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Hfx. No. 454744

Supreme Court of Nova Scotia

Application by Victory Farms Incorporated and Jonathan Mullen Mink Ranch
Limited (the “Applicants”) for relief under the Companies’ Creditors Arrangement Act

THIRD REPORT OF DELOITTE RESTRUCTURING INC,,
IN ITS CAPACITY AS MONITOR OF
THE APPLICANTS

NOVEMBER 21%, 2016

INTRODUCTION AND BACKGROUND

On August 31, 2016, the Supreme Court of Nova Scotia (the “Court”) granted an order (the
“Initial Order”) under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as
amended (the “CCAA”) granting certain relief to Victory Farms Incorporated and Jonathan
Mullen Mink Ranch Limited (collectively the “Applicants”).

As part of the Initial Order, Deloitte Restructuring Inc. (“Deloitte”) was appointed as Monitor
under these CCAA proceedings.

On September 27, 2016, the Court granted an order (the “Charging Order”) authorizing the
Applicants the ability to borrow up to $1.5 million from North American Fur Auctions Inc.
{“NAFA”) as debtor in possession financing {“DIP Financing”).

On September 28, 2016, the Court granted an order (the “First Extension Order”) extending the
stay of proceedings from September 30, 2016 up to and including November 25, 2016.

Deloitte advises that this report (the “Third Report”) should be read in conjunction with the
Fourth Affidavit of Jonathan Mullen (the “Mullen Affidavit”), which has been filed in support of
the Applicants’ motion for a further extension of the stay of proceedings in this matter.

TERMS OF REFERENCE

In preparing the Third Report, the Monitor has relied upon financial information of the
Applicants, discussions with the Applicants’ management (“Management”), correspondence
with NAFA and BoyneClarke LLP, the Applicants’ legal counsel.

The financial information of the Applicants 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
Third Report may not disclose all significant matters about the Applicants. Additionally, none of
our procedures were intended to disclose defalcations or other irregularities. Were we to
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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
our attention. Accordingly, the Monitor does not express an opinion or 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 Third Report.

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 Third Report. Any use
which any party makes of the Third Report, or any reliance or decisions to be made on the Third
Report, is the sole responsibility of such party.

All dollar amounts identified in the Third Report are expressed in or converted to Canadian
dollars.

The purpose of the Third Report is to inform this Court on the status of:
{iy  The Monitor’s activities since the date of the Second Report
(i)  The Applicants’ activities since the date of the First Extension Order

(iii) A review of the Cash Flow Projection submitted as part of the Second Report (the
“First Extension Cash Flow Projection”)

(iv) Arevised Cash Flow Forecast of the Applicants (the “Second Extension Cash Flow
Projection”)

(v) The Applicants’ request for an extension (the “Second Extension Order”).

MONITOR’S ACTIVITIES
Since the date of the Second Report, the Monitor’s activities have included:

(i)  arranging for materials relating to the CCAA Proceedings be published online at the
Monitor’s website, which is located at
http://www.insolvencies.deloitte.ca/en/VictoryFarms;

(i)  implementing procedures for monitoring the Applicants’ actual cash flow and for
ongoing reporting of variances to the First Extension Cash Flow Forecast filed with the
Court as part of the Applicants’ First Extension Application Record;

(i)  working with the Applicants to create the Second Extension Cash Flow Projection
further discussed herein;

(iv) working with Castle Appraisals Ltd. to perform an appraisal on the personal property
assets of the Applicants;

(v)  working with Ingram Varner and Associates to perform an appraisal on the real
property assets of the Applicants;
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(vi) engaged Mclnnes Cooper, legal counsel to the Monitor, to perform a security review
on the registered encumbrances against the Applicants;

(vii} worked with Management of the Applicants to prepare the October monthly financial
package for NAFA as required per the DIP term sheet, a copy of which is enclosed as
Appendix A to the Third Report;

{viii) commenced work on creating a realization schedule in the event of a liguidation;

(ix) performed research on current market conditions for mink pelts based on recent
auction results;

(x)  held discussions with Management of the Applicants, along with its legal counsel,
regarding potential restructuring alternatives available to the Applicants; and

{xi) corresponding with creditors of the Applicants.

APPLICANTS’ ACTIVITIES

Since the date of the First Extension Order, Management of the Applicants has advised the
Monitor that operations have continued uninterrupted. As part of the normal operating plan,
approximately 20,000 pelts were harvested during October and are currently in storage.

The Applicants have continued to receive regular site visits from representatives of NAFA. On
November 11, 2016, the Monitor received correspondence from a representative of NAFA
providing positive commentary on the quality of the existing herd. A copy of this
correspondence is contained within Appendix A to the Third Report.

