discontinued opesat@e notes 4 and 14.

Each operating segment is reviewed by the CODMewiewing their profitability so that the
information can be used to ensure adequate resoareeallocated to that part of the Company’s
operations. The CODM reviews the profitabilitytbé banner as a whole, which includes both the
store and e-commerce channels. This is consistéhttiie omni-channel strategy adopted by the
Company whereby customers can shop seamlessiytdi seores and onlindlhe Company has
aggregated its operating segments into one repersdgment because of their similar economic
characteristics, customers (mainly female) and reatf products (mainly women’s specialty
apparel). The similarity in economic charactersstieflects the fact that the Company’s operating
segments operate mainly in the women apparel bssipemarily in Canada and are therefore subject
to the same economic market pressures. The Congapgrating segments are subject to similar
competitive pressures such as price and produovation and assortment from existing competitors
and new entrants into the marketplace. The opgratégments also share centralized, common
functions such as distribution and information teabgy.

Leases

Management exercises judgment in determining tipeogpiate lease term on a lease by lease basis.
Management considers all facts and circumstancdsctieate an economic incentive to exercise a
renewal option or to not exercise a terminationarptincluding investments in major leaseholds and
store performances. The periods covered by reneptadns are only included in the lease term if
management is reasonably certain to renew.
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Management considers reasonably certain to be h thgeshold. Changes in the economic
environment or changes in the retail industry nmdljpence management’s assessment of lease term,
and any changes in management’'s estimate of |eases tmay have a material impact on the
Company’s consolidated balance sheets and consadidéatements of earnings (loss).

(i) Deferred tax assets
Deferred tax assets are recognized only to theneittis considered probable that those assetdwill
recoverable. This involves an assessment of whesettleferred tax assets are likely to reverse and a
judgment as to whether there will be sufficientaiabe profits available against which they can be
utilized.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have beeriegapgonsistently to all periods presented in these
consolidated financial statements, except as destielow for the adoption of new accounting pesci

a) New Standards and Interpretations not yet Adopted
COVID-19-Related Rent Concessions

On May 28, 2020, the IASB issu€&DVID-19-Related Rent Concessions (Amendment t8 [FR The
amendment is effective for annual periods beginomgr after June 1, 2020. Early adoption is peadit
The amendment exempts lessees from having to amsidividual lease contracts to determine whether
rent concessions occurring as a direct consequanitee COVID-19 pandemic are lease modifications
and allows lessees to account for such rent colresas if they were not lease modifications. [hlegs

to COVID-19-related rent concessions that reduasdgayments due on or before June 30, 2021. ih Apr
2021, the IASB extended the relief to cover remtaasssions that reduce lease payments due on aebefo
June 30, 2022. Rent concessions granted from ladgltturing the year ended January 30, 2021 follgwin
re-negotiation of certain leases did not meet theer@a required fromCOVID-19-Related Rent
Concessions (Amendment to IFRS. & a result, the practical expedient was not iadpland the
amended contracts were accounted for as modifeesbte See note 10.

b) Basis of Consolidation

The consolidated financial statements comprise fthencial statements of the Company and its
subsidiaries. Control exists when the Company Restireg rights that give it the current ability direct
the activities that significantly affect the erdggi returns. The Company reassesses control onguoirg
basis. Subsidiaries are consolidated from the aatehich the Company obtains control until the daée
such control ceases. The financial statementslifigdiaries are prepared as at the same reportimgdpe
of the Company. The accounting policies of subsigaare aligned with the policies of the Compahl.
significant inter-company balances and transactiand any unrealized income and expenses arisong fr
inter-company transactions, have been eliminatgueparing the consolidated financial statemertg. T
Company has no subsidiaries representing indiviglnabre than 10% of the total consolidated assads a
10% of the consolidated net sales of the Compara ard for the fiscal year ended January 30, 2021.
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c) Foreign Currency Translation

Monetary assets and liabilities denominated ini¢preurrencies at the reporting date are transleuted
the functional currency at the exchange rate atdate. Other balance sheet items denominatedergfo
currencies are translated into Canadian dollafseagéxchange rates prevailing at the respectivsa@ion
dates. Revenues and expenses denominated inffangigencies are translated into Canadian dollars a
average rates of exchange prevailing during thegerThe resulting gains or losses on translagicn
included in the determination of net earnings.

d) Foreign Operations

The assets and liabilities of foreign operatioresteanslated to Canadian dollars at exchange adtie
reporting date. The income and expenses of foremgrations are translated to Canadian dollars at
exchange rates at the dates of the transactionsigRocurrency differences are recognized in other
comprehensive income.

e) Discontinued operations

f)

A discontinued operation is a component of the Camy{s activities that either has been disposedrof,

is classified as held for sale, and representsparage major line of business or geographical afea
operations, is part of a single coordinated plardispose of a separate major line of business or
geographical area of operations or is a subsidiaguired exclusively with a view to resale. When an
operation is classified as a discontinued operatioem comparative consolidated statements of egsnin
(loss) are restated as if the operation had bessontiinued from the start of the comparative y&ae
results from discontinued operations are excludedfthe results of continuing operations and are
presented as a single amount net of tax as ear(logg from discontinued operations in the comsdéd
statements of earnings (loss).

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hané, balances and short-term deposits with original
maturities of three months or less.

g) Government assistance

Government assistance is recognized when theeasonable assurance that the Company has met the
requirements of the approved grant program and Gbenpany is reasonably certain based on
management’s judgment that the government grartbeilreceived. Government assistance, including
grants, related to operating expenses is accotdiotexs a reduction to the related expenses. Gowanhm
assistance, including monetary and nonmonetarytgreglated to the acquisition of property and
equipment, is accounted for as a reduction of & of the related property and equipment, and is
recognized in net earnings using the same methmmi®ds and rates as for the related property and
equipment.
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h) Property and Equipment

)

Items of property and equipment are measured atless accumulated depreciation and accumulated
impairment losses. Cost includes expendituresatetirectly attributable to the acquisition of Hsset,
including any costs directly attributable to bringithe asset to a working condition for its intethdse.
Purchased software that is integral to the funetionof the related equipment is capitalized ag p&a
that equipment.

When parts of an item of property and equipmenehdifferent useful lives, they are accounted for as
separate items (major components) of property gagenent.

Depreciation is recognized in net earnings onagtit-line basis over the estimated useful livesaxfh
component of an item of property and equipment.dLiamot depreciated. Assets not in service include
expenditures incurred to-date for equipment notiyailable for use. Depreciation of assets noemise
begins when they are ready for their intended Dggreciation is calculated on the cost of an a$set,

its residual value.

The estimated useful lives for the current and canaifive periods are as follows:

Buildings 10 to 50 years
Fixtures and equipment 3 to 20 years

Leasehold improvements are depreciated over tiser@s the estimated useful life of the asset &ed t
lease term.

Depreciation methods, useful lives and residualieslare reviewed at each annual reporting date and
adjusted prospectively, if appropriate.

Disposals of property and equipment include writis-vom store closures and for fully depreciatieains.
Gains and losses on disposal of items of propertlyemuipment are recognized in net earnings.

Goodwill

Goodwill is measured at the acquisition date adahevalue of the consideration transferred léssriet
identifiable assets of the acquired company orfmss activities. Goodwill is not amortized andasied
at cost less accumulated impairment losses.

Intangible Assets
The useful lives of intangible assets are assdssed either finite or indefinite.

Intangible assets that are acquired by the Compadyhave finite useful lives are measured at &t |
accumulated amortization and accumulated impairrosses. Amortization is calculated on the cost of
the asset less its residual value. Amortizatioed®gnized in net earnings on a straight-line baxgs the
estimated useful lives of the intangible assetsoAiration of intangible assets not in service hegihen
they are ready for their intended use. Intangildsets with finite lives are assessed for impairment
whenever there is an indication that the intangasiget may be impaired.

Intangible assets consist of software with estichaieeful lives of 3 to 5 years for the current and
comparative periods. Amortization methods, usefald and residual values are reviewed at each &nnua
reporting date and adjusted prospectively, if appate.

Disposals of intangible assets include write-offisftilly depreciated items.
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Intangible assets with indefinite useful lives aod subject to amortization and are tested for impant

annually or more frequently if events or changesrnioumstances indicate the asset may be impaiitesl.
useful life of an intangible asset with an inddknuseful life is reviewed annually to determineetter

the indefinite life assessment continues to be sdaple. If not, the change in the useful life asseent
from indefinite to finite is made on a prospectbasis.

k) Leases

The Company recognizes a right-of-use asset agalsa liability based on the present value of futeaee
payments when the leased asset is available fobyisee Company. The lease payments include fixed
and in-substance fixed payments and variable Ipagments that depend on an index or rate, less any
lease incentives receivable. The lease paymengisgeunted using the interest rate implicit in lgse

or the lessee’s incremental borrowing rate. Gehgréthe Company uses the lessee’s incremental
borrowing rate for its present value calculatidrease payments are discounted over the leasewrict)
includes the fixed term and renewal options that @ompany is reasonably certain to exercise. Lease
payments are allocated between the lease liahititya finance cost, which is recognized in finacests
over the lease term in the consolidated statenoér@arnings (loss).

When a contract contains both lease and non-leasgpanents, the Company will allocate the
consideration in the contract to each of the coreptsion the basis of the relative stand-alone jofitkee
lease component and the aggregate stand-alonegfribe non-lease components. Relative stand-alone
prices are determined by maximizing the most olad®evprices for a similar asset and/or service.

Lease payments for assets that are exempt thrdwegshiort-term exemption and variable payments not
based on an index or rate are recognized in seliistyibution and administrative expenses as maclr
Lease incentives received for variable paymenteleame deferred and amortized as a reduction in
recognized variable rent expenses over the tereofelated leases.

Right-of-use assets are measured at cost, lesacanynulated depreciation and accumulated impairment
losses, and adjusted for any re-measurement ot l&abilities. Cost is calculated as the initial
measurement of the lease liability plus any initisect costs and any lease payments made at orebef
the commencement date. Right-of-use assets aredaf@d on a straight-line basis over the shoftdreo
lease term or the useful life.

