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INTRODUCTION

1.

2.

On May 20, 2016, 101133330 Saskatchewan Ltd. (*“33330”) and 101149825 Saskatchewan
Ltd. (“825”) (collectively the “Applicants” or the “Companies”) filed for and obtained

protection under the Companies’ Creditors Arrangement Act (the “CCAA”). Pursuant to
the Order of the Court of Queen’s Bench for Saskatchewan (the “Court”) dated May 20,
2016 (the “Initial Order”), Deloitte Restructuring Inc. (“Deloitte”) was appointed as the

Monitor of the Applicants (the “Monitor”) in the CCAA proceedings. A copy of the Initial
Order is attached hereto as Exhibit “A”.

The Initial Order provides, inter alia, for the following:

No proceeding (the “Proceeding”) or enforcement process (the “Enforcement”)
in any court or tribunal shall be commenced or continued against or in respect of
the Applicants or the Monitor, or affecting the business or property of the
Applicants, except with the written consent of the Applicants and the Monitor, or
with leave of the Court, and any and all Enforcement or Proceedings currently
underway against or in respect of the Applicants or affecting the business or the
property of the Applicants are hereby stayed and suspended pending further Order
of the Court until and including June 19, 2016 (the “Stay Period”).

All persons having oral or written agreements with the Applicants or statutory or
regulatory mandates for the supply of goods and/or services, including without
limitation all computer software, communication and other data services,
centralized banking services, payroll services, insurance, transportation services,
utility or other services to the Applicants, are hereby restrained until further order
of the Court from discontinuing, altering, interfering with or terminating the
supply of such goods or services as may be required by the Applicants, and that
the Applicants shall be entitled to the continued use of its current premises,
telephone numbers, facsimile numbers, internet addresses and domain names,
provided in each case that the normal prices or charges for all such goods or
services received after the date of the Initial Order are paid by the Applicants in



accordance with normal payment practices of the Applicants or such other
practices as may be agreed upon by the supplier or service provider and each of

the Applicants and the Monitor, or as may be ordered by the Court.

ii. No person shall discontinue, fail to honor, alter, interfere with, repudiate,
terminate or cease to perform any right, renewal right, contract, agreement,
license or permit in favor of or held by the Applicants, except with the written

consent of the Applicants and the Monitor, or with leave of the Court.

3. Deloitte, in its capacity as Proposed Monitor, provided this Court with a report dated May
12, 2016 (the “Pre-Filing Report”) in connection with the Applicants’ application for
protection under the CCAA. A copy of the Pre-Filing Report (without exhibits) is attached
as Exhibit “B” to this first report of the Monitor (the “First Report”).

4. Pursuant to the Initial Order, the Monitor has made the Initial Order and other information
related to the CCAA  proceedings available on its  website at
www.insolvencies.deloitte.ca/en-ca/101133330and101149825SKkL td (the “Monitor’s
Website”).

PURPOSE

5. The purpose of this First Report is to provide information pertaining to the initial activities
of the Companies and the Monitor since the granting of the Initial Order. More specifically,

this First Report contains information in respect of the following:
I.  Asummary of the Monitor’s activities since the granting of the Initial Order;

ii.  The status of the Companies’ operations and key stakeholder relationships (both

prior to and subsequent to the Initial Order);
iii.  The Companies’ debtor in possession financing;

iv. An update on the Companies’ cash flow forecast and comments on variances

between actual results compared to forecast for the period ended June 5, 2016;


http://www.insolvencies.deloitte.ca/en-ca/101133330and101149825SkLtd

v. The activities of the Companies since the Initial Order with respect to

restructuring the operations of the Applicants; and
vi. The Applicants’ request for an extension of the Stay Period.
TERMS OF REFERENCE

6. In preparing this First Report, the Monitor has relied upon unaudited interim financial
information, the Applicants’ books and records, the affidavits of John Orr sworn on May 12,
May 19, and June 6, 2016, and discussions with management (“Management”) and its and
legal advisors.

7. The financial information of the Companies has not been audited, reviewed or otherwise
verified by the Monitor as to its accuracy or completeness, nor has it necessarily been
prepared in accordance with generally accepted accounting principles and the reader is
cautioned that the First Report may not disclose all significant matters about the Applicants.
Additionally, none of the Monitor’s procedures were intended to disclose defalcations or
other irregularities. If the Monitor were to perform additional procedures or to undertake an
audit examination of the financial statements in accordance with generally accepted auditing
standards, additional matters may have come to the Monitor’s attention. Accordingly, the
Monitor does not express an opinion nor does it provide any other form of assurance on the
financial or other information presented herein. The Monitor may refine or alter its
observations as further information is obtained or brought to its attention after the date of the
First Report.

8. The financial projections attached to the First Report were prepared by Management (except
where noted). Although the Monitor has reviewed the assumptions underlying the
projections for reasonableness, financial projections, by their nature, are dependent upon
future events, which are not susceptible to verification. Actual results will vary from the
information presented and the variations may be material. The Monitor has not prepared a
compilation as contemplated by Section 4250 of the Chartered Professional Accountants of
Canada Handbook.



9. The Monitor assumes no responsibility or liability for any loss or damage occasioned by any
party as a result of the circulation, publication, reproduction or use of the First Report. Any
use which any party makes of the First Report, or any reliance or decision to be made based
on the First Report, is the sole responsibility of such party.

10. Unless otherwise stated, all monetary amounts contained in this First Report are expressed

in Canadian dollars and are rounded to the nearest thousand dollars.

11. Capitalized terms used in this First Report but not defined are as defined in the Pre-Filing
Report.

MONITOR’S ACTIVITIES SINCE THE GRANTING OF THE INITIAL ORDER
12. Since the date of the Initial Order, the Monitor’s activities have included the following:

a) Established the Monitor’s Website and made available the Initial Order,
application materials, service list, and a list of creditors with claims against the
Applicants;

b) Prepared and issued notices required under the Initial Order, including the

following creditor correspondence and notices:

i. Published the notice to creditors in the Saskatoon Star Phoenix and the
Regina Leader Post on May 26, 2016 and June 2, 2016, copies of which are
attached hereto as Exhibit “C”.

ii.  Mailed the notice to creditors to approximately 49 of the Companies’
creditors on May 24, 2016 with respect to the CCAA proceedings. A copy

of the notice is attached hereto as Exhibit “D”.

iii.  Issued the notice to the Office of the Superintendent of Bankruptcy in the
prescribed form as required under section 23(1)(f) of the CCAA;

¢) Held ongoing discussions with Management and the Companies’ legal counsel

regarding the Companies’ business and financial affairs, including the Cash Flow



13.

Statement for the period ending August 7, 2016 filed with the Court in connection
with the Companies’ initial application (the “Initial Cash Flow™), restructuring
activities, employee and creditor matters, and other matters relating to the CCAA

proceedings generally;

d) Attended to continued inquiries from creditors, customers, and suppliers of the

Companies; and

e) Continued monitoring of the business and financial affairs of the Companies in
accordance with the Initial Order.

The Monitor is monitoring the receipts and disbursements of the Companies on a weekly
basis with the full co-operation of Management. Consequently, cash flow forecasts will be

updated regularly following the weekly variance analysis of the cash utilization.

STAKEHOLDER UPDATE

14.

15.

On May 19, 2016, the day prior to the hearing of the application by the Companies for the
Initial Order, solicitors (“Miller Thomson™) representing Firm Capital Mortgage Fund Inc.
(“Firm Capital”) and Frank Pa (“Pa”) (the secured creditors who hold first and second
ranking mortgages on the 825 Land, respectively) delivered a letter to the Court (the "May
19 Miller Thomson Letter”). The May 19 Miller Thomson Letter advised that Miller
Thomson had been in discussions with the solicitors for the Applicants, the Proposed
Monitor, solicitors for the Proposed Monitor, and solicitors for Affinity Credit Union
(“Affinity”), who hold a first ranking security interest in respect of 33330, (collectively the
“Parties”), in an attempt to arrive at a draft order that would be acceptable to all Parties.
The May 19 Miller Thomson Letter is attached as Exhibit A to the Affidavit of John Orr
dated June 6, 2016.

Firm Capital and Pa were seeking an order that would segregate the assets of 33330 from the
assets of 825 (the “Ring-Fencing Approach”). Under the Ring-Fencing Approach
proposed by Firm Capital and Pa, any Administrative Charge and DIP Facility Charge
granted by the Court was to be subordinate to both the Firm Capital mortgage and the Pa
mortgage registered against the 825 Land. Further, Firm Capital proposed that it be
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16.

17.

18.

permitted to continue taking interest payments against its loan from the Firm Capital
Reserve Deposit (as defined in the Affidavit of John Orr dated May 12, 2016) during the
CCAA proceedings, and that any costs associated with the restructuring activities of 33330
and 825 were to be borne solely by each respective Company. In this fashion, the priority
position of the Firm Capital mortgage and the Pa mortgage against the 825 Land would be
preserved, no priming of the Firm Capital mortgage and the Pa mortgage would occur, and
restructuring costs associated with one of the Companies would not be borne by the other
one of the Companies.

Various e-mail communications were exchanged amongst Miller Thomson and the Parties
during the period preceding the May 20, 2016 Court hearing, wherein the following items

were discussed, amongst others:

a)  Firm Capital expressed an interest in providing a DIP Facility to the Companies
and provided the Companies with an initial letter of interest to provide interim
financing to 33330 on May 18, 2016; and

b)  Firm Capital and Pa indicated that, provided that the Ring-Fencing Approach was
adopted, they would likely support 825’s efforts to move forward with land
development work in order to unlock the value of the 825 Land for both the 825
creditors and the creditors of 33330.

Attached to the May 19 Miller Thomson Letter was a draft order that all Parties, including
Miller Thomson, had agreed upon. The draft order was approved by Mr. Justice Gabrielson
(who referred to it in open Court at the May 20, 2016 hearing as the "Miller Thomson
Order™) on May 20, 2016 and became the Initial Order in these proceedings.

On the morning of May 20, 2016, prior to the Court hearing, Firm Capital provided the
Applicants with an amended DIP Facility letter of interest in support of the Applicants’
restructuring efforts for 33330. However, despite this letter of interest from Firm Capital,
the Applicants had been in discussions with Pillar Capital Corp. ("Pillar™) and had decided
to proceed with Pillar’s interim financing offering, subject to Court approval. The proposed
DIP Facility with Pillar was approved by the Court on May 20, 2016 (the “DIP Order”).



19.

20.

21.

On May 24, 2016, the next business day after the initial hearing in these proceedings, Miller
Thomson sent written correspondence to the solicitor for the Applicants and the solicitor for
the Monitor (attached as Exhibit D to the Affidavit of John Orr dated June 6, 2016) advising
of the following:

a)  That Firm Capital and Pa were not prepared to be stayed on the 825 Land and that
the appropriate remedy for Firm Capital and Pa, as secured mortgage holders, was

to proceed with a judicial sale process;

b)  That Firm Capital and Pa now took the position that 825 had no place in these
CCAA proceedings as 825 had no employees and its only asset was undeveloped
vacant land. Firm Capital and Pa also suggested that 825’s secured creditors

should not be forced to forgo their conventional enforcement remedies; and

c¢) Firm Capital and Pa suggested that, based on certain estimated land values
disclosed in the Affidavit of John Orr dated May 12, 2016, that the 825 Land had
depreciated in value by approximately 20% since February 2015, to a point where
there was negative equity in the 825 Land, such that Firm Capital and Pa were not
prepared to wait any longer before commencing enforcement proceedings as the

825 Land value could drop further

The Monitor notes that a very significant expenditure of professional time and resources was
incurred in order to ensure that all Parties, including Firm Capital and Pa, were in agreement
with the form of the Initial Order. Agreement on a consent order was achieved on Thursday
May 19, 2016, and the Initial Order (described by Mr. Justice Gabrielson as the "Miller
Thomson Order") was approved by the Court the following day and was issued on Friday
May 20, 2016. Thereafter, on Tuesday May 24, 2016, Firm Capital and Pa reversed their
position and asserted their right to be removed from the stay on the 825 Land and to proceed
with a judicial sale of the 825 Land.

The Monitor notes that, if the stay is lifted as against 825, and if Firm Capital and Pa are
permitted to proceed with a judicial sale of the 825 Land, such an outcome will have a
material impact on creditors of 33330 such as Affinity. The stated objective of "unlocking"



22,

23.

the potential equity in the 825 Land through rezoning, subdivision, and development work
on the 825 Land had previously been identified as a benefit to be derived from these CCAA
proceedings for creditors of 33330 such as Affinity.

