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INTRODUCTION AND PURPOSE OF THIS REPORT

1. On March 11, 2019, Deloitte Restructuring Inc. (“Deloitte”) was appointed Receiver (in 

such capacity, the “Receiver”), without security, of all of the assets, undertakings and 

properties of Distinct Infrastructure Group Inc. (the “Company”) and its subsidiaries set 

out in Appendix “A” hereto (collectively with the Company, “DIG”) pursuant to an order 

(the “Appointment Order”) of the Ontario Superior Court of Justice (Commercial List) 

(the “Court”).

2. On March 18, 2019, the Receiver issued its first report (the “First Report”) to the Court to 

provide information with respect to the approval of the transaction contemplated by the 

Agreement of Purchase and Sale (the “APA”) dated March 15, 2019 between the Receiver 

and Crown Pipeline Ltd. (the “Purchaser”) and related relief, in connection with the sale 

of the assets of Crown Utilities Ltd. (“Crown”) (the “Crown Transaction”).

3. The Appointment Order, the First Report, and other orders, reports and information filed in 

connection with the receivership proceedings can be accessed on the Receiver’s Case 

Website at www.insolvencies.deloitte.ca/en-ca/dig .

4. The purpose of this second report (the “Second Report”) is to:

a. provide an update on the closing of the APA and the Crown Transaction;

b. provide the Court with an update in respect of the activities of the Receiver since 

its appointment, including with respect to asset recovery/return activities and 

the negotiation of an auction and liquidation services agreement dated April 22, 

2019 (the “Auction Services Agreement”) between the Receiver and Maynards 
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Industries Canada Ltd. (“Maynards”) to liquidate certain of DIG’s remaining 

property;

c. provide the Court with an update on the Receiver’s engagement of legal counsel;

d. advise the Court regarding certain insurance matters;

e. advise the Court on the bankruptcy of DistinctTech Inc. (“DistinctTech”);

f. update the Court with respect to a claim against DistinctTech received from 

Laborer’s International Union of North America, Local 183 (“LiUNA”), the 

union for DistinctTech;

g. provide the Court with an update on the status of asset dispositions;

h. provide the Court with the results of the security opinions rendered to the 

Receiver by its independent counsel, Aird & Berlis LLP (“A&B”) and

Thompson Dorfman Sweatman LLP (“TDS”), in respect of the security granted 

by DIG to Royal Bank of Canada (“RBC”) and, based on such opinions, seek 

the Court’s approval to make distributions to RBC on account of its security 

interest as funds are received by the Receiver;

i. provide the Court with an update on the Receiver’s receipts and disbursements 

for the period from March 11 to April 19, 2019;

j. provide the basis for an Order:

i. approving the Auction Services Agreement and the sale of assets subject to

the terms therein (such assets collectively, the “Auction Assets”);
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ii. sealing the unredacted version of the Auction Services Agreement, attached 

hereto as Confidential Appendix “1”, for six months or until further Order of 

the Court;

iii. authorizing an interim distribution to RBC;

iv. granting the Receiver’s enhanced investigative powers; and

k. approving the Receiver’s activities and the fees and costs of the Receiver and 

its legal counsel as described in this Second Report.TERMS OF 

REFERENCE

5. In preparing this Second Report, Deloitte has been provided with, and has relied upon 

unaudited, draft and/or internal financial information, DIG’s books and records, discussions 

with management of DIG (“Management”), and information from third-party sources 

(collectively, the “Information”). Except as described in this Second Report:

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; 
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b. As noted in the Pre-Filing Report, the Company has issued press releases and 

guidance to the financial markets advising that its financial statements are 

misstated and should not be relied upon.  DIG has made material write downs 

to DIG’s accounts receivable, work in progress, and inventory balances, and 

accordingly, Deloitte cautions that the financial information reported herein is 

subject to further verification and may require material revision; and

c. Deloitte has prepared this Second Report in its capacity as Receiver solely for 

the purposes noted herein. Parties using the Second Report other than for the 

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

purposes.

6. Unless otherwise stated, all dollar amounts contained in this Second Report are expressed 

in Canadian dollars.

7. Capitalized terms not defined herein shall have the meaning ascribed to them in the 

Appointment Order, the Pre-Filing Report of the Receiver dated February 28, 2019 (the 

“Pre-Filing Report”), or the First Report, as applicable.