In sublease arrangements where the Company istirenediate lessor, it determines whether the agble

is finance or operating by reference to the rightise asset. A sublease is a finance sublease if
substantially all of the risks and rewards of tleadhlease right-of-use asset have been transferitbe
sub-lessee and the Company accounts for the sebleastwo separate contracts. The Company
derecognizes the right-of-use asset correspondiriget head lease and records a net investmengin th
finance sublease with corresponding interest incoacegnized in finance income in the consolidated
statements of earnings (loss) and a net investreeatvable recognized in trade and other receigable
the consolidated balance sheets.
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[) Inventories

Merchandise inventories are measured at the loiveosi, determined on an average-cost-basis, and ne
realizable value. Costs include the cost of puseh&ransportation costs that are directly incutodating
inventories to their present location and conditiand certain distribution center costs related to
inventories. The Company estimates net realizedlige as the amount that inventories are expeoted t
be sold, in the ordinary course of business, ks®stimated costs necessary to make the saleg tiako
consideration fluctuations of retail prices duséasonality.

m) Impairment of Non-Financial Assets

All non-financial assets are reviewed at each ripgpdate for indications that the carrying amonnaty

not be recoverable. When there is evidence of impant, an impairment test is carried out. Goodisill
tested for impairment at least annually at the ygaat reporting date, and whenever there is anatidic

that the asset may be impaired. For the purposenpéirment testing, assets that cannot be tested
individually are grouped together into the smallgstup of assets that generates cash inflows from
continuing use that are largely independent ottsh inflows of other assets or groups of assefsmtl

as “cash-generating unit” or “CGU”). Impairmentdes recognized in respect of CGUs are allocatsd fir
to reduce the carrying amount of any goodwill aled to the CGU, and then to reduce the carrying
amount of the other assets in the CGU.

An impairment loss is recognized in net earninghé carrying amount of an asset or its related CGU
exceeds its estimated recoverable amount. The eealole amount is the higher of the value in use and
the fair value less costs to sell. The value inisghe present value of estimated future cashd]awing

a pre-tax discount rate that reflects current ntamkeessments of the time value of money and $ke ri
specific to the asset or CGU. The fair value texsts to sell is the amount for which an asset@U@an

be sold in a transaction under normal market canditbetween knowledgeable and willing contracting
parties, less costs to sell.

For the purpose of impairment testing of properig aquipment and right-of-use assets, each store is
managed at the corporate level, with internal reépgrorganized to measure performance of eachl retai
store. Management has determined that its castragmg units are identifiable at the individualaie
store level since the assets devoted to and clstvengenerated by each store are separately fadoié

and independent of each other.

For the purposes of impairment testing, goodwitjtaed in a business combination is allocated & th
CGUs that are expected to benefit from the synsmgjithe combination. This allocation reflects liheest
level at which goodwill is monitored for intern&porting purposes.

The Company’s corporate assets do not generateasepaash inflows. Corporate assets are tested for
impairment at the minimum grouping of CGUs to whitie corporate assets can be reasonably and
consistently allocated. If there is an indicatibatta corporate asset may be impaired, then tloeeeable
amount is determined for the CGUs to which the cmafe asset belongs.

An impairment loss in respect of goodwill is noteesed. In respect of other assets, an impairnosstis
reversed if there has been a change in the essmeted to determine the recoverable amount. An
impairment loss is reversed only to the extenttimaBsset’s carrying amount does not exceed tin@og
amount that would have been determined, net ofedggdion or amortization, if no impairment loss had
been recognized.
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n) Employee Benefits
(i) Pension Benefit Plans

The Company maintains a contributory defined béngfn (“Plan”) that provides benefits to
Reitmans (Canada) Limited (the “Employer”) execetemployees based on length of service and
average earnings in the best five consecutive yafaemployment. Contributions are made by the
Plan members and Employer. A Pension Committeappsinted under the provisions of the Plan,
is responsible for the administration of the Plal. the investments of the Plan are deposited with
RBC Investors Services Trust, which acts as theodien of the assets entrusted to it. The
investment manager of the Plan’s investments islBEstments Canada Company. The Company
also sponsors a Supplemental Executive Retiremiant (PSERP”) for certain senior executives,
which is neither registered nor pre-funded. Thaisof these retirement benefit plans are deteine
periodically by independent actuaries.

Benefits are also given to employees through défomtribution plans administered by the Federal
and Québec governments. Company contributionseigetplans are recognized in the periods when
the services are rendered.

The Company’s net liability in respect of defineghbfits is calculated separately for each plan by
estimating the amount of future benefits that mersibave earned in the current and prior periods,
discounting that amount and deducting the fair #afiany plan assets.

Defined benefit obligations are actuarially calteth annually by a qualified actuary as at the
reporting date. The actuarial valuations are ddatexchbased on management’s best estimate of the
discount rate, the rate of compensation increagtgement rates, termination rates and mortality
rates. The discount rate used to value the neneldfbenefit obligation for accounting purposes is
based on the yield on a portfolio of Corporate A#hlls denominated in the same currency in which
the benefits are expected to be paid and with téomsaturity that, on average, match the terms of
the defined benefit plan obligations.

The fair value of plan assets is deducted fromdékned benefit obligation to arrive at the net
liability. Plan assets are measured at fair vatuatdhe reporting date. Past service costs ariging
plan amendments are recognized in net earnindeeipdriod that they arise.

Remeasurements of the net defined benefit liabiitlyich comprise actuarial gains or losses, the
return on plan assets, excluding interest, anetteet of the asset ceiling, if any, are recognired
other comprehensive income in the period in whiakytarise and subsequently reclassified from
accumulated other comprehensive income to retaaaungs.

Pension expense consists of the following:
« the cost of pension benefits provided in exchaogenembers' services rendered in the period;

« netinterest expense (income) on the net definadfiidiability (asset) for the period by applying
the discount rate used to measure the net defieeefib obligation at the beginning of the annual
period to the net defined benefit liability (ass&dking into account any changes in the net ddfine
benefit liability (asset) during the period as suleof contributions and benefit payments;

« past service costs; and
e gains or losses on settlements or curtailments.
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(ii)

(iii)

(iv)

Expenses related to defined contribution plangesegnized in net earnings in the periods in which
the services are rendered.

Short-Term Employee Benefits

Short-term employee benefits obligations, whichude wages, salaries, compensated absences and
bonuses, are measured on an undiscounted basiseargpensed as the related service is provided.

A liability is recognized for the amount expectede paid under short-term cash bonuses or profit-
sharing plans if the Company has a present legabstructive obligation to pay this amount as a
result of past service provided by the employed,the obligation can be estimated reliably.

Termination Benefits

Termination benefits are recognized as an expdribe aarlier of when the Company can no longer
withdraw the offer of those benefits and when tlwn@any recognizes costs for a restructuring.
Benefits payable are discounted to their presdoevwahen the effect of the time value of money is
material.

Share-Based Compensation
Share options (equity-settled)

Share options are equity settled share based paymeme fair value of each tranche of options
granted is measured separately at the grant datg asBlack-Scholes option pricing model.
Estimating fair value requires determining the mappropriate inputs to the valuation model
including making assumptions for the expected Maatility, risk-free interest rate and dividend
yield. Compensation cost is expensed over the asvegdpective vesting period which is normally
up to four or five years. The amount recognizedragxpense is adjusted to reflect the number of
awards for which the related service conditionsexgected to be met. Compensation expense is
recognized in net earnings with a correspondingea®e in contributed surplus. Any consideration
paid by plan participants on the exercise of slog#ons is credited to share capital. Upon the
exercise of share options, the corresponding arsquetviously credited to contributed surplus are
transferred to share capital.

Share Appreciation Rights (cash-settled)

The Company’s share option plan includes a Shapregmtion Rights (“SARs”) plan that entitles
key management and employees to a cash paymemt bagée increase in the share price of the
Company’s Class A non-voting shares from the gilate to the vesting date. A liability is recognized
for the services acquired and is recorded at tinewddue of the SARs in other non-current payables,
except for the current portion recorded in tradd ather payables, with a corresponding expense
recognized in selling and distribution and/or adstiative expenses, over the period that the
employees become unconditionally entitled to thgypent. The fair value of the employee benefits
expense of the SARs is measured using the BlacklSglpricing model. Estimating fair value
requires determining the most appropriate inputsthle valuation model including making
assumptions for the expected life of the SARs, tiliiia risk-free interest rate and dividend vyield.
At the end of each reporting period until the ligpiis settled, the fair value of the liability is
remeasured, with any changes in fair value receghia the consolidated statements of earnings
(loss) for the period.
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Performance Share Units (cash-settled)

The Company has a Performance Share Units (“PSPE entitling executives and key
management to a cash payment. A liability is recoghfor the services acquired and is recorded at
fair value based on the share price of the Compa@gimmon shares in other non-current payables,
except for the current portion recorded in tradd ather payables, with a corresponding expense
recognized in employee benefits expense in sedimdydistribution and/or administrative expenses.
The amount recognized as an expense is adjustefléot the number of units for which the related
service and performance conditions are expectetietanet, such that the amount ultimately
recognized as an expense is based on the unitgandia that meet the related service and non-market
performance conditions at the vesting date. Ateth@ of each reporting period until the liability is
settled, the fair value of the liability is remeeeily with any changes in fair value recognizechin t
consolidated statements of earnings (loss) fopéred.

0) Provisions

A provision is recognized if, as a result of a pagnt, the Company has a present legal or cotisteuc
obligation that can be estimated reliably, and ipiobable that an outflow of economic benefitd
required to settle the obligation. If the effecttbe time value of money is material, provisions ar
determined by discounting the expected future dlsts at a pre-tax rate that reflects current marke
assessments of the time value of money and the sig&cific to the liability. Where discounting isedl,
the unwinding of the discount is recognized asrfagacost.

An onerous contract provision is recognized whenekpected benefits to be derived by the Company
from a contract are lower than the unavoidable absteeting its obligations. The provision is measu

at the present value of the lower of the expected of terminating the contract or the expected obs
continuing with the contract. Before an oneroudi@mt provision is established, the Company recoei
any impairment loss on the assets associated aticontract.

p) Revenue
Sale of merchandise

The Company recognizes revenue when control ofjtiogels or services has been transferred. Revenue is
measured at the amount of consideration to whielCitmpany expects to be entitled to, includingalde
consideration to the extent that it is highly priolleathat a significant reversal will not occur.

Customer loyalty award programs

Revenue is allocated between the customer loyaré programs and the goods on which the awards
were earned based on their relative stand-alotieg@rices. Loyalty points and awards granted unde
customer loyalty award programs are recorded asef revenue until the loyalty points and awards a
redeemed by the customer.

