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Court File No. CV-23-00707330-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

BETWEEN:

ENLIGHTENED FUNDING CORPORATION
Applicant

and

VELOCITY ASSET AND CREDIT CORPORATION and 926749 ONTARIO LTD. 
O/A CLONSILLA AUTO SALES AND LEASING

Respondents

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY 
ACT, R.S.C. 1985, c. B-3, AS AMENDED, AND SECTION 101 OF THE COURTS OF 

JUSTICE ACT, R.S.O. 1990, c. C.43, AS AMENDED.

RESPONDING AFFIDAVIT

I, HUGH WADDELL, of the Town of Peterborough, in the Province of Ontario, MAKE 

OATH AND SAY:

1. I am the principal and a director of the respondent companies Velocity Asset and Credit 

Corporation (“Velocity”) and 926749 Ontario Ltd. (“Clonsilla”, together, the “Respondents”), 

and, as such, have knowledge of the matters contained in this Affidavit.

2. I make this Affidavit in response to Enlightened Funding Corporation’s (the “Applicant”) 

application to appoint a receiver. 

3. Clonsilla has been in operation since 1995. It currently has 15 employees. 

4. Since May 2023, when the first issues between the parties arose, I have been working 

tirelessly on sourcing alternative funding to repay the Applicant so that I can continue to operate 
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the Respondents’ businesses. During the same period, I have unfortunately been attending to my 

wife, who was diagnosed with terminal kidney disease. I have had to attend various medical 

appointments with her, including on October 13, during the initial hearing of this matter. I am 

grateful for the Court’s indulgence and the brief adjournment granted at the initial hearing. 

5. I don’t deny that there have been defaults of the credit agreements with the Applicant, 

although I do not agree with the extent of the defaults alleged by the Applicant. However, these 

defaults happened during one of the hardest times in my personal life, which remains difficult as 

my wife’s condition has only gotten more dire. 

6. Following the initial hearing, I have continued to work diligently on finding a practical 

refinancing solution, while still taking care of my wife and family. My goal has been to find a 

solution that avoids the destruction of my business and life’s work, without prejudicing the 

Applicant’s interests or security. I now have a real and tangible way forward that achieves 

precisely that. As set out below, I have term sheets in hand that will allow the Respondents to:

(a) Pay any arrears owing for August, September and October;

(b) Continue to make monthly interest payments in November, December and 

January; and

(c) Repay all principal owing to the Applicant in January, 2024. 

7. There would be tremendous, irreparable prejudice if the order sought by the Applicant was 

granted today, while there would be no prejudice to the Applicant if the Respondents were given 

the opportunity to finalize the replacement financing and repay the Applicant in 90 days. 
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A. Arrears Owing to the Applicant 

8. As set out above, I do not deny that there have been some defaults under the various 

agreements with the Applicant. However, the Applicant asserts that the Respondents have failed 

to make monthly interest payments for June, July, August, September and October. This is not 

true. 

9. The Respondents did make monthly payments for June and July, 2023. Attached as 

Exhibit “A” are copies of documents evidencing that the payments were made. 

10. I agree that the payments for August, September and October are outstanding. I also 

acknowledge that the November payment is quickly approaching. 

11. I have arranged the following funds to pay the monthly payments for August, September, 

October and November:

(a) Approximately $900,000 to be advanced by a private lender, based on HST credits 

owing to the Respondents, approximately half of which would be used to pay the 

Applicant for the foregoing months. A copy of a draft term sheet is attached as 

Exhibit “B”. The HST term sheet is still in draft form but is expected to be finalized 

and fully executed shortly. The name of the lender has been redacted. An 

unredacted and executed copy will be provided once the term sheet has been fully 

signed. The HST owing is technically owed to Clonsilla and the Applicant does not 

have security over the HST receivable. But the Respondents are willing to use this 

asset to find a practical solution. 

(b) The Respondents have approximately $450,000 in newly unfinanced leases. 

Tranches of those leases would be assigned to the Applicant in the interim such 
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that payments on the leases would be applied toward any amounts owing to the 

Applicant. A summary of the available unfinanced leases that would be used for 

this purpose is attached as Exhibit “C”. 

B. Payments Until the Replacement Financing Closes 

12. With respect to December, 2023 and January, 2024, these amounts will be paid from 

operating revenues. 

