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APPENDICES

Appendix “A"” -

Statement of receipts and disbursements for the period April 11, 2019
to January 28, 2020 '



INTRODUCTION

1)

2)

3)

4)

5)

6)

On April 11, 2019 (the "Date of Receivership”), Deloitte Restructuring Inc.
("Deloitte”) was appointed by Order of the Court of Queen’s Bench for Saskatchewan
in Bankruptcy and Insolvency (the “Receivership Order”) as the receiver (the
“Receiver”), without security, of all the personal property of EMW Industrial Ltd.
("EMW"), EMW Industrial Inc. ("EII"), E&S Morrison Family Holdings Ltd. ("E&S"),
Pepper Maintenance Canada (2005) Inc. ("PMC"”), EMW Holdings Ltd. ("Holdings"),
and EMW Real Estate Co. Ltd. ("Real Estate Co.”) (collectively the “Debtors” or the
“Companies”) acquired for, or used in relation to the business carried on by the
Debtors, including all proceeds thereof (the “Property”), including, but not limited to,

all goods, inventory, equipment, accounts receivable, and other intangibles, and all
proceeds of any of the Property.

The Receivership Order was granted as a result of an application by The Toronto-
Dominion Bank (“TD Bank”), which holds registered security over all of the
Companies’ present and after-acquired personal property (the “TD Bank Security”).

The Receiver issued its first report to Court (the “First Report”) on May 17, 2019 in
connection with seeking an Order of the Court approving the Farm Management
Agreement and the Inter-Creditor Priority Agreement (as defined in the First Report),
and the sale of existing grain inventory with respect to the operations of E&S Morrison
Family Holdings Ltd. On May 21, 2019, the Receiver issued the Supplement to the
First Report of the Receiver (the "Supplement to the First Report”) in connection
with seeking an Order of the Court approving the offer for 10 specific vehicles,
equipment and its associated inventory and the vesting of title to the assets to the
purchasers. The relief requested was granted by the Court pursuant to two Orders
pronounced on May 22, 2019 (the “May 22 Orders").

The Receiver issued its second report to Court (the “"Second Report”) on July 26,
2019 in connection with seeking the Court’s advice and direction in respect of the
operations of Canwest, and advice and direction in respect of the Summit Assets, and
obtaining the Court’s approval of the Century Proposal for the sale of assets. The Court
granted an order regarding these matters on August 2, 2019 (the "August 2 Order”)

All Court orders, together with related Court documents, the previous Receiver’s

~ Reports and this third report (the “Third Report”) have been posted on the Receiver’s

website (the "Receiver’'s Website”) at www.insolvencies.deloitte.ca/en-ca/EMW.

Unless otherwise provided, all other capitalized terms not defined in this Third Report
are as defined in the Receivership Order, the First Report, and the Second Report.

Purpose

7)

The purpose of this Third Report is to:

a) Provide the Court with an update of the Receiver’s activities since the date of the
Second Report;



b) Respectfully recommend that this Honourable Court:

i.  Approve the activities, fees, and disbursements of the Receiver as described
in this Third Report, including, without limitation, the steps taken by the
Receiver pursuant to the Receivership Order, and the fees of the Receiver’s
legal counsel;

ii. Approve the Receiver's combined statement of receipts and disbursements;

ii. Approve the interim distribution of funds to TD Bank as the senior secured
creditor of EMW; and

iv.  Provide such further and other relief that the Court considers just and
warranted in the circumstances.

Terms of Reference

8) In developing this Third Report, the Receiver has relied upon unaudited financial
information prepared by the Debtors’ management, the Debtors’ books and records
and discussions with its management. The Receiver has not audited, reviewed or
otherwise attempted to verify the accuracy or completeness of the information in a
manner that would wholly or partially comply with Generally Accepted Assurance
Standards pursuant to the Chartered Professional Accountants Canada Handbook and,
accordingly, the Receiver expresses no opinion or other form of assurance in respect
of the information.

Currency
9) All dollar amounts in this Third Report are in Canadian dollars, unless otherwise
indicated.

