District of: Ontario

Division No. 09 - Toronto
Court No. 31-2599042
Estate No. 31-2599042

_FORM®68_ [x] Original - [T] Amended
Notice of Bankruptcy, First Meeting of Creditors
(Subsection 102(1) of the Act)

In the matter of the bankruptcy of
Best Made Toys International, ULC
of the City of North York, in the Province of Ontario

Take notice that:

1. Best Made Toys International, ULC filed (or was deemed to have filed) an assignment on the 20th day of December 2019, and the
undersigned, Deloitte Restructuring Inc., was appointed as trustee of the estate of the bankrupt by the official receiver (or the Court), subject to
affirmation by the creditors of the trustee's appointment or substitution of another trustee by the creditors.

2. The first meeting of creditors of the bankrupt will be held on the 8th day of January 2020, at 10:00 AM, at the office of Deloitte Restructuring
Inc., at 8 Adelaide Street West, Suite 200, Toronto, ON, M5H 0A9.

3. To be entitled to vote at the meeting, a creditor must lodge with the trustee, before the meeting, a proof of claim and, where necessary, a proxy.

4. Enclosed with this notice is a proof of claim form, proxy form, and list of creditors with claims amounting to $25 or more showing the amounts of
their claims.

5. Creditors must prove their claims against the estate of the bankrupt in order to share in any distribution of the proceeds realized from the estate.

Dated at the City of Toronto in the Province of Ontario, this 20th day of December 2019.

Delqitte Restructuring Inc. - Licensed Insolvency Trustee

Jondi oD\

Bay Adelaide East
8 Adelaide Street West, Suite 200
Toronto ON M5H 0A9

Fax: (416) 601-6690
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Deloitte Restructuring Inc.

Bay Adelaide East

8 Adelaide Street West, Suite 200
Toronto ON M5H 0A9
_ Fax: (416) 601-6690

District of: Ontario
Division No. 09 - Toronto
Court No. 31-2599042
Estate No. 31-2598042
FORM 31
Proof of Claim

{Sections 50.1, 81.5, 81.6, Subsections 65.2(4), 81.2(1), 81.3(8), 81.4(8), 102(2), 124(2), 128(1),
and Paragraphs 51(1)(e) and 66.14(b) of the Act)

In the matter of the bankruptcy of
Best Made Toys International, ULC
of the City of North York, in the Province of Ontario

All notices or correspondence regarding this claim must be forwarded fo the following address:

In the matter of the bankruptey of Best Made Toys International, ULC of the City of North York in the Province of Ontario and the claim of

, creditor,
l, (name of creditor or representative of the creditor), of the cityof ______ inthe
province of , do hereby certify:
1. That | am a creditor of the above named debtor (or | am {positionttitle) of

creditor),
2. That | have knowledge of all the circumstances connected with the claim referred to below.

3. That the debtor was, at the date of bankruptcy, namely the 20th day of December 2019, and stillis, indebted to the creditor in the sum
of § , as specified in the statement of account (or affidavit) attached and marked Schedule "A", after deducting any
counterclaims to which the debtor is entitled. (The attached statement of account or affidavit must specify the vouchers or other evidence in

support of the claim.)

4. (Check and complete appropriate category.)
O A UNSECURED CLAIMOF §
(other than as a customer contemplated by Section 262 of the Act)

That in respect of this debt, | do not hold any assets of the debtor as security and
(Check appropriate description.)

O  Regarding the amount of § , | claim a right to a priority under section 136 of the Act.

O  Regarding the amount of $ , | do not claim a right to a priority.
(Set out on an attached sheet details to support priority claim.)
O B.CLAIM OF LESSOR FOR DISCLAIMER OF A LEASE $
That | hereby make a claim under subsection 65.2(4) of the Act, particulars of which are as follows:
(Give full particulars of the claim, including the calculations upon which the claim is based.)
O ¢ SECUREDCLAIMOF$

That in respect of this debt, | hold assets of the debtor valued at § as security, particulars of which are as follows:
(Give full particulars of the security, including the date on which the security was given and the value at which you assess the security,
and aftach a copy of the security documents.)

O D.CLAIMBY FARMER, FISHERMAN OR AQUACULTURIST OF §

That | hereby make a claim under subsection 81.2(1) of the Act for the unpaid amount of §
(Attach a copy of sales agreement and delivery receipts.)