All Parties, including Firm Capital and Pa, had agreed to the form of Initial Order on May
20, 2016. There have been no material adverse changes in the Companies’ operations since
the granting of the Initial Order. Accordingly, the Monitor is concerned that the lifting of
the stay as against 825 will jeopardize these CCAA proceedings for all stakeholders. If the
825 Land is to be sold in its present state without further development, the potential to
realize the additional equity in the 825 Land for the benefit of all of the Companies’
stakeholders, as originally contemplated by the Companies in making their CCAA
application, will be lost.

The Companies’ other stakeholders continue to generally support the ongoing operations of

the Companies during these CCAA proceedings:

a)  Suppliers

The Monitor has been advised by Management that the suppliers have been
generally supportive of the Companies post-filing and continue to supply goods

and services on commercially reasonable terms.
b)  Tenants

Management has advised that certain of the existing tenants at the Orr Centre
have commended the Companies for the recent changes in management at the
event centre. Attached as Exhibit K and L to the Affidavit of John Orr dated June

6, 2016 is correspondence received by the Companies from two tenants.

c) Employees

Management has advised that the existing employees of the Companies remain
committed to the Companies during the restructuring efforts. Management

further advised that Canada Revenue Agency (“CRA”) payroll source deductions



are being remitted on a timely basis going forward, but that the payroll source

deduction arrears of $68,000 owing as at May 20, 2016 have not yet been paid.

DEBTOR IN POSSESSION FINANCING

24. Subsequent to the granting of the Initial Order, the Applicants finalized a DIP Facility with
Pillar (the “DIP Lender”) in accordance with the DIP Order. The DIP Facility is expected

25.

to provide sufficient funding to allow the Applicants to begin to reorganize their affairs in

these proceedings, including certain rezoning and subdivision activities for the 825 Land.

The Applicants and their advisors believe that the DIP Facility was the only realistic source

of funding available, given the urgency of the proposed filing, and the minimal level of

existing cash on hand.

The final DIP Facility agreement (the “DIP Facility Agreement”) is attached as Exhibit N

to the Affidavit of John Orr dated June 6, 2016 and is summarized in the table below.

Terms capitalized in the table have the meaning ascribed to them in the DIP Facility

Agreement.
Summary of DIP Facility Agreement Terms
Financing e Senior secured super-priority facility in an amount of up to CDN
$500,000 by way of a single advance.
Borrowers ¢ 101133330 Saskatchewan Ltd., 101149825 Saskatchewan Ltd., and John

Orr as Guarantor.

Purpose of Financing

e To finance the Borrowers” working capital requirements and for other
general corporate purposes and capital expenditures.

Maturity e The earliest of (i) the Lender making demand for repayment of such
obligations; (ii) the occurrence of an Event of Default; and (iii) the date
which is twelve (12) months following the date of Advance of any
amounts under the DIP Facility.

Payment e Commencing June 30, 2016, the Borrowers shall make payments to the

Lender on the last day of each month of all interest outstanding on the
DIP Facility for such month with principal due at maturity.

Significant Terms

e The Borrowers/Guarantor shall pay when due all statutory liens, trusts
and other Crown claims, including but not limited to property taxes
which have accrued subsequent to the date of the Initial Order.

e Satisfactory completion of the Lender’s due diligence.

e Other covenants which appear customary under the circumstances.

Fees and Interest

e 1.25% per month (15% per annum) on the daily balance outstanding.

¢ $15,000 facility fee being 3% of the approved DIP Facility.

¢ $500 monthly monitoring fee due on the last business day of each
month.

e $2,500 due diligence fee.

Security

¢ All of the existing and after-acquired real and personal, tangible and

9




26.

217.

28.

29.

intangible, assets, property and undertaking of the Borrowers.
e The Borrowers shall also provide to the Lender a Promissory Note,
Assignment of Insurance, and Direction to Pay.

DIP Charge ¢ DIP Charge to rank subordinate only to the Administration Charge. DIP
Charge in the amount of CDN $500,000 to ensure fees, costs and
expenses are covered.

Management of the Applicants has advised the Monitor that it believes the Applicants can

abide by all of the terms of the DIP Facility Agreement.

The Monitor notes that the costs of the DIP Facility fall within a range of costs that the

Monitor has reviewed in other recent comparable DIP loans in other insolvency proceedings.

The Monitor notes that funding under the DIP Facility was required on an urgent basis. The
quantum of the DIP Facility reflects the cash needs of the Applicants, taking into

consideration the Applicants’ immediate planned course of action.

The Monitor also notes that there are a number of terms and conditions of the DIP Facility
that provide the DIP Lender with discretion and flexibility over the financing of the
Applicants in these proceedings. It is expected that the DIP Facility will be administered in
a manner that furthers the goals of these proceedings. The DIP Facility was advanced to the
Applicants by the DIP Lender in a single advance of $500,000 on June 2, 2016.

CASH FLOW STATEMENT AND LIQUIDITY

30.

31.

The Companies’ cash receipts and disbursements for the period May 9, 2016 to June 5, 2016

are attached as Exhibit “E” with a comparison to the Initial Cash Flow.

The Monitor has conducted weekly reviews of the Companies' actual cash flow compared to
the Initial Cash Flow. As detailed in the DIP Facility Agreement that was finalized on May
27, 2016, a weekly variance analysis will also be provided to Pillar. The Monitor’s

comments on the actual cash flow to June 5, 2016 are as follows:

a) Compared with the Initial Cash Flow, the Companies experienced an overall

favorable variance of approximately $587,000.

b)  This variance is primarily attributable to the following:

10



$502,000 favorable cash receipts variance compared to forecast due
primarily to the full advance of the DIP Facility and timing of rental income

collections.

$82,000 favorable development cost variance as Stantec was not formally
engaged until after the granting of the Initial Order. The unspent forecast
development costs are still expected to be incurred and have been included

in the Revised Cash Flow (as defined below).

$37,000 favorable operating cost variance due to the timing of certain
expenditures and the reduction in utility costs with warmer outside

temperatures.

$34,000 unfavorable restructuring cost variance due primarily to increased
professional costs incurred as a result of issues encountered negotiating a
draft order in these CCAA proceedings (as previously discussed in this First

Report).

32. As of the date of this First Report, all expenses incurred have been or will be paid, in

33.

accordance with the Initial Order, from ongoing operations or from the authorized DIP
Facility. As the Companies are forecasting to have adequate availability in the existing DIP
facility, the Companies do not appear to require additional financing, as is evident from the
Revised Cash Flow Statement for the period ending September 4, 2016 attached hereto as
Exhibit “F” (the “Revised Cash Flow”).

The Revised Cash Flow includes the assumptions as set out in the Notes and Summary of

Assumptions (“Notes and Assumptions™).

34. The Monitor’s comments on the Revised Cash Flow are as follows:

For the period from June 6, 2016 to September 4, 2016, the Companies are

projected to have gross receipts of approximately $284,000 and disbursements of

approximately $756,000, representing a net operating cash outflow of $472,000.

11



b)  The $500,000 DIP Facility granted in the Initial Order is projected to be sufficient
to allow the Applicants to continue operations and engage in the 825 Land

development activities to September 4, 2016.

c)  The Monitor’s review of the Revised Cash Flow consisted of inquiries, analytical
procedures and discussions related to information supplied to the Monitor by
certain of the Management and employees of the Companies. Since the Notes and
Assumptions need not be supported, the Monitor’s procedures with respect to
them were limited to evaluating whether they were consistent with the purpose of
the Revised Cash Flow. The Monitor has also reviewed the support provided by
Management for the Notes and Assumptions, and the preparation and presentation
of the Revised Cash Flow.

d) Based on the Monitor’s review, nothing has come to its attention that causes it to

believe that, in all material respects:

i.  The Notes and Assumptions are not consistent with the purpose of the

Revised Cash Flow;

ii.  As at the date of the First Report, the Notes and Assumptions developed by
Management are not suitably supported and consistent with the plans of the
Companies or do not provide a reasonable basis for the Revised Cash Flow,

given the Notes and Assumptions; or
iii.  The Revised Cash Flow does not reflect the Notes and Assumptions.

35. Since the Revised Cash Flow is based on assumptions regarding future events, actual results
will vary from the information presented, even if the Notes and Assumptions occur, and the
variations may be material. Accordingly, the Monitor expresses no assurance as to whether
the Revised Cash Flow will be achieved. The Monitor expresses no opinion or other form of
assurance with respect to the accuracy of any financial information presented in the First

Report, or relied upon by the Monitor in preparing the First Report.

12



RESTRUCTURING EFFORTS

36.

37.

38.

39.

Subsequent to the granting of the Initial Order, 825’s immediate efforts have focused on
researching and retaining the appropriate professional consultants to assist 825 in moving
forward with development of the 825 Land.

On May 23, 2016, 825 provided a deposit to Stantec and retained the engineering
consultants to begin the scope of work outlined in the proposal (the “Stantec Proposal’)
attached as Exhibit E to the Affidavit of John Orr dated June 6, 2016. The scope of work
detailed in the Stantec Proposal relates to the creation of a concept plan and serviceability
study for the 825 Land that are required by the City of Saskatoon (the “City”) prior to the
825 Land being rezoned to accommodate medium to high density residential developments
(the “825 Concept Plan™). The Applicants have advised that Stantec has already held initial
meetings with the City’s Planning and Development Department for potential rezoning
options, compiled a record of utility designs for the existing infrastructure, and has started
working on the necessary environmental assessments (a complete progress report of
Stantec’s activities to-date is attached as Exhibit | to the Affidavit of John Orr dated June 6,
2016).

The estimated timeframe for substantive completion of the 825 Concept Plan is August 31,
2016, at which time 825 will be in a positon to estimate when the 825 Concept Plan will be
submitted to the City for consideration along with 825’s application to have the 825 Land
rezoned to accommodate the desired residential development.

In order to have the 825 Land best situated for development, once the City approves the 825
Concept Plan, 825 will need to formulate and submit a number of additional plans and
agreements for the City’s consideration. In order to move this process forward, the
Applicants determined that it would be necessary to access the experience and expertise of a
professional land developer to act as the owner’s consultant (the “Owner’s
Representative”), to aid in the development, administration, and general oversight and
control of the 825 Land development plan. According to the Applicants, the Owner’s

Representative would need to have particular knowledge of development, planning, design,

13



40.

41.

42.

43.

44,

45.

and implementation of land development in the Saskatoon region and must have the

necessary skills to deal with civic administration, consultants, and other stakeholders.

In order to gauge the interest in the professional development community, during the period
May 28, 2016 to May 30, 2016, the Applicants sent e-mail correspondence to eight (8)
prospective companies whom they believed represented the pre-eminent local land
development companies with the requisite experience and resources to fulfill the Owner’s

Representative role.

Each company replied within two business days of the initial e-mail inquiry either
requesting additional information about the 825 Land, or expressing outright interest in

being the Owner’s Representative.

On June 1, 2016 and June 2, 2016, the Applicants sent further correspondence to the eight
(8) companies with a description of the anticipated scope of work, and requested that they
submit proposals for the Applicants’ consideration by close of business on June 3, 2016. It
was further requested that any proposal submitted provide details supporting a monthly
work fee (if any), time and materials rate (if applicable), and any success based fee (based
upon the results achieved by the Owner’s Representative), if any.

The Applicants advised that two (2) proposals were received by the June 3, 2016 deadline,
and that other companies indicated that they wanted to be apprised in the event the 825 Land
was to be sold. The Applicants have not yet had the opportunity to evaluate the competing
offers and negotiate a form of agreement as at the date of this First Report.

With respect to 33330 and the Orr Centre, the Applicants have advised that, since the
granting of the Initial Order, they have been focused on continuing to reduce operating
costs, filling the vacant residential and commercial space, and maximizing the potential to
increase the use of the Orr Centre as an event centre.

The Applicants advised that total staff has been reduced to four (4) full-time employees, one
of whose day-to-day responsibilities have been increased to accommodate the termination of

the Orr Centre’s previous manager.

14



46.

47.

48.

49.

The Applicants advised that 33330 has negotiated a new lease with INtouch Career College
and has engaged in preliminary discussions with two other potential commercial tenants.
Additionally, the Applicants advised that they are in discussions with existing tenants in an
attempt to increase the usage of the existing dormitory space, as well as with certain seniors
housing providers who have expressed interest in entering into a long-term lease
arrangement for one of the shuttered dormitory buildings in the event that the building could
be renovated to meet their requirements. At the time of this First Report, the Applicants
were further assessing the necessary renovations and remediation work that is necessary to

improve the Orr Centre.

