
  

UNITED STATES BANKRUPTCY COURT 
EASTERN DISTRICT OF VIRGINIA 

RICHMOND DIVISION 

------------------------------------------------------------ x  
 :  
In re : Chapter 11 
 :  
CHINOS HOLDINGS, INC., et al., : Case No. 20–32181 (KLP) 
 :  
    Debtors.1 : (Jointly Administered) 
   :  
------------------------------------------------------------ x  

 
DECLARATION OF MICHAEL J. NICHOLSON IN  

SUPPORT OF CONFIRMATION OF THE DEBTORS’ CHAPTER 11 PLAN 

I, Michael J. Nicholson, pursuant to section 1746 of title 28 of the United States 

Code, hereby declare that the following is true to the best of my knowledge, information, and 

belief: 

1. I am President and Chief Operating Officer of Chinos Holdings, Inc. and 

its debtor affiliates, as debtors and debtors in possession in the above-captioned chapter 11 cases 

(collectively, the “Debtors”).  I have served in this role since February 2, 2020, having 

previously served as the Debtors’ interim Chief Executive Officer and, before that, as both Chief 

Operating Officer and Chief Financial Officer.  Before joining the Debtors in January 2016, I 

was Executive Vice President, Chief Operating Officer, Chief Financial Officer, and Treasurer of 

ANN, Inc. from December 2012 until August 2015.  I have approximately two decades of 

executive experience in the fashion retail industry. 

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

applicable, are Chinos Holdings, Inc. (3834); Chinos Intermediate Holdings A, Inc. (3301); Chinos Intermediate, Inc. 
(3871); Chinos Intermediate Holdings B, Inc. (3244); J. Crew Group, Inc. (4486); J. Crew Operating Corp. (0930); Grace 
Holmes, Inc. (1409); H.F.D. No. 55, Inc. (9438); J. Crew Inc. (6360); J. Crew International, Inc. (2712); J. Crew Virginia, 
Inc. (5626); Madewell Inc. (8609); J. Crew Brand Holdings, LLC (7625); J. Crew Brand Intermediate, LLC (3860); J. Crew 
Brand, LLC (1647); J. Crew Brand Corp. (1616); J. Crew Domestic Brand, LLC (8962); and J. Crew International Brand, 
LLC (7471).  The Debtors’ corporate headquarters and service address is 225 Liberty St., New York, NY 10281. 
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2. I submit this declaration (this “Declaration”) in support of the Second 

Amended Joint Prearranged Chapter 11 Plan of Reorganization of Chinos Holdings, Inc. and its 

Affiliated Debtors [Docket No. 838] (and as may be further modified, amended, or supplemented 

from time to time, and together with all exhibits and schedules thereto “Plan”).   

3. Except as otherwise indicated, all statements in this Declaration are based 

on (a) my personal knowledge of the Debtors’ operations and finances, (b) my review of relevant 

documents, (c) information provided to me by the Debtors’ employees working under my 

supervision, (d) information provided to me by, or discussions with, the other members of the 

Debtors’ management team or their other advisors, or (f) my opinion based upon my experience.  

Together with the Debtors’ advisors, I have reviewed, and I am generally familiar with, the terms 

and provisions of the Plan and the requirements for confirmation of the Plan pursuant to section 

1129 of the Bankruptcy Code as they have been explained to me.2  If called to testify, I could 

and would testify to each of the facts set forth herein on that basis.  I am authorized to submit 

this Declaration on behalf of the Debtors.   

4. Additional information regarding the Debtors’ business and capital 

structure and the circumstances leading to the commencement of these chapter 11 cases is set 

forth in the Declaration of Michael J. Nicholson in Support of Debtors’ Chapter 11 Petitions and 

First Day Relief [Docket No. 6] (the “First Day Declaration”), which I hereby incorporate by 

reference. 

The Plan Satisfies Section 1129 of the Bankruptcy Code 

5. Based on my involvement in the negotiations regarding the Transaction 

Support Agreement dated May 3, 2020 (the “TSA”) and the postpetition negotiations with key 

                                                 
2  Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Debtors’ 

Memorandum of Law In Support of Confirmation of the Second Amended Join Prearranged Chapter 11 Plan of 
Reorganization of Chinos Holdings, Inc. and Its Affiliated Debtors [Docket No. 840] (the “Confirmation Brief”). 

Case 20-32181-KLP    Doc 850    Filed 08/24/20    Entered 08/24/20 11:52:27    Desc Main
Document      Page 2 of 11



3 
 

economic stakeholders, including critical trade vendors and the Creditors’ Committee, 

discussions I have had with members of the Debtors’ management team and advisors, and the 

advice from the Debtors’ legal advisors regarding the requirements set forth in the Bankruptcy 

Code, I believe that the Plan is fair and best represents the interests of the Debtors’ creditors.   