UPDATE ON THE CLOSING OF THE APA AND CROWN 

8. As detailed in the First Report, since March 11, 2019, the Receiver continued to take steps 

to ensure the business of Crown continued in the ordinary course which included:

a. engaging hourly and salaried staff on a short-term, contractual basis;

b. communicating with major customers; and

c. arranging for payment of post-receivership expenses in the ordinary course.
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9. To facilitate the ongoing operations of Crown, the Receiver also conducted the following 

activities on March 11, 2019, or immediately thereafter:

a. attended at Crown’s leased head office located at 1076 Oxford Street West in 

Winnipeg, Manitoba (the “Crown Office”) to take possession and control of 

the assets and secure the assets;

b. met with all employees of Crown and advised them that all employees were 

terminated effective March 11, 2019;

c. arranged to have certain former employees interested in continuing with 

operations retained by the Receiver on a contract basis;

d. secured manual and electronic books and records of Crown;

e. arranged for ongoing occupancy of the Crown Office; and

f. arranged for continued insurance coverage over the assets of Crown.

10. As detailed in the First Report, the Receiver entered into the APA with the Purchaser on 

March 15, 2019 for the sale of substantially all of the assets, properties, and undertakings of 

Crown.

11. Since execution of the APA, the Receiver has completed the following activities:

a. contacted lessors who were party to the Assigned Leases (as defined in the 

APA) to ascertain whether any of the lessors had a concern with the assignment

of the Assigned Leases to the Purchaser.  Based on the Receiver’s discussions 

with the lessors, one lessor was opposed to having its lease assigned and was 

therefore excluded from assignment of lease provisions set forth in the 

Approval and Vesting Order (“AVO”) ultimately granted by the Court 
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approving the Crown Transaction.  All other lessors confirmed to the Receiver 

and the Purchaser that they would not oppose the assignment of its respective 

Assigned Lease to the Purchaser;

b. engaged McDougall Auctions Ltd. (“McDougall”) to provide an independent 

desktop appraisal of the Excluded Assets (as defined in the APA);

c. corresponded with the lessors of certain equipment included in the Excluded 

Assets and reviewed supporting lease documentation to confirm that two 

directional drills included therein were leased and were properly secured by the 

lessors.  Arrangements were made for the return of one directional drill to its 

lessor and storage was arranged for the other directional drill pending return of 

this unit to the other lessor;

d. completed a sale of the Excluded Assets to the Purchaser on April 2, 2019 for 

a purchase price of $26,250 (i.e. $25,000 plus applicable GST), in accordance 

with values ascribed to the Excluded Assets by McDougall;

e. applied to the Court for the AVO which was granted by the Court on March 

21, 2019;

f. facilitated the closing of the Crown Transaction and delivered the Receiver’s 

Certificate on March 27, 2019, a copy of which was subsequently filed with 

the Court.  Although pursuant to the terms of the APA, the Crown Transaction 

was to close within two business days following the date of the AVO, being on 

or before March 25, 2019, on that date, the Purchaser contacted the Receiver 
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and requested an extension.  As the Purchaser was diligently attempting to 

close the Crown Transaction, the Receiver, the Purchaser and RBC agreed to 

mutually extend the Crown Transaction closing date to March 28, 2019.  The 

Receiver received the balance of the purchase price on March 27, 2019 and, as 

such, delivered the Receiver’s Certificate on that date;

g. confirmed with the Purchaser that all of Crown’s former employees retained 

by the Receiver on a contract basis had been offered employment with the 

Purchaser;

h. compiled a schedule of all Crown’s receipts and disbursements since March 

11, 2019 to April 19, 2019 with the assistance of Management, attached hereto 

as Appendix “B”;

i. confirmed with the Purchaser that, in accordance with the APA, the Purchaser 

retained liability for all operating costs of Crown since March 11, 2019, and 

that the Purchaser indemnified the Receiver for any such costs;

j. confirmed with the Purchaser that the Purchaser had no interest in assuming an 

outstanding letter of guarantee issued by RBC in favour of Crown customers,

and that the Receiver would advise RBC of same.  As of the date of this Second 

Report, the letter of guarantee remains outstanding; and

k. retained TDS to review RBC’s security registrations with respect to Crown’s 

assets, and to assist the Receiver with obtaining a recognition Order in respect 

of the AVO in Manitoba, as required under the APA.  On March 26, 2019, TDS 
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opined that based on their review and subject to the usual and customary 

qualifications, RBC had valid and enforceable security registrations with 

respect to the assets of Crown which would rank in priority to the interests of 

a trustee in bankruptcy.

