
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE SOUTHERN DISTRICT OF NEW YORK 

In re  

HMX ACQUISITION CORP., et al.,1

Debtors.

)
)
)
)
)
)
)

Chapter 11 

Case No. 12-14300 (ALG) 

Jointly Administered 

GLOBAL NOTES, STATEMENT OF LIMITATIONS, METHODOLOGY AND 
DISCLAIMER REGARDING THE DEBTORS’ SCHEDULES OF ASSETS AND 

LIABILITIES AND STATEMENTS OF FINANCIAL AFFAIRS 

The Schedules of Assets and Liabilities and Statements of Financial Affairs (the “Schedules and 
Statements”) filed concurrently herewith by the above-captioned debtors and debtors in 
possession (collectively, the “Debtors” or the “Company”) in the United States Bankruptcy 
Court for the Southern District of New York (the “Bankruptcy Court”) were prepared by the 
Debtors management pursuant to 11 U.S.C. § 521 and Rule 1007 of the Federal Rules of 
Bankruptcy Procedure and are unaudited.  The Schedules and Statements remain subject to 
further review and verification by the Debtors.  Subsequent information may result in material 
changes in financial and other data contained in the Schedules and Statements.  The Debtors 
have used their best efforts to compile the information set forth in the Schedules and Statements 
from their books and records maintained in the ordinary course of their business.  While the 
Debtors have made every effort to ensure that the Schedules and Statements are as accurate and 
complete as possible based upon information available at the time of preparation, inadvertent 
errors or omissions may exist and subsequent receipt of information may result in material 
changes in financial and other data contained in the Schedules and Statements which may 
warrant amendment of the same.  Moreover, because the Schedules and Statements contain 
unaudited information that is subject to review and potential adjustment, there can be no 
assurance that these Schedules or Statements are complete or accurate.  The Debtors reserve the 
right to amend the Schedules and Statements from time to time as necessary or appropriate.  
These Global Notes, Statement of Limitations, Methodology and Disclaimer Regarding Debtors’ 
Schedules of Assets and Liabilities and Statement of Financial Affairs (these “Global Notes”) are 
incorporated by reference in, and comprise an integral part of, the Schedules and Statements, and 
should be referred to and reviewed in connection with any review of the Schedules and 
Statements. 

1. Description of the Cases and “as of” Information Date:  On October 19, 2012 (the 
“HMXAC Petition Date”), HMX Acquisition Corp. and HMX Poland Sp. z o. o. each filed 
voluntary petitions for relief under chapter 11 of title 11 of the United States Code (the 
“Bankruptcy Code”), and, on October 21, 2012 (the “HMX Petition Date” and, together with the 
������������������������������������������������������������
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 
number, to the extent applicable, are:  HMX Acquisition Corp. (9861); HMX Poland Sp. z.o.o.; HMX, LLC (8971); 
Quartet Real Estate, LLC (8973); and HMX, DTC Co. (0162). 

1130/15973-001 Current/18635804v2 

12-14300-alg    Doc 158    Filed 11/20/12    Entered 11/20/12 20:38:34    Main Document  
    Pg 1 of 22



2

HMXAC Petition Date, respectively, the “Petition Date”), HMX, LLC, Quartet Real Estate, 
LLC, and HMX, DTC Co. each filed a voluntary petition for relief with the Court under title 11 
of the United States Code, 11 U.S.C. §§ 101 et seq. (the “Bankruptcy Code”).  The Debtors are 
operating their businesses and managing their properties as debtors in possession pursuant to 
sections 1107(a) and 1108 of the Bankruptcy Code.  On October 23, 2012, the Bankruptcy Court 
entered an order jointly administering these cases pursuant to Bankruptcy Rule 1015(b).  Unless 
otherwise indicated all amounts listed in the Schedules and Statements are as of the Petition 
Date.