A. Classification of Claims and Interests  

6. It is my understanding, based on the advice and guidance provided to me 

by the Debtors’ legal advisors and as set forth in the Confirmation Brief, that valid reasons exist 

for separately classifying the various classes of Claims and Interests under the Plan.   

7. I understand that the separate classification of Claims against and Interests 

in each Debtor is based upon differences in legal nature, valid business and factual reasons, the 

priority of such Claims and Interests, or based on other applicable criteria.  I am also aware that 

with respect to unsecured claims, the Plan classifies all unsecured, nonpriority claims in Class 6-

A (Ongoing Trade Claims) and Class 6-B (Other General Unsecured Claims).   

8. I believe that every member of Class 6-A (Ongoing Trade Claims) is a key 

critical vendor, which is a valid business reason for their separate classification.  Securing the 

commitment of such parties to continue supporting the Debtors’ operations was essential to the 

Debtors ability to stabilize operations upon the commencement of the chapter 11 cases and was 

integral to the Debtors’ ability to successfully continue as a going concern after emergence.  In 

particular, I believe that the treatment contemplated in Class 6-A was necessary to induce the 

members of 6-A to continue supporting the Debtors’ post-emergence business.  On May 18, 

2020, the Debtors filed an initial chapter 11 plan that contemplated providing members of Class 

6-A (Ongoing Trade Claims) with a pro rata share of $50 million (the “Initial Plan”).  See Joint 

Prearranged Chapter 11 Plan of Reorganization of Chinos Holdings, Inc. and its Affiliated 

Debtors, filed May 18, 2020 [Docket No. 248].  Thereafter, the Debtors and their advisors spent 
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weeks negotiating with their key vendors in an effort to secure favorable trade terms that would 

ensure stability and continuity of services during the chapter 11 cases and confer a benefit to the 

Reorganized Debtors.  The universe of targeted members of Class 6-A were generally suppliers 

of goods and services that would be difficult and cost-prohibitive to replace without disruption to 

the Debtors’ operations and revenue generating capacity.  In some instances, the vendors are the 

sole provider of a particular good or service and replacement of that vendor would be 

particularly disruptive under the circumstances.     

9. Despite the efforts of the Debtors’ management team, advisors, and 

employees, none of the Debtors’ key vendors agreed to provide favorable trade terms and sign 

trade agreements on the terms set forth in the Initial Plan.  Consequently, and in consultation 

with the Debtors’ plan sponsors and the Creditors’ Committee, the Debtors negotiated with the 

plan sponsors for an increased recovery of $71 million for members of Class 6-A (Ongoing 

Trade Claims) to persuade those members to continue supporting the Debtors’ business by 

providing uninterrupted services on customary trade terms for at least a year after the effective 

date of a chapter 11 plan confirmed in these cases.  I believe that the increased recovery was 

necessary to induce the key vendors to sign trade agreements and that none of the key vendors 

would continue supplying goods under customary terms both during the chapter 11 cases and for 

the requested period after the Effective Date without the increased recovery.   

10. Conversely, Class 6-B (Other General Unsecured Claims) consists of a 

catch-all class for the remaining unsecured claims, including out-of-the money debt instruments 

being extinguished by the Plan, rejection damage claims, and litigation claims, all of which 

provide no material ongoing benefit to the Debtors’ estates after the Effective Date.   
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11. I believe, based upon advice from the Debtors’ legal advisors, the Plan’s 

classification scheme is consistent with section 1122 of the Bankruptcy Code. 

B. The Releases, Exculpation and Injunction under the Plan  

12. The Plan provides for the release and discharge of certain claims by the 

Debtors and their estates (the “Debtors’ Releases”) and the release of certain claims held by 

certain consenting holders of Claims and Interests (the “Third-Party Releases”), as well as for 

the exculpation of the Exculpated Parties.  I believe the Debtors’ Releases, the Third-Party 

Releases, the Injunction, and the Exculpation Provisions (as defined below) are integral 

components of the Plan.  Moreover, the Debtors’ Releases, the Third-Party Releases, Injunction, 

and the Exculpation Provisions are the product of extensive, arm’s-length negotiations with key 

stakeholders conducted in good faith.   

(a) The Debtors’ Releases Are Appropriate and Should Be 
Approved 

13. When considering whether to release or preserve the Debtors’ potential 

claims and Causes of Action, the Debtors, with the assistance of their advisors, determined that 

the released claims and Causes of Action either (a) do not have material value, or alternatively 

(b) any released claims would be speculative and outweighed by the detriments of pursuing such 

claims under the circumstances.  The practical difficulties and unknown costs associated with 

pursuing the released claims and Causes of Action support the Debtors’ business judgment in 

providing the Debtors’ Releases.   