12. Pursuant to the APA, after closing of the Crown Transaction, the Receiver is required to,

on a best efforts basis, return 337,077 Class A Common shares of HD Petroleum Inc. (the 

“Shares”) to 10005661 Manitoba Ltd. (“10005661”). The beneficial interest of the Shares 

was sold by Crown to 10005661 pursuant to an agreement of purchase and sale dated 

November, 2017.  However, pursuant to a three-year holding period, the Shares are 

currently being held by Crown as bare trustee pursuant to a Bare Trustee Agreement dated 

November 16, 2017.

13. Given the three-year holding period required, the Receiver is of the view that the Shares 

will continue to be held by Crown, as bare trustee, until they may be transferred to the 

10005661 in accordance with the APA.

14. As part of the closing of the Crown Transaction, there are a number of annual returns that 

need to be filed, along with notifying parties of the name change from Crown to the 

Purchaser.  These efforts are ongoing.

UPDATE ON THE RECEIVER’S ACTIVITIES SINCE ITS APPOINTMENT

Statutory duties

15. The Receiver undertook the following duties shortly after its appointment:
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a. completed and mailed out the notice and statement of the Receiver as required

by the Bankruptcy and Insolvency Act (the “BIA”);

b. set up a website, email inbox and telephone hotline to receive and respond to

creditor queries;

c. responded to employee and other stakeholder questions; and

d. backed up all data and information located on DIG’s information technology 

systems.

Wage Earner Protection Program Administration

16. As part of its duties, the Receiver has been undertaking steps to comply with its 

responsibilities under the Wage Earner Protection Program Act (“WEPPA”).  This includes 

the following:

a. calculating unpaid wage amounts for each employee;

b. assessing each employee’s eligibility for termination and severance;

c. calculating the vacation entitlement owed to each employee; and

d. entering all of this information into the Service Canada website used to 

administer WEPPA.

17. On March 20 and 21, 2019, the Receiver mailed out 403 packages related to potential 

employee WEPPA claims.  This mailing contained the claim summary for each employee, 

a proof of claim and an instruction letter advising claimants how to submit their WEPPA 

claim to receive payment thereunder.  As of April 19, 2019, the Receiver has received 271 

proofs of claim from employees in respect of their WEPPA entitlement. The Receiver has 

been following up with those non-unionized employees who have not filed their WEPPA 
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proof of claim.  The Receiver has also provided a listing of those employees that have not 

filed their WEPPA proof of claim to LiUNA’s legal counsel, Koskie Minsky LLP (“Koskie 

Minsky”) so that LiUNA can ensure that the WEPPA proofs of claim are sent to the 

Receiver.

18. The Receiver estimates that the quantum of the super-priority payable to Service Canada for 

unpaid wages and vacation pay pursuant to section 81.4 of the BIA to be approximately 

$575,357.  Such amount will rank in priority to all creditors and will be paid once Service 

Canada provides its proof of claim in respect of payments made by it pursuant to WEPPA.

19. In addition to the above steps, the Receiver provided Koskie Minsky with a sample of the 

WEPPA claim forms provided to former employees so that they were able to assist their 

members in completing the necessary paperwork.  A&B has been in regular communication 

with Koskie Minsky in respect of the WEPPA process.  The Receiver understands that 

LiUNA is assisting its members with the completion of the WEPPA forms prior to returning 

them to the Receiver.

Safeguarding the Company’s premises

20. The Company’s premises consist of a two-story office area and large warehouse with a

storage yard at the back of the property.  Prior to the receivership proceeding, the yard was 

used for the storage of vehicles and construction equipment that was not stored at job sites 

overnight.  Many of the passenger vehicles were used by employees and parked at their 

homes at the end of each day.  All such vehicles have been recovered from the relevant 

employees.
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21. The Receiver changed the locks on the Company’s former head office and de-activated all 

electronic pass cards that were previously used to enter the premises.

22. The Receiver is in the process of retaining hard copy records in order to collect DIG’s

accounts receivable.  Such records will be boxed, inventoried and stored at the Receiver’s 

office until they are no longer required and will then be sent to off-site storage.

23. The Receiver engaged representatives of Deloitte’s forensic practice to make backups of 

DIG’s document and email servers.  Such individuals have also taken possession of certain 

laptops formerly used by DIG’s senior executives.