The Applicants also advised that they have made initial inquiries with a full service,
diversified entertainment company, with the intention of developing a referral relationship
and engaging a third party, on-site manager, to assist with increasing the overall usage of the
theatre at the Orr Centre. The Applicants advised that the entertainment company is
currently working on a proposal outlining the terms of a possible engagement, but nothing

has been finalized as at the date of the First Report.

Additionally, the Applicants have advised that there has been some interest expressed in
purchasing the Orr Centre, and the possibility of subdividing the property so as to be able to
develop a portion of the bare land. However, more time is necessary to assess the scope of

work that would be required and the estimated timeframe for completion.

Finally, the Applicants have advised that they have entered into discussions with a realtor to
have the Prince Albert Condominiums listed for sale so that the equity therein can be

utilized in these CCAA proceedings.

REQUEST FOR EXTENSION OF THESE PROCEEDINGS AND
RECOMMENDATIONS

50.

The current stay of proceedings under the Initial Order expires on June 19, 2016. In order to
facilitate restructuring efforts, the Companies are requesting an extension of the stay of
proceedings to August 31, 2016. Management and its counsel have advised that this
extension period will provide Stantec with the time required to complete approximately 80%

15



51.

52.

53.

54.

55.

of its work related to the 825 Concept Plan, and the Applicants will be able to evaluate and
engage an Owner’s Representative to further assist with the 825 Land development and
rezoning process. Additionally, the extension will provide the Applicants with the time
required to perform certain necessary remediation work and repairs at the Orr Centre, and to
begin to increase tenancies and rental revenues. The extension will also allow the
Applicants time to further consider development of a plan of arrangement, which may
potentially result in a Court approved sales process for certain of the assets of 33330 and
825.

The Monitor is aware of its duty under section 23(1)(h) of the CCAA. That section states
that, if the Monitor is of the opinion that it would be more beneficial to the company’s
creditors if proceedings in respect of the company were taken under the Bankruptcy and
Insolvency Act (“BIA”), it shall so advise the Court without delay after coming to that

opinion. As at the date of this First Report, the Monitor has not formed such an opinion.

The Monitor is of the view that continuing the Companies’ restructuring under the CCAA
proceedings will preserve the business as a going concern, will continue to maximize and
preserve value for stakeholders of the Companies, and will allow time for the Companies to
develop a restructuring plan which offers the only opportunity for many of the stakeholders

to achieve a recovery.

The Applicants are working diligently to manage their financial and operational
restructuring. In accordance with the Revised Cash Flow, the Companies are forecasting to
be able to operate within the Court ordered DIP Facility during the requested extension

period.

The Monitor is of the view that the Companies have acted, and are acting, in good faith and
with due diligence.

Mr. Orr has stated that reasonable prospects exist for the Companies to file a Plan of
Arrangement under the CCAA and that it is the intention of the Companies to do so. Based
upon information presently available to it, the Monitor has no reason to take issue with these
statements by Mr. Orr.
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56. Accordingly, the Monitor respectfully recommends that this Court approve an extension of

the stay of proceedings to August 31, 2016.

57. The Monitor also respectfully requests that the Court approve this First Report and the
conduct and activities of the Monitor described herein.

All of which is respectfully submitted at Saskatoon, Saskatchewan, this 81" day of June, 2016.

DELOITTE RESTRUCTURING INC.
In its capacity as Monitor of

101133330 Saskatchewan Ltd. and
101149825 Saskatchewan Ltd.,

and not in its personal capacity.

Per.  Brent Warga, CA, CIRP
Senior Vice-President
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DUFPLICATE
FORM 10-3 ORTGINAL

(Rule 10-3)

COURT FILE NUMBER 643 of 2016

COURT QUEEN’S BENCH FOR SASKATCHEWAN
IN BANKRUPTCY AND INSOLVENCY

JUDICIAL CENTRE SASKATOON

APPLICANTS 101133330 SASKATCHEWAN LTD. and

101149825 SASKATCHEWAN LTD.

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
RSC 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF 101133330 SASKATCHEWAN LTD. and 101149825 SASKATCHEWAN LTD.

INITIAL ORDER
BEFORE THE HONOURABLE ) FRIDAY, THE 20* DAY
MR. JUSTICE N.G. GABRIELSON ) OF MAY, 2016
IN CHAMBERS )

UPON THE APPLICATION of counsel on behalf of the Applicants, 101133330
Saskatchewan Ltd. and 101149825 Saskatchewan Ltd., and upon hearing read the Notice of
Application, dated the 12" day of May, 2016, the Affidavit of John Orr sworn the 12 day of
May, 2016, the draft Order, the Consent of the Monitor to Act, the Pre-Filing Report of the
Proposed Monitor and the Brief of Law on behalf of the Applicants, all filed; and on being
advised that the secured creditors who are likely to be affected by the charges created herein
were given notice; and upon hearing from counsel to the Applicants, counsel for Firm Capital

Corp., counsel for Affinity Credit Union and counsel for all other interested parties present:

IT IS HEREBY ORDERED, ADJUDGED, AND DECLARED THAT:
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VALIDATION OF SERVICE

1. Service of the Notice of Application and all other materials filed in support of this
application (collectively, the "Application Materials") upon all parties listed on the
Service List established in these proceedings and maintained by the Monitor (a current
copy of which is attached as Schedule "C" hereto) shall be and is hereby deemed to be

good, valid, timely and sufficient.

TERM OF ORDER

2. The hearing of the application on this proceeding shall be held at the Court House
situated at 520 Spadina Crescent East, Saskatoon, Saskatchewan at 10:00 o’clock a.m. on
the 20th day of _ May  2016. All of the relief provided for in the subsequent
paragraphs of this Order is granted to the Applicants on an interim basis only, and the
relief made in the subsequent paragraphs will expire at 11:59 p.m. (local Saskatchewan

time) on the 19" day of June, 2016, unless extended by this Court.

APPLICATION

3. The Applicants are both Companies to which the CCAA applies. The Applicants are
affiliated companies as defined in section 3(2) of the CCAA.

CONVERSION OF BIA PROCEEDINGS TO CCAA PROCEEDINGS

4. The proceedings commenced by the Applicants under Part III of the Bankrupicy and
Insolvency Act, RSC, 1985, ¢ B-3 (the “BIA™) by the filing by each of the Applicants of a
Notice of Intention to Make a Proposal (the "NOI") pursuant to section 50.4(1) of the
BIA shall be and are hereby taken up and continued under the CCAA pursuant to section
11.6(a) of the CCAA.

PLAN OF ARRANGEMENT

5. Each of the Applicants shall have the authority to file and may, subject to further order of
this Court, file with this Court one or more plans of compromise or arrangement

(hereinafter referred to as the "Plan").
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DEFINITIONS

5A.For the purposes of this Order:

a.

“Saskatoon Property” shall mean all current and future assets, undertakings and
property of every nature and kind whatsoever, and wherever situate, including all

proceeds thereof, of 101149825 Saskatchewan Ltd.

POSSESSION OF PROPERTY AND OPERATIONS

6. Each of the Applicants shall:

a.

18367108.2

remain in possession and control of its current and future assets, undertakings and
property of every nature and kind whatsoever, and wherever situate including all

proceeds thereof (the "Property");

subject to further Order of this Court, continue to carry on business in a manner

consistent with the preservation of its business (the "Business") and Property;

be authorizéed and empowered to continue to retain, employ, and pay the
employees, consultants, agents, experts, accountants, counsel and such other
persons (collectively "Assistants") currently retained or employed by it, with
liberty to retain, employ, and pay such further Assistants as it deems reasonably
necessary or desirable, all in the ordinary course of business or for the carrying

out of the terms of this Order;

be entitled to continue to utilize the central cash management system currently in
place, or replace it with another substantially similar central cash management
system (the "Cash Management System"); provided that, until further Order of
this Court, the Cash Management Systems of the Applicant companies shall be
kept separate, shall not be commingled, and no funds that are the property of one
Applicant company shall be paid or transferred to the other Applicant company.

Any present or future bank providing the Cash Management System:



iii.

-4

shall not be under any obligation whatsoever to inquire into the propriety,
validity or legality of any transfer, payment, collection or other action
taken under the Cash Management System, or as to the use or application
by the Applicant of funds transferred, paid, collected or otherwise dealt

with in the Cash Management System;

shall be entitled to provide the Cash Management System without any
liability in respect thereof to any Person (as hereinafter defined) other than
the Applicant, pursuant to the terms of the documentation applicable to the

Cash Management System; and

shall be, in its capacity as provider of the Cash Management System, an
unaffected creditor under the Plan with regard to any claims or expenses it
may suffer or incur in connection with the provision of the Cash

Management System.

7. The Applicants shall be entitled but not required to pay the following expenses whether

incurred prior to or after this Order:

a.

and

all outstanding and future wages, salaries, employee and pension benefits,
contributions to pension plans, vacation pay, bonuses, and expenses payable on or
after the date of this Order, in each case incurred in the ordinary course of

business and consistent with existing compensation policies and arrangements;

the fees and disbursements of any Assistants retained or employed by the

Applicants in respect of these proceedings, at their standard rates and charges.

8. Except as otherwise provided to the contrary herein, the Applicants shall be entitled but

not required to pay all reasonable expenses incurred by the Applicants in carrying on the

Business in the ordinary course after the date of this Order, and in carrying out the

provisions of this Order, which expenses shall include, without limitation:
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all expenses and capital expenditures reasonably necessary for the preservation of
the Property or the Business including, without limitation, payments on account
of insurance (including directors and officers insurance), maintenance and

security services; and

b. payment for goods or services actually supplied to the Applicants.

9. The Applicants shall, in accordance with legal requirements, remit or pay:

a.

any statutory deemed trust amounts in favour of the Crown in right of Canada or
of any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in
respect of (i) employment insurance, (ii) Canada Pension Plan, and (iii) income

taxes;

all goods and services or other applicable sales taxes (collectively, "Sales Taxes")
required to be remitted by the Applicants in connection with the sale of goods and
services by the Applicants, but only where such Sales Taxes are accrued or
collected after April 20, 2016, or where such Sales Taxes were accrued or
collected prior to the date of this Order but not required to be remitted until on or

after April 20, 2016; and

any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the

Business by the Applicants.

10. Until a real property lease is disclaimed in accordance with the CCAA, the Applicants

shall pay all amounts constituting rent or payable as rent under real property leases

(including, for greater certainty, common area maintenance charges, utilities and realty

taxes and any other amounts payable to a landlord under a lease) or as otherwise may be

negotiated by the Applicants from time to time ("Rent"), for the period commencing
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from and including April 20, 2016, bi-weekly, in advance (but not in arrears). On the date
of the first of such payments, any arrears relating to the period commencing from and

including April 20, 2016, shall also be paid.

11. Except as specifically permitted herein, the Applicants are hereby precluded and

enjoined, until further Order of this Court, from:

a. making any payments of principal, interest thereon or otherwise on account of

amounts owing by the Applicants to any of its creditors as April 20, 2016;

b. granting any security interests, trusts, mortgages (or other real property interests),

liens, charges, or encumbrances upon or in respect of any of its Property; and

c. granting credit or incurring liabilities except in the ordinary course of the

Business; and

d. assigning or transferring any Property from or any debt from one Applicant
company to the other, or causing either Applicant company to pay or satisfy any

obligations of the other.

11A. Notwithstanding paragraph 11, Firm Capital Mortgage Fund Inc. shall, with the
consent of the Monitor, be permitted to utilize funds held by it pursuant to a Cash Pledge
Agreement granted to it by the Applicant, 101149825 Saskatchewan Ltd., to cause
regular payments of interest due after the date of this Order to be made to it in accordance
with the Mortgage Loan Commitment dated June 23, 2015 among Firm Capital
Corporation, John Orr and 101149825 Saskatchewan Ltd., as amended by an Amendment
to the Mortgage Loan Commitment dated August 4, 2015.

