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Introduction and Background

1. On April 4, 2024 (the “"Date of Receivership”), Deloitte Restructuring Inc. ("Deloitte”) was appointed
by Order (the “Receivership Order”) of the Supreme Court of Nova Scotia in Bankruptcy and
Insolvency (the “Court”) as receiver and manager (the “"Receiver”) without security, of all the assets,
undertakings and properties of TCAS Holdings Limited, Sustainable Fish Farming (Canada) Limited,
Sustainable Blue Inc., and TCAS IP Inc. (collectively the "Sustainable Group” or the "Debtors”)
acquired for, or used in relation to a business carried on by the Sustainable Group. A copy of the

Receivership Order is attached hereto as Appendix “A”.

2. The Sustainable Group owns and operates a land-based marine aquaculture facility in Hants County,
Nova Scotia (the “Facility”), where it grows Atlantic salmon. As at the Date of Receivership, the
Sustainable Group employed 30 personnel to care for and maintain the live inventory of approximately

512,000 fish in various growth stages.

3. The Receivership Order was granted as a result of an application by 4595756 Nova Scotia Limited
("459NSL"), with the consent of the Debtors, who holds registered security over the Sustainable Group’s
present and after acquired personal property (the "459NSL Security”). The Receiver’s counsel has
reviewed the 459NSL Security and provided the Receiver with a report thereon (the "459NSL Security
Opinion”). The Receiver’s counsel’s opinion notes that, subject to the usual qualifications therein, the

459NSL Security is valid and enforceable.

4. The materials filed in support of the Receivership Order contemplated a return application within 30 days
of the Receivership Date for further relief, specifically with respect to the amount that the Receiver is
authorized to borrower (the “"Receiver’'s Borrowings”) and the Receiver’s Borrowing Charge (as defined
in the Receivership Order). This return application is presently scheduled for May 21, 2024 (the "May 21

Application”).

5. The Receiver has undertaken an analysis of the near-term cash requirements of the Sustainable Group
and determined that additional secured borrowing authority is needed prior to the May 21 Application in
order to maintain the operations of the Facility as further discussed in this first report of the Receiver

(the “First Report”).
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6. The Receiver will file a further report, including additional information with respect to the Sustainable
Group and its operations and the administration of the receivership since the Date of Receivership, prior

to the May 21 Application.

7. The Receivership Order, together with related Court documents have been posted and this First Report
will be posted once filed on the Receiver’s website (the "Receiver’'s Website”) at

www.insolvencies.deloitte.ca/en-ca/Sustainable-Group.

8. Unless otherwise provided, all other capitalized terms not defined in this First Report are as defined in

the Receivership Order and all dollar references refer to Canadian funds.

Purpose

9. The purpose of this First Report is to:

a) Provide the Court with a brief update on the administration of the receivership since the Date of

Receivership; and
b) Respectfully recommend that the Court make an order:

i. approving an increase to the Receiver’s Borrowings and the Receiver’s Borrowing Charge from

$1.6 million to $2.5 million; and

ii. providing such further or other relief that the Court considers just and warranted in the

circumstances.
Terms of Reference

10. In preparing this First Report, the Receiver has relied upon unaudited financial information prepared by
the Debtors’ management and agents (collectively *“Management”), the Debtors’ books and records,
and discussions with 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. The Receiver may refine or alter its observations as further information is

obtained or brought to its attention after the date of this First Report.
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11. The Receiver 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 First Report. Any use, which any party

makes of this First Report, or any reliance or decision to be made based on this First Report, is the sole

responsibility of such party.