Gift cards

Gift cards sold are recorded as deferred revenderevenue is recognized when the gift cards are
redeemed. If the Company expects to be entitledideakage amount for the gift cards, it recognilzes
expected breakage amount as revenue in propoditetpattern of rights exercised by the customer.
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Sales with a right of return

The Company grants rights of return on goods swoldustomers. Revenue is reduced by the amount of
expected returns, which is determined based oarigat patterns of returns, and a related refualblility

is recorded within “Trade and other payables”.ddiion, the Company recognizes a related asséhéor
right to recover returned goods within “Inventofies

q) Finance Income and Finance Costs

Finance income comprises interest and dividendn&;onet gains from changes in the fair value of
marketable securities, as well as foreign exchajages. Finance costs comprise interest expense, ne
losses from changes in the fair value of marketabtairities, as well as foreign exchange losséstdst
income is recognized on an accrual basis and sttengpense is recorded using the effective interest
method. Dividend income is recognized when thetrighreceive payment is established. Foreign
exchange gains and losses are reported on a net bas

Income Tax

Income tax expense comprises current and defaxed tCurrent income taxes and deferred incoms taxe
are recognized in net earnings except for itemegeized directly in equity or in other comprehemsiv
income.

The Company’s income tax expense is based on tes amd regulations that are subject to interpoetat
and require estimates and assumptions that magdiecged by taxation authorities. Current income t

is the expected tax payable or receivable on tkabta income or loss for the period, using taxgate
enacted or substantively enacted at the reporiag, dnd any adjustment to taxes payable in regpect
previous years. The Company’s estimates of curremdme tax assets and liabilities are periodically
reviewed and adjusted as circumstances warranh, asdor changes to tax laws and administrative
guidance, and the resolution of uncertainties thinoeither the conclusion of tax audits or expiratid
prescribed time limits within the relevant statut@he final results of government tax audits atiten
events may vary materially compared to estimatésamsumptions used by management in determining
the income tax expense and in measuring curreatmedax assets and liabilities.

Deferred income tax is recognized in respect ofpary differences between the carrying amounts of
assets and liabilities for financial reporting pogps and the amounts used for taxation purposésirBe
income tax assets and liabilities are measuredyusiacted or substantively enacted income tax rates
expected to apply to taxable income in the yearwhich temporary differences are expected to be
recovered or settled. The effect on deferred iretax assets and liabilities of a change in tagsra
included in net earnings in the period that incluttee enactment date, except to the extent thelates

to an item recognized either in other comprehensigeme or directly in equity in the current oran
previous period.

The Company only offsets income tax assets andifieb if it has a legally enforceable right tdfsét the
recognized amounts and intends either to settke et basis, or to realize the asset and settliéathibty
simultaneously.

A deferred income tax asset is recognized to thenexhat it is probable that future taxable psofill be
available against which they can be utilized. Defgrincome tax assets are reviewed at each regortin
date and are reduced to the extent that it is ngdoprobable that the related tax benefit wiltdaized.
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Deferred income tax assets and liabilities aregea®d on the consolidated balance sheets under non
current assets or liabilities, irrespective of éxpected date of realization or settlement.

Current and deferred taxes attributable to amouwetegnized directly in equity are also recognized
directly in equity.

s) Earnings per Share

Y

The Company presents basic and diluted earningshaee (“EPS”) data for its shares.

Basic EPS is calculated by dividing the net eammioigthe Company by the weighted average number of
Class A non-voting and Common shares outstandinggithe period.

Diluted EPS is determined by adjusting the weigrdedrage number of shares outstanding to include
additional shares issued from the assumed exesti&are options, if dilutive. The number of adutitl
shares is calculated by assuming that the proc&eds such exercises, as well as the amount of
unrecognized share-based compensation, are ugrddoase Class A non-voting shares at the average
market share price during the period.

Share Capital

Class A non-voting shares and Common shares assifiéal as equity. Incremental costs directly
attributable to the issue of shares are recogragealdeduction from equity, net of any tax effects.

When share capital recognized as equity is purchémecancellation, the amount of the consideration
paid, which includes directly attributable costst af any tax effects, is recognized as a dedudtmm
equity. The excess of the purchase price ovecdng/ing amount of the shares is charged to retaine
earnings.

u) Financial Instruments

The Company initially recognizes financial assetshe trade date at which the Company becomedya par
to the contractual provisions of the instrument.

Financial assets are initially measured at faiugalOn initial recognition, the Company classifiess
financial assets as subsequently measured at aiti@tized cost, fair value through other comprehen
income or fair value through profit or loss, depiagdon its business model for managing the findncia
assets and the contractual cash flow charactexisfithe financial assets. If the financial assatot
subsequently accounted for at fair value througtfipor loss, then the initial measurement includes
transaction costs that are directly attributablthebasset’s acquisition or origination.

(i) Financial assets measured at amortized cost

A financial asset is subsequently measured at aedrtost, using the effective interest method and
net of any impairment loss, if:

e The asset is held within a business model whosecti¢ is to hold assets in order to collect
contractual cash flows; and

« The contractual terms of the financial asset gise, ron specified dates, to cash flows that are
solely payments of principal and/or interest.

The Company currently classifies its cash and eaghvalents and trade and other receivables as
assets measured at amortized cost.
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(i) Financial assets measured at fair value throaugher comprehensive income (“OCI”)

A financial asset is measured at fair value throO@gH if it meets both of the following conditionadh
is not designated as measured at fair value thrpugjit or loss:

 Itis held within a business model whose objeciévachieved by both collecting contractual cash
flows and selling financial assets; and

« Its contractual terms give rise on specified dadesash flows that are solely payments of principal
and interest on the principal amount outstanding.

The Company currently has no financial assets nmedsat fair value through OCI.
(ii)Impairment of financial assets

The Company uses the “expected credit loss” modelcélculating impairment and recognizes
expected credit losses as a loss allowance inaheotidated balance sheets if they relate to andfirah
asset measured at amortized cost. The Companys &ad other receivables, typically short-term
receivables with payments received within a 12-hgeeriod, do not have a significant financing
component. Therefore, the Company recognizes immgegit and measures expected credit losses as
lifetime expected credit losses. The carrying amafithese assets in the consolidated balancesheet
is stated net of any loss allowance.

(iv) Financial assets measured at fair value throygofit or loss

These assets are measured at fair value and chifwegeis, including any interest or dividend income
are recognized in profit or loss. Marketable sdmsgiare measured at fair value with changes m fai
value recognized in profit or loss.

(v) Financial liabilities are classified into thelfowing categories
Financial liabilities measured at amortized cost:

The Company classifies non-derivative financiabiliies as measured at amortized cost. Non-

derivative financial liabilities are initially regmized at fair value less any directly attributable

transaction costs. Subsequent to initial recogmjttbese liabilities are measured at amortized cost
using the effective interest method. The Companyectly classifies trade and other payables as
financial liabilities measured at amortized cost.

Financial liabilities measured at fair value thrbygofit or loss:

Financial liabilities measured at fair value angiatly recognized at fair value and are re-meadae
each reporting date with any changes therein razednn profit or loss. The Company currently has
no financial liabilities measured at fair value.

(vi) Non-hedge derivative financial instruments swead at fair value

Non-hedge derivative financial instruments, inchgliforeign exchange contracts, are recorded as
either assets or liabilities measured initiallytiair fair value. Attributable transaction cost® ar
recognized in profit or loss as incurred. All dative financial instruments not designated in agleed
relationship are classified as financial instrursattfair value through profit and loss. Any sulsag
change in the fair value of non-hedge foreign ergeacontracts are accounted for in cost of goods
sold for the period in which it arises.
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(vii) Hedging relationships

The Company may enter into derivative financiattrunsients to hedge its foreign exchange risk
exposures of part of its purchases in U.S. doll@rs.nitial designation of the hedge, the Company
formally documents the relationship between thegiveglinstruments and hedged items, including the
risk management objectives and strategy in undedathe hedge transaction, together with the
methods that will be used to assess the effectsgeokthe hedging relationship. The Company makes
an assessment, both at the inception of the hediggonship as well as on an ongoing basis, whether
the hedging instruments are expected to be effeativffsetting the changes in the fair value @hca
flows of the respective hedged items during théopleior which the hedge is designated.

For a cash flow hedge of a forecasted transadii@ntransaction should be highly probable to occur
and should present an exposure to variations ih flag/s that could ultimately affect reported net
earnings. The time value component of options dedeyl as cash flow hedges is excluded from the
hedging relationships and recorded in other congareire income as a cost of hedging and, presented
separately when significant.

Derivatives used for hedging are recognized itiat fair value, and attributable transaction sost
are recognized in net earnings as incurred. Sulesedai initial recognition, derivatives are measure
at fair value, and changes therein are accounteaksfdescribed below.

Cash flow hedges

When a derivative is designated as the hedginguimg&nt in a hedge of the variability in cash flows
attributable to a particular risk associated witheaognized asset or liability or a highly probable
forecasted transaction that could affect net egmithe effective portion of changes in the faiuea

of the derivative is recognized in other comprehangncome and presented in accumulated other
comprehensive income as part of equity. The amoegugnized in other comprehensive income is
removed and included in net earnings under the darmadtem in the consolidated statements of
earnings (loss) and comprehensive income as thgeldatem, in the same period that the hedged cash
flows affect net earnings. Any ineffective portioh changes in the fair value of the derivative is
recognized immediately in net earnings. If the heglgnstrument no longer meets the criteria for
hedge accounting, expires or is sold, terminateexercised, then hedge accounting is discontinued
prospectively. The cumulative gain or loss previpuscognized in other comprehensive income
remains in accumulated other comprehensive incamtiethe forecasted transaction affects profit or
loss. If the forecasted transaction is no longgeeied to occur, then the balance in accumulatest ot
comprehensive income is recognized immediatelyeirearnings.

When the hedged item is a non-financial assetatheunt recognized in other comprehensive income
is transferred directly to the initial cost of tlzeset.
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v) Fair Value Measurement

When measuring the fair value of an asset or ligtihe Company uses observable market data wheneve
available. Fair values are classified within tae Yalue hierarchy based on the lowest level inpat is
significant to the fair value measurement as a e follows:

« Level 1: quoted prices (unadjusted) in active markar identical assets or liabilities;

« Level 2: inputs other than quoted prices includétthiw Level 1 that are observable for the asset or
liability, either directly (i.e., as prices) or iinélctly (i.e., derived from prices); and

« Level 3: inputs for the asset or liability that aw@ based on observable market data (unobservable
inputs).