2. Basis of Presentation:  For financial reporting purposes, the Debtors generally prepare 
consolidated financial statements, which include financial information for all Debtors and which 
in the past have been audited or compiled annually.  Unlike the consolidated financial 
information used for the Company’s financial reporting purposes, the Schedules and Statements 
reflect the assets and liabilities of each Debtor based on their unaudited accounting records.  
Each Debtor generally maintains its accounting records in accordance with the Generally 
Accepted Accounting Principles (“GAAP”) used in the United States.  However, these Schedules 
and Statements do not purport to represent financial statements prepared in accordance with 
GAAP, nor are they intended to reconcile to any financial statements prepared by the Company.  

3. Summary of Significant Reporting Policies:  Each Debtor maintains its own balance 
sheets and accounting records reflecting accounts receivable.  Accordingly, the following 
conventions were adopted by the Debtors in the preparation of the Schedules and Statements:  

(a) Debtors:  Separate Schedules and Statements have been filed for each of the Debtors.  
Intercompany balances and interests between the Debtors are reflected as of September 30, 2012.  
Each Debtor’s Schedules and Statements were prepared using the assets and liabilities of that 
Debtor pursuant to the Debtor’s accounting records.

(b) Reporting Date:  The Debtors’ Schedules and Statements are prepared as of the close of 
business on the Petition Date except as otherwise stated in these Global Notes or in the 
Schedules and Statements.  In some instances, the Debtors have used estimates or other 
assumptions where actual data as of the Petition Date was not available.  Actual results could 
differ from those estimates.  The Debtors have sought to allocate liabilities between the 
prepetition and post-petition periods based upon the information from research that was 
conducted in connection with the preparation of these Schedules and Statements.  As additional 
information becomes available and further research is conducted, the allocation of assets and 
liabilities between prepetition and post-petition periods may change.  The Debtors reserve the 
right to amend the Schedules and Statements to reflect any new information and to change the 
attribution of liability from a particular Debtor to another to the extent additional information 
becomes available.   

(c) Book Value:  Except as otherwise noted, each asset and liability of each Debtor is shown 
on the basis of the net book value of the asset or liability in accordance with the Debtors’ 
accounting records as of the Petition Date.  Unless otherwise noted, the Schedules and 
Statements reflect the carrying value of the assets and liabilities as listed in the Debtors’ books 
and are not based upon any estimate of their current market values, which may not correspond to 

1130/15973�001�Current/18778474v2�
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book values.  All intercompany balances are shown at the book values set forth in the books and 
records of the Debtors.  Accounts receivable are shown net of any bad debt allowances which the 
Debtors carry on their books.  Additionally, some of the Debtors’ scheduled assets and liabilities 
are unknown and unliquidated at this time.  In such cases the amounts are listed as “Unknown.”  
Accordingly, the Schedules and Statements do not accurately reflect the aggregate amount of the 
Debtors’ assets and liabilities.   

(d)  Property and Equipment – Owned:  Unless otherwise noted, owned property and 
equipment are stated at net book value.  

(e) Causes of Action:  The Debtors have not set forth causes of action against third parties 
as assets in their Schedules and Statements.  The Debtors reserve all of their rights with respect 
to any causes of action they may have and neither these Global Notes nor the Schedules and 
Statements shall be deemed a waiver of any such causes of action.

(f) Co-Debtors and Guarantors:  All co-Debtor and guarantor relationships related to 
obligations under the Debtors’ prepetition credit facilities are reflected on Schedule H for each 
Debtor.