Receiver’s Activities Since the Date of the Receivership Order

12. The Receiver has undertaken the typical taking possession activities in accordance with the terms of the

Receivership Order, including, but not limited to:

a.

notifying employees and Management of the receivership and retaining their continued
services to maintain operations in the normal course. The Receiver engaged employees after

formally terminating their employment shortly after the Date of Receivership;

arranging to maintain insurance coverage over the Debtors’ assets and arranging for the

Receiver to be added as a loss payee on the existing insurance policies of the Debtors;

arranging for continued service from critical service providers;

issuing a statutory Notice and Statement of the Receiver (the “"Notice to Creditors”)
pursuant to subsection 245(1) and 246(1) of the Bankruptcy and Insolvency Act (Canada)

(the "BIA”),;

engaging in preliminary discussions with insurance adjusters and loss quantification experts
engaged by the Receiver in respect of an ongoing insurance claim that the Receiver is

pursuing on behalf of the Debtors;

opening new trust accounts in the name of the receivership estate to facilitate future receipts

and disbursements;

preparing and updating an operating receivership cash flow and statement of receipts and

disbursements;

corresponding with Cox & Palmer, the Receiver’s independent legal counsel, on various legal

matters relating to these receivership proceedings and the 459NSL Security Opinion;

corresponding with creditors and other stakeholders; and
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j. preparing this First Report.

13. As previously discussed in this First Report, the Receiver will provide a more robust reporting of its

activities since the Date of Receivership and the Debtors’ operations prior to the May 21 Application.
Statement of receipts and disbursements

14. The interim statement of receipts and disbursements (the “Interim SRD") reflecting the administration

of the receivership for the period April 4, 2024 to April 28, 2024 is below:

RECEIPTS

Borrowings under Receiver's Certificate 1,500
HST refunds 71
TOTAL RECEIPTS 1,571
DISBURSEMENTS

Capital expenditures 225
Biomass feed 146
Compensation 53
HST paid on disbursements 39
Operating supplies 21
Purchase of biomass 11
TOTAL DISBURSEMENTS 495
AMOUNT RETAINED IN TRUST ACCOUNT BY THE RECEIVER 1,076

Note: Dollar amounts in the table above are subject to rounding differences
Receiver’s Borrowings

15. Paragraph 26 of the Receivership Order authorizes the Receiver to borrow monies, as it may consider
necessary, to a maximum outstanding principal amount of $1.6 million without further Order of the

Court, all of which is subject to the Receiver’s Borrowing Charge (as defined in the Receivership Order).
16. The Receiver has borrowed a principal amount of $1.5 million by way of one (1) Receiver’s Certificate.

17. This draw has supported live inventory of approximately 512,000 fish. Substantially all cash inflows of

the Sustainable Group are provided by the Receiver’s borrowings.
Funding requirements and proposed increase to Receiver’'s Borrowing Charge

18. Additional borrowings are required to fund forecast obligations, including but not limited to, payroll, care
and maintenance of the live inventory, insurance, and necessary capital expenditures to be incurred

during these receivership proceedings up to and including the May 21 Application. The Receiver believes
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19.

20.

21.

22.

23.

that such borrowings are necessary and appropriate for the benefit of all stakeholders and to preserve
and enhance the value of the Sustainable Group in anticipation of a proposed sale and investment

solicitation process which will be discussed in detail at the May 21 Application.

The Receiver, in consultation with Management, has prepared a projected cash flow statement for the
period from April 29, 2024 to May 26, 2024 (the “Interim Cash Flow Statement”), attached hereto as

Appendix “"B"” and summarized below:

Receipts 52
Disbursements (1,997)
Forecast operating cash flow (1,945)
Opening cash balance as at April 29, 2024 1,076
Forecast closing cash balance as at May 26, 2024 (869)

The Interim Cash Flow Statement reflects that approximately $2.0 million (in addition to amounts
already spent) will be required for operational expenses between April 29, 2024 and May 26, 2024,
before restructuring professional fees of the Receiver and its legal counsel, and applicable interim
financing interest and costs. As a result, the Receiver estimates the forecast borrowings exceed the

Receiver’s current borrowing limit of $1.6 million by approximately $0.9 million.

The forecast borrowings contained in the Interim Cash Flow Statement are greater than the amount
approved by the Court due primarily to the timing of the May 21 Application. The borrowing limit set out
in the Receivership Order contemplated returning to Court on or before May 4, 2024; however, the
earliest available date to return to Court was May 21, 2024. The additional three weeks of operating

expenses was not accounted for when setting the Receiver’s current borrowing limit.