RESTRUCTURING

12. Each of the Applicants shall, subject to such requirements as are imposed by the CCAA
and such covenants as may be contained in the DIP Lender Documents, if any, (as

hereinafter defined), have the right to:
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a. permanently or temporarily cease, downsize or shut down any of its Business or

operations;
b. sell its assets in the ordinary course of its Business;

¢. dispose of (by sale or otherwise) redundant or non-material assets not exceeding
$100,000.00 in any one transaction or $250,000.00 in the aggregate under a series

of connected transactions;

d. dispose of (by sale or otherwise) redundant or non-material assets not authorized

by paragraph 12(c) of this Order only with the approval of the Court;

e. terminate the employment of such of its employees or temporarily lay off such of

its employees as it deems appropriate; and

f. pursue all avenues of refinancing of its Business or Property, subject to prior
approval of this Court being obtained before any material refinancing is

undertaken;

all of the foregoing to permit the Applicants to proceed with an orderly restructuring of

the Business (the "Restructuring").

13. The Applicants shall provide each of the relevant landlords with notice of the Applicants’
intention to remove any fixtures from any leased premises at least seven (7) days prior to
the date of the intended removal. The relevant landlord shall be entitled to have a
representative present in the leased premises to observe such removal and, if the landlord
disputes the Applicants’ entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed
between any applicable secured creditors, such landlord and the Applicants, or by further
Order of this Court upon application by the Applicants on at least two (2) days’ notice to
such landlord and any such secured creditors. If the Applicants disclaim the lease
governing such leased premises in accordance with section 32 of the CCAA, it shall not
be required to pay Rent under such lease pending resolution of any such dispute (other

than Rent payable for the notice period provided for in section 32(5) of the CCAA), and
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the disclaimer of the lease shall be without prejudice to the Applicants’ claim to the

fixtures in dispute.

14. If a notice of disclaimer or repudiation is delivered pursuant to section 32 of the CCAA,
then (a) during the notice period prior to the effective time of the disclaimer?, the landlord
may show the affected leased premises to prospective tenants during normal business
hours, on giving the Applicants and the Monitor 24 hours' prior written notice, and (b) at
the effective time of the disclaimer or repudiation, the relevant landlord shall be entitled
to take possession of any such leased premises without waiver of or prejudice to any
claims or rights such landlord may have against the Applicants in respect of such lease or
leased premises and such landlord shall be entitled to notify the Applicants of the basis
on which it is taking possession and to gain possession of and re-lease such leased
premises to any third party or parties on such terms as such landlord considers advisable,
provided that nothing herein shall relieve such landlord of its obligation to mitigate any

damages claimed in connection therewith.

15. Subject to the other provisions of this Order (including the payment of Rent as herein
provided) and any further Order of this Court, the Applicants shall be permitted to
dispose of any or all of the Property located (or formerly located) at such leased premises
without any interference of any kind from landlords (notwithstanding the terms of any
leases) and, for greater certainty, the Applicants shall have the right to realize upon the
Property and other assets in such manner and at such locations, including leased
premises, as it deems suitable or desirable for the purpose of maximizing the proceeds

and recovery therefrom.
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NO PROCEEDING AGAINST THE APPLICANTS OR THE PROPERTY

16. Until and including Sunday, June 19, 2016, or such later date as this Court may order (the
“Stay Period”), no proceeding (the “Proceeding”) or enforcement process (the
“Enforcement”) in any court or tribunal shall be commenced or continued against or in
respect of the Applicants or the Monitor, or affecting the Business or the Property, except
with the written consent of the Applicants and the Monitor, or with leave of this Court
and any and all Enforcements or Proceedings currently underway against or in respect of
the Applicants or affecting the Business or the Property are hereby stayed and suspended

pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

17. During the Stay Period, all rights and remedies of any individual, firm, corporation,
governmental body or agency, or any other entities (all of the foregoing, collectively
being "Persons" and each being a "Person") against or in respect of the Applicants or the
Monitor, or affecting the Business or the Property, are hereby stayed and suspended
except with the written consent of the Applicants and the Monitor, or leave of this Court,
provided that nothing in this Order shall (a) empower the Applicants to carry on any
business which the Applicants are not lawfully entitled to carry on; (b) affect such
investigations, actions, suits or proceedings by a regulatory body as are permitted by
section 11.1 of the CCAA,; (c) prevent the filing of any registration to preserve or perfect
a mortgage, floating charge, or security interest; or (d) prevent the registration or filing of
a lien or claim for lien or the commencement of a Proceeding to protect a lien or other
rights that might otherwise be barred or extinguished by the effluxion of time, provided
that no further steps shall be taken in respect of such lien, claim for lien or Proceeding

except for service of the initiating documentation on the Applicants.

NO INTERFERENCE WITH RIGHTS

18. During the Stay Period, no Person shall discontinue, fail to honour, alter, interfere with,

repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
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licence or permit in favour of or held by the Applicants, except with the written consent

of the Applicants and the Monitor, or leave of this Court.

CONTINUATION OF SERVICES

19. During the Stay Period, all Persons having oral or written agreements with the Applicants
or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation all computer software, communication and other data services,
centralized banking services, payroll services, insurance, transportation, utility or other
services to the Business or the Applicants, are hereby restrained until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such
goods or services as may be required by the Applicants, and that the Applicants shall be
entitled to the continued use of its current premises, telephone numbers, facsimile
numbers, internet addresses and domain names, provided in each case that the normal
prices or charges for all such goods or services received after April 20, 2016, are paid by
the Applicants in accordance with normal payment practices of the Applicants or such
other practices as may be agreed upon by the supplier or service provider and each of the

Applicants and the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

20. Notwithstanding anything else contained in this Order, no Person shall be prohibited
from requiring immediate payment for goods, services, use of leased or licensed property
or other valuable consideration provided on or after April 20, 2016, nor shall any Person
be under any obligation on or after the date of this Order to advance or re-advance any

monies or otherwise extend credit to the Applicants.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

21. During the Stay Period, and except as permitted by subsection 11.03(2) of the CCAA, or
by further order of this Court, no Proceeding or Enforcement may be commenced or

continued against any one or more of the former, current or future directors or officers of

18367108.2



211 -

the Applicants (the “Past and Present Directors”) with respect to any claim against any
one or more of the Past and Present Directors which arose before April 20, 2016, in
regard to or in respect of’

a. claims involving acts or omissions of those individuals in their capacity as
directors or officers or in any way related to matters arising from their role or
status as directors or officers;

b. claims in any way related to any matters arising from the appointment of any one
or more of the Past and Present Directors by or on behalf of the Applicants to any
corporation, partnership or venture, including their appointment or election by or
on behalf of the Applicants to any other board of directors or other governing
body or committee;

c. derivative rights of the Applicants against any one or more of the Past and Present
Directors; or

d. claims by former, current or future shareholders of the Applicants or former,
current or future directors or officers of the Applicants involving acts or
omissions of any one or more of the Past and Present Directors which are alleged
to be oppressive, or unfairly prejudicial to, or which are alleged to unfairly
disregard the interests of, former, current or future shareholders of the Applicants
or former, current or future directors or officers of the Applicants,

until a compromise or arrangement in respect of the Applicants, if one is filed, is

sanctioned by this Court or is refused by the creditors of the Applicants or this Court.

DIRECTORS’> AND OFFICERS’ INDEMNIFICATION

22. The Applicants shall indemnify each of its current directors (its “Current Directors” or
“Current Director”, as the context may require) and officers (its “Current Officers” or
“Current Officer”, as the context may require) on a joint and several basis from and
against:

a. all costs (including, without limitation, defence costs), claims, charges, expenses,
liabilities and obligations of any nature whatsoever actually incurred by any one

or more of its Current Directors and Current Officers that may arise as a result of:
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i. his or her position or involvement with the Applicants from and after April
20, 2016 (including without limitation any amount paid to settle an action
or satisfy a judgment in a civil, criminal or administrative action or
proceeding, or an action by or on behalf of the Applicants to procure a
judgment in favour of the Applicants, to which such Current Director and
Current Officer may be made a party by reason of being or having been a
Current Director or Current Officer or person that manages the business of
the Applicants);
ii. any sale of all or part of the Property; or
iii. the Plan or Plans,
provided that such Current Director and Current Officer:
(aa) acted honestly and in good faith with a view to the best
interests of the Applicants; and
(bb) in the case of a criminal or administrative action, had
reasonable grounds for believing that his or her conduct was
lawful;
except to the extent that such Current Director and Current Officer has
participated in the breach of any fiduciary duty; has engaged in willful
misconduct; or has been grossly negligent;
all costs, claims, charges, expenses, liabilities and obligations that any one or
more of the Current Directors or Current Officers sustain or incur from and after
April 20, 2016 (including, without limitation, legal costs on a solicitor and client
basis) relating to the failure of the Applicants to make any payments in respect of
which such Current Directors or Current Officers may be liable under any law in
his or her capacity as such Current Director or Current Officer, including without
limitation, payments in respect of wages and other amounts owing to employees,
except to the extent that such Current Director or Current Officer has participated
in the breach of any fiduciary duty; has engaged in willful misconduct, or has

been grossly negligent,

but this paragraph shall not constitute a contract of insurance and shall not constitute

“other valid and collectible insurance” as this term may be used in any existing policy of
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insurance issued in favour of the Applicants or any one or more of the Current Directors
and Current Officers. For greater certainty, the indemnity granted by the Applicants to
the Current Directors and Current Officers pursuant to this paragraph 22 shall only apply

and extend to any claims, obligations or liabilities incurred from and after April 20, 2016.

APPOINTMENT OF MONITOR

23.

24.

Deloitte Restructuring Inc. of Winnipeg, Manitoba (the “Monitor”) is hereby appointed
pursuant to the CCAA, as an officer of this Court, to monitor the business and financial
affairs of the Applicants, with the powers and obligations set out in the CCAA or set
forth herein and the Applicants and its shareholders, officers, directors, and Assistants
shall advise the Monitor of all material steps taken by the Applicants pursuant to this
Order, and shall co-operate fully with the Monitor in the exercise of its powers and
discharge of its obligations, including providing the Monitor with access to such books,
records, assets and premises of the Applicants as the Monitor requires, and otherwise
provide the Monitor with the assistance that is necessary to enable the Monitor to
adequately carry out the Monitor’s functions. For greater certainty, any and all activities
underway as at the date of this Order which Deloitte Restructuring Inc. is engaged in
pursuant to its role as Proposal Trustee under the NOI shall be (if the Monitor deems
necessary in its sole discretion) taken up and continued by the Monitor under these
CCAA proceedings, and Deloitte Restructuring Inc. shall be and is hereby discharged
from its role as Proposal Trustee under the NOI. All rights and protections afforded to
the Monitor pursuant to the CCAA or any applicable legislation shall apply (with the
necessary modification) to its appointment and carrying out of its previous mandate as

Proposal Trustee under the NOI.

The Monitor, in addition to its prescribed rights and obligations under the CCAA, is

hereby directed and empowered to:

a. monitor the Applicants’ receipts and disbursements;
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report to this Court at such times and intervals as the Monitor may deem
appropriate or as this Court may direct with respect to matters relating to the
Property, the Business, and such other matters as may be relevant to these
proceedings;

assist the Applicants, to the extent required by the Applicants, in its
dissemination, to the DIP Lender (as hereinafter defined) and its counsel, on a bi-
weekly basis of financial and other information as agreed to between the
Applicants and the DIP Lender.

advise the Applicants in its preparation of the Applicants’ cash flow statements
and reporting required by the DIP Lender, which information shall be reviewed
by the Monitor and delivered to the DIP Lender and its counsel on a periodic
basis, but not less than monthly, or as otherwise agreed to by the DIP Lender;
advise the Applicants in its development of the Plan and any amendments to the
Plan;

advise the Applicants, to the extent required by the Applicants, with the holding
and administering of creditors’ and shareholders’ meetings for voting on the Plan;
have full and complete access to the Property, including the premises, books,
records, data, including data in electronic form, and other financial documents of
the Applicants to the extent that is necessary to adequately assess the Applicants’
business and financial affairs or to perform its duties arising under this Order;

be at liberty to engage independent legal counsel or such other persons as the
Monitor deems necessary or advisable respecting the exercise of its powers and
performance of its obligations under this Order; and

perform such other duties as are required by this Order and by this Court from

time to time.

