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INTRODUCTION AND PURPOSE OF THIS REPORT 

1. The Receiver’s fifth report dated July 30, 2025 (the “Fifth Report”) was filed in support 

of the Receiver’s motion for an order (the “Reviewable Transactions Order”) that, among 

other things: 

(a) declares that the transfers (the “Transfers”) out of the Dealer’s estate to the parties 

(the “Reviewable Transaction Parties”) listed in the Fifth Report and as described 

herein are preferences and/or transfers at undervalue pursuant to subsections 95(1)(b) 

and 96(1)(b) of the Bankruptcy and Insolvency Act, RSC 1985, c B-3 (the “BIA”), 

respectively or, in the alternative, subsection 95(1)(a), subsection 96(1)(a) of the BIA, 

or subsections 4(1) and 4(2) of the Assignments and Preferences Act, RSO 1990, c A-

33 (the “APA”); and 

(b) directs the Reviewable Transaction Parties to pay the Receiver the amounts set out 

below, which amounts constitute the Transfers received from the Dealer’s estate. 

2. Pursuant to the timetable established by the endorsement of Justice Cavanagh dated July 

16, 2025 (the “Timetable”), the Reviewable Transaction Parties were required to deliver 

their responding materials by August 29, 2025. Certain of the Reviewable Transaction 

Parties requested an extension of this deadline to September 15, 2025, which the Receiver 

agreed to, provided it would have until September 29, 2025 to deliver a reply report.  

3. All of the Reviewable Transaction Parties who have indicated an intention to file materials 

have now done so. In particular, the following materials have been delivered by the 

Reviewable Transaction Parties: 

(a) Affidavit of Gerald Shapiro sworn August 27, 2025; 
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(b) Responding Factum of Gerald Shapiro (undated); 

(c) Affidavit of Ian Anderson sworn September 2, 2025; 

(d) Responding Factum of Ian Anderson (undated); 

(e) Responding Motion Record of Rastislav Scasny dated August 29, 2025, including the 

Affidavit of Rastislav Scasny sworn August 29, 2025; 

(f) Responding Motion Record of Nancy Waddell, Sara Waddell, Taylor Waddell, 

Meggan Waddell, Thomas Sargeant and Northbridge Estates Inc. (collectively, the 

“Waddell Related Parties”) dated September 16, 2025, including the following 

affidavits: 

i. Affidavit of Nancy Waddell sworn September 15, 2025 (“Nancy Affidavit”); 

ii. Affidavit of Sara Waddell sworn September 15, 2025; 

iii. Affidavit of Thomas Sargeant sworn September 15, 2025; 

iv. Affidavit of Taylor Waddell sworn September 16, 2025 (the “Taylor Affidavit”); 

v. Affidavit of Meggan Waddell sworn September 16, 2025 (the “Meggan 

Affidavit”); and 

vi. Affidavit of Maryanne Jacobs sworn September 16, 2025 (the (“Jacobs 

Affidavit”), and 

(g) Supplementary Responding Motion Record of the Waddell Related Parties dated 

September 16, 2025, including the Affidavit of Hugh Waddell sworn September 18, 

2025 (the “Hugh Affidavit”); and 
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(h) Affidavit of Sandi McDavid sworn September 4, 2025 (the “McDavid Affidavit”).1 

4. The purpose of this supplement to the Fifth Report (the “Supplemental Report”) is to 

respond to certain statements made in the affidavits filed by the Reviewable Transaction 

Parties. 

5. The Receiver has also scheduled cross-examinations of all of the affiants who swore an 

affidavit responding to the Receiver’s motion. The cross-examinations are scheduled to 

take place from September 30 – October 2, 2025. 

6. Since the delivery of the Fifth Report, the Receiver has since settled with one of the initial 

Reviewable Transaction Parties, Paul Shapiro, and Mr. Shapiro is no longer one of the 

Reviewable Transaction Parties or subject to the Receiver’s motion. 

7. Capitalized terms used but not otherwise defined herein have the meanings ascribed to 

them in the Fifth Report. 

TERMS OF REFERENCE 

8. In preparing this Supplemental Report, Deloitte has been provided with, and has relied 

upon the Debtors’ books and records, unaudited, draft, and/or internal financial 

information, discussions with the Debtors’ management, shareholders, employees, and 

information from third-party sources (collectively, the “Information”).  Except as 

otherwise described in this Supplemental Report: 

 
1 The Receiver notes that the McDavid Affidavit does not contain any statements of Ms. McDavid and solely contains 

an exhibit attaching a promissory note purportedly entered into by Ms. McDavid. There also appears to be a brief two-

page factum appended to the McDavid Affidavit.  However, for the purposes of this Supplemental Report, the Receiver 

will refer to the exhibit as the McDavid Affidavit. 
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a) Deloitte has reviewed the Information for reasonableness, internal consistency, and 

use in the context in which it was provided. However, Deloitte has not audited or 

otherwise attempted to verify the accuracy or completeness of the Information in a 

manner that would wholly or partially comply with Canadian Auditing Standards 

(“CAS”) pursuant to the Chartered Professional Accountants Canada Handbook, 

and accordingly, the Receiver expresses no opinion or other form of assurance 

contemplated under CAS in respect of the Information. 

b) The Receiver has filed this Supplemental Report solely for the purpose of providing 

information to this Court. Parties using the Supplemental Report other than for the 

purposes outlined herein are cautioned it may not be appropriate for their purposes. 

9. Unless otherwise stated, all dollar amounts contained in this Supplemental Report are 

expressed in Canadian dollars.  

COMPLAINTS REGARDING BOOKS AND RECORDS OF THE DEALER 

10. The Nancy Affidavit, Meggan Affidavit, Taylor Affidavit, Jacobs Affidavit and the Hugh 

Affidavit all generally make the same complaint that the Receiver somehow has prevented 

or hindered these individuals from having access to the books, records and other documents 

of the Dealer that they need to fully respond to the Receiver’s motion. 

11. For example, the Meggan Affidavit complains that after the Receiver’s appointment, the 

Receiver removed all corporate books, records and other documents from the Dealer’s 

office, including personal records allegedly belonging to Meggan that were stored at 

Clonsilla’s office, including the promissory notes and other documentation evidencing the 

loans Meggan had provided to the Dealer. 
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12. The Meggan Affidavit states that the Receiver returned these documents to Clonsilla’s 

office but complains that they were returned in a disorganized manner and Meggan has 

accordingly been unable to locate her supporting documents. 

13. As an initial matter, many of the Waddell Related Parties and the other responding parties 

were able to provide copies of their loan documentation. It was incumbent on the 

Reviewable Transaction Parties to retain copies of their loan documentation rather than 

simply having them stored at the Dealer’s office. 

14. More importantly, the complaints made regarding the Receiver’s handling of the books and 

records of the Dealer are unfounded.  

15. The Receiver has not withheld any records from any of the Reviewable Transaction Parties. 

The Reviewable Transaction Parties have never made specific requests to the Receiver for 

documents. 

16. The Receiver has acted in accordance with its duties as a court officer in all respects. The 

Receiver was appointed over all of the property of the Dealer, including all of its corporate 

records, pursuant to the Amended and Restated Receivership Order dated December 8, 

2023 (the “A&R Receivership Order”).  

17. Paragraph 4(t) of the A&R Receivership Order provides the Receiver with the exclusive 

authority and power to deal with the Dealer’s books and records. It was the Receiver’s duty 

and obligation to take possession of the books and records. When the Receiver was 

appointed, it secured a storage room at the Dealer’s office to store the books and records 

of the Dealer. The Receiver also had the books and records imaged and digitally stored.  
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18. Contrary to Meggan’s suggestion that the Receiver returned the files in a disorganized 

manner, when the Receiver initially took possession, it discovered that there were material 

deficiencies and inconsistencies in the Dealer’s record-keeping and that they were 

generally stored in a disorganized and cluttered fashion.   

19. In particular, as stated in the First Report of the Receiver dated December 4, 2023, the 

Receiver determined that the Dealer did not maintain basic business records relating to 

their leasing portfolio and was advised by the Dealer’s employees that business and 

accounting records were not consistently maintained. Accordingly, the Receiver had to 

undertake significant work to reconcile the Dealer’s financial records as a result of the 

Dealer’s poor record-keeping.  

20. Ms. Jacobs also complains that the Receiver removed many personal documents belonging 

to the Waddell family. The Receiver took possession of all of the documents located at the 

Dealer’s office, as it was obligated to do under the A&R Receivership Order.  

21. The Receiver carried out its duties and obligations under the A&R Receivership Order. 

The Receiver’s taking possession of the books and records of the Dealer was consistent 

with the typical practice of a receiver following appointment over a debtor’s property. 

22. In addition, on May 16, 2024, the Dealer was assigned into bankruptcy and Deloitte 

Restructuring Inc. was appointed as the trustee in bankruptcy (in such capacity, the 

“Trustee”). Pursuant to paragraph 71 of the BIA, all of the Dealer’s property vested in the 

Trustee, including the books and records of the Dealer, and the Dealer ceased to have any 

capacity to dispose of or otherwise deal with its property. 
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UNDISCLOSED LOANS 

23. The response by many of the Reviewable Transaction Parties to the Receiver’s motion 

has been that the Transfers they received were for the repayment of loans advanced by the 

Reviewable Transaction Parties to the Dealer over a historical period of time. The 

following Reviewable Transaction Parties have asserted they advanced loans to the Dealer 

and the Transfers being sought to be set aside were, at least in part, for repayment of these 

loans: 

(a) Sara Waddell; 

(b) Northbridge Estates Inc. (allegedly as a conduit for other Waddell Related Parties); 

(c) Meggan Waddell; 

(d) Taylor Waddell; 

(e) Rastislav Scasny; 

(f) Gerald Shapiro; and 

(g) Sandi McDavid. 

24. These loans were allegedly made dating back to at least 2014. The Jacobs Affidavit states 

that “…it was a normal and long-standing practice (from at least 2014 to 2023) for the 

Waddell family lenders to receive repayments monthly, either through in-kind expense 

offsets or by cash deposits to their bank accounts. This was part of the ordinary and usual 

business practices of the company during my employment and as long as the loans were 

on the companies (sp) ledgers.” 
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25. However, these loans were not reflected on the Dealer’s financial records and the Dealer 

represented to Enlightened, the primary secured creditor of the Dealer and the Applicant 

in this proceeding, that there were no debts owing by the Dealer to any party except those 

specifically disclosed (none of which were amounts owing by the Dealer to any 

Reviewable Transaction Party). 

26. One of the closing documents required to be provided by the Dealer as consideration for 

Enlightened’s agreement to enter into a credit agreement was an information certificate. 

The information certificate was required to be provided to assist with Enlightened’s due 

diligence while it evaluated whether to provide financing to the Dealer. 

27. On May 26, 2022, the Dealer provided the information certificate to Enlightened, as 

required (the “Information Certificate”). The Information Certificate provided general 

disclosure to Enlightened of the Dealer’s background and affairs. A copy of the 

Information Certificate is attached as Appendix “A”. 

28. In paragraph 24 of the Information Certificate, the Dealer represented that (emphasis 

added): “[t]he [Dealer] has not guaranteed and is not otherwise liable for the obligations 

of others and has no debt, except as follows:”. The Dealer listed the following debts: 

(a) $638,566.00 owing to NextGear Capital Corporation and Automotive Finance Canada 

Inc.; 

(b) $17,423.00 owing to Vault Credit Corporation; 

(c) $495,626.00 owing to Merchant Opportunities Fund Limited Partnership; 

(d) $2,548.44 owing to Blue Chip Leasing Corporation; and 
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(e) $617,843.00 owing to Automotive Finance Canada Inc. 

29. The Dealer did not disclose to Enlightened any amounts owing to any of the Reviewable 

Transaction Parties, despite the majority of the loans allegedly being repaid by the 

Transfers having been made prior to the date of the Information Certificate. 

30. Accordingly, Enlightened advanced almost $20 million to the Dealer unaware of: (i) 

apparently significant financial obligations owing by the Dealer to family members and 

employees of the Dealer, or (ii) the fact that regular loan repayments would be being made 

by the Dealer to these parties, presumably with Enlightened’s money. 

SANDI MCDAVID PROMISSORY NOTE 

31. Ms. McDavid is Hugh’s mother.  

32. The McDavid Affidavit attaches one document – a promissory note dated December 5, 

2022 purportedly between Sandy2 McDavid, as lender, and 2712697 Ontario Ltd. and the 

Dealer, as borrowers (the “McDavid Note”). The McDavid Note provides for the 

repayment to Ms. McDavid of a $35,000 loan she advanced to the Dealer on October 12, 

2022. 

33. The McDavid Note is purportedly signed by “Hollingsworth (sp) Auguste Taylor” on 

behalf of the Dealer. As noted in the Fifth Report, Mr. Auguste was a director and officer 

of Velocity, not the Dealer. Further, Mr. Auguste’s name is spelled incorrectly in the 

McDavid Note (Hollinsworth not Hollingsworth and he does not go by the name 

“Taylor”). 

 
2 The promissory note refers to “Sandy” McDavid, however, the McDavid Affidavit spells her first name as “Sandi”.  
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34. Mr. Auguste was previously examined by the Receiver on March 11 and March 21, 2025, 

as part of the Receiver’s investigation into the Dealer’s affairs. The transcripts from the 

examination of Mr. Auguste are attached as Appendix “B”. 

35. During this examination, Mr. Auguste was shown a copy of an unsigned promissory note 

between Virginia Hamilton and 2712697 Ontario Limited. A copy of this promissory note, 

which was Exhibit 3 to Mr. Auguste’s examination, is attached as Appendix “C”. 

36. The promissory note, although unsigned, listed Mr. Auguste’s name as the signatory for 

2712697 Ontario Limited and again spelled Mr. Auguste’s name incorrectly as 

“Hollingsworth Auguste Taylor”. 

37. When asked about this document, Mr. Auguste denied being aware of the document and 

testified that he had never seen it before. In particular, Mr. Auguste stated that “[m]y name 

is incorrect in every way” and that he would never spell his first name with a G or put 

Taylor at the end of his name. Mr. Auguste also testified that he believed this document 

was put together by Hugh without making Mr. Auguste aware of the document. Mr. 

Auguste was justifiably very concerned by this document. 

38. Given the discrepancies in the McDavid Note, and the earlier testimony of Mr. Auguste 

regarding a document with the exact same misspelling of his name as signatory, the 

Receiver contacted Mr. Auguste to ask him whether he was aware of the McDavid Note. 

39. Mr. Auguste advised that: 

(a) he has never been an employee, director or officer of the Dealer; 
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(b) he did not sign the McDavid Note and does not recognize the signature on the 

McDavid Note as his signature; 

(c) he was not aware of this loan and did not authorize anyone to sign on his behalf; 

(d) he was not the “Chief Financial Officer” of the Dealer; and 

(e) the name shown as his name is incorrect. 

40. A copy of Mr. Auguste’s email is attached hereto as Appendix “D”. 

SUMMARY OF TRANSFERS 

41. The Fifth Report included a summary table setting out amounts claimed from each of the 

Reviewable Transaction Parties during both the three-month lookback period and the 

twelve-month lookback period. However, the amounts listed for the three-month lookback 

period were incorrectly calculated. Accordingly, the Receiver is providing an updated 

summary table below with corrected amounts and which reflects the removal of Paul 

Shapiro.  

Party Amount Claimed (3 months) Amount Claimed (12 months) 

Nancy Waddell $4,300.00 $32,150.00 

Meggan Waddell $6181.00 $85,681.00  

Sara Waddell $25,290.00 $124,684.00  

Taylor Waddell $23,111.00 $155,236.00  

Northbridge Estates $70.00 $12,950.00  

Sandy McDavid $3,108.00 $9,380.33  
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Party Amount Claimed (3 months) Amount Claimed (12 months) 

Ian Anderson $4,307.50 $21,070.98  

Thomas Sargeant $0 $1,700.00  

Gerald Shapiro $3,800.00 $3,800.00  

Marion Shapiro $13,281.39 $37,853.14  

Glortran Consulting  $600.00 $20,104.00  

Rastislav Scasny  $84,797.80 $330,931.00  

Total $169,646.69  $857,840.45 

CONCLUSION AND RECOMMENDATION 

42. For the reasons set out herein, the Receiver continues to recommend that the Court grant 

the Reviewable Transactions Order.  

 

All of which is respectfully submitted at Toronto, Ontario this 29th day of September, 2025. 

DELOITTE RESTRUCTURING INC.,  

solely in its capacity as Court-Appointed  

Receiver of Velocity Asset and Credit  

Corporation and 926749 Ontario Ltd.  

and without personal or corporate liability 

 

     

Per: _____________________________ 

 Jorden Sleeth, CPA, CA, CIRP, LIT 

 Senior Vice-President 

DanielA
Stamp
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INFORMATION CERTIFICATE 
OF 

926749 ONTARIO LTD.  
(the "Corporation") 

Dated: ___________, 2022 

TO: Enlightened Funding Corporation 
and its successors, transferees and assigns 
1100 Burloak Drive, Suite 702 
Burlington, ON L7L 6B2 

In order to assist you in the continuing evaluation of the financing of the Corporation and to 
expedite the preparation of any documentation which may be required, the Corporation hereby 
represents and warrants to you the following information about the Corporation: 

1. The full and exact current name of the Corporation is:

926749 Ontario Ltd. 

2. The Corporation uses and owns the following trade name(s) in the operation of its business
(e.g. billing, advertising, etc.): 

Clonsilla Auto Sales and Leasing 

Clonsilla Auto Sales 

In the event any trade name appears on an invoice, a sample copy of such invoice is 
attached hereto. 

3. The date of incorporation of the Corporation was June 4, 1991, under the laws of Ontario.
The Corporation is, as of the date hereof, validly existing under those laws.  The 
Corporation has never been involved in a bankruptcy, rearrangement or reorganization 
except as described below:  

Corporation was originally incorporated as: Peterborough Dodge Chrysler Limited 
on June 4, 1991. 

Corporation name was changed to 926749 Ontario Ltd on November 26, 1992 using 
an Article of Amendment.  

Corporation was dissolved on January 21, 1995 for failure to file a special notice 
under section 241 of the Business Corporation Act. 

Corporation was revived on July 12, 1996 using an Article of Revival. 

(Note: all specimens are attached)   

May 26
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4. The Corporation is duly qualified and authorized to transact business as a foreign or extra-
provincial corporation in all provinces, states or other jurisdictions where the nature and 
extent of the business transacted by it or the ownership of assets makes such qualification 
necessary.  Such jurisdictions are as follows: 

Ontario 

5. Since the date of incorporation, the corporate name of the Corporation has not been changed, 
except as follows:  

Corporation was originally incorporated as: Peterborough Dodge Chrysler Limited 
on June 4, 1991. 

Corporation name was changed to 926749 Ontario Ltd on November 26, 1992 using 
an Article of Amendment.  

6. Since the date of incorporation, the Corporation has made or entered into the following 
amalgamations or acquisitions: 

None. 

7. The chief executive office of the Corporation is located at the following address (indicate 
whether such location is owned or leased and if leased, indicate the name and address of 
the landlord): 

LOCATION OWNED/LEASED NAME & ADDRESS OF 
LANDLORD 

809 Clonsilla Avenue, 
Peterborough, ON, K9J 
5Y2 

Leased from Northbridge 
Estates Inc. 

Northbridge Estates Inc. is 
100% owned by Hugh 
Waddell of 123 Crescent St. 
Peterborough, ON 

 

8. The books and records of the Corporation pertaining to accounts, contract rights and inventory 
are located at the following address (if other than the chief executive office referred to in 
Section 7 above) (indicate whether such location is owned or leased and if leased, indicate 
the name and address of the landlord): 

LOCATION OWNED/LEASED NAME & ADDRESS OF 
LANDLORD 

As above. As above. As above. 
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9. The Corporation has other places of business and/or maintains inventory or other assets at the 
following addresses (indicate whether such locations are owned or leased and if leased, 
indicate the name and address of the landlord): 

LOCATION OWNED/LEASED NAME & ADDRESS OF 
LANDLORD 

724 Erskine Ave, 
Peterborough, ON K9J 
5T9 

Leased from 724 Erskine 
Inc. 

724 Erskine Inc. 

Managed by The Monopoly 
Group, 90 Tiverton Ct Suite 
100, Markham, ON L3R 9V2 

10. All premises owned by the Corporation are listed below and are subject to mortgages as follows 
(state name and address of mortgagee and approximate principal balance of mortgage): 

 

LOCATION 

(List all owned 
locations) 

NAME AND ADDRESS 
OF MORTGAGEE  

PRINCIPAL BALANCE 
OF MORTGAGE 

None. None. None. 

11. The places of business or other locations of any assets used by the Corporation during the last 
four (4) months other than those listed above are as follows: 

None. 

12. The Corporation maintains the following bank accounts: 

Royal Bank of Canada, 003, Transit 3782, Account 1285295 

13. The Corporation is affiliated with, or has ownership in, the following corporations (including 
subsidiaries), partnerships, joint ventures or other entities: 

NAME CHIEF 
EXECUTIVE 

OFFICE 

JURISDICTION OF  
ORGANIZATION 

OWNERSHIP % 
OR 

RELATIONSHIP 

None.    

14. There is no provision in the Articles of Incorporation (or other applicable constating 
documents), By-laws or any Unanimous Shareholder Agreement of the Corporation 
requiring any vote or consent of the shareholders of the Corporation to borrow, guarantee 
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or grant security (attach copy of shareholders agreement as Schedule "A", if any).  Such 
power is vested exclusively in the Corporation's Board of Directors. 

None. 

15. The officers of the Corporation and their respective titles are as follows: 

NAME TITLE 

Hugh Waddell President and Secretary 

Meggan M E Waddell Treasurer 

16. The following person(s) will have signatory powers as to all of your transactions with the 
Corporation:  

NAME TITLE SAMPLE SIGNATURE 

Hugh Waddell President 

 

17. With respect to the officers noted in Section 15 above, such officers are affiliated with or have 
ownership in the following corporations (indicate name and address of affiliated 
companies, type of operations, ownership percentage or other relationship): 

NAME OF 
AFFILIATED 

CORPORATION 

ADDRESS OF 
AFFILIATED 

CORPORATION 

TYPE OF 
OPERATIONS 

OWNERSHIP %  OTHER 
RELATIONSHIP 

None.     

18. The members of the Board of Directors of the Corporation are: 

Hugh Waddell 

19. The names of the shareholders of the Corporation and their shareholdings are as follows (if 
shares are widely held indicate only shareholders owning 10% or more of the voting 
shares): 

NAME NO. OF SHARES OWNERSHIP PERCENTAGE 

Hugh Waddell 100 100% 



 
WSLEGAL\092360\00003\29616072v1   

 - 5 - 

 

Attached as Schedule "B" is a current and accurate organizational chart in respect of the 
Corporation reflecting, inter alia, all of the Corporation's shareholders listed immediately 
above and all of the Corporation's subsidiaries listed in Section 13. 

20. There are no judgments or litigation pending by or against the Corporation, its subsidiaries 
and/or affiliates or any of its officers/principals/directors, except as follows: 

None. 

21. The Corporation maintains the following insurance policies:  

Garage policy covering all assets and liabilities.  

Commercial Property Policy # 81443067 

Insurer – Aviva Insurance Company of Canada 

Expiry – Sept 14, 2022 

22. At the present time, there are no delinquent taxes due except as follows: 

No taxes are delinquent at the present time 

23. The Corporation's assets are owned and held free and clear of any security interests or liens, 
except as follows: 

LIENHOLDER ASSETS AMOUNT OF DEBT SECURED 

NextGear Capital 
Corporation 
(sponsored by 
Manheim Auto 
Auctions) 

AFC (sponsored by 
Odessa Auto 
Auctions) 

Both use virtual 
liens on vehicles 
under floor planning 
until sold 

Liens are restricted to the value of the 
specific vehicle on the floor plan 

As of May 1 - $638,566.00 

Vault Credit 
Corporation 

Specific Equipment 
and Office Furniture  

As of May 1st - $17,423.00 

Merchant 
Opportunities Fund 
Limited Partnership 

All assets As of May 1 - $495,626.00 

Blue Chip Leasing 
Corporation 

Specific Equipment As of May 1 - $2,548.44 
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Automotive Finance 
Canada Inc. 

 As of May 1 - $617,843.00 

24. The Corporation has not guaranteed and is not otherwise liable for the obligations of others 
and has no debt, except as follows:  

DEBTOR CREDITOR AMOUNT OF 
OBLIGATION 

DOCUMENTS 
EVIDENCING 

OBLIGATIONS 

926749 Ontario 
Ltd. 

NextGear 
Capital 
Corporation 
(sponsored by 
Manheim Auto 
Auctions) 

AFC (sponsored 
by Odessa Auto 
Auctions) 

As of May 1 - 
$638,566.00 

N/A 

926749 Ontario 
Ltd. Vault Credit 

Corporation 
As of May 1st - 
$17,423.00 

N/A 

926749 Ontario 
Ltd. Merchant 

Opportunities 
Fund Limited 
Partnership 

As of May 1 - 
$495,626.00 

N/A 

926749 Ontario 
Ltd. Blue Chip 

Leasing 
Corporation 

As of May 1 - $2,548.44 N/A 

926749 Ontario 
Ltd. Automotive 

Finance Canada 
Inc. 

As of May 1 - 
$617,843.00 

N/A 

25. The Corporation does not own or license any trademarks, industrial designs, patents, 
copyrights or other intellectual property, except as follows: 
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TYPE OF 
INTELLECTUAL 

PROPERTY 

OWNED / 
LICENSED 

(If licensed, name 
and address of 

licensor) 

NUMBER  DATE OF 
REGISTRATION 

RENEWAL 
DATE 

None.     

26. To the extent the Corporation licenses any trademarks, industrial designs, patents, copyrights 
or other intellectual property to or from third parties, find attached as Schedule "D" copies 
of all license agreements evidencing same. 

27. All of the material agreements to which the Corporation is a party are listed in Schedule "E". 

28. In the United States, the Corporation's: 

(a) Business Number is:  []; 

(b) Tax ID Number is:  []; 

(c) Sales Tax Number is:  []; 

(d) Payroll Number is: []; and  

(e) Import/Export Number is:  []. 

29. In Canada, the Corporation's: 

(a) Business Number is:  134783554; 

(b) Tax ID Number is:  134783554; 

(c) Sales Tax Number is:  134783554 RT0001; 

(d) Payroll Number is:  134783554 RP0001; and  

(e) Import/Export Number is:  None. 

30. The Corporation's fiscal year end is:  Jan 31 

31. With regard to any pension or profit sharing plan: None 

(a) funding is on a current basis and in compliance with established requirements; 

(b) all pension or profit sharing plans are attached hereto as Schedule "F"; and 

(c) none of the pension or profit sharing plans of the Corporation or to which the 
Corporation contributes are defined benefit plans. 
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32. The chartered accountants for the Corporation is the firm of: 

Name:  Sidney  Karmazyn 

Address:   

Partner Handling Relationship:  Hugh Waddell  

Were statements uncertified for any fiscal year?  No

33. Prompt written notice will be given to you of any change or amendment with respect to any of 
the foregoing.  Until such notice is received by you, you shall be entitled to rely upon the 
foregoing in all respects. 

34. We confirm and agree that this Information Certificate is a Credit Document (as defined in the 
credit agreement between the Corporation and Enlightened Funding Corporation  
dated ___________, 2022, as amended, supplemented, restated or otherwise modified from 
time to time). 

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Schedule "A" 
 

COPY OF SHAREHOLDERS AGREEMENT 
 

None. 



 
WSLEGAL\092360\00003\29616072v1   

 

 

Schedule "B" 
 

ORGANIZATIONAL CHART 
 

See Attached. 
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Schedule "C" 
 

DEBT/GUARANTEE OBLIGATIONS 
 

Not Applicable 
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Schedule "D" 
 

LICENSE AGREEMENTS 
 

None. 
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Schedule "E" 
 

MATERIAL AGREEMENTS 
 
1. Lease Units Purchase Agreement made as of September 11, 2019 between 926749 Ontario 

Ltd., as Originator, 2712697 Canada Inc., as buyer, Waddell Asset Credit Corporation, as 
Note Up-Seller and Beacon Holdings Limited, as Note Purchaser 

2.  Funding Agreement made as of September 11, 2019 between Waddell Asset Credit 
Corporation , as Funder, 926749 Ontario Ltd., as Originator and 2712697 Ontario Inc., as 
borrower 

3. Series LW2 Lease Subservicing Agreement made as of September 11, 2019 between 
Beacon Portfolio Servicing Inc., as Lease Servicer and 926749 Ontario Ltd., as Lease 
Subservicer 

4.  Series LW2 Note Purchase Agreement made as of September 11, 2019 between Waddell 
Asset Credit Corporation, as Note Issuer, 926749 Ontario Ltd (d.o.b. Clonsilla Auto Sales), 
as Originator, 2712697 Ontario Inc. (d.o.b. CAS SPV), as Funding SPE, Beacon Holdings 
Limited, as Note Purchaser, Beacon Portfolio Servicing Inc., as the Lease Servicer and 
Computershare Trust Company of Canada, acting not in its individual capacity but solely 
in its capacity as trustee of Beacon Trust 
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Schedule "F" 
 

PENSION OR PROFIT SHARING PLANS 
 

None. 
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1          --- Upon commencing at 2:11 p.m.

2                      HOLLINSWORTH AUGUSTE:  AFFIRMED.

3                      EXAMINATION BY MR. HARLAND:

4      1               Q.   Good afternoon.  Please, state and

5          spell your name for the record.

6                      A.   Hollinsworth Auguste,

7          H-O-L-L-I-N-S-W-O-R-T-H; last name, A-U-G-U-S-T-E.

8      2               Q.   And you have affirmed to tell the

9          truth today?

10                      A.   Correct.

11      3               Q.   Mr. Auguste, do you have any

12          formal post-secondary education?

13                      A.   Formal?  Yes, I went to Carlton

14          University, and I went to Ottawa -- sorry, Carlton

15          University as well as Windsor University.

16      4               Q.   And what did you take there?

17                      A.   I took general arts and sciences

18          and social sciences at Carlton, and I took, sort

19          of, a business certificate as well as general arts

20          and sciences and philosophy at Windsor.

21      5               Q.   And can you just provide a brief

22          background of your employment history before

23          becoming employed by Velocity?