Page 1 0of 2



FORM 31 — Concluded

E. CLAIM BY WAGE EARNER OF §
That | hereby make a claim under subsection 81.3(8) of the Act in the amount of § ,
That! hereby make a claim under subsection 81.4(8) of the Act in the amount of §

F. CLAIM BY EMPLOYEE FOR UNPAID AMOUNT REGARDING PENSION PLAN OF §
That | hereby make a claim under subsection 81.5 of the Act in the amount of §

OoonOo ooanQ

That I hereby make a claim under subsection 81.6 of the Act in the amount of §

O G.CLAIM AGAINST DIRECTOR §

(To be completed when a proposal provides for the compromise of claims against directors.)
That | hereby make a claim under subsection 50(13) of the Act, particulars of which are as follows:
(Give full particutars of the claim, including the calculations upon which the claim is based.)

O H. CLAIM OF A CUSTOMER OF A BANKRUPT SECURITIES FIRM $

That | hereby make a claim as a customer for net equity as contemplated by section 262 of the Act, particulars of which are as follows:
(Give full particulars of the claim, including the calculations upon which the claim is based.)

5. That, to the best of my knowledge, | {am/am not) (or the above-named creditor (isfis not)) related to the
debtor within the meaning of section 4 of the Act, and (have/has/have nothas not) dealt with the debtor in a non-arm's-length manner.

6. That the following are the payments that | have received from, and the credits that | have allowed to, and the transfers at undervalue
within the meaning of subsection 2(1) of the Act that | have been privy to or a party to with the debtor within the three months (or, if the creditor
and the debtor are related within the meaning of section 4 of the Act or were not dealing with each other at arm's length, within the 12 months)
immediately before the date of the initial bankruptcy event within the meaning of Section 2 of the Act: (Provide details of payments, credits and
transfers at undervalue.)

7. (Applicable only in the case of the bankruptey of an individual)

[0 Whenever the trustee reviews the financial situation of a bankrupt to redetermine whether or not the bankrupt is required to make
payments under section 68 of the Act, | request to be informed, pursuant to paragraph 68(4) of the Act, of the new fixed amount or
of the fact that there is no longer surplus income.

O 1 request that a copy of the report filed by the trustee regarding the bankrupt's application for discharge pursuant o subsection
170(1) of the Act be sent fo the above address.

Dated at , this day of

Witness
Creditor

Phone Number:
Fax Number :
E-mail Address :

NOTE: If an affidavitis attached, i must have been made before a person quakfied to take affidavits.

WARNINGS: A trustee may, pursuant to subsection 128(3) of the Act, redeem a security on payment to the secured creditor of the debt or the valus of the security as assassed, in a proof of
security, by the secured creditor.

Subsection 2011} of the Act provides severe penalfies for making any false claim, proof, declaration or statement of account.
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Instructions To Creditors

Proof of Claim form
General

Creditors are required to file their claims with the Trustee prior to the time appointed for the meeting of creditors in order to be
eligible to vote.

The proper name of the claimant and its complete address, to which all notices or correspondence are to be forwarded, must be shown.

The proof of claim form must be completed by a person, not by a corporation. The person completing the proof of claim form on
behalf of a corporation shall indicate his official capacity, such as “Credit Manager”, “Secretary”, “Authorized Agent”, etc.

A proper proof of claim must be supported by a Statement of Account, marked “A”, providing details, such as date, invoice numbers
and amounts owing, the total of which agrees with the amount indicated on the claim.

All sections of the proof of claim must be completed. Any non-applicable wording should be crossed out.
The signature of the creditor or declarant on the claim must be witnessed.

Paragraph 3

A detailed statement of account must be attached to the proof of claim and must show the date, the number and the amount of all the
invoices or charges, together with the date, the number and the amount of all credits or payment. A statement of account is not
complete if it begins with an amount brought forward.

Paragraph 4

The individual completing the proof of claim must strike out those subsections which do not apply. The priority referred to in
subsection C a landlord for rent arrears and acceleration rent, if included in the lease, municipalities, if their claims are not a charge
against title, and departments of federal and provincial governments.

All Secured Creditors must attach to their proofs of claim, a certified true copy of their security documents and details of registration.

Paragraph 5

All claimants must indicate whether or not they are related to the debtor, as defined by The Bankruptcy & Insolvency Act, by striking
out “ARE” or “ARE NOT”.

Paragraph 6
All claimants must attach a detailed list of all payments or credits received or granted, as follows:

a) within the three (3) months preceding the bankruptcy or the proposal, in the case where the claimant and the debtor are not
related.

b) within the twelve (12) months preceding the bankruptcy or proposal, in the case where the claimant and the debtor are
related.

Voting/Proxy

Any unsecured creditor may vote in person or by proxy, but when a proxy is attending the meeting, he must be so appointed by the
creditor. When the creditor is a corporation, the person attending the meeting of the creditors, including the declarant, must be
appointed proxy by an officer of the corporation having status to make such an appointment.