(g) Schedule D:  Except as otherwise agreed pursuant to a stipulation or agreed order or 
general order entered by the Court, the Debtors reserve their rights to dispute or challenge the 
validity, perfection or immunity from avoidance of any lien purported to be granted or perfected 
in any specific asset to a secured creditor listed on Schedule D of any Debtor.  Moreover, 
although the Debtors have scheduled claims of various creditors as secured claims, the Debtors 
reserve all rights to dispute or challenge the secured nature of any such creditor’s claim or the 
characterization of the structure of any such transaction, or any document or instrument related 
to such creditor’s claim.  In certain instances, a Debtor may be a co-obligor, co-mortgagor or 
guarantor with respect to scheduled claims of other Debtors.  No claim set forth on Schedule D 
for any Debtor is intended to acknowledge claims of creditors that are otherwise satisfied or 
discharged by other entities.  The descriptions provided in Schedule D are intended only to be a 
summary.  Reference to the applicable agreements and related documents is necessary for a 
complete description of the collateral and the nature, extent and priority of any liens.  Nothing in 
the Global Notes or the Schedules and Statements shall be deemed a modification or 
interpretation of the terms of such agreements.  Additionally, the Debtors have listed only the 
trustee or administrative agent, rather than individual or beneficial holders, of any bank facility 
or debt instrument described in the Schedules and Statements.  The Debtors have not included on 
Schedule D certain parties that may believe their claims are secured through setoff rights, 
deposits posted by or on behalf of the Debtors or inchoate statutory lien rights.

(h) Schedule E:  By order of the Bankruptcy Court on October 23, 2012, the Debtors 
received interim authority to pay certain prepetition obligations including to pay employee wages 
and other employee benefits in the ordinary course of business.  The Debtors believe that any 
employee claims for prepetition amounts related to ongoing payroll and benefits, whether 
allowable as a priority or nonpriority claim, have been or will be satisfied, and such satisfied 
amounts are not listed. 
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(i) Schedule F:  The Debtors have attempted, to the best of their ability, to allocate their 
accounts payable as of the Petition Date, and to schedule such payables with the Debtor that 
received the benefit of the goods or services.  All balances listed on Schedule F are shown net of 
any payments made as of the date of the filing of these Schedules and Statements.  
Schedule F contains information regarding threatened or pending litigation involving the 
Debtors. The amounts for these potential claims are listed as “undetermined” and marked as 
contingent, unliquidated and disputed in the Schedules and Statements.  

On October 16, 2012 the Bankruptcy Court entered an interim order authorizing payment of 
certain prepetition amounts relating to customer programs.  Accordingly, certain debts arising 
out of customer programs have not been included in the Debtors’ Schedules and Statements. 

For HMX Poland Sp. z o. o, the payables listed have been converted to USD using a published 
conversion rate as of the Petition Date. 

Certain of the claim amounts set forth on Schedule F may not be actual liabilities of the Debtors, 
given that prior to the Petition Date, the Debtors may have entered into their accounts payable 
system pro forma invoices to facilitate prepayment for goods for which, as of the Petition Date, 
the Debtors did not pay and, on account thereof, did not receive.  In other cases, the Debtors may 
have issued a postpetition invoice for the goods subject to the prepetition pro forma invoice, and 
received such goods, but failed to cancel the prepetition pro forma invoice in their accounts 
payable system.  The Debtors will reconcile their records and amend Schedule F to reflect 
reconciliation of these issues. 

(j) Schedule G:  While every effort has been made to ensure the accuracy of the executory 
contracts and unexpired leases listed on Schedule G, inadvertent errors or omissions may have 
occurred.  The Debtors hereby reserve all of their rights to dispute the validity, status or 
enforceability of any contracts, agreements or leases set forth in Schedule G and to amend or 
supplement Schedule G as necessary.  The contracts, agreements and leases listed on Schedule G 
may have expired or may have been modified, amended and supplemented from time to time by 
various amendments, restatements, waivers, letters and other documents, instruments and 
agreements which may not be listed on Schedule G.  Certain contracts listed on Schedule G may 
contain renewal options, guarantees of payment, options to purchase, rights of first refusal, and 
other miscellaneous rights.  Such rights, powers, duties and obligations are not set forth on 
Schedule G.  Certain executory agreements may not have been memorialized and may be subject 
to dispute.  Additionally, the Debtors may be parties to various other agreements concerning real 
property, such as easements, rights of way, subordination, supplemental agreements, 
amendments/letter agreements, title documents, consents and other miscellaneous agreements 
which are not set forth in Schedule G.  Certain of the agreements listed on Schedule G may be in 
the nature of conditional sales agreements or secured financings.  The presence of a contract or 
agreement on Schedule G does not constitute an admission that such contract or agreement is 
valid or that it is an executory contract or unexpired lease.  The Debtors reserve all rights, claims 
and causes of action with respect to the contracts and agreements listed on Schedule G.   