24                      A.   Yeah, certainly.  My first job --

25          well, I'll go back as far as ATI.  I worked with

5
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1          ATI International; they're a company focusing on

2          video cars and so on back in, I guess, the '90s,

3          worked there for a few years, then went on to work

4          for Intergraph.  They're a large, sort of, tech

5          distributor.  I got my MCSC there while working

6          with Intergraph.

7                      I then worked for a company

8          called...sorry...I then worked with a company

9          called Cumberland Investments.  I worked there for

10          a few years as, basically, a network administrator,

11          tech specialist, Windows and tech specialist.

12                      I then went on to work for the -- and

13          from there...give me a second.  Yeah, from there, I

14          went on to work for a company called Science

15          International.  This is probably back in the late

16          '90s, 1997, and with Science, basically, I was the

17          -- initially, I was a consultant, a tech

18          consultant, working to basically bring -- working

19          with the development group.  They were building

20          software for the company.

21                      I then went on to become the CTO of

22          Science, and I was, then, given direction to start

23          a company called BGA Group which is science-focused

24          primarily on automotive financing, front-end

25          financial software.  So we build financial software

6
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1          for leasing companies and general-leasing

2          companies.  I was the architect; I was also, sort

3          of, the lead for the development group and

4          development team.

5                      We then -- I went over to start Vizia

6          (ph) Group, and Vizia was a company that actually

7          focused more on banking and general leasing versus

8          auto.  In 2001, Science and Vizia merged into one

9          and were, then, based out in Oakville.  I became

10          the CEO of the company officially, and Science

11          raised about 11, 12 million dollars, and we built a

12          front-end application software that was front-end

13          for leasing, for banking, for lending.  We had

14          customers like Capital One, Fifth Third Bank, Key

15          Bank, Citizens Bank, Macquarie Bank in Australia,

16          BFC in Toronto, MCAP.

17                      I then evolved my position into the VP

18          of sales position, and Science then merged with --

19          sorry, Science was purchased by Davis + Henderson

20          in 2007, 2008 in a nice merger.  It was about a 39

21          million-dollar -- not a merger, a sale.  I then

22          joined Davis + Henderson as a VP of strategic

23          accounts, and I worked there for -- I did that for

24          about three years, four years.

25                      And then I left Davis + Henderson, and

7
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1          I started my own company Vizia Group (ph), and I

2          was doing that for a number of years until I met

3          Steve Dabous who mentioned that he -- he basically

4          introduced me to Hugh Waddell and Clonsilla and

5          showed me the model that he had done over the last

6          number of years, and that was my introduction to

7          the model.  I had a background in auto leasing, so

8          I understood that space, having started there with

9          Science, and we had customers that had given

10          capital and so on, but it was all auto lending in

11          the beginning.

12                      So I understood the space; I saw what

13          he was doing, and I saw what he was doing with

14          Dr. Bernstein.  It looked really profitable and

15          promising, so I said to Steve, I'm interested; we

16          can probably do something here; I can probably find

17          some partners, bring us some money, build a company

18          out of this, but this model looks really sound.  He

19          looked like he was doing a good job.

20                      Anyway, so then we started -- Steve and

21          I and Hugh started Velocity.  I had a minor

22          ownership in Velocity; Steve and I sort of had a

23          minor ownership in Velocity.  He was a majority

24          owner; he also owned Clonsilla which was a company

25          that basically processed most of the leases.  And

8
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1          the idea here was, initially, what we would do is

2          get Clonsilla going because it was a very small

3          company; it didn't have many processes.  So it

4          helped the company grow up a bit, and Velocity

5          would be a funder for Clonsilla, but also we would

6          go over after other dealerships and bring other

7          dealerships onboard using Hugh's model and

8          spreading that across Ontario.  That was the idea.

9                      That's pretty much -- oh, I missed

10          Ingram Micro.  Before Intergraph, I worked for

11          Ingram Micro, and I think that's pretty much it.

12      6               Q.   And when did you first start

13          having these conversations with...is it Steve

14          Dabous?

15                      A.   Yes.

16      7               Q.   When would those conversations

17          have started?

18                      A.   Yeah, that would have been

19          December of 2018.  It was the first time I met

20          Hugh; we were at the restaurant; I met Hugh and his

21          daughter.  And Hugh and Steve showed me a

22          spreadsheet as to what they've been -- you know,

23          how they were running the operation.  It was a

24          pretty simple spreadsheet, and it showed me Dr.

25          Bernstein's investment, Hugh's investment; they

9
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1          were 50/50, apparently, in a company called...they

2          were 50/50 in a company called...it was a

3          predecessor to Velocity that Hugh started with Dr.

4          Bernstein.

5                      So I looked at it, and I thought --

6          Steve said, What do you think of this?  Could this

7          work?  Could this be viable?  I said those are

8          really good returns; it was about 12 percent.  I

9          think at the time, Dr. Bernstein had about maybe 12

10          million dollars into the company, and I said, Those

11          are good returns.  I asked a bunch of questions

12          like how secure are the assets; how was he

13          verifying to Dr. Bernstein that, you know, these

14          assets are secured and the portfolio sound.  And

15          Steve said, yeah, he's been doing this forever, and

16          that's his thing, and they've been doing this for

17          about four or five years, and Bernstein apparently

18          sounded pretty -- Steve said -- anyway, basically,

19          it sounded like it was a positive situation.

20                      But Dr. Bernstein wanted to -- he was

21          exiting the relationship, and I was told -- Hugh

22          told Steve and myself that he was exiting because,

23          you know, he was older.  He was, I guess, in his

24          maybe mid 80s by then, and his sons weren't

25          interested in the business anymore.  He had lots of

10
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1          different business initiatives around, and he

2          wanted to divest in this.

3                      So Steve said, If you're interested in

4          this model -- if you're interested -- because we

5          need someone to help put this together -- then when

6          Dr. Bernstein divests of it, you know, we can

7          probably look for a lender and bring somebody in,

8          but we would have to convince them about the model

9          and the funding and all that.

10                      Anyway, so I said, Yes, this is

11          interesting.  If Hugh is actually doing this well,

12          and Bernstein is a happy partner, then there is an

13          upside; we just have to find the right partners.

14          One of my customers when I was with Science was

15          VFC; they were in the sub-prime space, and they

16          used our application software to run their whole

17          operation, the whole front-end operation, credit

18          scoring and everything.

19                      And VFC, basically, started with just a

20          few people, and they grew this company.  They had

21          put in about 140 million dollars in their

22          management.  I remember because they started with

23          us; they were one of my first customers when I was

24          running Vizia before Hugh, and they sold to TD Bank

25          for 324 million dollars.  So I knew that there was

11
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1          an upside, if you do a good job, and granted, this

2          is much smaller, and it was a different twist of

3          the model having dealerships basically take the

4          risk.

5                      But I thought there's money to be made

6          here; there's opportunity; there's lots of people

7          out there that need to get access to vehicles to

8          secure work and so on.  So that was why I thought

9          there was a market here when Steve and Hugh showed

10          me they had a spreadsheet.

11      8               Q.   And you mentioned you were a

12          minority owner of Velocity?

13                      A.   Yeah, yeah.  So Steve and I

14          basically split it.  So Hugh kept the majority.  I

15          can't remember in the end whether it was -- I think

16          I was 23 percent or so, and Steve had about the

17          same.

18      9               Q.   And what was your job title at

19          Velocity initially?

20                      A.   When we started, I mean, it was

21          just director for a while.  The first year I was

22          just a director; Steve was a director, and we just

23          did everything; there was nothing.  I mean, we were

24          running the company from...from...you know, it was,

25          you know, 2018 to '19 was ramping up.  I spent a

12
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1          whole year, 2019, convincing our first funder that

2          this was a viable opportunity.

3                      So from January right through to

4          October, it was just legals and legals and legal

5          structuring.  We were basically working with --

6          it...so anyway, it took about eight months to

7          convince them to get into this, and they put 20

8          million dollars in.  Most of that -- I mean, I'm

9          working from home, for the most part, continue

10          working from home; so we're all virtual.  I'm doing

11          most of it; Steve's doing most of it.  We don't

12          have any employees yet.

13                      Our first funding came through from

14          Beacon, I think it was, October 2019.  So that's

15          the first time I actually got the business going.

16          Up until then, it was just hoping to get the

17          closing done, hoping to get the funding in place.

18          So officially, we kind of got started in 2019

19          October with our first tranche.

20                      Did I answer your question, or did I

21          miss it?

22     10               Q.   No, that answers it.  When you

23          mention they funded 20 million dollars, who were

24          you referring to?

25                      A.   That's Beacon.

13
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1     11               Q.   Beacon.

2                      A.   Yeah, Beacon Financial.  They were

3          a company out of Burlington, and we started talking

4          to them, probably, about February or March of 2019,

5          and Ed Furtak was our lead contact there.  Ed Diaz

6          is somebody that I had known from working at

7          Science; he was one of my customers at Science.  I

8          reached out to Ed; he is well connected in the

9          industry.

10                      And I said, Ed -- he understood the

11          model; he understood the fact that it was a little

12          bit different, but if the dealerships were

13          interested, there was an opportunity there.  So he

14          said that he had some contacts; he reached out to

15          Ed Furtak at Beacon.  At first, Ed Furtak didn't

16          like the model; Ed Furtak didn't like the model; he

17          didn't understand it.  And after a couple months of

18          walking him through it and spending time with him

19          and really looking at the security and just the way

20          it was structured, he came around.  And then he

21          began to -- he was actually quite a proponent to

22          the model, and he convinced Beacon to put up 20

23          million; that was the first tranche, but they

24          securitized everything, so the process was quite

25          robust.

14
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1                      We didn't have a system yet; we didn't

2          have any money, right?  So we were starting from

3          scratch and building it up.  So we were using their

4          system to do all the onboarding.  I started to

5          build -- I was building a front-end that Clonsilla

6          could use and all the dealerships could use,

7          genericizing, and so it would be simple for them to

8          do.

9                      It was mostly just front-end, just

10          capturing the information.  The actual back-end

11          number crunching was being done by the Beacon

12          system.  And the whole thing was securitized; it

13          was really a very robust platform, a lot of

14          paperwork, almost way more paperwork than you would

15          think for something this small, but 20 million is

16          20 million, so you know, that's what they did, and

17          they wanted to grow it as well too.  But anyways,

18          that was the first initiative.

19                      Our cost of funds weren't -- they

20          weren't great.  We had just a little left over

21          after just, sort of, paying for gas bills and

22          keeping the lights on, but the idea was that we

23          would improve the model.  And by improving the

24          model, we can then go after -- we can run this for

25          a year or two, improve the model, and then go after

15
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1          more efficient funding.

2     12               Q.   We'll get into the Beacon

3          financing a bit more in a moment.  Just to talk

4          about Velocity a bit more, did Velocity have an

5          office?

6                      A.   No, no, I mean...no, we basically

7          -- I think I had -- I paid for IQ offices for a few

8          months, but I never went there; it was mostly just

9          my home.

10     13               Q.   And did Velocity have any bank

11          accounts?

12                      A.   Yeah, yeah, we had a bank account

13          with TD because -- so I mean, the address at

14          Velocity was -- I mean, Hugh started Velocity in a

15          sense that he registered it.  He was the

16          primary...he controlled that; he started the

17          company.  He was using a legal firm that did all of

18          his work, and so they coordinated all of that when

19          we were closing it.

20                      So part of the closing process is that

21          they opened a TD account, and they opened

22          everything else.  We used Clonsilla's address as

23          the head office.  Because effectively, that's

24          really what it was at that point.

25     14               Q.   The TD account, who had the

16
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1          signing authority for that account?

2                      A.   It was Hugh, and then initially,

3          he gave us power of attorney, and then eventually,

4          I think he gave me some authority.  It was Hugh; I

5          think Steve had it for a while too, Steve Dabous,

6          and myself.

7     15               Q.   So can you just describe at a high

8          level what the relationship between Velocity and

9          Clonsilla was?

10                      A.   Well, so Velocity -- the idea here

11          was that Clonsilla had been doing it for quite a

12          while.  This was Hugh's model; he had mastered

13          this, and he had been working with this with Dr.

14          Bernstein for quite a while, and the idea here is

15          that if we can actually run Velocity, grow it, and

16          bring in other dealerships, we might have an

17          opportunity here.

18                      So Clonsilla was essentially the

19          primary dealership that we would be funding, and so

20          essentially, he would find cars; he would sell

21          vehicles; his team would sell vehicles on a weekly,

22          monthly basis.  He would then send them over to us,

23          the ones that he wanted to have Beacon securitize,

24          and then Beacon, essentially, would buy those cars,

25          buy those vehicles.
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1                      So the relationship between Velocity

2          and -- initially, it was really intimate in the

3          sense that Hugh was running Clonsilla; we're using

4          best efforts to get this thing off the ground, but

5          the whole idea was that Velocity grow into its own

6          company and have its own autonomy at some point and

7          get its own office and its own personnel and become

8          a viable company.

9                      Initially, when we went to -- when we

10          spoke with Beacon, all the assets we used,

11          everything was Hugh's.  I mean, it was all on his

12          assets and his -- he showed them his mortgages and

13          his homes and so on and his holdings.  It was all

14          on his financials, and that's how Beacon had the

15          confidence that, you know, he would be good for it

16          if something were to go awry.  But more

17          importantly, because they were securitizing, they

18          knew that they had the assets, and they had the

19          vehicles.

20                      So initially, I mean, we were --

21          Velocity was, sort of, a spring out of Clonsilla,

22          but from day one, the idea was that Clonsilla would

23          be the first customer.  And of course, we would get

24          special rates and so on, but the idea would, you

25          know, Velocity would become an autonomous, separate

18
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1          entity that -- Clonsilla would just be one of many

2          dealerships.  We never got to that place.

3          Clonsilla was always...you know, we really just did

4          -- 80 percent of our portfolio -- 90 percent was

5          Clonsilla; 10 percent was National out of Ottawa.

6     16               Q.   Is that National Auto Finance?

7                      A.   Yeah.  They were 10 percent of the

8          max.  It was always -- we never got to the place

9          where we were able to get beyond it because Hugh

10          kept growing the business, and he would close, you

11          know, and he would basically use up all of our

12          funds and so on.  Anyways, and then COVID happened,

13          and then going out there and expanding the company

14          at that time in 2020 wasn't easy.

15                      When 2020 rolled around, the idea was,

16          well, let's just keep funding Clonsilla national,

17          if 90 percent, 10 percent and keep them going and

18          get through this downturn, and hopefully, there's

19          better times on the other side of it.

20     17               Q.   And were you a director of

21          Velocity throughout your time there?

22                      A.   Yeah, I mean, somebody had to do

23          it, so you know, I did that; I signed up as

24          director, so we could coordinate the banking and

25          coordinate all activities.  Steve was director as
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1          well for a while.  We were both directors for,

2          until I think, 2023.  Steve said he didn't want to

3          be a director anymore.  Things had gone awry; he

4          didn't have a good sense of Hugh at that point, and

5          he just want to -- he said take my name off the

6          list.  So he -- we issued some sort of a -- with

7          our legal team, we basically removed Steve as a

8          director in 2023.

9     18               Q.   Was it Hugh Waddell who replaced

10          him as director?

11                      A.   Well, you mean officially?

12     19               Q.   Yes.

13                      A.   Yeah.  I don't remember paperwork.

14          I mean, like, he was always there as...you know, he

15          was always a part of Velocity.  He owned the

16          majority -- he really drove it in a sense that we

17          had to run everything through him.  We couldn't

18          make decisions without Hugh's approval.

19                      We were negotiating with Furtak or

20          Beacon or BFG, and because he's a majority

21          shareholder, nothing could be done without Hugh's

22          approval, so he was somebody we -- we would do the

23          negotiating, and then go back to Hugh, you know, to

24          make sure that he was fine with it before we did

25          anything.
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1                      Beyond what BFG did the very first time

2          when they put him down as president or something, I

3          think when they first signed the forms, he would

4          have been president.

5     20               Q.   Sorry, who was BFG?

6                      A.   Sorry, am I saying it right?

7          Hugh's legal firm that we used to close Velocity

8          back in --

9     21               Q.   BLG?

10                      A.   BLG, sorry.  I apologize, yeah,

11          BLG.

12                      So I think he was considered president

13          on the paperwork, but that was just starting the

14          company.  You always do that, right?  And then that

15          stayed in place; I was director; Steve was

16          director.  Until Steve was removed as director, I

17          don't know that he was ever changed to anything

18          else.

19     22               Q.   And who had signing authority for

20          Velocity?

21                      A.   Initially, it was Steve, myself,

22          Hugh had as well, too.  Yeah, there are cheques

23          that he signed.

24     23               Q.   Can you describe for me the role

25          that Hugh played at Velocity?
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1                      A.   Well, he wore both hats, as you

2          can appreciate, being on the Clonsilla side.  So

3          Hugh, primarily, oversaw his group, Maryanne, Rasto

4          and his sales team and send us, you know, closings.

5                      But whenever -- I mean, every time we

6          had a decision that we had to make that was

7          important, Hugh was central.  It was his estate

8          that was behind it; it was his money that was

9          behind it; his reputation was behind it; it was his

10          Clonsilla and his history behind it, and so we

11          didn't do anything that Hugh didn't approve.

12                      We had to sit down and -- so on a

13          day-to-day basis, I handled -- I got the

14          information coming in from Clonsilla or from

15          National, processed it, send it across to the

16          funder.  But whenever we met, I mean, Hugh was a

17          majority holder.  It was understood that Hugh -- I

18          couldn't make a decision about Velocity that Hugh

19          didn't agree to.  So Steve and I would have to --

20          we'd all have to agree to something, and we'd try

21          and look at it and so on.

22                      So from a day-to-day basis, he didn't

23          have -- he was running it operationally; he was

24          running Clonsilla, but he had to sign off on

25          anything Velocity did because he was a majority
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1          shareholder and the most to gain or lose with

2          Velocity.

3     24               Q.   You mentioned Hugh playing the

4          part of both -- wearing both hats.

5                      A.   Yeah.

6     25               Q.   Did that ever become a concern for

7          you?  Is there any particular instance you can

8          think of where you thought that may have been a

9          conflict or a concern?

10                      A.   Oh, yeah, yeah, yeah.  I mean, so

11          I met Hugh in 2018.  I didn't know -- I didn't have

12          a history with him at all.  Steve had known him for

13          a few years, maybe five or six years, I think, and

14          he was introduced to him through a colleague of

15          his.  So they had some history, but a couple

16          things:  When we were first doing the negotiations,

17          we kept asking to speak to Dr. Bernstein, and Hugh

18          wouldn't let us; there was always one reason for

19          another.

20                      Because we thought, Well, we're going

21          to get involved in this thing and bring people into

22          this thing, we should be speaking to the funder.

23          If they're divesting, why are they divesting?  It's

24          a lot of money, really good money that they're

25          making.  Why are they walking way from that?  We

23

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          can take your word for it, but it would be just the

2          normal procedure and course to meet with Dr.

3          Bernstein and have a conversation, and he never let

4          us do that, you know?  And that made us very -- it

5          made me suspicious; it made Steve suspicious that

6          -- but we were focused on trying to build it, and

7          we were just trusting that what he said was what he

8          said.

9                      So he said that the sons didn't like

10          him; they hated him; he would tell us time and time

11          again when we asked to meet with them or Dr.

12          Bernstein that they -- they just really disliked

13          him; the sons disliked him, and they wanted to move

14          him out of it.  So we just focused on buying

15          Bernstein out and moving forward.  As we got closer

16          to that place where Beacon was going to buy out

17          Bernstein, it got even more, sort of, heated it

18          seemed.  We determined after a while the

19          relationship wasn't very good.  And you know,

20          looking back on it, we should have found a way to

21          have gotten to Dr. Bernstein because maybe we would

22          have learned some things about it.  I don't know.

23                      When I looked at what's transpired with

24          Velocity and I imagine that some of that -- some of

25          what happened here probably happened before.
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1          That's probably why Dr. Bernstein was trying to

2          divest, and knowing that would have been really

3          helpful.  But we were just optimistic, and we just

4          didn't assume the worst.

5                      And then as we started, we started with

6          Beacon.  We were probably working with Beacon for

7          the funding.  Things were locked down really well

8          because the synchronization model really protects

9          everyone in the sense that there's a lot of

10          paperwork, but you have to vet everything and using

11          their system which checked VIN numbers and

12          validated them.  There were times where they would

13          send us things, and the VIN numbers were duplicates

14          there.  And we'd send it back to Hugh and say fix

15          it, and he would always kind of say, Oh, yeah, it's

16          just mistakes and so on, and they're a small shop

17          and mistakes happen.  So working with Beacon was

18          nice in a sense that their system really helped

19          things to stay above board.

20                      Over the course of time, I mean, I

21          began to see, sort of...you know, here and there we

22          would see things that were a little suspicious, but

23          again, you know...I don't know what you know right

24          now about the portfolio; you probably have spent

25          more time with it than I do.  But I was stunned
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1          when I heard some of the -- just at a high level

2          some of the things and the duplicates.  I just

3          couldn't imagine.  I just didn't expect that from a

4          partner, a funder, somebody who really seemed

5          really above board.

6                      Anyway, all I'll just say is that

7          during the Beacon part of the relationship, you

8          know, we were managing Hugh; Hugh was a business

9          person doing his thing, pushing for whatever he

10          could.  We always said, Okay, he wore the Clonsilla

11          hat; we'll wear the Velocity hat.  You know, if you

12          want something, we'll try and get it for you; if

13          you need help from Beacon, we'll get it for you and

14          so on.  But you run your operation really well, and

15          we'll try and grow this thing, and there was some

16          back and forth, but it was always decent.

17                      I think things began to get a little

18          more suspicious once we lost Beacon and went on to

19          EFG.

20     26               Q.   And we'll get to some of those

21          issues that came up in a bit.  Personally, what was

22          your relationship like with Mr. Waddell?  Did you

23          get along with him generally?

24                      A.   Yeah, really well.  That's why

25          it's, kind of, so shocking to me.  He was the
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1          nicest guy when you meet him.  I mean, we spent

2          time together, you know?  He indicated the fact

3          that he's not a tech guy, and he's a business guy.

4                      And again, being a small business owner

5          in the sub-prime car-leasing space, you don't get a

6          lot of respect, you know?  But he just seemed to

7          treat his customers, you know, with a lot of

8          integrity, you know?  Yeah, I mean, he's a nice guy

9          to be around, and there's, you know -- his

10          operation, I mean, you can tell that his operation

11          wasn't run as well as it could.

12                      You can tell financially he wasn't

13          tracking things as well has he could, but you kind

14          of thought, well, he's a sales guy.  Maryanne and

15          the group, like, they handle that for him; his

16          accountant handled that for him, and they keep --

17          it's typical, you know, play between sales and

18          operations, right?  So you kind of assume, well, I

19          expect that to happen.

20                      Yeah, in person, he always sort of

21          supported Velocity.  He seemed like a really decent

22          family person.  Yeah, so whenever we met him or had

23          sessions, it was always all on the up-and-up, and

24          let's build this thing; let's make this thing work.

25     27               Q.   You mentioned Maryanne; is that
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1          Maryanne Jacobs?

2                      A.   Yeah, Maryanne Jacobs.

3     28               Q.   And what was her role at

4          Clonsilla?

5                      A.   She wore every hat, so she worked

6          processing deals, customer service, processing the

7          leases for customers.  She handled the bookkeeping,

8          all the bookkeeping, not the accounting but the

9          bookkeeping to coordinate the activity because

10          whether it's Dr. Bernstein -- putting together the

11          lists for him, the list of all the customers on

12          lease, send them across, making sure that the

13          funding came in, and organizing the bank accounts;

14          she did the same thing for us with Beacon and then

15          with EFG as well.

16                      She also did the -- she did calls out

17          to customers when they weren't paying; I noticed

18          when I was at the office sometimes they would sit

19          there and ask her for -- and then she would do that

20          one-on-one interview which happened a lot in the

21          sub-prime space.

22                      So she wore a lot of hats, you know,

23          and just ran a lot of different things.  None of

24          that was her background, but she was just a hard

25          worker who was really loyal to Hugh certainly and I
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1          think just did whatever it took.

2     29               Q.   Was Maryanne your primary point of

3          contact at Clonsilla?

4                      A.   Yeah.

5     30               Q.   And you mentioned earlier when you

6          met Hugh for the first time, he was with his

7          daughter.  Is that Meagan Waddell?

8                      A.   Yeah, that's Meagan.

9     31               Q.   And she was -- so Clonsilla had

10          two directors:  one was Hugh, and the other one was

11          Meagan?

12                      A.   I'm not sure.  I'm not sure what

13          the structure was because it was probably -- I

14          think it may have switched over a time.  I learned

15          that later on, but Meagan was the director, had

16          signing authority; Hugh was as well too.  I think

17          his wife...she may have been a director as well.

18     32               Q.   Did these family members have any

19          role in the day-to-day business of Clonsilla?

20                      A.   No, they didn't.

21     33               Q.   As far as you know, they weren't

22          employees?  They weren't working as employees of

23          Clonsilla?

24                      A.   No, I mean, Hugh may have done

25          something with his daughter potentially on the
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1          books, you know?  I don't know.  As far as I know,

2          they weren't working in the daily -- they weren't

3          part of the daily operations.

4     34               Q.   And did you know Rastislab or

5          Rasto Scasny?

6                      A.   Yes.

7     35               Q.   And what was his role at

8          Clonsilla?

9                      A.   Yeah, he was a -- he was in sales,

10          and he was a primary salesperson.  So once in a

11          while, he would call us.  Like, he'd be using the

12          system, entering data into the system, and he would

13          have questions about how it works or how best to

14          use it, but he was primarily on the sales end.

15                      Maryanne handled -- he would

16          essentially originate the deal, hand it to Maryanne

17          in paper, and Maryanne would enter everything into

18          the system.

19     36               Q.   Did you interact regularly with

20          Mr. Scasny?

21                      A.   No, I mean, maybe once every two

22          months, we would have a call.

23     37               Q.   Was there any other Clonsilla

24          employees you would regularly interact with other

25          than Maryanne, Hugh, or Rasto?
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1                      A.   No, that's it.

2     38               Q.   Were there any other employees of

3          Velocity?

4                      A.   No, technically -- so initially,

5          the idea was to have me as a consultant, you know?

6          But then we were trying to qualify for the CERB,

7          and I thought, okay, well, if we're going to do

8          this, let's do this.

9                      So we converted me into an employee, I

10          think, in 2020.  So I was technically the only

11          employee, and Jacquie Rabinowitz was also somebody

12          that -- she was a consultant that had worked with

13          Hugh in the past.  She understood -- she did all

14          the PPSAs, all the lien registrations, so she

15          understood that process.

16                      So Hugh suggested that I use her

17          because she just knew what she was doing, and she

18          could help to put the vehicles on lien whenever we

19          closed the deal, so that was her primary function,

20          PPSA for Velocity, and I think she did some other

21          things for Hugh as well, and she had some other

22          customers.

23     39               Q.   Sorry, can you repeat her name?

24                      A.   Her name?

25     40               Q.   Yes.
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1                      A.   Jacqueline Rabinowitz.

2     41               Q.   Did she work at Velocity the

3          entire time you were there?

4                      A.   Yeah, from the time we started,

5          she was doing our PPSAs.  She understood we didn't

6          -- she understood how to do the liens.  She had

7          done that for Hugh.  I guess she was doing it for

8          Hugh and the doctor, you know?  So she just

9          transitioned over to us.

10     42               Q.   And who is Paul Breakey?

11                      A.   Paul Breakey is somebody that we

12          brought on.  He's a consultant, and he was handling

13          -- he was brought on to handle the accounting, but

14          we brought him on after we moved over to EFG.  With

15          Beacon -- Beacon's people did most of the work

16          because, again, they had the back-end system.

17          Their people knew, essentially, how much we owed,

18          and they told us essentially what we owed them, how

19          to close the tranches; they helped us do that,

20          verify them, validate them, audit them, give us

21          feedback.

22                      Paul Breakey, when we transitioned over

23          to EFG, the --

24     43               Q.   Sorry, you said "EFG."  Do you

25          mean EFC?
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1                      A.   EFC, sorry, EFC.  Paul Breakey was

2          brought on because we knew we had to, basically,

3          have an accounting in-house, and the idea here is

4          that we start with Paul, and maybe bring him on

5          full-time at some point or get -- with his

6          background in accounting, he would structure things

7          for us and help us -- because this was -- this

8          system was a little more complicated than what we

9          were doing with Beacon.

10                      With Beacon, basically, we sold a

11          dollar -- for every dollar that you leased out,

12          they would finance.  It was a one-to-one

13          relationship.  With this situation with EFC, it was

14          leveraged; it wasn't a one-to-one relationship;

15          this was more complicated.  So we brought Paul in

16          to really run accounting and handle that for us and

17          set it up, so we can actually report properly.

18                      Also, the requirements of the

19          relationship with EFC required, you know,

20          reporting, and I mean, they said that, yeah, for

21          the first year or so, there would be, you know,

22          growing pains; we'll figure it out, but then

23          there's going to be, you know, as you move forward,

24          you need to have accounting in place.

25     44               Q.   So Paul would have started

33

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          sometime in 2022?

2                      A.   Yeah, yeah, around that same time

3          that we actually signed up with EFC.  I think it

4          might have been within the month or so.  Within a

5          month or six weeks, he moved on.

6     45               Q.   Did he remain an employee until

7          the receivership?

8                      A.   Yeah.  Well, a contractor; he was

9          a contractor.

10     46               Q.   And what was your relationship

11          like with Paul?

12                      A.   Yeah, it was good.  I mean he was

13          busy.  You know, I would have liked to have gotten

14          more -- I mean, there was times where it was

15          frustrating because he was doing -- he had other

16          customers, and he had some health issues and so on.

17                      So yeah, I mean, it was back and forth.

18          We were hoping to have more of his time than we

19          did, but he was -- in meetings together, he was a

20          great guy, affable; when he got to something, he

21          did a good job.  He was able to put together some

22          -- he worked with the EFC; Nadia I think her name

23          was; she was a CFO.  He worked with her to really,

24          you know, sort of, augment and get the financing

25          right -- sorry, get the accounting right.  We were
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1          using paper forms, so they had a document that they

2          sent over to us that we, basically, took and we

3          used to memorialize all the leases that were going

4          onto the books.

5                      Eamonn sent it to us back in -- before

6          we kind of kicked things off, so we were using that

7          to memorialize all the leases, and Paul worked with

8          Nadia just to get it right.  We hired on an

9          accounting company.  Anyway, I'll talk about that

10          in a moment.