Subsequent to the First Extension Order, the Applicants consolidated their feed suppliers to one
vendor to realize significant cost savings. The Monitor discussed this change with both the
Applicants and their legal counsel prior to its implementation. The Monitor was advised by legal
counsel to the Applicants that no long-term contractual obligation existed and as such, notice
under section 32 of the CCAA was not required.

The Applicants have continued to assist the Monitor with requests since the First Extension
Order, including working with the Monitor’s staff and external third parties to complete the
external appraisals and assisting the Monitor with preparing the October monthly financial

package for NAFA.

The Monitor has been advised by the Applicants and their legal counsel that preliminary
meetings have been held to discuss potential restructuring alternatives.

In its Second Report, the Monitor advised the Court concerning the magnitude of pre-filing
payments made by the Applicants since the date of the Initial Order. The Monitor has continued
to review the disbursements of the Applicants and wishes to provide an update to the Court.

In early 2016, Victory Farms Inc. (“Victory”) entered into an arrangement for mink care with
Trinity Farms Inc. (“Trinity”), a related party owned 100% by Jonathan Mullen. The terms of the
agreement stipulated that Victory was to provide Trinity with a monthly payment of
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approximately $33 thousand inclusive of HST for the months January to September, 2016. It is
the Monitor’s understanding that at the time of the Initial Order, Victory’s payment obligation
to Trinity was in arrears.

Subsequent to the Initial Order, and upon further discussion with Management of the
Applicants, the Monitor recently determined that Victory has made payments to Trinity totaling
$130 thousand inclusive of HST, of which $98 thousand may be attributable to pre-filing
payments, however, further investigation is required, as the Monitor has just learned of this
situation. The services provided by Trinity to Victory continued on and after the date of the
Initial Order

The Second Extension Cash Flow Projection contains a payment of $43 thousand to Trinity
during the week of December 9, 2016. The Monitor has advised Management of the Applicants
that this payment must not be made until the Monitor has completed its investigation and is
satisfied that it does not constitute a pre-filing payment.

The Monitor will update the Court in respect of this matter as further information becomes
available.

ACTUAL CASH FLOW

The Monitor previously filed with the Court the First Extension Cash Flow Projection for the 13-
week period September 23 to December 16, 2016.

The Monitor has prepared a reconciliation of the actual cash flow for the 13-week period
September 23 to December 16, 2016 as compared to the First Extension Cash Flow Projection
(the “Cash Flow Reconciliation”) and enclosed it as Appendix B to the Third Report.

The Monitor offers the following commentary with respect to material variances contained
within the Cash Flow Reconciliation:

(i) the unfavorable variance of $87 thousand in inflows relates to a timing difference
with respect to the September 2016 HST refund that had been projected to be
received during the period under review. In addition to the timing difference, the
magnitude of the HST refund, now contained within the Second Extension Cash Flow
Projection, is approximately $55 thousand due to lower than anticipated investment
tax credits incurred during the month of September 2016;

(i)  the favorable variance of $363 thousand relating to feed costs is attributable to the
reduction of feed costs negotiated by the Applicants as discussed above, along with
lower than expected consumption levels during the period under review. In addition,
the favorable variance also includes a timing difference of approximately $63
thousand that relates to a prepayment required by the feed supplier;

(i) the favorable variance of $43 thousand relating to professional fees is attributed to
the non-cash treatment of the finance fee of the DIP loan, along with timing
differences of actual payments; and
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{(iv) the favorable variance of $500 thousand relating to DIP financing is attributable to the
lower than anticipated feed costs and professional fees, offset by the timing of the
HST refund.

Jonathan Mullen Mink Ranch (“JIMMR") files its HST returns with the Canada Revenue Agency
(“CRA”) on a quarterly basis, with the last quarterly return due to be filed with CRA on or before
October 31, 2016 containing information for the months July to September, 2016.

. The Monitor obtained the supporting documentation from the Applicants for the quarterly HST

return that contained an amount owing for each of the three months contained within the
return. The Monitor brought forth this issue to the attention of legal counsel of the Applicants
who advised that the HST liability for the months of July and August were pre-filing liabilities and
as such caught by the stay of proceedings contained within the Initial Order.

The Monitor reviewed documentation that confirmed that the HST amount owing for the month
of September 2016 for IMMR was paid prior to October 31, 2016.

As at the date of the Third Report, the principal balance of the DIP loan is $775 thousand. Upon
the suggestion of the Monitor, and with the consent of NAFA, it was agreed that rather than the
Applicants disburse the $25 thousand financing fee contained with the DIP term sheet, the
amount would be added to the principal balance of the loan.

REVISED CASH FLOW PROJECTION

The Applicants have prepared the Second Extension Cash Flow Projection for the 13-week
period November 25, 2016 to February 17, 2017; enclosed as Appendix C to this Report.