Note

Section 201(1) of The Bankruptcy & Insolvency Act states: “Where a creditor, or a person claiming to be a creditor, in any
proceedings under this Act, wilfully and with intent to defraud, makes any false claim or any proof, declaration or statement of
account, that is untrue in any material particular, he is guilty of an offence and is liable on summary conviction to a fine not exceeding
one thousand dollars, or to imprisonment for a term not exceeding one year, or both.”
Deloitte Restructuring Inc.
Attention: Emily Klein
Bay Adelaide East
8 Adelaide Street West, Suite 200
Toronto, Ontario M5H 0A9
Telephone: (416) 601-6696
Fax : (416) 601-6690



District of: Ontario

Division No. 09 - Toronto
Court No. 342599042
Estate No. 312599042
FORM 36
Proxy

(Subsection 102(2) and paragraphs 51(1)(e) and 66.15(3)(b) of the Act)

In the matter of the bankruptcy of
Best Made Toys International, ULC
of the City of North York, in the Province of Ontario

I, , of , a creditor in the above matter, hereby
appoint , of ,tobe
my proxyholder in the above matter, except as to the receipt of dividends, {with or without)

power to appoint another proxyholder in his or her place.

Dated at , this day of
Witness Individual Creditor
Witness

Name of Corporate Creditor

Per
Name and Title of Signing Officer

Return To:

Deloitte Restructuring Inc. - Licensed Insolvency Trustee

Bay Adelaide East
8 Adelaide Street West, Suite 200
Toronto ON M5H 0AS
Fax; (416) 6016690
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District of: Ontario
Division No. 09 - Toronto Orlgmal DAmended
Court No.
Estate No.
_Form 78_
Statement of Affairs (Business Bankruptcy) made by an entity
(Subsection 49(2) and Paragraph 158(d) of the Act / Subsections 50(2) and 62(1) of the Act)
In the matter of the bankruptcy of
Best Made Toys International, ULC
of the City of North York, in the Province of Ontario
To the bankrupt

You are required to carefully and accurately complete this form and the applicable attachments showing the state of your affairs on the date of the bankruptcy, on the
19th day of December 2019. When completed, this form and the applicable attachments will constitute the Statement of Affairs and must be verified by oath or solemn

declaration.

LIABILITIES ASSETS
(as stated and estimated by the officer) (as stated and estimated by the officer)
1. Unsecured creditors as per list "A".................. 20,206,276.87 1 INVBNORY oies s ssiimn 5 & s wamn wwum v & uwemEs 3 4 5 8 0.00
Balance of secured claims as perlist"B"........... : 17,449,485 .44 2. Trade fixtures, etc. ... E : 0.00
) S 3. Accounts receivable and other receivables, as per list "E"
Total unsecured creditors . ... ................. M GO0l 246,229.00
2. Secured creditors as per list"B" . ... ................ 3,799,171.56 Doubtful .. ................ 0.00
. N 1,514.00 Bad. ... ............ .... 0.00
3. Preferred creditors as per list"C" ................... Eeiistedic prooIce ... — 246,229.00
4. Contingent, trust claims or other liabilities as per list "D" 0.00 4. Bills of exchange, promissory note, etc., as per list"F" . .. 0.00
estimated to be reclaimable for ................... 5. Deposits in financial institutions .. ................... 0.00
Total liabilities. .. ................. ... 41,456,447 .87 6.Cash .................... e 3,552,942.56
SUMIUS . ... _—T T HEOIOK: s 5 s weme oy R .
8. Machinery, equipmentand plant. .................... 0.00
9. Real property or immovable as per list"G" . ... ......... 0.00
10, FUMMBUPG!: w506 » svsmmas smmie sroen sica s gsom o swaereia 0.00
11 RRSPs, RRIFs, life insurance, etc................. . 0.00
12. Securities (shares, bonds, debentures, etc.). . ... ... .. 0.00
13. Interests under wills . ... ............ 0.00
14. Vehicles . . e . 0.00
15. Other property, as per list"H" . .................... 0.00
If bankrupt is a corporation, add:
Amount of subscribed capital . . . . 0.00
Amount paid on capital .. .......... 0.00
Balance subscribed and unpaid. . . ... .. ... i & % 8 0.00
Estimated to produce .. ... ... 0.00
Total assels . < vuwen damis & srowen 3,799,171.56
Deficiency .. ............ 37,657,276.31

I, DRI as Receiver & Manager of Best Made Toys International, ULC, of the City of Toronto in the Province of Ontario, do swear (or solemnly declare) that this
statement and the attached lists are to the best of my knowledge, a full, true and complete statement of my affairs on the 19th day of December 2019 and fully
disclose all property of every description that is in my possession or that may devolve on me in accordance with the Act.