11                      So Paul worked with Nadia to get the

12          forms that we were using back and forth to document

13          the leases which would dictate how much we owed

14          them; it would dictate leases coming off the books,

15          coming onto the books, all that, and make sure that

16          the numbers flowed.  It took them about two or

17          three months to get it just so until they were

18          happy, but we worked pretty intimately with her and

19          that group.

20     47               Q.   And you mentioned the first funder

21          that worked with Velocity was Beacon.  Is that

22          right?

23                      A.   Yes.

24     48               Q.   And who were your primary -- who

25          did you mostly speak with -- who did you mostly
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1          work with at Beacon?

2                      A.   Ed Furtak; he was -- he put the

3          deal together.  So he was, sort of, the figure

4          head; nothing could happen without his approval.

5          And sorry, the other name will come to me.

6                      Anyway, Ed Furtak was our primary

7          contact, and we worked with a woman; she was the

8          controller, and she basically helped us close the

9          deal.  She knew the numbers like the back of her

10          hand, and she was there when we closed the deal

11          with Beacon.

12                      On an ongoing basis, she would give us

13          feedback, you know, whenever we sent documents.  If

14          there's any auditing or issues, whatever, we would

15          communicate with her primarily from a financial

16          perspective.

17     49               Q.   Was her name Sami?

18                      A.   No, no, Sami was a guy; he visited

19          Beacon -- sorry, he visited the Clonsilla to do a

20          review, and he was there, but he reported up to

21          Helen.  Yeah, Helen, that's her name.

22     50               Q.   And then in May of 2022,

23          Enlightened or EFC provided funding to Velocity?

24                      A.   Yeah, so things were going --

25          things were continuing with Beacon, but like I
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1          said, it was really a skinny deal for us.  It was

2          more of a proof-of-concept deal.  So we were

3          looking for another funder that would come in and

4          see the model, look at what we've done, look at

5          what we've paid, never missed a payment, and see

6          the returns that they could get once they

7          understood the portfolio and how it functioned.

8                      And then so Ed Diaz who was a colleague

9          of ours -- he was never officially in Velocity, but

10          he worked with us to secure Beacon.  Ed Diaz found

11          Beacon for us, and he also found EFC for us.  He

12          had a relationship with them, and they had a model

13          that would allow us to, basically -- they have a

14          model that would allow us to, basically, use any

15          future value kind of technique.  If we closed a

16          dollar, we could actually -- if we closed a dollar,

17          which is what we did with Beacon, they would

18          recognize some of the interest that we would make

19          over the course of that contract.

20                      So if it's a hundred dollars for the

21          lease and over the course of the lease we would

22          earn maybe 165, they would give us a portion of 65

23          [sic], you know, over the course of -- upfront, and

24          that was great for us because it would give us some

25          cash; we had no cash flow.  We were running
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1          Velocity really just on the thin, on the skinny.

2          And as a matter of fact, early into the contract

3          with Beacon, they were doing all the servicing, and

4          we paid them for the servicing, which is, again,

5          the back end of the provider.

6                      They basically came back and said, hey,

7          guys, we have got to cut your revenue in half.  So

8          we expect us to make, you know, $9,000 a month;

9          we're making $4,000 a month, $4500 a month.  So it

10          was really skinny for us.  So we were working for

11          free, basically, just to prove the model with

12          Beacon.

13                      So when EFC came around and had a model

14          wherein which we can actually, first off, find some

15          capital, we could actually grow the company with

16          some cash flow.  Because nobody paid any money to

17          the company.  It was all just, sort of, me working,

18          building it out, working for free for the most part

19          until I started pulling an income.  And EFC's then

20          model would allow us to essentially be using future

21          value technique.  We would be able to get some cash

22          flow, hire employees, bring on an accountant like

23          Paul, bring on BDO to do some accounting for us and

24          just do some things necessary to grow a company.

25                      So that was attractive from the EFC
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1          proposal as well as the fact that they were going

2          to reduce the cost to fund.  They were tied to

3          prime; Beacon's funds weren't tied to prime.  They

4          were tied to prime, and it was a much bigger

5          number.  So when we first did the deal, we were

6          like, oh, we'll have some cash flow, you know?  I

7          mean, it was about maybe 3 and a half percent,

8          which was fine to just cover the bills and begin to

9          grow Velocity because we were kind of seeing the

10          model, and it was working, and we knew that it

11          could bring us more dealerships and begin to build

12          this thing out.

13                      So that's why they were attractive: the

14          future-value technique approach to the accounting

15          as well as lower cost to funds.

16     51               Q.   And who were your primary contacts

17          at Enlightened?

18                      A.   Primarily, Eamonn and Bobby.

19     52               Q.   And were you introduced to Eamonn

20          through Ed Diaz?

21                      A.   Yeah.  I actually hadn't -- I

22          actually met Eamonn at my fitness club before I saw

23          him, before we connected via EFC.  He is a

24          triathlete, and I hit the weights, and we would

25          meet up and talk about his world and my world.  So
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1          we got to know each other with -- I didn't even

2          know his name; he didn't know my name, but we knew

3          each other, respected each other.  So when Ed said,

4          hey, I've got somebody that might be interested in

5          this and then we got in the first meeting, when

6          Eamonn showed up, he was like, hey, holy smokes; I

7          know you, you know, and I knew him; it was nice.

8                      So we connected there and started

9          talking about this model and what are we doing with

10          Beacon and the fact that we'd like -- you know, he

11          was starting his initiative as well too.  So he had

12          some flexibility; he was able to give us a better

13          deal and free up some capital for us.  So it seemed

14          like it was possible; we can work this out.

15                      And then we spent about, maybe, four to

16          six months with them going back and forth on

17          documentation to really tighten up the model and

18          all the support documents.

19     53               Q.   You mentioned Eamonn's initiative.

20          What are you referring to?

21                      A.   His company.  His company was,

22          sort of -- I understood it was relatively new,

23          maybe a year or two old or so but relatively new,

24          and he was looking to grow -- to build up

25          portfolios with different sorts of, you know,
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1          components.

2                      So for us, we would be the

3          leasing-vehicle component; he had other things in

4          other areas of financing, just trying to diversify

5          his portfolio.  I think we were the only one of our

6          kind.  So he was in that, kind of, growth mode.

7     54               Q.   Was Eamonn the person you would be

8          reporting to at Enlightened?

9                      A.   No, I think my permanent contact

10          was -- it was really him and Bobby, but again, they

11          were stitching it together.  Nadia wasn't there in

12          the beginning; Nadia came on, maybe, four months

13          after, a little bit after, I guess.

14                      So initially, it was really Eamonn that

15          gave us the documents to track the portfolio, and

16          then Nadia came on, and she was -- took over those

17          responsibilities for us.  But in the early on, it

18          was Eamonn and Bobby.

19     55               Q.   And sorry, who is Bobby?

20                      A.   Bobby was -- he was hired on by

21          Eamonn as...we met him from the very beginning.  He

22          had a background in leasing and lending and loan --

23          and Eamonn brought him in just to structure deals.

24          It wasn't operational contact but somebody we would

25          meet with whenever there's something to talk about.
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1     56               Q.   So was Eamonn overseeing, then,

2          the portfolio?  Or did he delegate that to others?

3                      A.   In the very beginning, he was

4          overseeing the portfolio.

5     57               Q.   And then over time, that changed?

6                      A.   Yeah, over time, Nadia came in,

7          and then I think he began to grow out his staff,

8          but insofar as, you know, we were concerned, it was

9          Eamonn first, and then Bobby was there, but he

10          wasn't crunching the numbers, but Eamonn was really

11          looking at the numbers.

12                      And then Nadia, I think, took that over

13          and then Nadia and Paul -- when I brought Paul

14          Breakey on, it was Paul Breakey and Nadia working

15          together on the multi reporting.

16     58               Q.   So let's go back for a second to

17          the Beacon financing.  So with the Beacon leases,

18          who was supposed to be the servicer of those

19          leases?

20                      A.   Sorry, the servicer as in the

21          back-end servicer?

22     59               Q.   Correct.

23                      A.   The relationship -- sorry, the

24          deal structure had us as a servicer, and then I

25          think they had a backup to us as well too, and
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1          that's why they paid us.  So we put the deals on

2          the books, and that money came in and went right to

3          Clonsilla, you know, for whenever they sold or

4          whenever they closed.

5                      And then Beacon would basically give us

6          a stipend each month as a servicer; that's the fund

7          that was cut in half.  It was supposed to be a

8          certain amount, and then it was cut in half after

9          about, maybe, three or four months of working with

10          them.  And the servicer really just means that we

11          would work with Clonsilla to make sure that they're

12          reporting the cars correctly, taking the cars off

13          the books, you know, when they're repoed, picking

14          them up, like, just reporting, you know?

15                      We would do the reporting and make sure

16          that we had all the new deals coming on, all the

17          ones coming off, all the ones that were end of term

18          and just really managing that documentation with

19          them.  So that was really our job.

20     60               Q.   So I'm just going to put up on the

21          screen a document from the first report of the

22          receiver.  So on the screen right now is a

23          work-flow chart created by the receiver to describe

24          the funding arrangement with Velocity and Beacon,

25          and there's a lot going on here.
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1                      I'd just like to walk through with you

2          how the Beacon transactions were supposed to work.

3          Feel free to take a moment to review that.

4                      A.   That's okay.  I wrote that.

5     61               Q.   Okay.  So the Beacon transactions,

6          they were referred to as LW2 and Alpha 2.  Is that

7          correct?

8                      A.   Yeah.

9     62               Q.   And can you just describe with

10          those meant?

11                      A.   LW2 was funded by Leeward...I

12          forget the...but Leeward, they funded LW2, and

13          Alpha 2 was funded by a different group.  They were

14          both sourced by Ed Furtak, but I think Leeward did

15          all of the LW2 funding.  Alpha 2 was a composite; I

16          didn't know who the investors were.  I think

17          Leeward had some of that as well too but with other

18          investors.

19     63               Q.   So the differences between the two

20          is just the source of funds from different

21          investors?

22                      A.   Yeah, correct.

23     64               Q.   And LW2, that began...was that the

24          first funding?

25                      A.   Yeah.  That was the first one.
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1          Alpha came in a few months after.

2     65               Q.   And the LW2 was around September,

3          October of 2019?  Does that sound right?

4                      A.   Yeah.

5     66               Q.   And then Alpha 2 in February of

6          2020?

7                      A.   Yeah, that's right.

8     67               Q.   So under those transactions, who

9          was the originator of the leases?  Was it

10          Clonsilla?

11                      A.   Yeah.

12     68               Q.   And how would that process work

13          for lease origination?  Is it correct that first a

14          customer would apply for a lease at Clonsilla?

15                      A.   Yeah, yeah, so customers apply for

16          a lease with Clonsilla; they would capture their

17          credit score, run them through the bureau, look at

18          the deal structure, select the vehicle, determine

19          the price of the vehicle.  Being used, his cars

20          were typically upwards of 80,000 kilometres on the

21          vehicles.  Some of them were between three and

22          seven years old, you know?

23                      So they would -- Rasto and his team

24          would, basically, sell the vehicle.  He would do

25          the paperwork, if -- then they started using the

45

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          system, but they would use our system to originate

2          the deal, put in just all the deal information,

3          customer, what have you.

4                      They would do the credit scoring

5          offline, like, separately.  We never added the

6          credit score into our front end.  He would go over

7          it, approve it, and dictate what the rate would be,

8          any incoming down payment to mitigate risk based on

9          a customer.  And then they would just, sort of,

10          process that and hold it on their side.  And then

11          they would accumulate those; Maryanne would

12          accumulate those on the list of all the vehicles

13          that they were going to, essentially, sell.  So

14          they would do the financing.

15                      He did a thing called floor planning

16          where he was getting money from other companies to

17          keep the vehicles on the lot.  And so once they

18          were sold -- once they were leased, that vehicle

19          had to be paid for, so he would accumulate,

20          probably, between 10 to 15 because it didn't make

21          sense to close with less than that.

22                      And then we would have a list of all

23          the vehicles, all the particulars on the vehicles.

24          They would upload the driver's licence and all the

25          information to our system; I think you saw the
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1          system.  So they would have to upload all the

2          information there.  We would see it all.  Jacquie

3          on our side would go through and make sure

4          everything was there; she had a checklist, and she

5          would double check to make sure the licence is

6          there and ownership.  She would do the lien

7          herself, you know, and just go through and make

8          sure everything was there, double check VIN numbers

9          and insurance information to make sure it's all on

10          the up and up, and when she was happy, she would

11          then approve the deal.

12                      And then again, when they held -- they

13          would accumulate up to about maybe 10 to 15,

14          sometimes 20, and then they would send those to us

15          with the tranche.  And once we got those with the

16          tranche, we would then -- we got those with the

17          tranche, and we would then fill out -- basically,

18          it's like a closing.

19                      So on the Thursday, we have a closing,

20          per se, and there's about nine -- seven documents

21          that have to be done.  One document memorializes

22          all the leases, all the transactions, and there's

23          other documents that Hugh signed, and he would have

24          to sign all of them.  Velocity would sign some of

25          them, and then we would send all these documents --
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1          they were all part of the synchronization

2          arrangement, and they were different parts of a

3          Notice Agreement and different parts of the Beacon

4          synchronization agreement.

5                      So all those documents were signed off;

6          I got them all, validated them all, signed what I

7          had to sign, and then we sent them across to

8          Beacon; they reviewed everything, double checked

9          all the VIN numbers, double check -- they loaded it

10          into their system, make sure there's no

11          duplication, just make sure everything is good as

12          per the agreement, and once they were happy with

13          it, they would then send money across to Clonsilla.

14                      Now, initially, we were -- initially,

15          we were going to send money to Velocity, and then

16          Velocity would have this warehouse facility here;

17          that never happened.  They basically -- Ed Furtak

18          made the decision, and he said, listen, Velocity

19          doesn't have any assets; Velocity doesn't have any

20          money; we can't put money into Velocity; we can't

21          put a closing worth a few million dollars into

22          Velocity hoping it goes across to the dealership.

23          So we never did this warehouse facility

24          with...with...

25     69               Q.   Waddell Asset?
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1                      A.   Yeah, yeah, yeah, that's right.

2          But we never had -- the intent here is that we

3          would have a few million dollars sitting there, and

4          that would allow us to close deals faster and then

5          flush them across to Beacon when they were ready

6          kind of thing and have that, so he didn't have to

7          wait until Beacon closed, but that never happened.

8          They just sent the money directly from Beacon right

9          to 926749, and that was fine by us.  I mean, it

10          wasn't our money.

11                      So when they closed it, they were happy

12          with it; they sent them a cheque or a wire, and the

13          wire went into 926749 Ontario Limited.  And then we

14          would just get income after the month and all the

15          closing was done, the 15th or so.  We would get a

16          cheque, and that was our servicing cheque, and that

17          was what we lived on.

18     70               Q.   So looking at this chart, the

19          funding never actually flowed from Beacon Holdings

20          Limited to Waddell Asset Credit Corporation then to

21          2712697 and then to 926749.

22                      A.   No, it didn't.  It was intended to

23          do -- that was the idea, but again, they said they

24          didn't feel comfortable putting money into Velocity

25          like that and adding that to it.  We would probably
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1          get there eventually.  This was what we had hoped

2          to do, but then they said, no, listen, we're more

3          comfortable just funding the dealers directly, and

4          that's what we did, and that was fine.

5                      When Velocity secured some credibility,

6          we would probably have our own warehouse, and the

7          idea here too was that we would be able -- a dealer

8          would be able to close the deal on a Monday, and we

9          would have enough funds on hand that we could close

10          it by Wednesday and then accumulate these in our,

11          sort of, portfolio and then send them across to

12          Beacon as a tranche, and then do it that way, but

13          we never got to that point.

14     71               Q.   So it sounds like during this

15          process there were, let's say, three approval

16          processes: Clonsilla would first do their own check

17          of the lease and confirm that all was in order, and

18          then it would be sent to Velocity who would go

19          through their approval process, and then Beacon

20          would do the same on their end.  Is that right?

21                      A.   Yeah.

22     72               Q.   And then what would Velocity do

23          during their review of the tranches on their end?

24                      A.   That was Jacquie, and Jacquie

25          would go through and -- well, two things:  So
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1          Jacquie would go through and make sure that

2          everything is uploaded into the system.  We'd have

3          a checklist and just make sure, you know, if we

4          needed a driver's licence, lien registration, any

5          supporting documentation, if there's a guarantor;

6          all that stuff was actually in the system.

7                      So she'd validate that the checklist

8          was complete and double checking numbers to make

9          sure O's aren't zeros and S's aren't fives and so

10          on and so forth.  So that's just making sure that

11          the deal actually is a good deal from Velocity's

12          perspective.  And then I would look at the list

13          that we're sending across to Clonsilla, and I would

14          just do a review again to -- I'd look at it at a

15          higher level just to make sure that all the

16          paperwork that we have to send over to Beacon is in

17          place and ready to go.

18                      And then they would -- and then Beacon,

19          what they would enter into their system when they

20          did the first upload -- they would always do an

21          upload, and they would kickback any duplicate VIN

22          numbers, any deals that were longer than they

23          should be, like for instance, a deal that ran into

24          72 months when it should have been 66 or 60 max,

25          anything that, basically, broke any rules.
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1                      Their system ran the rules, and they

2          would show us the document that would show any rule

3          breakage and what needed to be done to rectify.

4          And sometimes we'd call them, and they'd make an

5          exception, or they would just say, well, no, pull

6          that from the tranche and resubmit.

7     73               Q.   So in the Beacon transaction, it

8          was Beacon that was reviewing to see if there were

9          any duplicate vehicles?

10                      A.   Yeah, their system, it's called

11          the...it's an -- their back-end system was a --

12          it's a robust, really powerful leasing system.  So

13          they put it into their system, and they also sent

14          us reports where they would show us all the leases

15          on the portfolio, how they're all -- every month

16          that they're all going down, as it gets paid out to

17          someone.  It's a powerful system.

18                      So yeah, it checked for dupes; it

19          checked for anything that was out of bounds from

20          our stated relationship.

21     74               Q.   Would Velocity or Clonsilla do the

22          same check to see if there were duplicate vehicles

23          being submitted?

24                      A.   Yeah, we would do a -- we were

25          manual, but our system -- our front-end system,
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1          actually, we check for duplicates as well too.  So

2          if you're entering it in on the front-end, yeah, we

3          check for duplicate VIN numbers; I had Levon do

4          that.  I remember after we moved over with EFC, we

5          -- Clonsilla called us, and they asked us to --

6          they said they were having trouble with the

7          processing, and it was causing some issues on their

8          end.

9                      So they asked us if we could actually

10          not -- just disable the duplicates.  I had Levon

11          make an adjustment to it and said, okay, well, you

12          guys manage your stuff.  So we disabled that

13          feature, actually, after a while, but with Beacon,

14          we didn't; it was in place, and -- but they checked

15          it on their end as well too.

16     75               Q.   And did you have any concerns with

17          deactivating the duplicate?

18                      A.   Now, I do.  At the time -- I think

19          I have the emails.  I said to Levon, yeah, they're

20          having some problem, and they're saying it's

21          annoying or whatever; there's something that

22          they're doing.  So can you just let them manage it;

23          they're going to manage it via the spreadsheet, and

24          it's causing them some grief, so send it over to

25          us.  And so Levon went in and basically just
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1          disabled that feature, but he built it into the

2          original version.

3     76               Q.   Who is Levon?

4                      A.   Levon is our developer.  He

5          basically built the system.  So this here, this

6          whole process here, this is the work flow; I

7          designed this.  Levon used this and the other

8          documents you probably saw like this to create the

9          work flow.  And this is the front end that they

10          used to enter into the system.

11                      So you have the customer application;

12          there's a screen, and then the status says,

13          approval, declined, all those things; he built it

14          around that.  So he built the system back in...I

15          think it was built maybe December 2019 when we

16          finally started using it.

17     77               Q.   And was that system used

18          throughout in the next -- over the next four years

19          including with Enlightened?

20                      A.   Yeah, yeah, we used the front end

21          to capture all the deals.  What we did is we

22          changed the back end.  So Beacon had a process

23          wherein which they had to create -- we had to

24          create certain documents for them.  We just

25          modified that part of it because with Enlightened,

54

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          it was just a different situation.

2     78               Q.   And then for getting payments back

3          to Beacon, was it your responsibility to ensure

4          payments to Beacon were made from the lease

5          collections?

6                      A.   Well, yeah, so I'd work with

7          Clonsilla to make sure; I'd let them know -- I'd

8          let them know each month how much they owed.  So

9          we'd have the form that they would send us, and

10          we'd know how much they owed each month based on

11          what's on the books.  So we would have an amount

12          for National.

13                      So we had a form that I built out, and

14          there was a big spreadsheet, and it would indicate

15          -- I built this with Sami, Sami and I.  Sami worked

16          at Beacon; we kind of evolved this, and we got it

17          to something that they liked.  We used it to track

18          all -- so every tranche we added a whole new

19          section, all the new leases.

20                      I'm not sure if you've -- you must have

21          seen it.  All the new leases were added, all the

22          additions, all the deletions, and then the

23          portfolio was there and all the tabulations of what

24          they owed.  Then I would let Clonsilla know what

25          they owed.  I would let National know what they
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1          owed, and they'd submit it, and they'd submit it

2          directly to Beacon.

3     79               Q.   So the funds didn't flow through

4          Velocity?

5                      A.   No, no, no, no, they would pay

6          Beacon directly.

7     80               Q.   And what would happen if they

8          didn't make the required monthly payments?

9                      A.   Well, if they were late...I mean,

10          Beacon just didn't allow them to be late.  They

11          weren't often late.  Hugh and Adam worked pretty

12          hard to make sure those went in in batches.  So the

13          idea here -- the idea, though, is that that was an

14          optimal.  We were doing it that way because we were

15          putting this all together.  But the idea here is

16          that -- and Beacon agreed to this, and EFC agreed

17          to this, and this is what we wanted the dealerships

18          to do; National did it, and Hugh never did it.  And

19          I think it's the basis of a lot of these problems.

20                      In the Beacon relationship, the idea

21          was that the dealership would give the...hold on a

22          second here.  The dealership would give us all the

23          payments directly.  So they'd have an account;

24          they'd open an account, this Waddell Corporation

25          account, and National had their own, kind of,
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1          account.  It was an account that Beacon would be

2          able to see and have access to.  And the dealership

3          would basically put all -- they would move all the

4          payments from their operational account into that

5          account.  And this is an account that Beacon

6          structured so that they had access to, they had

7          ownership of; if anything went awry, they could

8          take control of because this is where the payments

9          were going, and all the payments were going to that

10          account.

11                      That was important because it

12          controlled the payments from the customers, right?

13          So National did this no issue; he transferred it

14          in, and we could see all the customers paying, and

15          if there was a bounced cheque or something, we

16          could see what happened.

17                      So the funds were always submitted to

18          that account, and then Adam would go in and

19          transfer from that account across to National.  So

20          Beacon always had a line of sight on the payments

21          knowing that, okay, it's all coming in; we know

22          that Velocity is telling us how much should be in

23          there, but National goes in, and he does the

24          transfer.  And he does the transfer across to

25          Clonsilla the day of or whatever, you know, the
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1          payment, but they can see everything that's going

2          on -- sorry, not to Clonsilla to Beacon.

3                      So we told Hugh he had to do this; this

4          is critical.  This is a big part of managing the

5          money because those payments weren't his; those

6          payments were -- those vehicles were Beacon's; they

7          purchased them.  Those payments are payments to

8          those vehicles; that's not his money, you know?  So

9          he should basically be doing the same thing, and he

10          never complied.  Steve and I asked him over and

11          over and over again; Beacon asked him; Furtak asked

12          him, and for one reason or the other, he would

13          always say, oh, it's too hard to do; I have too

14          many customers; it's a lot of work; I have to do

15          this and that and so on.  We just kept thinking

16          we'll be on him, and eventually, he'll comply, but

17          he never complied.

18                      So what he would do is he would just,

19          basically, send us a lump sum of money -- sorry,

20          send Beacon a lump sum of money to pay the leases

21          off, right?  And then towards the EFC -- you know,

22          when we got into it with EFC towards the end, we

23          realized that Hugh was basically...that money

24          wasn't coming from the customers; it was coming

25          from new funding to pay for customers.  It was sort
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1          of a...it wasn't good.

2                      Anyway, the intent of the system was

3          that the dealerships would drop their money into

4          that account, that it was BMO with EFC, and it was

5          TD with Beacon, and there'd be visibility; I can go

6          in there; I can look; they can go in there; they

7          can look, and we could all see what's happening,

8          and then there would be no issue.

9                      A big problem here is that, you know,

10          even though we all asked him, everybody, Furtak,

11          Ed, Steve, me, you know, Eamonn, Bobby, we all

12          asked Hugh to do it.  He always had a reason why he

13          couldn't do it yet.  He was doing it; I think he

14          made some promises to Eamonn that he's going to get

15          it done and everything else towards the end.  And

16          he just never did it because -- he just never did

17          it.

18     81               Q.   So were the blocked accounts

19          actually being used with Beacon?

20                      A.   No, it wasn't a blocked account.

21          It was called a -- these SPVs had their own

22          accounts.  They weren't blocked technically, but

23          they were essentially...they were structured in a

24          way where they were owned by Beacon, you know?

25          Beacon had -- it was a limited liability kind of
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1          thing, and they had visibility, and they could take

2          control of them whenever they wanted to, so I guess

3          they were technically blocked.

4     82               Q.   But the blocked accounts were then

5          used for the -- under the Enlightened credit --

6                      A.   Yeah, the actual mechanism of

7          blocked account was used under the Enlightened;

8          that's right.

9     83               Q.   Did you ever visit the dealership?

10                      A.   Clonsilla?  Yeah, yeah.  I was

11          probably there in Peterborough once every three

12          months or so.

13     84               Q.   And what would you do at these

14          site visits?

15                      A.   Well, we would talk about the

16          business.  Sometimes we would talk about some of

17          the processes; we would talk -- I would give them

18          training on the front end to make sure that they

19          were using it well, if we were making additions or

20          updates to it.

21                      I'd sit with Maryanne; she would have a

22          lot of questions on how to improve -- or ideas on

23          how to improve the system to make it more efficient

24          for reporting.  By "system," I mean the front end

25          that we gave them to capture information.  I spent
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1          80 percent of my time with Maryanne just trying to

2          work with her to improve the processes, listen to

3          her feedback, and try to make some adjustments to

4          things and then time with Hugh really looking at

5          the big picture and talking about where things are

6          heading and how we're working together.  Yeah,

7          every three months or so I'd probably get over

8          there.

9     85               Q.   I'm just going to put up a

10          document on the screen, and this is an email from

11          yourself to Maryanne Jacobs on April 1, 2022; is

12          that right?

13                      A.   Mm-hmm.

14     86               Q.   Describe what this email is

15          discussing, and can you explain what the CAMS is?

16                      A.   So CAMS is a system that we

17          brought in.  We brought CAMS in to be our back end,

18          our version of what Beacon was doing because CAMS

19          was a platform that actually -- you know, it was an

20          automotive accounting system, you know, for small

21          companies.

22                      So we were going to use CAMS; we wanted

23          to get Clonsilla CAMS as well too because they had

24          no back end.  There was no -- it was all just...our

25          system was the only thing that they were ever
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1          using.  There was just no automation there at all.

2          So the idea here is that if they could get on to

3          CAMS, it would help them regulate and organize and

4          document, you know, their portfolio a little

5          better.

6                      So we purchased CAMS; we got a

7          subscription to CAMS; they got a subscription to

8          CAMS.  They never really went on it, though.  They

9          were always trying to, you know, just one thing or

10          another, all the deals coming in, and nobody could

11          really spend the time and effort to do the work.

12          So CAMS never was adopted, but the idea here was

13          that they would really help Clonsilla run their

14          operation more effectively just by putting things

15          into the system; it's a proper kind of system; it's

16          been around for quite a long time, maybe 30 years

17          or so, and it's used by small businesses like

18          theirs to run their operation.

19     87               Q.   So when you say, I have to

20          manually load three contracts into CAMS, can you

21          just describe what that means?

22                      A.   ROI was the company that Hugh and

23          Dr. Bernstein jointly owned together.  It was a

24          company that they basically -- they started to do

25          exactly what we were doing before we got engaged.
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1          So this was converting -- this was trying to

2          convert; we were moving all the ROI data.  We

3          called somebody at...Hugh had a guy who worked on.

4          They had a really basic system.

5                      Anyway, they sent us the data file, and

6          we were trying to load everything up into CAMS, and

7          I think most of it went into CAMS except for these

8          deals.  It just meant, sort of, inputting them.  So

9          the idea here is that the files that were in ROI

10          were still on the books, right, and those files had

11          to, basically -- I mean, they were being brought

12          over.  If we were buying the Bernstein portfolio,

13          they were all coming over into our world as well.

14     88               Q.   So was CAMS used more for ROI than

15          by Clonsilla?

16                      A.   No, no, no, no, ROI was just using

17          -- again, that was before us.  So they were

18          probably quite manual, I imagine.  Hugh had a very

19          basic front end that he was using; it was really

20          simple, but they were probably just using that for

21          the most part.

22                      Anyway, one of his -- the guy who built

23          Hugh's basic front end sent us -- he put everything

24          into a file, and it was sent to us, so we can bring

25          it into our CAMS system.  So we didn't have all our
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1          deals from ROI Bernstein world on our system

2          because we would have to basically be a...divide

3          the portfolio.

4     89               Q.   When you said Clonsilla refused to

5          use CAMS, were you ever insisting that they use it?

6                      A.   Yeah, yeah, I mean, over and over

7          again.  The operation wasn't running really well,

8          and there was lots of frenetic behaviour back and

9          forth, and there was always -- everything was just

10          a -- it just wasn't a well-run operation, and

11          Maryanne was wearing ten hats, and it's not her

12          background.  She's not an accountant or a

13          bookkeeper.  She's just doing her best.

14                      And Hugh changed the rules a lot on how

15          things would go, so there were lots of spreadsheets

16          everywhere.  So yeah, we said, you guys have to run

17          this thing -- you know, get on to CAMS; it will

18          help you know where the money is and track things

19          properly, and it will make a big difference.  I

20          mean, the thing's been around for 35 years; it's

21          doing -- it's been used very well by many

22          companies, and it's expensive and everything else.

23          They just never had; I don't think Hugh ever really

24          wanted to...you know, when you put your system on

25          something like this, there is visibility.
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1          Everything is there, and there's no playing with

2          it.  Your back-end system will tell you precisely

3          what your portfolio is.  So I think there was some

4          resistance about having that kind of visibility.