RECEIVER'S ACTIVITIES

10) The Receiver has undertaken the following activities since the date of the Second
Report:

a) Corresponded with various creditors, employees and other interested parties
with respect to the receivership proceedings;

b) Corresponded with Century Services Inc. ("Century”) and contractors
regarding the collection, consolidation and sale of assets by auction;

c) Corresponded with HSBC Bank Canada ("HSBC") with respect to inclusion of its
financed assets in the auction;

d) Administered the Wage Earner Protection Program and corresponded with
former employees with respect to same.



e)

f)
g)

h)

i)

k)

)

Responded to queries from Canada Revenue Agency (the "CRA”") regarding
EMW’s Goods and Services Tax ("GST") and payroll accounts, and reconciling
CRA’s deemed trust claim;

Addressed post-receivership GST matters;

Prepared of Records of Employment and T4 tax forms for former employees;

Continued with collection efforts in respect of outstanding accounts receivable
(\\ARII);

Corresponded with Great West Life with respect to the Companies’ pension plan
and its priority claim, discussed later in this Third Report;

Corresponded with McDougall Gauley LLP (*McDougall”), the Receiver’s legal
counsel, from time to time on various legal matters relating to the receivership;

Corresponded with Dentons Canada LLP, the Receiver’'s Alberta legal counsel, in
respect of a creditor dispute where McDougall was unable to act;

Drafted, reviewed and finalized this Third Report; and

m) Addressed additional matters as they arose from time to time.

ASSET REALIZATIONS

Accounts Receivable

11)

12)

13)

As at the Date of Receivership, the Receiver was provided with a copy of the Companies’
AR sub-ledger, which reflected EMW was owed approximately $4.6 million from numerous
customers.

As at the date of this Third Report, the Receiver has collected approximately $1.4 million
(31%) of EMW'’s outstanding AR.

The remaining approximately $3.2 million of outstanding AR comprise:

a)

b)

$52,000 owed from related entities. The Receiver is of the view that these amounts
are uncollectible due to the related entities’ inability to pay;

$320,000 appears to be subject to rights of setoff. Based on the Receiver’s review,
the Receiver believes that these amounts are uncollectible and no further collection
actions will be undertaken;



14)

¢) $1.7 million remains subject to disputes and lien claims. The Receiver continues its
assessment of each AR to determine if the disputes and liens are valid; and

d) The Receiver continues to follow up on $1.3 million of AR as it believes some may be
collectible as the Receiver has not yet received any response to its demands for
payment.

Based on the foregoing, the Receiver, with input from its legal counsel, will assess what
further commercially appropriate collection efforts should be considered, including
commencing legal action to collect outstanding amounts.

Auction Sales Process

15)

16)

17)

18)

Pursuant to the August 2 Order, the Receiver engaged Century Services ("Century”)
to sell the EMW assets pursuant to Century’s sale proposal.

Century consolidated assets from numerous locations throughout Western Canada and
Ontario to three locations, EMW's Yard in Saltcoats, Saskatchewan, Century Services
auction yard in ‘Fort Saskatchewan, Alberta, and Century Services auction yard in
Missisuaga, Ontario where Century held onsite and online auctions. The auction ran
from September 20, 2019 to September 24, 2019 and achieved gross sales proceeds
of approximately $2.6 million inclusive of the buyer’s premiums.

The commission and costs of the auction toatalled approximately $361,000 resulting
in net proceeds from the auction totalling approximately $2.2 million.

Included in the auction were 242 lots subject to secured financing agreements with
HSBC Bank Canada ("HSBC”). The Receiver and HSBC mutually agreed to include the
HSBC Assets in the auction subject to the same auction fees, costs, and commissions
as noted in the Century Proposal. The sale of the HSBC Assets was accounted for
separately and the Receiver has provided net proceeds of $167,000 to HSBC
accordingly.

Life Insurance Policy

19)

As discussed in the Second Report, EMW maintained keyman life insurance on Ewen
Morrison in the amount of $6.0 million (the “Sun Life Policy”) through Sun Life Assurance
Company of Canada. The Receiver has arranged to maintain the Sun Life Policy, in the
short term, and has been added as a loss payee on the policy. The Receiver and its legal
counsel are continuing to review available realization options, including the sale of the Sun
Life Policy.

CREDITORS CLAIMS

Secured Creditors

20)

McDougall previously conducted an independent review of the validity and enforceability
of each creditor’s security on the Companies’ assets and, subject to normal assumptions
and qualifications, determined the majority of the registrations were properly registered
and valid.



21)

22)

23)

With the exception of the TD Bank and FCC claims, the Receiver has resolved all other
secured creditor claims by either releasing the assets to the respective secured creditor
or where there was equity in the asset (the value exceeded the amount owed to the
secured creditor), the Receiver purchased the asset and included it in the auction process.