24. The Receiver obtained insurance coverage for DIG’s various leased and owned assets.  Such 

insurance will be amended as the insured vehicles are returned and the quantum of required 

insurance decreases.

25. The Receiver paid rent at DIG’s former head office for the months of April and May, 2019.

STATUS OF THE ONTARIO BUSINESS AND MARKETING PROCESS FOR THE 

ONTARIO ASSETS

Rolling stock

26. With the assistance of certain former employees, the Receiver began the process of 

retrieving leased and owned assets that were at various job sites around the Greater Toronto 

Area and the Niagara Region.  This includes passenger vehicles, drills and other similar 

equipment. The Receiver retrieved assets from DIG’s leased premises located on Disco 

Road, Etobicoke, Ontario, including four trucks and other rolling stock used by DIG.
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27. In total, the Receiver was able to locate 196 passenger/plated vehicles and 61 pieces of 

equipment (drills, excavators etc.), a significant majority of which were leased or subject to 

a financing agreement.  All such vehicles are currently being staged for return to the relevant 

lessor after any DIG-owned equipment is removed from them.  The vehicles are being staged 

in a locked yard at DIG’s former head office.

28. As part of the process to return vehicles to lessors, the Receiver is obtaining releases, in the 

case of a true lease, or acknowledgements, in the case of financing leases, from each lessor.  

In respect of the financing leases, each lessor is delivering an acknowledgement to the 

Receiver pursuant to which the lessor is responsible for providing the Receiver with an 

accounting of proceeds when the vehicle is sold, in accordance with the Personal Property 

Security Act (Ontario).  In the event that the lessor resells or realizes a surplus over the 

amount owing to it by DIG under the applicable financing lease, such amounts will be paid 

to the Receiver.

29. Prior to returning leased assets to the relevant lessor, the Receiver’s independent legal

counsel A&B reviewed each lease to ensure that the lessor’s security on the assets ranked

in priority to RBC.

30. The only significant mobile assets owned by DIG are approximately 31 trailers, 18

compressor vans and four excavators.  They will be sold along with all of the other assets 

once Maynards is formally engaged pursuant to the terms of the Auction Services 

Agreement (as further described below) should the Court approve the terms thereof.
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Ongoing business

31. Immediately following the issuance of the Appointment Order, the Receiver contacted 

customers for whom DIG was actively doing work.  The two primary customers were 

Rogers Communications Inc. (“Rogers”) and Bell Canada (“Bell”).

32. The purpose of these calls was for the Receiver to determine whether these customers 

wanted DIG, under the authority of the Receiver, to complete the projects that were ongoing

as at the date of the Appointment Order. Bell, Rogers and all other customers for which 

DIG did work directed the Receiver to cease work on their sites. Accordingly, DIG’s 

operations ceased and those employees, whose employment had been terminated, were not 

asked to return to work (other than those that had been contracted by the Receiver directly

to assist the Receiver with certain of its duties).

33. Based on the foregoing, the Receiver determined that there was no ongoing business to sell 

in Ontario.  As such, the Receiver determined that the best method to realize on DIG’s assets 

would be to proceed to a liquidation once all assets had been recovered and leased assets 

returned to lessors.

34. DIG’s business activities in the Province of Alberta had ceased prior to the receivership 

proceeding and, as such, there are no assets located in that jurisdiction.  The Receiver 

received two cheques from auctioneers for $29,256 and $8,281 (totalling $37,537) in respect 

of vehicles that were owned by Distinct Infrastructure Group West Inc. (“Distinct West”) 

that were sold at auction in December 2018. The Receiver also received a tax refund cheque 

in respect of Distinct West for $387.  Given the nominal value of these assets, the Receiver 

has not obtained an independent security opinion as to the validity and enforceability of 
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RBC’s security in the Province of Alberta.  However, the Receiver has reviewed the Alberta 

Personal Property Registry and notes that RBC has registered its security thereunder against 

Distinct West and such registrations appear to be the first-in-time registrations in respect of 

a general security agreement.  A summary of the registrations against Distinct West under 

the Alberta Personal Property Registry is located in the Compendium of Electronically 

Generated Summaries of the Personal Property Security Act searches dated February 27, 

2019 filed with RBC’s Application Record dated February 28, 2019 in respect of the 

Appointment Order. The Receiver will distribute these funds to RBC as part of the 

distribution relief sought herein.

