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INTRODUCTION

1. Pursuant to an Order (the "Receivership Order”) of the Supreme Court of British Columba (the
“Court”) dated August 9, 2024 (the "Date of Receivership”), Deloitte Restructuring Inc. was
appointed as receiver (in such capacity, the “"Receiver”), without security, of certain assets,
undertakings and properties of G3 Genuine Guide Gear Inc. (*"G3” or the "Company”). The
Court proceedings in which the Receiver was appointed are referred to herein as the
“Receivership Proceedings”.

2. The Receivership Order was granted pursuant to an application by the Royal Bank of Canada
("RBC"), the primary secured creditor of G3.

3. This is a supplement to the first report of the Receiver dated November 4, 2024 (the “First
Report Supplement”).

4. Unless otherwise provided, all other capitalized terms not defined in this First Report Supplement
are as defined in the Receivership Order or in the Receiver’s first report to Court dated November
4, 2024 (the “First Report”).

PURPOSE OF THE SUPPLEMENT TO THE FIRST REPORT

5. The purpose of this First Report Supplement is to provide the Court with additional information
pertaining to the Sale Process undertaken by the Receiver to realize on the assets of G3.

6. This First Report Supplement should be read in conjunction with the First Report and the
confidential supplement to the First Report dated November 7, 2024, which provides, among
other things, a detailed description of the Sale Process undertaken by the Receiver, the offers
received, and negotiations held with interested parties.

TERMS OF REFERENCE

7. In preparing this First Report Supplement, the Receiver has relied upon unaudited financial and
other information prepared by the Company’s accountants, the Company’s books and records,
and discussions with the former principal of the Company, Mr. Oliver Steffen (*"Mr. Steffen”).

8. 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 this information.

9. All dollar amounts in this First Report Supplement are in Canadian dollars, unless otherwise
indicated.

THE RECEIVER’S SALES PROCESS

Initial Offers Received and Negotiations

1. As outlined in the First Report, four (4) parties submitted offers to the Receiver on the Offer
Deadline of September 11, 2024.



Only one party (“"Party A”) submitted an offer for all assets (the “Party A Offer”). An
auctioning firm (the “"Auctioneer”) submitted an auction proposal (the “Auction Offer”). Some
retailers also submitted offers for specific items of inventory (the “"Retailer Offers”).

Party A is a company owned by a party related to Mr. Steffen and the Party A Offer was for all
of the assets of the Company including the Hard Assets and IP Assets. The Party A Offer
included the following more significant terms and conditions;

a) A net orderly liquidation value inventory appraisal value of a certain amount (the
“Inventory OLV Condition”), a release of the personal guarantees of Mr. Steffen
(the “Personal Guarantees”) held by both FWC and RBC (including the Mortgage
Security), all aspects of the assets are satisfactory, and financing (the "En-Bloc
Conditions”).

b) Removal of the En-Bloc Conditions by September 28, 2024 with a completion date of
no later than five (5) days following Court approval.

Several other parties had expressed interest in submitting an offer for the Company’s Hard
Assets and/or IP Assets and they requested and received various financial and other data
through the Data Room and engaged in phone call and email discussions with the Receiver.
One of the interested parties also engaged counsel. Ultimately, none of these parties
submitted offers by the Offer Deadline. Several of these parties provided the following
feedback to the Receiver regarding the rationale behind not submitting an offer:

a) A lack of certainty regarding the ability to acquire the IP Assets separately from FWC
and a lack of understanding around what the IP Assets included (such as patents,
trademarks, and potentially the Company’s website and URL). Additionally, the parties
raised issues with respect to establishing a structure or approach for a sale of the IP
Assets and determining the value of the same.

b) Parties had concerns regarding the ability to manufacture finished goods from the raw
material inventory and sell without possession of the Company’s patents and IP
Assets.

c) Parties cited the Company’s history of declining sales prior to the Date of Receivership.

d) Parties mentioned their inability to source and/or secure a financing commitment or
term sheet prior to the Offer Deadline.