SWORN (or SOLEMNLY DECLARED)

before me at the Gty of Toronto in the Province rio,.on this 19th day of December 2019.

Jorder~ St L e

DRI as Receiver & Manager of Best Made
Toys International, ULC

%ﬁg// f NnNe
T rfons [%jk‘;7
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[ ] Deloitte Restructuring Inc.
Bay Adelaide East
o 8 Adelaide Street West, Suite 200
Toronto ON M5H 0A9
Phone: (416) 601-6150
Fax: (416) 601-6690
www.deloitte.ca

CANADA

DISTRICT OF ONTARIO
DIVISION No.: 09 - Toronto
COURT No.: 31-2599042
ESTATE No.:  31-2599042

IN THE MATTER OF THE BANKRUPTCY OF: BEST MADE TOYS INTERNATIONAL, ULC ( "Best
Made Toys” or "BMT” or the "Bankrupt”), formed
under the laws of Ontario, formerly having its head
office at 120 St. Regis Crescent N, North York,
Ontario, M33 1Z3

Bankrupt

TRUSTEE’'S REPORT TO CREDITORS ON PRELIMINARY ADMINISTRATION

The Bankruptcy and Insolvency Act provides for a first meeting of creditors. The purpose of
this Report is to provide information to the creditors of the Bankrupt for consideration at the
first meeting of creditors. Unless otherwise noted all figures are in USD, the Bankrupt’s
reporting currency.

SECTION A - BACKGROUND

Deloitte Restructuring Inc. was appointed as Receiver and Manager (the “Receiver”) of Best Made
Toys by Order of the Ontario Superior Court of Justice (the “Court”) on-April 25, 2019. For a copy of
the appointment order issued April 25, 2019 (the “Receivership Order”), subsequent Court orders,
the reports of the Receiver to date and further information on the activities of the Receiver, please
refer to the Receivership website (the "Website”) at:

http://www.insolvencies.deloitte.ca/en-ca/bmt

The largest creditor of BMT is the Bank of Montreal ("BMO”) pursuant to a credit agreement between
BMO and BMT. As security for BMT's obligations and liabilities to BMO under the credit agreement,
BMT executed, among other things, a general security agreement in favour of BMO.granting a security
interest over all of BMT's assets. The outstanding balance on the BMO credit facilities at the time the
Receivership Order was issued was approximately $22.4 million. The accounting book value of BMT’s
assets at the date of bankruptcy totaled approximately $3.8 million and all owned assets are subject
to BMO's security.

The Receiver began exercising its powers in respect to its appointment on April 25, 2019. On the
Receivership date, the Receiver took possession of the property located at 120 St. Regis Crescent N,
North York, Ontario, M3] 1Z3 and an additional leased premise at 53 Bakersfield Street, North York,
Ontario, M3] 1Z4. As of November 1, 2019, the Receiver has vacated the leased premise at 120 St.
Regis Crescent North. As of November 30, 2019, the Receiver vacated the leased premise at 53
Bakersfield.

On June 27, 2019, the Receiver entered into an Asset Purchase Agreement ("APA") with Kellytoy
Worldwide, Inc. ("Kellytoy”). Pursuant to the APA, Kellytoy purchased substantially all of BMT's
inventory, other raw materials, and certain fixed assets.

Deloitte Restructuring Inc. 1



The Receiver engaged Platinum Assets Services Inc. to sell various remaining fixed assets that were
excluded in the APA.

Pursuant to paragraph 3(r) of the Receivership Order, the Receiver is empowered and authorized to
assign BMT into bankruptcy.

For additional information in respect of factors leading to BMT’s insolvency, please see the Report of
the Proposed Receiver, dated April 23, 2019, posted on the Website.

SECTION B - PRELIMINARY EVALUATION OF ASSETS AND DETAILS OF SECURITY
INTERESTS

A preliminary evaluation of the assets and liabilities of BMT as at the Date of Bankruptcy is as follows:

Best Made Toys International, ULC
Preliminary assessment of assets and liabilities
As at the date of bankruptcy ($000)

Assets

Cash

Accounts receivable
Inventory

Other

Fixed assets

Total assets -

[ I I B |

Liabilities

Secured claims - BMO 3,799
Secured claims - other -
Unsecured claims 37,656
Preferred Creditor 2
Total liabilities 41,456

Deficit (41,456)

The primary assets of BMT are cash and accounts receivable balances. The Receiver continues to
collect the outstanding accounts receivables in due course.