Fair value estimates are made at a specific poitime, using available information about the asset
liability. These estimates are subjective in natmd often cannot be determined with precision.r&he
was no change in the valuation techniques apptidthancial instruments during the current yeaiir Fa
values have been determined for measurement agidébosure purposes based on the following methods.
When applicable, further information about the agstions made in determining fair values is disatbse
in the notes specific to that asset or liability.

(i) Financial Assets

The Company has determined that the carrying anafutg short-term financial assets approximates
fair value at the reporting date due to the shematmaturity of these instruments.

(ii) Derivative Financial Instruments

The fair value of foreign currency option contraistsletermined through a standard option valuation
technique used by the counterparty based on Lewgis.

4. DISCONTINUED OPERATIONS

On June 1, 2020, the Company announced, as p#strestructuring plan and as approved by the Mwonit
the closure of the Thyme Maternity and AdditioneErands. This announcement led to the plannedreos
of all retail stores and e-commerce channels relatehese brands.

The financial information presented below is dikgattributable to both brands. All administrateepenses
and various selling and distribution expenses fsbiared, centralized and common functions of the fizom
are excluded from the determination of discontinapérations.
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The operating results are presented as discontiopechtions and the prior year has been restated:

Loss from discontinued operations

For the years ended
January 30, 2021February 1, 2020

Sales $ 74,086 $ 164,037
Cost of goods softl 51,684 83,496
Gross profit 22,402 80,541
Selling and distribution expen$és 20,307 81,097
Impairment of non-financial assés 22,018 1,314
Restructuring costs (note 14) 51,720 -
Impairment of goodwifP - 11,843
Results from operating activities (71,643) (13,713)
Finance cost® 458 1,438
Loss before income taxes (72,101) (15,151)
Income tax expense (recovery) 80 (887)
Net loss income from discontinued operations $ (72,181) $ (14,264)

Loss per share, discontinued operations :

Basic $ (1.48) $  (0.25)
Diluted (1.48) (0.25)

(1) During the year ended January 30, 2021, inventoeiesgnized as cost of goods sold amounted to 6Bq$#81,292 for
the year ended February 1, 2020). In additionttferyear ended January 30, 2021, the Company redartbss of $1,516
($2,204 for year ended February 1, 2020) on writests of inventories as a result of net realizalzsllie being lower
than cost which were recognized in cost of goodt so

(2) The Company recognized grant income in connectitinte Canada Emergency Wage Subsidy of $1,98%eduction of
selling and distribution expenses for the year érddamuary 30, 2021 (nil for the year ended Febriia?p20).

(3) As aresult of the adverse impact of COVID-19 aagart of the restructuring plan resulting in thesare of Addition
Elle and Thyme Maternity, the Company performednapairment test for its non-financial assets. Téwt tesulted in
the recognition of impairment losses of $8,826tezldo right-of-use assets, $10,102 related togntg@and equipment
and $3,090 related to intangible assets for the geded January 30, 2021 (impairment losses of $dlated to right-of-
use assets and $860 related to property and equigorehe year ended February 1, 2020). See néte ®ethodology
and assumptions used in the impairment test.

(4) See note 14 for details of restructuring costalided in discontinued operations. During the yedednlanuary 30, 2021,
right-of-use assets were reduced by $28,455 asd lebilities were reduced by $31,478. A corresfiaggain of $3,023
was recognized in restructuring costs for the pealed January 30, 2021 as lease modificationsineztion with leases
that were disclaimed as part of the CCAA proceesl{imj for the year ended February 1, 2020).
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(5) During the year ended February 1, 2020, goodwif aliocated to one of the groups of cash-generatiitg (“CGUs”), the
Addition Elle banner. The recoverable amount ofAlidition Elle banner CGU was based on value iramgkwas determined
by discounting the future cash flows generated foomtinuing use. As a result of the decline in Aiddi Elle profitability
and an impairment test of goodwill, the Companyréed a goodwill impairment loss of $11,843 inykar ended February
1, 2020 reducing the carrying amount of goodwithilo

(6) Finance costs represent interest expense on iebsitiés.

The following table presents the effect of disconéid operations on the consolidated statementasif ¢
flows:

Net cash flows (used in) from discontinued operatits

For the years ended
January 30, 2021 February 1, 202(

Net cash flow (used in) from operating activities $ (28,077) $ 11,580

Net cash flow used in investing activities (762) (3,490)
Net cash flow used in financing activities (5,903) (15,025)
Net cash flow for the period $ (34,742) $ (6,935)

CASH AND CASH EQUIVALENTS

January 30, 2021 February 1, 2020

Cash $ 75,162 $ 86,432

Short-term deposit® - 2,978

Restricted casf? 2,753 -
$ 77,915 $ 89,410

(1) The Company’s cash held with banks bears intetesiréable rates. Short-term deposits were beadntegest at 0.5% as at
February 1, 2020.

(20 Restricted cash represents cash held in trust@gnadian financial institution as security heldaostandby letter of credit.

TRADE AND OTHER RECEIVABLES

Trade and other receivables include an amount (#2%7related to government grants receivable. The
Government of Canada made available to busines$tsesesl by COVID-19 the Canada Emergency Wage
Subsidy (“CEWS”), which allows companies to claimpartion of employee wages and the Canada
Emergency Rent Subsidy (“CERS”), which allows conipa to claim a portion of rent and occupancy costs
when eligibility requirements are met. As at Jaguz0, 2021, the Company qualified to receive boih t
CEWS and CERS and that there was reasonable assuitzat the amount would be received from the
government. The Company also intends to applyWeiGEWS and CERS in subsequent application periods,
where the qualification criteria continues to be.me

For the year ended January 30, 2021, the Compangméeed grant income of $31,038 related to the GEW
and $1,448 related to the CERS as a reductionllgiggand distribution expenses, and $2,904 relabettie
CEWS as a reduction of administrative expenses.
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7. INVENTORIES

During the year ended January 30, 2021, inventogiesgnized as cost of goods sold amounted to 6892,
(February 1, 2020 - $332,525). In addition, foe §rear ended January 30, 2021, the Company recorded
$14,419 (February 1, 2020 - $9,085) of inventoritamdowns as a result of net realizable value b&ngr

than cost which were recognized in cost of goodl$ smd no inventory write-downs recognized in jjoeg
periods were reversed.

Included in inventories is a return asset for igatrto recover returned goods in the amount o482 as at
January 30, 2021 (February 1, 2020 - $1,898).

8. PROPERTY AND EQUIPMENT

Fixtures and Leasehold

Land Buildings Equipment Improvements Total
Cost
Balance at February 3, 2019 $ 5,860 $ 36,828 1025634 $ 74,262 $219,584
Additions - 1,375 9,922 5,120 16,417
Disposals - (26) (21,751) (30,379) (58)15
Balance at February 1, 2020 $ 5,860 $ 38,177 $80% $ 49,003 $183,845
Balance at February 2, 2020 $ 5,860 $ 38,177 $ 90,805 $ 49,003 $ 183,845
Additions - 326 3,541 2,124 5,991
Disposals - (623) (22,821) (18,484) (41,928)
Balance at January 30, 2021 $ 5,860 $ 37,880 $ 71,525 $ 32,643 $ 147,908
Accumulated depreciation and
impairment losses
Balance atFebruary 3, 2019 $ - $ 14,616 $ 56,973 $ 52,074 $123,663
Depreciation - 1,266 13,280 7,218 21,764
Impairment loss - - 350 2,125 2,475
Disposals - (26) (21,742) (30,379) (52)14
Balance afebruary 1, 2020 $ - $ 15,856 $ 48,861 $ 31,038 $ 95,755
Balance afebruary 2, 2020 $ - $ 15,856 $ 48,861 $ 31,038 $ 95,755
Depreciation - 1,295 7,344 2,923 11,562
Impairment loss - 133 8,255 7,958 16,346
Disposals - (623) (22,768) (18,476) (41,867)
Balance aflanuary 30, 2021 $ - $ 16,661 $ 41,692 $ 23,443 $ 81,796
Net carrying amounts
At February 1, 2020 $ 5,860 $ 22,321 $ 41,944 1%965 $ 88,090
At January 30, 2021 $ 5,860 $ 21,219 $ 29,833 $ 9,200 $ 66,112
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During the year ended January 30, 2021, the Comiemtgd for impairment certain CGUs for which there
were indications that their carrying amounts matyb®recoverable. The impairment related to th@enty
and equipment, intangible assets and right-of-gseta is due to the reduction in profitability g&ds such
that the estimated recoverable amount falls bel@micarrying amount of the CGU.

Impairment losses recognized as follows:

For the year ended January 30, 2021 For the year ended February 1, 2020
Combined Continuing  Discontinued Combined Continuing  Discontinued

Property and equipment $ 16,346 $ 6,244 $ 10,102 $ 2475 $ 1,615 $ 860

Intangible assets 4,456 1,366 3,090 - - -

Right-of-use assets 17,740 8,914 8,826 1,418 964 454
$ 38542 $ 16,524 $ 22,018 $ 3893 $ 2,579 $ 1,314

A reversal of impairment occurs when previously amnged individual retail store locations see inceghs
profitability. When determining the value in uskaoretail location, the Company develops a distedin
cash flow model for each CGU. The duration of¢hsh flow projections for individual CGUs variesbd

on the remaining useful life of the significantetswithin the CGU. Sales forecasts for cash flavesbased
on actual operating results, industry’s expectesvtt rates and management’s experiences. Theestiue
amounts of the CGUs tested for impairment were dasetheir value in use which was determined uaing
pre-tax discount rate of 19.0% (February 1, 2023.0%). During the years ended January 30, 2081 an
February 1, 2020, no asset impairment losses wearsed following an improvement in the profitalilf
certain CGUs.

Depreciation expense related to property and ecempms presented as follows:

For the year ended January 30, 2021 For the year ended February 1, 2020
Combined  Continuing Discontinued Combined Continuing  Discontinued

Selling and distribution expenses$ 10,373 $ 9,223 $ 1,150 $20565 $17,711 $ 2,854
Administrative expenses 1,189 1,189 - 1,199 1,199

$ 11562 $ 10412 $ 1,150 $21,764 $18910 $ 2,854

Property and equipment includes an amount of $E2br{iary 1, 2020 - $1,639) that is not being deated.
Depreciation will begin when the assets are avel&dy use.
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9.