The Monitor’s review of the Second Extension Cash Flow Projection consisted of inquiries,
analytical procedures and discussions on the information provided by Management of the
Applicants. Since these hypothetical assumptions are not being supported, the Monitor’s
involvement with respect to them was limited to evaluating whether they were consistent with
the purpose of the Second Extension Cash Flow Projection. The Monitor also reviewed the
supporting documentation provided by Management of the Applicants for the probable
assumptions and the preparation and presentation of the Second Cash Flow Projection.

Based on our review and subject to the foregoing reservations and limitations, nothing has
come to the attention of the Monitor that causes us to believe that, in all material respects:

(i)  the hypothetical assumptions are not consistent with the purpose of the Second
Extension Cash Flow Projection;

(i)  as at the date of this Third Report, the probable assumptions developed by the
Applicants are not suitably supported and consistent with the plans of the Applicants
or do not provide a reasonable basis for the Second Extension Cash Flow Projection,
given the hypothetical assumptions; or

(i)  the Second Extension Cash Flow Projection does not reflect the probable and
hypothetical assumptions.
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Since the Second Extension Cash Flow Projection is based on assumptions regarding future
events, actual results will vary from the information presented, even if the hypothetical
assumptions occur, and the variations may be material. Accordingly, the Monitor does not
express an opinion to whether the projections in the Second Extension Cash Flow Projection will
be achieved.

The Second Extension Cash Flow Projection has been prepared solely for the purpose described
in the notes to the Revised Cash Flow Statement, and readers are cautioned that the Second
Extension Cash Flow Projection may not be appropriate for other purposes.

The Monitor has reviewed the Second Extension Cash Flow Projection and offers the following
commentary:

(iy  outside of HST refunds, the Applicants are not projecting to receive any operating
inflows for the period covered by the Second Extension Cash Flow Projection. The
Applicants’ herd will not be available for sale until auctions scheduled to be held
during the first half of 2017;

(i) compensation costs contain payments to staff at existing rates for anticipated hours
through the period covered, along with statutory remittances to Canada Revenue
Agency and Workers’ Compensation Board of Nova Scotia;

(iii) feed costs are based on anticipated consumption levels of the herd during the period
at existing feed prices, factoring in payment terms with suppliers;

(iv) contracted mink care costs are based on underlying agreements the Applicants have
entered into with third parties, both related and arm's length, to grow mink, including
an estimate of year-end contract settlement payments;

(v) professional fees are estimates only and do not account for retainers that have been
provided to the professionals involved in the engagement;

{vi) pelting costs are based on the existing market prices and based on 77,500 pelts being
harvested; and

(vii) the Applicants are projecting to require additional DIP Financing above the existing
amount approved under the Charging Order during the period covered by the Second
Extension Cash Flow Projection. Without additional DIP Financing, the Applicants will
not have sufficient resources to operate according to the Second Extension Cash Flow
Projection.

STAY EXTENSION APPLICATION

The Monitor has been advised by the Applicants that they intend to seek the Second Extension
Order from the Court on November 24, 2016.

Based on the Monitor’s dealing with Management of the Applicants and the Monitor’s review of
the Applicants’ operations and restructuring efforts to date, it can advise:

(i}  that circumstances exist that make the Extension Order appropriate;
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(i)  that the Applicants have acted and continue to act in good faith; and

(iii) that the Applicants have acted and continue to act with due diligence.

The Monitor believes that an extension up to and including January 31, 2017 will provide the
Applicants with adequate time to engage in formal discussions with their creditors, which will
allow them to formulate a Plan of Arrangement. The Monitor has held preliminary discussions
with Management of the Applicants and their legal counsel around what a restructuring plan of
the Applicants would entail.

The Monitor is of the opinion that no creditor would be materially prejudiced by the Court
granting the Extension Order as requested by the Applicants.

In the absence of the Second Extension Order being granted, the Applicants will not be ina
position to file a Plan of Arrangement on or before November 25, 2016. Although the Monitor
has yet to complete a realization schedule in the event of a liquidation, based on the quantum
of secured debt owing by the Applicants against the expected asset realizations, it is unlikely
that a distribution would be available to the unsecured creditors.

8. CONCLUSION

8.1

8.2

This Report has been prepared to provide this Court with information regarding the Monitor’s
activities since the date of the Second Report, the Applicants’ activities since the date of the
First Extension Order, a review of the First Extension Cash Flow Forecast submitted as part of
the First Extension Order, a Second Extension Cash Flow Forecast, and the Applicants’ request
for the Second Extension Order.

In the event the Court does not grant additional borrowing powers above the amount contained
in the Charging Order, and the Applicants are not able to secure further financial support from
NAFA or another party, based on the Second Extension Cash Flow Projection the Applicants are
expected to deplete their existing cash resources during the week of January 20, 2017.