Liquidation efforts

35. On April 9, 2019 after the Receiver had recovered the owned assets and organized them for 

sale, the Receiver contacted four liquidators to submit proposals to acquire or auction certain 

of DIG’s remaining assets.

36. On April 11, 2019, the Receiver received six proposals from the liquidators, plus proposals 

from the Company’s landlord and a competitor of the Company interested in acquiring or 

auctioning the Company’s assets.  Based on the proposals received, the Receiver has 

accepted a proposal from Maynards to auction and liquidate DIG’s remaining assets in May 

2019. A redacted copy of the Auction Services Agreement is attached as Appendix “C”

which redacts commercially sensitive terms.

37. As mentioned above, an unredacted copy of the Auction Services Agreement is attached as

Confidential Appendix “1”.  The Receiver is requesting that this Court grant an order sealing 

the unredacted version for a period of six months from the date of the Order or until further 
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Order of the Court.  This is to protect the value of the assets in the event the Auction Services 

Agreement is not approved by the Court or not completed, and the estimated value of the 

assets.

38. The Appointment Order authorizes the Receiver to sell Property out of the ordinary course 

of business without the need for Court approval provided such transaction does not exceed 

$500,000. As the total value of the Auction Assets will exceed $500,000, the Receiver is 

seeking Court approval of the Auction Services Agreement and prior approval of the sale of 

the Auction Assets.  Further, Court approval of the Auction Services Agreement is a 

condition to the Auction Services Agreement.

DistinctTech Bankruptcy

39. Paragraph 3(r) of the Appointment Order provides that the Receiver has the power “to make 

an assignment in bankruptcy on behalf of any or all of the Debtors”, which includes

DistinctTech.

40. DistinctTech was the largest operating entity in the DIG family and was the primary 

generator of work in process and accounts receivable.  As set out in the Pre-Filing Report,

there were a number of accounting irregularities discovered at DistinctTech.  

41. To further investigate the financial statement irregularities described in the Pre-Filing

Report, the Receiver determined that it may be helpful to, through a bankruptcy, access the 

investigative powers of a licensed insolvency trustee set out in the BIA.  The Receiver 

assigned DistinctTech into bankruptcy on March 22, 2019 (the “Date of Bankruptcy”) with 
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Deloitte named as the Trustee of the Estate of DistinctTech (in such capacity, the 

“Trustee”).

42. Since the Date of Bankruptcy, the Trustee has complied with the notice requirements set out

in the BIA.  The first meeting of creditors of DistinctTech (the “FMOC”) was held at 

DistinctTech’s premises on April 8, 2019.  Deloitte’s role as trustee in bankruptcy was 

affirmed at the FMOC.

43. Prior to the FMOC, the Trustee issued a notice to the former chief executives of DIG (the 

“Former CEOs”) advising of their obligation to attend the meeting in order to provide 

information in respect of DistinctTech’s operations prior to the bankruptcy.  On the day 

prior to the FMOC, the Former CEOs wrote to the Trustee to advise of their inability to 

attend the meeting.

44. Shortly after the commencement of the meeting, the Trustee received emails from the 

Former CEOs attaching letters from each of their physicians indicating that each of the 

Former CEOs was medically unable to attend the FMOC.

45. Prior to the correspondence in respect of the FMOC, the Trustee had received letters from 

the Former CEOs advising that they each had personal property in the office that they sought

to collect.  By letter dated April 2, 2019 the Trustee advised that each Former CEO had to 

complete and submit a Reclamation of Property Claim Form in order for them to recover 

any property in the possession of the Trustee. To date, the Former CEOs have not submitted 

the required proof of claims.
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46. Prior to the Date of Bankruptcy DistinctTech was in a dispute with Canada Revenue Agency 

(“CRA”) regarding unpaid Harmonized Sales Tax (“HST”) for an 11-month period in 2014 

and 2015 in the approximate amount of $1.9 million.  This claim, together with the Union 

POC (as defined below), will be addressed in the bankruptcy proceeding.

Return of customer-owned equipment and collection of accounts receivable

47. As part of its normal operations, DistinctTech regularly stored reels of fibre optic and copper 

cable at its facility in addition to other incidental pieces of equipment and materials to be 

used by DistinctTech in its provision of services for Bell and Rogers for installation on their 

projects. Following the Appointment Order, the Receiver has been in discussions with both 

Bell and Rogers regarding the ownership of such equipment.  Bell and Rogers have each 

asserted an ownership interest in certain equipment and materials that are currently in the 

Receiver’s possession.