5     90               Q.   So after a while, did it start

6          raising red flags for you?

7                      A.   Well, I mean, the biggest red flag

8          really for us was no matter how much we asked him

9          to do the PAPs into the account, like, he would

10          never do it, and it would always be just different

11          excuses.  That's when I realized he just doesn't

12          want to do it.  He would even tell Beacon; he would

13          say, I'm just not -- it's a lot of work.

14                      And that was the biggest red flag

15          because that's the customer's money -- sorry,

16          that's the customer accounts being paid into the TD

17          account or the BMO account.  That's important for

18          visibility; that's the one thing that we can

19          control to know that the cycle and the process is

20          actually working correctly.  Without knowing that,

21          we don't know where the money is coming from; we

22          don't know where the cheques are coming from.  We

23          just see lump-sum cheques coming in; we have no

24          idea what they pertain to, what they're paying off

25          entirely.  It's not the way the system is supposed
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1          to work.  So that was the biggest red flag.

2                      The other one, I mean, nobody there was

3          technical.  Nobody there would think of this.  It

4          felt as if they just didn't want to put the effort

5          in to do it.  That was not abnormal for a company

6          like theirs, so that's why to me the account was a

7          bigger red flag for us.

8     91               Q.   What system would Clonsilla use to

9          send you or Beacon the copies of the lease

10          documents?

11                      A.   The system that we built; it's

12          called the Velocity front end.  That's why I'd go

13          and visit them and train them on it.  And going

14          back to the other form that you saw there, that's

15          the one that they would use to capture the

16          customer; the customer would go in, capture any

17          documentation required to structure the deal, print

18          out the lease contract.  We actually had a lease

19          contract in the system, so you can print it out for

20          the customer; they can sign it.  We didn't have any

21          signatures at the time.  So they used our system to

22          put everything into it.

23     92               Q.   So Clonsilla would scan physical

24          documents and then upload it?

25                      A.   No, no, no, they -- yeah, yeah,

66

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          sorry; you're right.  So if it was physical

2          documents that they had access to, like, anything

3          else that wasn't in our system, yeah, they'd scan

4          them, upload them, and attach them.  So if you go

5          into it, you'll look at customer; you'll see

6          attachments as well as captured data within the

7          system.

8     93               Q.   What do you mean by "captured

9          data"?

10                      A.   Customer information, vehicle

11          information, anything pertaining to the

12          transaction, they would have entered into the

13          system.

14     94               Q.   And would you ever -- would you

15          ever ask for copies of the physical documents, even

16          just random cheques?

17                      A.   No, we never get to that.  The

18          Beacon documentation is called a Notice Agreement.

19          It basically said that Clonsilla, being the

20          originating party, their job was to hold all those

21          physical documents onsite as part of the contract.

22                      So their job was to make sure that they

23          were there; they were present.  Once in a while, we

24          would, sort of, have discussions about it, but we

25          knew it was Clonsilla's job to make sure all the
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1          physical files represented the electronic files.

2          And the arrangement, Beacon didn't want them

3          sending documents to them.  So in one of the

4          documents, it said we understand that you guys have

5          the physical files back at your location.

6                      So that was a clear understanding that

7          they had a physical file for every electronic file

8          that we had for every dealer we put onto the books.

9     95               Q.   Were you ever aware of a document

10          that was scanned that was -- that there was fake

11          information on it?  Or is there anything -- any

12          discrepancies you saw in reviewing scanned copies

13          of lease documents during your time at Velocity?

14                      A.   No, no.  There were mistakes made.

15          I mean, there were times where we'd find mistakes.

16          Jacquie was pretty good at shaking those down.  She

17          was pretty thorough, you know?  So whenever we saw

18          that there was some issues, there was typically a 1

19          in 40, 1 in 50 misunderstanding or whatever.

20                      We never had -- never once did I think

21          that a deal was being put on the books that didn't

22          exist in the real world; that never ever occurred

23          to me.  I sensed it after I read some of the stuff,

24          when I read...you know, that was shocking that

25          deals were being put on the books that didn't exist
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1          because never did we ever assume that was the case.

2          Every deal -- again, it was a frenetic environment,

3          but we thought that, at least, there was a paper

4          backing for every deal that we put through to

5          Beacon or to EFC.

6                      CNSL D. HARLAND:  I'm just going to

7          mark this email as Exhibit 1, the April 1st email

8          as Exhibit 1.

9                      EXHIBIT NO. 1:  An email from

10                      Hollinsworth Auguste to Maryanne Jacobs

11                      on April 1, 2022.

12                      CNSL D. HARLAND:  I'm looking at the

13          clock.  Perhaps now is a good time for a break.

14                      --- Recess at 3:31 p.m.

15                      --- Resuming at 3:50 p.m.

16                      BY CNSL D. HARLAND:

17     96               Q.   Mr. Auguste, the email we were

18          looking at before the break referred to Velocity's

19          CAMS system, and this email is from April 2022.  So

20          this would have been right before the time the

21          Enlightened deal closed.  Is that right?

22                      A.   Yeah, correct.

23     97               Q.   And was this system intended to be

24          used when the transition was made to Enlightened?

25                      A.   Yeah, it was intended to be used
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1          as the back-end system.  You know, we would get

2          there, so yeah, this email pertains to the fact

3          that we were, basically, converting those ROI deals

4          which are the Bernstein deals that we inherited

5          over cross to CAMS because CAMS have everything,

6          ROI deals, all the deals we put on with Beacon, as

7          well as everything else.

8     98               Q.   And did that get completed?

9                      A.   Yeah, yeah, yeah, they were all,

10          basically, sort of, stored on the CAMS system.

11     99               Q.   I'm going to put up another

12          document on the screen.  This is an email from

13          yourself to Maryanne Jacobs and Hugh Waddell dated

14          February 4, 2022; is that right?

15                      A.   Mm-hmm.

16    100               Q.   And the subject line is "reminder:

17          Please send aging list and NSFs"?

18                      A.   Yeah.

19    101               Q.   And you refer in the email to

20          Sami.  Who was Sami?

21                      A.   Sami was the -- he reported up to

22          Beacon, and he's the one that came by and did the

23          assessment of Clonsilla before we got them onboard.

24          He did an onsite review, like, a full day, going

25          through the portfolio, looking at the files, going
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1          through, asking questions, trying to understand how

2          the business worked, looking for paperwork, and

3          double checking to make sure that everything was

4          complete and document files were complete and

5          thorough and so on and so forth.  So he did that

6          vetting.  He was the first guy on.

7    102               Q.   And he worked a Beacon, right?

8                      A.   He worked at Beacon, yeah.  So he

9          was a part of the team that we would send

10          information over to on a monthly basis whenever we

11          had tranche closings.  So yeah, basically, we would

12          send them any NSFs because it's really for

13          performance.  You want to try and keep the NSF

14          count in between 5 and 10 percent, you know, or

15          just a reasonable percentage.  You don't want to

16          see any upticks in them.

17                      So he would, basically, you know,

18          Maryanne would send them to me; Adam would send

19          them to me, and then we would make sure we would

20          get them across to Beacon.  National was really

21          good; National was really good with sending these.

22          They always had them to a certain time.  I always

23          had to get behind Maryanne to get these across to

24          us.  They didn't really -- again, they weren't as

25          organized, and they didn't track them really well.
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1          They tracked them well when they got bad, but NSFs

2          they were used to them all the time.  There was

3          lots of NSFs in their accounts.  So anyways, so I

4          always have to be asking them to make sure their

5          performance information was coming through.

6    103               Q.   And the email says there's a new

7          person or manager doing Sami's job.  Who was

8          replacing Sami?

9                      A.   I don't remember.  I don't

10          remember who that person was.  What day was this?

11    104               Q.   This was February 4, 2022.

12                      A.   Yes, probably towards the end with

13          Beacon.  I don't remember.  Oh, yeah, actually, you

14          know what?  Sami had left; yeah, Sami left.  I

15          don't remember who replaced him.

16    105               Q.   And the email then goes on to say,

17          "...and we don't want them asking any questions."

18                      A.   Mm-hmm.

19    106               Q.   Why did you say that?

20                      A.   Well, I mean, you want to make

21          sure that the aging report information comes in on

22          time.  You know, it's critical to measure the

23          portfolio.  It was almost a monthly thing to

24          motivate Maryanne to make sure she got me the -- if

25          I didn't ask her, she wouldn't give it to me, you
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1          know?  And they didn't really see it as important,

2          so I was always behind them trying to get them to

3          send us these documents.

4    107               Q.   Was there something that was

5          concerning you that you wanted to get ahead of?

6                      A.   Well, no, I mean, aging

7          information has to be in.  Whether it's Beacon or

8          EFC or any funder, you want to make sure that that

9          information is on time.  Otherwise, they look like

10          they're behind or they're not on top of it, you

11          know, or they're not tracking it carefully.  And if

12          you're not tracking your aging or your performance

13          information, then you know, it's a problem.

14    108               Q.   And did this comment that you

15          don't want Beacon asking any questions, does that

16          come from the things we've discussed today, all of

17          the things that you asked Clonsilla to do and they

18          refused to do it?  Was it a buildup over time of

19          things that concerned you?

20                      A.   No, it's mostly because I was

21          behind them every single month for this.  National

22          always had it to us.  I mean, Adam would send me

23          the information and all the performance data.  I

24          have every single document; I know where they are

25          in my computer, and I never had to chase them for
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1          it.  I was always chasing them for it.

2                      So I had to convince them, guys, this

3          is important.  If you want to get closings done,

4          then if you don't have performance information in,

5          they're going to have a problem with closings.  So

6          just get better.

7    109               Q.   Did they get better?

8                      A.   No, it was always the same.  They

9          just never took it seriously until we -- I mean, it

10          was always a chase every month.  As a matter of

11          fact, I had Jacquie doing it after a while.  I told

12          Jacquie to stay on them and make sure she got the

13          information.

14                      So Jacquie would put them on to -- EFC

15          was -- they had it differently.  They wanted the

16          information on their massive form.  So I had

17          Jacquie, basically, enlist the things that she was

18          doing to get this information for us on the

19          performance NSFs or any delays.

20                      The thing is that with National if it

21          went into the account, you can see if there's NSFs.

22          With Hugh, you couldn't because it was just lumps

23          and bunches.  So if they didn't tell us what's

24          going on, we had no idea.

25    110               Q.   So the system you had with
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1          National allows you to track in real time the

2          delinquencies?

3                      A.   Yeah, yeah, perfectly.

4    111               Q.   But not the case with Clonsilla?

5                      A.   No, because I had -- NSFs went

6          into their operational account; it didn't go into

7          the account -- remember the picture you had there?

8          It didn't go into that account that we built for

9          them, that we set up for them.  It went into the

10          large account, and we had no access to the

11          operational account.

12                      So we couldn't see who was paying, what

13          was balancing, what activity -- what was being

14          collected and what was not collected, how much Hugh

15          had to make up; we had no idea because he wouldn't

16          give us access to his operational account.

17    112               Q.   And your experience was the system

18          set up at National, would that be best practices in

19          this industry?

20                      A.   Yeah.  Well, they did exactly what

21          we asked them to do.  They set this up the way

22          Beacon, sort of, asked us to set this up.  They set

23          this up the way EFC asked us.  I mean, I asked them

24          on a Monday, and by the Thursday, it was all in

25          place.
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1                      CNSL D. HARLAND:  Let's mark this email

2          as the next exhibit, Exhibit 2.

3                      EXHIBIT NO. 2:  An email from

4                      Hollinsworth Auguste to Maryanne Jacobs

5                      and Hugh Waddell dated February 4,

6                      2022.

7                      BY CNSL D. HARLAND:

8    113               Q.   I've got another document on the

9          screen.  Just before I talk about this document,

10          you mentioned before there were seven or eight

11          documents that would be required for a closing of

12          the LW2 or Alpha 2.  Is that right?

13                      A.   Yeah.

14    114               Q.   What were those documents?

15                      A.   There was...I can't remember off

16          the top.  So the first document would be a

17          collection of all the deals, all the leases that

18          you're closing.  So you would have the lease; you'd

19          have the actual date of purchase.  So for instance,

20          if it's a 36-month deal and two months have already

21          gone by and they've paid, you would have to

22          identify the fact that there's only four months

23          left in the term, identify the actual costs, so you

24          can adjust it accordingly by two payments for

25          interest and principal.
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1                      So anyway, one document with all the

2          leases.  Another one would be like -- the other

3          ones were, sort of, like process, you know?  Like

4          for instance, as per the Notice Agreement, as per

5          you know, the original agreement, as per...you

6          know, because there's five or six big documents

7          that govern the entire relationship with Beacon.

8          And again, those were negotiated, and it took

9          forever; there's probably a thousand pages all

10          together, if not more.

11                      So the other documents were really as

12          per those, you know?  We're saying, for instance,

13          I'm an officer; Hugh's an officer of Clonsilla; I

14          can sign for Velocity and so on.  But the most

15          important document was the first one which

16          identified all the contracts that were being passed

17          over.

18    115               Q.   And would you sign these documents

19          on behalf of Velocity or would Hugh?

20                      A.   I would sign them on behalf of --

21          Hugh would sign them first.  He would go through

22          them and sign them.  Maryanne would verify the

23          data, and then he would sign them, and I would sign

24          them on behalf of Velocity.

25    116               Q.   So the document on the screen is a
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1          promissory note between Virginia Hamilton and

2          2712697 Ontario Limited which I understand is the

3          Clonsilla SPV.  Is that right?

4                      A.   I think so.

5    117               Q.   And then if I scroll down, it's an

6          unsigned document, and you're listed as the

7          signatory for the Clonsilla SPV --

8                      A.   What is the address?  Go back up.

9          What is the address?

10    118               Q.   It's an address in Milton,

11          Ontario.

12                      A.   That's my old address.

13    119               Q.   You are the signatory for that

14          party.  So perhaps that makes sense.

15                      A.   Sorry, is that the Velocity SPV?

16    120               Q.   That's the...if we go back to --

17                      A.   2712...

18    121               Q.   -- the flow chart we looked at

19          before, that's the dealer SPV, 2712697.

20                      A.   That's the dealer SPV.

21    122               Q.   Do you recognize this document?

22                      A.   I don't.  That's my address.

23          That's Clonsilla's SPV.  Keep going...I've never

24          seen this document before.

25    123               Q.   You've never seen this document
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1          before?

2                      A.   No, there's a G in my name,

3          Auguste is in the middle, Taylor is at the end.  I

4          would never --

5    124               Q.   So your name is spelled wrong?

6                      A.   My name is incorrect in every way.

7    125               Q.   Were you ever --

8                      A.   I was never the CFO.

9    126               Q.   You were never is CFO of 2712697?

10                      A.   No, no.  I'd never spell my name

11          with a G; I'd never put Taylor at the end, and I

12          can tell by the commas that this is written by

13          Hugh.  Because I always had to change his -- he

14          always left spaces behind -- he always did that.  I

15          don't know why he did it over and over again.  Do

16          you see the spaces after the commas, before the

17          commas?

18    127               Q.   Yes.

19                      A.   He always did that, so I always

20          had to change his work.  What is this?

21    128               Q.   Just on the face of it, this

22          appears to be a promissory note that was between

23          2712697 and Virginia Hamilton.  Do you know who

24          Virginia Hamilton is?

25                      A.   No.
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1    129               Q.   You don't know why this document

2          would exist?

3                      A.   No, I've never seen that document

4          before.  What is the context of this document?  How

5          is it used?  It's a promissory note.

6    130               Q.   It's unsigned, so it's unclear if

7          it was ever used, but you're not aware of ever...

8                      A.   I've never seen it before.

9    131               Q.   Would the SPV be entering into

10          promissory notes?

11                      A.   No.  This is -- this had nothing

12          to do with the -- 2019, October 2019?  That's

13          before we got our first -- we got our first tranche

14          from Beacon in October, end of October.  I know

15          because that's the first time I got paid.  That's

16          basically before we started Velocity.

17    132               Q.   Are you aware of Hugh ever

18          creating documents in your name?

19                      A.   This is the first time I've ever

20          seen this.  Are there other documents like this?

21    133               Q.   I don't know.

22                      A.   Oh.

23    134               Q.   Do you know?

24                      A.   No.

25    135               Q.   But to be clear, you've never seen
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1          this document?

2                      A.   Never.  So this is somebody

3          lending me money, half a million dollars?

4    136               Q.   The promissory note is a

5          500,000-dollar loan to 2712697 with you signing on

6          behalf of that company.  Were you an officer or

7          director of that company?

8                      A.   Of Clonsilla?

9    137               Q.   This is the dealer SPV.

10                      A.   No, never.  No, I was never a

11          director or officer or anything.  Wow.

12    138               Q.   Does this concern you?

13                      A.   I mean, this is the very beginning

14          of our relationship.  We haven't even closed a deal

15          yet.  This is...we had our first tranche in October

16          2019.  This is when we just started things.  I

17          don't understand...was this ever -- do you have a

18          paper trail for this, as in, money getting

19          transferred or passed or...

20    139               Q.   Not in respect of this --

21                      A.   Just this document?

22    140               Q.   Not that I'm aware.

23                      A.   So you have this unsigned

24          document?

25    141               Q.   Just an unsigned document.
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1                      A.   Wow.

2                      CNSL D. HARLAND:  I'll mark this as the

3          next exhibit, Exhibit 3.

4                      THE WITNESS:  Yeah, I've never seen

5          this document before, and I was never the CFO of

6          Clonsilla, never was a director of Clonsilla, and I

7          would never sign my name like that.

8                      EXHIBIT NO. 3:  A promissory note dated

9                      October 3, 2019.

10                      BY CNSL D. HARLAND:

11    142               Q.   So let's move on to the

12          Enlightened transaction, and that was in May 2022

13          that closed, correct?

14                      A.   Yes.

15    143               Q.   And the funding from Enlightened

16          was initially used to acquire leases and the Beacon

17          portfolio and repay Beacon.  Is that right?

18                      A.   Yes, yes, so on the closing,

19          basically, we were basically...raised the cash from

20          Enlightened to -- so Beacon can divest.

21    144               Q.   I'll put the repurchase agreement

22          on the screen.  And this is a repurchase agreement

23          entered into on May 17th, 2022, between Clonsilla,

24          the Clonsilla SPV, the Velocity SPV, Beacon, and

25          Enlightened.
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1                      Are you familiar with this agreement?

2                      A.   Yeah.

3    145               Q.   I'll just scroll through.  This is

4          the agreement by which the dealer, Clonsilla,

5          repurchased from the Clonsilla SPV certain lease

6          units that were financed by Beacon.

7                      A.   Mm-hmm.

8    146               Q.   If we look at page 4, it appears

9          that you signed this agreement on behalf of the

10          Velocity SPV.  Is that right?

11                      A.   Yeah.

12    147               Q.   So you were the president of the

13          Velocity SPV?

14                      A.   Yeah, that's right.

15    148               Q.   The agreement had a Schedule A of

16          the lease units that were being repurchased.  Is

17          that right?

18                      A.   Yes.

19    149               Q.   And that follows on the next

20          several pages, but not all of the Beacon lease

21          units were repurchased at this time.  Is that

22          right?

23                      A.   Correct.

24    150               Q.   And why not?

25                      A.   Well, they were closing the deal,
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1          and Alpha wasn't included in this list.  It was

2          intended -- I think Alpha would be done later

3          because Ed Furtak said he needed to have more

4          approvals.  There wasn't just one entity like

5          Leeward, so Alpha wasn't a part of it.

6    151               Q.   So only LW2 vehicles were part of

7          the repurchase?

8                      A.   Correct.

9    152               Q.   Were Alpha vehicles ever

10          repurchased to your knowledge?

11                      A.   No, we were going to start doing

12          it.  Hugh was paying down Alpha separately.  Adam

13          paid off Alpha altogether.  No, it was a smaller

14          portfolio, so we never got around to doing it.

15    153               Q.   So after these lease units were

16          repurchased, would Beacon have any involvement with

17          these leases that were repurchased?

18                      A.   No, I mean...basically, these

19          deals on the books -- I mean, so there were some

20          LW2 that I think were also left.  I think it was a

21          funding thing.  So based on money available,

22          basically, they funded up to what they could, and

23          there was some LW2 still left on, a few, and Alpha

24          was left on.  So Beacon would still be collecting

25          based on the LW2 that was left back.
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1    154               Q.   Correct, there was some LW2

2          vehicles that were --

3                      A.   Agreed.

4    155               Q.   And Beacon would still be

5          collecting funds for that?

6                      A.   Yeah, yeah.

7    156               Q.   But there shouldn't have been any

8          overlap in the LW2 vehicles versus the vehicles

9          that were now --

10                      A.   No, no, absolutely not.

11          Everything in Alpha, and everything in LW2 should

12          have been -- should be unique.

13    157               Q.   So Beacon and Enlightened weren't

14          really supposed to -- there was no relationship

15          between them.  They weren't supposed to overlap in

16          any respect?

17                      A.   No, not at all.  No, no, anything

18          on the books for Beacon would have been owned by

19          them.  Anything Enlightened purchased would have

20          been moved over to their portfolio.

21                      CNSL D. HARLAND:  I'll just mark the

22          repurchase agreement as the next exhibit, which I

23          believe is Exhibit 4.

24                      EXHIBIT NO. 4:  The repurchase

25                      agreement entered into on May 17th,
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1                      2022.

2                      BY CNSL D. HARLAND:

3    158               Q.   I'm going to put back up the first

4          report of the receiver.  This is Exhibit G of the

5          first report, and this is the work-flow chart

6          showing the Velocity and Enlightened funding

7          arrangement.  So under this arrangement, Velocity

8          was the borrower to Enlightened, right?

9                      A.   Yeah.

10    159               Q.   Similar to the Beacon arrangement,

11          the customer would apply for a lease; Clonsilla

12          would review the application and determine whether

13          to approve it?

14                      A.   Correct.

15    160               Q.   And then Clonsilla would create a

16          lease agreement with the customer, if they were

17          approved?

18                      A.   Yes.

19    161               Q.   And then they would submit a

20          funding request to Velocity?

21                      A.   Well, you mean like in real time

22          or just accumulate?

23    162               Q.   Either way.

24                      A.   Because they did the same thing.

25          They basically would accumulate them, so they would
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1          sell their deals and add them to a list, and that

2          list would then accumulate in the system, and then

3          they would then do a closing, a tranche.  So it

4          wasn't in real time.

5    163               Q.   Okay.  And then Velocity -- would

6          then Velocity make a tranche funding request to

7          Enlightened?

8                      A.   Correct, yes.

9    164               Q.   And Enlightened would review, and

10          if everything looked good to them, they would

11          provide tranche funding to Velocity?

12                      A.   Correct.

13    165               Q.   And then Velocity would provide

14          the funding to Clonsilla?

15                      A.   Yeah.

16    166               Q.   So I know in the Beacon

17          transaction, the flow of funds didn't work that

18          way.  Did it work this way on Enlightened, with the

19          Enlightened funding arrangement?

20                      A.   Give me a second; I'll try to

21          remember.  Yeah, with Beacon, the funds went right

22          to Clonsilla.  Yeah, sorry, they went to Velocity

23          first.  So we had an operational account, so they

24          were deposited into the operational account, and

25          then I paid them out of that.  That's correct,
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1          yeah.

2    167               Q.   And both Clonsilla and Velocity

3          were supposed to have blocked accounts set up,

4          right?

5                      A.   That's right -- well, everybody,

6          National, Clonsilla, and Velocity, yeah.

7    168               Q.   And the Clonsilla blocked account

8          would receive all leasee lease payments?

9                      A.   Yeah.

10    169               Q.   And then Clonsilla would pay

11          Velocity the monthly lease payments --

12                      A.   Out of the blocked account.

13    170               Q.   And Velocity would hold those

14          funds in its own blocked account?

15                      A.   Correct.

16    171               Q.   And Velocity would manage any

17          collection issues directly with Clonsilla?

18                      A.   Yeah, if there's any shortfalls or

19          what have you, our job is to make sure that there

20          isn't, and it's addressed.

21    172               Q.   And Enlightened had the right to

22          take control of both blocked accounts?

23                      A.   Yeah, all three.

24    173               Q.   Were the blocked accounts actually

25          set up?
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1                      A.   Oh, yeah, yeah.

2    174               Q.   Were they used?

3                      A.   Yeah, National used the blocked

4          account all the time.  We had a blocked account.

5          Clonsilla's blocked account was set up, but it was

6          never used.

7    175               Q.   Clonsilla's blocked account was

8          never used?

9                      A.   No.

10    176               Q.   And why was that?

11                      A.   They paid directly out of -- I'm

12          saying the same thing.  Like I said before, Eamonn

13          -- we had meetings all together: Hugh's there; I'm

14          there; Ed's there; we're all there.  Eamonn said,

15          listen, we have to put the payments into the

16          blocked account; that has to happen.  Hugh said,

17          yeah, I'll get it done; give me sixty days.

18                      And things would transpire, and we

19          would check in, and he was like, I need more time;

20          it's too hard; I'm too busy; there's too much going

21          on, and he just never did it.  So he would pay,

22          basically, directly from his operational account.

23          And the blocked account, as you know, is a matter

24          of moving the PAPs into the blocked account, right?

25          And he would say, it's too hard; there's too much
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1          work; there's legals; I have to get everyone to

2          sign off a document.  And Eamonn came back, and

3          Eamonn said, no, I don't think so.  I think --

4          National did it within days, right?

5                      Anyway, so he just pushed back.  I

6          mean, he didn't want to do that.

7    177               Q.   And when you said moved the PAPs

8          into the blocked accounts, you're referring to

9          having leasees pay directly into the blocked

10          accounts?

11                      A.   Yeah, yeah.

12    178               Q.   And that didn't happen?

13                      A.   Yeah.  Because if leasees are

14          paying -- if the leasee PAPs are in the blocked

15          account, if there's ever an issue, then we don't

16          have -- I mean, you can make a phone call; the

17          account's blocked, and the payments are still

18          coming in, so you have control of the customer and

19          payments.

20                      If it's going to the operational

21          account of the dealership, then you have -- you

22          have to get in line.  If there's an issue with the

23          dealership, you don't have access to those funds;

24          those funds could be pulled in different directions

25          based on the creditor situation, in a worst-case
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1          scenario.  So that was the idea of the blocked

2          account, to really protect the borrowers.

3    179               Q.   So right from the start of this

4          funding arrangement, there's already issues because

5          Clonsilla is not using the blocked account?

6                      A.   Correct.

7    180               Q.   And what was Eamonn or

8          Enlightened's reaction to that?

9                      A.   Well, I mean, they were patient

10          with Hugh in the sense that -- with Clonsilla -- in

11          the sense that they said, well, okay, sixty days;

12          let's get it done.  And again, there were a lot of

13          things happening at the same time, so it -- you

14          know, and there was -- you know, we're in a

15          good-faith relationship.  We were working together

16          to get this thing done and growing it, and we had

17          lots of paperwork in place to protect from

18          bottoming out or issues.

19                      I really felt that we'd locked down

20          things pretty well, and the first year would be

21          some give and take.  So they didn't want to put

22          undue pressure on Hugh and say, well, stop your

23          business today.  Because again, the funds are

24          coming in.  The thing is, he made the payments;

25          every single payment, every single month the
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1          payments were made.  Every single month that

2          interest was -- so from the perspective of

3          receiving payments and so on, it looked good.

4                      The details were problematic in the

5          sense that that should have been done, but he was

6          making the payments, and they were collecting, and

7          they collected their profits for 12, 14, 16 months.

8          So that was happening, and people felt good about

9          that; the business was working and trusting what

10          everyone was saying in the sense that it was an

11          issue, but it wasn't a priority because it wasn't

12          as if he were missing payments, and then we felt

13          suspicious about things, you know?  And every time

14          we met, we mentioned it.

15                      Steve, basically, would say the same

16          thing as well.  He'd call him and say, Hugh, you've

17          got to get this done; we're not going to be

18          compliant because this has to be in place.  It

19          protects all of us, and he said to me, Hol, we're

20          not protected without that.  I'm like, I know; we

21          need to get Hugh to do it; he had to do it.  But as

22          long as he's making payments, the pressure from

23          Enlightened was -- I mean, it was just reminding

24          versus pressure like we're not going to fund you

25          anymore unless this is done.  We never got to that

92

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          place.

2    181               Q.   So the payments were being made,

3          but the issue was you didn't know where the funds

4          for those payments were coming from?

5                      A.   That's right.

6    182               Q.   Whereas with the blocked account,

7          you wouldn't know where they're coming from because

8          they'd been deposited by leasees?

9                      A.   Correct.

10    183               Q.   When a lease was being approved

11          for funding, what determined whether that lease

12          would be approved?

13                      A.   You mean for Hugh?  On Hugh's side

14          or for us?

15    184               Q.   For you.

16                      A.   Well, if he approved the deal, we

17          bought the deal.  It was -- if the deal was out of

18          bounds -- like, for instance, if the deal was a

19          longer term than we allowed, then we would not

20          approve; we'd kick it back.  If it was for a higher

21          value than our threshold, than we'd kick it back.

22          But from a credit perspective, we really left it to

23          the dealerships because that's part of the business

24          model.

25                      The idea is that you guys are in charge
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1          of your repos; you guys are in charge of your

2          customers.  We know a guy can have a really bad

3          credit rating, you know?  And so for us, you guys

4          know that really -- we trust Adam; we trust Hugh.

5          You guys know your customers, and you know that

6          they'll pay this vehicle because they have to get

7          to work; they can't pay their bills without having

8          their vehicle.  It's the one thing that they will

9          pay.  Some people were in bankruptcy protection,

10          and they still got through because they had to pay

11          for the car.

12                      So we would never stop them from

13          bringing a customer on because we know if that car

14          went sideways, like, it's your responsibility.  The

15          moment those payments go delinquent, you repo the

16          car, and it's your problem, and you take it off of

17          our collective books.

18                      So the flexibility that we gave to

19          dealerships was that you guys made that call, and

20          you may get burned for a while because you're

21          making bad decisions, but that's up to you; you'll

22          figure it out.  Because you're responsible, based

23          on your estate, to pay for those vehicles that go

24          sideways, you know?

25    185               Q.   I'm just going to pull up the
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1          Velocity credit agreement.  So I'm looking at the

2          definition of borrowing base.  Do you see that?

3                      A.   Yeah.

4    186               Q.   And so only discounted, eligible

5          leases qualified for the borrowing base?  Is that

6          right?

