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Court/Estate File No. 31-2675593
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE PROPOSAL TO CREDITORS OF CONFORTI HOLDINGS
LIMITED,
A CORPORATION INCORPORATED UNDER THE ONTARIO BUSINESS
CORPORATIONS ACT, R.S.0. 1990, C. B.16

AFFIDAVIT OF MARIE-EVE BERUBE-COTE

(Sworn October 13, 2021)

I, Marie-Eve Bérubé-Coté, of the City of Montreal, Quebec MAKE OATH AND SAY
AS FOLLOWS:

1. I am the General Counsel, Americas of Moroccanoil, Inc. (“Moroccanoil”). As a result, |
have personal knowledge of the matters to which I hereinafter depose save and except where |
refer to matters based on information and belief, in which case | verily believe that information to
be true. Where the information set out in this affidavit is based upon information that | have

received from others, | have stated the source of that information and believe it to be true.

2. This affidavit is sworn in support of Moroccanoil’s motion for an Order:

@ Declaring that no secured indebtedness (the “Alleged BEI Secured Debt”) is

owing by Conforti Holdings Limited (“CHL”) to Beauty Experts Inc. (“BEI”); and

(b) Prohibiting CHL from accepting a credit bid from Cicaplus Ltd. (“Cicaplus”) of
the Alleged BEI Secured Debt under an asset purchase agreement in respect of the

Warden Property (as defined below) dated as of May 5, 2021 (the “Original
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APA”), as amended by a bid form and amendment dated as of July 15, 2021 (the

“Amendment” together with the Original APA, the “Amended APA”).

l. DESCRIPTION OF THE PARTIES

CHL / BEI / Cicaplus

3. CHL operates salons across Southern Ontario. | have been advised by Thomas Gertner?,
Canadian counsel to Moroccanoil that CHL is a successor to Salon Distribution, Inc. (hereafter
included in the definition of CHL) (“SDI”). CHL commenced these insolvency proceedings on

September 29, 2020. Until recently, CHL owned the Warden Property.

4, BEI claims to be a secured creditor of CHL in respect of the Alleged BEI Secured Debt.

5. Cicaplus is the purchaser of the Warden Property. As part of the purchase price for the

Warden Property it is seeking to use the Alleged BEI Secured Debt in these proceedings.

6. CHL, BEI, and Cicaplus are all entities controlled either directly or indirectly by Tony
Conforti (“Conforti”). Attached hereto and marked as Exhibit A, are true copies of corporate

profile reports for each of CHL, BEI, and Cicaplus.

Moroccanoil

7. Moroccanoil is a significant creditor of CHL. It produces and distributes a popular line of

hair care products in over sixty (60) countries including the United States and Canada. As further

1 I note that in referencing information that | have obtained from U.S. or Canadian counsel to Moroccanoil in this affidavit, |
do not intend to waive any privilege attaching to communications with counsel and Moroccanoil expressly reserves its rights
to assert all applicable privileges.
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described below, it is party to ongoing litigation with CHL in New Jersey (the “New Jersey

Proceedings”).

Il. The Settlement Agreement and its Breach

8. In or around 2009, Moroccanoil began receiving reports of counterfeit Moroccanoil Oil

Treatment products appearing at various retail locations throughout the United States and Canada.

9. After tracing counterfeit Moroccanoil products to salons affiliated with SDI and Conforti.

Moroccanoil sued SDI and Conforti in New Jersey in 2011 (the “2011 Litigation”).

10. On July 15, 2013, SDI and Conforti entered into a settlement agreement with Moroccanoil
to resolve the 2011 Litigation (the “Settlement Agreement”). Attached hereto and marked as

Exhibit B is a true copy of the Settlement Agreement.

11. I note that Conforti in executing the Settlement Agreement signed the agreement as an
authorized officer of SDI, an entity that did not exist at the time as it had by then amalgamated
into CHL. In executing the Settlement Agreement Conforti warranted that SDI had the right and

power to sign and enter into this agreement.

12. Conforti concealed the amalgamation of SDI with CHL from Moroccanoil for over six (6)

years.

13. The Settlement Agreement specifically prohibits SDI from directly or indirectly,
knowingly or unknowingly, diverting or counterfeiting Moroccanoil products anywhere in the

world.
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14, In or about December 2014, Moroccanoil learned that SDI (now CHL) and Conforti
breached the Settlement Agreement and sold or otherwise diverted a significant quantity of

Moroccanoil products to an unauthorized retail store in Macau.

15. CHL’s breaches of the Settlement Agreement are more fully summarized in the Brief in
Support of Plaintiff’s Motion to Enforce Settlement Agreement filed by Moroccanoil in the New
Jersey Proceedings on November 6, 2020, a true copy of which is attached hereto and marked as

Exhibit C.

I11.  The New Jersey Proceedings

16. Moroccanoil filed a Motion to Enforce the Settlement Agreement with the United States
District Court District of New Jersey (the “NJ Court”) in April 2015 on the basis, among other
things, that CHL and Conforti breached the Settlement Agreement by (i) reselling or otherwise
transferring large quantities of Moroccanoil products, either directly or indirectly, to an
unauthorized retail store; and (ii) failing to maintain, create and produce contractually required

records.

17. Conforti and CHL opposed and filed an affirmative Cross-Motion to Enforce Settlement

Agreement in August 2015.

18. The NJ Court preliminarily denied both motions as premature and assigned Magistrate

Judge Hammer to oversee discovery.

19. The parties subsequently engaged in written and oral discovery as directed by the NJ Court.
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20. In accordance with the proof of claim filed in these proceedings attached as Exhibit D to
this my affidavit, Moroccanoil is owed the following amounts by CHL in connection with the New
Jersey Proceedings: (A) “Purchase Requirement Damages” of $374,279 for unfulfilled purchases;
(B) liquidated damages of $860,000 for diversion; (C) reimbursement of legal fees in the amount

$1,237,465.00; and, (D) applicable interest in the amount of $336,013.12.

V. CHL Files the NOI Proceedings

21. CHL filed a Notice of Intention to Make a Proposal (the “NOI”’) under Division 1 of the

Bankruptcy and Insolvency Act (Canada) on September 28, 2020.

22. I am advised by Mr. Gertner that pursuant to Section 50.4(1) of the BIA, as part of the
filing of its NOI, CHL was required to prepare and file a list of the names of its creditors with

claims amounting to two hundred and fifty dollars ($250) or more (the “Initial Creditor List”).

23. I am further advised by Mr. Gertner that pursuant to Section 50.4(6), within five (5) days
of the filing of the NOI, the proposal trustee (the “Proposal Trustee”) was required to send to

every known creditor notice of the filing of the NOI along with a copy of the Initial Creditor List.

24, I understand from Mr. Gertner, that as part of the NOI proceedings, the Proposal Trustee
and Conforti prepared a further list of CHL’s creditors dated as of March 12, 2021 (the “March
12 Creditor List”) in advance of a formal creditors meeting scheduled for April 1, 2021 (the

“April 1 Creditors’ Meeting”).
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V. CHL Fails to Disclose Insolvency Proceedings

25. Despite the legislative requirements noted above, and despite the magnitude of its potential
claim, CHL failed to include Moroccanoil on the Initial Creditor List or the March 12 Creditor
List and Moroccanoil did not receive notice of the filing of the NOI. True Copies of the Initial

Creditor List and March 12 Creditor List are attached hereto as Exhibits E and F respectively.

26. I note that, in addition to not fulfilling these requirements, CHL’s U.S. counsel also failed
to directly provide Moroccanoil or the New Jersey Court notice of the filing of the NOI,
notwithstanding that the New Jersey Proceedings were ongoing, with multiple steps taken during

this period including the hearing of certain motions.

27. On June 7, 2021 (the “Disclosure Date”), Moroccanoil first learned of the NOI
proceedings more than eight (8) months after the NOI was filed, when our U.S. counsel discovered

the Proposal Trustee’s case website in advance of a deposition of CHL.

VI. Prejudice to Moroccanoil From Failure to Disclose Insolvency Proceedings

28. Having not been advised of the NOI proceedings until the Disclosure Date, Moroccanoil
was not provided notice of, or given the opportunity to participate in the following meetings and

hearings that occurred in the NOI proceedings:?

@) Stay extension hearings held on October 26, 2020, December 14, 2020, and January

27, 2021 (the “Stay Extension Hearings”);

2 | obtained my information concerning these matters from the website maintained by the Proposal Trustee in respect of the NOI
proceedings.
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(b) The April 1 Creditors’ Meeting, to consider the terms of a proposal filed by CHL,

which meeting was adjourned until October 29, 2021; and

(©) A hearing held on May 14, 2021, to consider the granting of an Order (the “Sale
Process Order”) approving the sale process (the “Sale Process”) for CHL’s head
office located at 7755 Warden Avenue, Markham, Ontario (the “Warden

Property™).

VII. The Sale Process

29. The Sale Process Order, in the form granted by the Court, included approval of a stalking
horse bid submitted by Cicaplus pursuant to the Original APA that was based on a “credit bid” of,
among other things, the Alleged BEI Secured Debt. A true copy of the Sale Process Order is

attached hereto as Exhibit G.

30. After the Sale Process Order was granted, the Proposal Trustee commenced the Sale

Process.

31. I have been advised by Mr. Gertner that as part of the Sale Process, the Proposal Trustee
received a number of qualifying bids in addition to the Original APA submitted by Cicaplus. An
auction amongst qualified bidders was held on July 15, 2021 and at the conclusion of the auction,
Cicaplus was the successful bidder, having submitted the highest bid as documented by the

Amended APA.

32. As with the Original APA, the Amended APA includes a credit bid of the Alleged BEI
Secured Debt. True copies of the Original APA and Amended APA are attached hereto as Exhibit

H.
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VIIl. The Alleged BEI Secured Debt

33. I have been advised by Mr. Gertner that the Fifth Report of the Proposal Trustee dated

August 13, 2021 states that the Alleged BEI Secured Debt is valued at $1,500,000.

34. On July 16, 2021, Clifton Prophet, Canadian counsel to Moroccanoil wrote to counsel to
the Proposal Trustee, Goldman Sloan Nash & Haber LLP (“GSNH”), to express Moroccanoil’s
concern with respect to the Alleged BEI Secured Debt (the “July 16 Letter”). Attached hereto and

marked as Exhibit 1 is a true copy of the July 16 Letter.

35. On August 12, 2021, GSNH wrote a responding letter to Mr. Prophet in which it advised
that it was of the view that the Alleged BEI Secured Debt, which it stated was incurred in respect
of deferred compensation, was valid (the “August 12 Letter”). In support of its position it attached
a “schedule of compensation”. Attached hereto and marked as Exhibit J is a true copy of the

August 12 Letter inclusive of the schedule of compensation.

36. The schedule of compensation is one page, undated and seems to have been prepared by
Conforti or a party acting on behalf of Conforti. No source documentation is included with or

referenced in the schedule of compensation.

IX. Registration of the Alleged BEI Debt

37. Attached hereto and marked as Exhibit K is what | understand to be the security agreement

being relied upon by BELI.
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38. Attached hereto and marked as Exhibit L are true copies of Personal Property Security
Act (Ontario) (“PPSA”) searches obtained in Ontario against CHL with a file currency date of

September 14, 2021 (“PPSA Searches”).

39. I have been advised by Mr. Gertner that the PPSA Searches reveal that BEI did not register

its alleged secured interest under the PPSA until February 24, 2021 (the “BEI Registration”).

40. I note that the BEI Registration occurred after the NOI had been filed and each of the Stay

Extension Hearings had been held.

41. I understand in reviewing the Proposal Trustee’s case website for this matter, that at no
time did the Proposal Trustee or CHL disclose as part of the Stay Extension Hearings, to the
creditors or the Court, that BEI, which was a related party, did not actually have a perfected

security interest prior to the BEI Registration Date.

42. I note that Conforti attached PPSA searches (the “October Searches”) to his affidavit
sworn as of October 21, 2020 (the “October 21 Affidavit”), in support of the first stay extension
that reflected that no registration was held by BEI. Attached hereto and marked as Exhibit M are

true copies of the October 21 Affidavit without exhibits and the October Searches.

43. I find this to be concerning as | understand from Mr. Gertner that if the stay of proceedings
was not extended at the Stay Extension Hearings, a bankruptcy would have occurred, and BEI
would not have been able to advance its secured claim on the basis that it had not been perfected

as of the date of bankruptcy.

44, This may in turn have significantly increased recoveries for CHL’s unsecured creditors.
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45, The effect of CHL’s non-disclosure of the Alleged BEI Secured Debt exacerbated the
prejudice suffered by Moroccanoil of being effectively shutout of the CHL insolvency

proceedings.

46. The failure to disclose this information seems to me to be highly prejudicial to CHL’s
stakeholders. It seems to me to be part of a pattern of non-disclosure by CHL, both in and outside
of these proceedings. It seems highly unfair to me that such information was not disclosed to either

CHL or its stakeholders at the Stay Extension Hearings.

47. Had Moroccanoil received notice of the Stay Extension Hearings, it would have opposed
the extensions, particularly had it been aware that a related party like BEI was going to assert a

security interest later that had the effect of depriving arms’ length creditors of value.

SWORN before me by video-conference at the City of Toronto,
in the Province of Ontario this 13" day
of October, 2021

Commissioner for taking affidavits, etc. MARIE-EVE BERUBE-COTE
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Conforti Holdings Limited

Antonio Conforti
on Tuesday, December 7, 2021

77 King Street West, Suite 2020
Toronto, Ontario M5K 1A1

neesonsreporting.com | 416.413.7755



Conforti Holdings Limited

Antonio Conforti on 12/7/2021 6 (21 - 24)
1
1 Conforti . Page 21 1 mne, ne and ny wife. And BE is nme and ny Wip?g? I3
2|63 Q Did it -- yes. kay, that's 2|75 Q Right. So you and your wife
3 hel pful . 3 don't own the shares of Conforti Holdings
4 Did it have any other business other 4 Li mted through Beauty Experts Inc.?
5 than the salon that Conforti Holdings ultinmately 5 A No.
6 owned? 6|76 Q You own those shares directly
7 A Yes, yes. 7 yoursel f then?
8|64 Q BElI di d have other business. 8 A Yes. You say nyself. | don't
9 What was that other business? 9 understand the point -- the question.
10 A We whol esal e. 10 MR, SACHDEVA: Sorry. You didn't
11|65 Q Whol esal e? 11 under stand the question?
12 A Whol esal e. 12 THE WTNESS: No. He says I'mthe
13|66 Q Whol esal e? 13 owner, but | no renenber if BE is under --
14 A Yep. 14 MR PROPHET: Okay. You have to --
15|67 Q So BEI whol esal ed sal on and 15 MR SACHDEVA: |'Ill (indiscernible) --
16 beauty products as well as, as you say it, 16 MR, PROPHET: Sir, you have to talk to
17 organi zing the 25 salon conpanies. |s that a 17 me prinmarily.
18 true statement? 18 THE W TNESS: Yep.
19 A Yes, yes. 19 BY MR PROPHET:
20|68 Q So then sonme of the revenue and 20|77 Q So if you have a question. You
21 income, if it was earning incone, that Beauty 21 just told nme --
22 Experts had, would have been from whol esaling 22 A Just talk with ny
23 beauty and hair products, right? 23 (indiscernible).
24 A Yep. 24178 Q It's okay. But you have to talk
25169 Q I want to ask a few nore 25 to ne directly nostly, okay? Unless your
1 guestions about your conpanies, M. Conforti ?age 22 1 counsel and | agree otherw se, okay? Page 24
2 Wio are the sharehol ders of Conforti 2 A Yep.
3 Hol di ngs Limted? 3 MR SACHDEVA: | won't be answering
4 A Me and ny wife. 4 any questions. Don't worry, counsel.
5|70 Q And your wife's name is Sylvia 5 MR PROPHET: No. You can answer at
6 Conforti. Is that right? 6 tines. | just want to speak directly with the
7 A Yes, yes. 7 Wi tness --
8|71 Q Wio are the sharehol ders of 8 MR SACHDEVA: O course.
9 Beauty Experts Inc.? 9 MR PROPHET: -- predominantly as we
10 A Me. 10 do these things.
11|72 Q You al one? 11 BY MR, PROPHET:
12 A I think so. M or ny wife, or 12|79 Q You just told me, M. Conforti,
13 just me. I'msorry. Forget that. | don't 13 that you and your wife were the sharehol ders of
14 renenber very well 100 percent. 14 Conforti Holdings Limted. And that you and,
15|73 Q Counsel, can you undertake to 15 maybe, your wife - and your counsel is going to
16 advise ne of the identity of the sharehol ders of 16 clarify that - were the sharehol ders of Beauty
17 Beauty Experts if it is different than what your 17 Experts Inc. So you told ne those things,
18 Wi t ness just said? 18 right?
19 uT MR SACHDEVA: Yes. 19 A Yes.
20 MR, PROPHET: Thank you. 20|80 Q And then | asked you whet her
21 BY MR, PROPHET: 21 Beauty Experts Inc. was a sharehol der of
22|74 Q So Beauty Experts Inc. is not a 22 Conforti Holdings Linmted, and you told ne, no,
23 shar ehol der of Conforti Hol dings Linited, then. 23 it was not. That's right, correct?
24 Is that right? 24 A Conforti Holding is -- Conforti
25 A To ne, is the sane. Conforti is 25 Hol di ng Beauty Expert is the same like -- it's a

neesonsreporting.com
416.413.7755
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Conforti Holdings Limited

Antonio Conforti on 12/7/2021 18 (69 - 72)
1 A Yeah. Page 69 1 BY MR PROPHET: Page 71
21303 Q -- your wife? OGCkay. | 21315 Q Al right. But within that
3 under stand your -- 3 15 million, M. Conforti, | understand you to
4 A Me and -- 4 say that Floriana would have been paid. |Is that
5|304 Q -- your answer. 5 correct?