48. The Receiver has been working with both Bell and Rogers to obtain information that 

supports the ownership of the materials in the Receiver’s possession and the Receiver has 

received documentation sufficient to support both Bell and Rogers’ ownership interest.  The 

Receiver has requested that both parties complete and submit a Reclamation of Property 

Claim Form and has received same from both.  The Receiver is making arrangements with 

each of Bell and Rogers for them to collect their materials and equipment.

49. Each of Bell and Rogers have made significant payments to settle accounts receivable that 

were outstanding as at the date of the Appointment Order, and this process is ongoing.  

Further details in respect of billings since the Appointment Order are discussed further in 

this Second Report.
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ENGAGEMENT OF LEGAL COUNSEL

50. Paragraph 28 of the Appointment Order authorizes the Receiver to engage legal counsel, 

including Thornton Grout Finnigan LLP (“TGF”), which acts as counsel for RBC, in all 

cases where there is no conflict of interest.  Given TGF’s familiarity with DIG’s operations

and in view of the significant shortfall to be incurred by RBC, this has been done for cost 

saving purposes.

51. The Receiver has also retained A&B as its independent legal counsel, including for the 

following purposes:

a. to provide an independent security opinion that, subject to the normal 

assumptions and qualifications, RBC’s security is valid and enforceable in 

accordance with its terms in the Province of Ontario;1 and

b. to advise on matters where priority interests between RBC and other creditors 

may exist (e.g. lease claims, priority to insurance premium refunds and 

matters related to priority employee and/or LiUNA claims).  These issues are 

discussed further below.

52. The Receiver engaged TDS for a security opinion with respect to the validity and 

enforceability of RBC’s security in the Province of Manitoba.2 TDS also assisted with local 

issues related to the Crown Transaction given it is based in Manitoba.

1 A copy of A&B’s security opinion in respect of RBC’s security is available to the Court upon request.
2 A copy of TDS’s security opinion in respect of RBC’s security is available to the Court upon request.
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53. Subject to the usual and customary assumptions contained in each opinion, both A&B and 

TDS are of the opinion that the security interests in favour of RBC in the Provinces of 

Ontario and Manitoba are valid and enforceable as against a Trustee in Bankruptcy.

TERMINATION OF INSURANCE PREMIUM FINANCING ARRANGEMENT

54. DIG obtained a number of insurance policies for:

a. General liability;

b. Automobile/accident damage;

c. Crime;

d. Environmental contamination; and

e. Executive protection.

55. The cost of insurance premiums was approximately $1 million per year and DIG financed 

the policy premiums with CAFO Inc. (“CAFO”).  CAFO issued the full policy payment to 

the insurers and took security in the unearned premium refunds.  Each month the Company 

would remit the monthly premiums, including interest, to CAFO.  

56. DIG financed its policies in two separate agreements: Continuous Premium Installment 

Contract #1 dated August 3, 2018 (“PIC 1”) and Continuous Premium Installment Contract 

#2 dated December 6, 2018 (“PIC 2”).  PIC 1 was for director and officer liability and 

employment practices liability while PIC 2 was for the balance of the policies (i.e. property, 

liability, crime, auto etc.).  The monthly payment for PIC 1 was $3,697 per month and the 

monthly payment for PIC 2 was $88,572.
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57. As a result of the stay of proceedings granted in the Appointment Order, the pre-authorized 

debits used to pay CAFO were returned on the Company’s accounts.  CAFO then contacted 

the Receiver to obtain new details in order to receive its monthly payment.  The Receiver 

advised that, due to the stay imposed by the Appointment Order, no additional payments 

would be made.  CAFO then advised that it would cancel the insurance policies held by the 

Company, the premiums of which were financed by CAFO.  The Receiver advised that such 

termination would be in violation of the stay of proceedings pursuant to the Appointment 

Order.

58. CAFO advised the Receiver that it was of the view that it had security in the unamortized 

premiums that were held by the insurers and that such security was in priority to RBC.  

Discussions ensued between counsel for CAFO and A&B regarding CAFO’s position.

59. In order to ensure that DIG’s assets were insured, the Receiver took steps to obtain alternate 

coverage for DIG’s assets with a brokerage that specializes in insolvency estates.  Such 

coverage is currently in place at a cost of approximately $37,000 per month.  Such cost will 

decrease as leased vehicles are returned to the lessors and the corresponding coverage is no 

longer required.