All of which is respectively submitted on November 21, 2016.

DELOITTE RESTRUCTURING INC.

Acting in its capacity as

Monitor of Victory Farms Incorporated and
Jonathan Mullen Mink Ranch Limited

and not in its personal capacity

Per:
James Foran, CPA, CA, CIRP, LIT
Vice President
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D I -tt Deloitte Restructuring Inc.
e OI e@ Purdy's Wharf Tower II
1969 Upper Water Street
Suite 1500
Halifax NS B3] 3R7
Canada

Tel: +1 (902) 721-5614

Fax: +1 (902) 423-5820
www.deloitte.ca

November 14, 2016

Via email

Doug Lawson

Senior Vice President and CFO
North American Fur Auctions Inc.
65 Skyway Avenue

Toronto, ON M9W 6C7

Dear Mr. Lawson,

Subject: Victory Farms Incorporated and Jonathan Mullen Mink Ranch Limited (the
“Applicants”)

In conjunction with the interim financial term sheet dated September 7, 2016, please find enclosed
the October monthly financial reporting package that includes:

) Appendix A - Bank statements of the Applicants for the period October 1 to October 31,
2016;

(i Appendix B - Email from Wayne Booth dated November 11, 2016 regarding the health of
the mink crop;

(iif) Appendix C - Summary schedule prepared by Deloitte outlining remittances to
government agencies, including Canada Revenue Agency; and

(iv) Appendix D - Internally prepared financial statements for the month of October 2016.

Member of Deloitte Touche Tochmatsu Limited




North American Fur Auctions Inc.

November 14, 2016
Page 2

We trust you will find the above and enclosed to be in order. If you have any questions, please contact
the undersigned at your convenience,

Sincerely,

DELOITTE RESTRUCTURING INC.

Acting in its capacity as

Monitor of Victory Farms Incorporated and

Monitor of Jonathan Mullen Mink Ranch Limited
And not in its personal capacity

Per:

@J&r—f
James Foran, CPA, CA, CIRP, LIT
Vice President
Enclosure (October 2016 financial package)
c: Jonathan Mullen (Applicants)

Tim Hill (Boyne Clarke LLP)
Ben Durnford (McInnes Cooper)

Member of Deloitte Touche Tohmatsu Limited
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APPENDIX B — REPORT ON MINK CROP HEALTH




From: Doug Lawson

To: Foran, James (CA - Halifax)

Subject: Fwd: October DIP Reporting

Date: Saturday, November 12, 2016 9:15:06 AM
FYI

Doug Lawson
North American Fur Auctions
416-575-4454

Begin forwarded message:

From: Wayne Booth <w_booth@nafa.ca<mailto:w _booth(@nafa.ca>>

Date: November 11, 2016 at 10:30:56 PM EST

To: Doug Lawson <dlawson@nafa.ca<mailto:dlawson@nafa.ca>>, Sarah Lowe
<s_lowe@nafa.ca<mailto:s lowe@nafa.ca>>

Subject: RE: October DIP Reporting

Good evening

- The herd on both seedstock farms (Riverddale and Digby Crossroads) is considered to be AD (Aluetien
Disease) stable/resistant. To my knowledge they practice "Test and Remove" using on-farm iodine testing. I
understand they are currently testing over 70% negative to AD on the iodine test

- No current late season enteritis.

- Mink are larger than in 2015, approx 1.5¢m longer using the tube measurement technique improvement in
one generation

- Mink are darker in colour and better furred than in 2015 which relates to a healthier, stronger animal.
- They basically are breeding 3 lines of dark mink.
o High quality 3rd generation AD resistance black mink

o Mid-level quality 2nd generation mahogany mink - used to slowly breed AD resistance back into dark mink
without jeopardizing quality too much

o Lower quality 2nd generation mahogany mink - pelt only
I will be in Nova Scotia meeting with Jonathan this upcoming week if your require any further detail.

Wayne Booth B. Sc. (Agr)
Director, Rancher Relations Canada

North American Fur Auctions Inc,
65 Skyway Avenue

Toronto, Ontario, Canada

M9W 6C7

T:416.213.2489
C:416.803.8643




w_booth@nafa.ca<mailto:w_booth@nafa.ca>
www.nafa.ca<http://www.nafa.ca>

From: Doug Lawson

Sent: Friday, November 11, 2016 9:14 AM

To: Sarah Lowe <s_lowe(@nafa.ca<mailto:s lowe@nafa.ca>>; Wayne Booth
<w_booth@nafa.ca<mailto:w_booth@nafa.ca>>

Subject: FW: October DIP Reporting

What can you tell me about Victory's mink as per below?