6 A -- ny wife. 6 A Fl ori ana has been paid by

71305 Q Can | take you down to another 7 Conforti Holdings Linmted, yes.

8 line itemin this income statenent that says 8|316 Q And it's your understanding that
9 salary and wages? And, counsel -- 9 that would appear in this line itemthat we are

10 A Sal ary. 10 tal ki ng about at "salary and wage"?

11(306 Q -- this may be -- so you -- 11 A I think this should be, yeah.

12 A I nvoi ces. 12 But I'mnot an account. 1'd like to ask ny
13|307 Q Sal ary and wages. 13 account .

14 MR SACHDEVA: Yes, we are aware. 14317 Q You can do so and you can
15 BY MR PROPHET: 15 undertake to let me know whether Floriana's
16|308 Q $15, 204,390 in the year ending 16 payment, conpensation was included in that
17 March 31, 2019. Do you see that, sir? 17 expense.

18 A Yep. 18 uT MR SACHDEVA: Yes.
191|309 Q | assume, and you'll have to tell 19 MR, PROPHET: Thank you.

20 me if this isn't right, that that salary and 20 THE WTNESS: Sure, Floriana is paid

21 wages includes hairstylists working in the 21 by Conforti.

22 sal on, correct? 22 BY MR. PROPHET:

23 A For sure. 231318 Q We're going to get an answer,

241310 Q It has to, right? 24 your counsel has just said, after talking with

25 A Yeah. 25 your --
1|311 Q Because you told nme there's Orl??se 70 1 A Thank you. Page 72
2 ei ght other enployees in CHL, and they're not 21319 Q I1'd like to go back to your
3 making $15 mllion, are they? 3 affidavit, M. Conforti. Please go to
4 A No. 4 paragraph 17 again.

5]312 Q Right. So for that salary and 5 A (Wtness revi ews docunent.)

6 wages of 15,204,000, some odd, dollars, can you 6320 Q Better, let's go to paragraph 22.
7 tell me whether that represents all the 7 So in paragraph 22, why don't you take a nonent
8 hairstylists for all the salons, or just sone of 8 toread it, sir.

9 the hairstylists who were working directly for 9 A (Wtness reviews docunent.)

10 Conforti Holdings Linmited and salons it 101|321 Q You've read it, sir?

11 oper at ed? 11 A Yes, yes.

12 A I can't answer you right now | 121|322 Q So in the third sentence, you say
13 gotta talk with my account. 13 that "we," and by that, | think, it's you and
14313 Q Ckay. Perhaps you can undertake 14 your wife, is that right? Wen you say "we"

15 to get back to ne on that, counsel? 15 t her e?

16 uT MR. SACHDEVA: Sure. Wether the 16 A Yes. Yes, sir.

17 wages of 15 million and change represent 171323 Q Deci ded $50, 000 per nonth woul d
18 payments to sonme or all of these hair salon 18 be an appropriate nmanagenent fee, that's what
19 wor kers, stylists. 19 you're saying there, right?

20 BY MR, PROPHET: 20 A Yep.

211314 Q Correct. And if all or if soneg, 211324 Q Did you or your wfe get any

22 to confirmthat that is with respect to only to 22 advi ce about the appropriate |evel of managenent

23 hair salons operated directly by Conforti 23 fee that you say you started to charge then?

24 Holdings Limted. That's the second part. 24 A We' ve been in this business for

25 uT MR SACHDEVA: Ckay. 25 45 years. W created the conpany. W' ve been

neesonsreporting.com
416.413.7755
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Conforti Holdings Limited

Antonio Conforti on 12/7/2021 19 (73 -76)
1 wor ki ng very, very hard, 45 years. W startggge 3 1 infornmation, even nine to ten years, you havga?g i
2 thi s business when we are 23, 24 years ol d. 2 renovate the location where you are. And this
3 Today, I'mgoing to be 70 in two nonths; ny wife 3 is a very expensive renovation. Wrking in the
4 is going to be 67. | work for eight, nine years 4 Eaton Centre, Square One, Oxford, Cadillac
5 during the extension for very snall salary for 5 Fairview, Avant Garde, those (indiscernible)

6 nine years, for snall salary. And after eight 6 very expensive malls. And basic, we thinking to
7 years, |'mentitled to be paid. And as around 7 start not retire 100 percent, because | |ove

8 2018, in the kitchen table, ne and ny wife, 8 what |'mdoing, nmy wife (indiscernible). Just

9 having a dinner and talk about think to retire. 9 working just a little bit Iess hours because

10 So how do we going to retire? | gotta collect 10 I'"ve been work all my life. For that day | drop

11 some ny noney. | need sonme noney to collect 11 inthis -- | cone in this city in 1975, seven

12 because we work seven days, 80 hours a week. W 12 days a week, and 13, nmininum 12, 14 hours a day.

13 (indiscernible) nmy car have 120 kil ometres -- 13|327 Q So you wanted --

14 120, 000 kilonetres a years to go location to 14 A I need sonme noney to -- | need ny

15 location to talk with nmanager and so-so. The 15 noney to be retire.

16 work | did for the last eight, nine years, | 161|328 Q You wanted to catch up starting

17 think it's worth $50,000 a nonth. And | want to 17 in 2018, then, for some of the work, you're

18 be paid 50,000 a nonth because without nme, this 18 telling me, you've done in the past --

19 conmpany is worth nothing. In reality, | want to 19 A Yes.

20 save this conpany because | put all ny offer 201|329 Q -- and particular during the

21 [sic] my energy. | know one thing in this 21 expansion, right?

22 world, I'ma hairdresser. That's what | know, 22 A Yes, sir. And before.

23 open hair salon. And opening goes very spencil 23(330 Q And before. Over the history of

24 (phonetic). Mall, shopping centre where rent is 24 your work with the conpany, you wanted to start

25 very spencil, and stay in business for 1977 to 25 to catch up for that, correct?

Page J4 Page 7
1 2000. 1 A Try to get sone noney for ny
2 (Reporter seeks clarification.) 2 retirenent, me and ny wfe.
3 THE WTNESS: No problem Go ahead. 3331 Q Right. And so it included noney
4 MR PROPHET: Expensive. 4 and conpensation for lots of work you' ve done in
5 THE WTNESS: The rent is very 5 the past, right?
6 expensi ve inside the shopping centre, yes. Very 6 A What ever | deserve | think. |
7 expensive real estate. 7 think $50,000 a nonth for all the work | work
8 BY MR PROPHET: 8 for mninumwage for eight, nine years.
91325 Q So you and your wife decided that 91332 Q For the whol e period of your work

10 to -- in order to get noney out of the business 10 there, you wanted to get caught up. |
11 that, you tell me, you'd worked at building, you 11 under st and.

12 wanted to start to try and take it out by 12 A No whol e period. The last eight,
13 recording a managenent fee. That's what you and 13 nine years. Before | usually nmake a lot of
14 your wife decided, and you thought that was 14 noney.

15 fair. That's what you guys decided, correct? 15|333 Q Right. For the period --

16 A I"m-- 2018, 1'm 67 years ol d. 16 A | usually nake big wages. | nake
17 M wife is 65 years old. W think to sonme 17 a lot of bonus, a lot of profit, everything. |Is
18 retirenent. 18 everything in the paper.
191|326 Q Right. So it's not -- 19|334 Q But you stopped doing that, you

20 A And (inaudible) own nerit. But 20 say, in your affidavit in 2010 when you're doi ng

21 famly is all everybody working. | want sonme 21 t he expansi on?

22 time off, too. So 2018, we talk. After we 22 A Yes.

23 finish the extension, (indiscernible) stores, 231335 Q And so for at least --

24 plus or the renovation | did in those period of 24 A Yes. Because --

25 tine in eight years, because for your 25336 Q -- that -- can | just finish
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Page 77 Page 79
1 ny -- 1 A Today |I'm --
2 A Because -- 21348 Q It's just a question. | --
31337 Q -- question. 3 A 1'"'m70 years old today. 1'm70
4 A -- the conpany needs noney, 4 years old. | can't retire now because we are in
5 because | want to spend -- | want to open nore 5 this COVID things. W' ve been have 23 nonths
6 store. 6 very, very tough. Nunber 1. What | cone for
71338 Q Right. So the 50,000 a nonth 7 and what ny parents teach nme, it teach e
8 represents, in sone sense as | was saying, a 8 respect. Basic, | have a lot of respect for ny
9 catch-up for what you had done over that 9 enpl oyee. | have 700 enpl oyee, cone with ne
10 expansion period, right? 10 when it's 17 years old. Today those enpl oyees
11 A | think I -- | think | deserve 11 40, 50, narried, have kids, have a nortgage and
12 with your due respect. 12 everything. M heart is breaking about ny
131|339 Q So just to answer ny question. 13 enployee. First thing | want to do in ny life
14 But in your mind it represents, at |east -- 14 to set those enployee to get a job. | have
15 A Yep. 15 peopl e ei ght nonths ago, ten nonths ago crying,
16340 Q -- a portion of the reason for 16 Tony, are you going to shut down? Because we
17 it, is a catch-up for the period during the 17 shut down a few location. | think you know
18 expansi on when you didn't take noney? 18 t hat .
19 A | spend all this noney. | left 191|349 Q M. --
20 all ny rmoney there. | never -- | take very 20 A One (indiscernible) they shut me
21 m ni mum wage. Like, very small salary for 21 down because wants be paid full rent.
22 eight, nine years. | want -- sonebody gotta pay 221350 Q As with everything, M. Conforti,
23 ne. 23 nmy questions go to how we do things, not
241341 Q So you woul d agree -- 24 necessarily why we do things. So | want to just
25 A Now |'m - - 25 go back to the question | asked, and |'ve
1|342 Q You'd agree with what | -- Page 1 1 listened to your answer -- Page 80
2 A Now I'm 66, 67 years old, I'm 2 A Yes.
3 thinking to retire. How you going to retire if 3351 Q -- very carefully and the
4 you don't get sone noney? 4 question --
51343 Q And you' ve absolutely told me 5 A Thank you.
6 that. | understand your answer on that. So all 6|352 Q -- | asked was a sinple one, and
7 I want you -- 7 it's not whether you should have as necessarily.
8 A Thank you. 8 | can say whatever | want about that, whether
9|344 Q -- to do is give ne a "yes" or 9 you shoul d have asked sonmebody el se about this.
10 "no," that then we can sunmarize what you've 10 My sinple question is did you ask sonebody el se
11 just told ne by saying it was part of the 50,000 11 about this and | think the answer is no.
12 a month was a catch-up for all those years when 12 A Tal king with ny account, yes.
13 you didn't take nopney you've told ne. 13|353 Q Okay. So you did talk --
14 A Yep, and |I'm 67 years ol d. 14 A You know this, what this --
15|345 Q Ri ght. | understand. 15|354 Q Okay. What did you and your
16 A Fromthat time 66, 67. So | want 16 account ant tal k about?
17 to think what's happened to ne tonorrow norning. 17 A I said, I work for the eight,
18346 Q And then to go back to the 18 nine years for a mni nrumwage, not even. So |
19 question | asked first about this paragraph, you 19 need sone noney. Gentlenman, | say, |'mnow 67
20 didn't consult -- given everything you've just 20 years old. M wife is 64 years old. Sixty
21 told nme, you didn't consult with any third party 21 [sic], is going to go to 65. | need to
22 or anybody el se about how nmuch nanagenent was 22 t hi nki ng, how do you going do ny retirenent
23 wor t h. 23 here?
24 A vell. .. 24355 Q Right. And so you --
25347 Q It's just a -- 25 A I love ny business.
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1|356 Q I's your answer to ne, then, tﬁg?e 81 1 MR SACHDEVA: Ckay. We are there?age 83
2 your accountant gave you advi ce about the |evel 2 BY MR PROPHET:

3 of managenent fees you say you agreed to take 3369 Q M. Conforti, just a sinple point
4 out ? 4 here. 1f | can take you down to al nost the

5 A Well, ny accountant is told me, | 5 bottom of this inconme statenent, you've recorded

6 think, 50,000 a nonth is not enough. 6 froman inconme point of view, a |loss of

71357 Q I's not enough? 7 $1, 125,000 for that year, correct?

8 A But because | want -- no. 8 A Yep.

9 Because | want to keep ny conpany have, | want 91370 Q Okay. And if we can just go up
10 this conpany Conforti Holding Limited to stay in 10 to the bal ance sheet, you've also recorded and
11 business, | tried to keep nmuch nore |ocation 11 this is -- you see the bal ance sheet, sir?

12 open. | never shut down the location. M 12 A Yes.

13 landl ord shut me down. | get a letter, 2020, in 13(371 Q Have a |l ook at that. You've also
14 Sept enber to pay so nuch noney, if you no pay, 14 --

15 we going to shut it down, everything. 15 MR SACHDEVA: Sorry. VWhat's the
16|358 Q Okay. |'mjust asking about your 16 page?

17 di scussions with your accountant. So you -- 17 MR, PROPHET: Bal ance sheet, not
18 A Yes, | did. 18 incone statenent. Balance sheet, sane fiscal
19|359 Q -- told nme you nentioned this to 19 year.

20 himand he didn't disagree with you. And your 20 MR SACHDEVA:  (Ckay.

21 wi fe and you went forward. And you tell ne, you 21 BY MR, PROPHET:

22 are saying in your affidavit that you 221372 Q You' ve recorded -- M. Conforti,

23 establ i shed the 50,000 per nonth fee from April 23 have a | ook at the bal ance sheet, sir.

24 1, 2018 forward. That's what you're saying, 24 A Yep.

25 right? 25|373 Q And this is a relatively easy

Page 82 Page 84

1 A Yes. 1 pi ece of docunentation. At the very bottom

21360 Q And you did that in April of 2019 2 you' ve recorded a decrease in retained earnings

3 | ooki ng backwards, right, for one year? 3 in that year of about $1.8 nmillion. Do you see

4 A well -- 4 that, sir?

5|361 Q It's okay. 5 A Thi s one here?

6 A -- 2018. 6 MR SACHDEVA: The retained earnings.

71362 Q You just have to tell nme. You 7 BY MR, PROPHET:

8 | ooked backwards and started -- 81374 Q The retained earnings line, you

9 A 2000 -- 9 see that?
101|363 Q -- the year before? 10 A I don't even know what's retained
11 A -- nineteen -- 2019, we decide 11 (i naudi bl e).

12 where, how nmuch we wanted the noney. 12 MR SACHDEVA: Sorry. You have to
13|364 Q Right. And you -- 13 answer him
14 A I (inaudible) -- 14 THE WTNESS: | don't know what
15|365 Q -- decided -- 15 returned line is. I1'msorry. I'mnot an
16 A -- (inaudible) -- 16 account. I'ma -- sorry.

17 (366 Q Sorry. | don't want to interrupt 17 BY MR PROPHET:

18 you. You decided you'd start that a year 18|375 Q So I'lIl ask you the question, and
19 earlier, a year backward? 19 you're either going to be able to answer it or
20 A Yes, because ny expansion, ny 20 not. But | see a decrease in retained earnings
21 goal is finish, my expansion is done. 21 and overall shareholders' equity in that year.
22367 Q Right. Can | -- 22 Do you see that?

23 A | do what | gotta do. 23 A I don't -- | don't know what
24368 Q Can | take you back to the 2019 24 is --

25 incone statenent that we were |ooking at before. 25|376 Q You see the nunber?
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Page 85 Page 87
1 A Yep. 1 THE W TNESS: Yep.
2 MR SACHDEVA: You went down fromthat 2 BY MR PROPHET:
3 to that. 3383 Q Was it a good year financially
4 THE WTNESS: But | don't know what it 4 for --
5 is. Sorry. 5 A | don't --
6 BY MR, PROPHET: 6|384 Q -- Conforti Hol di ngs?
71377 Q You have to answer ne. So you 7 A -- renenber exactly. | don't
8 see that decrease, correct, the nunber is -- 8 renenber. That was three years ago. | don't
9 t he nunber is -- 9 remenber that, you know.
10 A | see $4 nillion here, | see 5.8 101|385 Q Vel l, you showed that --
11 here. 11 A I''mgonna --
121|378 Q Right. So you see -- 121|386 Q Ckay. What did your accountant
13 A That's what -- 13 say to you? Was it a good year?
141|379 Q -- the decrease in that nunber. 14 A | don't renenber what he's
15 Ckay. And we've already gone to the | oss based 15 telling me. That is three years ago, sir.
16 on net income, right? So we've seen both of 16387 Q Coul d the conpany have --
17 t hose. 17 A Three years.
18 How woul d you descri be the financial 18388 Q Okay. But you and Syl via decided
19 results of Conforti Holdings Limted for the 19 you' d have your -- you decided for that year
20 year 2018, 2019, was it a good year? 20 you' d have your managenent fees for that year,
21 A | don't understand what's this 21 right?
22 here, the retained (indiscernible) Conforti 22 A Well, that is ny noney | work
23 Hol di ngs -- 23 for. W work for.
241380 Q Okay. That's fine. W' ve |ooked 24389 Q I"mnot -- this is not a question
25 at those and you've given ne the answers that 25 that 1"marguing with you about. | want you to
1 you can. |'mjust going to ask you a questigﬁ.ge 86 1 know, though. | want to know from you, Page 88
2 You don't have to | ook back at the papers. You 2 specifically, you decided --
3 just have to remenber what we tal ked about. 3 A I"'m--
4 How woul d you descri be the financial 4390 Q -- you'd -- you decided -- let ne
5 results for Conforti Holdings Linmted in 2018, 5 finish ny question. You decided that you would
6 2019? Was it a good year? 6 take or you woul d becone entitled to $678, 000 of
7 A I don't know exactly the question 7 managenent fees for that fiscal year, right?
8 you ask. | can understand the question you ask. 8 A Yep.
9 I"msorry. | have a probl em understandi ng you 9(391 Q Okay, so yes. And | asked you
10 when you talk to nme about (indiscernible) things 10 whet her you thought that fiscal year was a good
11 good years and bad years. | don't know what it 11 year or not, and you say you can't tell ne.
12 is. 12 That's fine. 1'Il ask you a different question.
13|381 Q Was it a good -- but from your 13 Coul d Conforti Holdings Linmited have
14 perspective, you've told nme, you and Sylvia are 14 paid you that noney that year? Could it afford
15 the sol e sharehol ders of Conforti Hol di ngs 15 that that year?
16 Li mted. 16 A I make -- | nmake ny noney -- |
17 A Yep. 17 make this much nore noney in the years past.
18382 Q So you as the owners, then, it's 18 Then for nine years, | work for very m ni num
19 inportant to you to know how the conpany is 19 salary. And then -- then | needed to be paid
20 doing financially, right? 20 because now | ' mnot 25 years old anynore. |'m
21 A kay. 21 not 40. 1'm67 years old. So for ny retirenent
22 MR SACHDEVA: He's asking for the 22 (i naudible) --
23 year, April 1, 2018 -- 231392 Q And you --
24 THE W TNESS:  Yep. 24 A -- | want the pay. And when |
25 MR SACHDEVA: -- to March 31, 2019? 25 talk --
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1|393 Q And | -- Page 89 1|402 Q But that year, they didn't ha\l?gge o
2 A -- with my account -- 2 it that year, though, did they?