In addition to the TD Bank and FCC claims, several creditors have statutory priority claims
with all but two (2) resolved by the Receiver. These claims include:

a) CRA has completed its trust audits and filed its priority claim (the “CRA Priority
Claim”) in relation to the outstanding payroll source deductions owing by EMW.
Subsequently, CRA has advised the Receiver that additional adjustments are being
made to the payroll and GST accounts which may take up to 60 days to complete. The
Receiver will review and assess the CRA Priority Claim upon receipt of an amended
CRA Priority Claim.

b) The Receiver has also reviewed and processed the priority claims in respect of the
Wage Earner Protection Program Act (Canada) ("WEPPA") and has paid
approximately $384,000 to Service Canada as a priority claim ranking ahead of the
TD security.

c) London Life Insurance Company (“London Life”) submitted a proof of claim for
$133,982, including a priority claim of $120,922 for unpaid pension contributions that
had been deducted from employees’ wages but not remitted to London Life. The
Receiver reviewed the claim and issued a partial disallowance, allowing a priority claim
for $60,929. The amount disallowed related to non-EMW employees (employed by
E&S and subject to a separate claim) and where the pension contributions had not
been deducted from the employee’s wages as these wages were never paid. London
Life has not yet responded to the partial disallowance.

As noted in the First Report and the Second Report, TD Bank is the principal secured
creditor of EMW and was owed approximately $6.5 million at the Date of Receivership. TD
Bank has valid and enforceable security (as reported in McDougall’s Security Opinion).
Based on the Security Opinion, the Receiver is seeking approval from the Court to approve
the distribution of funds realized by the Receiver to TD Bank, as they relate to the TD
Bank Security, and as they become available up to the amount of the TD Bank
Indebtedness. Distributions will be subject to the Receiver maintaining sufficient funds to
satisfy the costs of the Receivership Proceedings, including among other things, payment
of the Receiver's fees and disbursements, McDougall’s fees and disbursements, and
outstanding Priority Claims (once properly proven and admitted by the Receiver).

Unsecured Creditors

24)

The amounts owed to TD Bank exceeds the funds realized in the receivership and
consequently there will be no distributions to unsecured creditors.



FEES AND DISBURSEMENTS OF THE RECEIVER

25)

26)

27)

The Receiver's professional fees are calculated based on hours spent at rates
established by each professional based on their qualifications and experience.

The Receiver’s fees and disbursements in relation to the administration of the
Receivership up to and including January 16, 2020 total approximately $547,875
(excluding GST).

In the Receiver's opinion, the services rendered in respect of these fees and
disbursements have been duly rendered in response to required and necessary duties
of the Receiver hereunder, and are reasonable in the circumstances. Detailed time
records supporting the invoice are available in the office of the Receiver.

FEES AND DISBURSEMENTS OF LEGAL COUNSEL

28)

The Receiver's legal counsel’s cumulative fees and disbursements on this matter total
approximately $131,000 (excluding GST) to January 16, 2020. The accounts of the
Receiver’s legal counsel are calculated based on hours spent at rates established by
each professional based on their qualifications and experience. The Receiver is of the
opinion that legal counsel’s fees are reasonable and appropriate in the circumstances.

STATEMENT OF RECEIPTS AND DISBURSEMENTS

29)

30)

The Receiver has prepared a Statement of Receipts and Disbursements (the "SRD") for
the period April 11, 2019 to January 28, 2020 for the Companies. The SRD is attached as
Appendix “A".

As at the date of this Third Report, the Receiver has realized sufficient funds from the
collection of accounts receivable and sale of certain Equipment and Inventory such that it

has not had to draw on the Court authorized Borrowing Facility to fund the receivership
proceedings. :

CONCLUSIONS AND RECOMMENDATIONS

31)

Based on the foregoing, the Receiver respectfully recommends that this Honourable
Court grant the relief detailed in Paragraph 7 b) of this Third Report and such further
and other relief, as this Honourable Court deems appropriate in the circumstances.



All of which is respectfully submitted at Calgary, Alberta this 28t day of January 2020.

DELOITTE RESTRUCTURING INC.

Solely in its capacity as

Court appointed Receiver of

The Property (as defined herein)

And not in it rsonal or corporate capacity

Roberf 1. Tayjbr, FCA, FCPA, CIRP, LIT, CFE
Senior Vice-President
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