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Inventory Allocation 
- Legacy System
Inventory Allocation 
- Legacy System

n Used a custom designed Point-of-Sale/Inventory 
Management System since 2000

n Reliable/Cost effective

n Table limitations to 30 stores

n Time pressure led to implementation with minimal testing 
and training
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Inventory Allocation
- Functionality Limitations
Inventory Allocation
- Functionality Limitations

1. Inability to adjust for seasonal trends by product type

2. Inability to distribute new products (with no sales history) by 
product type

3. System can only calculate a store’s “need” for an item based on 
a full calendar month sales history and does not account for 
inventory stock-outs

4. System does not account for total chain need for items with 
limited quantities in the warehouse
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Inventory Allocation
- Functionality Limitations
Inventory Allocation
- Functionality Limitations

1. Inability to adjust for seasonal trends by product type

2. Inability to distribute new products (with no sales history) by 
product type

3. System can only calculate a store’s “need” for an item based on 
a full calendar month sales history and does not account for 
inventory stock-outs

4. System does not account for total chain need for items with 
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Inventory Allocation
- Implications
Inventory Allocation
- Implications

1. Take no action

– Negative impact on sales and inventory turnover

2. Stock rebalance

– High freight and labour costs

3. Mark-downs

– Lower margins

70-80% Opportunity Buys = Inability 
to replenish warehouse stock when depleted

-�&����������+
�
��'����
�������
��*
����������
��� ����
���+
�����������������
*��'�
��
���&��������*
��������*�
���������
�����&� ����
�
�*��'�
�������
�������*
�+���+
���*���������
������������
����� ��

!���#
��������������
����
��
�53����;3�D����������	 ��*������
����
�
�**���������'���������������'
��
���
�
���������+
� ����&�
����
�
&��
����
�����#�����
*�
�
� �����
���
�&��
����
��� ��
*�
�
����� ����
��
�������������#�������������
�
���
�
���
�
��
������ �����

��*�������+����'�
<

:= ����	�
	����
�

����
�������	����
���������������+
������	����*��	� 
����
��
+
��������
����
�
����#
�����
���
���
������������	
��'
���+
����
� � �C���������+
������	
���
�
�
������
���������
�����&�������������� ��0�������� ���
	���+
���*����������
��
������+
����������� ��������*��������������*��'�
�� ����
�
����������������
��
��
���&�
�
��'���
��
��
�����*���
��
�������������� ����� 

?�������
������
,��*�	
=



6

Inventory Allocation
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– High freight and labour costs

3. Mark-downs
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JDA Software Sample Client 
List
JDA Software Sample Client 
List
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System ImplementationSystem Implementation

AugustRoll-outPhase III

In progress, to be 
completed in June & 
July

Configuration and 
Testing

Phase II

CompleteBusiness Process 
Analysis

Phase I

StatusDescription
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Benefits of JDA SoftwareBenefits of JDA Software

n Distribution and Reporting

– Improved sales and return on inventory

– Relevant and timely information to make business decisions

– Better control of inventory

n Store operations

– Better training in less time

– Improved efficiency
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Building the TeamBuilding the Team

n Senior Allocations and Planning Manager

n New National Sales Manager

n E-commerce Manager

n Senior Buyer
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11

From 19 to 70 Stores 
in Under 5 Years
From 19 to 70 Stores 
in Under 5 Years

Distribution Centres

Stores

Currently 38 Stores in 8 Provinces
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Other RevenueOther Revenue

n Internet based sales

n Product Replacement 
Plan (“PRP”)

n Event Sales

– Exposure

– Accelerate sell–through

– Unique opportunities
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Unique Sourcing CapabilitiesUnique Sourcing Capabilities

13

Sourcing 
Capabilities = 

Substantial Price 
Advantage

Lowest Price = 
High Sales Volumes

High EBITDA 
Margins and

Superior Returns

Our success starts with
our sourcing capabilities
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Significant Barriers to Entry

XS Cargo’s 
Sourcing Capabilities
XS Cargo’s 
Sourcing Capabilities

n Unparalleled expertise

n Extensive supplier network

– Over 200 active repeat vendors

– Manufacturers, wholesalers, retailers, importers, refurbishers, 
close-out distributors and agents

n Purchase inventory with cash

n Ability to purchase large volumes

14
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$22.1

10.0

$35.7

8.5

$47.1

7.7

$55.6

3.5

$73.8 $97.4 $116.8

2000 2001 2002 2003 2004 12/31/05 12/31/06

22.5% CAGR

Sales
(millions of dollars)

Sales
(millions of dollars)

Strong Revenue GrowthStrong Revenue Growth

Years ended Oct. 31, except 12 months ended Dec. 31, 2005 and 2006 15

5

8
11

15
17

27

35Store sales

Event (“Off-site”)
sales

Stores
(end of period)
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27.6%
28.8%

30.3% 30.1%

36.4% 37.0% 36.3%

2000 2001 2002 2003 2004 12/31/05 12/31/06

Gross Margin
(%)

Gross Margin
(%)

Growing Gross MarginsGrowing Gross Margins

16
Years ended Oct. 31, except 12 months ended Dec. 31, 2006  and 2006
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$2.2

$4.7
$6.3 $6.0

$13.5
$15.3

$13.6

2000 2001 2002 2003 2004 12/31/05 12/31/06

EBITDA PerformanceEBITDA Performance

EBITDA ($ million)

* Years ended Oct. 31, except 12 months ended Jan. 31, 2005, Dec. 31, 2005 and 2006

17

1
�*��
�����23D��
+
��
�	��&��
�%7�01)��
������2334 ������K:9 6������������
K:6 4�������� ���0�
��
��
��
����
�����	����������� �
����
��������'���'�
������
�
��+
�����������������*��'�
��������
�6 �� ����8 �� (����
�� �����������������	��
%7�01)����	������
����+
��'��������	�����
��+����
� *
������
 ��F�	�
��
����������������#������������'��
�����:3D��
��
��
� �������
�����
����
�����
H6�����H8 �����*������	���
���*���������&
�����
�
� &
�
,*
��
��
����	�
��
��
�	���������������'������
�����
���
�����������
� *�����'�����
 ��
�����#�
'
�&

������
� ��

0�
�������������&����������
����������'���'�
������ +
�����������������
*��'�
��
�&�����
�	
�
��������
��
����&�	
����
���� �)�'
��� ��C
 ��+
�����
�
��������

���
�������'�������
���

�����;�����
�� ���)�'
��� ��C
���+
��

��
��
��������������'���/
����2335
�'����������
,*
��� �����
������� ����+
��	
�
&�	
����
�������
��
��������
 ��C
���
��*���������� ����
�����
����	�����&����
����������������
��
&�����
��&����*�������������
�� ��
���*������ &�	
����
�
����
��
� �



18

Distributable Cash Distributable Cash 

2006 Total Per Unit

Distributions Declared $14.6 million $1.22/Unit

Distributable Cash $12.0 million $1.00/Unit
18

$0.00

$0.5625

$0.5625

At May 31, 2007

$1.2375$1.2375Fund Units

$1.2375$1.2375Subordinated LP Units

$1.2375$1.2375Exchangeable LP Units

At Dec. 31, 2005At Dec. 31, 2006Annualized Distribution Rate 
Per Unit
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