3394 Q | understand all -- 3 A | don't renenber, sir.

4 A -- he say -- 4403 Q You don't know. But you have --
51395 Q -- that. And you've told ne all 5 A No.

6 that. And that's all fine. So | have a 6 (404 Q You did answer ne, though, that
7 different question, and it's a specific 7 they operated on an incone |oss basis that year,
8 questi on. 8 right, the conpany did?

9 I'n your view, could Conforti Holdings 9 A | don't renenber, sir.

10 have afforded to pay you the $678,000 in 2018, 10 (405 Q You told me that before when we
11 2019? Did it have that noney to pay you? 11 | ooked at these financial statements. You have
12 A They (i ndi scernible) have the 12 to agree with ne, M. Conforti, and I'mnot --
13 noney. 13 inthis, I"'mnot saying -- I'"mnot arguing with
14 (396 Q They di d? 14 you about whether or not you'd work for a long
15 A But as soon as they have the 15 tinme or whether you'd earned sonething. |I'm
16 money, | like to be paid. | like to be paid 16 just nerely asking you whether or not Conforti
17 because | work hard for ten years. 17 Hol dings Limted could pay you those nanagement
181|397 Q I wasn't asking about that, sir. 18 fees that year, and you have to agree with nme
19 I was asking whether Conforti Limted had the 19 that it couldn't, could it?

20 noney to pay you in 2018, 2019, and | think 20 A When -- when Conforti have the

21 you've told me no, correct? It didn't -- 21 nmoney, |'mtaking the noney.

22 A I no renenber if this have the 221406 Q Correct. But it didn't have the

23 money or not. | don't take attention because to 23 nmoney that year, did it?

24 me, all | look after ny conpany in sense, we, 24 A We never take then.

25 for the last 45 years, we've been in business 251407 Q It didn't. Based on those
1 with Conforti. Conforti been paying rent, bgg%e % 1 st at enent s? Page 92
2 payi ng enpl oyee, been payi ng Revenue Canada, it 2 A | never take 2018, the noney. |
3 been paying the manufacturer. 3 never take 2019, the noney. | take ny noney
4398 Q My question was a sinple one, 4 starting in October 2020 when they have the
5 t hough -- 5 noney.

6 A We (indiscernible) -- 61408 Q Ri ght.

71399 Q -- it wasn't -- 7 A Ri ght ?

8 A -- yesterday. W bought it 45 81409 Q So you woul d agree with me, then,
9 years ago, 1977. 9 in the years 2018-19, and 2019-20 and then 2000
101|400 Q I wasn't asking about the past 10 --

11 here on this question. | was asking about that 11 A We just finished the expansion at
12 year, and | just want you to answer whet her 12 that tinme, yes.

13 Conforti Holdings Limted had the noney to pay 131|410 Q You finished the expansion, |
14 you those nanagenent fees that year. And | 14 think, in 2017, right?

15 think your answer is, it didn't. 15 A Seventeen, '18. | don't renenber
16 A Well, | no renenber if it has the 16 t he nmonth now.

17 nmoney in, in the account at that time there. | 17411 Q Your affidavit said 2017, sir.

18 don't renenber. But if it is have the noney, | 18 I"mjust --

19 want take sone of the noney. 19 A Yes.
201|401 Q So if -- what you're telling nme 201|412 Q -- quoting your affidavit.

21 is if and when Conforti got noney, if it had 21 A Yep.

22 enough noney to pay you, you wanted to be 221413 Q So you did not take any, and were
23 entitled to be paid? 23 not paid any noney for these nanagement fees
24 A Yes. \henever there's the noney, 24 that you set in the years 2018-19, 2019-20, and
25 I want to be paid, yes. | been paid. 25 in the part-year, 2020 to Septenber 2020.
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1 You didn't take any noney in thosepage %3 1 Ch, | do have a hard copy, yes, | do. Page 95
2 years, did you? 2 MR PROPHET: Very good. 1'd like to
3 A No. 3 mark --

41414 Q And |'mputting to you, based on 4 MR SACHDEVA: Sorry. Just one

5 the financial statenents you have shown ne, that 5 second. Yes. Sorry.

6 at |least for 2018, 2019, CHL couldn't pay you 6 MR, PROPHET: That's fine, counsel.

7 that noney, could it? It didn't have -- 7 I"d like to mark that email at Exhibit 2 to this
8 A | don't think so, no. 8 cross-exani nation, counsel.

91415 Q Ri ght. 9 EXH BIT NO. 2: Email from Thomas

10 A No. Yeah. 10 Gertner dated Decenber 1, requesting
11416 Q Thank you. Before we |eave the 11 producti on of docunents.

12 area of speaki ng about the establishment of what 12 MR SACHDEVA: Yes.

13 you tell nme are the managenent fees. 13 BY MR PROPHET:

14 Did you ever disclose the existence or 14 (419 Q Ckay. In connection with
15 the decision that you and your wi fe nmade about 15 M. Gertner's email, counsel, | note that we had
16 the nmanagenment fees to the Royal Bank in 2018, 16 requested financial statenments for the years --
17 2019? 17 for CHL for the years between 2017 and 2021.

18 A I"msorry. |f you could repeat, 18 And you have given us financial statenents for
19 that could be great. [|I'msorry. M apol ogy. 19 the years ending March 31, 2017; March 31, 2018;
201|417 Q It's okay. 20 March 31, 2019, but nothing for the year ending
21 Did you tell the Royal Bank that you 21 March 31, 2020, and no information for the
22 and your wife had decided that you say you 22 part-year, |I'mgoing to assune, between March --
23 shoul d have a nanagenent fee? Did you tell the 23 April 2020 and Septenber 2020. Can | have your
24 Royal Bank that when you did? 24 undertaking to produce to the -- well, to
25 A No.  No. 25 produce the financial statement for the year
1|418 Q Did you tell themat any ti nEPage 94 1 endi ng March 31, 2020, and produce any fi nancl?iagle %
2 af t erwar ds? 2 information in simlar format, to the extent
3 A No. | don't recall at all. 3 it's available, for the part-year April 1, 2020
4 MR PROPHET: Counsel, you have 4 to Septenber 2020?

5 produced at this point -- M. Conforti, this is 5 uT MR SACHDEVA: Wy don't we do that in
6 for your counsel to respond to. I|'d like to 6 two parts? Wth respect to the request for

7 mark as an exhibit to this exami nation the enail 7 financial statenents for the period ending March
8 that Thomas Gertner of our law firm sent 8 31, 2020, | do not know if they've been

9 requesting disclosure. And it is -- |'mgoing 9 prepared. | will nake the inquiry. And if they

10 to pull it up here, counsel, just to nake sure | 10 exist, they will be provided. 1s that fair?

11 have -- | can't find it. G ve ne one nonent, 11 BY MR. PROPHET:

12 counsel . 121|420 Q Yes. And if versions of a
13 MR SACHDEVA: | believe it was |ast 13 statenment or the information that woul d be
14 Wednesday. 14 required to prepare a statenment exists that
15 MR PROPHET: | do, too, | just wanted 15 hasn't been reduced into a formal financial
16 to get it correctly here. 1'mlooking for it 16 statenent for that period, | would ask that that
17 now, counsel. Do you have that email? And | 17 be produced i nstead.

18 will refer toit by time when | find it. Right. 18 MR SACHDEVA: | think we're going to
19 It's an enmil from Thonas Gertner that is dated 19 have to drill down a little on what you're
20 Decenber 1. It looks like it was dispatched 20 | ooking for there, counsel, because that could
21 fromour firmat 12:42 p.m, and it requests the 21 be -- are you looking for draft financials?

22 production of docunents relevant to this 22 You're not |ooking for --

23 cross-examnation. So you have a copy of that 23 MR, PROPHET: Internal --

24 email, counsel ? 24 MR SACHDEVA: -- backup?

25 MR SACHDEVA: | have it on ny phone. 25 MR PROPHET: No. |Internal. Assum ng
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1 internals exist that the accountant hasn't yg?ge o 1 year for CHL ended March 31, 2019. | assunepage %9
2 signed off on. | appreciate they're unaudited. 2 that's 50,000 a nonth tinmes 12, plus 13 percent
3 UA MR SACHDEVA: |'mgoing to take that 3 HST. |Is that correct, sir?

4 under advi sement and see what exists first. 4 A Yes, yes.

5 MR PROPHET: Very good. | will take 51426 Q And the sane deternination would

6 that as a refusal, but | understand and | 6 apply for the CHL financial year ended March 31,
7 appreciate the signalling. Counsel -- 7 2020, correct?

8 MR SACHDEVA: Sorry. You had a 8 A I"'msorry?

9 second question for the period for the year into 9427 Q And the sane cal cul ati on woul d be

10 2021. Maybe you want to ask that formally, and 10 applicable for the financial year ending March

11 | can give you a response to that. 11 31, 20207

12 BY MR. PROPHET: 12 A I think so, yes, yes.

131|421 Q Certainly. It will be much 131|428 Q And then for the part-year

14 sinpler given what we've just done. Can you 14 between the 1st of April and Septenber of 2020,

15 pl ease produce any internal financial statenents 15 you' ve determ ned that six nonths' worth of what

16 avail able for the period April 1, 2020 to 16 you say were the managerment fees should be

17 Sept enber 2020, or any part period of that if 17 charged. Is that right?

18 it's avail abl e? 18 A Yep.

19 MR SACHDEVA: Okay. Again, | wll 19(429 Q So | make that total $1, 695,000

20 take that under advisement. And |I'm assuning 20 for those years. |s that fair to say?

21 you want somret hing other than what has been 21 A A mllion what? |'msorry.

22 produced in the restructuring proceedi ng as cash 221430 Q Anmllion --

23 flows. 23 A (I naudi bl e) .

24 MR PROPHET: Yes. Not cash fl ows, 241431 Q Yes. |If we do the arithnetic of

25 statenents. 25 678, 000, plus 678,000, plus 339,000, | meke that
1 UA MR SACHDEVA: All right. So | wi|P|age %8 1 1,695,000. That's fair, isn't it? Page 100
2 take that under advi sement as well. 2 A 678 and 329 is a mllion, right?
3 MR, PROPHET: Very good, counsel. 3|432 Q There are two 678, 000-dol | ar
4 Counsel, let's take -- let's break until 1:30 so 4 figures because we have -- you have clained two
5 that we can nourish ourselves if that's what 5 fiscal years.

6 people wish to do, and then resume at that tine. 6 A Yeah, 2018, right?

7 MR. SACHDEVA: Sure. W can go off 71433 Q Yes, 2018-19, 2019-20, and then
8 the record. 8 the part-year April to Septenber 2020, right?
9 -- LUNCH TAKEN AT 1: 03 P.M 9 A Yep.

10 -- RESUME AT 1:42 P.M 10434 Q So | make that total $1, 695, 000,

11 BY MR PROPHET: 11 correct?

12422 Q M. Conforti, and I'd like you to 12 A Yep.

13 turn up paragraph 23 of your affidavit. 131435 Q Spread over those two years and

14 A Yep. 14 that one part-year, right?

151|423 Q Have a | ook at that. 15 A Yes.

16 A (Wtness revi ews docunent.) 16436 Q Ckay. |'d like you nowto turn

17 (424 Q Are you ready, sir? 17 to Exhibit Hto your affidavit.

18 MR SACHDEVA: Are you good, Tony? 18 A Ei ght ?

19 THE WTNESS: Just -- yep. 191437 Q H as in "Henry."

20 BY MR, PROPHET: 20 A H.

21425 Q M. Conforti, as you've read 21(438 Q Now, M. Conforti, you've

22 there in paragraph 23, and as you swore in this 22 described this in your affidavit as an incone

23 paragraph, you were telling ne that your $50,000 23 statement for Beauty Experts. Do you see that,

24 of managenent fees that you say you and Sylvia 24 sir?

25 agreed anounted to $678,000 for the financial 25 A Yes, yes.
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11439 Q And you' ve got a series -- ygg'g\e/eml 1 sorry, counsel. | know they're not here. Page 103
2 got results for 2021 and a series of line itens. 2 THE WTNESS: Yeah.

3 They are all redacted except one. Do you see 3 MR SACHDEVA: But do they exist?

4 that ? 4 THE WTNESS: No, | don't think so.

5 A I'"msorry? 5 BY MR PROPHET:

6440 Q There are a series of line itens 6449 Q You don't think they exist?

7 for 2021, they are all redacted, they are all 7 MR SACHDEVA: He says that he doesn't
8 bl acked out except one, do you see that? 8 think so.

9 A Yes, yes. 9 BY MR PROPHET:

10|441 Q And in your affidavit, you swear 101|450 Q Right. Okay. So let's operate
11 that Beauty Experts is reporting income for 2021 11 on the basis that they don't exist.

12 of $1, 750,000 for nmanagenent fees. That's what 12 You, though, in your affidavit,

13 you say this inconme statenent says, right? 13 M. Conforti, say that the claimof Beauty

14 A That's what you say here, yes. 14 Experts for managenent fees arose first in the
151|442 Q More inportantly, sir, that's 15 year 2019, 2019, right?

16 what you say it says in your affidavit, right? 16 A W -- we, Beauty Expert, run the
17 If we go to -- 17 beauty sal on for Conforti Holding in those

18 A Yeah. |f you say yes, | say 18 years, Yyes.

19 that, yes. 191|451 Q But in your affidavit you say
201|443 Q Yes. Right. | want you to | ook 20 that --

21 to the right of the 2021 col umm. 21 A Yeah.

22 Do you see there is a colum for 2020, 221452 Q -- the claimstarted --

23 do you see that? 23 A Yeah.

24 A Yep. 241453 Q Okay. Let nme finish, and then we
251444 Q Ckay. So you've got a bunch of 25 can go.

1 dashes there. Page 102 1 You say that the claimfor nanageﬁggte 104
2 So you haven't recorded any 2 fees that you are naking started in 2018, 2019,
3 transactions for the prior year on the face of 3 right?

4 this statement, have you? 4 A Yeah.

5 A | don't think so. There's 5|454 Q But you don't report it for

6 not hi ng here. 6 Beauty Experts in 2018, 2019, do you?

71445 Q Right. There's nothing there. 7 A No.

8 Are there financial statements for 20207 81455 Q Right. You have just --

9 A No. 9 A Because | never take any noney.
10446 Q There are not for the Beauty 10456 Q No. But this isn't about taking
11 Experts? 11 money. You and | tal ked about this earlier.

12 A No. 12 This is the incone statenent. So you're

131|447 Q For 20197 13 telling --

14 A No. 14 A Yep.

151|448 Q There are no prior year financial 151|457 Q Right. So although you say in
16 statenents then? 16 your affidavit you put the nanagenent fee for
17 MR SACHDEVA: Twenty-one. Are there 17 you and your wife in place in 2018, 2019, you
18 '19 or '20 financial statements? 18 don't record it anywhere as incone for Beauty
19 THE WTNESS: That's '21. 19 Experts then, do you?

20 MR, SACHDEVA: Yes. Do you have '19 20 A No.

21 or '20? 211|458 Q You record it all in 2021, then,
22 THE WTNESS: No, '19, | don't think 22 right?

23 So. 23 A Wien | started taking, yes, yeah.
24 MR PROPHET: They're not on the -- 241459 Q Well, you didn't take $1, 750, 000
25 MR, SACHDEVA: | know they're not -- 25 of managenent fees in 2021, did you?
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1 A Beauty Expert is manage sal oﬁagﬁdl% 1 $50, 000 a nonth, right? Page 107
2 do whol esal e. 2 A Yes.

3460 Q | didn't understand what you just 3475 Q Right. And you told ne you only
4 said there, sir. 4 started being paid in October of 2020, right?