The increase to the Receiver’s Borrowings is critical to maintaining the live inventory and preserving the
Facility’s operations up to the May 21 Application. Without additional borrowings it is likely that current
inventory can be raised to maturity. Given the live nature of the inventory, any interruption in funding

could result in catastrophic loss.

Accordingly, the Receiver is seeking authorization to borrow a further $0.9 million, increasing the amount
to be borrowed by the Receiver from $1.6 million to $2.5 million, all of which will be subject to the

Receiver’s Borrowing Charge.
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24. The Receiver provided counsel to 459NSL with the Interim Cash Flow Statement on April 26, 2024. The
Receiver understands that 459NSL has reviewed the Interim Cash Flow Statement and is supportive of
the Receiver’s proposed increase in required borrowings and is supportive of providing same as set out in

a letter from 459NSL dated April 30, 2024, attached hereto as Appendix “'C".

25. The Receiver is of the view that the other creditors of the Sustainable Group will not be prejudiced by the
increase to the Receiver’s Borrowing and the Receiver’s Borrowing Charge, and instead may benefit from
such borrowings and the associated borrowing charge, as these may preserve the Debtors’ business as a

going concern and afford the opportunity for the Receiver to maximize potential returns for all creditors.

Conclusions and Recommendations

26. Based on the foregoing, the Receiver respectfully recommends that the Court grant the relief detailed in
Section 9(b) of this First Report and such further and other relief, as the Court deems appropriate in the

circumstances.
All of which is respectfully submitted at Halifax, Nova Scotia this 2" day of May, 2024.

DELOITTE RESTRUCTURING INC,,

Solely in its capacity as

Court-appointed Receiver and Manager of TCAS Holdings Limited,

Sustainable Fish Farming (Canada) Limited, Sustainable Blue Inc., and TCAS IP Inc.
and not in its personal or corporate capacity

Per:
o//
/
- J"’J y / ,{/

P /

=
James Foran, CPA, CA, CIRP, LIT Todd Ambachtsheer, cpPa, ca, CIRP, LIT
Senior Vice-President Senior Vice-President
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Sustainable Blue
Consolidated statement of cash flow (the "Forecast™)
For the weeks ending April 29 to May 26, 2024

Prepared by Deloitte Restructuring Inc. ("Deloitte") - Court Appointed Receiver and Manager
Prepared on April 28, 2024

Disclaimer
The Cash Flow Forecast was prepared by Management of the Sustainable Group of Companies. The information contained within the Forecast has not been
audited, reviewed, or otherwise verified by the Receiver and as such the Receiver offers no opinion, whether express or implied, regarding the accuracy of the
information contained within the Forecast. As the Forecast contemplates future cash flows, actual results with vary to that contained herein and these variances
may be material in nature.

Actuals Forecast Period
as at
Notes April 28, 2024
Opening cash 1 - 1,075,883 38,526 (141,285) (413,196) 1,075,883
Receipts
Receiver's Borrowings 2 1,500,000 -
HST Refunds 3 71,018 52,139 52,139
1,571,018 - - - 52,139 52,139
Disbursements
Compensation 4 145,574 77,961 28,736 52,961 28,736 188,394
Feed 5 224,879 90,000 - 65,000 144,000 299,000
Purchase of biomass 6 21,178 40,000 - - - 40,000
Repairs and maintenance 7 - 33,750 23,750 23,750 23,750 105,000
Utilities 8 - 180,000 - - 205,000 385,000
Operating supplies 9 11,368 29,911 25,500 23,500 25,500 104,411
Insurance 10 - 28,000 - - 28,000 56,000
Property costs 11 - 12,500 6,250 6,250 6,250 31,250
Communications 12 - 3,000 - - 3,000 6,000
Vehicle 13 - 3,000 - - 3,000 6,000
Interest and bank charges 14 34 100 1,000 1,000 1,000 3,100
Capital projects 15 52,663 429,401 75,000 79,500 - 583,901
HST paid on disbursements 16 39,439 109,734 19,575 19,950 39,975 189,234
Other -
495,135 1,037,357 179,811 271,911 508,211 1,997,290
Professional fees
Deloitte Restructuring Inc. 17 - - - - - -
Cox & Palmer 17 - - - - - -
Weekly cash flow 1,075,883 (1,037,357) (179,811) (271,911) (456,071) (1,945,151)