Douglas Lawson

Senior Vice President & CFO
North American Fur Auctions
(o) 416-213-2162

(m) 416-5754454

From: Macleod, Kurt (CA - Halifax) [mailto:kmacleod@deloitte.ca]
Sent: November-10-16 3:37 PM

To: Doug Lawson <dlawson@nafa.ca<mailto:dlawson@nafa.ca>>
Cc: Jonathan <jmullen136@gmail.com<mailto;jmullen136@gmail.com>>; Foran, James (CA - Halifax)
<jforan@deloitte.ca<mailto:jforan@deloitte.ca>>

Subject: October DIP Reporting
Good afternoon Doug,

James and I are working on the October DIP reporting package and one of the clauses indicates that you require a
"report on the health of the mink crop”.

We were wondering if you could provide us with some direction regarding what you require for this aspect of the
report? We are aware that NAFA's local representative has been in the area over the past couple weeks and could
potentially offer some insight into the current health of the crop.

Thank you for your assistance and I hope you have an enjoyable long weekend.

Kurt MacLeod, MBA

Associate | Financial Advisory

Deloitte

1969 Upper Water Street, Halifax, Nova Scotia, B3J 3R7, Canada
D: 1(902) 721 5602 | M: 1 (902) 430 9930

kmacleod@deloitte.ca<mailto:kmacleod@deloitte.ca> | deloitte.ca<http: .deloitte.ca’>

[cid:image002.jpg@01D23C67 . FD211EF0]

LinkedIn<https://www.linkedin.com/company/1521182> | Facebook<https://www.facebook.com/DeloitteCanada> |
Twitter<https:/twitter.com/Deloittecanada> | YouTube<https: y.youtube.com/c/deloitteca>

Please consider the environment before printing,

Confidentiality Warning:




APPENDIX C - SCHEDULE OF GOVERNMENT REMITTANCES




Evidence of payment of government remittances

The analysis presented below reconciles payments made to government agonies with their corresponding support calculations.
Data for this analysis was taken from bank statements and payroll registries of the borrowers.

Notes:
~ Victory Farms Incorporated remits source deductions to the CRA on a bi-weekly basis, and HST/WCB on a monthly basis.
- Jonathan Mullen Mink Ranch remits source deductions to the CRA/WCB on a monthly basis and HST on a quarterly basis.

Victory Farms remittance support (September 1 to October 31)

August 15 - 31 Gross Salary cPp El Tax Total
Employee Portion 19,974.05 1,737.54 311.58 4,314.11 6,363.23
Employer Portion 1,737.54 436.21 - 2,173.75
8,536.98
WCB (3.35%) 35,972.77 1,205.09
*Victory Farms Incorporated WCB calculation does not included gross salary paid to Julie-Ann Mullen
September 1- 15 Gross Salary CPP Ei Tax Total
Employee Portion 21,159.18 852.86 283.49 4,792.35  5,928.70
Employer Portion 852.86 396.89 - 1,249.75
7,178.45

Bank Reconciliation - September 12 - $16,921.99 (See additional remittance support)

Payment Breakdown

September 1 - 15 Source Deductions 7,178.43
August 15 - 31 Source Deductions 8,536.98
August WCB 1,205.10
WCB - Error correction 1.48
16,921.99
September15-30 Gross Salary CPP El Tax Total
Employee Portion 20,624.13 658.78 275.59 4,188.00  5,122.37
Employer Portion 658.78 385.83 - 1,044.61
6,166.98
WCB (3.35%) 39,103.31 1,309.96
*Victory Farms Incorporated WCB calculation does not included gross salary paid to Julie-Ann Muilen
Bank Reconciliation - October 4 - $6,166.98 and $1,780.11 (see October bank statement)
Payment Breakdown
WCB September 1 - 30 1,309.95
Penalties (support provided) 470.16
1,780.11
Employee Portion 31,506.96 1,029.45 408.74 6,652.25  7,990.44
Empiloyer Portion 1,029.45 572.24 - 1,601.69
9,692.13
October 15 - 30 Gross Salary CPP El Tax Total
Employee Portion 22,784.22 762.03 269.29 4,648.75 5,680.07
Employer Portion 762.03 377.01 - 1,139.04
6,819.11

WCB (3.35%) 43,760.38 1,465.97
*Victory Farms Incorporated WCB calculation does not included gross salary paid to Julie-Ann Mullen and employees who have reached the maximum level.

As of October 31, one employee Jeff Mullen had reached his maximum WCB amount.