7                      A.   Yeah, yeah.

8    187               Q.   Among the -- including the other

9          things, the reserves and the car repayables.  And

10          there's a definition of eligible lease.  Is that

11          right?  I'll pull it up on the screen.  Do you see

12          that?

13                      A.   Yeah.

14    188               Q.   So this definition contains a list

15          of criteria that must be met for a lease to be

16          considered an eligible lease, right?

17                      A.   Mm-hmm.

18    189               Q.   And to receive advances under the

19          credit agreement, Velocity had to provide

20          Enlightened with a borrowing base certificate,

21          right?

22                      A.   That's right.

23    190               Q.   So I'll pull up the borrowing base

24          certificate.  So Exhibit A of the credit agreement

25          has the template borrowing base certificate.  Do
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1          you see that?

2                      A.   Yeah.

3    191               Q.   And so it's provided by Velocity

4          Asset and Credit Corporation to Enlightened, right?

5                      A.   Yeah, yeah.

6    192               Q.   And it contemplates Hugh Waddell

7          signing the certificate on behalf of Velocity,

8          right?

9                      A.   Mm-hmm.

10    193               Q.   Is that what would happen in

11          practice?  Would Hugh be signing the certificates?

12                      A.   Yeah, there were about, I think,

13          three documents for the EFC closings.  I'm not

14          sure; maybe I may have done this towards the end.

15          I can't remember.  But that was part of the

16          package.

17    194               Q.   So in some instances, you would

18          have signed it, and in some instances, Hugh would

19          have?

20                      A.   Yeah, Beacon had about seven

21          documents that were closing.  EFC had about three

22          or four, and this was one of them.

23    195               Q.   And what review would you do to

24          ensure the leases being submitted for funding were,

25          indeed, eligible leases.
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1                      A.   Well, eligible leases, if you go

2          back to that other document, the fact that they

3          were owned by -- we had to ensure that there were

4          deals coming from Clonsilla, and we assumed as

5          much, that the title had been put into Clonsilla's

6          name.

7                      The other aspects of eligible lease is

8          that, again, they're within the threshold.  We had

9          a threshold of months; we had a value threshold as

10          well too, and that was important.  So we would

11          check to make sure that was the case, and if it was

12          out of bounds again, we would kick it back or have

13          them adjust it.  And then again, we're closing

14          probably 15 to 20 deals sometimes per tranche.

15                      So do you see something?  Do you want

16          to go back to the eligible lease, so we can take a

17          look at it again?

18    196               Q.   No, we don't need to -- the point

19          is not to look at their -- we're trying to figure

20          out was it Jacquie that would be doing the review?

21          I think you mentioned previously it would be

22          Jacquie Rabinowitz who was doing the review.

23                      A.   Yes, yes.  So a lease comes in,

24          and Clonsilla is our dealership partner, right?

25          And we've been doing this with them for about three
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1          years, so leases come in; we look at the driver's

2          licence; we look at the name on the lease; we look

3          at the structure of the vehicle.  We verify that

4          maybe the value he's putting on it is within the

5          thresh; it's not too much.  Jacquie will do a quick

6          scan online to make sure that the number is within

7          a reasonable amount for the vehicle.

8    197               Q.   When you say, "the number," what

9          number are you referring to?

10                      A.   Like, the cost he's charging to

11          the customer, you know?  So she'll do a check on

12          that; she'll validate that the person is who they

13          -- she'll double check them against their driver's

14          licence, you know, on the documentation?

15                      So we're verifying that this person

16          exists, and this person is actually connected to

17          this vehicle, you know?  So that's the check that

18          we've been doing for three years.  We never call

19          them up directly and ask them if they're -- you

20          know, we didn't...that's not how the business was

21          run.  We never had any sense that that was

22          something we should ever do, you know?

23                      Again, with Hugh owning Velocity, it's

24          his company more than -- it's his company

25          primarily.  I mean, this is a good model.  Adam was
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1          doing well with it, and it was -- he did everything

2          to the letter, you know, blocked accounts, payments

3          in the blocked accounts, sent over customers that

4          were valid and tied to vehicles that were valid.

5                      I didn't suspect that there would be a

6          problem; there'd be reason for us to be checking

7          the existence of a person because it's something

8          that just never entered our mind.

9    198               Q.   So a lot of the individual

10          details, you'd rely on what Clonsilla was passing

11          up?

12                      A.   Yeah, absolutely, a hundred

13          percent.  And everything we did with Beacon was

14          fine; we saw no issues with Beacon, and we ran that

15          for almost a year and a half.  And there was never

16          an issue with, as far as we understood, with the

17          customers that they were originating and the

18          vehicles that they were putting through and so on.

19                      So that was -- and the documentation is

20          quite thorough from the Beacon side as to what the

21          originator has to do.  Like, I mean, it's our job

22          to check; it's our job to make sure that this is

23          the case, and that was there for -- that was in

24          place for the Beacon relationship and the EFC

25          relationship.  They have to make sure that this is
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1          a valid customer; that's a valid vehicle, and all

2          those things are in place.  That's their job as the

3          originator; that was part of the deal.

4    199               Q.   So part of it was confirming the

5          vehicle details.  How would Velocity ensure that

6          there weren't competing liens on these vehicles?

7                      A.   When Jacquie did a lien

8          registration, she would check that.  She would --

9          again, she did it before with Dr. Bernstein and

10          Clonsilla, so she had the experience in that lien

11          space.  So she would always do the liens for us.

12          So we would just get the lien number associated --

13          if there was an issue, she would let us know.

14                      She would get registration, put it into

15          the system, into what the lien registration number

16          is, and so I don't know of any -- we would get a

17          valid lien registration number, you know, a PPSA

18          number, put it into the system, and that was

19          online.  And that was sent across to -- EFC had

20          access to it, and Beacon had access to it as well.

21    200               Q.   Would a check be done against the

22          Beacon portfolio when an Enlightened vehicle was

23          submitted for funding?  Would you run the VIN on

24          your Beacon list?

25                      A.   No, no.  The Beacon list was
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1          manual; it was an Excel spreadsheet, and we used to

2          monitor it.  Enlightened was using our system, but

3          no, we didn't check it against the Beacon system.

4                      Now, with that said, though, everything

5          was in our -- everything would have been in our

6          front-end platform.  We just assumed that Jacquie

7          did the testing, and the numbers were valid.  With

8          Beacon, we had their back end, and their back end

9          would check the portfolio, and it would kick back

10          any duplicate VINs.  Our system, we were in the

11          process of deploying it, the account system and so

12          on, but no, we never got to that place yet.

13    201               Q.   When Enlightened would receive,

14          for example, this borrowing base certificate and

15          the other closing documents, would Enlightened do a

16          review to ensure they were eligible leases, or did

17          they rely on the borrowing base certificate?

18                      A.   I mean, everybody was supposed to

19          do some due diligence at their stage, right?

20          Beacon did theirs; we did ours; Clonsilla was

21          supposed to -- they did theirs; we did ours to an

22          extent, and then Beacon did theirs.

23                      So you know, Enlightened when they

24          received it, they had their process in place when

25          they brought Nadia in, but they never had a system
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1          like Beacon; they never had a back-end system.

2          They were using paper, Excel spreadsheets for the

3          most part.  Again, they were ramping up, and I

4          think they were putting in place a system to do all

5          their accounting, but they didn't have a system to

6          do their checking.  It would have been manual.

7    202               Q.   So at least initially, Enlightened

8          was using a lot of paper to track everything?

9                      A.   Yeah, they gave us an Excel

10          spreadsheet that we used to memorialize the whole

11          portfolio.  Everything was in Excel.  That's what

12          they were using, and the whole idea here is that

13          they were looking at some players that were going

14          to buy a system or get onto one, and I know Eamonn

15          was in the middle of that, putting in place a full

16          back-end system.

17                      He was telling us that, actually, we

18          could use their back end as a servicing partner.

19          So we could forget our stuff and just use theirs

20          like we were using with Beacon, and that was

21          something they were putting in place, but we never

22          got there.

23    203               Q.   Let's go back to the operating

24          accounts for a second.  When the funding was being

25          transferred from Beacon to Enlightened, did
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1          Enlightened request copies of bank statements from

2          the operating account?

3                      A.   No.  I know they asked them, and

4          Hugh said...I know Eamonn asked for them, but Hugh

5          said, listen, that's our operating account; that's

6          our business, you know?  You know, I remember him

7          saying I don't want those guys taking over the

8          company.  Because he was nervous Enlightened wanted

9          to come in and just shut him down, take over the

10          whole operation, and run the whole thing

11          themselves, right?

12                      I'm not sure how real that was, but he

13          would say that he didn't want them going into his

14          account and looking at what they're doing and

15          everything else which makes sense; we were just

16          early in our relationship with Enlightened.  They

17          did ask for it, and --

18    204               Q.   And they weren't provided it?

19                      A.   They weren't provided it, no.

20    205               Q.   So the operating account bank

21          statements weren't a part of the regular reporting

22          that would be provided to Enlightened?

23                      A.   No, no, it wasn't ever intended to

24          be really.  Enlightened asked -- Enlightened asked

25          for -- you know, once things got going beyond the
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1          first year, they wanted to see financials from the

2          dealerships.  So they wanted to see financials from

3          National, Clonsilla, and the dealerships we brought

4          on, you know, yearly financials but not operational

5          bank statements.

6    206               Q.   Did Beacon receive the operating

7          account bank statements?

8                      A.   No, that was never part of the

9          deal.  Again, because they were securitizing, they

10          had a different position.  They securitized

11          everything, and they only securitized the exact

12          amount for the vehicle on a one-to-one basis.

13                      So once they've purchased a vehicle and

14          they had it in their back-end system, they were

15          confident.

16    207               Q.   With Enlightened, who would report

17          or deem vehicles as repos?

18                      A.   Enlightened?

19    208               Q.   Yes, after the Enlightened deal

20          was done, who would report or deem a vehicle as

21          being a repo?

22                      A.   The dealers reported that.

23    209               Q.   That was Clonsilla's role?

24                      A.   And National, yeah, yeah.  Because

25          they're managing -- the idea here with this model
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1          is that they handle collections, right?  So the

2          dealer's on the hook for it.  So Hugh, his estate

3          is on the hook for the portfolio.  Adam's estate is

4          on the hook for the portfolio.  They're backing it

5          up personally.

6                      So the deal was that, listen, you pay

7          what you owe on a lease no matter what happens.  So

8          if that deal goes sideways, that's really your

9          prerogative.  If you bring on a bunch of customers

10          that can't pay their bills and you make those

11          decisions, then you're still going to have to pay

12          us and buy that car off, if they default, so you're

13          responsible.

14                      So that processing was left -- sorry,

15          not processing, but that risk was left to the

16          dealer which is different from most models.  Most

17          models aren't like that; dealers don't carry that

18          kind of risk.  So because of that, they had the

19          freedom to make credit decisions on their own as

20          well as repo the deals and do the collection

21          because they were good at that stuff too, right?

22                      And that's probably the reason why this

23          makes sense to them because they're better at the

24          collecting than a finance company based in Toronto,

25          collecting in Edmonton and all over the place;
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1          they're just not good at that.  Typically, they

2          write those deals off at pennies on the dollar,

3          right?  Whereas dealerships are very good at

4          collecting.

5                      So the idea in this whole relationship

6          is that you guys do the servicing; you do the

7          collecting; you take the risk on these vehicles;

8          when they go off, you pay us, and it's all

9          documented there in both deals.  You pay the

10          dealership to take them off the books, and you

11          know, they're done, and you take them to court and

12          do whatever you do in Small Claims Court to get

13          your money back, but that's your responsibility.

14          So that was the give and take.

15    210               Q.   So it would be the dealer, then,

16          who would force buyouts of non-performing leases?

17                      A.   That's right, yeah.

18    211               Q.   How would that be reported?

19                      A.   On that form that -- it's like --

20          there's a performance form.  So there's one

21          document that we have with Enlightened, and on that

22          document, you saw in the 30s, 60s, 90s, if there's

23          any 90s, and you saw any repos.  That was done

24          monthly, the reporting document, and National and

25          Clonsilla both sent those into us, and we updated
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1          those consistently.  And those had to jibe

2          perfectly with the portfolio to know, you know,

3          what deals are being moved off.

4    212               Q.   I'm go going to put up another

5          document on the screen.  This is an email chain

6          between yourself, Maryanne Jacobs, Jacqueline

7          Rabinowitz from July of 2020.  Is that right?

8                      A.   Mm-hmm.

9    213               Q.   I'll just start at the bottom of

10          the email chain.  So Eamonn emails you on July 26,

11          2022, and notes that they want to do spot testing

12          of random leases.  Why would Enlightened want to do

13          that.  Is that standard?

14                      A.   Yeah, yeah, I mean, that's part of

15          the process.  This is some months in, and just

16          random selection of leases, you know, I think we

17          all talk about that, right?  And we gave them

18          access to the system, so they can go in.

19                      Actually, I gave them an ID and a

20          password.  They can log in on their own, and they

21          did, and they can look at whatever they want to.

22          They can look at the deals; they can look at the --

23          anything that was uploaded to support the contract.

24          So they can do these without having to really

25          engage with us.
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1    214               Q.   So this is testing leases that

2          have already been funded; it's going back in time?

3                      A.   Correct, yeah.

4    215               Q.   Did you have any concerns with

5          this request from Enlightened?

6                      A.   No, no, no, no.  Again, we gave

7          them access to the system, so they could do it.

8    216               Q.   And so skipping ahead, you send

9          the note below to Jacqueline and Maryanne.  Then on

10          July 27th, Maryanne writes to you and Jacqueline

11          and says, "Just a question:  The email says 'with

12          each new tranche'??  Will this audit process be

13          done annually, quarterly, or will it be done on

14          every tranche going forward?  Seems like a bit of

15          overkill."

16                      Did you agree with Maryann's statement?

17                      A.   No, no, it's part of the process.

18          I can see them -- I can see her not wanting to

19          have, you know, people looking at everything that

20          she's doing because all of this is new for her.

21                      Dr. Bernstein had no process; there was

22          nothing in place.  It was all just based on

23          whatever they told the doctor and his team.  We

24          have some process with Beacon, and Beacon did some

25          testing but not like this.  So no, there wasn't
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1          overkill at all.

2    217               Q.   Did Maryann's comment give you any

3          cause for concern; like, why was she concerned

4          about this?

5                      A.   Well, not really.  Again, because

6          Maryanne is basically, you know, making very

7          little, working ten jobs, I just figured for her

8          it's more stuff, you know?  She had this sort of

9          impression that Enlightened was like big brother,

10          you know?  And like, well, they're giving you your

11          money; they have to make sure it's -- this is just

12          part of the process.  You don't get access to

13          funding for free, so this is the cost of it, you

14          know, some tracking.

15                      But they had the impression of

16          Enlightened was big brother, or Beacon was big

17          brother too.  Anybody looking for things were big

18          brother.  So I was just trying to convince them

19          that this is standard.

20    218               Q.   And then your last email in the

21          chain says, "This funder wants to do a small sample

22          on every closing.  I'm trying to see if giving them

23          access to the deal directly might work better

24          instead.  This way, they can review whatever they

25          want without taking up our time."
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1                      Is that what you were referring to

2          before about giving them access to the system?

3                      A.   Yeah, yeah.

4    219               Q.   So Enlightened did get access?

5                      A.   Yeah, they did that.  We gave them

6          access; they went in, and they could see things on

7          their own, check things on their own.  They had

8          their own -- they can do it on every deal as much

9          or as little as they wanted to.

10    220               Q.   So what they would see would be

11          the same as what you would see?

12                      A.   Yeah, yeah.  They'd see the

13          contract; they'd see the tranche, and they'd see

14          all the supporting documents for everything, and

15          then they can cross-reference them with the

16          portfolio.

17                      CNSL D. HARLAND:  I'll just mark this

18          email as the next exhibit, Exhibit 5.

19                      EXHIBIT NO. 5:  An email dated July 27,

20                      2022.

21                      BY CNSL D. HARLAND:

22    221               Q.   I'd like to talk about delinquency

23          rates for a moment, which you've, sort of, touched

24          on previously.  What would you say is an average

25          delinquency rate in this industry, if that's even a

110

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          possible number you can give?

2                      A.   Sorry, delinquency as in 30, 60,

3          90 or as in repo?

4    222               Q.   30 days.

5                      A.   It could be as high as 12, 15

6          percent.

7    223               Q.   That's high?  Or is that what you

8          would say would be an average?

9                      A.   It could be as high -- I mean,

10          National's portfolio was probably around 8, 9, you

11          know?  It's all based on the dealership, right, and

12          the kind of risk they're willing to take.  Because

13          they're allowed to take more risks if they want to

14          because it's their problem.  So if somebody wants

15          to take a bigger risk and hover around 20, that's

16          really their prerogative.  They'll have to deal

17          with it.

18    224               Q.   So there's no threshold where it

19          hits a certain amount and the rug gets pulled?

20                      A.   Well, I mean, we would sit down

21          with them and say, What are you doing? and have a

22          conversation.  But here's the thing:  The thing is

23          that in this business, a dealership can put someone

24          in a vehicle -- like, this is their rationale,

25          right?  This is the dealership.
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1                      They can put someone in the vehicle,

2          have them pay the vehicle, basically, for six

3          months, you know?  The last three months, there's

4          maybe some delays or whatever, but they get their

5          six months or whatever.  And then that person goes

6          delinquent; they go pick up the car; it's six

7          months older than it was.  It was already five, six

8          years old to begin with; it's not a big difference.

9          It probably had 140 on it; now it has 155 or 160,

10          and then they can lease that car out again at close

11          to the same price.

12                      So for a dealership, in their

13          mentality, they want to get the business in because

14          they know that there's lots of cars that -- it's

15          not about, you know -- you're not driving Porsches

16          or Mercedes or BMWs; you're driving stock vehicles.

17          So if somebody repos, it doesn't hurt them because

18          all the money that they've collected up to that

19          point they've received.

20                      The way the leases are structured is

21          that -- just a typical lease -- is that interest is

22          paid in the beginning, right, and then winds down.

23          Interest is paid mostly in the beginning then winds

24          down to the end, to the bottom, if you look at the

25          lease agreements.  So they're getting really good
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1          interest in the beginning; they go for six months.

2          The car goes sideways; they repo the vehicle, put

3          it out there again, and they haven't really lost a

4          lot, you know?

5                      So in the dealership's mind, they're

6          thinking, well, no, we want to make sure we get the

7          best customers possible, but we're making sure that

8          the rate is sufficient -- the rate that we're

9          charging is sufficient to cover and mitigate our

10          losses.  So they wouldn't be as risk averse to

11          somebody with a bankruptcy or so on as a company

12          that doesn't do that.  Now, it's a lot of work; you

13          have to go find a car, you have to -- but they're

14          good at that, so they know that they're good at

15          that, so they work it into the way they think.

16                      Whereas, if you have to go hire someone

17          to go repo a car, that's a new cost to you; you

18          don't want to do that.  You would take a very

19          different approach to your credit processing and

20          decision-making.

21    225               Q.   So you mentioned National's

22          delinquency rate was about 8 to 9 percent, right?

23                      A.   Yeah.

24    226               Q.   And do you know what Clonsilla's

25          was?
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1                      A.   Probably between 6 and 10.

2    227               Q.   And there were monthly servicing

3          reports for both Clonsilla and National, right --

4                      A.   Mm-hmm.

5    228               Q.   -- that were prepared?  I'd like

6          to pull up one from May 2023.  Can you see that on

7          the screen?

8                      A.   Yeah.

9    229               Q.   So this is a Velocity delinquency

10          Excel sheet dated May 31, 2023, and I'm looking at

11          the CAS delinquency tab.  That would be Clonsilla's

12          delinquency, right?

13                      A.   Yeah.

14    230               Q.   And I'm looking at row 16, and

15          that has the delinquency rates for 30 days, right?

16                      A.   Yeah.

17    231               Q.   So what would these numbers be

18          based on?  How would all of this data get

19          collected, and how does it get put into the

20          spreadsheet?

21                      A.   So this data is what we're

22          supposed to receive from Clonsilla when they send

23          us their updates, and it's basically percentage

24          based on whatever they gave us.  Now, I worked with

25          Clonsilla on this.  I mean, there are months where
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1          we didn't get information from them, and I'd be

2          behind them, and we would get the information.

3                      So to be completely honest, there are

4          months where we just, sort of, copied what we saw

5          the last month and kept it consistent because we

6          just didn't get data as fast as we got from

7          National.

8    232               Q.   But this is based on data from

9          Clonsilla?

10                      A.   Correct.

11    233               Q.   And would you do anything to vet

12          that data?

13                      A.   No, no, they would tell us; they

14          would go through and give us a list of numbers

15          based on -- they had a copy of the portfolio, and

16          they would go through and identify the ones.  I

17          mean, Maryanne had lots of spreadsheets.  So it was

18          like me and Jacquie and processing and stuff with

19          the closings as well as this.  So one of the things

20          Maryanne had to do for was submit to us whatever

21          these numbers were, so we could get them back to

22          EFC.

23                      So National sent us a form, and when

24          they could, they sent us a form, but this was

25          always -- this was never good.  This was always
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1          delayed.

2    234               Q.   So looking at the...starting April

3          2023, the one-month delinquency rate was 4 percent.

4          Do you see that?

5                      A.   Yes.

6    235               Q.   And then in March, it was 3.7?

7                      A.   Mm-hmm.

8    236               Q.   And then in February, it was 4

9          percent?

10                      A.   Yeah.

11    237               Q.   And January, it was 3.5 percent?

12                      A.   Yes.

13    238               Q.   And then it goes on and on for

14          2022.  And then I'll turn to the NAF delinquency

15          tab, and NAF and National Auto Finance, right?

16                      A.   Yeah.

17    239               Q.   So looking again at row 16, we see

18          the same numbers for National, correct, the

19          one-month delinquency rate?

20                      A.   Yep.

21    240               Q.   And so in April 2023, the

22          one-month delinquency rate was 14.7 percent, 8.5

23          percent in March?

24                      A.   Yes.

25    241               Q.   11.1 percent in February?
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1                      A.   Yep.

2    242               Q.   And 9 percent in January?

3                      A.   Mm-hmm.

4    243               Q.   So it appears that National, as

5          reported here, had significantly greater

6          delinquency rates, right?

7                      A.   Yeah.  I think National was

8          reporting theirs accurately.  I think the rates are

9          probably quite similar, but these are -- I mean,

10          Adam didn't miss a beat, you know?  So these

11          probably... Clonsilla's rates would have been

12          underreported.

13    244               Q.   So when you saw these numbers --

14          and looking at it now, you say, okay, well, it

15          looks like they were underreporting it.  When you

16          saw these numbers in real time, what was your

17          reaction?

18                      A.   Well, I mean, I figured that they

19          weren't tracking them as well as they could.  We

20          were always chasing them for things, you know, like

21          again, not being on the system, not having a --

22          National was on the CAS system.  They were the ones

23          that got us onto the C-A-S system.  They were using

24          it for everything, right, and they recommended it

25          to us.  So we used it and got into it, and we were
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1          getting Clonsilla into it as well too.

2                      So knowing their processes and so on,

3          we just...there was a lot of challenges with the

4          business, how it was beng run, and the accuracy of

5          these sorts of things.  The primary focus of the

6          business was on new customers, getting the

7          customers into these cars and then getting their

8          payments organized, working with a funder to make

9          sure there was a funder for all of that, doing the

10          front, dealing with the floor planning to make sure

11          that -- because he had a large lot, like, 150, 250

12          cars versus National that only had about ten cars

13          -- all that processing with the finance company

14          because we had two different finance companies for

15          the funding.

16                      They were just full all the time it

17          seemed between the front-end financing and the --

18          it's a whole other business, as you can appreciate,

19          of moving these cars in and out and funding them

20          and paying them off and people coming and checking

21          and auditing and so on.  They were just full all

22          the time.

23                      Anyway, so yeah, this probably was

24          underreported, but they were making their payments;

25          they had never missed a payment.  Whenever we
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1          brought these kind of things up, you know, it was

2          always like, hey, we have never missed a payment,

3          you know?  And the rates aren't even good; the

4          rates aren't even beneficial to us, but we still

5          haven't missed a payment.

6                      And again, this is in the first year --

7          the first few months of the relationship where

8          we're getting better at things, you know?  We're

9          putting systems in place, processes in place,

10          working with EFC, having meetings with them;

11          they're bringing in new people, bringing in the

12          accountant; we're hiring Paul Breakey as our

13          accountant, and we're bringing in BDO to do the

14          accounting.  We're beginning to put layers of

15          processing in place.

16                      I mean, you know, could it have been

17          perfect day one?  It would have been nice, but we

18          didn't have any money day one.  And over the course

19          of time, we were able to, sort of, bring people in

20          and invest in these systems of processes and

21          checking and double checking.

22    245               Q.   This is May 31, so this is a year

23          after the Enlightened deal was done, and you're

24          still seeing -- you look at April 2023, and you see

25          4 percent or 3.5 percent, and you compare that with
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1          National, and it's 10 percent higher.

2                      A.   Yes, yes, yeah.  Again, we're

3          looking at this information.  EFC is also looking

4          at this information.  I mean, they're looking at

5          these as well, and again, we were -- there were a

6          lot of moving parts and very few resources.

7          Because the dealer took the risk, is taking the

8          risk and paying their bills -- now, granted, we're

9          behind Hugh to get into the accounts, into the

10          blocked account like he should, but I mean, you're

11          right; we should have paid better attention to

12          this; we should have done more audits.

13                      And looking back, there's lots of

14          things that I wished we would have done just to

15          validate the portfolio, you know?  We trusted the

16          portfolio was what it was, and we trusted that we

17          actually -- you know, this was during COVID, and

18          we're still doing okay.  They were still keeping

19          people employed, and cars were coming in, and we

20          didn't see a big drop off.  We expected a lot more

21          delinquencies during COVID, and it wasn't as bad as

22          we thought.  But yeah, in retrospect, I would have

23          loved to have ensured that CAMS was in place for us

24          and especially those guys, you know, as well as --

25          the kind of tracking that we did with Beacon, I
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1          would have loved to have seen us doing that from

2          day one with EFC.

3                      Again, they were also deploying their

4          system because they were ramping up, and they were

5          looking at them and -- the hope was that we could

6          all do the Excel stuff and get it right and prove

7          the model, and then put these things onto proper

8          systems that would help us all scale.

9                      One thing is we also -- you know, we

10          didn't want to bring on any more dealerships; we

11          had Hugh; we had National; National did everything

12          to the letter, to the tee; he was incredible.

13          Pushing and pulling with Clonsilla, Steve and I

14          often said we don't want another customer like

15          Clonsilla because they're a ton of work, you know?

16          We spent a lot of time asking them for things and

17          reminding them for things and what have you, but

18          they were 90 percent of the portfolio.  So it took

19          up a lot of our energy.

20                      So we didn't want to bring any good

21          deals on because we knew we needed to, sort of,

22          have those systems in place to make sure.  Because

23          Hugh was known to us; we trusted the fact that we

24          owns Velocity, so we're all going to be okay.

25          Bringing somebody else on that you don't know, that
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1          you have no experience with, you know, without the

2          systems in place to really vet them effectively,

3          that's riskier.  So we didn't have the same

4          apprehension with Hugh, but we had that

5          apprehension about bringing somebody else on that

6          was new.

7                      So we really wanted to get the systems

8          in place; make sure they're all vetted before we

9          started to scale or grow.

10    246               Q.   Did you know Clonsilla's actual

11          delinquency rate was between 40 and 50 percent at

12          this time?

13                      A.   As in 30, 60, 90?

14    247               Q.   Yes, after 30, yes.

15                      A.   After 30?  No.  Sorry, as in...as

16          in...as in basically you owe on the 1st, and

17          they're being paid a month later?

18                      JAYLON ALLEYNE:  Yeah, pretty much,

19          like, people were just paying late.

20                      THE WITNESS:  All the time?

21                      JAYLON ALLEYNE:  Yeah, some were

22          multiple months behind; some hadn't made payments

23          in years.

24                      THE WITNESS:  Really?

25                      BY CNSL D. HARLAND:
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1    248               Q.   Is there -- I mean, that's just

2          numbers you haven't seen before?

3                      A.   No, no, that's -- those are

4          massive numbers.  Towards the end, it felt as if --

5          because Hugh would be really frenetic about getting

6          closings, right?  And I remember arguing with --

7          not arguing.  Eamonn and I would be on the phone,

8          and Hugh would be like -- Eamonn would be like, I

9          need the payment in; the payment has to be on this

10          time.  And he always got it in.

11                      But it felt like in the last few months

12          that Hugh was using the closings to pay, you know,

13          versus collections, you know?  By that time, we

14          kind of all realized that things were quite sour,

15          but 50 percent is a massive number.

16    249               Q.   What made you realize that he was

17          using the closings?

18                      A.   Discussion, discussion.  I mean,

19          because he would tell us in phone calls, and he

20          would say he needs the closing; he can't make the

21          payment until he has closings.  And I was like,

22          Hugh, that's a problem; Hugh, we have to get these

23          accounts in place and the blocked accounts in place

24          and so forth and so on.

25                      But we could tell by the end, he was

123

Veritext
416-413-7755



Hollinsworth Auguste
March 11, 2025

1          using the closings to make the payments.  And that

2          was a -- Eamonn figured that out too, that he

3          wasn't collecting.  He wasn't collecting the way he

4          should have been, but 50 percent is a massive

5          number on -- not delinquency but 30-day late

6          charges.

7    250               Q.   Right.  When payments were an

8          issue, what were the questions on collateral?

9                      A.   On Hugh's collateral or collateral

10          for the leasees?

11    251               Q.   For the leasees.

12                      A.   Well, it was always the car,

13          right?  The car was always the collateral.  These

14          are customers that have bad credit and probably

15          have little money, but they can make their payments

16          because they have a job.  And after rent, they pay

17          their car because they're rural customers, and the

18          car is a critical resource.

19                      So if they couldn't make their

20          payments, the idea of the model is that after two

21          or three -- if you're behind two or three months,

22          you would lose your car.  They would repo the car,

23          you know, and take you to Small Claims.  They would

24          pay us out, so they would identify it as basically

25          repo; pay the funder out, so the funder would get
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1          their money back, and they're clean.  That's the

2          documentation for Beacon as well as EFC, and the

3          risk is theirs, you know?

4                      So then they would basically at that

5          point go to Small Claims Court which Hugh used BLG

6          a lot for that, and they would help the customer

7          however they could.

8    252               Q.   And would Eamonn ask questions

9          about the collateral?