Ending cash/(shortfall) 1,075,883 38,526 (141,285) (413,196) (869,268) (869,268)




Notes and assumptions

1

11

12

13

14

15

16

17

Actual results incurred are as described in the Receiver's Interim Statement of Receipts and Disbursements, a copy of which is enclosed as Appendix xx to the
Receiver's First Report.

Per paragraph 26 of the Receivership Order granted April 4, 2024 by this Court, the Receiver is empowered to borrow up to $1,600,000. At the date of the
Forecast, the Receiver ha borrowed $1,500,000.

The above amount relates to a pre-filing excise tax refund that was received by the Sustainable Group and transferred to the Receiver on or about April 9, 2024.
Compensation expenses (including remittances to the Canada Revenue Agency) are based on current and planned headcount for the period covered by the

Feed expense is based on forecasted amounts and factors in lead time required for the supplier to have the product delivered to Nova Scotia

Purchase of biomass relates to the import of eggs from Icelandic supplier and the amounts above and based on the forecasted cadence of development for the
Repairs and maintenance are estimates based on historical amounts and known projects ongoing over the period covered by the Forecast.

Utilities cover amounts owing to Nova Scotia Power and an estimate for the use of redundancy generators to protect the biomass in the event of weather concerns.
Operating expenses cover freshwater deliveries, oxygen and water conditioning used in the growth of the biomass and is based on historical operating costs

Insurance is based on the actual amounts contained within the policy the Sustainable Group held with AON and has subsequently been transferred into the name of
the Receiver.

Property costs comprises of property taxes, premises rent and yard maintenance based on weekly historical averages.

Communications expense relate to the costs of phone, internet and cell phone expenses

Vehicle expenses cover fuel costs and maintenance on company vehicles and equipment.

Interest and bank charges are estimated based on standard banking arrangements and factor in the cost of wires as the majority of disbursements are being paid
Capital projects are estimates based on known projects ongoing at the farm, including improvements being made at RBR2 (nursery) along with work to get RBR5
HST disbursements are based off of expenditures that attract HST.

Professional fees relate to those of the Receiver and its legal counsel, none of which will be paid until the last week of May 2024.
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April 30, 2024
Via Email

Deloitte Restructuring Inc.
1741 Lower Water Street
Halifax, NS B3J 0J2

Attention: James Foran, Senior Vice President

Dear Mr. Foran:

Re: Receivership of TCAS Holdings Limited, Sustainable Fish Farming (Canada)
Limited, Sustainable Blue Inc., and TCAS IP Inc. (collectively, the “Sustainable
Group”)

On April 4, 2024, Supreme Court of Nova Scotia in Bankruptcy and Insolvency (the “Court”)
granted an order (the “Receivership Order") appointing Deloitte Restructuring Inc. as the
receiver and manager (the “Receiver") without security, of all of the assets, undertakings and
properties of the Sustainable Group acquired for, or used in relation to a business carried on by
the Sustainable Group.

Pursuant to the Receivership Order, 4595756 Nova Scotia Limited (“459NSL”) has advanced
$1,500,000 to the Receiver in order to fund the receivership and the continuing operations of the
Sustainable Group. The Receiver has requested that 459NSL provide an additional $1,000,000
to the Receiver in order to continue to fund the operations of the Sustainable Group up to and
including May 31, 2024.

| confirm that, subject to receipt of the applicable approvals from the Court, 459NSL agrees to
provide a further advance in the amount of $1,000,000 to the Receiver in accordance with the
terms of the Receivership Order. Such advance will be made to Receiver within three (3)
business days of written request for such advance by the Receiver.

Yours truly,

J{fm}«z %ﬂtws

Thane Stevens
President, 4595756 Nova Scotia Limited

4136-7024-1871
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