4. Claims:  Pursuant to certain first-day and other orders issued by the Bankruptcy Court 
(collectively, the “First Day Orders”), the Bankruptcy Court has authorized the Debtors to pay 
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certain outstanding prepetition claims, including without limitation, claims for insurance 
premiums, taxes and fees and certain limited critical vendor claims.  Accordingly, such claims 
that have been or will be paid pursuant to such First Day Orders may not be reflected in these 
Schedules and Statements.  Conversely, certain claims which appear on the Schedules and 
Statements may have been paid pursuant to a First Day Order and the Debtors may pay some of 
the claims listed on the Schedules in the ordinary course of business during these cases pursuant 
to such First Day Orders or other Court orders.  To the extent claims listed on the Schedules and 
Statements are paid pursuant to an order of the Bankruptcy Court (including the First Day 
Orders), the Debtors reserve all rights to amend or supplement their Schedules and Statements as 
is necessary and appropriate and to designate the amount of any such claims as $0 for the 
purposes of solicitation and voting on the Debtors’ plan of reorganization.  Moreover, certain of 
the First Day Orders may preserve the rights of parties in interest to dispute any amounts paid 
pursuant to First Day Orders.  Nothing herein shall be deemed to alter the rights of any party in 
interest to contest a payment made pursuant to First Day Orders. 

5. Disputed, Contingent and/or Unliquidated Claims:  Schedules D, E and F permit each 
of the Debtors to designate a claim as disputed, contingent and/or unliquidated. A failure to 
designate a claim on any of these schedules as disputed, contingent and/or unliquidated does not 
constitute an admission that such claim is not subject to objection.  The Debtors reserve their 
right to dispute and to assert offsets or defenses to any claim reflected on these Schedules and 
Statements as to nature, amount, liability or status. 

6. Insurance:  The Debtors maintain general liability insurance policies, and various other 
insurance policies, on behalf of all the Debtors.  The terms of these policies are characteristic of 
insurance policies typically maintained by corporate entities that are similar in size and nature to 
the Debtors.  Each Debtor’s insurance policies generally are structured to provide coverage for 
its affiliates, including the other Debtors. The Debtors maintain various policies of insurance, 
including, but not limited to, property, casualty, motor vehicle and general liability policies.

7. Real Property:  Real Property owned by any of the Debtors is listed in the Schedule A 
for that individual Debtor.  Real property is scheduled at the value that the Debtors carried on 
their books as of the Petition Date. 

8. Personal Property:  Personal Property owned by any of the Debtors is listed in the 
Schedule B for that individual Debtor.  Personal property is scheduled at the value that the 
Debtors carried on their books as of the Petition Date, unless otherwise stated in these Global 
Notes or in the Schedules and Statements.

9. Confidentiality:  There may be instances within the Schedules and Statements where 
names, addresses or amounts have been left blank.  Due to the nature of an agreement between 
the Debtors and the third party, concerns of confidentiality or concerns for the privacy of an 
individual, the Debtors may have deemed it appropriate and necessary to avoid listing such 
names, addresses and amounts.   

10.  Insiders:  Section  101(31) of the Bankruptcy Code defines “insiders” of a corporation as 
(a) directors, (b) officers, (c) persons in control of the Debtors, (d) a partnership in which a 
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Debtor is a general partner, (e) general partners of the Debtors, (f) relatives of those entities set 
forth in (a)-(e) above and (g) the Debtors’ affiliates.  Payments to insiders listed in (a) through 
(g) above (with the exception of intercompany transfers which appear on Statement 3b) are set 
forth on Statement 3c.  This list is for informational purposes only.  The Debtors take no position 
at this time as to actual insider status of any of the listed individuals or entities.