As noted above, the main creditor of BMT is BMO. Other creditors include BMT’s former employees (all
of whose employment was terminated on April 25, 2019), SJ Capital Partners V LLC as a holder of
unsecured subordinated notes, Gerald and Anne-Marie Seetner as lenders of an unsecured vendor
take-back loan, and Canada Revenue Agency ("CRA") for HST amounts resulting from the GST/HST
returns for the period from January 1, 2018 to April 25, 2019.

The Receiver has administered the employees’ Wage Earner Protection Program (“"WEPP")
applications and responded to employee inquiries as received. The WEPP packages were mailed to
employees on May 3, 2019. A total of 16 packages were mailed to former employees, as two
employees were not eligible for WEPP. A total of 15 proofs of claim in respect of WEPP have been
received by the Receiver. The Receiver will continue to administer the WEPP program on behalf of
former employees as required.

Former employees of BMT who have submitted proofs of claim to the Receiver do not need to re-
submit proofs of claim to BMT’s Licensed Insolvency Trustee (the “Trustee”) for the purpose of the
bankruptcy administration. All accepted claims filed with the Receiver will be accepted by the Trustee,
subject to the appropriate reduction in claims for WEPP receipts.

SECTION C ~ BOOKS AND RECORDS

The Trustee, via the Receiver, has access to available books and records of BMT. The Receiver has
taken an electronic back up of BMT file and email servers.

SECTION D - CONSERVATORY AND PROTECTIVE MEASURES

Upon appointment, the Receiver took possession of all of the assets, undertakings and properties of
BMT and remains in possession of the residual owned assets of BMT. Accordingly, there are no assets
in the possession and control of the Trustee.



SECTION E - PROVABLE CLAIMS AND DESCRIPTION OF CREDITORS

Based on the books and records of BMT, there are 123 unsecured creditors owed approximately $37.7
million, which includes the anticipated shortfall in BMO’s secured position of approximately $17.5
million. The preferred claim relates to amounts due for unpaid wages. No other parties have registered
security interests against BMT as evidenced by a Personal Property Security Act search result.

SECTION F - LEGAL PROCEEDINGS, REVIEWABLE TRANSACTIONS AND PREFERENCE
PAYMENTS

No legal proceedings have been instituted by the Trustee to date. The Trustee is not aware of any
legal proceedings by or against BMT.

SECTION G - DETAILS OF THIRD PARTY DEPOSITS OR GUARANTEES

As there are no assets in the bankruptcy estate to fund any claims, fees and costs of administration,
the Trustee has obtained a limited fee indemnity from BMO in respect of the costs of administration of
the estate, including the fees and disbursements of the Trustee and its legal counsel by way of
advances to the bankrupt estate from Court-approved distributions from BMT’s receivership estate.

SECTION H - TRUSTEE’S INTENTION TO ACT FOR SECURED CREDITORS

At the outset of the Receivership, the Receiver engaged Dentons LLP ("Dentons”) as the Receiver’s
independent legal counsel. Borden Ladner Gervais LLP ("BLG") acts as counsel to BMO. The
Receivership Order provides that the Receiver is permitted to engage the services of BLG for the sake
of cost efficiency and retain Dentons for respect of competing stakeholder priorities to those of BMO.

The Receiver will obtain Court approval prior to distributing any funds to BMO. The Receiver has
obtained an independent legal opinion on the validity and enforceability of BMO’s security from
Dentons. Dentons’ opinion is that, subject to the customary and usual qualifications and limitations of
such opinions, BMO'’s security has been properly perfected under the PPSA (to the extent required),
and would rank in priority to the interest of a trustee in bankruptcy in the assets, properties and
undertakings of the Bankrupt, which are located in the Province of Ontario, or, in the case of accounts,
where the party obligated to pay an account is a resident of the Province of Ontario.

In its motion materials in support of the Receivership Order, BMO has indicated that it expects to
suffer a significant shortfall on the indebtedness owing to it. The Receiver advises that realizations in
the Receivership are materially below the amount due to BMO and BMO will suffer a significant
shortfall on its loans.

SECTION I - PROJECTED DISTRIBUTION AND TRUSTEE COMMENTS ON ANTICIPATED ASSET
REALIZATIONS

As noted above, the Trustee advises that there will be no assets available after the claims of the
secured creditors available to unsecured creditors.

Dated at Toronto, Ontario this 20th day of December, 2019.
DELOITTE RESTRUCTURING INC.

In its capacity as
Licensed Insolvency Trustee of
Best Made Toys International, ULC

J O S&Z%L

Jorden Sleeth, CPA, CA, CIRP, LIT
Senior Vice-President