13. Finally, the Respondents have a signed term sheet that will repay the full amount owing 

to the Applicant within 90 days (the “Replacement Financing”). A copy of the fully executed term 

sheet for is attached as Exhibit “D”. 

14. The Replacement Financing is being provided by Beacon Trust (“Beacon”). Beacon is a 

company who already is already involved in the Respondents’ business (as set out in the 

Application Record) and Beacon attended the initial hearing. The financing provided by the 

Applicant was used to replace financing provided by Beacon. 

15. All that to say, Beacon is familiar with the Respondents’ business and is already invested 

in its success. While the Replacement Financing term sheet is conditional on routine due 

diligence, all parties involved are confident that this will not present any issue and the 

Replacement Financing will go ahead. 

16. The Replacement Financing is enough to fully repay the Applicant. 

17. On October 20, 2023, the Respondents made a proposal to the Applicant as set out above 

and provided a copy of the fully executed Replacement Financing term sheet. A copy of the email 

is attached as Exhibit “E”. 
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C. No Prejudice to the Applicant 

18. The Respondents have made arrangements to pay any outstanding arrears and continue 

to pay monthly amounts until the Replacement Financing closes in 90 days. 

19. As long as any arrears are paid and monthly amounts continue to be paid, there is no 

prejudice to the Applicant if the receivership order sought is held in abeyance until the 

Replacement Financing closes. 

20. On the other hand, there is significant prejudice to the Respondents if the order sought is 

granted. The Respondents’ business will effectively be shut down and liquidated. Any changes 

imposed or actions taken by a receiver would be irreversible. It would also adversely affect the 

jobs of Clonsilla’s 15 employees. 

21. The term sheet for the Replacement Financing is fully signed and final. The Respondents 

and Beacon simply need time to finalize the financing arrangements to fully pay out the Applicant. 

22. A receivership is also an expensive process. There is no guarantee that the proposed 

receiver will be able to realize 100 cents on the dollar if they are permitted to take control of the 

Respondents’ business. Even if the receiver is ultimately able to recoup all funds owing to the 

Applicant, plus the receiver’s own significant fees, it will be a much longer process than the 

proposed Replacement Financing. 
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23. Giving the Respondents 90 days to complete the Replacement Financing is in the best 

interests of all parties. 

SWORN BEFORE ME by videoconference at 
the City of Toronto, in the Province of Ontario 
on this 20th day of October, 2023.

Commissioner for Taking Affidavits
(or as may be)

HUGH WADDELL

chorsten
Stamp

chorsten
Stamp



This is Exhibit “A” referred to in the Affidavit of Hugh Waddell sworn before 
me at Toronto, Ontario, this 20th day of October, 2023.

Commissioner for Taking Affidavits 

chorsten
Stamp

chorsten
Stamp










This is Exhibit “B” referred to in the Affidavit of Hugh Waddell sworn before 
me at Toronto, Ontario, this 20th day of October, 2023.

Commissioner for Taking Affidavits 
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 TERM SHEET

This [binding] term sheet (“Term Sheet”) dated as of [●], 2023 is made between  
 and 926749 Ontario Ltd. o/a Clonsilla Auto Sales

PROVISION DESCRIPTION

General

1. Lender  (the “Lender”)

2. Borrower 926749 Ontario Ltd. o/a Clonsilla Auto Sales (the 
“Borrower”)

3. Loan Amount CDN$900,000 (the “Loan”), which will be advanced in 
one advance (the “Advance”)

4. Term Initial term (the “Initial Term”) of the earlier of 90 
days from the initial Advance and the receipt by the 
Borrower of the HST tax refunds (the “Tax Credits”) 
from the Canada Revenue Agency (the “Tax Agency”).  
After the Initial Term, if the Tax Credits have not been 
received, the Loan will be extended on a monthly basis 
until the Borrower receives the Tax Credits, with the 
balance of the Loan and all accrued and unpaid interest 
thereon to be due and payable on the date that is 6 
months from the initial Advance (the “Maturity Date”).

5. Use of Proceeds The Advance under the Loan will be used by the 
Borrower for working capital.  The Loan will not be a 
revolving facility and any amounts repaid will be 
cancelled and cannot be reborrowed.