25. The Monitor shall not take possession of the Property and shall take no part whatsoever

in the management or supervision of the management of the Business and shall not, by

fulfilling its obligations hereunder, be deemed to have taken or maintained possession or

control of the Business or Property, or any part thereof.
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Nothing herein contained shall require the Monitor to occupy or take control, care,
charge, possession or management (separately and/or collectively, “Possession”) of any
of the Property that might be environmentally contaminated, might be a pollutant or a
contaminant, or might cause or contribute to a spill, discharge, release or deposit of a
substance contrary to any federal, provincial or other law respecting the protection,
conservation, enhancement, remediation or rehabilitation of the environment or relating
to the disposal of waste or other contamination (the “Environmental Legislation”),
provided however that nothing herein shall exempt the Monitor from any duty to report
or make disclosure imposed by applicable Environmental Legislation. The Monitor shall
not, as a result of this Order or anything done in pursuance of the Monitor’s duties and
powers under this Order, be deemed to be in Possession of any of the Property within the

meaning of any Environmental Legislation, unless it is actually in possession.

The Monitor shall provide any creditor of the Applicants and the DIP Lender, if any, with
information provided by the Applicants in response to reasonable requests for
information made in writing by such creditor addressed to the Monitor. The Monitor
shall not have any responsibility or liability with respect to the information disseminated
by it pursuant to this paragraph. In the case of information that the Monitor has been
advised by the Applicants is confidential, the Monitor shall not provide such information
to creditors unless otherwise directed by this Court or on such terms as the Monitor and

the Applicants may agree.

In addition to the rights and protections afforded the Monitor under the CCAA or as an
officer of the Court, the Monitor shall incur no liability or obligation as a result of its
appointment or the carrying out of the provisions of this Order, save and except for any
gross negligence or wilful misconduct on its part. Nothing in this Order shall derogate

from the protections afforded the Monitor by the CCAA or any applicable legislation.

The Monitor, counsel to the Monitor and counsel to the Applicants shall be paid their

reasonable fees and disbursements by the Applicants as part of the costs of these
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proceedings. The Applicants are hereby authorized and directed to pay the accounts of

the Monitor, counsel for the Monitor and counsel for the Applicants on a monthly basis.

30. The Monitor, counsel for the Monitor and counsel for the Applicants may render
accounts on a periodic basis and the Applicants shall pay such accounts when rendered,

subject to any final assessments and taxations ordered by this Court.

31. The Monitor, counsel for the Monitor, and the Applicants’ counsel shall be entitled to the
benefits of and are hereby granted a charge (the “Administration Charge”) on the
Property, which charge shall not exceed an aggregate amount of $150,000.00, as security
for their reasonable professional fees and disbursements, both before and after the
making of this Order in respect of these proceedings. The Administration Charge shall

have the priority set out in paragraphs 35 and 38 hereof.

32. The appointment of the Monitor by this Order shall not constitute the Monitor an
employer or a successor employer or payor for any purpose, including (without
limitation) pensions or benefits or any legislation governing employment or labour
standards or pension benefits or health and safety or any other statute, regulation, rule of

law or rule of equity.

DIP FINANCING

33.In the event that the Applicants determine that they require debtor-in-possession
financing to finance the Applicants’ working capital requirements and other general
corporate purposes and capital expenditures, the Applicants are hereby authorized to
enter into negotiations to obtain and borrow such financing from a proposed debtor-in-
possession lender (the "DIP Lender") under a credit facility and to execute and deliver
such commitment letters, credit agreements, mortgages, charges, hypothecs and security
documents, guarantees and other definitive documents (collectively the “DIP Lender
Documents”), and are hereby granted leave to make application to the Court (on five
days’ notice to holders of registered secured interests on the Property) for an Order

authorizing the granting of such arrangements for debtor-in-possession financing to the
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Applicants on terms and conditions of the DIP Lender Documents or as determined on

such application (the “DIP Financing Application”).

Subject to further approval of this Court as may be directed in the order resulting from
the hearing of the DIP Financing Application, the DIP Lender shall be entitled to the
benefits of a charge (the "DIP Lender’s Charge") on the Property, which charge shall
not exceed the aggregate amount advanced on or after the date of this Order under the
DIP Lender Documents which charge shall not secure an obligation that exists before this
Order is made. The DIP Lender’s Charge shall have the respective priorities set out in

paragraphs 35 and 38 hereof.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

35.

36.

37.

38.

The priorities of the Administration Charge and the DIP Lender’s Charge (collectively

the “Charges”), as among them, shall be as follows:
First — Administration Charge (to the maximum amount of $150,000.00); and
Second — DIP Lender’s Charge.

If the Persons sharing in the benefit of one of the Charges (the “Chargees”) have claims
that, in the aggregate, exceed the maximum authorized amount of that Charge, such
Chargees shall share in the benefit of that Charge (as between themselves) on a pro rata

basis to the maximum aggregate authorized amount of such Charge.

The filing, registration or perfection of each of the Charges shall not be required, and
the Charges shall be valid and enforceable for all purposes, including as against any right,
title or interest filed, registered, recorded or perfected subsequent to the Charges coming

into existence, notwithstanding any such failure to file, register, record or perfect.

Each of the Charges shall constitute a charge on the Property and such Charges shall
rank in priority to all other security interests, real property interests, trusts, liens, charges
and encumbrances, claims of secured creditors, statutory or otherwise (collectively,

"Encumbrances") in favour of any Person; provided that in respect of the Saskatoon
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Property, the Charges shall rank behind the Mortgage in favour of Firm Capital Mortgage
Fund Inc. registered as Interest Register No. 121088167 and the Mortgage in favour of
Frank Pa registered as Interest Register No. 121113155,

39. Except as otherwise expressly provided for herein, or as may be approved by this Court,
the Applicants shall not grant any Encumbrances over any Property that purports to rank
in priority to, or pari passu with, any of the Charges, unless the Applicants also obtains
the prior written consent of the Monitor, the DIP Lender and the beneficiaries of the

Administration Charge, or further Order of this Court.

40. The Charges and the DIP Lender Documents shall not be rendered invalid or
unenforceable and the rights and remedies of the Chargees entitled to the benefit of the
Charges and/or the DIP Lender thereunder shall not otherwise be limited or impaired in
any way by (a) the pendency of these proceedings and the declarations of insolvency
made herein; (b) any application(s) for bankruptcy order(s) issued pursuant to the BIA, or
any bankruptcy order made pursuant to such applications; (c) the filing of any
assignments for the general benefit of creditors made pursuant to the BIA; (d) the
provisions of any federal or provincial statutes; or (¢) any negative covenants,
prohibitions or other similar provisions with respect to borrowings, incurring debt or the
creation of Encumbrances, contained in any existing loan documents, lease, sublease,
offer to lease or other agreement (collectively, an "Agreement") which binds the

Applicants, and notwithstanding any provision to the contrary in any Agreement:

a. neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of the DIP Lender Documents shall create or be
deemed to constitute a breach by the Applicants of any Agreement to which it is

a party;

b.  none of the Chargees shall have any liability to any Person whatsoever as a
result of any breach of any Agreement caused by or resulting from the creation
of the Charges or the entering into, execution, delivery or performance of the

DIP Lender Documents; and
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¢.  the payments made by the Applicants pursuant to this Order, the DIP Lender
Documents and the granting of the Charges, do not and will not constitute
preferences, fraudulent conveyances, transfers at undervalue, oppressive
conduct, or other challengeable or voidable transactions under any applicable

law.

SERVICE AND NOTICE

41, The Monitor shall:

a. without delay, publish in the Saskatoon Star Phoenix and the Regina Leader Post,

a notice containing the information prescribed under the CCAA;
b. within five (5) days after the date of this Order,

i. make this Order publically available in the manner prescribed under the

CCAA;

ii. send, in the prescribed manner, a notice in the form attached as Schedule
“A” to this Order (the “Notice™) to every known creditor who has a claim

against the Applicants of more than $1,000.00; and

iii. prepare a list (the “Creditor’s List”) showing the name, address,
telephone, fax and email contact information, if available, of those
creditors and the estimated amounts of those claims and make it publically

available in the prescribed manner;

all in accordance with section 23(1)(a) of the CCAA and the regulations made

thereunder.

42. Every creditor on the Creditor’s List and any other interested Person who requires
notice in respect of any or all further proceedings in this matter shall provide to counsel
for each of the Monitor and the Applicants, by electronic mail or facsimile, a demand for
notice of such proceedings, which demand for notice shall be in the form provided in the

attached Schedule “B” to this Order (the “Demand for Notice”) and shall contain an
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44.

45.

46.

47.
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clectronic mail address or a facsimile number to which such Person has elected that
further notice of these proceedings may be served on such Person. The failure of any
Person to forward a Demand for Notice by electronic mail or facsimile to counsel for
each of the Monitor and the Applicants hereby releases the Monitor and the Applicants or
any other interested Person serving court materials in this matter from any requirement to
provide further notice in respect of these proceedings to any such Person until such time
as a properly completed Demand for Notice is received by each of the counsel for the

Monitor and the Applicants from such Person.

The Applicants and the Monitor shall be at liberty to serve the Notice on any other
interested Person by prepaid ordinary mail, courier, personal delivery, facsimile or other
electronic transmission to such Persons at their respective addresses as last shown on the

records of the Applicants.

The Notice shall be deemed to have been received by a creditor on the Creditor’s List or
served on an interested Person (as the case may be) if sent by personal delivery, on the
date of delivery; if sent by courier, facsimile or other electronic transmission, on the next
business day following the date of forwarding thereof, or if sent by prepaid ordinary mail,

on the third business day after mailing.

From the Demands For Notice received pursuant to paragraph 42 of this Order, the
Monitor shall prepare and keep current a Service List (the “Service List”) containing the
name, address, telephone and fax or email contact information of the Applicants, the
Monitor and each creditor or interested Person filing a Demand for Notice. The Service

List shall indicate the manner that those on the Service List have elected to be served.

The Service List shall be posted by the Monitor on the following website:

www.insolvencies.deloitte.ca/en-ca/101133330and101149825Skltd. The Creditor List

and the Service List shall be updated by the Monitor from time to time, and each list shall

contain a statement as to when it was last updated.

Other than the sending or service of the Notice as contemplated by paragraphs 41, 43

and 44 of this Order, the Applicants, the Monitor or any interested Person may serve any
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notice of motion, affidavit, order, report, other court material, or correspondence in these
proceedings in the manner indicated on the Service List, in which case the document

shall be deemed to be received the next business day following the date of forwarding.

Where by the nature of the matter before the Court it is appropriate to serve Persons that
are not on the Service List, the Applicants, the Monitor or any interested Person may
serve any notice of motion, affidavit, order, report, other court material, or

correspondence as follows:

a. if the Person is listed on the Creditor List, by prepaid ordinary mail, courier,
personal delivery, facsimile or other electronic transmission to such Person at
their respective addresses as last shown on the records of the Applicants, in which
case service shall be deemed to have been effected if sent by personal delivery, on
the date of delivery; if sent by courier, facsimile or other electronic transmission,
on the next business day following the date of forwarding thereof; or if sent by

prepaid ordinary mail, on the third business day after mailing;

b. if the Person is not listed on the Creditor List, by service effected in accordance

with the Rules of the Court of Queen’s Bench for Saskatchewan.

Other than the Notice and notices of motion, and notwithstanding paragraphs 47 and 48
of this Order, service of any affidavit, order, report, other court material or
correspondence shall be deemed to have been effected if such affidavit, order, report,
other court material or correspondence are posted on the following website:

www.insolvencies.deloitte.ca/en-ca/101133330and101149825SkLtd and written notice

(the “Posting Notice”) is given to those being served that the affidavit, order, report,
other court material or correspondence may be obtained from that website. Service of the
documents described in the Posting Notice shall be effective on the day that service of the
Posting Notice is effected. Service of the Posting Notice may be made and shall be

effected as provided in paragraphs 47 and 48 of this Order.

Any party filing material with the Court in these proceedings may request of the

Monitor and the Monitor shall (so long as it is received in an unalterable electronic
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postable format) post such material to the website listed in paragraph 49 of this Order

within 2 business days of receipt.

GENERAL

51.

52.

53.

54.

The Applicants or the Monitor may from time to time apply to this Court for advice and

directions in the discharge of its powers and duties hercunder.

Nothing in this Order shall prevent the Monitor from acting as an interim receiver, a
receiver, a receiver and manager, or a trustee in bankrupicy of the Applicants, the

Business or the Property.

This Court hereby requests the aid and recognition of any court, tribunal, regulatory or
administrative body having jurisdiction in Canada or in the United States, to give effect
to this Order and to assist the Applicants, the Monitor and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative

bodies are hereby respectfully requested:

a. to make such orders and to provide such assistance to the Applicant and to the
Monitor, as an officer of this Court, as may be necessary or desirable to give

effect to this Order;
b. to grant representative status to the Monitor in any foreign proceeding; and

c. to assist the Applicants and the Monitor and their respective agents in carrying out

the terms of this Order.