14. Moreover, each of the Debtors’ Releases were necessary to convince the 

Released Parties to enter into agreements with the Debtors that conferred valuable consideration 

to the benefit of all stakeholders, including the TSA, the DIP Facility, the New Term Facility, the 

Exit ABL Facility, and to ensure the support of each Released Party for the Plan.  As such, the 
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Debtors’ Releases facilitated the Debtors securing material benefits for their estates and their 

various stakeholders, are only provided to parties that contributed to the chapter 11 cases, and are 

important to the overall objectives of the Plan.  The terms of the Debtors’ Releases were the 

culmination of extensive good faith, and arm’s-length negotiations by competent counsel.  For 

all of these reasons, I believe that the Debtors’ Releases are narrowly tailored and rise to a level 

well within the range of reasonableness.  

15. Accordingly, I believe that the Debtors’ Releases are consistent with 

applicable law, as it has been explained to me, and should be approved.  

(b) The Third-Party Releases Are Appropriate and Should Be 
Approved 

16. I have been advised that the Third-Party Releases are consensual given 

that each Releasing Party was given the opportunity to opt out through either a ballot or an opt 

out election form.  It is my understanding that although objectors to the Plan argue the Debtors’ 

opt-out procedures do not amount to consent, the releases comply with applicable law 

established in the Fourth Circuit under the Behrmann factors as they have been explained to me.  

17. First, I believe there is an identity of interests between the Debtors and the 

several entities that will benefit from the Third-Party Releases. Each of the Released Parties, as 

stakeholders and critical participants in the Debtors’ reorganization process, share a common 

goal with the Debtors of seeing the Plan succeed.  Furthermore, the Debtors are required to 

indemnify certain of the Released Parties under, among other agreements, their organizational 

documents (for example, directors and officers), their prepetition credit facilities (for example, 

the ABL Lenders and Term Lenders), and their postpetition credit facilities (for example, the 

DIP Lenders and the Exit Term Lenders).  Thus, any cause of action against one of the Debtors’ 
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indemnitees would create an obligation on behalf of the Debtors and would effectively amount to 

litigation against the Debtors, depleting assets of the estates. 

18. Second, I believe that each of the Released Parties has made substantial 

contributions to the Debtors’ reorganization, including with respect to effectuating the 

transactions consistent with the TSA, such as agreeing to the compromises embodied in the Plan, 

providing postpetition financing, and providing exit financing, furthering the Debtors’ 

restructuring goals during the chapter 11 cases, and otherwise providing value to the estates by, 

for example, assisting in the confirmation or consummation of the Plan.  Specifically and not 

exhaustively, the ABL Lenders agreed to the consensual use of cash collateral, which prevented 

a litigious dispute on the issue.  The Backstop Parties and DIP Lenders committed to providing 

$400 million of postpetition financing necessary to fund the continued administration of these 

chapter 11 cases.  The Term Lenders and IPCo Noteholders, including in their capacities as 

Consenting Support Parties under the TSA, agreed to forgo any adequate protection payments 

and have agreed to equitize their claims at a value less than the allowed amount thereof, which 

has enabled a distribution to unsecured creditors where such circumstances otherwise likely 

would not exist.   

19. Third, I believe the Third-Party Releases are necessary to the 

restructuring.  As set forth above, the Released Parties have made a number of concessions and 

certain of the Released Parties have agreed to fund critical sources of post-emergence liquidity. 

The Third-Party Releases facilitated participation in both the Plan and the chapter 11 process, 

and were critical in reaching the consensus in support of the Plan.  The Third-Party Releases 

were a fundamental component of the negotiations and appropriately offer certain protections to 

parties that constructively participated in the restructuring transaction.  The Third-Party Releases 
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ensure a corresponding fresh start for certain of the Debtors’ most significant stakeholders and 

provide the Debtors with best opportunity of success post-emergence in the midst of challenging 

economic circumstances.  Thus, the Third-Party Releases are not only integral to the Plan, but 

also critical to the Debtors’ post-emergence success. 

20. For all of these reasons, including discussions with the Debtors’ advisors 

and my personal involvement with the Plan negotiations, I believe the Third-Party Releases are 

appropriate, consistent with the case law and the precedent in the Fourth Circuit, and should be 

approved.   

(b) The Exculpation Provisions Are Appropriate and Should 
Be Approved 

21. I have been advised Courts in the Fourth Circuit have approved 

exculpation provisions where they are deemed appropriately tailored and not overly broad. Based 

on my participation in the negotiations regarding the TSA and the Plan and as detailed in the 

Confirmation Brief, I believe the Exculpation Provision is not overly broad.  