5 A Beauty Expert is doi ng managenent 5 A Yes, | did, yes.

6 for hair salon for Conforti and doi ng whol esal e. 6476 Q So the statenment we're |ooking at
71461 Q You just said Beauty Expert 7 here is as at January 31, 2021, right?

8 didn't do any managenent services for -- 8 A Yep.

9 A No. Is doing. Is -- 91477 Q So it would only reflect a period
101|462 Q It didit? 10 of taking nmoney of four nonths, that's $200, 000,
11 A -- doing, yes. 11 right?

12463 Q Sorry. 12 A Yep, whatever it is, yeah.

13 A Yeah. 131|478 Q Right. So the rest of that

14 (464 Q Right. That's not the question. 14 incone reported for Beauty Experts, assum ng

15 My specific question is that you didn't record 15 that Beauty Experts is the right party to be

16 any incone for managenent fees for Beauty 16 paid, not all of that relates to past years,

17 Experts in 2019 and 2020, did you? 17 right? You just recorded it all for 2021, 2020,
18 A | never take any noney. 18 2021, right?

191|465 Q No. You didn't -- it's a 19 A I think so, yes.

20 different -- 201479 Q Right. Wen was this Statenent
21 A No. 21 of Incone prepared?

22466 Q -- question. You didn't record 22 A I don't know.

23 any incone for those two years -- 231480 Q Wio prepared it?

24 A No. 24 A My account. M account showed ne
25467 Q -- right? You recorded it all 25 t hat .

1 for 2021, right? Page 10 1|481 Q Ckay. Can you undertake to gg e 108
2 A Yes, yes. 2 your accountant when he prepared this Statenent
3468 Q But you weren't paid the mllion 3 of I ncone?

4 750, 000 in 2021, where you? You just recorded 4 uT MR SACHDEVA: Yes.

5 it for that year, right? 5 MR PROPHET: Very good.

6 A We started taking noney 2020 in 6 MR SACHDEVA: That's Exhibit Hto the
7 Cct ober. 7 affidavit, right?

81469 Q Right. But you -- 8 MR PROPHET: Exhibit Hto the

9 A I's managenent 50, 000 nont h. 9 Novenber 11th affidavit, yes.

10(470 Q Ri ght. Renenber that the year 10 MR SACHDEVA: Yes, we will do that.
11 ending for Beauty Experts is Jan 31, but you 11 MR PROPHET: Thank you.

12 didn"t -- 12 BY MR PROPHET:

13 A Yep. 131|482 Q M. Conforti, I'd like you to go
14471 Q -- take the Cctober, Novenber 14 to your Exhibit G  Your counsel can find it

15 Decenber, you didn't -- and January, you didn't 15 there for you.

16 take $1, 750,000 for managenent fees, did you? 16 A Ckay.

17 A | don't know how nuch | take. | 17 (483 Q So you can | ook through these

18 got to calculate how nuch | take for nmnagenent. 18 docunents that you call Statenents of Account.
191|472 Q Vell, you just told nme all you 19 So on the face of this first docunent, do you
20 did before October of 2020 was, as you say, 20 have it? It says --

21 accrue it, right? 21 A Yep.

22 A Yeah, that's what | -- 22484 Q -- that it's the statenent of
231473 Q You didn't take it, right? 23 account dated -- it says it's dated January 31,
24 A No. 24 2019. Do you see that?

251474 Q And you' ve told ne you take 25 A Yep.
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11485 Q Okay. So as | |ook at this,P? ies109 11493 Q | agree. But what you have fgg_e_lll
2 docunent, whatever it is, says that there were 2 what we both have to understand here, sir, is

3 managenent fees that, | would say, charged of 3 that when you are accounting for this, you have
4 $56, 500 every nonth in 2018, 2019 from April to 4 to show it when it's inconme, when it's charged.
5 the statenent, the date of the statenent, that's 5 And - -

6 January 2019. Do you see that? 6 A Wien the statenent --

7 A Yes, | see it, sir. 71494 Q -- your financial --

81486 Q Ckay. So you have this statenent 8 A -- nude. ..

9 that's generated, you tell ne, by Beauty 91495 Q None of your financial statenents
10 Experts. But we don't have -- renenber the 10 do that, do they?

11 Beauty Experts income statenment we went to 11 A This is a statenment ny daughter
12 before, we don't have any incone recorded prior 12 gave it to me, nmy daughter Floriana. This say
13 to 2021. Can you explain that why that is, sir? 13 we start -- you start April 4th, 2018 and that's
14 A Vell, when ne and ny wife, we 14 statenent right to the end of 2019. And you

15 decided in 2019 to put $50,000, talking just 15 have to get $565, 000.

16 about retirenment. And then of course we want to 16496 Q Let me ask another question. So
17 be paying for the last nine years for 2010 to 17 this is a statement of account with nmonthly

18 2018, when we been paid a very mnimum sal ary. 18 charges, were there ever any invoices between

19 We want, of course, to be paid for those eight 19 Beauty Experts and Conforti?

20 to nine years, we decide to start in April, 20 A I don't know that. You gotta ask
21 $50, 000 a nonth. And ny daughter prepared the 21 nmy daughter that.

22 statenent. 221497 Q Anot her question. Wen did your
231487 Q Your daughter prepared -- 23 daughter create -- nake up the statement?

24 A (1 naudi bl e) gave the statenent 24 A Well, it create -- sorry?

25 that's the nmoney you have to get for this date 251498 Q Wien did your daughter nmeke up

1 to this day. Page 110 1 this Jan 31, 2019 statenent? Page 112
21488 Q Ri ght. But when your accountant 2 A | don't know exactly when. But

3 prepared the incone statenent for Beauty 3 here it says January 31st, 2019, it start 2018.
4 Experts, he didn't include -- he didn't show 4 Wien this created that, you have to ask her. |
5 incone in those prior years for these managenent 5 don't know.

6 -- 6(499 Q It's in your affidavit, sir, so |
7 A Because -- 7 do get to ask you. Perhaps you can figure that
81489 Q -- fees. 8 out by asking your daughter. 1'll ask you to

9 A -- | never take any nobney, sir. 9 undertake to do that, sir. Sorry. You

101|490 Q No, no. It's a different thing, 10 attached --

11 though. And this is the problemwe are having. 11 MR SACHDEVA: Yes, that's fine.

12 It's an accounting incone statement. So when 12 BY MR, PROPHET:

13 you -- 131|500 Q You attached the statenent of

14 A But | never take any noney and | 14 your affidavit, so | want you to undertake to
15 never put it -- | never put it. 15 ask when the statenents were created.

16 (491 Q Just as we earlier agreed, 16 uT MR. SACHDEVA. Yes.

17 though, you recorded $1, 750, 000 -- 17 BY MR PROPHET:

18 A Yep. 181|501 Q Very good. Counsel, as a related
191|492 Q -- Beauty Experts did, as of 19 undertaking -- you've given ne an undertaking, |
20 January 31, 2021, but do you agreed with nme you 20 bel i eve, about the Beauty Experts incone

21 only got $200,000 for that period, right? It 21 statenent to ask the accountant when it was

22 includes anpbunts you haven't taken. That's how 22 prepared. 1'd like you to undertake to produce
23 it works right, sir? 23 full financial statenents for both the Beauty
24 A | taken for 2020 in Cctober 24 Experts year ending Jan 31, 2021 and the years
25 to whatever, yeah. 25 ending Jan 1, 2020 and 2019, if any?
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1 MR SACHDEVA: You have to tell rrlal?a\%}\,gyl13 1 And 1'd have to ask Madam Reporter just forp? g 115

2 you need the full financial statenents because 2 record, to ensure that we have.

3 this is a fairly -- 3 MR SACHDEVA: |'mnot sure that you

4 MR PROPHET: Yes. | have -- when | 4 did, diff.

5 say "full,"” | mean, | would like to see what 5 (Reporter clarifies this exhibit has

6 treatnent -- |'Il leave it at this, counsel. 6 not been narked.)

7 It's inmpossible for me to interpret that small 7 BY MR, PROPHET:

8 an excerpt fromfinancial statenents, everything 81502 Q Very good. That's fine. W

9 redacted but one line on an extract that is an 9 should mark this as Exhibit 3 then, as package

10 incone statement. G ven what isn't there, | 10 of documents to M. Conforti's exam nation.

11 think it's incunbent upon the witness, or in his 11 M. Conforti, you confirmthat this package of

12 affidavit, to produce full financial statenents. 12 docunents was sent with your authorization by

13 If you continue to tell ne that sone redaction 13 your counsel in response to the requests that

14 is necessary, then it is fair to say that what's 14 M. GCertner nade?

15 rel evant is the managenent fees. But | can't 15 EXH BIT NO. 3: Volune Il of docunents

16 understand themat all from one unredacted |ine 16 provided in response to request for

17 in one small part of one years' incone statenent 17 producti on.

18 where we have a claimfor multiple years of 18 THE WTNESS: | don't even know which

19 managenent fee for this entity. So | need full 19 docunent (indiscernible). I'msorry. | gotta

20 statenments subject to redaction for comercially 20 read.

21 sensitive information. But | need themto be 21 MR SACHDEVA: Counsel, if it helps

22 meani ngful. That's it, to the extent they 22 you, these docunents were sent by his daughter,

23 exi st. 23 Floriana, to me. So he may not have seen what

24 UA MR SACHDEVA: All right. As you 24 was conming. But it was authorized by Conforti.

25 woul d expect, | wll take that under advi sement. 25 MR PROPHET: It was authorized by
Page 114 Page 116

1 MR, PROPHET: Very good. Counsel, I'd 1 Conforti Holdings. That's fine.

2 like you to take M. Conforti to the Volune II 2 MR, SACHDEVA:  Yes.

3 of the documents you gave nme in partial response 3 MR PROPHET: Very good. So this is

4 to our request for production for this 4 Exhi bit 3 then, marked as evidence on this

5 exam nation. It is the PDF file that begins 5 exam nation.

6 with an emmil attaching sonething called signed 6 BY MR, PROPHET:

7 forns, emails fromFloriana Gttaviani. It's 71503 Q Have a | ook then, M. Conforti,

8 Sept enber 28th, 2020. If you could find that, 8 at this letter dated Septenber 25, okay.

9 that would be great. 9 A Sept enber 25, 2012, yeah, yeah,

10 MR SACHDEVA: Sorry. What's the 10 yeah.

11 first page? 11(504 Q Yes. have a read through it,

12 MR PROPHET: It's an email from 12 sir.

13 Florian Ottaviani, and it attaches -- it just 13 A Yeah. Thank you. (Wtness

14 attaches a package of correspondence. 14 revi ews docunent.) Ckay.

15 MR SACHDEVA: Which day is that, 25th 15|505 Q Right. So you've read the

16 or 28th? 16 docunent then, sir?

17 MR PROPHET: The enmil is the 28th, 17 A Yep.

18 so the first docunent is the 25th. Do you have 18|506 Q CGood. Let nme take you to the

19 t hat ? 19 second page. That's your signature onit, is

20 MR SACHDEVA: | do. 20 it, sir?

21 MR, PROPHET: G eat. 21 A Yep.

22 MR, SACHDEVA: |'m |l ooking at an enuil 22507 Q And he signed it on the 25th of

23 dated Septenber 25th. 23 Sept enber 2020?

24 MR, PROPHET: Yes. | believe we've 24 A Is, yes.

25 marked this as an exhibit to the exam nation. 251508 Q And this is the Conforti Hol di ngs
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1 letterhead with sone of the branding on toppg e 17 1 t hat ? Page 119
2 there? 2 A Yes.
3 A Yes, yes. 3519 Q And that's inportant because it
41509 Q So this is your letter to Crowe 4 was an insolvency, right?
5 Soberman Inc., yes? 5 A Yep.
6 A Yes, yes. 6|520 Q And all your creditors were going
71510 Q And you were aware when you wote 7 to get together as a group, right?
8 this letter that you were witing to the 8 A Yep.
9 accounting firmthat was going to serve as the 9|521 Q And they were going to get
10 proposal trustee for Conforti Hol di ngs 10 infornation about the conpany and about each
11 insol vency, you knew that, right? 11 ot her, about all the creditor claims, right?
12 A Yeah. |s a trustee conpany, 12 A Yes, sir.
13 yeah. 131|522 Q Yes. So in paragraph 4, then,
14 (511 Q Yes. And so you knew you were 14 you under st ood when you wote the letter that
15 witing to them about the proposal that Conforti 15 you were telling the proposal trustee that you
16 Hol di ngs was going to nake, right? 16 were disclosing all of the Iien against Conforti
17 A Absol utely. 17 Hol di ngs, right?
181|512 Q Right. And you were witing to 18 A Al of the what? |'msorry.
19 t hem because as you described to nme earlier that 191|523 Q Al of the liens.
20 Conforti Holdings was a | ot of pressure from 20 A Al the -- yeah.
21 landl ords in the pandenmic, right? 21524 Q And you know what a lien is? A
22 A Yes, yes. 22 lien is when sonmebody gets an interest in your
231513 Q That's pretty nuch what -- one of 23 property for a debt, right?
24 the things that happened, right? 24 A It's a creditor, the people you
25 A Yeah. For sure, received a 25 have to give the noney.

Page 118 Page 120
1 letter for the landlord, he wants nmuch nmoney for 1|525 Q Right. And a lien is a special
2 Monday. We have no choice to file, mail NO. 2 right that a creditor has for the debt, right?
3 And we file. 3 A | know that's the people --
4514 Q Right. The NO. You understand 4 present to the people have all the noney.
5 what that is then. That starts an insolvency 5|526 Q Ri ght. But sone people, like
6 proceedi ng, then, that protects your conpany, 6 banks, have liens, right?
7 right? 7 A Yeah.
8 A Protects, yeah. 8|527 Q A bank has a lien. So if I goto
91515 Q So paragraph 4 of this letter 9 borrow noney, or if you go to borrow or Conforti
10 that you wote to the proposal trustee, do you 10 Hol di ngs goes to borrow noney from a bank, they
11 see that? 11 take a lien on --
12 A Yep. 12 A Yep.
13|516 Q Right. So you understood when 131|528 Q -- on -- sorry. I'Il just finish
14 you signed this letter that you had to make 14 the question. But they take a lien on ny
15 di scl osure of the clains against Conforti 15 property or your property or Conforti Hol di ngs'
16 Hol di ngs, right? 16 property, right?
17 A Sorry? | couldn't hear you very 17 A Yep.
18 well. I'msorry. M apol ogy. 181|529 Q And a lien nmeans they can try and
191|517 Q Don't worry. Can you hear nme 19 take the property, the property, if you don't
20 now? 20 pay it, right?
21 A Yep. 21 A I think so, yeah.
221518 Q You under st ood when you si gned 221530 Q Yes. It's like security, right?
23 the letter that, overall, you were being asked 23 A Ri ght .
24 to say that you'd nade disclosure of the clains 24531 Q Ckay. So when you wote this
25 agai nst Conforti Hol di ngs, right, you understood 25 letter, then, you knew you were saying to the
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1 proposal trustee that you were disclosing arlaggf 121 1 MR SACHDEVA: Yes. Page 123
2 the liens on Conforti Hol dings' property, right? 2 MR, PROPHET: |'mgoing to go slower

3 A Yep. 3 than you because ny screen keeps junping. But |
4532 Q So | want to take you to an 4 will be with you in a nonent. Right, so in this
5 exhibit in the affidavit of Marie-Eve 5 list, if I could take you to page 5 of 6 of the
6 Berube-Cote, and it's Exhibit E to that 6 list.

7 affidavit. Your counsel will find it for you. 7 MR SACHDEVA: List of creditors

8 MR SACHDEVA: Looki ng at form 33, 8 clains 250 or nore. The top one is Precision

9 counsel . 9 Priority Managenent.

10 MR, PROPHET: Yes. Looking at form 10 MR PROPHET: On the page, indeed,

11 33. Have a look at the first page of this form 11 that's correct.

12 Do you have it there, M. Conforti? 12 BY MR, PROPHET:

13 MR SACHDEVA: He's just reading it. 131|543 Q Do you see that, M. Conforti?

14 BY MR PROPHET: 14 MR SACHDEVA: Ckay. We are there.
15|533 Q That's fine. Take your ting, 15 THE W TNESS:  Yep.

16 sir. 16 BY MR PROPHET:

17 A (Wtness revi ews docunent.) 17|544 Q Ckay. You see that list? |If you
18 Yeah. 18 go down four boxes, there is a box for Royal
191|534 Q Al right. Let's start with this 19 Bank, do you see that?

20 first page. 20 A Royal Bank. Where's Royal Bank?
21 That's your signature for Conforti 21 Yep.

22 Holdings Limted, is it? 221545 Q So Royal Bank is set out in your
23 A Yes, yes. 23 creditor |list as being owed $2, 340, 000, do you
24535 Q And in this form in paragraph 3 24 see that?

25 you say that you're listing all your creditors, 25 A Yep.

1 right? Page 122 1|546 Q Yep. And Royal Bank was onepg e 124
2 A Yes, | do. | did. 2 those creditors with a lien, right?

3536 Q So I'd like you -- 3 A Yep.

4 A I don't think -- 4547 Q And so you disclosed them right?
5|537 Q I"'msorry? Al of Conforti -- 5 A I's here, right?

6 A My (indiscernible) -- yeah. 61548 Q Yes.

7 Conforti Hol di ng. 7 A Yes, okay.

8538 Q Let's just stop there for a 81549 Q Let's go down.

9 second, though. So you've signed this form 9 A Yep.