Each of the Applicants and the Monitor shall be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever
located, for the recognition of this Order and for assistance in carrying out the terms of
this Order, and the Monitor is authorized and empowered to act as a representative in
respect of the within proceedings for the purpose of having these proceedings recognized

in a jurisdiction outside Canada.
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5. Any interested Person (including the Applicants and the Monitor) may apply to this
Court to vary or amend this Order on not less than seven (7) days notice to any other
party or parties likely to be affected by the order sought or upon such other notice, if any,

as this Court may order.

56. Nothing in this Order shall derogate from the rights conferred and obligations imposed

by the CCAA.

57. This Order and all of its provisions are effective as of 12:01 a.m. Central Standard Time

on the date of the issuance of this Order.

ISSUED at the City of Saskatoon, in the Province of Saskatchewan, this 20" day of

May, 2016.
L /(/(

Y LOCAL REGISTRAR

This Order was delivered by:

Name of firm: McDougall Gauley LLP

Name of lawyer in charge of file: [an A. Sutherland/ Craig Frith

Address of legal firm: 500-616 Main Street, Saskatoon, SK S7H 0J6
Telephone / Facsimile: (306) 653-1212 / (306) 652-5432

Email address: isutherland@mcdougallgauley.com

cfrith@mecdougallgauley.com

TO:;
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SCHEDULE “A”

NOTICE

[Date]

RE: IN THE MATTER OF AN ORDER UNDER THE COMPANIES’ CREDITORS
ARRANGEMENT ACT OBTAINED BY 101133330 SASKATCHEWAN LTD. and
101149825 SASKATCHEWAN LTD.

101133330 SASKATCHEWAN LTD. and 101149825 SASKATCHEWAN LTD have
obtained an Order of the Court of Queen’s Bench for Saskatchewan under the Companies’
Creditors Arrangement Act (the “Order”). A photocopy of the Order is posted on the

217

following website: www.insolvencies.deloitte.ca/en-ca/101133330and 1011498255k td.

You are being given notice of the Order as you are a creditor of 101133330
SASKATCHEWAN LTD. or 101149825 SASKATCHEWAN LTD or the Order may affect

your rights.

If you would like to receive notice of all further proceedings in relation to this matter, please
complete the Demand for Notice attached to this Notice and send the Demand for Notice by
electronic mail (email) or facsimile to each of the following persons:

1. 101133330 Saskatchewan Ltd. and 101149825 Saskatchewan Ltd.
c/o McDougall Gauley LLP
Attention: Jan Sutherland / Craig Frith
Email: isutherland@medougallgauley.com / cfrith@mecdougallgauley.com
Fax: (306) 652-1323

2. Deloitte Restructuring Inc.
c/o MacPherson Leslie & Tyerman LLP
Attention: Paul Olfert
Email: polfert@mlt.com
Fax: (306) 975-7145

If vou fail to properly complete the Demand for Notice and forward the Demand for
Notice by email or facsimile to each of the above-referenced persons indicating that you
request further notice of the proceedings, then you will not receive, nor will you be
entitled to receive, any further notice of the proceedings.

Yours truly,
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SCHEDULE “B”»

Q.B. No. 643 0of 2016

CANADA
PROVINCE OF SASKATCHEWAN

IN THE COURT OF QUEEN’S BENCH
JUDICIAL CENTRE OF SASKATOON

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENTS ACT, R.S.C.
1985, c. C-36, AS AMENDED (the “CCAA™)

AND IN THE MATTER OF A PROPOSED PLAN OF ARRANGEMENT FOR THE
CREDITORS OF 101133330 SASKATCHEWAN LTD. and 101149825

SASKATCHEWAN LTD
(the “Applicant”)

DEMAND FOR NOTICE
TO:

1. 101133330 Saskatchewan Ltd. and 101149825 2. Deloitte Restructuring Inc.
Saskatchewan Ltd. c/o MacPherson Leslie & Tyerman LLP

¢/o McDougall Gauley LLP Attention: Paul Olfert

Attention: lan Sutherland Email: polfert@mlt.com

Email: isutherland@mcdougallgauley.com Fax: (306) 975-7145
cfrith@medougaligauley.com

Fax: (306) 652-1323

I hereby request that notice of all further proceedings on this matter be served on me and
hereby elect that service may be effected on me in the following manner: [Please select

either (a) or (b), but not both.]

(a) by email, at the following email address:
, Or

(b) by facsimile, at the following facsimile number:

Signature:
Name of Creditor:
Address of Creditor:

Phone Number:
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Court File No. 643 of 2016

IN THE COURT OF QUEEN’S BENCH FOR SASKATCHEWAN
JUDICIAL CENTRE OF SASKATOON

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF
101133330 SASKATCHEWN LTD. AND 101149825 SASKATCHEWAN LTD.,

APPLICANTS

PRE-FILING REPORT OF THE PROPOSED MONITOR
DELOITTE RESTRUCTURING INC.

May 12, 2016




INTRODUCTION

1.

Deloitte Restructuring Inc. (“Deloitte”) has been advised that 101133330 Saskatchewan
Ltd. (“33330”) and 101149825 Saskatchewan Ltd. (“825”) (collectively the
“Companies” or the “Applicants”) intend to file an application to the Court of Queen’s
Bench For Saskatchewan (the “Court”) seeking certain relief under the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”). Deloitte
has been requested to act as the Monitor for the purposes of the CCAA proceedings by

the Companies and has consented to being appointed as such (the “Proposed Monitor™).

This report (“Report”) has been prepared by the Proposed Monitor to assist the Court in
considering the requests for relief that are to be made by the Applicants and to provide
the Court with information concerning the following:

a.  The Proposed Monitor’s prior relationship with the Applicants;

b.  Deloitte’s qualifications to act as Monitor;

c.  Business, financial affairs, and financial results of the Applicants;

d.  History of actions taken and alternatives considered by the Applicants to resolve

their financial challenges;
e.  Cash management system;
f.  Applicants’ 13-week cash flow forecast;
g.  Debtor in possession financing;
h.  Authorizations and charges in the draft Initial Order; and
I.  The Proposed Monitor’s conclusions.

In this Report, reference is made to the Affidavit of John Orr sworn May 12, 2016, in
support of the application filed by the Applicants in these proceedings (the “Orr
Affidavit”). Capitalized terms not otherwise defined in this Report are as defined in the

Orr Affidavit or in the application filed by the Applicants.




In preparing this Report, the Proposed Monitor has relied upon unaudited interim and
annual financial information, the Applicants’ books and records, the Orr Affidavit, and
discussions with management (“Management”) and their financial and legal advisors.
The Proposed Monitor has not audited, reviewed or otherwise attempted to verify the
accuracy or completeness of the information and, accordingly, the Proposed Monitor
expresses no opinion or other form of assurance on the information contained in this
Report. The Proposed Monitor may refine or alter its observations as further information
is obtained or is brought to its attention after the date of this Report.

An examination of the financial forecast as outlined in the Chartered Professional
Accountants of Canada Handbook has not been performed. Future oriented financial
information referred to or relied upon in this Report is based on Management’s
assumptions regarding future events and conditions that are not ascertainable.
Accordingly, actual results achieved will vary from this information, and the variations
may be material. The future orientated financial information has been prepared solely for
the purpose of reflecting Management’s best estimate of the cash flow of the Applicants
in their CCAA proceedings, and readers are cautioned that such information may not be

appropriate for other purposes.

The Proposed Monitor assumes no responsibility or liability for any loss or damage
occasioned by any party as a result of the circulation, publication, reproduction, or use of
this Report. Any use that any party makes of this Report, or any reliance on or decisions

to be made based on it is the responsibility of such party.

Unless otherwise stated, all monetary amounts contained in this Report are expressed in

Canadian dollars.

A. PROPOSED MONITOR’S PRIOR RELATIONSHIP WITH THE APPLICANTS

8.

The Proposed Monitor’s affiliated accounting firm, Deloitte LLP, is not the auditor of the

Applicants.

On April 20, 2016, 33330 and 825 each filed a Notice of Intention to Make a Proposal
(“NOI”) in accordance with section 50.4(1) of the Bankruptcy and Insolvency Act




10.

11.

12.

13.

(Canada) (“BIA”). Deloitte consented to act as proposal trustee (the “Trustee”) for each
of the NOI filings by the Applicants.

On April 26, 2016 the Trustee sent a copy of the NOI to all of the respective creditors of
33330 and 825 by regular mail.

On April 26, 2016 the forecast cash flow statements for the period April 21, 2016 to May
24, 2016 were finalized by 33330 and 825 (the “NOI Cash Flows”). The NOI Cash
Flows were submitted to the Official Receiver on April 27, 2016 together with the
statutory reports prepared by 33330 and 825, and the Trustee’s report, pursuant to
subsection 50.4(2) of the BIA (the “NOI Reports”). Attached hereto as Exhibit “A” are
the NOI Reports.

Attached hereto as Exhibit “B” are the NOI Cash Flows for both 33330 and 825. In
accordance with section 50.4(7) of the BIA, the Trustee has continued to monitor the
Applicants’ business and financial affairs since the NOI filing and has not identified any
material adverse change as at the date of this Report, other than the timing of certain
receipts and disbursements. Since the filing of the NOIs, the Applicants have acted, and
are continuing to act, in good faith and with due diligence.

During the initial 30-day stay period under the NOI process, Management of the
Companies determined that the ability of the Companies to successfully restructure their
operations would require the flexibility afforded by a CCAA proceeding. Deloitte has
been monitoring the business and financial affairs of the Applicants during the NOI
process and has been reviewing the available financial information to gain further
knowledge of the business and financial affairs of the Applicants. In addition to our
monitoring responsibilities as Trustee, in our capacity as the Proposed Monitor, we have
also been preparing for the anticipated CCAA application by the Applicants.

B. DELOITTE’S QUALIFICATIONS TO ACT AS MONITOR

14.

Deloitte is a Licensed Insolvency Trustee within the meaning of subsection 2(1) of the
BIA. Neither Deloitte nor any of its representatives or affiliates have been at any time in
the two preceding years the auditor, a director, officer or employee of the Applicants or




otherwise related to the Applicants or to any director or officer of the Applicants or a
trustee (or related to any such trustee) under a trust indenture issued by the Applicants or

any person related to the Applicants.

15. Deloitte is related to Deloitte LLP. Deloitte LLP is an independent international
professional services firm providing among other things, bankruptcy, insolvency, and
restructuring services. The senior Deloitte professional personnel with carriage of this
matter include experienced insolvency and restructuring practitioners who are Chartered
Professional Accountants, Chartered Insolvency and Restructuring Professionals and
Licensed Insolvency Trustees (Canada), each of whom have acted in matters of a similar

nature and scale in Canada.

16. Deloitte has consented to act as Monitor should this Court grant the Applicants’ request
for an Initial Order in the CCAA proceedings.

C. BUSINESS, FINANCIAL AFFAIRS, AND FINANCIAL RESULTS OF THE
APPLICANTS

17. The Proposed Monitor has been advised by the Applicants that each of 33330 and 825 is
a private corporation with operations located exclusively in the Province of

Saskatchewan.

Background to 825

18. 825 was incorporated in 2009 as a holding company pursuant to the laws of
Saskatchewan, with its registered office located in Regina, Saskatchewan. 825 was
acquired by principals of the Applicants in October 2015 as part of a share purchase
transaction totaling approximately $7.5 million. At the time of purchase, the only asset
held by 825 was approximately 15.84 acres of land, legally described as Surface Parcel
#136165091, Block A, Plan 101456197, Extension 76 (the “825 Land”). The 825 Land
is located on the south side of the City of Saskatoon, immediately north of The Willows

Golf and Country Club and immediately south of Cartwright Street.

19. The Applicants acquired the shares of 825 with the intention of rezoning and subdividing

the 825 Land and then constructing a series of seniors’ residences and other medium




20.

21.

22.

23.

density multi-family residential and urban institutional developments (the *“825
Development Plan”). The 825 Land was annexed into the City of Saskatoon on
September 1, 2015.

The 825 Land is encumbered by two mortgages. The first mortgage position is held by
Firm Capital Corporation (“Firm Capital”) in the amount of approximately $3.5 million
(the “Firm Capital Loan”), and the second mortgage position is held by Frank Pa (“Pa”)
in the amount of approximately $2.1 million (the “Pa Loan”) (excluding accrued fees
and interest). 825 has additional obligations to certain unsecured creditors (the
“Lenders”) in the approximate amount of $2.0 million. This unsecured debt arose from
the issuance of convertible debentures which were necessary to complete the financing of

the 825 share acquisition (the “Loan Agreement”).