The Receiver faced challenges in considering the Retailer Offers due to the need to separate
specific inventory items before finalizing either the Auction Offer or the Party A Offer. To
address this, the Receiver will relay the interest expressed through the Retailer Offers to the
eventual purchaser, allowing it to consider these offers upon the completion of the transaction.

After the Offer Deadline but before any offers were accepted, the Receiver received additional
correspondence from new parties expressing their interest in the Company’s assets. The
Receiver informed these parties that the Offer Deadline had passed and advised them to
review the Receiver’'s Website for further details regarding the ongoing process.

On September 12, 2024, the Receiver requested that Mr. Steffen confirm details regarding the
financing of the Party A Offer and/or to provide proof of funds.

On September 13, 2024, Mr. Steffen confirmed that Party A was arranging financing through a
commercial finance company (the “Party A Financier”) and that a commitment letter or term
sheet would not be issued until and unless the Receiver accepted the Party A Offer. Mr. Steffen
also noted that it was the Party A Financier requiring the En-bloc Conditions as a requirement
for their financing, including the Inventory OLV Condition. Mr. Steffen explained that the
required appraisal would take approximately two weeks to complete and that no scheduling or
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other commitments had as yet been made with the appraiser. The Receiver explained to Mr.
Steffen that a commitment letter or term sheet in writing from the Party A Financier was a
requirement in order for the Party A Offer to advance.

After various back and forth with Mr. Steffen, on September 17, 2024, the Receiver obtained
an expression of interest ("EOI"”) from the Party A Financier indicating the terms of the
financing with Party A. However, the EOI included a specific provision that it did not constitute
any form of commitment. The Receiver indicated to Mr. Steffen and to the Party A Financier
that the EOI provided was not a commitment letter or term sheet and that in order for the
Party A Offer to be presented to the Lenders, such a commitment letter or term sheet was
required.

On September 20, 2024, the Receiver held further discussions with RBC where they explained
their aversion to releasing the Personal Guarantees as required in the En-bloc Conditions, but
that they would consider the Party A Offer subject to FWC’s agreement.

On September 23, 2024, the Receiver held a discussion with FWC, and the following concerns
were noted regarding the Party A Offer:

a) Financing appeared doubtful with the Inventory OLV Condition and at the level
required to meet the purchase price offered.

b) The Party A Financier had still not provided a commitment letter or term sheet.

c) Mr. Steffen did not appear to have sufficient funds to operate the business on a go-
forward basis and any kind of future royalty or other agreement for the IP Assets
would not be viable.

d) Alternative offers for the IP Assets had been received by FWC that equated to more
than the amount allocated to those assets in the Party A Offer.

On September 26, 2024, the Receiver held a conversation with the Party A Financier to follow
up on the conversation that took place on September 18, 2024, and to understand whether a
commitment letter or term sheet would be provided. The Party A Financier explained that Mr.
Steffen had not paid its fee, nor the cost of an appraisal, and that they were not interested in
preparing a conditional commitment letter without additional assurances that the Lenders
would agree to release the Personal Guarantees against Mr. Steffen.

On September 27, 2024, the Receiver obtained from Mr. Steffen a term sheet with the Party A
Financier outlining their conditional offer to extend financing to Party A. This term sheet was
not signed by either party and listed a number of costs expected to be incurred by Party A or
covered by the financing, including the Party A Financier’'s work and legal fees, appraisal costs,
key man life insurance, and various business-related insurance policies upon closing. Mr.
Steffen separately and on several occasions expressed to the Receiver that he did not have
additional funds available but was nevertheless confident he would receive financing from the
Party A Financier.

After careful consideration, the Receiver determined that while the Party A Offer was the only
en-bloc offer received during the Sale Process and had the potential to maximize recovery by
ensuring the continuation of operations and completion of the extensive raw material
inventory with the patents subject to security in favor of FWC, there was significant risk and
uncertainty with closing the Party A Offer. Consequently, following extensive discussions with
the Lenders and the need to act swiftly to avoid losing sales from the upcoming ski season,
the Receiver had no alternative but to proceed with the Auction Offer.
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While in discussions with the Auctioneer to finalize an auction agreement (the “Auction
Agreement”), on October 9, 2024, the Receiver was contacted by FWC that they would now
be amenable to quickly coming to an agreement to sell the IP Assets as part of an en-bloc
offer.