Bank Reconciliation = November 2= $6;819.10 and - $1;465.96 (see additional remittanice support)~




Jonathan Mullen Mink Ranch remittance support (September 1 to October 31)

September 1- 30 Gross Salary CPP El Tax

Employee Portion 5,215.60 237.56 98.06 1,088.70  1,394.32
Employer Portion 237.56 137.28 - 374.84
1,769.16
September 1 - 30 Gross Salary weB
WCB (3.35%) 5,215.60 174.72

Bank Reconciliation - October 4 - $1,769.15 and $174.73 {see October bank statemen

October 1 - 31 Gross Salary CPP El Tax

Employee Portion 11,485.24 530.94 161.64 2,422.80 3,115.38
Employer Portion 530.94 226.30 - 757.24
3,872.62
October 1 - 31 Gross Salary WCB
WCB (3.35%) 11,485.24 384,76

Bank Reconciliation - November 1 - $3,872.62 and $384.76 (see additional remittance support)
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Business Account Statement

August 26, 2016 to September 26, 2016

, Account number: 07373 100-004-1
Account Activity Details - continued
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WORIKL SAFE.

STATEMENT OF ACCOUNT
WORKERS' COMPENSATION BOARD OF NOVA SCOTIA
Page 03 of 03
Statement as of Business Number Employer Name

September 25,2016 84892 3876 NW000I  VICTORY FARMS INCORPORATED

Due Date SiIC
October 15, 2016 0123

Account Description

MINK RANCHING

Summary of Financial Transactions

Date

N 00,
Sep 03,
Sep 03,
Sep 03,
Sep 03,
Sep 03,
Sep 03,
Sep 03,
Sep 03,
Sep 13,
Sep 13,
Sep 13,
Sep 17,
Sep 17,
Sep 25,
Sep 25,

Description

0000 BALANCE FORWARD

2016 ACTUAL MAY 01-MAY 31,2016
2016 UNDER REPORTING PENALTY

2016 RETROACTIVE INTEREST

2016 ACTUAL JUN 01-JUN 30,2016
2016 UNDER REPORTING PENALTY

2016 RETROACTIVE INTEREST

2016 PAYMENT RECEIVED SEP 02,2016
2016 PAYMENT RECEIVED SEP 02,2016
2016 ACTUAL JUL 01-JUL 31,2016
2016 LATE REPORTING PENALTY

2016 PAYMENT RECEIVED SEP 02,2016
2016 ACTUAL AUG 01-AUG 31,2016
2016 PAYMENT RECEIVED SEP 12,2016
2016 INTEREST ADJUSTMENT AUG, 2016
2016 INTEREST

Payroll

40,638.00

39,566.00

52,382.00

35,973.00

Rate

Statement Of ACCOUNT DAIANCE GUE ......co oottt et res et et e s et et ese et eseeeesestessesseons

Current:
Past Due:
Judgement:

Breakdown of Balance:

1.93
2.17
466.06

Protected B
when complete
For WCB Inquiries:
Telephone  1-877-211-9267 (Toll Free)
1-902-491-8324 (Halifax)
assess@wcb.gov.ns.ca
www.wcb.ns.ca

Email
Internet

024121

Amount

6,575.58

1,361.37
136.14 -
14.81 -

;1,325.46

132.55 -
, 8.56
1,361.37-
-1,325.46-
1,754.80
175.48. -
8,330.38- y
1,205.10 Lo
1,206.58-
2.17
1.93

470.16

7

Maximum Assessable has been set for 2017 at $59,300. Please remember to notify your payroll provider.

Have you advised your payroll provider of your 2016 rate?




APPENDIX D — OCTOBER MONTHLY FINANCIAL STATEMENTS




VICTORY FARMS INCORPORATED
OCTOBER 2016 FINANCIAL STATEMENTS

Disclaimer:

The above statements have not been audited, reviewed or otherwise verified.




Victory Farms Incorporated
Balance Sheet As at 10/31/2016

ASSET
Current Assets
Total cash

Cash surrender value of life insurance

Cash and cash equivalents

Accounts receivable

Inventory - pelter mink

Prepaid expenses

Investment tax credit receivable
U.S. tax withholding

Other

Total Current Assets

Capital Assets

Breeder mink

Net vehicles

Net property plant and equipment
Investments in (from) related parties
Land

Other

Total Assets

Liabilities and Shareholder Equity
Current Liabilities
Accounts payable

Loans
ALC
NAFA
NSFLB
FCC
BNS

Corporate visa

Due to Jason Mullen Mink Ranch
Corporate taxes payable

HST payable (refund)