825 does not carry on any business activities to generate revenue, and has no active
employees. Management of 825 advised that the current assessed value of the 825 Land
for tax purposes is approximately $535,700, and believes that a forced sale, prior to
further rezoning and subdivision, would result in insufficient proceeds to satisfy all of
825’s obligations in full. However, based on a 2015 land appraisal obtained by the
Applicants and attached to the Orr Affidavit, once the 825 Land is rezoned and further
subdivided, the 825 Land is expected to appreciate in value, thereby enabling 825 to
satisfy its obligations in full and to generate significant value for the Applicants’ other
interested stakeholders. Once the 825 Land is rezoned and subdivided the Applicants are

prepared to liquidate the 825 Land under the Court’s supervision (the “825 Land Plan”).

Attached hereto as Exhibit “C” is a schedule summarizing the financial statements of 825
for the year ended December 31, 2015 and for the four months ended April 30, 2016
(unaudited).

The table below sets out selected consolidated financial information for 825 for the

periods indicated:




101149825 SASKATCHEWAN LTD.

FINANCIAL STATEMENTS
4 Months Ended

April 30, 2016
2015 2016
BALANCE SHEET (unaudited) (unaudited)
Land (book value) S 5,000,000 S 5,000,000
Firm Capital Corporation 3,500,000 3,500,000
Frank Pa 2,100,000 2,100,000
Myron Derow and Dale Anderson (Lenders) 1,926,940 1,926,940
Total Debt S 7,526,940 $ 7,526,940

Source: Internally prepared financial statements.

Additionally, Management has advised that the Firm Capital Loan matures on June 23,
2016, and that the Pa Loan matures on September 15, 2016. 825 will be unable to pay
these obligations upon maturity, and Firm Capital has indicated that it will not renew its
mortgage facility. Furthermore, pursuant to the terms of the Loan Agreement with the
Lenders, the approximate $2.0 million owing to the Lenders is due on June 8, 2016 and
can be demanded thereafter. 825 will be unable to satisfy this obligation within the 15-

day period that follows any such demand.

Background to 33330

33330 was incorporated in November 2008 as a holding company pursuant to the laws of
Saskatchewan, with its head office located in Regina, Saskatchewan. The purpose of
33330’s incorporation was to carry on business as an engineering and consulting firm

specializing in land development.

The primary asset held by 33330 is real property located at 4400 4" Avenue in Regina,
operating as the Orr Centre (the “Orr Centre”). The Orr Centre is comprised of an
approximate 165,600 square foot facility on 10.39 acres of land zoned for institutional

use. The legal description of the land is described as follows:

a.  Surface Parcel #164659517 Block A, Plan 75R32425 Extension 3;
b.  Surface Parcel #153232691 Block E, Plan 75R32425 Extension 1;
c.  Surface Parcel #109733946 Lot 7 Block 28, Plan 59R20949 Extension 0; and

d.  Surface Parcel #161594129 Lot 9 Block 28, Pan No 101889344 Extension 0.




217.

28.

29.

30.

31.

32.

33.

33330 also owns two rental condominiums located in Prince Albert, Saskatchewan (the

“Condo Properties”). The legal description of the Condo Properties is as follows:

a. Unit 2 Condo Plan #102042212 Extension 0 Parcel #165090281; and
b. Unit 4 Condo Plan #102042212 Extension 0 Parcel #165090281.

The Applicants acquired the Orr Centre in 2012 from Western Christian College (the
“College”) with the intention of attracting a diverse group of long-term tenants to operate
the facility as revenue generating business enterprise, as opposed to simply a bible
college. The Applicants’ long-term plan for the Orr Centre was to repair and upgrade the

dormitory buildings, and ultimately construct a senior’s home on a portion of the

property.

Upon purchasing the Orr Centre for approximately $4.0 million in 2012, 33330 continued
to lease space to the College for a nominal fee, but in late 2013, the College ceased

operations due to its distressed financial situation.

After acquiring the Orr Centre in 2012, 33330 spent a significant amount of capital on
facility improvements, upgrades, and other maintenance activities as the College had
previously done little to maintain the facility given its distressed financial situation.

Since acquiring the Orr Centre, 33330 was able to generate annual revenues of

approximately $1.7 million in 2013 and 2014.

In late 2014, the Government of Saskatchewan reduced grants available to non-
governmental organizations. These funding cuts impacted a number of the Orr Centre’s
tenants, and several tenants had to exit their leases as a result. The Applicants estimate
that the net impact of these lost tenancies approximates $0.2 million in rental revenues in
2014 (the “Revenue L0ss”).

After the Revenue Loss, 33330 attempted to attract new tenants to the Orr Centre, but had
limited success. The Applicants were optimistic that with the development of the 825
Land, new capital would become available to the Orr Centre via an intercompany loan

facility. However, the rezoning and subdivision of the 825 Land was delayed with the




34.

35.

36.

City of Saskatoon and all planned development has since stalled due to a lack of available

capital.

The Orr Centre currently operates as a multi-use facility with various non-profit,
commercial, and institutional tenants. The Orr Centre contains office and retail space, a
library, a light industrial shop, classrooms, a gymnasium, a restaurant, a 1,000 seat
theatre, and a 200-room dormitory. The leasable area in the facility (expressed in square

feet) is as follows:

a.  Office and retail space 57,600
b.  Restaurant 13,200
c.  Gymnasium and fitness centre 21,400
d. Dormitories 38,400
e. Theatre 23,000

Total 153,600

The Orr Centre currently has 16 tenants occupying approximately 18,000 square feet of
the office and retail space, and approximately 9,000 square feet of the gymnasium and
fitness centre. Vacancies currently exist in the restaurant, gymnasium, dormitories and
the theatre which are used on an ad hoc rental basis. Some of the more significant
tenants, from both a revenue perspective and stakeholder perspective, include the
University of Saskatchewan (which uses the Orr Centre for its nursing program), Queen
City College (which occupies space for certain of its programs and student housing), and

a 60-place daycare operation.

In May 2015, the Orr Centre employed approximately 13 full-time employees and eight
part-time employees. Staffing levels have since been reduced to six full-time and two
part-time employees in an effort to reduce costs. Management has advised the Proposed
Monitor that all employee-related obligations are current, but that their statutory
remittances to Canada Revenue Agency (“CRA”) are approximately $70,000 in arrears.
The quantum of the arrears to CRA is still being investigated by Management.
Management has advised that certain actions of the former operations manager of the Orr

Centre, who was terminated on May 6, 2016 as his services were deemed not to be in the




37.

38.

best interest of 33330 or its stakeholders, still need to be reviewed. Management has also

advised the Proposed Monitor that all of the employees are non-unionized and that there

are no registered or unregistered pension plans.

Attached hereto as Exhibit “D” is a schedule summarizing the financial statements of
33330 for the years ended December 31, 2013, December 31, 2014, and December 31,

2015 and for the four months ended April 30, 2016 (unaudited).

The table below sets out selected consolidated financial information for 33330 for the

periods indicated:

INCOME STATEMENT

Revenue
Rental Income
Meals and Catering
Janitorial Income
Other

Total Revenue

Operating Expenses
EBITDA

Net Income

BALANCE SHEET

Canadian Western Trust - Loan 1
Canadian Western Trust - Loan 2
Canadian Western Bank Loan
Cobra Mortgage Services Ltd.
Firm Capital Corporation

Frank Pa

Affinity Credit Union

Total Secured Debt

LIQUIDITY POSITION

Cash and Cash Equivalents
Credit Availability
Total

101133330 SASKATCHEWAN LTD.
FINANCIAL STATEMENTS

Financial Year Ended December 31

4 Months Ended

April 30, 2016

2013 2014 2015 2016
(unaudited) (unaudited) (unaudited) (unaudited)
S 1,449,818 S 1,270,619 S 1,119,918 S 325,652
126,005 190,092 129,714 40,691
41,729 83,855 93,127 34,508
39,884 196,815 59,694 3,430
1,657,436 1,741,381 1,402,453 404,281
1,700,258 2,166,440 2,356,257 333,965
372,315 185,866 (129,839) 141,794
(42,822) (425,059) (953,804) 70,316
148,487 145,373 143,900 139,286
154,943 151,892 - -
5,749,602 5,599,799 - -
3,644,374 4,684,374 325,442 325,443
- - 3,500,000 3,500,000
- - 2,100,000 2,100,000
- - 11,358,325 11,227,142
9,697,406 10,581,438 17,427,667 17,291,871
88,850 (10,968) 62,324 36,521
S 88,850 $ (10,968) $ 62,324 $ 36,521

10

Source: Notice to Reader financial statements and 4-month internally prepared financial statements.




39.

40.

41.

42.

43.

As indicated in the table above, 33330’s financial results have been volatile over the past
three years. Revenues have been declining as vacancies have increased, and costs have
been escalating as 33330°s interest, borrowing costs, and payroll expenses have

increased.

In 2013, 101238105 Saskatchewan Ltd., a related company to the Applicants (also
controlled by John Orr), entered into a mortgage agreement with Cobra Mortgage
Services Ltd. (“Cobra”) for approximately $5.2 million (the “Cobra Mortgage”). The
Cobra Mortgage was used to facilitate the purchase of the Third Avenue Christian Centre
located at 304 3@ Avenue in the City of Saskatoon. At the same time, 33330 provided a
guarantee, a collateral mortgage, and a general security interest to Cobra as additional

security for the Cobra Mortgage.

In 2015, 33330 refinanced and consolidated its debt facilities with Affinity Credit Union
and obtained an $11.5 million mortgage secured by the Orr Centre (the “Affinity
Mortgage”). The Affinity Mortgage replaced a Canadian Western Bank Loan of $4.7
million and approximately $4.3 million of the Cobra Mortgage. With revenues declining
in 2015, 33330 was not able to continue to satisfy the borrowing costs associated with the
Affinity Mortgage. The Affinity Mortgage matured on February 5, 2016, and Affinity
Credit Union demanded payment of its debt and served notice under section 244 of the
BIA on April 15, 2016.

As at April 20, 2016, 33330 owed an aggregate amount of approximately $11.5 million,
not including accrued fees and interest, to its first and second secured lenders holding

registered mortgages over the Orr Centre as follows:

a.  Affinity Credit Union $11.2 million
b. Cobra $0.3 million
Total $11.5 million

In addition to the Affinity Credit Union and Cobra Mortgage indebtedness, the Firm
Capital Loan previously discussed, for which 825 provided a mortgage interest in the 825
Land, is also a joint obligation of John Orr and 33330. As further security for the Firm

Capital Loan, 33330 provided Firm Capital with a third mortgage position on the Orr

11




44,

45.

46.

47.

48.

49.

50.

Centre (the “33330 Firm Capital Mortgage”). The 33330 Firm Capital Mortgage
matures on June 23, 2016 and Firm Capital has indicated that it will not renew the

mortgage.

As previously discussed, the Pa Loan, for which 825 provided a mortgage interest in the
825 Land, is a joint obligation of 825 and 33330. As further security for the Pa Loan,
33330 provided Pa with a fourth mortgage on the Orr Centre (the *“33330 Pa
Mortgage”). The 33330 Pa Mortgage matures on September 15, 2016.

33330 is also in arrears to the City of Regina for municipal taxes of approximately
$95,500, and may also be in arrears with CRA for approximately $130,000 related to
unremitted payroll source deductions and goods and services tax (“GST?”), although this

CRA debt is still being investigated by Management.
33330 does not currently have any operating credit facility with any financial institution.

As at April 20, 2016, 33330 owed an aggregate amount of approximately $0.2 million,
not including accrued fees and interest, to its secured lenders holding registered

mortgages and builders’ liens over the Condo Properties as follows:

a.  Able Contracting Ltd. and Sweeny Electric ~ $0.1 million
b.  Canadian Western Trust Company $0.1 million
Total $0.2 million

In addition to the above, 33330 is in arrears to the City of Prince Albert for municipal
taxes of approximately $5,600 for the Condo Properties.

The unsecured liabilities of 33330 total approximately $2.2 million, excluding

shareholder loans of approximately $0.4 million.