22. I believe the support of each of the Exculpated Parties (whether estate 

fiduciaries or otherwise) was essential throughout the chapter 11 cases, and the Exculpation 

Provisions are an integral part of the Plan.  Each of the Exculpated Parties provided a substantial 

contribution to the Debtors’ estates.  I believe that the Exculpation Provision is important 

because the Exculpated Parties have participated in these chapter 11 cases in good faith, and such 

provision is necessary to provide customary protections from collateral attacks related to any 

good faith acts or omissions in connection with, or related to, among other things, the chapter 11 

cases.   

23. Furthermore, the Exculpated Parties will remain principle stakeholders in 

the Debtors’ business after the resolution of the Debtors’ chapter 11 cases.  Upon emergence, 
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holders of Term Loans and the IPCo Notes will be the Debtors’ future owners, and the New 

Term Lenders and Exit ABL Lenders will be the Debtors’ largest creditor constituencies. The 

principle stakeholders should not face entanglement with meritless litigation for their willingness 

to engage in the restructuring transaction.  Finally, I believe the chapter 11 cases could not have 

progressed as rapidly and productively without the contributions of the Exculpated Parties.  

Accordingly, I believe that the Exculpation Provision is consistent with applicable law, as it has 

been explained to me, and should be approved. 

The Plan Is Proposed in Good Faith 

24. I believe that the Plan was proposed with the legitimate and honest 

purpose of maximizing the value of the Debtors’ states and recoveries to holders of claims and 

interests under the circumstances of the chapter 11 cases, consistent with the Bankruptcy Code’s 

objectives.    

25. In satisfaction of their fiduciary duties, the Debtors developed the Plan in 

close consultation with and after extensive, months-long negotiations with their stakeholders, 

including the Creditors’ Committee, and representatives of numerous other creditor groups, and 

their respective professionals.  It is my understanding that the Creditors’ Committee and the 

Consenting Support Parties support confirmation of the Plan.  Additionally, I believe that the 

unanimous acceptance of the Plan by all holders of Claims that voted on the Plan in Class 4 

(Term Loan Secured Claims), Class 5 (IPCo Notes Claims), and Class 6-A (Ongoing Trade 

Claims) and the nearly unanimous support from members of Class 6-B with respect to most of 

the Debtors, is a testament to the Plan’s fairness and the Debtors’ good faith efforts to achieve 

the objectives of chapter 11.   
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26. The Plan was proposed with the foregoing legitimate and honest purposes 

and for no other purpose, as discussed herein, in the Disclosure Statement, at the hearings 

leading up to confirmation of the Plan, and in the Confirmation Brief.     

The Plan is Feasible 

27. I have been advised that section 1129(a)(11) of the Bankruptcy Code 

requires that the Court determine that the Plan is feasible as a condition precedent to 

confirmation or, in other words, the provision requires that confirmation is not likely to be 

followed by liquidation or the need for further financial reorganization.  Based upon the 

foregoing, my understanding of the Plan, the advice of the Debtors’ advisors, and my experience 

with the Debtors’ businesses and industry, I believe that the Plan is feasible. 

28. For purposes of determining whether the Plan satisfies the above-

described feasibility standards, the Debtors analyzed their ability to fulfill their obligations under 

the Plan and have taken into consideration their estimated administrative expenses.  As part of 

this analysis, the Debtors, under my direction and with the assistance of their financial and other 

advisors, have prepared financial projections for the annual periods for the remainder of the 

fiscal year 2020 ending January 30, 2021 through fiscal years 2024 ending February 1, 2025 (the 

“Financial Projections”).     

29. The Financial Projections demonstrate that all transactions and payments 

required pursuant to the Plan to be made by the Reorganized Debtors will be made, and that the 

Reorganized Debtors will have sufficient capital and liquidity to operate their business and 

satisfy ongoing obligations as they become due.  As such, I believe confirmation of the Plan is 

not likely to be followed by liquidation or the need for further financial reorganization.   
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30. Accordingly, I believe the Plan is feasible and has more than a reasonable 

likelihood of success, and so satisfies the feasibility requirements of section 1129(a)(11) of the 

Bankruptcy Code. 

Conclusion 

31. I believe that confirming the Plan and permitting the Debtors to 

consummate the Plan and commence its implementation without delay after the entry of the 

Proposed Confirmation Order, is in the best interests of the Debtors’ estates and creditors and 

will not prejudice any parties in interest. 

 
Executed on August 24, 2020 
New York, New York 

 

By: /s/ Michael J. Nicholson   
Michael J. Nicholson 
President and Chief Operating Officer 
Chinos Holdings, Inc. 
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