10                      A.   Sorry, what do you mean?

11    253               Q.   What would he -- was his concern

12          just, simply, he was getting paid, so there wasn't

13          a concern from his perspective?

14                      A.   Oh, yeah, completely, completely.

15          That was not his problem.  The funder -- the charts

16          were there, but I mean, up until the very end,

17          every single payment was made on time, and that was

18          the priority.  And it was almost like we know

19          there's some issues; we know there's challenges but

20          not to the extent that there were.  Because I think

21          everyone was shocked when they see the extent of

22          whatever it got to.

23                      Like, we knew there were some growing

24          pains, but everyone -- we were all in the room; we

25          were all working on this together.  We all see that
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1          this could have a tremendous upside if we all

2          focus.  Adam did a great job, grew his company

3          really well.  We thought having more customers --

4          we always said, you know, more customers like Adam

5          because he just does what we tell him, you know?

6          And he doesn't require a lot of hand-holding and

7          reminding and so on, but having eight to ten of

8          him, you know, of customers like that would have

9          been incredible.

10                      The money was being paid, and I think

11          that was the focus.  So nobody...we didn't worry

12          about the details at that point.  You almost make

13          assumptions as to -- you know, you meet people, and

14          they're gracious and fair, and they have history,

15          and they've been around for 20, 30 years; you make

16          an assumption about how they're going to conduct

17          their business, you know?  We didn't start thinking

18          the worst of them.

19                      With that said, though, the documents

20          that we put in place for Beacon and EFC were pretty

21          comprehensive.  They, I think, covered a lot of

22          things.  I remember going through them sometimes,

23          and it took us six months with lawyers, and we

24          think, you guys are assuming the worst-case

25          scenarios all the time here, but they were
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1          comprehensive, and this is like the worst-case

2          scenario.

3    254               Q.   So back toward the beginning of

4          our discussion, you were talking about Hugh's

5          business model that really intrigued you.

6                      Sort of looking back on what you were

7          reviewing at the time you entered into business

8          with him, did you see things in his past now that

9          looked suspicious in hindsight?

10                      A.   We didn't -- Hugh was a

11          recommendation.  Steve introduced me to Hugh, and

12          one of Steve's best friends introduced Hugh to

13          Steve.  So he came through a network of people that

14          are trusted, you know?  We've known each other for

15          25, 30 years -- well, 25 years; they helped me

16          start my first company.  So Hugh came through that

17          network, you know, so I gave him the same sort of

18          latitude that I would give everybody else that I

19          meet through these wonderful people.

20                      Like I said, when Hugh didn't let us

21          talk to Dr. Bernstein, we talked about it; we

22          thought about it, but we just figured maybe he was

23          right; they didn't like him, and they were just --

24          he was really good at convincing us that there was

25          a reason why: They didn't like him; they didn't
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1          want to -- you know?

2                      But we should have spoken to them.  We

3          should have spoken to Dr. Bernstein and figured out

4          why he wanted to divest.  In retrospect, I would

5          never have done that again.  You have to do that;

6          it doesn't matter what the excuses are.

7                      The model itself is a good model.  As a

8          matter of fact, Rasto is starting -- I mean, Adam

9          is doing well with the model; I think he's still

10          using it.  Rasto, he went through a hard time after

11          this all transpired, and he almost lost everything

12          but built himself back up, and he's actually

13          running a business with this exact same model, and

14          he's doing really well.  He has a little portfolio

15          of about four or five million dollars.  And he

16          says, once I meet an investor, a smaller investor,

17          certainly, putting out smaller amounts and he

18          groups them all together, he says they see it, and

19          the returns are amazing.  I mean, it's a good

20          model, but you have to have the right dealerships

21          connected to you, and he does a lot of vetting on

22          the dealerships.

23                      The biggest thing is it's one thing to

24          vet a dealership; it's another thing to vet a

25          dealership that is supposed to be your partner,
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1          that is supposed to be part of your group trying to

2          build this thing; it's your inner circle, you know?

3                      Anyway, all of that to say when EFC

4          came on, EFC did a background check, and they found

5          something in Hugh's past; we didn't know; we didn't

6          see that; we didn't know, and he never told us

7          about it.  But they found something in his past,

8          and it was something from 1980s or something, and

9          something about...I think it was Chrysler, and he

10          was working there as a manager and something may

11          have -- and I think there was some misappropriation

12          of funds.  And Hugh explained to us that it was one

13          of his employees, and things were tight and hard,

14          and this person made some hard decisions, and he

15          took the brunt of it, you know?

16                      And he spoke with EFC; we had a two or

17          three-hour meeting in person in Burlington, and he

18          walked them through exactly what he did and what

19          happened and everything else, and they were

20          confident that that was just an aberration, and it

21          wasn't really Hugh's doing.  I mean, that's the

22          most I know about that, and I didn't realize that

23          that had transpired.  Looking at this now, I can't

24          even comment on that because I wasn't there, and I

25          don't know what transpired but anyway.
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1    255               Q.   So when Enlightened shared that

2          information, what was their comment on it?

3                      A.   Well, we had a meeting with Hugh

4          in person, and I was there; Bobby was there; Eamonn

5          was there at the Burlington office.  And we took it

6          out, read it, and had Hugh explain it and speak to

7          what happened, walk us through precisely what

8          transpired.

9                      At the end of three hours, Enlightened

10          was confident that it wasn't -- it was somebody

11          else's doing, and Hugh covered for them or whatever

12          and decided to move forward.

13    256               Q.   And that was -- you had never

14          known that before Enlightened --

15                      A.   No, no, no, Bobby did a deep dive,

16          and he came back with that.  We didn't do that type

17          of -- he had some source that he used for that.  We

18          didn't do that with each other when we started the

19          company.

20                      CNSL D. HARLAND:  I see that the time

21          is now 5:01.  I still have a fair bit to get

22          through with Mr. Auguste.  So I'm going to suggest

23          we adjourn now.

24          --- Proceedings adjourned at 5:01 p.m.

25
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1                             REPORTER'S CERTIFICATE

2
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15
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20
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1       -- Upon commencing at 4:03 p.m. --

2                   HOLLINSWORTH AUGUSTE:  AFFIRMED.

3                   EXAMINATION BY MR. HARLAND (Cont.):

4 256               Q.   Hello, Mr. Auguste.  This is a

5       continuation of your examination pursuant to a

6       Court order that was conducted on March 11, 2025.

7       You've affirmed to tell the truth again today?

8                   A.   Yes.

9 257               Q.   So you're aware that after the

10       Receiver was appointed, it was discovered that

11       there were numerous cases of "duplicate VINs" where

12       the same vehicle was funded on multiple tranches

13       without a buyout to EFC; is that right?

14                   A.   That's correct.

15 258               Q.   And when did you first become

16       aware of this issue?

17                   A.   When I read the document.  I read

18       the -- when I first read the first document, I

19       think I received it in maybe September of last

20       year, and it went through in detail that there were

21       some duplicate VINs submitted.  As a matter of

22       fact, I think it stated that there were duplicate

23       VINs on -- that were submitted to us as well as --

24       my understanding is that there were some customers,

25       lessees, that either didn't exist or they were made
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1       up or they were a duplicate as well.

2                   Basically, just -- I mean, behaviour

3       that ran counter to what we had been doing prior,

4       and, again, with the Beacon relationship.

5 259               Q.   And when you said you read the

6       document, which document are you referring to?

7                   A.   It's the first document I received

8       from the Court, and I believe I received it in

9       September of last year.  And it went through -- it

10       was quite exhaustive, and it went through the fact

11       that they had discovered -- as a matter of fact --

12       sorry, sorry, before the document or around the

13       same time, I got a call from Deloitte, and we had a

14       conversation for about an hour on the phone.

15                   And they told me that they were

16       investigating, and they were looking at the

17       portfolio, and they noticed that -- they asked that

18       they -- they noticed that there were duplicates

19       sort of on the EFC tranches as well as LW2 and

20       elsewhere.

21                   So we had -- we went back and forth,

22       and I told them how our system was built, that, you

23       know, with the Beacon relationship, we were

24       basically using their back-end system, which did a

25       really good job of finding duplicates.  And every
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1       time they were found, we basically -- you know, we

2       had the customer resubmit.  And, you know, we

3       probably saw one of those every maybe three or four

4       tranches.  So we weren't aware that there were

5       duplicate VINs being resubmitted with the EFC

6       relationship.

7                   So with Deloitte, we had a good

8       conversation... [audio distortion].

9                   THE REPORTER:  Sorry, sir.

10                   THE WITNESS:  ... customers that didn't

11       exist.  They found --

12                   THE REPORTER:  Sorry, sorry.

13                   THE WITNESS:  Sorry?

14                   THE REPORTER:  Stop, stop.

15                   THE WITNESS:  Are we frozen?

16                   THE REPORTER:  Yes, you froze.

17                   [Reporter Clarification]

18                   THE WITNESS:  Okay.  Yeah, so with

19       Deloitte, we had a good conversation, and they said

20       that, yeah, they found duplicate VIN numbers, they

21       found duplicate customers.  They found customers

22       that didn't really exist, that weren't verified.

23                   Just stuff that there were -- it was

24       quite shocking for us, you know, after they did a

25       debrief.  They were going through things
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1       exhaustively, and they were, you know, tracking the

2       portfolio intently, of course, trying to sort of

3       get a sense as to what the value of the portfolio

4       was, and then they found that sort of fraudulent

5       behaviour.

6 260               Q.   And you weren't aware of these

7       issues prior to having that conversation with

8       Deloitte?

9                   A.   No, absolutely not.  Absolutely

10       not.  That was really surprising because -- again,

11       Clonsilla, you know, I mean, he owned most of our

12       company.  He was majority shareholder in Velocity.

13       We basically worked together at, you know, at an

14       arm's length relationship.

15                   I think, you know, considering the fact

16       that Velocity was his, Clonsilla was his, you know,

17       I mean, Steve and I had minor partnerships, but,

18       you know, the integrity was that we do -- you know,

19       we're running Velocity to our best understanding,

20       and Clonsilla was basically interacting with us in

21       good faith.

22                   So to see that type of behaviour, that

23       was surprising.  I mean, like I said to you, in all

24       the meetings we've had with Hugh from the very

25       beginning, from the very beginning, from the time
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1       at the restaurant in 2018 all the way up to even

2       the summer of 2024, we had been always working

3       together as a team trying to make this all work.

4       So to see that degree of -- that was just shocking.

5       Steve and I were kind of floored.

6                   I was actually quite shocked when you

7       showed me that document in the last meeting that we

8       had, the one with me being the CFO of the SPV of

9       Clonsilla because, like I said to you, you know,

10       I've never seen that document before.

11                   And just to be clear, the SPVs are not

12       allowed to -- there were documents designed by BLG

13       and the legal team for Beacon that limited the

14       behaviour of the SPVs completely.  They couldn't do

15       anything.  They weren't allowed to hire employees.

16       They weren't allowed to go for loans, have a bank

17       account.  That SPV was designed to only hold the

18       assets that were transferred over to that

19       organization.

20                   You know, whenever we talked about the

21       PAPs and so on going through the SPVs, the SPV was

22       designed for that function, and there were -- lots

23       of documents were written restricting that

24       behaviour, so we would have no ability to hire a

25       CFO; ask for money.  It wasn't allowed, based on
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1       the documentation that we had all signed with the

2       Beacon relationship.  So that, to me, didn't make

3       any sense.

4 261               Q.   I'm just going to put a document

5       up on the screen, and this is a -- so this is from

6       the -- this is an appendix to the Receiver's first

7       report, which I think was the document you were

8       referring to before as having read, and this -- can

9       you see my screen now, Mr. Auguste?

10                   A.   Yes.

11 262               Q.   So we're looking at an email from

12       Richard Williams from Deloitte dated November 22,

13       2023, to yourself and to Mr. Breakey; do you see

14       that?

15                   A.   Yes.

16 263               Q.   And the subject line is:

17                        "Velocity/Clonsilla - duplicate

18                   VINs."

19                   Do you see that?

20                   A.   Yes, yes.

21 264               Q.   And I don't need to read the

22       entire email, but you can take a look to read it,

23       and essentially what the Receiver is telling you in

24       this email is that it has discovered this duplicate

25       VIN issue, that EFC funded a vehicle more than once
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1       without being paid out, correct?

2                   A.   Correct.

3 265               Q.   And Mr. Waddell told the Receiver

4       that Clonsilla is only responsible for lease

5       origination, but Velocity managed all the

6       accounting and buyouts?

7                   A.   No.  Yeah, I -- sure, I see that.

8       Yeah.

9 266               Q.   That's what Hugh told Richard, at

10       least, right?

11                   A.   Yes.

12 267               Q.   And that he always paid whatever

13       buyouts were requested by Velocity?  That's what

14       Hugh said?

15                   A.   Yeah.  The documentation is really

16       clear.  If you read the docu- -- well, I know

17       you've read it.  But the documentation for the

18       originator, they have a responsibility -- like we

19       said last time, they're getting this relationship

20       with the funder because the originator has

21       responsibilities which include, basically -- and

22       it's quite clear.  I can find the sections for you,

23       but I'm sure you probably have them already

24       referenced.

25 268               Q.   Well, yeah, we'll talk about that.
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1       We'll talk about that in a moment, actually.

2                   A.   Yeah.

3 269               Q.   Let's stick on this email for a

4       second.  So I see Paul Breakey is copied; do you

5       see that?

6                   A.   Yes.

7 270               Q.   When you received this email, did

8       you speak with Mr. Breakey about it at all?

9                   A.   I don't remember.  If I did --

10 271               Q.   You don't need to guess.

11                   A.   Yeah, I don't remember.

12 272               Q.   Okay.

13                   A.   I mean, we spoke about -- Paul and

14       I spoke about some of these issues.  Specifically,

15       I mean -- we would have spoken about it because we

16       were --

17 273               Q.   Sorry, just to stop you there, did

18       you say you would have or you wouldn't have

19       spoken to him?

20                   A.   No, no.  We -- no, we would have.

21       We would have because we were alarmed.  I mean, we

22       had been moving forward.  You know, the reason

23       why -- as you know, the reason why we basically --

24       you know, the business began to run amok once the

25       rates started going higher.  We had a cost of funds

143

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1       from EFC, and we went through about three or four

2       months of significant re-increases that just

3       basically destroyed the business model.

4                   We had no ability to -- you know, being

5       a company that's just a year old or so, less than a

6       year old, with that EFC relationship, once the Feds

7       started raising rates and they raised it about

8       5 percent in three to four passes, like, we were

9       underwater.  We had no reserves whatsoever.

10                   So that's the reason why we began to

11       sort of, you know -- well, EFC decided that, hey,

12       we couldn't continue because we couldn't afford it

13       anymore.  The margins had just vanished, and so on.

14       And then this stuff came out when they started

15       doing the investigation.

16                   We had no idea that this was the

17       behaviour of the portfolio, and there were, like,

18       again, duplicates and, you know, customers or

19       lessees that didn't exist and so on.  The

20       originator, in our documentation, it's clear that

21       the originator, it's on them to make sure that

22       they're giving us proper customers, giving us

23       proper vehicles, and so on.  It's well documented

24       in the originator relationship with EFC as well as

25       with Beacon.
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1                   So just to say, listen, that's not our

2       problem, we just toss -- we just toss customers to

3       them, and it's their problem; that is absolutely

4       incorrect.  We spent six or seven months

5       negotiating the documentation with Beacon

6       relationship.  Then the six months documenting the

7       relationship and all the legals with the EFC

8       relationship.  That stuff is clearly stated all

9       over the place.  That was not acceptable from an

10       originator.

11                   And that behaviour never happened with

12       Adam.  He had his accounting.  He didn't have a

13       single duplicate, or if ever he did, it was a

14       mistake, and it was addressed immediately.  So,

15       anyways.  And then --

16 274               Q.   So I'll just scroll up to your --

17       so you respond to Mr. Williams on November 22,

18       2023, right?

19                   A.   Mm-hm.

20 275               Q.   And you say:

21                        "The statement made by Hugh is

22                   false."

23                   And is the reason why it's false based

24       on basically what you just told me?

25                   A.   Absolutely.  It's the documents

145

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1       that he signed that he entered into negotiation --

2       sorry, that he entered into relationship as the

3       president of Clonsilla.  It's all in there, yes.

4 276               Q.   And you refer to -- I'm looking at

5       the third paragraph.  You refer to the "dealer

6       agreement," right?

7                   A.   Yes.

8 277               Q.   And what is this agreement?

9                   A.   It's one of the documents that

10       maintain -- it's one of the documents that --

11       I think there were about four documents that

12       governed our relationship with EFC, and the dealer

13       agreement was one of them.  They had to review it

14       and sign off on it.

15                   And the -- sorry, so there's a dealer

16       agreement with the originator and Velocity, and

17       then there's another funding agreement between EFC,

18       Velocity, and the originator.

19 278               Q.   And, sorry, so who are parties to

20       the dealer agreement?

21                   A.   I'm pretty sure we're all -- I

22       think EFC as well as Velocity as well as the

23       dealer.

24 279               Q.   So you include references to

25       Section 4.3 and 8.4, correct, from the dealer
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1       agreement?

2                   A.   Yes.

3 280               Q.   And so I'll just pause to note for

4       a second, and I'm going to pull up the credit

5       agreement that's between Velocity and Enlightened.

6                   A.   Mm-hm.

7 281               Q.   Do you see that document on the

8       screen?

9                   A.   Yes.

10 282               Q.   So this is now the credit

11       agreement between Enlightened and Velocity.

12                   A.   Mm-hm.

13 283               Q.   And if we compare -- there's a

14       Section 4.3 in the Enlightened credit agreement; do

15       you see that?

16                   A.   Yes.

17 284               Q.   And the language from 4.31 about

18       asset dispositions --

19                   A.   Mm-hm.

20 285               Q.   -- essentially mirrors what's in

21       the excerpt from the dealer agreement; would

22       you agree with --

23                   A.   Yeah.  Yes.

24 286               Q.   So even if there is an agreement

25       between Velocity and Clonsilla, Velocity still owed

147

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1       those obligations to Enlightened, correct?

2                   A.   Yes.

3 287               Q.   And then if we look at section --

4       this is Section 8.1(9), "Collection of Leases"; do

5       you see that?

6                   A.   Yes.

7 288               Q.   And (c) says:

8                        "On a weekly basis on Friday of

9                   each week, the Borrower shall

10                   transfer or cause the Dealer to

11                   transfer all funds on deposit in the

12                   Dealer Blocked Accounts to the

13                   Borrower Collection Account.  Funds

14                   on deposit in the Borrower

15                   Collection Account shall be applied

16                   on each Monthly Payment Date in

17                   accordance with Section 4.1."

18                   Do you see that?

19                   A.   Yeah.  Yeah.

20 289               Q.   So Velocity owed the obligation to

21       Enlightened to ensure that all funds on deposit in

22       the Clonsilla blocked account were transferred to

23       the Velocity blocked account, right?

24                   A.   That's correct.

25 290               Q.   So Velocity owed the obligation to
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1       Enlightened to ensure that funds were collected

2       when required and remitted to the Velocity blocked

3       account, right?

4                   A.   That's correct.

5 291               Q.   And if an account became

6       delinquent, Clonsilla may have to report this to

7       Velocity, but it's still Velocity's obligation to

8       Enlightened to ensure that the buyout is paid to

9       Enlightened, correct?

10                   A.   Yeah, I mean, it's always our --

11       yeah, certainly, it's our obligation based on our

12       relationship with Enlightened.  But like I said

13       before, the blocked account was never set up with

14       Clonsilla.  It was understood that it would -- you

15       know, EFC had discussions with Clonsilla.  They had

16       discussions with us.  We had discussions, all three

17       parties together.  And it was something that we

18       were all working on.

19                   We had been behind Hugh for quite a

20       while to get it done, and, you know, I remember the

21       summer of -- well, the last summer, he was -- I

22       think he'd promised Eamonn of EFC that, you know,

23       he gave them about six weeks or so.  I think we

24       have some documenta- -- anyways, it was never done.

25                   So we never had funds -- we never had

149

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1       funds in the blocked account to transfer back to

2       EFC.  The funds were being transferred directly and

3       paid directly from their -- from the Clonsilla

4       operating account.  And EFC understood that this

5       was in the works, and they gave Hugh some leeway to

6       have -- you know, to get it done.  But in lieu

7       of -- well, in light of what transpired insofar as,

8       again, the duplications and some of the other

9       behaviours, I mean, nobody should have done that.

10                   But the understanding was that he would

11       get it done.  Clonsilla would get it done.  They

12       were putting the accounting in place.  They were

13       doing a bunch of things to upgrade their processes

14       to adhere to the letter of the contracts.  And, you

15       know, time and time again, it was understood, you

16       know, by all parties that that was in the works; it

17       would be done.  Hugh had promised it time and time

18       again, verbally.

19                   And -- but, yeah.  So there was nothing

20       in the blocked account for us to transfer over

21       because it was never effectively put in place.  And

22       all parties understood this verbally and knew that

23       this was something that was, again, going to

24       happen.

25 292               Q.   But if you have the obligation
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1       under this agreement, does it make sense, then, to

2       be so reliant on the originator to ensure that all

3       the information was correct?

4                   A.   Sorry.

5 293               Q.   When you mentioned earlier --

6                   A.   [Indiscernible] information --

7 294               Q.   -- that Velocity -- you mentioned

8       earlier that Velocity is reliant on Clonsilla as

9       the originator to --

10                   A.   Mm-hm.

11 295               Q.   -- provide accurate information

12       that you would rely on, but if your obligation

13       under this credit agreement with Enlightened is you

14       still owe those obligations to Enlightened to

15       ensure all these things happen --

16                   A.   Mm-hm.

17 296               Q.   -- do you think, in hindsight, it

18       made sense to be so reliant on Clonsilla?

19                   A.   Well, I mean, we had done that for

20       a -- for almost two years with Beacon, and, you

21       know, in that relationship and -- you know, again,

22       everyone's working in good faith, you know, getting

23       it done.  It's busy for everyone.  The dealerships

24       are submitting deals in good faith.  We're

25       processing in good faith.
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1                   I mean, you know, in retrospect, I

2       would have liked to have -- I mean, in retrospect,

3       I would have liked to kick all those back and lock

4       them all down.  But we were building something from

5       scratch, and we were putting processes in place for

6       companies that had no processes whatsoever.

7                   So we're trying to be, you know,

8       realistic and, at the same time, persuade -- you

9       know, persuade them to sort of, you know -- we just

10       [indiscernible] have to be set in place.  This

11       documentation has to be [indiscernible] and put in

12       place.  There was always pushback, but it was part

13       of the contract.  It was part of the relationship,

14       and we knew that we would get there.  I mean, that

15       was the idea.

16                   I mean, in retrospect, yeah, I mean --

17       I mean, day one, I would have ensured that we

18       didn't take a step further.  But everybody in the

19       room all thought that we were working together on

20       something, and that's why I think EFC didn't

21       lock -- didn't stop this, you know, 6 months in,

22       9 months in, 12 months in without the blocked

23       accounts being in place because we thought that it

24       was -- everything was as it seemed.  Everything was

25       as we expected.  We thought that Hugh was running
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1       an operation very similar to what I was running.

2                   I mean, there is checks and balances in

3       place, but there's also good-faith dealership

4       operating a business, you know, the right way, not

5       trying to -- not using subterfuge or things behind

6       our backs which we're not looking at.

7                   So, yeah, I mean, would I have loved to

8       have had those checks and balances in place?

9       Certainly.  One of the things that -- we were

10       hiring people on.  I mean, we had Jacquie come on,

11       and she did some checking.  We hired Paul on, and

12       he began to work on the accounting.

13                   The idea was that as we -- two things

14       happened too is that, you know, when -- with

15       Velocity, it was really just -- sorry, with the

16       Beacon relationship, it was really just me.  Once

17       we got to the EFC relationship, we were about to

18       free up some cash and then hire additional

19       resources, and the idea -- we brought on BDO to do

20       the accounting.  So we were moving in the direction

21       of, you know, improved auditing, improved checking

22       with resources on the load that we had.  Because

23       most of our time was spent processing new business.

24       I mean, like, just processing new business.

25                   Anyways, all that to say is that, yeah,
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1       no, you're right.  I mean, I would have loved to

2       have done that, and to a higher degree, we didn't,

3       and it wasn't our expectation that the portfolio

4       would be in the shape that it was.

5 297               Q.   I just want to go back to your

6       email quickly from November 2023 to Richard

7       Williams.  Do you see that back on the screen?

8                   A.   No, not yet.

9 298               Q.   Let me know when you do.

10                   A.   Oh, yeah, yeah.

11 299               Q.   So do you see the "Attachments"

12       line?

13                   A.   Yes, the -- yeah, the Velocity

14       credit agreement, the dealer funding agreement,

15       Clonsilla dealer agreement --

16 300               Q.   So that dealer funding agreement,

17       is that the dealer agreement you referred to, that

18       you attached it to this email?

19                   A.   Yes.

20 301               Q.   Okay.  I'd just like to pull up --

21                   A.   Yes.

22 302               Q.   So I'll pull up that attachment,

23       and so this is the attachment that you sent to

24       Richard Williams, right?

25                   A.   Yeah.
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1 303               Q.   And it appears to be a red-line

2       copy of the dealer agreement.  Do you see the

3       red-line changes?

4                   A.   Yes.

5 304               Q.   And it's an agreement between

6       Clonsilla as borrower and Velocity as funder,

7       right?

8                   A.   Correct.

9 305               Q.   And Enlightened's not a party to

10       this, right?

11                   A.   That's right.

12 306               Q.   And if I scroll down to the

13       signature page, do you see the signature page here?

14                   A.   Yes.

15 307               Q.   And this agreement is unsigned, at

16       least the version you provided to Mr. Williams,

17       right?

18                   A.   Mm-hm.

19 308               Q.   Was this -- sorry, just for the

20       purpose of the record, I need you to say "yes" or

21       "no."

22                   A.   Sorry.  Yes.

23 309               Q.   Thank you.

24                   Do you know if this agreement ever was

25       actually signed by the parties?
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1                   A.   It would have been.  I mean, it

2       would have been reviewed by EFC as well; they were

3       tied up to this.  We were all working quite closely

4       together.  All the documents were meant to be

5       consistent with each other.  And our document was

6       meant to reflect their document back to the

7       originator and make sure that we passed through all

8       of the compliance elements.  So we would have all

9       reviewed this document, and this document would

10       have been executed with a signature page.

11 310               Q.   So I'm going to ask for -- I'm

12       going to ask for, after this examination, that you

13       provide a copy of the signed agreement, to the

14       extent you have it in your possession, and I make

15       that request -- we've never found an actual signed

16       copy of this agreement, so --

17                   A.   Mm-hm.

18 311               Q.   -- if you have a signed copy, I

19       would request that you provide it after this

20       examination.

21                   A.   Okay.  I think I sent this one

22       over -- I'll look again, certainly.  I think I've

23       sent this one over because I couldn't find that.

24       The lawyers were -- the lawyers we used as well

25       too -- I mean, they would have -- again, we

156

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1       wouldn't have gone forward without this being

2       signed, so they would have had a copy on -- at

3       their location.  But when I was corresponding with

4       Deloitte, this is what I had in my computer, which

5       I knew was really close to the final because it's

6       a -- it was the executed version.

7 312               Q.   Right.

8       U/T         A.   But, yeah, yeah, I'll look, but I

9       think our lawyer would have had the signature

10       pages.

11 313               Q.   And I just want to talk about -- I

12       want to talk briefly about something we discussed

13       last week, and that was you mentioned about how

14       someone named Lavon had removed or deactivated the

15       duplicate VIN block; do you recall that?

16       U/T         A.   Yeah, yeah.  I can look for that

17       email sequence or ask Lavon if he can look for it

18       as well too.  But I remember -- I remember

19       Clonsilla asking us -- it was, like, halfway -- I

20       don't know, but -- I don't know, six, seven months

21       in or eight months in, and they asked us --

22       Maryanne called, and she said that they were

23       struggling with something and whatever and it was

24       making them hard -- making it hard for them to -- I

25       don't know.
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1                   And because we had the VIN checker, a

2       VIN-duplicate checker in our system and they asked

3       us -- you know, she asked us if we can just disable

4       it and, like, operationally work around it.  And,

5       yeah, so then we talked back and forth, and then,

6       you know, I just figured, okay, well, we'll help

7       them out.  And I think I had Lavon make that

8       change, asked Lavon to make that adjustment.

9                   I can find -- I'll look for those

10       emails and ask Lavon if he has any mention of them

11       because he would probably have something as well

12       too.  And I think it took him, like, maybe a

13       weekend or so to go back in and change the code.

14       So that wasn't -- because they said they were

15       getting stuck on something, and, again, I shouldn't

16       have done that.  But they asked for a workaround,

17       and they said that they would manage it.  And so,

18       yeah, I remember -- I remember that conversa- -- I

19       remember making the adjustment to it.

20 314               Q.   Yes, please provide any emails

21       related to that, to the extent you have them.

22                   And that was at Clonsilla's request,

23       correct?

24                   A.   Yeah.

25 315               Q.   Did you know that Clonsilla would
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1       sometimes switch digits of a VIN?  For example,

2       they would change a "0" to an "O" or change a "5"

3       to an "S."  Had you ever seen that happen?

4                   A.   Maryanne told me that she had done

5       it a couple of times when she was -- but she told

6       me she'd done it a couple times as exceptions when

7       she was trying to process something and our system

8       was -- I think that's why they asked us for the

9       change.  She was trying to process something, and

10       their system -- and our system wasn't letting them,

11       and I can't remember the rationale.

12                   But it was -- she told me she did it a

13       couple times, and she would just leave them in our

14       system, but she said, but we wouldn't send them to

15       you until they're fixed because whenever we send

16       them across Velocity, basically, like, [deals is]

17       (ph) basically a status, and they were having some

18       conflicts because some of their VINs were very

19       similar and -- but she said when she sent deals to

20       book [in] (ph) Velocity, that they would be

21       corrected.  If I can find an email thread, maybe I

22       can find, you know -- I can have Maryanne's

23       position on that as well.

24                   Now, when I spoke to the guys at

25       Deloitte, they said that was everywhere.  They said
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1       that was -- there was many -- there were as many of

2       those deals as there were other deals.  Like, that

3       was not our expectation.  We thought that they were

4       working through some issues on their end as the

5       originator, and we were trying to help them out

6       because we built the system, and, you know, they're

7       using our system to originate the deals.