10 right? You've told ne that. That's -- 101|550 Q Okay. For a nonment, let's go

11 A Yeah. 11 back up in this al phabetical listing of your
121|539 Q -- good. 12 creditors, okay? Can you go up to the Bs. Do
13 A Yes. 13 you see that?

14 (540 Q And in the form you're saying on 14 MR SACHDEVA: Yes. \Which one are you
15 behal f of Conforti Holdings Limted, right, 15 | ooki ng at?

16 that -- 16 MR PROPHET: | amon -- on this form
17 A Yeah. 17 | am on page 2 of 6.

18|541 Q -- you are preparing and 18 MR SACHDEVA: Sorry. | nmeant which
19 providing a list of all your creditors, right, 19 creditor?

20 that's all of Conforti Holdings' creditors, 20 MR PROPHET: |'m | ooking at no

21 right? 21 creditor, but |I've got a question about that.

22 A Yes, | did. 22 BY MR PROPHET:

231542 Q Ckay. So let's go and have a 23|551 Q Do you see the creditors whose
24 look at the list then. So I'mgoing to ask your 24 names begin with the letter B there, do you,

25 counsel to turn sone pages. 25 M. Conforti?
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1 A Bel | Canada, yep. Page 125 1 are not -- if Beauty Experts enters into a Page 127
21552 Q Brookfield, do you see that? 2 contract, you won't be liable for it personally,
3 A Property Brookfield, yeah. 3 t hough, will you?

41553 Q But no clai mdisclosed there for 4 A (I ndi scernible) owe ne noney.

5 Beauty Experts, correct? 5 (i ndiscernible) noney. And |I'm (indiscernible)
6 A Yeah. 6 noney, take the noney.

71554 Q And you now say, and this is part 71567 Q So if Beauty Experts --

8 of all of these proceedings that Beauty Experts 8 A For the last eight nine years.

9 has a claim maybe, $1.5 nillion; maybe 9 (Reporter seeks clarification.)

10 $1,695,000. | can't tell which. But you didn't 10 BY MR, PROPHET:

11 disclose it, did you? 11(568 Q I'"I'l ask the question --

12 A | don't think | have any reason 12 A BE is me and ny -- go ahead.

13 because Beauty Expert is nme, and | have a GSA in 131|569 Q 1"l ask the question again. |If
14 pl ace who can control BAE [sic] is me. 14 Beauty Experts borrowed noney fromthe bank and
15|555 Q Thi s docunent is not addressed to 15 you didn't guarantee it yourself, and Beauty

16 you, sir. |It's addressed to all the creditors. 16 Experts didn't pay, the bank couldn't get that
17 It's not about what -- 17 nmoney from you, could they?

18 A Yes. 18 A But that is ny conpany. It's ny
19|556 Q -- you know. Right. But you -- 19 noney.

20 A BEis me. BEis ne and ny wfe, 201|570 Q It's a different --

21 Conforti Holding is nme and ny wife. 21 A I work --

22 (557 Q | under st and. 221|571 Q That's fine.

23 A W control the conpany. 23 A Al this hard work we did it for
24558 Q Right. But you are claimng that 24 the last nine years, ne and ny wife, 14 hours a
25 Beauty Experts has a lien on Conforti Holdings 25 day, seven days a week. We want to be paid. W
1 Limted s property, right? Page 126 1 put in a GSA. If the conpany doesn't have Egge 128
2 A They have to owe nme noney, yeah, 2 noney, | take the npney when it have the noney.
3 fromny hard work | did for -- 3 That is the reason we never put the creditor
41559 Q But -- 4 here.

5 A -- the last -- 5|572 Q The question I'm asking you,
6560 Q But -- 6 though, is this is a statenent that the other

7 A -- eight years. 7 creditors will look at. And part of the reason
8561 Q But you're claimng -- no. 8 they get a statement like this is to know how

9 Importantly, you're claimng that Conforti 9 they are going to fare, howit's going to work
10 Hol di ngs owes you and your w fe noney, right? 10 out for them against Conforti Holdings, right?
11 A Yep. 11 So you had to tell the creditors what the clains
12|562 Q But you are al so claiming that 12 are, but you didn't tell them about the Beauty
13 Beauty Experts has a lien for the noney that you 13 Experts claim did you?

14 say Conforti Hol dings owes you and your wife, 14 A Can | answer you on that? W had
15 right? 15 pressure for the landlord to shut down all those
16 A Yeah, | have the GSA. 16 location. We did everything rushing to file the
17|563 Q Right. You don't have a GSA 17 NO . M daughter prepare everything and we no
18 yoursel f personally, though, do you? 18 go to real the (indiscernible) one. For us, we
19 A BE have it. 19 know what do we have to haul. Number 1 is the
20564 Q BE has it, that's right? 20 landlord. That's where this stay behind ne

21 A But BE is controlled by me. 21 looking for mllions of dollars. And we file,
22 Nobody can touch BE because it's ny conpany. 22 ny daughter did it, the best it can to file this
23565 Q But you -- 23 NO in a very short tine because we don't have
24 A And Conforti is ny conpany. 24 no choice to be shut down on Monday all of a
25566 Q You and Beauty Experts, though, 25 sudden. | do not want to lose, try not to |ose
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1 it, all of my location because |'ve been inlz‘\ilj\‘grek129 1 A Conforti Holdings is ny conpgﬁg.e B
2 for 46 years in this conpany, nme and ny wfe. 2 Beauty Experts is my conpany. |s ny noney, is
3 Wor ki ng seven days a week, a day, and working 3 nmy nmoney, so what | try to do when | have the
4 very, very, very, very hard. That's it. 4 money, |'mtaking. Nobody can stop nme to take
5 Thi nking Conforti is mne, BEis nmne. | don't 5 that noney because it's really ny hard-working
6 think I should be show the creditor. Because if 6 for nine years noney.

7 you have -- 71581 Q So do you then --
8|573 Q So you don't -- 8 A | don't think -- | don't think I
9 A -- (inaudible) nmoney -- 9 di d anyt hi ng wong.

10|574 Q Sorry. | just want to stop you 101|582 Q Do you then say that you --

11 there for a mnute. So you don't think you had 11 A Maybe | should put it in. |
12 a duty to tell the creditor that Beauty Experts 12 don't know. But what | say we rush to file this
13 had a lien claimfor $1,500,000 or $1, 600, 000, 13 NO .

14 you didn't have to do that. You didn't have to 14 (583 Q Right. So --

15 tell anybody about that, that's what you're 15 A | gotta try to protect nyself and
16 telling me? 16 ny famly.

17 A In that monent, | think what's ny 17|584 Q | want to take you now, sir, to
18 daughter think and what | think to put the real 18 anot her docunent. It's an affidavit you swore
19 creditor who is the creditor. And the real 19 on the 21st of COctober 2020. It's Exhibit M
20 creditor, | think, is all listed here. And I 20 for counsel, to the Berube-Cote affidavit. |
21 t hi nk what ever ny daughter did it, did a great 21 want you to have a look at this affidavit of
22 job. For the day we're spending in this file 22 yours, sir. It's the longer affidavit. What
23 thing, because we are really in the rush with BE 23 I"mgoing to --

24 being rushed to do that. W don't have no 24 MR SACHDEVA: Any particul ar
25 choice to lose all of ny location after 45 25 par agr aphs?

Page 130 Page 132
1 years. 1 MR PROPHET: Yes. So first | want
2575 Q You earlier told ne, sir, that 2 you to look at the first page of the affidavit,
3 your daughter had prepared, and you said you 3 M. Conforti.
4 t hought that you weren't sure in 2018-2019, 4 MR SACHDEVA: We are there.
5 2019- 2020, the statenments of account for Beauty 5 BY MR PROPHET:
6 Experts, with respect to its claim what you say 6585 Q Okay. Read that.
7 its claimis against Conforti Hol dings, she did 7 A (Wtness reviews docunent.) |
8 that herself, right? 8 have to read nore?
9 A Yes. That's what ne and ny wife 91586 Q No. Stop on the first page.

10 we want. We want be paid for 2018. 10 A Yep.

11(576 Q | understand. And your daughter, 11587 Q Do you renmenber meking this
12 you told ne, prepared those account statenents. 12 affidavit, M. Conforti, now that you've --

13 So she -- 13 A Yep.

14 A Yes, sir. 14 (588 Q -- read it again? GOkay. Can |
15|577 Q -- knew about the -- 15 take you to the last page of the affidavit
16 A O course. 16 pl ease, sir? Do you see that? You see the
17 (578 Q -- Beauty Experts -- yes. She 17 signature |ines?

18 knew about the Beauty Experts claim then, 18 MR SACHDEVA: One second.

19 didn't she? 19 MR, PROPHET: Do you see that? Sorry.
20 A Yep. 20 MR SACHDEVA: Yes, we are there.
21579 Q What you say it is. Ckay. 21 BY MR, PROPHET:

22 A Yep. 221589 Q Okay. Do you renenber putting
231580 Q But neither you nor she included 23 that automatic signature, the DocuSign signature
24 it in the statement because you didn't think you 24 on the affidavit, sir?

25 needed to? Did anybody -- 25 A Sorry?
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1|590 Q Do you renenber authorizing 538? 133 1 33, that was Septenber 28th. So this is thrpgge 135
2 signature to be put on this affidavit? 2 or four weeks later, right, sir?

3 A I think so, yeah. It was a long 3 A Yeah. | got to take a look. |
4 time ago. 4 don't know where is the day. | don't know where
5]591 Q Do you accept that this affidavit 5 is the day. |'msorry.

6 is the document that you swore on the 21st of 6600 Q Cct ober 21, |ast page.

7 Cct ober having reading the first page -- 7 A It's one nonth.

8 A Yes. 8601 Q Al nost - -

91592 Q -- and having | ooked at this? 9 A Three weeks, yeah.

10 Ckay, yes? 101|602 Q Al npst a nont h.

11 A Yeah. 11 A Yep.

121|593 Q So I'd like you to turn to 121|603 Q And you' d agree with nme you still
13 paragraphs 9 through 16, and take your tine to 13 don't disclose the Beauty Experts claimhere,

14 read them over please, sir. 14 t hough, do you?

15 A What is that? 15 A My -- ny trustee in the end, |
16594 Q Paragraph 9 through 16. 16 think the end (indiscernible).

17 MR. SACHDEVA: Fromthere going to 16. 17604 Q Say -- | didn't under --

18 So take your tinme. Start with 9. 18 A (I naudi bl e) GSA.

19 THE WTNESS: (Wtness reviews 191|605 Q No, no. Did you disclose. |

20 docunent.) To 16? 20 asked a sinple, straight question.

21 BY MR, PROPHET: 21 You don't nention Beauty Experts here
221595 Q Ni ne through 16. 22 anywhere, do you, sir?

23 A (Wtness reviews docunent.) 23 A No.

24 Ckay. 241606 Q In this affidavit. In fact, you
25596 Q Al right. So in these 25 say that the remaining creditors, other than the
1 par agr aphs, you descri be how Royal Bank WaSnge 134 1 si gned Royal Bank debt, TD and the car Page 136
2 secured creditor of Salon Distribution and then 2 financers, the remaining creditors are

3 Conforti Holdings after the anal gamati on, and 3 unsecured. So you don't tell anybody el se about
4 how you bought that security from Royal Bank 4 the Beauty Experts claimyou say you have,

5 because you guaranteed it. So you describe 5 right?

6 that. And then you go on to describe how 6 A | told ny trustee the end the --
7 Toronto Dominion Bank is a secured creditor with 7 the end the Cctober. | don't renenber exactly
8 a letter of credit, and how they're secured 8 the day. But | told himthe end Cctober.

9 creditors for sone financed vehicles. So you 91607 Q You told the --

10 describe all that. And then at paragraph 16, 10 A | had a GS --

11 you say, and | want you to look at this, sir. 11(608 Q You told the proposal trustee

12 You say that on the list of creditors, the 12 that you had --

13 remaining creditors are unsecured and are owed 13 A Yep.

14 approximately $5.7 nillion. Do you see that, 141609 Q -- a secured clain?

15 sir? 15 A Yes. GSA. | have a GSA for BE,
16 A Yep. 16 I told himin October, end of --

17|597 Q You don't mention Beauty Experts 171|610 Q But you --

18 anywhere in this affidavit, do you? 18 A -- Cctober (inaudible) --

19 A No. 191|611 Q But you didn't -- sorry. Ckay.
20598 Q This is three and a half to four 20 But you didn't put it in this

21 weeks after the first list of creditors that we 21 af fidavit?

22 | ooked at before, right? 22 A No. Maybe ny daughter forget.

23 A I don't know which it is. Yeah, 23 Maybe we should put. | don't know. | -- | no
24 I think it's -- yeah. After, no? 24 think | did anything wong.

25(599 Q We | ooked at the one, the form 25(612 Q Counsel --
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1 A Because this -- this is ny nsﬁgs 137 1625 Q Okay. Very good. Counsel, Sgge 139

2 I work for, for nine years. 2 have asked for all comuni cati ons between

3|613 Q Sir, we've -- 3 Conforti Holdings Linmted and the proposal

4 A And -- 4 trustee concerning the Beauty Experts security.

5|614 Q -- been over that -- 5 And | believe all you've given us is the -- is

6 A -- I've been working -- 6 Volune Il. And | think that's all that's --

71615 Q -- and |'ve -- 7 wel |, there's no nmention of the Beauty Experts

8 A -- (inaudible.) 8 security. But it is certainly comunications

91616 Q We've -- sir, | have never 9 with the proposal trustee. There's no nention

10 chal I enged your working for the company. This 10 anywhere including in the listing of the

11 is not -- 11 payables in Volune I. M. Conforti has just

12 A I work for nothing? 12 told nme on the record that he thinks he told the

131|617 Q Sir, that's not in issue. What 13 proposal trustee that Beauty Experts cl ai ned

14 isinissue -- 14 security despite the fact that he didn't nention

15 A (I'ndiscernible) -- 15 it in his affidavit sworn around the sane tine

16618 Q Wiat is in issue -- what is in 16 in late Cctober of 2020. | want you to check

17 issue, sir, is -- 17 the Conforti files and all records and undertake

18 A It is an issue for ne. 18 to provide me with full particulars of this

191|619 Q What is in issue, sir, is whether 19 purported conmuni cation and meke inquiries of

20 -- 20 the proposal trustee to deternine whether or not

21 A 1"'m70 -- 21 they agree with that statenent.

221620 Q -- or not you -- 22 uT MR SACHDEVA: So | can tell you,

23 A -- years and ny wife is 67 -- 23 counsel, there would be no enmils between

241621 Q Sir, can | -- 24 M. Conforti and the proposal trustee directly

25 A -- years old. 25 because M. Conforti doesn't really use enmil.
Page 138 Page 140

1622 Q Can | -- 1 So | will go back. H s daughter was asked for

2 A W want retire, and we can't 2 al | comuni cations and we have produced what was

3 retire because |'ve gotta collect this noney. 3 given to us. | will certainly speak to the

4 MR PROPHET: | need to -- 4 proposal trustee to determine if and when they

5 THE WTNESS: (inaudible.) 5 were first told -- sorry, when they were first

6 MR SACHDEVA: Let counsel -- 6 told of the Beauty security. | think that

7 MR PROPHET: | need to -- 7 answers your undertaki ng?

8 MR SACHDEVA: -- ask his questions. 8 MR PROPHET: Make the inquiries --

9 MR PROPHET: | need to finish ny 9 MR SACHDEVA: That's the --

10 guesti ons. 10 BY MR, PROPHET:

11 MR SACHDEVA: o ahead -- 11(626 Q -- of the proposal -- | would

12 THE WTNESS: Co ahead -- 12 like you to nmake the inquires of proposal

13 MR, SACHDEVA: -- counsel. 13 trustee, and I will be independently requesting

14 THE WTNESS: -- pl ease. 14 their confirmation of that. But | would Iike

15 BY MR, PROPHET: 15 you to make those inquires given the answer the

16623 Q You'd agree with ne what is in 16 wi tness has just given.

17 issue here, sir, is whether or not Conforti 17 uT MR, SACHDEVA: We'Il nake those

18 Hol di ngs, Beauty Experts, and you yourself, have 18 inquiries, yes.

19 conmplied with applicable law. That's what's in 19 BY MR, PROPHET:

20 issue here, sir. You're in a legal proceeding, 201|627 Q Do you have any evidence in the

21 okay, sir? 21 record, M. Conforti, of any disclosure to the

22 A Vell -- 22 creditors of the existence of the BEI claimfor

231|624 Q You understand that, don't you, 23 its debt and security prior to the listing of

24 sir? 24 creditors that appears as Exhibit F to the

25 A Yes, | do understand, yes. 25 Berube-Cote affidavit. And I'll ask your
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1 counsel to answer that question on your behgla .e “ 1|634 Q The end of Cctober, yes. YoEage 143
2 MR SACHDEVA: There's not hing, 2 told nme that before. 1've asked -- your counsel
3 counsel . 3 is going to make sone inquiries about that.

4 MR PROPHET: 1'd like to go back to 4 There's no evidence in the record of that, but
5 your affidavit, M. Conforti. 5 you've told me that. So we will stick with what
6 MR SACHDEVA: Where would you like us 6 you say you did. | want a different point here.
7 to go? 7 Was it you that told the trustee that
8 MR PROPHET: As soon as | get there, 8 it was not registered because of a m stake?

9 1"1l let you know. 1'd like you to go to 9 A What you mean is not registered?
10 Exhibit Kto the Conforti Novermber 11 affidavit. 10 I"'msorry. What is not registered? |'msorry.
11 That's the fourth report w thout appendices of 11(635 Q Ckay. Let's go back to the body
12 the proposal trustee, | would Iike you to go to 12 of your --

13 paragraph 31 of that docunent. 13 A Yes.