Other

Total Current Liabilities

Long Term liabilities
Due to related parties
Loans to {from} shareholders

Total Liabilities

Shareholder Equity
Capital

Retained earnings - previous year
Current earnings

Dividends

Total retained earnings

Total Shareholder Equity

Total Liabilities and Shareholder Equity

$122,153.27

$31,629.54

$153,782.81

$2,031,428.08
$1,911,553.00
$39,653.45
$32,805.28
$16,284.41
$2,073.20

$4,033,797.42
$4,187,580.23

$890,898.00
$37,844.29
$1,036,174.26
$4,505,785.31
$10,366.25
$31,436,09

$6,512,504.20
$10,700,084.43

$241,920.74

$7,936,429.69
$4,423,038.83
$886,863.21
$128,128.60
$16,424.46

$13,390,884.79

$16,451.40
$16,609.27
$21,863.00
-$113,196.42
$724.81

$13,575,257.59

$650,387.73
-$383,913.97

Deferred government assistance, income taxes, and creditt ~ $134,583.08

$401,056.84

$13,976,314.43

$100.00

-$2,594,453.15
-$456,876.85
-$225,000.00

-$3,276,330.00
~$3,276,230.00
$10,700,084.43




Victory Farms Incorporated

Income Statement 10/01/2016 to 10/31/2016

Revenue
Auction Revenue
Other Revenue

Cost of goods sold

Feed Expense

Mink Care Contract Payments
Ranch Leases

Pelting

Other

Payroll Expense

General and Administrative
Accounting & Legal

Credit Card Charges
Insurance

Interest & Bank Charges
Office Supplies

Repair and Maintenance
Telephone

Utilities

Total Expenses

Net Income

$0.00
$0.03
$0.03

$305,513.37
$55,252.92
$5,800.00
$1,112.85
$2,651.29

$370,330.43

$58,509.60

$16,719.51
$296.59
$5,584.95
$471.56
$153.54
$4,365.18
$327.55
$117.97

$28,036.85
$456,876.88

-$456,876.85




JONATHAN MULLEN MINK RANCH LIMITED
OCTOBER 2016 FINANCIAL STATEMENTS

Disclaimer:

The above statements have not been audited, reviewed or otherwise verified.




JONATHAN MULLEN MINK RANCH LIMITED

Balance Sheet As at 10/31/2016

Assets
Current Assets
Cash
Accounts receivable
Prepaid expenses
Tax credit receivable
Other

Capital Assets

Net vehicles

Net property plant and equipment
Land

Investments in (from) related parties

Total Assets

Liabilities and Shareholder Equity
Current Liabilities
Accounts payable
HST payable (refund)
FCCloan
U.S. tax withholding

Long Term Liabilities

FCC mortgage

Due to (from) Victory Farms Inc.
Due to (from) Jason Mullen
Loans to (from } shareholders
Deferred investment tax credit

Total Liabilities

Shareholder Equity
Capital

Retained earnings - previous year
Current earnings

Dividends

Total retained earnings

Total Shareholder Equity

Total Liabilities and Shareholder Equity

$39,011.10
$10,516.98

$4,308.98
$95,470.45
$11,025.42

$160,332.93

$7,238.55
$1,207,670.92
$204,847.38

-$13,000.00

$1,406,756.85

$1,567,089.78

$51,221.91
$3,542.19
$2,807.55

-$3,671.00

$53,900.65

$682,304.25
$934,271.14
$1,250.16
-$1,614.34
$78,278.23

$1,694,489.44
$1,748,390.09

$100.00

-$82,387.61
$50,987.30
-$150,000.00

-$181,400.31
-$181,300.31
$1,567,089.78




JONATHAN MULLEN MINK RANCH LIMITED
Income Statement 01/01/2016 to 10/31/2016

Revenue
Mink Care Revenue $186,666.69
Other $398.26
$187,064.95
Expenses
Cost of goods sold
Ranch Expense $1,332.80
Gas & Oil $1,553.04
Other $70.75
$2,956.59
Payroll Expenses $93,278.00
General and Administrative
Accounting & Legal $11,065.13
Fees/Subscriptions $2,295.85
Insurance $2,515.00
Interest & Bank Charges $3,278.47
Long term interest $320.80
Property Taxes $8,282.93
Repairs and Maintenance $4,632.30
Telephone/Security $2,897.25
Utilities $4,555.33
$39,843.06
Total Expenses $136,077.65

Net Income $50,987.30




Appendix B: Cash Flow Reconciliation




Victory Farms Incorporated and Jonathan Mullen Mink Ranch Limited

Cash Flow Reconciliation

For the period September 17, 2016 to November 18, 2016

Cumulative

Projected Actual Variance

Opening cash 399,014 399,014 -
Operating inflows

Other - 2,249 2,249

HST 139,284 50,301 (88,983)
Total inflows 139,284 52,550 (86,734)
Operating outflows

Compensation 153,137 148,046 5,092

Feed costs 1,018,143 655,322 362,820

Contracted mink care 204,024 204,024 -

Operating expenses 23,964 20,347 3,617

Professional fees 195,062 151,601 43,461

Repairs and maintenance 12,860 11,888 972

Loan Payments - 1,654 (1,654)
Total outflows 1,607,191 1,192,883 414,307
Operating cash flow (1,467,907) -.(1,140,333) 327,574
Cash position (before DIP) (1,068,893) (741,320). 327,574
DIP funding 1,250,000 750,000 - (500,000)
Closing cash position (after DIP) 181,107 8,680 (172,426)