8                   But when I spoke to Deloitte, the way

9       they were using the system and the way they were

10       submitting deals, nobody expected that.  I mean,

11       Steve fell off his chair.  Paul fell off his chair.

12       Nobody expected that behaviour was [indiscernible],

13       not to the extent -- I mean, it's one thing to have

14       an issue, an error here and there, which always

15       sort of happened, but not to the point where they

16       were submitting deals, putting them on the books,

17       getting funded, getting paid for them, and those

18       vehicles didn't exist and those customers didn't

19       exist.  Like, that's not the business that we

20       were in.

21 316               Q.   But to your recollection, it was

22       that issue, the switching of the digits, that led

23       to the duplicate VIN block being removed?

24                   A.   Yeah, yeah.  I think -- yeah, they

25       said that they had an issue, they were working
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1       through some things, and the system was -- it was

2       sort of handcuffing them.  And they couldn't -- and

3       they couldn't sort of -- you know?  And she said,

4       listen, when we send deals to you, they'll be fine,

5       but we just can't even process deals because our

6       system's kind of handcuffing them.

7                   So we made -- Lavon made the change in

8       the system, and then they said that, yeah, they

9       would manage it; they'd manage at their end.

10                   Again, we didn't have the Beacon

11       back-end system that we were using the first time

12       to check for VIN numbers and validations.  Beacon

13       did that.  Essentially, we were using our front-end

14       system.  We sent it across to EFC; they were in the

15       process of putting in place a back-end system, but

16       that hadn't been done as yet.  So we were both

17       manual.  So the only checks we would have had was

18       our front-end -- was our front-end system.  So we

19       should never have disabled that feature.

20 317               Q.   So what was the explanation

21       Maryanne gave for why she would switch the digits?

22                   A.   Again, she said there was

23       something that she just did once or twice, and she

24       said that she would -- you know, these were deals

25       they would keep in the front -- in the system,
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1       like, they were in the quotation stage.  There were

2       deals where -- on the books and being processed,

3       and, I mean -- and I think she said [some

4       manufacturers] (ph) had VIN numbers were -- very

5       similar, very close.  It just was causing some

6       [indiscernible]-ation on their end, so.

7                   But, again, it was a matter of -- you

8       know, they indicated the fact that they would

9       manage it and make sure that when they submitted

10       deals to us, that those deals would -- those VIN

11       numbers would be unique.

12 318               Q.   Did that raise any red flags for

13       you when Maryanne told you she does that?

14                   A.   I thought it was just a processing

15       issue.  Like I said, I mean, it's one thing to have

16       a deal in the quotation status that they're

17       actually working on.  It's another thing to submit

18       a deal to us as a final deal, all documents were

19       checked, all numbers are checked and validated.  I

20       mean, we didn't go on -- we didn't have a process

21       to go on to, like, a black-book setting and check

22       the VIN numbers.  I mean, that costs money.

23                   But we would definitely check the VINs

24       against the -- I mean, Jacquie would check the VINs

25       on our systems against the -- against the driver's
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1       license number that we'd see in the files.  So

2       they'd upload a driver's license number, and

3       Jacquie would do a check against the VIN that we

4       entered into the system against the driver's

5       license number.  So we'd always do that match-up,

6       and I think, you know -- and we believed that, you

7       know, that was sufficient to verify that that VIN

8       number that was actually submitted to us as a real

9       deal was the exact same one on the ownership that

10       was being submitted and uploaded with the system.

11 319               Q.   So that was the only VIN check

12       that Jacquie would do for Velocity?

13                   A.   Yeah, correct.

14 320               Q.   And is that, like, a manual

15       physical looking at the driver's license compared

16       to the VIN that Maryanne submitted?

17                   A.   Well, in the system, when you go

18       in, the VIN is written into the system on one

19       screen, and there's an attachment, which is the

20       actual ownership as well too.  That's always there.

21                   And so what Jacquie would do, she would

22       double-check that, you know, the VIN written into

23       the system is the same VIN on the ownership.

24 321               Q.   And you mentioned that, like, a

25       black book costs money to use.  Are you aware
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1       there's public VIN decoders --

2                   A.   Yeah.

3 322               Q.   -- available?

4                   A.   Yeah, yeah.  So we were in the

5       process of actually -- Lavon was looking into that

6       as well too.  There were -- we were in the

7       process -- we spoke to a few companies.  They gave

8       us some discounts -- not discounts, but some

9       pricing, match pricing.  We were looking at using a

10       couple different firms to back-end our VIN check

11       and just to make it easier because the idea here is

12       that we wanted to put this user interface in the

13       front -- in the hands of dealerships so it

14       would speed up the process of entering in data.

15                   They'd enter it.  They'd do the

16       look-up.  They'd pull it back.  And we can pull

17       back a CARFAX for them, the recharge -- a small

18       charge there for the CARFAX, and we [apply] (ph) a

19       group discount.  So I had calls out to a few guys,

20       and we were looking at incorporating an interface.

21                   At that point in time, you know, again,

22       within the first year, we hadn't done this yet, but

23       the intent was to actually get an automated

24       connection to one of those VIN providers.  Not just

25       for VIN checking but for also -- for CARFAX and
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1       [indiscernible] too and for some other capabilities

2       we wanted to put into the system.

3 323               Q.   But by the time the receivership

4       proceeding started, that hadn't been set up yet?

5                   A.   Yeah, that's correct.

6 324               Q.   I'm going to pull up another

7       document on the screen, and I'll start at the

8       bottom of the chain; do you see this?  This is an

9       email from you to Jacquie Rabinowitz, and

10       Maryanne Jacobs is copied, dated September 6, 2022;

11       do you see that?

12                   A.   Yeah.

13 325               Q.   And it's referring to something

14       known as "The Kumar Plan."  Do you recall what

15       that's about?

16                   A.   Sorry, "Kumar" what?

17 326               Q.   The subject line is

18       "The Kumar Plan"?

19                   A.   Okay.

20 327               Q.   Do you recall what that's about?

21                   A.   No, I don't -- I don't know what a

22       Kumar plan is.  There's a contract called "Kumar."

23       Is that a customer?

24 328               Q.   I can give you a second to read

25       the email.  It might refresh your memory.
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1                   A.   Mm-hm.  [Reading the document.]

2                   Okay.

3 329               Q.   So just based on your reading of

4       this email, what were you trying to do here?

5                   A.   It sounds like there's -- okay, it

6       sounds like for this customer, Kumar, there's a

7       contract in the system.  Okay.  So our closings,

8       once they're submitted, they're frozen.  It's

9       important that we freeze the closing so that

10       nothing changes.  It means you can't go into -- if

11       you go back into the customer, you can't change the

12       data.  You can't upload different things, whatever.

13       Like, we -- it's locked.  It's locked.

14                   So that way, if you see, we give them

15       an account in the system so they can log in and

16       they can see all their closings, all the

17       documentation, all the VIN numbers, all the

18       customers, and they can call anybody, check

19       anything.  Like we said in the last session, as

20       opposed to having it -- having them ask Clonsilla,

21       they can go in directly and interrogate the system

22       for anything they want.  They can check every

23       single deal or 10 percent of deals or no deals, but

24       it'd be up to them.  So that's where -- that's

25       where we froze all the deals once they were funded.
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1                   So opening the last closing would mean

2       going in and sort of opening that.  [Reading

3       document to self.]  Okay.  So sounds like -- so it

4       lines up with what was originally funded.  So it

5       sounds like -- like, um -- okay.  So by funded,

6       that means EFC would have sent us a number; let's

7       say, for instance, you know, I don't know, $40,000

8       or $30,000, and it sounds like we were trying to

9       make sure that that adhered -- that that reflected

10       that.  Okay.  So:

11                        "Maryanne would then create a

12                   buyout for Kumar taking this

13                   contract off the books."

14                   Okay, if that's the process.

15       Basically, they submit a buyout; we pull the deal

16       off the books because Clonsilla's -- Clonsilla is

17       essentially saying the deal's gone bad for some

18       reason; we have to buy it out.

19                   Clonsilla would deposit the buyout

20       funds in the Velocity account, and they will add

21       the PV portion that we owe to EFC to complete the

22       buyout.  So that's something Paul would have to do

23       because, for a buyout, there's always the net-book

24       value version and the PV portion, which is how the

25       deal with us -- with EFC worked.
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1                   So Velocity owed a PV portion because,

2       on closing, we get the net-book value and a PV

3       portion from EFC.  So if we're unwrapping it, we

4       have to give them -- the dealer gives us the buyout

5       value, which is net-book value; the dealer is only

6       ever responsible for the net-book value.  We return

7       that to -- we return that to EFC, and then we are

8       responsible at Velocity for the PV portion they

9       would have given us when they booked a deal.

10                   And then -- so then it looks like

11       they're rewriting the Kumar contract as something,

12       you know -- that Rasto is rewriting the Kumar

13       contract, and then Jacquie would indicate the fact

14       that it's -- you know, it's a buy -- it's going to

15       the buyout list and on to delinquency.  Okay.

16                   So it sounds like they were trying to

17       address an issue with the particular contract.  I

18       can probably find this exact contract in there

19       because I have all those documents, you know, and

20       retrace it if you need me to.

21                   MR. HARLAND:  No, that's not needed.

22       I'll come back to this email in a moment.

23                   I want to mark the dealer funding

24       agreement as Exhibit 1.  I'll put it back on the

25       screen.
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1                   THE REPORTER:  Sorry, Counsel, you do

2       want to start at 1, or do you want to continue from

3       the last one?

4                   MR. HARLAND:  I'll continue.  Sorry,

5       I'll continue from the last one, just the next

6       number from the previous examination.

7                   THE REPORTER:  Okay.  I'll find that

8       out later.

9                   MR. HARLAND:  Thank you.

10                   EXHIBIT NO. 6:  Email from Hollinsworth

11                   Auguste to Jacquie Rabinowitz, Copying

12                   Maryanne Jacobs, Dated

13                   September 6, 2022.

14                   BY MR. HARLAND:

15 330               Q.   So we're turning to this email.

16       If we scroll up, Jacquie Rabinowitz replies to you

17       later that day; do you see that?  The email at

18       3:07 p.m.; do you see that?

19                   A.   Yeah, yeah.

20 331               Q.   And she asks you if:

21                        "Will we need to load a lease

22                   in there that shows with the proper

23                   monthly payment so that Helen is

24                   happy with the documents for this

25                   file?"
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1                   Who is "Helen" referring to?  Is that

2       Helen Zhang --

3                   A.   [Inaudible].

4 332               Q.   -- from Enlightened?

5                   A.   Yeah, yeah, she's from

6       Enlightened.

7 333               Q.   And what did Ms. Rabinowitz mean

8       by "load a lease in there"?

9                   A.   Can you go back up a little bit?

10       Just scroll up a little bit?

11 334               Q.   To the first email?

12                   A.   No, I just want to see -- okay.

13       Okay.  So the cap cost was 40,389.59.  We're

14       sending it back to Clonsilla.  Bouncing it back

15       would mean sending it back to Clonsilla.  They --

16       well, they would load the lease up; that conforms

17       to whatever -- again, we should find this deal and

18       figure out what happened.

19                   I mean, it sounds like -- sounds like

20       this contract -- sounds like this contract was

21       adjusted -- or, sorry, was being bought out, so --

22       and they were probably resubmitting a new deal to

23       conform to -- it sounds like it was bought out, but

24       in the process, it had been funded.  That's why --

25       that's why we'd be doing a buyout with it,
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1       submitting the amount, the PV back to EFC and taken

2       off the books.  But then the customer probably has

3       a vehicle, and they're trying to rewrite the lease,

4       which they'd have to put into the system.

5                   So, I mean, we can find it and trace it

6       through.  I mean, that's sort of an exception that

7       wouldn't be too -- wouldn't be too uncommon.

8 335               Q.   There's nothing particularly

9       special about the customer that we need --

10                   A.   No.

11 336               Q.   -- that I'm asking questions

12       about, so --

13                   A.   Mm-hm.

14 337               Q.   -- that's all right.

15                   And then I'm just looking at the last

16       email from you in the chain, which is at 4:14 p.m.;

17       do you see that?

18                   A.   Yeah.

19 338               Q.   And you say:

20                        "Yes.  We need a lease in the

21                   system that exactly matches what EFC

22                   has funded."

23                   A.   Yes.

24 339               Q.   Do you see that?

25                   A.   Yes.
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1 340               Q.   And what does it mean to "make a

2       lease" or "need a lease" in the system?

3                   A.   Well, Rasto was on there.  Rasto's

4       a salesperson.  So he has to send us leases, you

5       know, originate leases, put them in the system, and

6       we submit them for funding.  If the lease is wrong,

7       then the numbers are wrong, and Helen's going to

8       give us a really hard time.

9                   So he has to -- you know, so for

10       whatever reason, whatever was in the system wasn't

11       what we submitted, and they had to go back and sort

12       of fix that, you know?  So it could have been the

13       months were off, the payment was off, maybe the

14       interest rate was a bit different, but it wasn't

15       exactly what EFC had funded us.

16                   So when the -- so, of course, when

17       Helen goes in to check, she needs to make sure that

18       customer, Kumar, whoever it is, the lease in the

19       system certainly is exactly what we sent across to

20       [the thing] (ph).  So it had mistakes, and, again,

21       I mean -- so Rasto was a salesperson, and he's on

22       this because he's the person originating the deal;

23       he's the person talking to the customer.

24                   And, you know, I remember

25       [indiscernible] -- well, you know, there was
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1       training involved, certainly, but if that lease was

2       different by an interest rate percentage, half a

3       point, anything, whatever, then it's not -- you

4       know, it needed to be to the penny.  And whatever

5       lease is in the system that they're going to go in

6       and recognize or corresponds to what EFC has funded

7       has to be exactly what we close.

8                   So if there was some sort of

9       discrepancy, as a part of the training, we need to

10       make sure that that's resolved.

11                   Because when we went through our

12       reviews, everything was to the penny, going through

13       the -- what we owed them.  I mean, Helen did it,

14       and then -- sorry, Nadia, again, too.  It was to

15       the penny.  So we couldn't be off by the amount.

16 341               Q.   And would this sort of

17       back-and-forth internally be reported to EFC, or

18       would you have a discussion with EFC about what

19       you're trying to do here?

20                   A.   Um...

21 342               Q.   Maybe not on this specific --

22       maybe not this particular -- you might not remember

23       this particular instance, but just --

24                   A.   [Indiscernible].

25 343               Q.   -- generally.
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1                   A.   I mean, it would probably be

2       recorded if there's a discrepancy, and then Helen

3       would say, hey, this is off or what's the problem,

4       and then we'd work with the originator to fix it.

5       Um, typically, I mean, they were good at reviewing

6       everything.  Like, Helen was thorough, and Nadia

7       was pretty thorough as well too.  So they were good

8       at going back and double-checking, making sure the

9       numbers jived up and what have you.

10                   But, I mean, there was also

11       back-and-forth, you know, when Helen came on board.

12       Verbally, we'd have meetings with Paul.  But it --

13       I mean, this was kind of an exception.  For the

14       most part, we processed lots of deals that were to

15       the penny, you know?  For this to happen would have

16       meant that we were -- you know, Rasto would have

17       submitted a deal that wasn't correct or he had made

18       a mistake or something, and we're trying to fix it

19       to make sure that it jives with exactly what the

20       funding numbers should be, which is -- and it's all

21       there.

22                   I mean, the system is there.  All those

23       numbers are there.  The document that we use to

24       record all these leases, it's all there.  We're all

25       watching it.  Helen's seeing it.  Nadia's seeing
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1       it.  Paul's seeing it.  I'm seeing it.  Originators

2       never saw that, but we're all working in the same

3       document.  We're just trying -- I think we're just

4       trying to get the numbers right to make sure that,

5       you know, everything jives up.  But, I mean, this

6       would have been an exception.  Again, this

7       wouldn't -- this wouldn't happen very often for us.

8                   MR. HARLAND:  I'll mark this email as

9       the next exhibit.

10                   EXHIBIT NO. 7:  Emails between Jacquie

11                   Rabinowitz and Hollinsworth Auguste

12                   between 3:07 p.m. and 4:14 p.m. Dated

13                   September 6, 2022.

14                   BY MR. HARLAND:

15 344               Q.   I'm just going to -- I'm going to

16       put another document on the screen.  Mr. Auguste,

17       do you see this email?  It's dated August 30, 2022.

18       It's from you to Hugh Waddell and Maryanne Jacobs.

19                   A.   Yeah.

20 345               Q.   And this appears to be regarding

21       August lease collections for the EFC portfolio,

22       right?

23                   A.   Yeah.

24 346               Q.   And would you do these reports

25       monthly?
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1                   A.   Yeah.  Yeah, yeah.  So basically

2       we have a document that Nadia worked on with us to

3       get it right, and then we would submit the document

4       across to EFC, they'd review it, they usually came

5       back, and it's usually single issues or errors,

6       and, you know, there's a lot -- lot going on, and

7       we'd address them, we'd fix them all, and then once

8       we -- and then it would tell us precisely what the

9       amount owing was for everybody.

10 347               Q.   So where it says "August

11       collections owing" and "August collections paid"

12       and the balance owing, is that amounts due to

13       Enlightened?

14                   A.   So that's an amount destined for

15       Enlightened.

16 348               Q.   Correct.

17                   A.   That's correct, yes.

18 349               Q.   So the 249,000, that's amounts

19       that -- the balance owing is amounts that need to

20       be paid to Enlightened?

21                   A.   Yes.  Yeah.  And like I said, I

22       mean, this was never -- it was never meant -- I

23       mean, we're supposed to give them that number, but

24       we're also supposed to see all the funds in the

25       account.  So the number, really, would just be,
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1       like, oh, by the way, here's 404 -- you owe 404,

2       but the account has 405, and we're going to take it

3       out.  That's what should have been happening.

4                   We should never have been doing this,

5       but like I said, we never had the blocked accounts

6       set up, and there were never -- it was never put in

7       place.  So we'd been receiving cheques in sums of,

8       like, 30,000, 50,000, 25,000, adding them up as

9       them came in and just indicating what is left

10       remaining.  And --

11 350               Q.   So that 249,000 amount, that's

12       amount that -- you're telling Clonsilla to pay that

13       amount to Enlightened?

14                   A.   Yeah, that's correct.

15 351               Q.   So --

16                   A.   And then the other -- sorry?

17 352               Q.   Oh, sorry.  Go ahead.

18                   A.   Yeah, and they would deposit

19       directly into the Enlightened account.

20                   MR. HARLAND:  I'll mark this email as

21       the next exhibit.

22                   EXHIBIT NO. 8:  Email from Hollinsworth

23                   Auguste to Hugh Waddell and

24                   Maryanne Jacobs Dated August 30, 2022.

25                   BY MR. HARLAND:

177

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1 353               Q.   So, Mr. Auguste, I think you

2       mentioned earlier that you're familiar with the

3       issue of overlapping leases between Beacon and

4       Enlightened?

5                   A.   Yes.

6 354               Q.   And that there were about 80

7       vehicles that had this overlapping lease issue?

8                   A.   I didn't know that there were 80,

9       but I knew -- I knew that, you know, from the

10       description --

11 355               Q.   Knew there were some?

12                   A.   Yeah, from the discussions with

13       Deloitte, I knew there were some.  So 80 would be

14       about -- is that half the portfolio?  Sorry, is

15       that overlapping with the LW2?

16 356               Q.   LW2 and Alpha2, correct.

17                   A.   Hm.

18 357               Q.   So, in other words, the issue is

19       Beacon asserts a security interest in a vehicle

20       that Enlightened also asserts a security interest;

21       is that right?

22                   A.   Yeah, yeah.  Yeah, those are two

23       different portfolios.

24 358               Q.   And when did you first become

25       aware of this overlap?

178

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1                   A.   I mean, over the course of --

2       after we [indiscernible] the portfolio, I mean, we

3       had discussions.  We had discussions with -- well,

4       with Deloitte, but I never knew it was 80.  I never

5       knew there were 80 deals or there were overlapping

6       for both of them.

7 359               Q.   Before the receivership, did you

8       know about this issue at all?

9                   A.   Hugh and Maryanne repeated the

10       fact that there may have been a couple because the

11       LW2 had to be bought out, and they were working on

12       this; they were working on paying them out.  But I

13       didn't understand that -- I didn't think it was 80.

14 360               Q.   So before speaking with -- so

15       before Deloitte told you, Maryanne told you that

16       there may be a couple?

17                   A.   Yeah.

18 361               Q.   I'm going to put up -- I'm going

19       to go back to the first report of the Receiver, and

20       this is an appendix to the first report of the

21       Receiver; do you see that on the screen,

22       Mr. Auguste?

23                   A.   Mm-hm.

24 362               Q.   So this is the list of overlapping

25       vehicles that was included at Appendix O of the
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1       first report, and so you'll see, on the left,

2       there's the series of Beacon.  There's Alpha2 and

3       LW2; do you see that?

4                   A.   Yeah.

5 363               Q.   Sorry, I'll zoom in because it's

6       tiny.  And there's a contract number for Beacon; do

7       you see that?

8                   A.   I do.

9 364               Q.   And then if you look to the far --

10       and then so it includes the vehicle details, the

11       VIN, and the make; do you see that?

12                   Sorry, I just need you to answer "yes"

13       or "no."

14                   A.   Oh, yes.  Yes, I see it.

15 365               Q.   And then there's the Velocity

16       lease number on the far-right column; do you see

17       that?

18                   A.   Correct.  Yeah, I see it.

19 366               Q.   So I'd just like to use the

20       highlighted vehicle as an example for a moment, and

21       you see that's an LW2 lease.  The Beacon contract

22       number is 2260.  It's a 2012 Ford truck.  And the

23       Velocity lease number is 2796; do you see that?

24                   A.   2796, yeah.

25 367               Q.   I'll pull up another document on
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1       the screen, and this is an email from yourself to

2       Maryanne Jacobs and Hugh Waddell, dated October 6,

3       2022; do you see that?

4                   A.   Yeah.

5 368               Q.   And it says:

6                        "Please find the most recent

7                   Beacon inventory reports attached."

8                   Do you see that?

9                   A.   Mm-hm.

10 369               Q.   So these are the Beacon inventory

11       reports, and if you look at the "Attachments" line,

12       there's an attachment for both Alpha2 and LW2; do

13       you see that?

14                   A.   Yeah.

15                   MR. HARLAND:  I'm going to share -- so

16       I'll mark this email as the next exhibit first.

17                   EXHIBIT NO. 9:  Email from Hollinsworth

18                   Auguste to Maryanne Jacobs and Hugh

19                   Waddell Dated October 6, 2022.

20                   BY MR. HARLAND:

21 370               Q.   And then I'm going to share that

22       inventory report for LW2.  Do you see the Excel

23       sheet on the screen, Mr. Auguste?

24                   A.   Not yet.  Okay.

25 371               Q.   How about now?
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1                   A.   Yeah.  Yeah, I see this.

2 372               Q.   Are you familiar with this --

3       you're familiar with this document?

4                   A.   What's it called?

5 373               Q.   It's called --

6                   A.   Ah.  [Inaudible].

7 374               Q.   -- "VACC-CAS LW2 - trust

8                   inventory."

9                   A.   Yeah, that's the Beacon -- yeah,

10       that's the Beacon file.

11 375               Q.   So I'm looking at Row 36, and then

12       it's been highlighted; do you see that?

13                   A.   Mm-hm.

14 376               Q.   And if we look at Row 36, in the

15       "Contract Number" column, it's Contract 2260; do

16       you see that?

17                   A.   Yeah.

18 377               Q.   And the 2260 contract was the one

19       we just saw in the list of overlapping vehicles,

20       right?

21                   A.   Okay.

22 378               Q.   So we see that in August 2022, the

23       2260 contract number is still a part of the Beacon

24       inventory, right?

25                   A.   Mm-hm.  Mm-hm.
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1                   MR. HARLAND:  I'm going to go back to

2       the email we just looked at a moment ago.

3                   And sorry, I'll mark that Excel sheet,

4       the Beacon inventory report, as the next exhibit.

5                   EXHIBIT NO. 10:  Beacon Inventory

6                   Report Excel Spreadsheet.

7                   BY MR. HARLAND:

8 379               Q.   And this is the email we just

9       looked at with the portfolio reporting for

10       Enlightened from August 2022, right?

11                   A.   Yes.

12 380               Q.   Sorry, was that "yes"?

13                   A.   I said "yes."

14 381               Q.   And then the attachment -- and

15       then so I'll pull up the attachment to that email.

16       This is a portfolio report.  Let me know when you

17       see the Excel sheet.

18                   A.   I see it.

19 382               Q.   And so this is the "Totals" tab --

20                   A.   Mm-hm.

21 383               Q.   -- and it has that same 249,000

22       amount owing, right?

23                   A.   Yes.

24 384               Q.   So this is basically a calculation

25       of all the amounts owing under each of the

183

Veritext
416-413-7755



Mr. Hollinsworth Auguste
March 21, 2025

1       tranches, right?

2                   A.   Yeah.

3 385               Q.   And so I'm going to turn to

4       Tranche 2, the Tranche 2 tab of the Excel sheet.

5       Give me a moment.  Do you see the Tranche 2 tab now

6       on the screen, Mr. Auguste?

7                   A.   Yes, Tranche 2.

8 386               Q.   And I'm looking at Row 27, which

9       I've highlighted; do you see that?

10                   A.   Mm-hm.

11 387               Q.   And under "Account Number," it's

12       2796?

13                   A.   Yeah, I see it.

14 388               Q.   So this is reporting that, as of

15       August 2022, the 2796 account number is part of the

16       Enlightened portfolio, right?

17                   A.   Is this Enlightened tranches?

18 389               Q.   Yes.  If we go back to the email,

19       this was the...

20                   A.   Oh, yeah.  Sorry, sorry.  No, no.

21       No, this is Enlightened forms.  That's right.

22       Mm-hm.

23 390               Q.   And if we scroll over on the Excel

24       sheet to the far right, we see that this is a 2012

25       Ford F150, right?
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1                   A.   That's what it says there.  Is

2       that -- sorry, I didn't -- what was the other --

3       what was the other manufacturer?  What's the other

4       model?  Was it the same thing?

5 391               Q.   From that list of overlapping

6       vehicles?

7                   A.   Yeah.

8 392               Q.   I'll put that back up on the

9       screen.  Let me know when you can see that.  Do you

10       see the list, Mr. Auguste?

11                   A.   Not yet, no.  It's coming.  Okay.

12 393               Q.   And you see that it's a 2012 Ford

13       truck?

14                   A.   Yeah, I see it.

15 394               Q.   So it's the same vehicle?

16                   A.   Ford truck, 2012, okay.  Yeah.

17 395               Q.   And I won't ask you to confirm,

18       but just take it from me that the VIN number is the

19       same as well.

20                   A.   Okay.

21 396               Q.   And so we see here -- so this was

22       the vehicle with the 2260 Beacon contract number

23       and the 2796 Velocity contract number, right?

24                   A.   Mm-hm, mm-hm.

25 397               Q.   So in the same month, August 2022,
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1       you sent out inventory reports for both Enlightened

2       and Beacon that include the same vehicle on it,

3       right?

4                   A.   Yeah, that's correct.  Um, yeah.

5 398               Q.   Is there a good explanation for

6       how that could happen?

7                   A.   We weren't -- we weren't checking

8       for -- yeah, I mean, we assumed that these were

9       different portfolios.  We assumed that the vehicles

10       on the LW2 were vehicles being driven by -- you

11       know, those were on the LW2 books for Beacon, and

12       they were winding down.  And this was a Velocity --

13       sorry, this was the Velocity C (ph) portfolio.  I

14       mean, we didn't have a check to validate that these

15       were -- that they weren't duplicates from both of

16       those portfolios.  I mean --

17 399               Q.   So you did have a check?

18                   A.   Well, no, I'm just telling you.

19       Like, I'm doing this all myself, right?  There is

20       hundreds of these things.  And, again, it's -- it

21       is what it is, but, I mean, you know, I would have

22       liked to -- yeah.

23 400               Q.   Do you think --

24                   A.   I didn't pick up on some of these.

25 401               Q.   Do you think it would have made
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1       sense to at least have some sort of system in place

2       to ensure the VIN on the Beacon inventory report

3       was not a same -- there was not a same VIN on the

4       Enlightened portfolio report?

5                   A.   Well, it was assumed that once the

6       checks were done -- I mean, we know on the Beacon

7       portfolio that there was checks, and then we -- it

8       was assumed that once the checks were done on the

9       front end, again, with our closing process, to

10       validate that -- well, again, we didn't assume that

11       we were getting the same cars being submitted to us

12       by our partner, Clonsilla, that existed already on

13       the other portfolio.  It was just an assumption

14       that we didn't make.  Um...

15 402               Q.   If you had discovered this

16       issue -- well, if you had discovered this overlap

17       while you were working for Velocity, what would you

18       have done?

19                   A.   This is illegal.  I mean, it is

20       the first thing you don't -- you can't --

21       everything we've signed -- listen, I've written my

22       name and signed my name to all the documents that

23       we signed up with Velocity -- ah, sorry, with

24       Beacon.  I did the same with EFG [sic].  I spent

25       eight months with their legal teams negotiating
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1       these documents.  It was a ton of work, a ton of

2       effort, I didn't get paid for most of it, just,

3       again, to build this business and so on.

4                   This doesn't benefit me at all.  That

5       doesn't benefit Velocity at all.  It doesn't make

6       us any money.  It exposes us to conflict.  Because

7       I read those documents.  I don't think Hugh read

8       them.  I don't think anybody else read them on that

9       side, but I know -- I know we did.  So, anyways,

10       yeah, this isn't something that -- yeah.

11                   So we brought BDO in as an auditor, and

12       the hope was that BDO would basically start helping

13       us with these sorts of things, you know, looking

14       at, I mean, this and many other things; looking at

15       the portfolio.  We were hi- -- we had people sort

16       of hired, you know, not hired but contracted from

17       them to us to sort of assist us with the review

18       process.  But, again, a lot of that was to have

19       really [indiscernible] works.

20 403               Q.   So I'll repeat the question:  If

21       you had discovered this while you were working

22       there, what would you have done?

23                   A.   If we discovered that there were

24       80 deals sitting in both portfolios that were --

25 404               Q.   Or even one of them.  If you
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1       discovered that one we just looked at, what would

2       you have done?