14 MR SACHDEVA: This is the proposal 14 (636 Q We can do this. It's fine. So
15 trustee's report dated May 13th, 2021. Sorry. 15 you hold your finger on Exhibit K, and let's go
16 Wi ch paragraph, counsel ? 16 to paragraph 19. This is your affidavit sworn
17 MR PROPHET: Thirty-one. 17 on the 11th of Novenber. Read paragraph 19.

18 MR SACHDEVA: He wants you to go to 18 A (Wtness reviews docunent.)

19 par agraph 31. 19 Ckay.

20 THE WTNESS: Thirty-one? 201|637 Q Right. This is your statenent.
21 MR SACHDEVA: Thirty-one, yes. 21 You signed this affidavit, and in the first

22 BY MR, PROPHET: 22 sentence you say that Beauty Experts didn't
231|628 Q Yes. Have a | ook at that, 23 register the GSA. So you know what register

24 pl ease, sir. 24 means, then, right? You nust --

25 A (Wtness reviews docunent.) Yes. 25 A Yeah.

1629 Q Last sentence of that paragrgg e 142 1638 Q -- do if you -- okay. So mPagreelM
2 of the proposal trustee's report, sir, it tells 2 | ooking at the fourth report of the trustee,

3 me that the proposal trustee says that it's been 3 paragraph 31, right, you renenber that?

4 advi sed that BEI's security was not registered 4 A Yes.

5 due to an oversight. Do you see that? 51639 Q And that says the trustee was

6 A Yep. 6 advi sed that the Beauty Experts' security was
71630 Q Did you tell the proposal trustee 7 not registered because of an oversight, in other
8 at sone time that it was an oversight that the 8 wor ds, because of a mistake. You saw that,

9 security hadn't been registered? Ws that you 9 right?

10 that told themthat? 10 A I don't think is for me it's

11 A | don't understand the question 11 inportant to be registered because what | say
12 I"msorry. 12 early, Conforti is ny conpany, ny wife's and ne
131|631 Q Was it you who told the proposal 13 conmpany, and BE is mine and ny wife.

14 trustee that the -- what you claimis the BEl 14 (640 Q So you didn't really intend it to
15 security was unregi stered because of an 15 be registered back when you took it --

16 oversight. Was it you that told themthat? 16 A No.

17 A | don't understand what the word 17641 Q -- because you --

18 "oversight" nmeans. |'msorry. 18 A What | -- yeah.

19632 Q Oversight. A m stake. 19642 Q You didn't think that was needed,
20 I nadvertent. 20 right?

21 A So | told himin 2010 in Cctober. 21 A No, because everything is going
221633 Q I didn't understand what you just 22 good, business is going good. W open nore

23 said, sir. 23 location. And then all in that, the -- the --
24 A | told himwe have a GSA in the 24 pandenmic come in and -- and -- and that's what,
25 2010, in Cctober, end Cctober. 25 you know, meke us really worry. Al these
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District: Ontario
Division No. 09-Toronto
Court No. 31-2675583
Estate No. 31-2675583
ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
CONFORTI HOLDINGS LIMITED

AFFIDAVIT OF ANTONIO CONFORTI
(sworn November 11, 2021)
I, Antonio Conforti, of the City of Richmond Hill, Province of Ontario, MAKE

OATH AND SAY:

1. | am the President and a director of Conforti Holdings Limited (“Conforti”). | am
also the President and a director of Beauty Experts Inc. (“BEI’). As such, | have
knowledge of the matters to which | hereinafter depose, which knowledge is personal to
me, obtained from a review of the documents referred to or, where indicated, | am

advised by others in which case | believe such information to be true.

A. Overview

2. This affidavit is made in response to the motion by Moroccanoil, Inc.
("Moroccanoil’) for an order, among other things, challenging the secured
indebtedness owed by Conforti to BEI (the “BEI Debt”), and preventing Conforti from

accepting any credit bid that includes the BEI Debt.

3. As further detailed below, the BEI Debt is a valid and secured debt that was

incurred by Conforti in connection with management services provided by BEI to
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Conforti over a two and a half year period prior to Conforti’s notice of intention to make
a proposal (“NOI’) filing in September 2020. Conforti provided security to BEI for BEI's
provision of the management services more than ten and a half years before the NOI
filing.

4. As indicated in its fifth report to court, dated August 13, 2021 (the “Fifth Report”)
Crowe Soberman Inc., proposal trustee in the NOI filing (the “Proposal Trustee”), has
obtained an independent legal opinion that confirms the validity of the security for the
BEI Debt.

5. Moroccanoil’'s motion is nothing more than the latest attempt by Moroccanoil to
try to extract funds to which it is not entitted from Conforti by leveling baseless
allegations of purported diversion of Moroccanoil products to Macau. For the past
decade, Moroccanoil has embroiled Conforti in litigation before the United States District
Court for the District of New Jersey (the “US Court”). After initially settling litigation in
2013, Moroccanoil, in 2015, breached the parties’ settlement agreement and tried to
enforce the same before the US Court (the “US Action”).

6. Following over six years of discovery and endless discovery motions from
Moroccanoil in the US Action, the US Court admonished Moroccanoil earlier this year
saying that “enough is enough”.

7. Unsatisfied with how the US Action has proceeded, Moroccanoil has now turned
its attention to the Canadian courts.

8. Moroccanoil is now using the NOI proceedings to cast baseless allegations about
the BEI Debt and invent “prejudice” perceived by Moroccanoil without any evidence to

substantiate the claims.
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B. Parties

9. Conforti is a privately-held corporation that, as at the date of Conforti’s NOI filing,
operated 41 beauty salons under 10 different trade names in Southern Ontario. All of
Conforti’'s salons are located in rental units in shopping malls and commercial office
buildings across Southern Ontario with the exception of one salon that is located in an
outdoor shopping plaza in Collingwood, Ontario. Due to the challenges posed by the
COVID-19 closures of shopping malls and hair salons, we are now down to 41 hair

salons.

10.  Until August 23, 2021, Conforti owned and operated its head office from a 11,000
square foot commercial property municipally known as 7755 Warden Avenue, Unit 2,
Markham, Ontario (the “Head Office”). As further described below, the Head Office
was sold pursuant to a sales process administered by the Proposal Trustee on August

23, 2021.

11.  BEl is also a privately-held company that operates in Ontario.

12.  Moroccanoil is a California corporation and carries on business as a distributor of

hair care products in Canada (among other countries).

C. Background: Conforti’s Business and Operations
i. Conforti Successfully Expands its Business
13.  Conforti has been a family owned and operated business for more than 44 years.

My wife Sylvia and | have actively managed the business since we founded it in 1977.

14. In 2010, Conforti decided to expand its footprint in Ontario by opening additional

salons. At the time Conforti made this decision, the business operated 47 salons.
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15. From 2010 to 2017, Conforti added an additional 13 salons to its portfolio at a
substantial investment (the “Expansion”). During this same time period, there were a
series of amalgamations to consolidate the business activities of Conforti and related

corporations.

16. BEI was formed in anticipation of the Expansion to assist in organizing my

business interests, including over 25 corporations | owned at the time.

17. In order to fund this significant operational expansion and otherwise manage
Conforti’s liquidity, my wife and | decided that management fees with respect to our
services would be charged by BEI to Conforti for overseeing the business but these
management fees would be deferred until after the Expansion was complete (the

‘Management Fees”).

18. As a condition of BEIl's provision of management services to Conforti, BEI
required Conforti to execute a general security agreement to secure the due payment
and performance of Conforti’s obligations to BEI. Pursuant to the general security
agreement, dated March 2, 2010 (the “GSA”), Conforti granted BEI a security interest

over all of Conforti’s personal property. Attached as Exhibit “A” is a copy of the GSA.

19. BEI did not register the GSA at the time it was executed because, as the
principal of both companies, | was aware of any and all security that Conforti granted to
its creditors. As a result, BEl was not concerned about an intervening security
registration. The GSA was subsequently registered on February 24, 2021. Attached as

Exhibit “B” is a copy of the Financing Statement for the BEI security.
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ii. Remuneration

20.  Prior to the Expansion, my wife and | each received an annual salary and bonus
from Conforti. In the years immediately preceding the Expansion, we received
$1,298,000 each in salary and bonuses for the year ended December 31, 2009, and
$1,398,000 each in salary and bonuses for the year ended December 31, 2010.
Attached as Exhibits “C” and “D” are redacted copies of the first page of our 2009
and 2010 tax assessments from Canada Revenue Agency (“CRA”) reflecting our
employment income for those years. The tax assessments have been redacted to

remove sensitive personal financial information that is not relevant to this motion.

21. Once Conforti began implementing its planned Expansion, our remuneration
decreased significantly. For the year ended December 31, 2011, my wife and | each

earned $513,000. From 2012-2020 we earned the following amounts from Conforti:

Year | Annual Employment Income

2012 | $93,000

2013 | $46,000

2014 | $50,000

2015 | $48,000

2016 | $48,000

2017 | $56,000

2018 | $40,000

2019 | $0

2020 |$0
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Attached as Exhibit “E” are redacted copies of the first page of our 2011-2020 tax
assessments or reassessments from CRA. The tax assessments have been redacted

to remove sensitive personal financial information that is not relevant to this motion.

iii. Post-Expansion

22.  Once the Expansion was completed, Conforti began to incur the Management
Fees. In April 2019, my wife and | determined that effective April 2018, Conforti would
incur $50,000 a month in management fees from BEl. We decided that $50,000 a
month was appropriate given: (i) BEl was managing over 50 salons; (ii) we had deferred
a significant amount of compensation for seven years while Conforti expanded; and (iii)

the amount of our compensation prior to the Expansion.

23. For each of the fiscal years ended March 31, 2019, and March 31, 2020, Conforti
accrued $678,000 in Management Fees. From April 1, 2020 to September 1, 2020,
Conforti accrued $339,000 in Management Fees. BEI recorded these fees as income in
its financial statements for the year ended January 31, 2021. BEI recorded the
Management Fees at that time for tax planning purposes. Attached as Exhibit “F” is a
copy of Conforti’s transaction list by Vendor for April 2019 to September 2020 for the
Management Fees. Attached as Exhibit “G” are copies of Statements of Account from

BEI to Conforti, dated January 31, 2019, January 31, 2020, and October 1, 2020.

24.  Conforti accrued the Management Fees in 2019 and 2020 in order to manage the

company’s cash flows.

25.  After the NOI filing, Conforti has paid the Management Fees to BEI.
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26. BEI recorded $1,750,000 in Management Fees as income on its Statement of
Income (Loss) for the year ended January 31, 2021. This includes the $600,000
charged to Conforti for the fiscal year ended January 31, 2021. Attached as Exhibit
“H” is a redacted copy of BEI's Statement of Income (Loss) for the year ended January
31, 2021. It has been redacted to remove sensitive commercial information about BEI's

operations that are not relevant to this motion.

27.  Around this same time, my wife and | started planning for our retirement from
Conforti and BEI. With the completion of the Expansion, we had achieved our lifelong
dream of building a successful personal care services business. At the time, we were
66 and 63 years old, respectively, and were preparing to step away from the business to

enjoy some much needed rest and relaxation.

D. Proposal Proceeding
28. While we had begun planning our retirement, the global pandemic foiled our

plans.

29. In March 2020, the Province of Ontario implemented restrictions as a result of the
COVID-19 pandemic. These restrictions included closing shopping malls in the Greater

Toronto Area throughout most of the spring and summer of 2020.

30. On September 28, 2020, Conforti filed an NOI under the Bankruptcy and
Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”) on account of the financial
pressure arising from the COVID-19 pandemic and demands from one of its landlords.
The COVID-19 pandemic, including the closure of all shopping malls for approximately
five months and the otherwise reduced foot traffic in the shopping malls when they were

open, negatively impacted Conforti’s liquidity and its ability to fund business operations.
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31. | am advised by the Proposal Trustee that at the time the NOI was filed, the
Proposal Trustee was not aware of any ongoing litigation between Moroccanoil and
Conforti. Accordingly, Moroccanoil was inadvertently left off of the list of creditors set

out in the NOI filing.

32.  This inadvertent omission was addressed by the Proposal Trustee in its letter to
Conforti’s counsel, Miller Thomson LLP, dated June 28, 2021. A copy of the June 28,

2021 letter is attached as Exhibit “I”.

33. The stay of proceedings afforded by Conforti’'s NOI filing was extended three

times by orders of the Court.

34. Although the stay was extended three times, at no point did Conforti seek an
order from an American court extending the stay to any proceedings or assets in the

United States.

35.  Accordingly, while Moroccanoil alleges that it would have “opposed the stay
extensions” had it had received notice of the motions to extend the stay, it does not
adduce any evidence of how, as a contingent creditor with an unliquidated claim, it was
materially prejudiced by the stay. This is particularly true when at no time was

Moroccanoil prevented from pursuing claims against Conforti in the US Court.

36. Before the final extension of the stay of proceedings expired, Conforti filed a
holding proposal to its unsecured creditors on March 12, 2021. Conforti filed a holding
proposal at that time because its salons were still closed as a result of the Province of
Ontario’s COVID-19 restrictions, and it was unclear when the salons would be permitted

to reopen, let alone reopen at full capacity.
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37.  As of the date of my affidavit the salons are open, but are operating at a reduced

capacity as a result of provincial COVID-19 restrictions.

38. The Proposal Trustee held the first meeting of Conforti’'s creditors on April 1,
2021 (the “Creditors Meeting”). The Creditors Meeting was adjourned to October 29,
2021, or such earlier time as the Proposal Trustee determined was appropriate given
Conforti’'s business operations and its ability to make a substantive proposal to its

creditors.

39.  On October 29, 2021, the Creditors Meeting was further adjourned to March 31,

2022 (the “October Creditors’ Meeting”).

E. Sale of the Head Office
40. The prolonged closure of Conforti’s salons for most of the past 19 months as a
result of the COVID-19 pandemic has caused Conforti to increasingly deplete the cash

reserves it had on hand at the time it filed the NOI.

41. In order to conserve cash resources and reduce its overall debt load for the
benefit of its creditors, Conforti, in consultation with the Proposal Trustee, decided to

sell the Head Office.

42. By motion returnable May 25, 2021, Conforti obtained an order (the “Sale
Process Order”) (i) authorizing and directing the Proposal Trustee to carry out a
stalking horse sales process for the sale of the Head Office; and (ii) approving a stalking
horse asset purchase agreement between Conforti and Cicaplus Ltd. (the “Stalking

Horse Bidder’) as a stalking horse bid (the “Stalking Horse APA”). The Stalking
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Horse Bidder is related to Conforti. Attached as Exhibit “J” is a copy of the Sale

Process Order.

43. In connection with the motion for the Sale Process Order, the Proposal Trustee
filed a fourth report, dated May 14, 2021 (the “Fourth Report”). In the Fourth Report,
the Proposal Trustee stated that the purchase price in the Stalking Horse APA was
‘reasonable and would represent an appropriate result for the creditors of Conforti”
based on the independent appraisal of the value of the Head Office obtained by the
Proposal Trustee. Attached as Exhibit “K” is a copy of the Fourth Report, without

appendices.

44.  While Moroccanoil tries to make much of the fact that it did not have notice of the
motion for the Sale Process Order and was purportedly “prejudiced” as a result, at no
point has it sought to set aside the order or alleged that the sale process conducted by

the Proposal Trustee was improvident.

45. According to the Fifth Report, the Proposal Trustee received seven Qualifying
Bids (as that term is defined in the Sale Process Order) for the Head Office. Attached

as Exhibit “L” is a copy of the Fifth Report, without appendices.

46. The Fifth Report also states that in accordance with the Sale Process Order, the
Proposal Trustee held an auction among the Qualified Bidders (as defined in the Sale
Process Order) on July 15, 2021. At the conclusion of the auction, the Stalking Horse
Bidder was the Successful Bidder (as defined in the Sale Process Order) having
submitted the highest bid for the Head Office. The successful bid was for $6,200,000,
which was $2,668,650 higher than the Stalking Horse APA. Of the $6,200,000 amount,

$2,768,650 is payable in cash, and the balance is satisfied by the assumption of
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related-party debt, including $1,500,000 owed by Conforti to BEl on account of the

Management Fees (the BEI Debt).

47. By motion returnable August 23, 2021 (the “Sale Approval Motion”), the
Proposal Trustee sought approval of the sale of the Head Office to the Stalking Horse

Bidder pursuant to an augmented Stalking Horse APA (the “Augmented APA”).

48. In support of the Sale Approval Motion, the Proposal Trustee stated in its Fifth
Report that it has obtained an independent legal opinion confirming, subject to the usual
assumptions and qualifications, the validity and enforceability of the third-party debt,

including the BEI Debt.

49.  Moroccanoil opposed the Sale Approval Motion and challenged the validity of
BEI's security under the GSA and the BEI Debt (the “Moroccanoil Motion”).
Moroccanoil also sought to prevent the Proposal Trustee from accepting the Augmented
APA or, alternatively, to require the Stalking Horse Bidder to pay $1,500,000 in cash to

close the transaction instead of assuming the BEI Debt.

50. Ultimately, Conforti, the Stalking Horse Bidder, and Moroccanoil agreed that the
sale could be approved and the vesting order granted subject to certain terms. Among
other things, the terms required the Stalking Horse Bidder to deposit $1,500,000 in trust

with counsel for the Proposal Trustee pending resolution of the Moroccanoil Motion.