As a result of 33330’s inability to attract new tenants and new capital, the Orr Centre has
become unable to satisfy its current obligations in the ordinary course of business.
33330’s liquidity position has deteriorated to the point where the Applicants can no

longer generate enough cash flow to service the debt obligations. With the threat of

12




having the Orr Centre’s power disconnected on April 21, 2016 by certain utility
providers, 33330 filled an NOI on April 20, 2016.

D. HISTORY OF ACTIONS TAKEN AND ALTERNATIVES CONSIDERED BY THE

51.

52.

53.

54,

55.

APPLICANTS TO RESOLVE THEIR FINANCIAL CHALLENGES

Since the vacancy rate at the Orr Centre began to increase in late 2014, Management has
been attempting to attract new tenants, but with limited success. 33330 has been able to
attract a daycare operation, procure four racquetball courts from the Pan Am Games, and
attract a racquetball court club, but additional tenancies have not materialized as initially
hoped. Additionally, 33330 converted its parking lot into a paid parking facility which is

generating some additional revenue.

Management has also consulted local realtors on an informal basis in order to get a sense
of the marketability of the Orr Centre at present. The feedback received indicated that
the estimated sales value of the Orr Centre in its present state would be insufficient to
satisfy the approximate $17.1 million in outstanding secured debt. According to the City
of Regina, the 2016 assessed value of 33330’s land and buildings for municipal tax
purposes is approximately $8.1 million ($3.6 million for its multi-residential portion; $4.5

million for its commercial portion).

The Applicants have identified certain conceptual ideas that they hope will be successful
in generating increased activity and tenancy at the Orr Centre. By securing additional
revenue sources, Management is hopeful that the Orr Centre will become more attractive

to any prospective purchaser.

Since acquiring the shares of 825 in October 2015, 825 has encountered delays with the
City of Saskatoon in moving forward with its rezoning and subdivision efforts. At
present, 825 does not have the capital available to continue with the rezoning process.

33330 has advised that during the period May 2015 to present, and in particular since the
filing of the NOIs on April 20, 2016, Management has attempted to control the operating
costs associated with the Orr Centre and has undertaken the following operational

measures:

13




56.

o @
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Full-time and part-time staffing levels have been reduced by approximately 60%;
General and administrative costs have been reduced by approximately 30%;
Part-time employee hours have been reduced on an as needed basis;

The operations manager of the Orr Centre was terminated,;

Stringent cash and spending controls have been implemented; and

Improved cash and liquor controls for events have been developed.

The Applicants have not engaged in any formal sales process leading up to these
proceedings with respect to the assets of 33330 or 825.

E. CASH MANAGEMENT SYSTEM

57,

58.

59.

33330 maintains a centralized cash management system (the “Cash Management
System”), which is used to manage cash for the Applicants. The Cash Management
System is managed centrally from a regional office located in Saskatoon, Saskatchewan.

The Proposed Monitor has been advised by the Applicants that three bank accounts are

presently used by 33330:

Canadian Imperial Bank of Commerce (“CIBC”) operating account used for all
cash receipts and disbursements for 33330 (the “CIBC 33330 Account”), with

the exception of rental payments received from the University of Saskatchewan;

Affinity Credit Union (“Affinity”) deposit account used for all cash receipts

collected under the rental agreements with the University of Saskatchewan; and

CIBC operating account used for all cash receipts and disbursements for the non-
profit organization operating the daycare facility at the Orr Centre (the “CIBC
Daycare Account”). 33330 has a fifty percent membership interest in the non-
profit organization, and John Orr is the holder of the residual fifty percent
membership interest. 33330 acts in the capacity as a third party manager for the

non-profit organization.

The Applicants have advised that they have closed the CIBC 33330 Account and set up a

new operating account at CIBC to ensure that no further pre-authorized automatic

14




60.

61.

62.

63.

64.

65.

66.

disbursements are processed. The Applicants further advised that they intend to close the
Affinity account so that all deposits will be received into the new CIBC account. The
Applicants plan to continue to operate as third party manager for the daycare and
continue to use the CIBC Daycare Account during these proceedings.

As 825 does not generate any cash from operations, 825 does not currently have a bank

account.

The Applicants intend to continue using the existing Cash Management System, and are
seeking the approval of the Court to do so. The Proposed Monitor has no objection to

continued use of the Cash Management System.

APPLICANTS’ 13-WEEK CASH FLOW FORECAST

The Applicants’ management has prepared a 13-week cash flow forecast (the “Cash
Flow Statement”) that estimates the financing requirements of the Applicants during the
13-week period, using assumptions as detailed in the notes and summary of assumptions
(the “Notes and Assumptions”) appended to the Cash Flow Statement. A copy of the

Cash Flow Statement is attached hereto as Exhibit “E”.
The Cash Flow Statement is for the 13-week period from May 9, 2016 to August 7, 2016.

The Cash Flow Statement shows the receipt of funds from ongoing monthly lease
payments expected to be received from both existing and forecast tenants at the Orr
Centre. These receipts will be used to fund the Applicants” working capital requirements
during the CCAA proceedings.

The Cash Flow Statement estimates that for the period of May 9, 2016 to August 7, 2016,
the Applicants will have total receipts of approximately $282,000 from lease payments
and other collections, and total disbursements of approximately $728,000 for a net cash
outflow of $446,000. Management indicates that this shortfall will be covered by a
proposed DIP Facility discussed later in this Report.

As at May 9, 2016, the Applicants were forecasting available liquidity of approximately
$155,000 based on cash held on deposit.
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67.

68.

69.

Management’s Representation Letter on the Cash Flow Statement is attached hereto as
Exhibit “F”.

The Proposed Monitor’s review of the Cash Flow Statement consisted of inquiries,
analytical procedures and discussions related to information supplied to us by certain of
the Management of the Applicants. Since the Notes and Assumptions need not be
supported, our procedures with respect to them were limited to evaluating whether they
were consistent with the purpose of the Cash Flow Statement. We have also reviewed the
support provided by Management for the Applicants for the Notes and Assumptions, and

the preparation and presentation of the Cash Flow Statement.

Based on our review, nothing has come to our attention that causes us to believe that, in

all material respects:

I. The Notes and Assumptions are not consistent with the purposes of the

Cash Flow Statement;

ii. As at the date of this report, the Notes and Assumptions developed by
Management are not suitably supported and consistent with the plans of
the Applicants or do not provide a reasonable basis for the Cash Flow

Statement, given the Notes and Assumptions; or

iii. The Cash Flow Statement does not reflect the Notes and Assumptions.

G. DEBTOR IN POSSESSION FINANCING

70.

71.

Based on the Cash Flow Statement, in order for the Applicants to continue to pursue a
plan of arrangement, it will be necessary for the Applicants to obtain an interim financing
facility within the CCAA proceeding (the “DIP Facility”).

As at the date of this Report, the Applicants have not yet secured a commitment from a
lender (the “DIP Lender”) to advance the DIP Facility on terms which the Applicants are
able to accept. Management has advised that several parties have expressed an interest in
being the DIP Lender, and that they intend to be in a position to present a commitment
from a DIP Lender at the May 20, 2016 hearing.
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72,

73.

Any DIP Facility is expected to provide sufficient funding to allow the Applicants to
begin to reorganize their affairs in these proceedings, including the commencement of
certain rezoning and subdivision activities for the 825 Land Plan. The Applicants and
their advisors believe that a DIP Facility is the only realistic source of funding available,
given the urgency of the proposed filing, and the minimal level of existing cash on hand.
In the event that the Court approves a DIP Facility at the hearing scheduled for May 20,
2016, the first DIP Facility drawdown of $81,000 is forecast to occur during the week of
May 23, 2016.

The Proposed Monitor notes that funding under any DIP Facility is required by the
Applicants on an urgent basis. The quantum of any DIP Facility will need to reflect the
cash needs of the Applicants, taking into consideration the Applicants’ immediate
planned course of action. It is expected that any DIP Facility will be administered in a

manner that furthers the goals of these CCAA proceedings.

H. AUTHORIZATIONS AND CHARGES IN THE DRAFT INITIAL ORDER

74.

The Proposed Monitor has reviewed the proposed initial CCAA order in these
proceedings (the “Initial Order”) and provides comments on certain provisions below.

Cash Management System

75.

76.

As previously indicated, it is proposed that the Applicants shall be entitled to continue to
utilize the existing Cash Management System, or replace it with another substantially

similar central cash management system.

In the Proposed Monitor’s view, the maintenance of the existing Cash Management
System is important to ensure cash receipts continue to be received and that payments are
made in accordance with the established terms to all stakeholder groups who are entitled
to receive payments in the CCAA proceedings.

Directors’ and Officers’ Indemnification

77,

It is proposed that the Applicants indemnify their directors and officers against

obligations and liabilities that they may incur after the commencement of these
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78.

proceedings, except to the extent that the obligation or liability was incurred as a result of

the directors’ or officers’ gross negligence or willful misconduct.

The Proposed Monitor has been advised that the directors’ and officers’ indemnification
(the “Indemnification”) is necessary for the continued service of the directors and
officers of the Applicants during the restructuring. Given that the Applicants will require
the committed involvement of the directors and officers to successfully restructure, the
Proposed Monitor believes the Indemnification is required and reasonable in these

circumstances.

Proposed Court Ordered Charges over the Assets of the Applicants

79.

80.

81.

Administration Charge

The Applicants’ proposed form of Initial Order provides for an administration charge (the
“Administration Charge”) in an amount of $150,000 in favour of the Monitor, the
Monitor’s counsel, and counsel for the Applicants as security for professional fees and
disbursements incurred before and after the making of the Initial Order in respect of these
proceedings. The Administration Charge has been established based on the respective
professionals’ previous history and experience with similar restructurings. The Proposed
Monitor believes that the Administration Charge is required and reasonable in the

circumstances.

In addition, the Proposed Monitor is advised that the Applicants have given notice of the
application for the Initial Order (and therefore the Administration Charge to be created
thereunder), to all of the secured creditors who are likely to be affected by the
Administration Charge, as required by section 11.52(1) of the CCAA.

DIP Lender’s Charge

It is proposed that the Applicants be authorized to enter into negotiations to obtain a DIP
Facility to finance the Applicants’ working capital requirements and other general
corporate purposes and capital expenditures. As security for the debtor in possession
financing, it is proposed that the DIP Lender be granted a charge (the “DIP Lender’s
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82.

83.

84.

85.

86.

87.

Charge”) on the assets of one or both of the Applicants. The DIP Lender’s Charge is not

intended to secure an obligation that existed before the Initial Order.

Priority of Charges Created by the Initial Order

The proposed priorities of the charges to be created under the Initial Order are as follows:
i. First — Administration Charge (to the maximum amount of $150,000); and
ii. Second — DIP Lender’s Charge (to the maximum amount of $500,000).

The Proposed Monitor has reviewed the calculations and initial documentation that
support the Administration Charge and the DIP Lender’s Charge, and believes the

amounts are reasonable in the circumstances.

PROPOSED MONITOR’S CONCLUSIONS

The Proposed Monitor concurs with the Applicants’ view that they are insolvent and are
facing near term liquidity issues which have created the need to undertake the

restructuring as contemplated by these CCAA proceedings.

The Applicants remain in default of certain obligations under their debt facilities and they
have ceased paying their current obligations in the ordinary course of business as they
generally become due. These proceedings will afford the Applicants an opportunity to
complete a restructuring in a manner that (i) maximizes value for the Applicants’ various
stakeholders and (ii) best protects the interests of the various stakeholders while the
Applicants work to complete a restructuring, which may include a Court approved sale

process and certain sale transactions.

The Proposed Monitor has concluded that a DIP Facility is required in order for the
Applicants to continue to operate on an uninterrupted basis through the projected

restructuring period.

The DIP Facility represents the necessary financing which will afford the Applicants the

ability to operate as a going concern while pursuing the restructuring. The Proposed
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88.

89.

90.

Monitor believes that, apart from the DIP Facility, there exists no reasonable prospect of

obtaining similar interim financing in the circumstances.

Further to the Proposed Monitor’s review of the proposed form of Initial Order, the
Proposed Monitor also supports the Administration Charge and the DIP Lender’s Charge
being requested in the Applicants’ draft Initial Order as being reasonable and required in

the circumstances.

The Applicants are also seeking, and the Proposed Monitor supports their request, to
continue to operate the Cash Management System in substantially the same manner as
existed prior to the commencement of the CCAA proceedings, should an Initial Order be

granted.
The Proposed Monitor also supports:

a. The amounts and rankings of the Court ordered charges and the financial

thresholds proposed in the draft Initial Order, namely:
i. First — Administratio<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>