INTANGIBLE ASSETS
Intangible assets consist of software as follows:

January 30, 2021 February 1, 2020

Cost

Balance at beginning of the year $ 37,799 $ 39,167
Additions 726 7,316
Disposals (13,075) (8,684)
Balance at end of the year $ 25,450 $ 37,799
Accumulated amortization and impairment losses

Balance at beginning of the year $ 17,532 $ 17,528
Amortization 6,206 8,688
Impairment loss (note 8) 4,456 -
Disposals (13,075) (8,684)
Balance at end of the year $ 15,119 $ 17,532
Net carrying amounts $ 10,331 $ 20,267

Depreciation expense related to intangible assqgisesented as follows:

For the year ended January 30, 2021 For the year ended February 1, 2020
Combined  Continuing Discontinued Combined Continuing  Discontinued

Selling and distribution expenses$ 3,777 $ 3,496 $ 281 $ 6,750 $ 6,342 $ 408
Administrative expenses 2,429 2,429 - 1,938 1,938 -
$ 6206 $ 5925 $ 281 $ 8688 $ 8280 $ 408

Intangible assets include an amount of $2,570 (Rehrl, 2020 - $3,334) that is not being amortized.
Amortization will begin when the software is avaikfor use.

10. LEASES

The Company leases all of its retail locations esdain office equipment. Retail locations typigdiave a
fixed lease term with additional renewal optionsikable to exercise. The Company has included rahew
options in the measurement of its right-of-use @saad lease liabilities when it is reasonablyaiarto
exercise the options.

Right-of-use assets

Retail Office
locations equipment Total
Balance as at February 3, 2019 $ 208,745 $ 3,668 $212,413
Lease additions 55,597 129 55,726
Depreciation (67,030) (1,594) (68,624)
Impairment loss (note 8) (1,418) - (1,418)
Balance as at February 1, 2020 $ 195,894 $ 2,203 $ 198,097
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Retail Office

locations equipment Total

Balance as at February 2, 2020 $ 195,894 $ 2,203 $ 198,097
Lease additions 28,207 740 28,947

Lease modifications (27,009) - (27,009)
Disclaimed lease® (35,201) - (35,201)
Depreciation (42,182) (1,081) (43,263)
Impairment loss (note 8) (17,740) - (17,740)
Balance as at January 30, 2021 $ 101,969 $ 1,862 $ 103,831

(1) Disclaimed leases represent the right-of-use assktted to certain leases terminated as parteofCBAA process. A
provision related to these leases was recognizbdalitities subject to compromise. See note 14.

Depreciation expenses related to right-of-use agsesented as follows:

For the year ended January 30, 2021 For the year ended February 1, 2020
Combined  Continuing Discontinued Combined Continuing  Discontinued

Selling and distribution expenses$ 42,726 $ 35,652 $ 7,074 $67,341 $56,960 $ 10,381
Administrative expenses 537 537 - 1,283 1,283 -
$ 43263 $ 36,189 $ 7,074 $68,624 $58243 $ 10,381

During the year ended January 30, 2021, right-efassets were reduced by $6,746 and lease liabiitere
reduced by $10,039. A corresponding gain of $3)288 recognized in restructuring costs for contiguin
operations for the year ended January 30, 202#&as® Imodifications in connection with leases thattew
disclaimed as part of the CCAA proceedings (niltfa year ended February 1, 2020).

Lease liabilities

January 30, 2021  February 1, 2020

Balance at the beginning of the year $ 213,869 $ 219,960
Lease additions 28,947 55,726
Lease modifications (28,182) -

Disclaimed leas€? (41,517) -

Payment of lease liabilities (46,818) (69,296)
Interest expense on lease liabilities (note 19) 6,201 7,479
Lease liabilities subject to compromise (note 14) (9,283) -

Balance at the end of the year $ 123,217 $ 213,869
Current portion of lease liabilities $ 35,303 $ 61,618
Non-current portion of lease liabilities 87,914 152,251
Total lease liabilities $ 123,217 $ 213,869

(1) Disclaimed leases represent the lease liabilitdsted to certain leases terminated as part oCfBAA process. A
provision related to these leases was recognizédhitities subject to compromise. See note 14.
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The following table presents a maturity analysigubfire contractual undiscounted cash flows froasée
liabilities by fiscal year:

2022 $ 43,600
2023 28,483
2024 18,722
2025 12,777
2026 8,000
Thereafter 18,392
Total undiscounted lease liabilities $ 129,974

The Company has certain retail locations wherdqustof the lease payments are contingent on &ptge

of sales or where lease payments are made witixed ferm. During the year ended January 30, 201,
Company recognized $2,052 (February 1, 2020 - $2,dDvariable lease payments and $1,310 (February
1, 2020 - $1,011) of lease payments with no fixedtrecorded in selling and distribution expenses.

During the year ended January 30, 2021, the Comparognized expenses relating to short-term lealses
$1,650 (February 1, 2020 - $78) and leases of laluevassets were nil (February 1, 2020 - $45) desubin
selling and distribution expenses.

As at January 30, 2021, $45,437 (February 1, 208288;872) of undiscounted future lease payments are
related to extension options that were not deerodoetreasonably certain to be exercised and wdre no
included in lease liabilities.

. INCOME TAX

Income tax expense
The Company’s income tax expense is comprisedlsvs:

For the years ended
January 30, 2021 February 1, 2020

Current tax expense (recovery)

Current year $ 173 $ 22
Adjustment in respect of prior years (23) (261)
Current tax expense from continuing operations 150 (239)
Deferred tax expense

Origination and reversal of temporary differences (115) 23,591
Changes in tax rates 156 477
Deferred tax expense from continuing operations 41 24,068
Total tax expense from continuing operations $ 191 $ 23,829
Deferred tax expense (recovery) from discontinysetations 80 (887)
Total tax expense $ 271 $ 22,942
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Income tax recognized in other comprehensive income

For the years ended

January 30, 2021 February 1, 2020
Tax recovery Tax recovery
Before tax (expense) Net of tax Before tax (expense) Net of tax
Cash flow hedges $ (1,027) $ 272 $ (755) $ 1,507 $ (401) $ 1,106

Defined benefit

plan actuarial
gains (losses) 700 - 700 (3,098) (1,227) (4,325)
$ (327) $ 272 $ (55 $ (1,591) $ (1,628) $(3,219)

Reconciliation of effective tax rate

For the years ended

January 30, 2021 February 1, 2020

Loss before income taxes $(99,845) $(49,333)
Income tax recovery using the

Company’s statutory tax rate (26,525) 26.57% (13,236) 26.83%
Changes in tax rates 156 (0.16%) 477 (0.97%)
Non-deductible expenses and other

adjustments 221 (0.22%) 1,456 (2.95%)
Change in unrecognized deferred tax

assets 26,564 (26.60%) 36,502 (73.99%)
Tax exempt income - - (429) 0.87%
Effect of tax in foreign jurisdictions (202) 0.20% (680) 1.38%
Adjustment in respect of prior years (23) 0.02% (261) 0.53%
Income tax expense $ 191 (0.19%) $ 23,829 (48.30%)

Recognized deferred tax assets and liabilities

Deferred tax assets and liabilities are attriblgtéds the following:

Assets Liabilities Net
January 30, 2021 February 1, 2020January 30, 2021 February 1, 2020 January 30, 202February 1, 2020

Lease liabilities $ 27,026 $51,771  $ - $ - $ 27,026 $ 51,771
Right-of-use assets - - 27,026 51,771 (27,026) (51,771)
Property, equipment and

intangible assets 2,309 2,219 - 2,309 2,219
Inventories - - 1,621 1,947 (1,621) (1,947)
Derivative financial asset

and liability - - - 272 - (272)
Other - 537 (537) -

$ 29,335 $53990 $ 29,184  $53,990 $ 151 $ -
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Changes in deferred tax balances during the year

Recognized in Recognized in
Balance Recognized in Other Balance Other Balance
February 2, Recognizedin Retained Comprehensive February 1, Recognized in Comprehensive January 30,
2019 Net Earnings Earnings Income 2020 Net Earnings Income 2021
Lease liabilities $ - $51,771 % -$ - $51,771 $(24,745)% - $27,026
Right-of-use assets - (51,771) - - (51,771) 24,745 - (27,026)
Property, equipment
and intangible assets 15,819 (13,600) - - 2,219 90 - 2,309
Inventories (1,420) (527) - - (1,947) 326 - (1,621)
Trade and other
payables 2,696 (2,676) (20) - - - - -
Derivative financial
liability (asset) 129 - - (401) (272) - 272 -
Pension liability 5,649 (4,422) - (1,227) - - - -
Tax benefit of non-
capital losses
carried forward 1,932 (1,932) - - - - - -
Other 24 (24) - - - (537) - (537)
$24,829 $(23,181)$ (20) $ (1,628) $ - $ (121n$ 272 $ 151

As a result of the uncertainties related to the Gamy’s ability to generate future profitable openas, the
Company has determined that it is not probablefthate taxable profits will be available in Canaginst
which deferred tax assets can be utilized. Accgigimo deferred tax assets have been recognizeithdo
Canadian operations.

Unrecognized deferred tax assets

Deferred income tax assets were not recognizedeoodnsolidated balance sheets in respect of Hoafog
items:

January 30, 2021 February 1, 2020

Non-capital losses carry-forward $ 20,460 $ 20,745
Deductible temporary differences 65,450 19,282
Allowable capital losses carry-forward 3,133 3,134
Unrecognized deferred tax assets $ 89,043 $ 43,161

The non-capital losses carry-forward expire betw2@34 and 2041. The deductible temporary difference
and allowable capital losses carry-forward do nqiire under current income tax legislation. Defdrre
income tax assets were not recognized in respetiest items because, as at January 30, 2021s ihgta
probable that sufficient future taxable income Wi available from the Canadian operations tozetithe
benefits.
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12. TRADE AND OTHER PAYABLES

January 30, 2021 February 1, 2020

Trade payables $ 2,098 $ 75,132
Personnel liabilities 10,898 20,441
Other non-trade payables 12,687 9,367
Refund liability 4,439 3,489
Deferred rent and payables relating to premises 1,400 1,245

$ 31,522 $ 109,674

Included in prepaid expenses as at January 30, B0&1 amount of $18,382 (nil as at February 1,0202
representing deposits to vendors for ordered martibke.