3                   A.   Well, I mean -- I mean, if -- you

4       know, typically, I mean, what we're supposed to do

5       is buy them off the books.  I mean, whenever we

6       discovered that there was an issue, if Helen came

7       to us and said there was an issue, she'd

8       basically -- you know, she had us buy them off the

9       books or tell the dealer, whether it was Adam or

10       Hugh, that they're supposed to buy them off the

11       books.  I mean, errors happen.  Mistakes happen.

12       But the idea is that the dealer would have to sort

13       of, like, remove that from the portfolio.

14 405               Q.   So do you recall, Mr. Auguste,

15       when Enlightened demanded on Velocity, sent demand

16       letters to Velocity at the end of May 2023?

17                   A.   If I remember the event?

18 406               Q.   Yeah, do you recall that

19       Enlightened delivered a demand letter --

20                   A.   Yeah.

21 407               Q.   -- at the end of May 2023?

22                   A.   Mm-hm.  Yeah, I do.

23 408               Q.   Yes.  What was the atmosphere like

24       at Clonsilla and Velocity at that time?  Or at

25       Velocity?
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1                   A.   Well, so we had probably had

2       about -- so, again, we had -- we signed a -- so we

3       were working with Beacon.  It was -- like I said to

4       you before, the margins were really skinny, but we

5       were proving the concept that this can actually

6       work as a business.  And it seemed like we were

7       operating well and there was customer demand and we

8       can bring on more dealerships, and this seemed to

9       work.  The dealer did their job, for the most part.

10       You know, Beacon was a partner.  Again, they cut

11       our funding in half, so we were making nothing, but

12       at least we were just making sure that the model

13       worked.

14                   When we engaged EFC, the idea was to

15       use the same model, but the intent was they had a

16       different twist on things.  They basically sort of

17       said, listen, what we could do is for every deal

18       you book, there's a net-book value of a deal, and

19       then there is a turn -- there's a turn, the life of

20       the deal.  So we'll give you a percentage of the

21       life of that deal so you can have some funds to

22       basically, you know, run the operation; otherwise,

23       it'll never grow, right?

24                   So we'll give you the net-book value,

25       and we'll give you about -- I think it worked out
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1       to about maybe 18, you know, 20 percent, 22 percent

2       of the actual term of the deal, assuming that

3       deal's going to run to its term, and that would

4       free up some capital for you guys to grow the

5       business.  And I can bring on Paul Breakey; I can

6       bring on BDO; bring on some other resources.

7                   We also -- we also knew that -- Bobby

8       and Eamonn and I would speak often, and they said,

9       guys, we need you guys to have other financials.  I

10       said, yeah, I know; that's exactly what we're

11       trying to do.  So brought BDO on to basically start

12       auditing our books and going through from the very

13       beginning and [indiscernible] all the financials so

14       that we can actually, you know, adhere to our --

15       you know, conform to our agreements.

16                   Eamonn understood this.  EFC understood

17       that.  They knew that we were working all in good

18       faith, and we were wrapping up BDO, teaching them

19       how the business works and so on, and they would be

20       our partner moving forward.

21                   So now, when the rates started going

22       up, we -- month by month, we started going from

23       having a little bit of margin to having less margin

24       to the point where it flipped over, and then we

25       were in the red, I think, by -- I think by maybe
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1       March, February -- February or March, we were

2       leaning in -- by March, we were sort of in the red.

3                   And I think, at that point, Eamonn made

4       a decision.  He said, listen, guys, um, we don't

5       know what the environment looks like.  He was going

6       for -- he was going for renewal.  Eamonn had said

7       to us time and time again that he would support the

8       renewal 100 percent.  Again, one year in, the

9       business looks like it's working.  We hadn't

10       brought in any dealerships.  He wanted to do that.

11                   I kept saying, I don't want to do it

12       yet because there's still processing work to do

13       with our current -- to current dealerships.  You

14       know, things aren't tidy.  It's not where it needs

15       to be.  You know, one is Clonsilla, a partner.  One

16       is Adam at National, a customer we were working

17       with for a long time.  They're both trusted

18       parties.

19                   But I don't want to bring on somebody

20       we don't know yet because we still have to fix our

21       system, to prove our system, to prove processes,

22       have a proper accounting system in place; all those

23       things have to happen before we grow.  So I kept

24       pushing back on expanding because top end doesn't

25       matter if we can't get the books right, so -- and
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1       having -- not having an accountant on our side was

2       a real problem.  I was doing sort of -- you know,

3       I'd be doing everything, and things happen when

4       you're doing everything.

5                   So around -- so when we got the demand

6       letter, it was quite shocking because we thought

7       that, you know, they -- you know, Eamonn had told

8       us he's going to go for the renewal for another

9       maybe -- because we had -- we had hit our

10       20 million, right?  What we were doing at that

11       point for maybe a few months, the dealerships were

12       paying down what they owed that month, and it was

13       freeing up another 3 or $400,000 worth of capital,

14       and then they were originating that.

15                   So we had basically hit the 20 million,

16       and [inaudible] can do is just free up some capital

17       based on interest [indiscernible] paid down and use

18       it again.  So we couldn't spend it all, right?  So

19       we had to basically -- we were talking about

20       getting another 10, and, again, everybody was

21       saying, yeah, that's possible, but then the economy

22       changed, things got tighter.

23                   And I think what happened was, you

24       know, Eamonn just decided that, you know -- well,

25       we had BDO in place to get the auditing in place,
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1       and then I said to Eamonn:  Eamonn, we need to

2       continue this for [months] (ph).  I need to pay

3       BDO.  But we need the PV monies to pay BDO.

4                   Like, we don't have any income at this

5       point.  We're underwater because the rates have

6       gone from basically 2.75 to, like, 4-something at

7       that point.  And we're still paying in, you know,

8       whatever we owe him out of the PV, but we're buying

9       from our future to pay today, you know?  So I said,

10       Eamonn, we need to get BDO done, get the auditing

11       done so you guys have exactly what you need.

12                   And, anyways, so it was in the middle

13       of all that that he sent -- you know, that we got

14       the demand letter.  So, no, it was shocking.  It

15       was surprising.  We didn't expect it.  We thought

16       EFC was a partner in growth.  I mean, you know, I

17       had a company before our investor, they put

18       $12 million into the company, and we needed all

19       that to build the software.

20                   I mean, you know, so I think we were

21       doing okay.  The market was unfortunate.  COVID

22       slowed down the business.  A lot of things happened

23       all at the same time that was tricky, but we were

24       navigating through it.  So the demand letter was

25       surprising because we thought -- we thought we
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1       would weather the storm, and we had a partner that

2       would help us weather the storm, but, um, yeah.

3                   And then -- and then, you know, I read

4       in the demand letter, basically Eamonn said that --

5       oh, yeah, we didn't have our auditing done.  And I

6       said, well, we have the auditing guys in place.

7       We've spent three months going through, Paul and I,

8       me paying Paul, working with the auditing team; you

9       can talk to BDO.  Like, going through in absolute

10       good faith trying to get it all done, and we were

11       close to -- well, we were probably about maybe two

12       weeks away when -- and then we couldn't even pay

13       our final bill because they just cut the funding.

14                   MR. HARLAND:  I'm cognizant of the

15       time.  It's now 5:10.  I'll be asking just a few

16       final questions.  I'll be brief.

17                   I just want to first go back to this

18       email just to mark it as the next exhibit.  I'm

19       putting it on the screen.  This is the email from

20       Mr. Auguste to Maryanne Jacobs and Hugh Waddell

21       dated October 6th, 2022.

22                   EXHIBIT NO. 11:  Email from

23                   Hollinsworth Auguste to Maryanne Jacobs

24                   and Hugh Waddell Dated October 6, 2022.

25                   [Duplicate].
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1                   MR. HARLAND:  And I'll mark the

2       attachment, "VACC-CAS LW2," as the next exhibit.

3                   THE WITNESS:  Okay.

4                   [Reporter Clarification]

5                   EXHIBIT NO. 12:  Attachment to Email of

6                   October 6, 2022, Entitled

7                   "VACC-CAS LW2."

8                   BY MR. HARLAND:

9 409               Q.   Mr. Auguste, going back to the

10       previous discussion we had, you mentioned that

11       Steve Dabous asked to be removed as a director in

12       2023.  Do you know why he asked to be removed?

13                   A.   I mean, you know, Steve

14       basically -- like, he didn't want to be a director

15       in the first place, but, you know, we basically did

16       that so that we can both sort of sign if I'm away

17       or he's away.  I mean, I don't know exactly why

18       Steve decided to, I mean, remove himself.  I mean,

19       I stayed on.

20 410               Q.   How did he know things were going

21       poorly?

22                   A.   What do you mean?

23 411               Q.   Like, did he ask to be removed

24       because he knew there were issues with Enlightened?

25                   A.   I mean, no, not really.  Again,
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1       you'd have to ask Steve directly as to what his

2       personal reasons were.  He -- like, he never wanted

3       to be a director of the company officially.  Like,

4       he said, listen, I'm happy to help out, and he did.

5       As a matter of fact, he did -- well, I'll give you

6       some other things.

7                   So when we closed the deal with

8       Enlightened, Stephen worked probably for about two

9       years during the Velocity time, and we had --

10       again, we had no money.  We were probably making

11       $4,000 a month or something, and that was it.  That

12       had to cover everything that we did.  And so I was

13       working for very little.  Steve wasn't getting paid

14       at all.  So I would just track his hours and time

15       and energy and effort and so on.

16                   And so when we closed the deal with

17       Enlightened, you know, one thing that, you know,

18       I -- I mean, you know, Eamonn said, hey, listen,

19       you guys, we're going to close this; there's a PV

20       there; you guys can use it to pay off some of your

21       bills and so on.  So we had an amount to pay to

22       Ed Dias because he did the deal, so we had to cut

23       him a cheque for that.

24                   And one thing I did too was -- I had to

25       pay Steve what we owed him.  I paid some towards
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1       what we owed him.  There was a lot of pushback from

2       that, from Eamonn and Bobby, and, you know, Steve

3       didn't appreciate that.  He thought, listen, I

4       mean, I've worked my tail off; no one's cut me a

5       single cheque; we pay you guys a nice amount every

6       single month, and so on.  He was one of the

7       founders of this insofar -- he was the person that

8       got me and Hugh together, you know, at the

9       restaurant.

10                   And, again, I've always said, Steve, we

11       don't have it.  Just delay it and -- whatever.  So

12       I paid him something, I think, a few months after

13       we started with EFC, and there was a lot of

14       pushback about it.  And I didn't appreciate the

15       pushback because I knew what Steve had put into the

16       company from a time-and-effort perspective, and so

17       I think he didn't like that behaviour from

18       Enlightened.

19                   And I think one time as well too, he

20       was on a call with Bobby and Eamonn, and we were

21       having a discussion, and Bobby has a tendency

22       sometimes to just -- I don't know, just go off the

23       deep end, it seems.  So we were just having a

24       conversation, and we're talking about bringing in

25       potential auditors.  I think we were looking at the
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1       auditors and who we consider.

2                   And Steve mentioned somebody and

3       Velocity, and -- sorry, just on the call, it's

4       easygoing, and Bobby just went off.  He just went

5       off on him.  And it was rude.  It wasn't

6       professional.  But it is what it is, you know?

7       Anyways.  He got really, really angry for I'm not

8       sure why.

9                   Anyways, I think those things just gave

10       Steve a strange taste, and he didn't feel

11       comfortable with Bobby, certainly, and then he

12       didn't like the fact that nobody had respected the

13       work he'd put into the company, and he -- you know,

14       so he asked to be removed.  And if you talk to him,

15       I think he'd say the same thing.

16 412               Q.   And you also mentioned that

17       yourself and Eamonn Glavey realized that Clonsilla

18       was using new funding to repay lease collections

19       around the middle of 2023.  How did you guys both

20       notice that?

21                   A.   Well, I mean, we were asking Hugh

22       for payments, and we basically -- I think we were

23       on a call.  I was in the backyard.  We were

24       talking.  And I said, listen, there's a good reason

25       why Hugh is not giving us the blocked accounts.
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1       Like, we have to have that in place.  We can't go

2       anywhere.  He has -- he's our biggest customer.  He

3       owns most of the portfolio.  And we can't [just

4       give him the] (ph) visibility on the payments.  We

5       don't know that these -- we don't have the

6       visibility on the payments.  I mean, he tells us

7       they're being made, but we don't know that.

8                   And he won't give us access to the

9       operating account.  You just can't have your cake

10       and eat it too.  You know, you can't get funding

11       which helps your business and not give the funder

12       and us some visibility into what's happening.

13                   So we were talking about that, and we

14       said, yeah, listen, he has to get it done, you

15       know?  And so, yeah, and that's when we kind of,

16       you know -- because I would keep asking, and he

17       would deposit 30,000, 25,000, you know, just little

18       chunks.  And then -- and then, yeah, I mean, I

19       remember Eamonn and I began to speculate that he's

20       just -- he might be using our funding for -- you

21       know?  And that's a problem.  And that happened

22       towards the end.

23                   But that's why -- I mean, we're all

24       demanding:  We're not going to go forward until he

25       gets the blocked accounts.  I think Eamonn and him
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1       had some conversations because what happened in the

2       summer, that summer, basically, this would have --

3       they pushed us aside as Velocity, and then Hugh

4       started talking to Eamonn directly.  And they had

5       some sort of a temporary arrangement that they

6       wrote up to work together directly, like getting us

7       out of the way because we were just

8       [indiscernible] -- I mean, I was a cost and Steve

9       was a cost, and they could do it better themselves.

10                   And so they had a loose arrangement to

11       start working together.  And I think -- I think

12       Eamonn was telling Hugh, as a part of this

13       arrangement, you know, you have to put this in

14       place.  There's no way I can work with you going

15       forward without having this mechanism in place.

16       And I think he said, you got six weeks, as a part

17       of the deal.

18                   I remember it because I remember Hugh

19       telling me about what he was doing, and I was like,

20       hey, well, you know, good for you guys.  I mean,

21       you know, we're out, so it is what it is.  But, you

22       know, good for you and Eamonn.  But, yeah, he's

23       going to need to see that because he can't run an

24       operation with just, you know, your word, you know?

25       It has to -- it has to work properly.
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1                   So I remember hearing about that and

2       knowing that Eamonn had made that an important part

3       of moving forward with Hugh directly.

4 413               Q.   Mr. Auguste, just one last

5       question:  Since you left Velocity, where have you

6       been working?

7                   A.   Well, I've just been doing little

8       contracting things here and there.  I haven't

9       really been doing anything full time.  My dad owns

10       a paper.  I don't get paid.  I mean, I help him out

11       with that.

12                   Yeah, I mean, basically I've just been

13       funding myself on any money, any savings I have or

14       credit card bills, credit card payments and stuff.

15       It's -- yeah, I mean, we put a ton of effort into

16       Velocity to get it started.  And the idea here was

17       that, you know, all things considered, it's a

18       good-looking model.

19                   Like I said to you, Rasto -- Rasto told

20       me, you know, hey, he almost lost his house, and he

21       said he was able to -- yeah, I think he lost some

22       money, about $150,000 or so, but he said he was

23       able to put the model in place and use it, and he

24       met up with two, three dealerships and got some

25       funding.  He's [indiscernible] maybe a million or
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1       two, whatever, but he says it's working really

2       well, and he's excited about it.  He sent me the

3       deck, and he said, I'm really excited about this

4       model, and he's stoked about it.

5                   Because we knew this could work, you

6       know, but we needed to have the right partners.

7       And, of course, the rate change really suffocated

8       us, and then COVID wasn't that -- wasn't good, but

9       it wasn't just COVID.  It was really the rate

10       change that really, you know, suffocated business.

11                   But with us, you know -- you know, I

12       got to say, I mean, it was unfortunate.  We put a

13       lot of effort into this.  We didn't get anything

14       out of it, really, based on what we were

15       anticipating.  But to my mind, the fact that we

16       discovered all of this, you know, is a bit of a

17       blessing in disguise in the sense that -- I mean,

18       if we had gone -- grown this thing to 40 million,

19       50 million because EFC said, listen, I'll get you

20       guys more funding, I have no idea how ugly this

21       portfolio would have been.

22                   Now, granted, I would hope that we

23       would have got the BDO in and some systems in place

24       and so on, but, you know, the fact of the matter --

25       the fact that we had a partner in our midst that
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1       was behaving the way that was inconsistent with

2       what we all expected, you really can't grow that

3       way.  So we figured -- no, now I know where who --

4       you know, who's who and what's up.

5                   So, you know, we were shocked when

6       Deloitte told us that they thought the portfolio

7       was probably worth half of what it was, and they

8       were having trouble finding a lot of the deals and

9       they saw customers just fabricated out of thin air,

10       and that was -- that was honestly shocking to us.

11                   One thing, the last thing I'll say is

12       that I was thinking after our last conversation

13       that, you know, you create a customer; you buy a

14       car at an auction; you know, you increase the

15       price; you get a customer -- and not even create a

16       customer.  Get any customer because what -- because

17       I think a young man at the meeting said that the

18       delinquency rates were 50 percent.  I think I

19       asked, do you mean the repos and buyouts?  And he

20       said, no, no, no; people who couldn't pay net 30,

21       who couldn't make their first payment, it was half

22       of the customers.

23                   So I think what was happening was that

24       they were just putting anybody in a car, you know,

25       and there was no real credit processing in place.
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1       Because we had made the credit adjudication part of

2       the dealership's experience.  That was their job.

3       So Adam does that because he knows that he's on the

4       hook for it, right?  It's his estate.

5                   And so he checks to make sure that

6       the -- you know, the credit worthiness of the

7       customer is realistic, and they're subprime, but

8       they're subprime.  But the fact that -- the fact

9       that half the customers couldn't make their first

10       payment means that they weren't checking their

11       customers at all.  They were just putting a

12       customer on the books, selling a car to the funder,

13       to us and the funder, gave that margin, which comes

14       in on the closing of the deal, and then probably

15       paying for payments on the customer.  I mean,

16       it's...

17                   MR. ALLEYNE:  Also -- go on.  Sorry, go

18       ahead.  Go ahead, Holl.

19                   THE WITNESS:  Yeah, yeah.  I mean, I

20       mean, it's the way to make -- it's a way to take

21       money out of the system very quickly, especially if

22       you know that -- if you know that you're

23       responsible by the system, you're responsible for

24       your buyouts, right?  You're responsible for that

25       process.
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1                   So when I -- after our last

2       conversation when we -- you know, I kind of

3       thought, I mean, they were probably pulling cash

4       out of this thing by not vetting the customers at

5       all and then not adhering to the buyout process

6       until whenever they felt like it.  I mean, that's

7       what I think what the end goal was.  Nobody knew

8       this.  Nobody understood this, and, I mean --

9       anyways.  That's really frustrating.

10                   MR. ALLEYNE:  I'll also clarify from my

11       comment last time:  Yes, you know, multiple people

12       didn't even make first payments, but there was also

13       a large subset that are people who -- they may have

14       crashed their cars, and there was an insurance

15       payout; they came in six months later and bought

16       out their car.  They -- you know, there was also

17       cars that were -- the leases had finished.  So just

18       wanted to clarify that.

19                   THE WITNESS:  So they weren't bought

20       out.  So they were finished, and they were still on

21       the books?

22                   MR. ALLEYNE:  They were finished -- ah,

23       like, the person finished it early, but they were

24       still on the books because they didn't report the

25       buyback to Velocity, and then there's -- and that
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1       was also -- that went all the way back from when

2       the initial portfolio was sold from -- uh, was

3       bought from Beacon to EFC.

4                   THE WITNESS:  Mm.

5                   MR. ALLEYNE:  Yeah.  Sorry, I'll go on

6       mute.

7                   MR. HARLAND:  Well, those are all of my

8       questions, Mr. Auguste.  I thank you for being very

9       helpful as part of this investigation.  Thanks for

10       your time.  Thanks for making yourself available

11       again today.  We appreciate that.

12                   And thank you to the court reporter for

13       graciously staying 23 minutes past 5 p.m.  I

14       apologize for that.

15

16                   -- Adjourned at 5:23 p.m.

17
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Natalie Longmore

From: Hollinsworth T Auguste <htauguste@thedgroup.ca>

Sent: September 22, 2025 4:38 PM

To: Derek Harland

Subject: Re: Enlightened Funding Corporation v. Velocity Asset and Credit Corporation et al 

[IMAN-CLIENT.FID203418]

i

This message needs your attention

 This is their first email to your company. 

Mark Safe Report
Powered by Mimecast

Hi Derek, 

Further to our call, I can confirm the following: 
1. I have never been an employee, director, or officer of Clonsilla. 
2. I did not sign the loan agreement dated December 5, 2022 appended to Ms. McDavid’s affidavit, and I 

do not recognize the signature as mine. 
3. I was not aware of this loan and did not authorize anyone to sign on my behalf. 
4. The signature block lists me as “Chief Financial Officer”—that is incorrect. 
5. The company listed as 2712697 Ontario Ltd. is the Clonsilla SPV. This company is 100% owned by 

Clonsilla and is not permitted to enter into any business arrangements. 
6. The name shown, “Hollingsworth Auguste Taylor,” is not my name. My name is Hollinsworth 

Auguste. 
Please note the above for the Receiver’s reply materials. If helpful, I can provide a specimen signature or a 
short affidavit confirming these points. 

Feel free to call if you need anything further. 

Best regards, 
Hollinsworth Auguste 

From: Derek Harland <DHarland@tgf.ca> 
Sent: Monday, September 22, 2025 3:27:02 PM 
To: Hollinsworth T Auguste 
Subject: Enlightened Funding Corporation v. Velocity Asset and Credit Corporation et al [IMAN-CLIENT.FID203418]

Good afternoon Holl, 

You may remember me from earlier this year when we examined you in connection with the Velocity and Clonsilla 
receivership proceeding. We are currently involved in a dispute with several of Hugh Waddell’s family members 
regarding alleged transfers they received from Clonsilla in the year prior to the receivership application was filed.  



2

Hugh Waddell’s mother, Sandy McDavid, has filed an affidavit asserting that she entered into a loan agreement with 
Clonsilla dated December 5, 2022, whereby she agreed to loan $35,000 to Clonsilla. A copy of the loan agreement, 
which was appended to her affidavit, is attached. The signature line for Clonsilla as the borrower lists you as the Chief 
Financial Officer of Clonsilla and purports to have your signature. I note that your name is misspelled as “Hollingsworth 
Auguste Taylor”.  

Can you please confirm by way of reply email whether you recall signing this loan agreement or if you recognize that 
signature as your own? The Receiver needs to file any reply materials by September 29th so we would appreciate a 
response before then.  

Please feel free to call me at 416-948-0487 if you would like to discuss. 

Best, 
Derek 

Derek Harland |  | DHarland@tgf.ca | Direct Line +1 416 304-1127  | | | Suite 3200, TD West Tower, 100 Wellington Street West, 
P.O. Box 329, Toronto-Dominion Centre, Toronto, Ontario M5K 1K7 | 416-304-1616 | Fax: 416-304-1313 | www.tgf.ca 

PRIVILEGED & CONFIDENTIAL - This electronic transmission is subject to solicitor-client privilege and contains confidential information intended only for the person(s) named 
above.  Any other distribution, copying or disclosure is strictly prohibited.  If you have received this e-mail in error, please notify our office immediately by calling (416) 304-1616 
and delete this e-mail without forwarding it or making a copy.  To Unsubscribe/Opt-Out of any electronic communication with Thornton Grout Finnigan, you can do so by 
clicking the following link:  Unsubscribe 
Version2020



IN THE MATTER OF AN APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 

1985, C. B-3, AS AMENDED; AND SECTION 101 OF THE COURTS OF JUSTICE ACT 

ENLIGHTENED FUNDING CORPORATION and VELOCITY ASSET AND CREDIT CORPORATION ET AL.  

    

Applicant  Respondents Court File No.: CV-23-00707330-00CL 

 

 

 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

 

Proceeding commenced at Toronto 

 

 
SUPPLEMENT TO THE FIFTH REPORT OF THE 

RECEIVER 

 THORNTON GROUT FINNIGAN LLP 

100 Wellington Street West 

Suite 3200, TD West Tower 

Toronto ON M5K 1K7 

 

Rebecca L. Kennedy (LSO# 61146S) 

Email: rkennedy@tgf.ca  

 

Scott McGrath (LSO# 59346K) 

Email: smcgrath@tgf.ca 

 

Derek Harland (LSO# 79504N) 

Email: dharland@tgf.ca   

 

Tel: 416-304-1616 
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	Supplement to the Fifth Report
	APPENDIX "A" - Information Certificate of 926749 Ontario Limited dated May 26, 2022
	1. The full and exact current name of the Corporation is:
	2. The Corporation uses and owns the following trade name(s) in the operation of its business (e.g. billing, advertising, etc.):
	3. The date of incorporation of the Corporation was June 4, 1991, under the laws of Ontario.  The Corporation is, as of the date hereof, validly existing under those laws.  The Corporation has never been involved in a bankruptcy, rearrangement or reor...
	4. The Corporation is duly qualified and authorized to transact business as a foreign or extra-provincial corporation in all provinces, states or other jurisdictions where the nature and extent of the business transacted by it or the ownership of asse...
	5. Since the date of incorporation, the corporate name of the Corporation has not been changed, except as follows:
	6. Since the date of incorporation, the Corporation has made or entered into the following amalgamations or acquisitions:
	7. The chief executive office of the Corporation is located at the following address (indicate whether such location is owned or leased and if leased, indicate the name and address of the landlord):
	8. The books and records of the Corporation pertaining to accounts, contract rights and inventory are located at the following address (if other than the chief executive office referred to in Section 7 above) (indicate whether such location is owned o...
	9. The Corporation has other places of business and/or maintains inventory or other assets at the following addresses (indicate whether such locations are owned or leased and if leased, indicate the name and address of the landlord):
	10. All premises owned by the Corporation are listed below and are subject to mortgages as follows (state name and address of mortgagee and approximate principal balance of mortgage):
	11. The places of business or other locations of any assets used by the Corporation during the last four (4) months other than those listed above are as follows:
	12. The Corporation maintains the following bank accounts:
	13. The Corporation is affiliated with, or has ownership in, the following corporations (including subsidiaries), partnerships, joint ventures or other entities:
	14. There is no provision in the Articles of Incorporation (or other applicable constating documents), By-laws or any Unanimous Shareholder Agreement of the Corporation requiring any vote or consent of the shareholders of the Corporation to borrow, gu...
	None.
	15. The officers of the Corporation and their respective titles are as follows:
	16. The following person(s) will have signatory powers as to all of your transactions with the Corporation:
	17. With respect to the officers noted in Section 15 above, such officers are affiliated with or have ownership in the following corporations (indicate name and address of affiliated companies, type of operations, ownership percentage or other relatio...
	18. The members of the Board of Directors of the Corporation are:
	19. The names of the shareholders of the Corporation and their shareholdings are as follows (if shares are widely held indicate only shareholders owning 10% or more of the voting shares):
	Attached as Schedule "B" is a current and accurate organizational chart in respect of the Corporation reflecting, inter alia, all of the Corporation's shareholders listed immediately above and all of the Corporation's subsidiaries listed in Section 13.
	20. There are no judgments or litigation pending by or against the Corporation, its subsidiaries and/or affiliates or any of its officers/principals/directors, except as follows:
	21. The Corporation maintains the following insurance policies:
	22. At the present time, there are no delinquent taxes due except as follows:
	23. The Corporation's assets are owned and held free and clear of any security interests or liens, except as follows:
	24. The Corporation has not guaranteed and is not otherwise liable for the obligations of others and has no debt, except as follows:
	25. The Corporation does not own or license any trademarks, industrial designs, patents, copyrights or other intellectual property, except as follows:
	26. To the extent the Corporation licenses any trademarks, industrial designs, patents, copyrights or other intellectual property to or from third parties, find attached as Schedule "D" copies of all license agreements evidencing same.
	27. All of the material agreements to which the Corporation is a party are listed in Schedule "E".
	28. In the United States, the Corporation's:
	(a) Business Number is:  [(];
	(b) Tax ID Number is:  [(];
	(c) Sales Tax Number is:  [(];
	(d) Payroll Number is: [(]; and
	(e) Import/Export Number is:  [(].

	29. In Canada, the Corporation's:
	(a) Business Number is:  134783554;
	(b) Tax ID Number is:  134783554;
	(c) Sales Tax Number is:  134783554 RT0001;
	(d) Payroll Number is:  134783554 RP0001; and
	(e) Import/Export Number is:  None.

	30. The Corporation's fiscal year end is:  Jan 31
	31. With regard to any pension or profit sharing plan: None
	(a) funding is on a current basis and in compliance with established requirements;
	(b) all pension or profit sharing plans are attached hereto as Schedule "F"; and
	(c) none of the pension or profit sharing plans of the Corporation or to which the Corporation contributes are defined benefit plans.

	32. The chartered accountants for the Corporation is the firm of:
	33. Prompt written notice will be given to you of any change or amendment with respect to any of the foregoing.  Until such notice is received by you, you shall be entitled to rely upon the foregoing in all respects.
	34. We confirm and agree that this Information Certificate is a Credit Document (as defined in the credit agreement between the Corporation and Enlightened Funding Corporation  dated ___________, 2022, as amended, supplemented, restated or otherwise m...
	[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
	1. Lease Units Purchase Agreement made as of September 11, 2019 between 926749 Ontario Ltd., as Originator, 2712697 Canada Inc., as buyer, Waddell Asset Credit Corporation, as Note Up-Seller and Beacon Holdings Limited, as Note Purchaser
	2.  Funding Agreement made as of September 11, 2019 between Waddell Asset Credit Corporation , as Funder, 926749 Ontario Ltd., as Originator and 2712697 Ontario Inc., as borrower
	3. Series LW2 Lease Subservicing Agreement made as of September 11, 2019 between Beacon Portfolio Servicing Inc., as Lease Servicer and 926749 Ontario Ltd., as Lease Subservicer
	4.  Series LW2 Note Purchase Agreement made as of September 11, 2019 between Waddell Asset Credit Corporation, as Note Issuer, 926749 Ontario Ltd (d.o.b. Clonsilla Auto Sales), as Originator, 2712697 Ontario Inc. (d.o.b. CAS SPV), as Funding SPE, Beac...

	APPENDIX "B1" - Transcript from the Examination of Hollinsworth Auguste on March 11,  2025
	APPENDIX "B2" - Transcript from the Examination of Hollinsworth Auguste on March 21, 2025
	APPENDIX "C" - Exhibit 3 from the Examination of Hollinsworth Auguste (Promissory Note)
	APPENDIX "D" - Email from Hollinsworth Auguste to Thornton Grout Finnigan LLP dated

September 22, 2025