6. Interest Rate 6% per annum for the Initial Term and subsequently 
39.6% per annum. 

7. Upfront Fee 4% of the amount of the Loan

8. Payments of Interest Interest will accrue daily on the balance of the Loan that  
has been advanced and remains outstanding on such  
day and be payable on the Maturity Date. 

9. Repayment of Loan   The Tax Credits shall be paid to the Lender and applied 
to repay the Loan. Once the Loan has been repaid in 
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PROVISION DESCRIPTION
full, any remaining Tax Credits shall be paid to the 
Borrower.

Security Matters

10. Security for Loan The obligations of the Borrower under the Capital Loan 
will be secured by (the “Security”):
(i) an assignment of all of the rights of the Borrower in 
the Tax Credits, including an assignment of the right to 
receive any payments due to the Borrower pursuant to 
the Tax Credits, with the proceeds of the Tax Credits to 
be paid to an account controlled by the Lender; and
(ii) a pledge of that number of shares owned by Hugh 
Waddell in the capital of the Borrower which has a fair 
market value equal to the amount of the Loan plus 10%, 
to attach only upon the occurrence of an Event of 
Default

Representations, Warranties and Covenants

11. Representations and 
Warranties 

The agreement governing the Loan (the “Loan 
Agreement”) will contain representations and 
warranties by the Borrower that are customary in 
connection with a financing similar to the Loan. 

12. Covenants The Loan Agreement will contain covenants by the 
Borrower that are customary in connection with a 
financing similar to the Loan. 

13. Senior Lender The advance of the Loan will be conditional upon the 
receipt from Enlightened Funding Corporation (the 
“Senior Lender”) of a consent to the Loan and Security 
described therein, and a release from the Senior Lender 
which releases any interest that it may have in the Tax 
Credit in favour of the Lender.

Events of Default and Other

14. Default The Loan Agreement will contain defaults and events of 
default that are customary in connection with a 
financing similar to the Loan, including (i)  non-
payment on the Maturity Date, (ii) an insolvency event 
with respect to the Borrower, and (iii) cross-default to 
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PROVISION DESCRIPTION
any default by the Borrower in respect of any material 
indebtedness for borrowed money.

15. Confidentiality The Agreement will contain customary confidentiality 
provisions.

16. Legal Fees All reasonable legal fees incurred by the Lender’s 
counsel related to this transaction and any enforcement 
of the Security are the full responsibility and for the 
account of the Borrower.

17. Governing Law Ontario



IN WITNESS whereof the Parties have executed this Term Sheet on the day and year first above 
written.

By:
Name:
Title:

926749 ONTARIO LTD.

By:
Name:
Title:

54458376.5



This is Exhibit “C” referred to in the Affidavit of Hugh Waddell sworn before 
me at Toronto, Ontario, this 20th day of October, 2023.

Commissioner for Taking Affidavits 
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This is Exhibit “D” referred to in the Affidavit of Hugh Waddell sworn 
before me at Toronto, Ontario, this 20th day of October, 2023.

Commissioner for Taking Affidavits 
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This is Exhibit “E” referred to in the Affidavit of Hugh Waddell sworn 
before me at Toronto, Ontario, this 20th day of October, 2023.

Commissioner for Taking Affidavits 
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From: Lau, Duncan 
Sent: Friday, October 20, 2023 9:59 AM
To: Eamonn Glavey <eg@enlightenedcapital.net>
Cc: Hugh Waddell <hugh@clonsillaautosales.com>
Subject: Term sheet and proposal
 
Eamonn,
 
Please find attached a term sheet from Beacon Trust to re-finance the lease book. In addition to the term sheet, the following
is being proposed:
 

1. There are unfinanced leases / tranches totaling approximately $400,000 that can transfer to Enlightened Capital
2. The bridge loan is on pause in light of the circumstance but once it is final, another $400,000 can be provided to

Enlightened Capital
3. An interest only arrangement starting Nov 1 to the closing of the attached term sheet

 
Between #1 and #2, we will be able to provide approximately $800,000 to cure the existing defaults; while, an interest only
arrangement will provide additional funds to you while we work towards completing the transaction.
 
If we can reach a commercial deal based on these parameters, we can avoid a costly receivership that would erode value.
 
Please let us know if you have any questions and/or if you have time to catchup over the phone.
 
Thanks,
Duncan
 

------------------------------------------------------------------------ 
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