13. DEFERRED REVENUE

January 30, 2021 February 1, 2020

Loyalty points and awards granted under loyalty

programs $ 209 $ 847
Unredeemed gift cards 12,253 14,195
$ 12,462 $ 15,042

14. LIABILITIES SUBJECT TO COMPROMISE AND RESTRUCTU RING COSTS

As at January 30, 2021, in connection with the CQ##Aceedings, the Company identified the following
unsecured liabilities subject to compromise:

Trade payables and accruals $ 74,823
Lease liabilities 9,283
Provision for disclaimed leases 51,905
Pension liabilities (note 15) 21,014
Termination benefit liabilities 12,786
Sales and income taxes payable 6,404
Other non-trade payables 27,868

$ 204,083

The liabilities that are not subject to the CCA/Ageedings are excluded from the liabilities subject
compromise.
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Restructuring costs

As described in note 2(b), as part of its restnictuplan and as approved by the Monitor, the Camgpa
closed all retail stores and e-commerce for Thyna¢elkhity and Addition Elle and terminated approxiena
1,600 employees at its retail locations and hedideofin connection with the restructuring plan ahe
CCAA proceedings, the following restructuring costye recognized:

For the year ended January 30, 2021

Combined Continuing Discontinued
Provision for disclaimed leases $ 52,455 $ 9,726 $ 42,729
Gain on lease modifications and disclaimed
leases (notes 4 and 10) (8,216) (5,193) (3,023)
Termination benefits 12,786 7,365 5,421
Inventory purchases cancellation costs and other
expenses 15,725 9,132 6,593
Legal, Monitor and other consulting fees 4,875 4,875 -
DIP lender fees 611 611 -
$ 78,236 $ 26,516 $ 51,720

15. PENSION LIABILITY

The following tables present reconciliations of gemsion obligations, the plan assets and the flistius
of the retirement benefit plans. In connection VBBAA proceedings, the pre-petition portion of gession
liability related to the SERP of $21,014, for whitte fair value of plan assets is $nil, has beelassified
to liabilities subject to compromise and the SEREBxXpected to be terminated effective with thdesatint
of these liabilities through the plan of arrangeitterbe entered into under CCAA. See note 2(f)(d &4.

Funded Status

Fair value of Defined benefit

plan assets obligation Pension liability
As at January 30, 2021
Plan $ 22,676 $ 25,768 $ (3,092)
As at February 1, 2020
Plan $ 23,627 $ 26,737 $ (3,110)
SERP - 21,103 (21,103)
Total $ 23,627 $ 47,840 $ (24,213)
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January 30, 2021

For the years ended

February 1, 2020

Plan SERP Total Plan SERP Total

Movement in the present value of th

defined benefit obligation
Defined benefit obligation, beginning

of year $ 26,737 $ 21,103 $ 47,840 $23,880 $ 20,143 $ 44,023
Current service cost 1,503 394 1,897 1,440 (49) 1,391
Interest cost 694 - 694 884 721 1,605
Employee contributions 109 - 109 165 - 165
Actuarial gain - experience (166) - (166) (300) (931) (1,231)
Actuarial loss - financial

assumptions 173 - 173 3,841 2,364 6,205
Benefits paid from plan assets (3,282) - (3,282) (3,173) - (3,173)
Benefits paid directly by the Company - (483) (483) - (1,145) (1,145)
SERP pension liability reclassified to

liabilities subject to compromise - (21,014) (21,014) - - -
Defined benefit obligation, end of yea$ 25,768 $ - $ 25,768 $26,737 $ 21,103 $ 47,840
Movement in the fair value of plan

assets
Fair value of plan assets, beginnin(

year $ 23,627 $ - $ 23,627 $22,980 $ - $ 22,980
Return on plan assets 707 - 707 1,876 - 1,876
Interest income on plan assets 584 - 584 812 - 812
Employer contributions 1,099 483 1,582 1,115 1,145 2,260
Employee contributions 109 - 109 165 - 165
Benefits paid (3,281) (483) (3,764) (3,173) (1,145) (4,318)
Plan administration costs (169) - (169) (148) - (148)
Fair value of plan assets, end of year§ 22 676  $ - $22676 $23627 % - $ 23,627

For the year ended January 30, 2021, the net defwemefit obligation can be allocated to the plans’

participants as follows:

* Active plan participants 37% (2020 - 7%)
* Retired plan members 57% (2020 - 89%)
» Deferred and other plan participants 6% (2020 - 4%)

The defined benefit pension plan assets are hetcugt and consisted of the following assets categp
which are not based on quoted market prices ircaveamarket:

Equity securities
Canadian — pooled funds
Canadian — real estate fund
Foreign — pooled funds
Total equity securities
Debt securities— fixed income pooled funds
Cash and cash equivalents
Total

January 30, 2021

February 1, 2020

$ 8,213 36% $ 7,901 33%
1,118 5% 1,150 5%
4,049 18% 4,192 18%
13,380 59% 13,243 56%
9,030 40% 10,100 43%
266 1% 284 1%

$ 22,676 100% $ 23,627 100%
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The Company’s pension expense was as follows:

For the years ended

January 30, 2021 February 1, 2020
Plan SERP Total Plan SERP Total

Pension costs recognized in

net earnings
Current service cost $ 1,503 $ 394 $ 1,897 $ 1,440 $ 49 $ 1,391
Net interest cost on net pension

liability 110 - 110 72 721 793
Plan administration costs 169 - 169 148 - 148
Pension expense $ 1,782 $ 394 $ 2,176 $ 1,660 $ 672 $ 2,332

Pension expense for the year ended January 30, B&2been recorded in selling and distributioreagps
for an amount of $1,207 (February 1, 2020 - $1,20id) in administrative expenses for an amount 69$9
(February 1, 2020 - $1,125) in the consolidatetéstants of earnings (loss).

The following table presents the change in theaai@tbgains and losses recognized in other compsae
income and subsequently reclassified from accumdlaither comprehensive income to retained

earnings:

For the years ended

January 30, 2021 February 1, 2020
Plan SERP Total Plan SERP Total

Cumulative loss in retained

earnings at the beginning of

the year $ 2,134 $ 5,534 $ 7668 $ 469 $ 4,101 $ 4,570
(Gain) loss recognized during

the year (700) - (700) 1,665 1,433 3,098
Cumulative loss in retained

earnings at the end of the

year $ 1,434 $ 5534 $ 6,968 $ 2,134 $ 5,534 $ 7,668
(Gain) loss recognized during

the year, net of tax $ (700 $ 4,325
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Actuarial assumptions
Principal actuarial assumptions used were as fstlow

For the years ended
January 30, 2021 February 1, 2020

Accrued benefit obligation:

Discount rate 2.60% 2.60%
Salary increase 4.00% 4.00%
Mortality 2014 Private Sector 2014 Private Sector
Canadian Canadian
Pensioner’s Pensioner’s
Mortality Table, Mortality Table,
projected projected
generationally generationally
using Scale MI- using Scale MI-
2017, adjusted for 2017, adjusted for
pension size pension size

Employee benefit expense:
Discount rate 2.60% 2.60%
Salary increase 4.00% 4.00%

Sensitivity of Key Actuarial Assumptions

The following table outlines the key assumptionglie years ended January 30, 2021 and Februaé2Q,
and the sensitivity of a 1% change in each of thesemptions on the defined benefit plan obligatamd
the net defined benefit plan costs.

The sensitivity analysis provided in the table ygpdthetical and should be used with caution. The
sensitivities of each key assumption have beeruleadr independently of any changes in other key
assumptions. Actual experience may result in obgamg a number of key assumptions simultaneously.
Changes in one factor may result in changes irhanoivhich could amplify or reduce the impact affsu
assumptions.

For the years ended
January 30, 2021 February 1, 2020
Plan Plan SERP Total

(Decrease) increase in defined benefit
obligation
Discount rate

Impact of increase of 1% $ (3,593) $(3,504) $(2,160) $ (5,664)

Impact of decrease of 1% $ 4,176 $ 4,032 $ 2,406 $ 6,438
Salary increase or decrease

Impact of increase of 1% $ 650 $ 619 $ (12) $ 607

Impact of decrease of 1% $ (634) $ (605) $ 12 $ (593)
Lifetime expectancy

Impact of increase of 1 year in expected

lifetime of plan members $ 689 $ 700 $ 617 $ 1,317

Overall return in the capital markets and the leoklnterest rates affect the funded status of the
Company's pension plans. Adverse changes witlecesp pension plan returns and the level of istere
rates from the date of the last actuarial valuati@y have an adverse effect on the funded stattreof
retirement benefit plans and on the Company’s tesiloperations.
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The Company expects $647 in employer contributtorize paid to the Plan in the year ending January
29, 2022. The weighted average durations of the Blapproximately 14 years as at January 30, 2021
(February 1, 2020 - 14 and 11 years, respectivehthe Plan and SERP).

The Company measures its accrued benefit obligatmal the fair value of plan assets for accounting
purposes at year-end. The most recent actuarigtah for funding purposes was as of Decembe2@18
and the next required valuation will be as of Delsen31, 2021.

16. SHARE CAPITAL AND OTHER COMPONENTS OF EQUITY
The change in share capital for each of the yestesllwas as follows:

For the years ended

January 30, 2021 February 1, 2020

Number Number

of shares Carrying of shares Carrying

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

Authorized Share Capital

The Company has authorized for issuance an untinmitenber of Common shares and Class A non-voting
shares. Both Common shares and Class A non-vshiages have no par value. All issued shares Hye fu
paid.

The Common shares and Class A non-voting sharee @ompany rank equally and pari passu with reéspec
to the right to receive dividends and upon anyrithistion of the assets of the Company. Howevethe
case of share dividends, the holders of Class Avading shares shall have the right to receive £Rason-
voting shares and the holders of Common sharektshad the right to receive Common shares.