51. The Stalking Horse Bidder has deposited $1,500,000 with counsel for the

Proposal Trustee in trust.

52.  Accordingly, the Augmented APA was approved and the Head Office was vested

in the Stalking Horse Bidder pursuant to order of the court dated August 23, 2021 (the
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“Sale Approval Order”). The Sale Approval Order was without prejudice to, among
other things, the positions of the Stalking Horse Bidder and Moroccanoil with respect to
the BEI Debt. Attached as Exhibit “M” is a copy of the Sale Approval Order and

related endorsement.

53. In response to Moroccanoil’s conjecture at paragraph 44 of the affidavit of Marie-
Eve Bérubé-Coté, sworn October 13, 2021, that a bankruptcy of Conforti may have
“significantly increased recoveries for [Conforti’s] unsecured creditors” | am advised by
Erin Craddock, a lawyer with Miller Thomson LLP, that if Conforti had been deemed
bankrupt as a result of the failure to extend the stay of proceedings or a vote by its
creditors against the holding proposal, Conforti’'s secured creditors would not have been
subject to the stay of proceedings in the bankruptcy. As a result, Conforti's secured
creditors would have been free to realize on their collateral—including the Head
Office—without a court-supervised sales process and there may have been no recovery
for unsecured creditors let alone contingent creditors with unliquidated claims in foreign

court proceedings.

F. US Action

i Background

54.  Moroccanoil has been engaged in highly contentious litigation with Conforti for
more than a decade in the US Court. Throughout the proceedings Moroccanoil has
engaged in “scorched earth” litigation tactics that have not only prolonged the

proceedings but also significantly increased the legal costs for all of the parties.

55. In 2011, Moroccanoil sued Conforti’'s predecessor, Salon Distribution, Inc. (“SDI”)

and me in the US Court. The parties subsequently resolved that litigation by way of a
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settlement agreement, dated July 15, 2013 (the “Settlement Agreement”). Attached as

Exhibit “N” is a copy of the Settlement Agreement.

56. Among other things, the Settlement Agreement required SDI to purchase, and

Moroccanoil to supply, $1,298,00 worth of Moroccanoil products over three years.

57. The Settlement Agreement also required SDI to obtain a bond in the amount of
$1,250,000 to secure the liability of SDI and me for breach of the Settlement Agreement

(the “Bond”).

58. The parties also agreed that:
[a]ny dispute arising between Defendants and Moroccanoil arising
from or related to the interpretation or enforcement of this
Agreement shall be decided by and only by the District Court in the
Moroccanoil, Inc. v. Tony Conforti, et al, pending in the United
States District Curt, District of New Jersey... applying New Jersey
law. The Parties consent to the exclusive jurisdiction of the District
Court in Newark, New Jersey to decide all such matters and agree

that the sole and exclusive court to hear and decide such disputes
shall be the District Court in Newark, New Jersey....

ii. Amalgamation

59. SDI amalgamated with Conforti for tax purposes on March 31, 2012. At no time
has Conforti tried to conceal the amalgamation from Moroccanoil or avoid any
obligations it may have under the Settlement Agreement as a result of the
amalgamation. Further, the reason SDI is a party to the Settlement Agreement, and not
Conforti, was that Moroccanoil sued SDI and not Conforti. Attached as Exhibit “O” is a

copy of the corporate profile report for SDI.

60. Although Moroccanoil has repeatedly tried to make an issue of the fact that SDI

amalgamated with Conforti in proceedings both before the US Court and on this motion,



DocuSign Envelope ID: 80C7884D-2353-4FF6-9C7B-3B74F5292FBB

-14 -

the amalgamation is of no practical consequence to Moroccanoil because Conforti was

liable for SDI's debts upon amalgamation.

61. In fact, when Conforti brought a motion to substitute Conforti for SDI in the US
Action in late 2020, Moroccanoil did not dispute that Conforti was liable for any
“convictions, rules, orders, or judgments entered for or against SDI....” In ordering that
Conforti be substituted for SDI, US Court Magistrate Judge Michael Hammer (the
“‘Magistrate Judge”), reasoned that,

Moroccanoil has failed to identify any material prejudice resulting from

allowing substitution at this stage. First, as noted above, substitution does

not affect Moroccanoil's right of recovery against the Defendants....

Second, Moroccanoil has been afforded ample discovery specific to the
amalgamation....

Attached as Exhibit “P” is a copy of the December 30, 2020 Transcript of Opinion by

the Magistrate Judge (the “US Court Opinion”).

62. The Magistrate Judge ultimately held that he could “identify no litigation
advantage that Defendants gained from the belated disclosure, nor any prejudice that

Plaintiff has suffered.”

63. The US Court Opinion was affirmed by United States District Court Judge Kevin
McNulty on June 4, 2021. Attached as Exhibit “Q” is a copy of the June 4, 2021

opinion of the Honourable Kevin McNulty.

iii. Moroccanoil Breaches the Settlement Agreement

64. Pursuant to the terms of the Settlement Agreement, from July 15, 2013 to
January 2015, Conforti purchased $804,091.61 in Moroccanoil products through
Morocannoil’'s Greater Toronto Area distributor Venus Beauty Supplies (the

“Distributor”).
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65. In January 2015, Moroccanoil alleged that Conforti had diverted Moroccanoil
products to a store in Macau. Despite this allegation, at no time did Moroccanoil

provide any evidence that Conforti had diverted products to Macau.

66. In connection with the allegation, Moroccanoil stopped supplying its products to

Conforti in breach of the Settlement Agreement in February 2015.

67. In response to Moroccanoil's baseless allegation regarding diversion of
Moroccanoil products, and at Conforti’'s own expense, Conforti thoroughly investigated
the allegations and provided Moroccanoil with an independent auditor’s accounting of
the products purchased under the Settlement Agreement from the Distributor for both

use in Conforti salons and retail to Conforti’'s customers (the “Audit”).

68. Despite the fact there was no evidence that Conforti had diverted Moroccanoill
products, and that Moroccanoil itself had breached the Settlement Agreement by failing
to sell Moroccanoil products to Conforti, Moroccanoil brought a motion to enforce the

agreement in the US Court in April 2015 (the US Action).

69. In August 2015, Conforti opposed Morocannoil’'s motion and filed an affirmative

Cross-Motion to enforce the Settlement Agreement (the “US Motions”).

70. As a result of Moroccanoil's breach of the Settlement Agreement and the
resulting litigation, Conforti has incurred damages in the amount of approximately
$4,430,000 and a further $2,100,000 in legal fees. This damages amount was

determined by an independent expert.
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iv. Extensive Discovery
71.  In August 2015, the US Court denied the US Motions as premature and assigned

the Magistrate Judge to oversee discovery.

72. Discovery in the US Action has been extensive. To date, the parties have
produced over 120,000 pages of documents and exchanged seven expert reports. In
respect of oral discovery, ten withesses have been deposed. This is in addition to the

numerous motions, court hearings, and case conferences that have occurred.

73. The US Court has commented on the extensive discovery in the US Action. On
May 18, 2021, in connection with a ruling on a motion by Moroccanoil for additional oral
discovery of Conforti, which motion was granted but on a limited basis, the US Court
reasoned:

And | want to make this clear to both sides, but, frankly, particularly

Moroccanoil. | expect that will be the end of discovery.... But, really, even
in this case, at some point enough must be enough.

Attached as Exhibit “R” is a copy of the May 18, 2021 Transcript of Teleconference

Before the Magistrate Judge.

74.  On August 11, 2021, the US Court stayed the US Action pending determination
of the NOI proceedings. Moroccanoil represented to the Court that the NOI
proceedings and its claim would be completed before the end of 2021. A case

management conference is scheduled for November 30, 2021.

75.  According to an October 29, 2021 letter from the Proposal Trustee to counsel for
Moroccanoil, Moroccanoil filed a proof of claim with the Proposal Trustee on August 19,
2021. The Proposal Trustee has not yet made any determination on the substance of

the proof of claim. For purposes of the October Creditors’ Meeting, the Proposal
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Trustee treated the proof of claim as contingent and valued it at $1 for procedural
purposes only. According to the letter, the Proposal Trustee has also valued another
contingent claim at $1 for procedural purposes. Attached as Exhibit “S” is a copy of

the October 29, 2021 letter.

V. Moroccanoil’s Litigation Tactics

76. In addition to its incessant discovery motions, Moroccanoil and its counsel in the
US proceedings have also engaged in questionable litigation tactics. For example, by
letter dated June 9, 2021, counsel for Moroccanoil wrote to Atlantic Specialty Insurance
Company (the “Insurer”), the insurance company that issued the Bond, and requested
that the Insurer make payment under the Bond despite the fact that the US Action
remained pending and no judgment has been issued. Counsel for Conforti responded
to this letter on June 10, 2021. Attached as Exhibits “T” and “U” are copies the June

9, 2021 letter and June 10, 2021 letters.

77. This was not the first time that Moroccanoil had improperly tried to have the
Insurer pay out under the Bond. On September 9, 2015, US counsel for Moroccanoil
wrote to the Insurer and stated that “Moroccanoil expects payment of its damages and
attorneys’ fees by” the Insurer as a result of what Moroccanoil alleged was Conforti’s
breach of the Settlement Agreement. Attached as Exhibit “V” is a copy of the

September 9, 2015 letter.

78. US counsel for Conforti and me responded to the letter on September 22, 2015,
and denied both Moroccanoil’s allegation of breach of the Settlement Agreement and
that Moroccanoil had any entitlement to payment under the Bond. Attached as Exhibit

“W” is a copy of the September 22, 2015 letter.
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79.  Further, and most egregiously, during a March 5, 2021, court-ordered “meet and
confer telephone conference” US counsel for Moroccanoil threatened criminal
proceedings against me and stated that | was associated with organized criminal
elements in Toronto because | am ltalian. These threats are detailed in the March 23,
2021 letter from counsel for Conforti and me to counsel for Moroccanoil (the “March

Letter”), attached as Exhibit “X”.

80. As described in the March Letter, US counsel for Moroccanoil further alleged that

one of my acquaintances looked like a gangster as “if he came out of central casting”.

81.  US counsel for Conforti and me states in the March Letter that he requested that
Moroccanoil's US counsel stop such racist and discriminatory accusations. However,
Moroccanoil’'s counsel continued and alleged that my associates were linked to murders
in Toronto, and that he had hired a private investigator to track people because “they

looked like they would be in the mob.”

82. This was unfortunately not the first time that US counsel for Moroccanoil had
levelled allegations against me personally. According to a March 29, 2017 letter from
US counsel for Conforti and me, US counsel for Moroccanoil had previously implicitly
threatened unfounded criminal charges against me personally in March 2017 for

“‘commercial bribery”. Attached as Exhibit “Y” is a copy of the March 29, 2017 letter.
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83. | swear this Affidavit in response to the Moroccanoil motion challenging the

security of the BEI Debt and for no other or improper purpose.

SWORN BEFORE ME via video-conference

with the deponent in the City of Markham, posusignedty ,
Ontario, and the Commissioner in the City of lwtonis Co"‘fb"ﬁ
Toronto, Ontario this 11th day of November, RS

_ Antonio Conforti
202 1 DocuSigned by:

€rin (rad dode

A Commissioner for %gﬁfﬁDéanqﬁdavits (or as 4
may be)

Note: This affidavit was commissioned via simultaneous video-conference in accordance with the Commissioners for
taking Affidavits Act, R.S.0. 1990, CHAPTER C.17, and the Law Society of Ontario: COVID-19 Response Statement
interpretation of that Act, under which (i) the identity of the deponent was confirmed from government issued
identification, (ii) the commissioner administered the oath or affirmation, (iii) the deponent affixed their electronic
signature to the affidavit and transmitted the full electronic affidavit, as sworn or affirmed, including exhibits to the
commissioner, (iv) the deponent confirmed their electronic signature to the commissioner, (v) the commissioner
affixed their electronic signature to the affidavit including exhibits.
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District: Ontario
Division No. 09-Toronto
Court No. 31-2675583
Estate No. 31-2675583
ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
CONFORTI HOLDINGS LIMITED

AFFIDAVIT OF ANTONIO CONFORTI
(sworn October 21, 2020)
I, Antonio Conforti, of the City of Richmond Hill, Province of Ontario, MAKE OATH AND

SAY:

1. | am the President and a director of Conforti Holdings Limited (“Conforti”). As such, |
have knowledge of the matters to which | hereinafter depose, which knowledge is personal to
me, obtained from a review of the documents referred to or, where indicated, | am advised by

others in which case | believe such information to be true.

A. Overview

2. The affidavit is made in the context of Conforti’'s recent filing of a notice of intention to
make a proposal (the “Proposal Proceedings”) under the Bankruptcy and Insolvency Act,
R.S.C. 1985, c. B-3, as amended (the “BIA”), and in support of a motion by Conforti for an
order:
a. approving a debtor-in-possession (“DIP") term sheet between Conforti and
myself (in such capacity, the “DIP Lender”), dated October 20, 2020 (the “DIP
Term Sheet”), a DIP loan (the “DIP Loan”) and the authority to borrow up to
$500,000;

b. granting the following charges over Conforti’s property:
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i. acharge to a maximum amount of $500,000 in favour of the DIP Lender;
ii. a charge in favour of Crowe Soberman Inc., in its capacity as proposal
trustee in these proceedings (the “Proposal Trustee”), counsel to the
Proposal Trustee, and counsel to Conforti to secure payment of their
professional fees and disbursements to a maximum amount of $250,000
(the “Administration Charge”); and
iii. a charge in favour of the directors and officers of Conforti to a maximum
amount of $100,000 (the “Director’s Charge”);
c. approving the first report of the Proposal Trustee, to be filed (the “First Report”),
and the conduct and activities of the Proposal Trustee as described therein; and
d. extending the time to file a proposal from October 28, 2020 to December 14,

2020.

3. The balance of this affidavit will describe the nature of Conforti’'s business and events
leading up to the filing of the notice of intention to make a proposal (“NOI”) on September 28,

2020, and the appointment of the Proposal Trustee.

B. Background: Conforti’s Business and Operations

4, Conforti is a privately-held corporation that, as at the date of the NOI filing, operated 52
beauty salons under 10 different trade names in Southern Ontario. Attached as Exhibit “A” is

a copy of the corporate profile report for Conforti.

5. Conforti has been a family owned and operated business for more than 44 years. |

started the business in 1977.

0. Conforti’'s salons, save and except for a location in Collingwood, Ontario, are located in
rental units in shopping malls and commercial office buildings across Southern Ontario. The

Collingwood property is located in an outdoor shopping plaza.
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7. Conforti owns and operates its head office from a 11,000 square foot commercial
property municipally known as 7755 Warden Avenue, Unit 2, Markham, Ontario (the “Head

Office”).

8. Conforti currently has more than 600 employees and 400 independent contractors

working at the Head Office and salons as stylists, estheticians, and front desk personnel.

C. Senior Secured Creditor

9. Conforti's predecessor Salon Distribution Inc., as borrower, is party to a loan facility
letter dated May 6, 2015, and made between Royal Bank of Canada (“RBC”), as lender, and

myself as guarantor (as amended, the “Credit Agreement”).

10. On October 15, 2020, | took an assignment of the credit facilities and security held by
RBC in connection with the Credit Agreement, pursuant to an Assignment of Debt and Security
Agreement, dated with effect as of October 15, 2020, between Conforti, RBC, as assignor, and
myself, as assignee (the “Assignment Agreement”). A copy of the Assignment Agreement is

attached as Exhibit “B”.

11. Conforti's debt obligations and liabilities pursuant to the Assignment Agreement are fully
secured by:
a. a collateral charge with a principal amount of up to $2.5 million on the Head
Office; and

b. personal property security over all of the assets of Conforti.

12. As of October 15, 2020, the total indebtedness outstanding under the Credit Agreement

was approximately $1,931,333.68.
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D. Conforti’'s Other Creditors

13. In addition to the assigned security interest, there are four additional registrations in
respect of Conforti under the Personal Property Security Act, R.R.O. 1990, c. P. 10, as
amended (“PPSA”). RBC has a registration against Conforti as security for certain obligations

of Conforti under the Assignment Agreement.

14, The Toronto-Dominion Bank (“TD”) has also registered a security interest against
Conforti under the PPSA for a letter of credit extended by TD to Conforti in connection with an

agreement between Conforti and an American company for the acquisition of salon supplies.

15. Additionally, there are two registrations in connection with financing for vehicles. These
vehicles are used by two of Conforti’s district managers and payments for the vehicles are made
by the district managers. A copy of the uncertified PPSA search results for Conforti is attached

as Exhibit “C”.

16. As indicated on Conforti’s List of creditors, Conforti’'s remaining creditors are unsecured
and are owed approximately $5.7 million. Conforti’s unsecured creditors include landlords and

trade creditors.

E. Deterioration of Conforti’s Financial Position

17. As noted above, most of Conforti's salons are located in shopping malls. For the past
several years, shopping mall landlords have increased the rent charged to Conforti, while traffic
in many of the malls has declined. However, traffic in malls came to a halt on March 24, 2020,
when the Province of Ontario shut down all non-essential workplaces, including shopping malls
in order to limit the spread of COVID-19. Attached as Exhibit “D” is a copy of the Province of
Ontario News Release, “Ontario Orders the Mandatory Closure of All Non-Essential Workplaces

to Fight Spread of COVID-19”, dated March 23, 2020.
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Brendan Bissell

From: Brendan Bissell <bissell@gsnh.com>

Sent: Monday, January 11, 2021 1:37 PM

To: Sherkin, Kevin; Bobby Sachdeva - Miller Thomson LLP (bsachdeva@millerthomson.com)
Cc: Hans Rizarri - Crowe Soberman Inc. (Hans.Rizarri@CroweSoberman.com)

Subject: RE: Conforti Holdings

Attachments: Notice of Sale RBC.pdf; SISP draft Jan 10 2021 v1.docx

Kevin & Bobby: Just following up on my email below.