Appendix C: Second Extension Cash Flow Projection




IN THE MATTER OF
THE COMPANIES CREDITOR ARRANGEMENT ACT,
and -
IN THE MATTER OF
THE COMPROMISE OR ARRANGEMENT OF THE APPLICANTS,

VICTORY FARMS INCORPORATED AND JONATHAN MULLEN MINK RANCH
LIMITED

The management of Victory Farms Incorporated and Jonathan Mullen Mink Ranch
Limited have developed the assumptions and prepared the attached statement of
projected cash flow of the insolvent person, as of the 21% dax of November, 20186,
consisting of weekly projections for the period November 25" 2016 to February 17,
2017.

The hypothetical assumptions are reasonable and consistent with the purpose of the
projection described in Note A, and the probable assumptions are suitably supported
and consistent with the plans of the insolvent person and provide a reasonable basis for
the projection. All such assumptions are disclosed in Note B.

Since the projection is based on assumptions regarding future events, actual results will
vary from the information presented, and the variations may be material.

The projection has been prepared by Victory Farms Incorporated and Jonathan Mullen
Mink Ranch Limited solely for the purpose described in Note A, using a set of
hypothetical and probable assumptions set out in Note B.

Dated at Digby, Nova Scotia this 21% day of November, 2016,

Victory Farms Incorporated
Jonathan Muilen Mink Ranch Limited

Per N .7 V4
1 < ! /"
e MG A —

r2

Jonathan Mullen
President




VICTORY FARMS INCORPORATED AND JONATHAN MULLEN MINK RANCH

Note A:

Note B:

LIMITED
ASSUMPTIONS TO THE CASH FLOW PROJECTIONS
FOR THE PERIOD SEPTEMBER 2 TO NOVEMBER 25, 2016

The statement of projected cash flow is being filed pursuant to the
Companies Creditor Arrangement Act using the hypothetical assumptions
set out in Note B.

Opening cash balance reflects the estimated cash contained within the
Applicant’s account at RBC.

HST refunds relate to ITCs claimed by the Applicants and are assumed to
be received under normal filing cycles during the period covered by the
projections.

Compensation expense is based on current head count levels and
management’s estimate of future needs during the period covered by the
projections.

Feed costs are based on management’s estimate using the size of the
herd, current feed prices and expected feeding requirements during the
period covered by the projections.

Contracted mink care expenses are based on underlying contracts the
Applicant have entered into with third and related parties to grow mink,
including an estimate of year-end contract settlement payments.

Operating expenses are based on historical amounts.

Professional fees are based on estimates provided by the various
professional firms involved.

Repairs and maintenance expenses are based on historical averages and
are management’s best estimates of amounts required during the period
covered by the projections.

Pelting costs are based on management’s estimate using the size of the
herd and expected pelting costs.

DIP funding is based on the shortfall in the cash flow projections and will
be advanced in tranches of $250 thousand.




Deloitte.

The attached statement of projected cash flow of Victory Farms Incorporated and Jonathan
Mullen Mink Ranch Limited, as of the 251 day of November, 2016, consisting of weekly
projections for the period November 25", 2016 to February 17, 2017, has been prepared by the
management of the insolvent debtor for the purpose described in Note A, using the probable and
hypothetical assumptions set out in Note B.

Our review consisted of inquiries, analytical procedures and discussions related to information
supplied to us by the management and employees of the insolvent debtor. Since hypothetical
assumptions need not be supported, our procedures with respect to them were limited to
evaluating whether they were consistent with the purpose of the projection. We have also
reviewed the support provided by management for the probable assumptions and preparation and
presentation of the projection.

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

a) the hypothetical assumptions are not consistent with the purpose of the projection;

b) as at the date of this report, the probable assumptions developed are not suitably supported
and consistent with the plans of the insolvent person or do not provide a reasonable basis for the
projection, given the hypothetical assumptions; or

¢) the projection does not reflect the probable and hypothetical assumptions.

Since the projection is based on assumptions regarding future events, actual results will vary
from the information presented even if the hypothetical assumptions occur, and the variations
may be material. Accordingly, we express no assurance as to whether the projection will be
achieved.

The projection has been prepared solely for the purpose described in Note A, and readers are
cautioned that it may not be appropriate for other purposes.

Dated at Halifax, Nova Scotia this 21% day of November, 2016.

DELOITTE RESTRUCTURING INC.
Acting in its capacity as

Monitor of Victory Farms Incorporated and
Jonathan Mullen Mink Ranch Limited

and not in its personal capacity

Per:

! Y

James Foran, CPA, CA, CIRP, LIT
Vice President

Member of Deloitte Touche Tohmatsu Limited
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