Purchase of shares under a substantial issuer bid

On June 17, 2019, the Company announced the terits gubstantial issuer bid (the “Offer”) to puaske

for cancellation up to 15,000,000 of its issued antstanding Class A non-voting shares at a pfi&3®0
per share. The Offer commenced on June 20, 201@xpiced on July 26, 2019. The Offer resulted i th
Company purchasing 14,462,944 Class A non-votiregeshhaving a carrying amount of $10,991, for an
aggregate consideration of $43,711 (including eeldatansaction costs of $322), which were subsetyuen
cancelled.

The excess of the purchase price over the cargimgunt of the shares of $35,413 (including tax2)693)
was recognized as a reduction to retained earnings.
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Accumulated Other Comprehensive Income (“AOCI")
AOCI is comprised of the following:

Foreign
Currency
Cash Flow Translation
Hedges Differences Total AOCI

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

of $3,229) 8,815 - 8,815
Transfer of realized gain on cash flow hedges to

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

exchange gain within finance income (net of tax of

$3,583) (note 25) (9,787) - (9,787)
Change in foreign currency translation differences - 127 127
Balance at January 30, 2021 $ - $ (854) $ (854)
Balance at February 3, 2019 $ (352 $ (932 $ (1,284)
Net change in fair value of cash flow hedges (hé¢ao

of $582) 1,609 - 1,609
Transfer of realized gain on cash flow hedges to

inventory (net of tax of $181) (503) - (503)
Change in foreign currency translation differences - (49) (49)
Balance at February 1, 2020 $ 754 $ (981) $  (227)

Dividends

The following dividends were declared and paidhiey Company:

For the years ended
January 30, 2021  February 1, 2020

Common shares and Class A non-voting shares $ - $ 8,776
Dividends per share $ - $ 0.15

During the year ended February 1, 2020, the BoBirectors suspended the quarterly dividend detiain.

. SHARE-BASED PAYMENTS

Share Option Plan

Under the share option plan, the Company canisasdle discretion, grant share options and/or &har
Appreciation Rights (“SARSs”). The share option plamovides that up to 10% of the Class A non-voting
shares outstanding, from time to time, may be dguesuant to the exercise of options granted utiger
plan to key management and employees. Under the ffla granting of options and the related vesting
period, which is normally up to 4 years, are atdiseretion of the Board of Directors and the optiblave a
maximum term of up to 7 years. The exercise praygable for each Class A non-voting share coveyeal b
share option is determined by the Board of Directdrthe date of grant, but may not be less thaltsing
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price of the Company’s shares on the trading dageniately preceding the effective date of the grarite
SARs entitle key management and employees to apaashent based on the increase in the share drice o
the Company’s Class A non-voting shares from tl@iplate to the vesting date. No SARs have beenagta

or are outstanding. Subsequent to year-end, thee siigtion plan was amended to terminate the SARs
program. The change had no impact to these comsetidinancial statements.

The changes in outstanding share options werellasvéo

For the years ended

January 30, 2021 February 1, 2020
Weighted Weighted
Options Average Options Average
(in 000's) Exercise Price  (in 000's) Exercise Price
Outstanding, at beginning of year 1,759 $ 820 1,938 $ 8.06
Forfeited (402) 6.03 (179 6.66
Outstanding, at end of year 1,357 $ 884 1,759 $ 820
Options exercisable, at end of year 1,325 $ 8.90 1,727 $ 8.23

No share option awards were granted or exercisadglthe years ended January 30, 2021 and Febtuary
2020. The cost of granted options are expensedtbgervesting period based on their estimatedvalues
on the date of the grant, determined using thelB&aholes option pricing model.

The following table summarizes information abowrehoptions outstanding at January 30, 2021

Options Outstanding Options Exercisable
Weighted
Range of Number Average Weighted Number Weighted
Exercise Outstanding Remaining Average Exercisable Average
Prices (in 000’s) Contractual Life  Exercise Price  (in 000’s) Exercise Price
$4.40 - $6.00 357 3.18 years $ 5091 357 $ 5091
$6.31 - $6.75 575 3.65 6.69 543 6.71
$11.68 - $15.00 425 1.00 14.22 425 14.22
1,357 2.70 years $ 884 1,325 $ 890

For the year ended January 30, 2021, the Compangme&ed compensation costs of $12 relating tshtse
option plan (February 1, 2020 - $38), with a cqumxling credit to contributed surplus.

Performance Share Units (cash-settled)

The Company has a performance share unit (“PSUa)fpr its executives and key management thatiesti
them to a cash payment. The PSUs vest based omarket performance conditions measured over a three
fiscal-year period (“performance period”). The nienbf PSUs that can vest can be up to 1.5 timeadtual
number of PSUs awarded if exceptional performaaachieved. Upon settlement of the vested PSUs, the
cash payment will be equal to the number of PSUHipliad by the fair value of the Common shares
calculated using the volume weighted average topdiice during the five trading days commencingg fiv
trading days subsequent to the release of the Qoyigolinancial results for the performance period.

No PSUs were granted during the year ended Jard@ar3021 (440,000 PSUs at a weighted average share
price of $3.23 for the year ended February 1, 2020)
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The changes in outstanding PSUs were as follows:

For the years ended
January 30, 2021  February 1, 2020

PSUs PSUs
(in 000’s) (in 000’s)
Outstanding, at beginning of year 760 770
Granted - 440
Forfeited (172) (267)
Expired (138) (183)
Outstanding, at end of year 450 760

As at January 30, 2021, the Company did not expeaneet the minimum non-market performance
conditions required for all issued PSUs to vest.aAesult, the Company did not recognize shareebase
compensation costs related to PSUs for the yeaededdnuary 30, 2021 (recovery of $66 in selling and
distribution expenses and $23 in administrativee@sgs for the year ended February 1, 2020).

18. COMMITMENTS

As at January 30, 2021, financial commitments telpaise goods or services that are enforceablecgaty
binding on the Company, exclusive of additional ants based on sales, taxes and other costs arblpaya

as follows:
Purchase Other Service
Obligations Contracts Total
Within 1 year $ 102,915 $ 3,812 $ 106,727
Within 2 years 5,421 3,561 8,982
Within 3 years 3,462 2,559 6,021
Within 4 years 105 1,544 1,649
Within 5 years - 901 901
Subsequent years - - -
Total $ 111,903 $ 12,377 $ 124,280

For the timing of payments under lease obligatioefer to note 10.

43



19. FINANCE INCOME AND FINANCE COSTS

For the years ended
January 30, 2021  February 1, 2020

Dividend income from marketable securities $ - $ 1,427
Interest income 436 1,746
Foreign exchange gafh 13,461 -
Finance income 13,897 3,173
Interest expense on lease liabilities 5,744 6,041
Net change in fair value and loss on disposal of

marketable securiti€d - 8,264
Foreign exchange loss - 475
Finance costs 5,744 14,780
Net finance income (costs) recognized in net loss $ 8,153 $ (11,607)

(1) Included in foreign exchange gain for the year engnuary 30, 2021, is a realized gain of $9,74fnaturity and disposal of foreign exchange consract
(nil for the year ended February 1, 2020). See abte

(2) During the year ended February 1, 2020, the Compgappsed of its portfolio of marketable securifi@sproceeds of $41,425.

20. LOSS PER SHARE

The number of shares (in thousands) used in the bad diluted loss per share and basic and dillatesl
per share from continuing and discontinued opemataalculations is as follows:

For the years ended
January 30, 2021  February 1, 2020

Weighted average number of shares per basic loesshpee calculations 48,867 55,980
Weighted average number of shares per diluteddesshare calculations 48,867 55,980

As at January 30, 2021 and February 1, 2020, atkesbptions were excluded from the calculationiloited
loss per share as these options were deemed tdikdilative.

The average market value of the Company’s shareguiposes of calculating the dilutive effect oish
options was based on quoted market prices forenegduring which the options were outstanding.

21. RELATED PARTY TRANSACTIONS
Transactions with Key Management Personnel

Key management personnel are those persons (bethtexe and non-executive) who have the authority a
responsibility for planning, directing and contioj the activities of the entity - directly or imdctly. The
Board of Directors (which includes the Chief Ex@eoaitOfficer and President) has the responsibildy f
planning, directing and controlling the activitie§ the Company and are considered key management
personnel. The Board of Directors participate mshare option plan, as described in note 17.

44



Compensation expense for key management persanaglffollows:

For the years ended
January 30, 2021  February 1, 2020

Salaries, directors’ fees and short-term benefits $ 1,336 $ 1,631
Share-based compensation costs 8 8
$ 1,344 $ 1,639

Other Related-Party Transactions

During the year ended January 30, 2021, the Comjpanyred $1,262 (February 1, 2020 - $416) for lega
services rendered by a law firm connected to aert@mbers of the Board of Directors. These transast
are recorded at the amount of consideration paas&blished and agreed to by the related parties.

Liabilities subject to compromise include pensi@bilities related to the SERP of $7,194 payabléh
Company’s President and Chief Executive Officer @hief Financial Officer. See notes 14 and 15.

22. PERSONNEL EXPENSES

For the years ended
January 30, 2021  February 1, 2020

Wages, salaries and employee benefits $ 104,469 $ 191,917
Expenses related to defined benefit plans 2,176 2,205
Share-based compensation costs (recovery of) 12 (50)

$ 106,657 $ 194,072

23. CREDIT FACILITY AND GUARANTEES

At January 30, 2021, the Company had interim (“DéRan”) financing with a Canadian financial institurt
consisting of a revolving credit facility of up $60,000 ($65,000 at February 1, 2020 comprisedaofimum
overdraft protection of $25,000 and $40,000 restddo securing letters of credit, see note 26) thed
facilities available for securing letters of cregditup to $5,000 (or its U.S. dollar equivalents & January
30, 2021, $396 (February 1, 2020 - $2,982) of temahd operating lines of credit were committed for
documentary and standby letters of credit. The cittadhoperating lines of credit are recorded when t
Company considers it probable that a payment hiae toade to the other party of the contract. Tha@amy
has recorded no liability with respect to these wotted operating lines of credit as the Companysduet
expect to make any payments for these items. TiRelIdDan bears interest at the lender’s prime rais pl
5.00% per annum on the outstanding principal amotitite DIP Loan. As at January 30, 2021, no amount
was drawn down on the DIP Loan. The Company sedhiedIP Loan subsequent to obtaining the Order
from the Court to seek protection from its creditander CCAA as described in note 2(b).
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24. SUPPLEMENTARY CASH FLOW INFORMATION

For the years ended
January 30, 2021  February 1, 2020

Non-cash transactions:
Additions to property and equipment and intangédssets

included in trade and other payables $ 1,874 $ 1,382
Lease liabilities included in liabilities subject¢ompromise 9,283 -
Income taxes payable included in liabilities subjec

compromise 184 -

For the year ended January 30, 2021, paymentsaet lkabilities of $46,818 include interest of $4,2
(payments of lease liabilities of $69,296 includintgrest of $7,479 for the year ended Februa®020).