On October 9, 2024, the Receiver was contacted by Mr. Steffen who indicated that he was
working with a former interested party, ("Party X”), to submit a new en-bloc offer. Up to this
point, the Receiver was under the impression that Mr. Steffen was continuing to work with the
Party A Financier to remove conditions on his offer prior to the Receiver’s court application
approving the Auction Agreement. The Receiver explained that it would review any offers
submitted but would not be actively working to solicit any others due to the passing of the
Offer Deadline. Given the uncertainty with this offer, the Receiver continued to make
arrangements for an auction, including having Dentons review the terms of the Auction
Agreement.

On October 11, 2024, the Receiver was contacted by another former interested party,
Canadawide Sports Inc. ("CSI”). CSI indicated they did not submit an offer by the Offer
Deadline due to their concerns with acquiring the IP Assets separately from FWC. The Receiver
understands that FWC communicated with CSI and select other parties to indicate they would
now be more agreeable to selling the IP Assets as a part of an en-bloc offer. As with Party X,
the Receiver explained to CSI that it would review any unsolicited offers submitted.

On October 14, 2024, CSI travelled to Vancouver to inspect the Company’s equipment and
inventory at the Premises. The Receiver did not provide additional information that was not
previously made available in the Sales Process.

On October 18, 2024, CSI submitted an unsolicited offer to the Receiver (the “CSI Initial
Offer”) for both the Hard Assets and IP Assets of the Company.

The Receiver notes that the CSI Initial Offer included the following more significant terms and
conditions:

a) An “as is, where is” offer for the purchase of the Hard Assets and IP Assets free and
clear of all liens and encumbrances.

b) A refundable deposit, the amount of which was deposited into the Receiver’s trust
account on October 18, 2024.

c) Inclusion of IP Assets in the Receivership Order via an amendment for them to be
transferred via the Approval and Vesting Order.

d) Inclusion of any contracts or agreements that may be assigned as directed by CSI
(including the Lease for the Premises).

e) Closing by the fifth business day following removal of any conditions and no later than
October 31, 2024.

On October 19, 2024, Party X submitted an unsolicited offer to the Receiver through a
company (the “Party X Initial Offer”) for both the Hard Assets and IP Assets of the
Company.

The Receiver notes the Party X Initial Offer included the following more significant terms and
conditions:

a) An “asis, where is” offer for the purchase of the Hard Assets and IP Assets free and
clear of all liens and encumbrances.
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b) A refundable deposit, the amount of which was confirmed to be held by Party X’s
company’s counsel on October 20, 2024.

c) Inclusion of IP Assets in the Receivership Order via an amendment for them to be
transferred via the Approval and Vesting Order.

d) Assignment of the Lease for the Premises.
e) Inspection of the assets at the Premises on or before October 22, 2024.
f) Release of the Personal Guarantees of Mr. Steffen by RBC and FWC.

g) Removal of the conditions by October 28, 2024 with a completion date of no later than
five (5) days following Court approval.

On October 21, 2024, the Receiver discussed the CSI Initial Offer and Party X Initial Offer with
the Lenders. FWC noted that both offers were too low for the IP Assets and, that given the
minimal recovery, FWC was prepared to instead hold onto the IP Assets indefinitely for the
purposes of eventually running a sales process of their own. RBC also indicated that both
offers were too low, in particular and in light of the release of the Personal Guarantees in the
Party X Initial Offer, among other factors.

On October 21, 2024, the Receiver communicated to both parties that neither Lender was in a
position to approve their offers as submitted and they both needed to come back with their
best and final offers. CSI indicated that it would be willing to modify the terms and conditions
of the offer not agreeable to the Receiver and accelerate a closing, but would not be increasing
the purchase price. Party X indicated that he would reconsider the Party X Initial Offer after
viewing the assets at the Premises.