Since then, the proposal trustee has received a notice of sale under mortgage from Tony Conforti’s personal lawyer
(attached). We are going to have to respond to that shortly to note that it is stayed under the BIA proceedings, but it may
be helpful to have a discussion about other ways to effect a sale of the building. For example, Hans has prepared a draft
sale process based on a stalking horse bid (also attached).

Please let me know when you are able to discuss. | can make myself available tomorrow after 10:00am at any time.

Regards,

R. Brendan Bissell

Suite 1600 | 480 University Avenue | Toronto ON | M5G 1V2

Direct 416 597 6489 | Fax 416 597 3370 | Mobile: 416 992 4979 | www.gsnh.com

Assistant | Karen Jones | 416 597 9922 ext. 101 | jones@gsnh.com

NOTICE OF CONFIDENTIALITY: This email and any attachment contain information which is privileged and confidential. It is intended only for the use of the individual to
whom it is addressed. If you are not the intended recipient or the person responsible for delivering this document to the intended recipient, you are hereby advised that any
disclosure, reproduction, distribution or other use of this email is strictly forbidden. If you have received this email by error, please notify us immediately by telephone or email
and confirm that you have destroyed the original transmission and any copies that have been made. Thank you for your cooperation. Should you not wish to receive
commercial electronic messages from GSNH, please unsubscribe.

From: Brendan Bissell

Sent: December 18, 2020 4:12 PM

To: Sherkin, Kevin <ksherkin@millerthomson.com>; Bobby Sachdeva - Miller Thomson LLP
(bsachdeva@millerthomson.com) <bsachdeva@millerthomson.com>

Subject: Conforti Holdings

Kevin & Bobby: Would it be possible to try to make some progress on the related company debt issue that Hans and |
have been told about? | gather it is c. $1.5M owing under a security agreement that has not been registered (or may not
have been).

Could we please get a copy of whatever paperwork there is on that debt and any security granted? That may help with
some issues that the proposal trustee is going to have to begin thinking through.

It may also help come to a landing on whether a registration of any security at this point may or may not be proper, or
advisable. | confess that, all things being equal, a registration at this point of security granted a while ago (along with an
appropriate explanation of why the transaction went ahead previously and why registration was not done until now, likely

1
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in the next set of court materials as a pre-emptive measure) is something that | do not see any problems with. Happy to
discuss that of course once we know more details.

Also, on a slightly longer term view | have been thinking of a possible structure for a proposal, which seems to address
the restructuring issues/concerns facing the company, so it may make sense to go over that with Bobby when he has a
moment. It would not be conventional, but in discussions here (with Mario) he and | have not yet spotted any Achilles
Heel in the approach, so wider review may be appropriate.

Thanks, and regards,
Brendan

R. Brendan Bissell

Suite 1600 | 480 University Avenue | Toronto ON | M5G 1V2

Direct 416 597 6489 | Fax 416 597 3370 | Mobile: 416 992 4979 | www.gsnh.com

Assistant | Karen Jones | 416 597 9922 ext. 101 | jones@gsnh.com

NOTICE OF CONFIDENTIALITY: This email and any attachment contain information which is privileged and confidential. It is intended only for the use of the individual to
whom it is addressed. If you are not the intended recipient or the person responsible for delivering this document to the intended recipient, you are hereby advised that any
disclosure, reproduction, distribution or other use of this email is strictly forbidden. If you have received this email by error, please notify us immediately by telephone or email
and confirm that you have destroyed the original transmission and any copies that have been made. Thank you for your cooperation. Should you not wish to receive
commercial electronic messages from GSNH, please unsubscribe.
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ONTARIO

SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY
(COMMERCIAL LIST)

IN THE MATTER OF THE

Court File No.
Estate No.

31-
31-

Summary of Sale and Investment Solicitation Process

Milestone

Description of Activities

Deadline

Phase 1 — Marketing & Due Diligence

Stalking Horse Bid

» Court Approval

» Stalking Horse Purchase Agreement

Due diligence and marketing
materials

o

o

o

> Proposal Trustee, to prepare/review:

Obtain its own appraisal

an initial offering summary (“Teaser Letter”);
a form of non-disclosure agreement (“NDA”);
a confidential information memorandum
(“CIM™;

an electronic data room (“Data Room”);

to the extent necessary, prepare forms of
transaction documents to be used by interested
parties in submitting bids

Send to all major real estate agents/brokers

[Option?] Engage Real estate agent to List the
property?

Uanuary 25, 2021

Market introduction and
solicitation of bids

o

> Including:

Teaser Letter, NDA, and CIM sent to Interested
Parties;

Data Room access granted to Interested Parties;

publication of the acquisition opportunity at the
Receiver’s discretion

Phase I Bid Deadline

» Interested Parties that wish to make a non-binding
offer must deliver the NDA and a non-binding Letter
of Intent to the Receiver

February 26, 2021

Phase 2 — Due Diligence for Selected Bidders




Summary of Sale and Investment Solicitation Process

Milestone Description of Activities Deadline
Commencement of Due > Proposal Trustee review bids submitted in Phase I
Diligence for Selected and determine if they are qualified (as defined in the
Bidders Sale Agreement);
> Proposal Trustee to provide detailed information to March 1to 5,2021

Qualified Phase I Bids (“Qualified Bidders”);
» Due Diligence period for Qualified Bidders

Phase II Bid Deadline » Qualified Bidders must make a formal offer and
Zubmlt a Phase II Bid (as defined in the Sale Spm March 5, 2021
greement)
Auction (if applicable) > [Option?] If more than one Qualified Phase II Bid is

received by the Phase II Bid Deadline, the Proposal
Trustee shall extend invitations to attend an auction;

» Proposal Trustee shall conduct an Auction 3 (three)
Business Days after the Phase II Bid Deadline.

» Minimum bid increment shall be $100,000 or such

other amount as determined by the Proposal Trustee. March 10, 2021

Selection of Successful Bid > Proposal Trustee to review bids submitted in Phase
II and determine if they meet the Qualified Phase II
Bid criteria;

> Proposal Trustee shall evaluate Qualified Phase II
Bids (as defined in the Sale Agreement);

» Proposal Trustee, will identify the offer containing
the highest or otherwise best Qualified Phase 11 Bid
as well as that constituting the second highest or
otherwise best bid;

5pm March 10, 2021

Approval Hearing » Company shall seek approval from the Court to

consummate the transaction.
March 15,2021

Closing Date March 31, 2021
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Court/Estate File No. 31-2675593

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE PROPOSAL TO CREDITORS OF CONFORTI HOLDINGS LIMITED,
A CORPORATION INCORPORATED UNDER THE ONTARIO BUSINESS CORPORATIONS ACT,
R.S.0. 1990, C. B.16

ANSWERS TO INTEROGATORIES OF MOROCCANOIL, INC.
TO THE PROPOSAL TRUSTEE

No. Question Answer
1 During the cross examination of Mr. Conforti he advised The Proposal Trustee was advised verbally in
that he told the Proposal Trustee in October of 2020, that November of 2020 that a security agreement had been
Beauty Experts had been granted a security agreement by granted, but no information was provided despite
CHL. We would ask that the Proposal Trustee confirm request. The Proposal Trustee was advised by Mr.

when it was first advised that Beauty Experts held security
against CHL, and why it did not report to the creditors of
CHL or the Court concerning this claim of security until the
date of the Fourth Report? The Proposal Trustee and its counsel made inquiries in
November and December, 2020 and January of 2021
for documentation on this. Emails on those inquiries
are attached at Appendix “A”. The Proposal Trustee
did not make mention in its reports on this matter
before May of 2021 because it was still attempting to

Confortii that his lawyer of several decades, Brian
Horlick, would provide the information.
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Court/Estate File No. 31-2675593

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE PROPOSAL TO CREDITORS OF CONFORTI HOLDINGS
LIMITED,
A CORPORATION INCORPORATED UNDER THE ONTARIO BUSINESS
CORPORATIONS ACT, R.S.0. 1990, C. B.16

AFFIDAVIT OF MARK RIEDEL

(Sworn November 25, 2021)

I, Mark Riedel, of the City of Santa Monica, California MAKE OATH AND SAY AS
FOLLOWS:

1. As set out in my first Affidavit sworn October 13, 2021 ( my “October Affidavit”),
I am a member of the law firm Conkle, Kremer & Engel, PLC, counsel to Moroccanoil, Inc.
(“Moroccanoil”) in the New Jersey Proceedings.® | have personally been involved in the New
Jersey Proceedings since at least as early as January 2011, when the initial complaint was filed.
As a result of my extensive involvement in the New Jersey Proceedings, | have personal knowledge
of the matters to which | hereinafter depose, save and except where | refer to matters based on

information and belief, in which case | verily believe that information to be true.

PURPOSE
2. This Affidavit (my “Reply Affidavit™) is sworn in reply to the Affidavit of Antonio
Conforti (“Mr. Conforti”) dated November 11, 2021 (the “CHL Affidavit”). Capitalized terms

11 note that in making this affidavit, 1 do not intend to waive any privilege attaching to
communications with Moroccanoil and Moroccanoil expressly reserves its rights to assert all
applicable privileges.

2522.117\9288
48428858\3



not otherwise defined in my Reply Affidavit have the meanings given to them in my October
Affidavit. In this my Reply Affidavit, | do not intend to address every point in the CHL Affidavit
that Moroccanoil disagrees with but only those that are particularly inaccurate or otherwise

misleading, and of which | have knowledge.

3. I note that the majority of the CHL Affidavit appears to be an exercise in distraction
or “smoke and mirrors”, that is to focus on irrelevant matters, to state half-truths, and to otherwise
make statements that are not supported by evidence. For example, in paragraph 54 Mr. Conforti
claims that Moroccanoil engaged in “scorched earth” discovery in the New Jersey Proceedings. In
reality, Mr. Conforti and SDI requested extensive discovery as part of the initial round of Motions
to Enforce, not Moroccanoil. Mr. Conforti and SDI then requested about 10 depositions, and broad
written discovery. This initial request by them for written and oral discovery was greatly reduced
by the supervising discovery Magistrate, Judge Michael Hammer. In point of fact, throughout the
case, many of their requests for discovery were denied following extensive law and motion

practice.

4, As a further example of this tactic, in paragraph 6 of the CHL Affidavit, Mr.
Conforti states that as part of the New Jersey Proceedings, the US Court admonished Moroccanoil
earlier this year saying that enough is enough. This quote which is entirely without context is
misleading and inaccurate. These comments were made by Magistrate, Judge Michael Hammer,
and directed at both parties and was a general statement made in response to various motions
pertaining to the discovery process as indicated in the transcript attached as Exhibit R to the CHL
Affidavit. While these comments were made Magistrate, Judge Michael Hammer granted

Moroccanoil’s motion to compel the deposition of CHL.

5. In paragraph 59 of the CHL Affidavit, Mr. Conforti suggests that the only reason
SDI is a party to the Settlement Agreement, and not CHL, was that Moroccanoil sued SDI and not

2522.117\9288
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CHL. This again is misleading and seeks to cast blame on the innocent party. The only reason SDI
IS not a party to the Settlement Agreement is that CHL concealed the amalgamation of CHL and
SDI from Moroccanoil. | note that at no point during the negotiation of the Settlement Agreement
did Mr. Conforti, CHL, SDI or their counsel advise Moroccanoil that SDI no longer existed as it
had amalgamated with CHL. Rather they all chose to enter into an agreement with Moroccanoil
on behalf of a party they knew no longer existed, and then to misrepresent in the agreement itself

that SDI had the “full authority and the right” to sign the Settlement Agreement.

6. In paragraph 65 of the CHL Affidavit, Mr. Conforti alleges that at no time did
Moroccanoil provide any evidence that CHL’s had diverted products to Macau. This again is
demonstrably false. Significant evidence of CHL’s diversion of products to Macau was filed in the
New Jersey Proceedings, the majority of which has not been refuted or challenged by CHL. | note
that this evidence has been included in the proof of claim filed by Moroccanoil in these NOI

proceedings.

7. In paragraph 67 of the CHL Affidavit, Mr. Conforti references an independent
auditor’s report CHL obtained in support of his claim that CHL did not breach the Settlement
Agreement. Importantly though, Mr. Conforti fails to mention that on discovery this auditor was
entirely discredited and personally acknowledged that (i) he was not, in reality a qualified auditor,
nor an auditor at all; and (ii) only conducted a limited review of certain records as directed by Mr.

Conforti.

8. In paragraph 70 of the CHL Affidavit, Mr. Conforti similarly references damages
claimed to be owing to CHL in the amount of $4,430,000, which he says was determined by an
independent expert. As with CHL’s auditor, CHL’s independent expert was entirely discredited in
deposition. Additionally, I note that the calculation of these alleged damages is premised on a
flawed assumption, namely that absent termination or expiration of the Settlement Agreement,

2522.117\9288
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CHL and Moroccanoil would have continued to do business after the end of the Settlement
Agreement and in perpetuity. This is incorrect and commercially absurd given the parties clear

distrust of each other.

9. In paragraph 77 of the CHL Affidavit, Mr. Conforti suggests that by seeking to
draw on the bond while the New Jersey Proceedings were pending my firm and Moroccanoil acted
in bad faith. This statement, although convenient, ignores the plain reality that neither U.S. law
nor the terms of the bond itself require judgment to have been obtained in the New Jersey
Proceedings prior to Moroccanoil being eligible to draw on the bond. Under U.S. law and the terms
of the bond, Moroccanoil is presently entitled to immediate full payment under the bond. In
seeking to draw on the bond, Moroccanoil acted properly and as any commercially reasonable

party would in the circumstances.

10. In paragraphs 79 through 81 of the CHL Affidavit, Mr. Conforti refers to a
conversation | had with Mr. Campione and Mr. Stabbert (U.S. counsel for CHL) in or about March
5 2021, during a discovery call. At that time, CHL had recently produced certain financial
statements which showed that CHL was in the regular business of diverting or reselling massive
amounts, perhaps tens of millions of dollars” worth of professional salon products. Mr. Campione
said we should take defendants at their word that none of these vast amounts of diverted products
included Moroccanoil products. | cautioned Mr. Campione that we could not accept his assertion
at face value that no Moroccanoil products were diverted in the massive commercial lots because
Mr. Conforti had a history of diversion and counterfeiting, and some of the persons associated
with Mr. Conforti, had been convicted of counterfeiting and fraud in the United States. | also
reminded Mr. Campione, that Mr. Conforti had threatened to kill a material witness in this case
when he attempted to collect on an unpaid invoice for Moroccanoil products, and that his client
had produced about 30 fake/forged invoices to conceal the source and origin of the counterfeit
Moroccanoil products in the underlying case. In other words, | wanted Mr. Campione to

2522.117\9288
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understand why Moroccanoil could not accept a blanket denial of Moroccanoil product diversion
from his client, in the face of documents showing a regular business practice of diverting vast
amounts of professional salon products, including testimony by Mr. Conforti acknowledging the

practice.

11. In paragraph 82, Mr. Conforti refers to an incident involving the secret tape
recording of third-party witness Chris Buckley, a salesman for Venus Beauty Supply in Toronto,
and attaches part of the correspondence record to claim that our office threatened criminal action
against him for commercial bribery to achieve a desired settlement outcome. The assertion by Mr.
Conforti is untrue, and the context for the attached correspondence, Exhibit Y, is nowhere stated.
After surreptitiously recording Mr. Buckley (a crime in California and many other states), Mr.
Conforti tried to claim that Moroccanoil should drop its case against him under a threat of Rule 11
sanctions, because Mr. Buckley allegedly admitted on tape to a scheme to divert Moroccanoil
products. However, under questioning during depositions, both Mr. Conforti and Mr. Buckley
admitted that the scheme or plan was initiated by Mr. Conforti, only discussed hypothetically, and
the scheme or plan was never carried out. Further, Mr. Buckley’s employer and immediate
supervisor, Vince Riverso, stated in deposition and under penalty of prejury that the proposed plan
or scheme could not have been carried out because of security measures built in to the Venus
Beauty Supply accounting systems. A true copy of the complete correspondence relating to the

secret recordings including my responses are attached as Exhibit “A” hereto.
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SWORN before me by video-
conference at the City of Santa Monica,
in the State of California this 25th day of
November 2021.

Commissioner for taking affidavits, etc. MARK RYADEL \
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Court File / Estate File No. 31-2675583

IN THE MATTER OF THE PROPOSAL TO CREDITORS OF CONFORTI HOLDINGS LIMITED, A CORPORATION INCORPORATED

UNDER THE ONTARIO BUSINESS CORPORATIONS ACT, R.S.0. 1990, C. B.16

T3996757\52335887\1

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

PROCEEDING COMMENCED AT TORONTO

COMPENDIUM OF MOROCCANGOIL, INC.
Proposal Approval Motion

Dated July 14, 2022

GOWLING WLG (CANADA) LLP
Suite 1600, 1 First Canadian Place
100 King Street West

Toronto ON 5X 1G5

Clifton P. Prophet LSO#: 34845K
Tel: 416-862-3509
Email: Clifton.Prophet@gowlingwlg.com

Thomas Gertner LSO#: 67756S
Tel: 416-369-4618
Email: Thomas.Gertner@gowlingwlg.com

Counsel to Moroccanoil, Inc.
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