11. Inventories:  Inventories are set forth at book value.  Additionally, all values of 
inventories, plant and equipment are presented without consideration of any statutory or 
consensual liens.   
12. Statement as to Accuracy and Completeness of Information:  The Debtors and their 
agents, attorneys, and financial advisors do not guarantee or warrant the accuracy, completeness, 
or currentness of the data that is provided in the Schedules and Statement an shall not be held 
liable for any loss or injury arising out of or caused in whole or in part by the acts, errors or 
omissions, wither negligent or otherwise, in procuring, compiling, collecting, interpreting, 
reporting, communicating or delivering the information contained herein.  While every effort has 
been made to provide accurate and complete information herein, inadvertent errors or omissions 
may exist.  The Debtors and their agents, attorneys and financial advisors expressly do not 
undertake any obligation to update, modify, revise, or re-categorize the information provided 
herein, or to notify any third party should the information be updated, modified, revised or re-
categorized.  In no event shall the Debtors or their agents, attorneys, and financial advisors be 
liable to any third party for any direct, indirect incidental, consequential or special damages 
(including but not limited to, damages arising from the disallowance of a potential claim against 
the Debtors or damages to business reputation, lost business or lost profits), whether foreseeable 
or not and however caused, even if the Debtors or their agents, attorneys and financial advisors 
are advised of the possibility of such damages.   

13. Specific Schedules and Statements Disclosures: 

(a) Schedule B1.  Cash on hand information reflects estimated amounts of cash at individual 
store locations for petty cash purposes as of September 30, 2012.   

(b) Schedule B2.  Balance information for the Debtors’ bank accounts is as of the petition 
date with the exception of HMX Poland Sp. z o. o., which is as of September 30, 
2012.  The Debtors reconcile these bank balances to their financial statements at the 
end of each reportable period (each reportable period corresponds approximately to 
one month). 

(c) Schedule B3.  Security deposits are listed as of September 30, 2012. 

(d) Schedule B13. Ownership interests in subsidiaries have been listed in these Schedules at 
an undetermined amount because the current fair market value of such ownership is 
unavailable.

(e) Schedule B16.  Accounts receivable are listed as of the Petition Date, with the exception 
of receivables from HMX’s UK Branch, which are as of September 30, 2012. 
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(f) Schedule B28 and B29.  Dollar amounts are listed as of September 30, 2012. 

(g) Schedule B35.  Dollar amounts are listed as of September 30, 2012. 

(h) Statement Question 1.  The amounts listed represent net sales.  Listing gross sales would 
be an overstatement because it wouldn’t take into account sales/revenue reductions 
like markdown allowances, co-op, sales adjustments for price corrections, 
adjustments for quantity corrections, and returns.  It would also exclude licensing 
revenue.  The YTD 2012 amounts are as of September 30, 2012. 

(i) Statement Questions 3b In the list of payments under 3b, the Debtors have not included 
payments for wages, compensation, or expenses related to employees in the ordinary 
course of business.  The Debtors paid employees pursuant to a motion approved by 
the Bankruptcy Court for all prepetition wages, compensation, or expenses owed and 
thus believe they are not creditors.  To the extent an employee is a creditor, 
notwithstanding the first-day motion, such employee may be entitled to priority 
treatment, but only in accordance with section 507 of the Bankruptcy Code. 

(j) Statement Question 8.  The Debtors occasionally incur losses for a variety of reasons, 
including theft and property damage.  Certain of these losses may not have been 
tracked and, thus, the Debtors have only listed losses that were identifiable in their 
books and records.

(k) Statement Question 9.  Payments dated 8/14/2012 were paid by Salus Capital Partners, 
LLC on behalf of HMX, LLC. 

(l) Statement Question 13.  Setoffs in the ordinary course of business have been excluded 
from the response to this question.

Global Notes Control.  In the event that the Schedules and Statements differ from the foregoing 
Global Notes, the Global Notes shall control. 

* * * END OF GLOBAL NOTES * * * 
* * * SCHEDULES AND STATEMENTS BEGIN ON THE FOLLOWING PAGE * * *�
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