On October 22, 2024, the Receiver allowed Party X and Mr. Steffen access to the Premises for
the purpose of reviewing the state of the inventory and equipment of the Company.

On October 22, 2024, Party X submitted a revised offer with a higher purchase price for both
the Hard Assets and IP Assets. All other terms and conditions remained unchanged. The
Receiver communicated the revised offer to both Lenders.

The Receiver held various discussions with both Party X and the Lenders and ultimately came
to an agreement with Party X on October 29, 2024 for a further increased purchase price (the
“Party X Final Offer”). The Party X Final Offer was agreed to by both Lenders and a marked
up version of the agreement for the Party X Final Offer was provided to Party X on October 29,
2024.

On the morning of October 28, 2024, CSI submitted a revised offer after previously
communicating to the Receiver that the CSI Initial Offer was the best and final offer. This offer
was for a further increase in purchase price, with all other terms and conditions essentially the
same, and was provided by CSI after the Receiver was moving forward with the Party X Final
Offer. The Receiver notified CSI that it was moving forward with another party and CSI
submitted another unsolicited offer on the evening of October 28, 2024 for an even greater
purchase price (the "CSI Revised Offer”).

On October 30, 2024, the Receiver followed up with Party X in regards to the Party X Final
Offer and was informed that the Party X Final Offer was being rescinded. The Receiver was
aware that the Party X Final Offer involved Mr. Steffen working alongside the purchaser to
restart G3’s operations and involved employment and other agreements, but was not made
aware there were any issues with these agreements until October 30, 2024. The Receiver
understands that negotiations broke down on the evening of October 29, 2024, and that the
parties could not come to an agreement on final terms and were not moving ahead.



30. On October 30, 2024, the Receiver contacted CSI and CSI was prepared to move forward with
the CSI Revised Offer.

31. The Receiver held various discussions with the Lenders on October 30, 2024 and came to an
agreement with RBC to reallocate the CSI Revised Offer purchase price between the Hard
Asset and IP Assets. This formed the basis of the CSI Final Offer and several mark ups were
agreed to and the CSI Final Offer was executed by the Receiver and CSI on November 1,
2024. A copy of the redacted version of the CSI Final Offer is attached to the First Report.

32. Concurrently, on October 31, 2024, the Receiver was contacted by another party (“"Party Y”),
who indicated they were in discussions with Mr. Steffen regarding a potential purchase of the
Company’s assets on the same terms and conditions as the Party X Final Offer. Party Y
indicated they needed some time to complete due diligence and could submit an offer by no
earlier than November 7, 2024. The Receiver had a call with Party Y on the morning of
November 1, 2024 to discuss their interest and the Receiver communicated that it was not in a
position to delay until November 7, 2024 for the possibility of a new offer materializing and it
was in the process of moving forward with a Court application for a sale approval in the next
week.

Comments on the CSI Final Offer Purchase Price

33. The final purchase price agreed to under the CSI Final Offer is a reduction to the purchase price
under the Party X Final Offer. The difference in the purchase price for the Hard Assets can be
attributed to the fact that the Party X Final Offer required both Lenders to release the Personal
Guarantees and related collateral on Mr. Steffen. The Party A Offer was from a related party and
did not advance so it is not considered in this analysis.

34. RBC and FWC support the CSI Final Offer. The time required to sell, and market price uncertainty
are critical factors for the Lenders. Even though the CSI Final Offer is a reduction to the purchase
price under the Party X Final Offer, these offers contemplate different conditions. Among other
things, the Lenders are not required to release the Personal Guarantees as a condition of the
CSI Final Offer.

All of which is respectfully submitted at Vancouver, BC this 7th day of November, 2024.

DELOITTE RESTRUCTURING INC.

In its capacity as Court-Appointed Receiver of
G3 Genuine Guide Gear Inc.,

and not in its personal capacity

A _,2/}\/‘/

Per: Jeff Keeble, CPA, CA, CIRP, LIT
Senior Vice-President
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