25. FINANCIAL INSTRUMENTS
Accounting classification and fair values

The following table shows the carrying amounts fandvalues of the financial assets and finandaddilities,
including their levels in the fair value hierarclitydoes not include fair value information fordimcial assets
and financial liabilities not measured at fair \@ltithe carrying amount is a reasonable approxonaif the
fair value. The Company has determined that threvédue of its current financial assets and lidieii (other
than those included below) approximates their retbgecarrying amounts as at the reporting dateaunsse
of the short-term nature of those financial insteumts.

February 1, 2020

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

Financial assets measured at
fair value through profit or
loss

Derivative financial asset $ - $ 1,124 % - $ 1,124 $ - $ 1,124 $ 1,124

Financial liabilities measured
at fair value through profit
or loss

Derivative financial liability $ - $ 348 $ - $ 348 $ - $ 348 $ 348
There were no transfers between levels of thevidue hierarchy for the year ended February 1, 2020

Derivative financial instruments

The Company had entered into forward contracts itstbanks on the U.S. dollar. These foreign ergea
contracts extended over a period normally not ekiogetwelve months and were normally designated as
cash flow hedges to mitigate foreign exchange thsit is part of its U.S. dollar purchases. The Camnyp
determined that it no longer met the criteria faede purchases as a result of the Company’s é&ffoetuce
future inventory purchases in response to the tamiogy surrounding COVID-19 and the restructuringnp
(notes 2(b) and 14). During the year ended Jan8@yy021, $130,000 of future U.S. dollar denomidate
purchases, hedged by outstanding forward contsaitts an accumulated gain of $9,787 (net of tax of
$3,583), were no longer expected to occur. As altiegbe Company is no longer designating thesevdod
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contracts for hedge accounting and has reclasdifiecaccumulated unrealized gain associated wébketh
forward contracts from other comprehensive incomeett earnings as part of finance income (notesnt
19) during the year ended January 30, 2021.

During the year ended January 30, 2021, the Compasyemporarily paused its hedging program due to
the uncertainties surrounding future inventory pase commitments as a result of COVID-19 and the
restructuring plan (notes 2(b) and 14). During ykear ended January 30, 2021, forward contracts &ith
notional amount of $60,000 U.S. dollars matured gredCompany disposed of all remaining outstanding
forward contracts with a notional amount of $115,Q0S. dollars, resulting in a foreign exchangen g
$9,741 recognized directly to net earnings as @dihance income. See note 19.

Details of the foreign exchange contracts outstamdi

Notional
Average Amount in Derivative Derivative
Strike Price U.S. Dollars Financial Asset Financial Liability Net
January 30, 2021 $ - $ - $ - $ - $ -
February 1, 2020 $ 1.318 $ 175,000 $ 1,124 $ (348) $ 776

26. FINANCIAL RISK MANAGEMENT

The Company may periodically use derivative finahgistruments to manage risks related to fluctuneti

in foreign exchange rates. The use of derivatimarfcial instruments is governed by the Compangk ri
management policies approved by the Board of DorectThe Company’s risk management policies are
established to identify and analyze the risks fdnethe Company, to set appropriate risk limits eoitrols,
and to monitor risks and adherence to limits. Rslhagement policies and systems are reviewed rggula
to reflect changes in market conditions and the gamy’s activities. Disclosures relating to the Camgs
exposure to risks, in particular credit risk, lidiy risk, foreign currency risk, interest ratekrisnd equity
price risk are provided below.

Credit Risk

Credit risk is the risk of an unexpected loss dustomer or counterparty to a financial instrunfans to
meet its contractual obligations. The Company’afiicial instruments that are exposed to concentrd
credit risk are primarily cash and cash equivalenasle and other receivables and foreign currémmyards
contracts. The Company limits its exposure to itnesk with respect to cash and cash equivalents a
foreign currency forwards contracts by dealing witajor Canadian financial institutions. The Compan
trade and other receivables consist primarily ofejoment assistance receivable and credit cardveddes
from the last few days of the fiscal year, whick settled within the first days of the next fisgaér. Due to
the nature of the Company’s activities and the ¢oedit risk of the Company’s trade and other reaigi®s
as at January 30, 2021 and February 1, 2020, eegpentdit loss on these financial assets is naifsignt.

As at January 30, 2021, the Company’s maximum axed® credit risk for these financial instrumewess
as follows:

Cash and cash equivalents $ 77,915
Trade and other receivables 10,668
$ 88,583
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Liquidity Risk
Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tfedlydue.
The Company’s approach to managing liquidity riska ensure, as far as possible, that it will abvagve

sufficient liquidity to meet liabilities when du&he contractual maturity of the majority of tradedadther
payables is within twelve months.

As at January 30, 2021, the Company'’s currentliteds total $284,539 (of which $204,083 is subjert
compromise in connection with CCAA proceedings €nb4)) and current liquid assets consisting of cash
and cash equivalents total $77,915. During the ywated January 30, 2021, the Company’s lenders
terminated the maximum overdraft protection of $88,and the facilities available for letters ofditeof
$40,000 had been reduced to a maximum of $1,008erGihe deterioration in the Company’s financial
position during the year ended January 30, 20Zlettective elimination of its previous credit fitees and

the continued uncertainty surrounding COVID-19 May 19, 2020, the Company obtained an initial order
(the “Order”) to seek protection from creditors andhe CCAA (notes 2(b)). On August 5, 2020, the
Company secured interim (“DIP Loan”) financing wédhCanadian financial institution. See note 23.

Foreign Currency Risk

The Company purchases a significant amount of éschandise with U.S. dollars and as such significan
volatility in the U.S. dollar vis-a-vis the Canadidollar can have an adverse impact on the Compangss
margin. The Company has a variety of alternatihes it considers to manage its foreign currencyosupe

on cash flows related to these purchases. Thedada but are not limited to, various styles afefgn
currency option or forward contracts, normally notexceed twelve months, and U.S. dollar spot rate
purchases. A foreign currency option contractesents an option or obligation to buy a foreigrrency
from a counterparty. A forward foreign exchangetcact is a contractual agreement to buy or sgbeified
currency at a specific price and date in the futuFee Company may enter into certain qualifyingeign
exchange contracts that it designated as cash Hidging instruments. This results in mark-to-marke
foreign exchange adjustments, for qualifying hedgetruments, being recorded as a component of othe
comprehensive income. As described in note 25yticertainty surrounding COVID-19 and the outcome of
the CCAA proceedings, future purchases for whickifm exchange contracts were designated as aagh fl
hedges are no longer expected to occur. Conseguémitign exchange gains and losses on merchandise
purchases are recorded in net earnings insteadather comprehensive income.

The Company has performed a sensitivity analysistot.S. dollar denominated financial instruments,
which consist principally of cash and cash equiva®f $39,849 and trade payables of $53,874 &rchitte
how a change in the U.S. dollar exchange rate wimnhct net earnings. On January 30, 2021, a 1686 ri
or fall in the Canadian dollar against the U.Slatplassuming that all other variables, in parcuhterest
rates, had remained the same, would have resulted$1,791 increase or decrease, respectivelyhen t
Company’s net earnings for the year ended Janugr®@1.

Interest Rate Risk

Interest rate risk exists in relation to the Compaoash and cash equivalents. Market fluctuatiomsterest
rates impacts the Company’s earnings with respetttérest earned on cash and cash equivalentaithat
invested mainly with major Canadian financial ingions. See note 23 for credit facility details.
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The Company has performed a sensitivity analysisi@nest rate risk at January 30, 2021 to detezrhow

a change in interest rates would impact net easniRgr the year ended January 30, 2021, the Company
earned interest income of $436 on its cash and eqivalents. An increase or decrease of 50 baéigp

in the average interest rate earned during the weatd have increased net earnings by $309 or deetk

net earnings by $259. This analysis assumes thather variables, in particular foreign currenates,
remain constant.

27. CAPITAL MANAGEMENT

The Company’s objectives in managing capital are:
» to ensure sufficient liquidity to support its opwas and to enable the internal financing of cpit
projects;
* to maintain a strong capital base so as to maimaestor, creditor and market confidence; and
* to provide an adequate return to shareholders.

The Company’s capital is composed of shareholdsggity and its access to credit facilities desatibe
note 23. The Company'’s primary uses of capitat@af@éance increases in non-cash working capltaig
with capital expenditures for new store additiangsting store renovation projects, technologyasfructure
including e-commerce, and office and distributiemtce improvements. The Company traditionally fohd
these requirements out of its internally-generai@sh flows. The Company does not have any long-ter
financing debt (other than lease liabilities). Aslanuary 30, 2021, the Company recognized $204083
liabilities subject to compromise as current lidigs as part of the CCAA claims process describetbte
2(b). The timing and quantum of claims that will akowed by the Court and ultimately paid to the
Company’s creditors is currently not possible ttedmine as described in note 2(f)(v). During theA2C
process, the Monitor oversees the Company’s cashdhd capital management.

The Board of Directors does not establish quantégatturn on capital criteria for management, tatiher
promotes year over year sustainable profitable tro®n a quarterly basis, the Board of Directosoal
reviews the level of dividends paid to the Companshareholders and monitors any share repurchase
program activities. In order to conserve cashnarice its ongoing operations, the Company has sdspe

the declaration and payment of any dividends. Thm@any does not have a defined share repurchase pla
and decisions are made on a specific transactigis bad depend on market prices and regulatonyaigsis.

28. SUBSEQUENT EVENTS
Temporary store closures

Subsequent to year-end, during February 2021, tedated lockdown measures in certain regions and
provinces mentioned in note 2(b) were lifted arel @ompany’s stores affected by these measuresrerere
opened. In March and April 2021, a third wave o\NCD-19 and its variants have forced additional meted
lockdown measures in certain regions and proviaogsthe Company experienced further temporary store
closures. The Company can continue to sell throitgjre-commerce channel to customers during the
applicable periods of closure until further extensi or changes are announced and will continuellimaf

all local government and health organization guns.
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