60. Given that the Receiver was able to obtain coverage equivalent to that provided by PIC 2, it 

was agreed with CAFO’s counsel that CAFO could cancel the policies financed by them as 

part of PIC 2 with any unamortized premiums returned to the Receiver to be held in trust 

until such time as the priority of the refund could be determined and the funds either returned 

to CAFO or the receivership estate.
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61. The terms of PIC 1 were fully satisfied as the Receiver paid the premiums for the remainder 

of the policy year directly to the insurers in order to maintain coverage under these policies, 

primarily the executive protection coverage.  This totaled approximately $10,270.

62. The Receiver will seek direction from the Court as to the priority and distribution of these 

funds if the Receiver disputes CAFO’s priority claim to these funds.

UNION CLAIM

63. On April 5, 2019, the Receiver received a proof of claim in the bankruptcy proceedings of 

DistinctTech (the “Union POC”) from Koskie Minsky on behalf of the unionized 

employees represented by LiUNA.  The total quantum of the Union POC is $2,050,299.

This amount is broken down as follows:

a. an unsecured claim of $839,477.  Of this amount, LiUNA claims a preference

pursuant to section 136(d) of the BIA.  Of this amount, $505,555 relates to a 

grievance settlement between DistinctTech and LiUNA and this amount is an 

allocation between wages and pension amounts;

b. wage earner claims of $369,349, which the Union POC claims a super priority 

under section 81.3 of the BIA.  Koskie Minsky advises they expect $240,709

of this amont to be subrogated to claims of Service Canada pursuant to 

WEPPA; and

c. pension claims of $841,473, which the Union POC claims a super priority 

under sections 81.5/81.6 of the BIA.  Of this amount, $216,666 relates to a 

grievance settlement between DistinctTech and LiUNA.



- 24 -

64. In total the Union POC purports that $1,210,822 of its claim is in priority to RBC’s security.

The Receiver is working with A&B to assess this claim and consider any issues as to 

potential priority.

ASSET DISPOSITIONS SINCE THE DATE OF THE APPOINTMENT ORDER

65. Since the date of the Appointment Order, the Receiver has been recovering and gathering 

the various assets used in DIG’s business prior to marketing them for sale.  However, in 

addition to such assets, DIG has a number of other assets that can be realized upon.  One 

such asset is DIG’s interest in tickets for the Toronto Maple Leafs (the “Leafs”) and the 

Toronto Raptors (the “Raptors”) owned by DistinctTech.

66. Maple Leaf Sports and Entertainment (“MLSE”) advised the Receiver that the Company 

has a one-third share in an executive suite at the Scotiabank Arena (the “Arena”).  In 

addition, the Receiver has been advised by MLSE that the Company also holds four personal 

seat licenses (“PSLs”) that enable the holder to become a season ticket holder for the Leafs 

and Raptors games in the Arena.  The PSLs come with the annual obligation to purchase the 

tickets for all home games for both the Leafs and Raptors in the regular season and the 

playoffs.

67. The tickets for the remainder of the 2019 regular season for both the Leafs and Raptors 

tickets in the executive suite were prepaid, along with one playoff game for each team.  The 

Receiver will attempt to sell these tickets for the best price it is able to achieve.  To date, the 

Receiver has sold the box seats for one regular season game and two playoff games for total 

proceeds of $6,400.
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68. In order to keep the PSLs and executive suite interest in good standing, it was necessary to 

pay the last installment to MLSE (which was overdue).  Therefore, on April 1, 2019, the 

Receiver made a payment to MLSE in the amount of $7,274.85 to bring the account current 

to permit the Receiver to market and sell the PSLs for value that would flow to the estate.  

69. Comparable PSLs listed on MLSE’s PSL marketplace are currently listed at asking pricing 

ranging from $49,500 to $93,750 per seat.  The Receiver will not purchase tickets for the 

2019 playoffs for either the Leafs or the Raptors in order to resell them.  Instead, the 

Receiver intends to market and sell the PSLs.

ACCOUNTS RECEIVABLE COLLECTION EFFORTS

70. As at the date of the Appointment Order, DIG (excluding Crown) had third party customer 

accounts receivable (i.e. excluding amounts owed between the DIG entities) of 

approximately $3.1 million as set out in the table below:

Entity as at March 31, 2019

Third party 
accounts 

receivable
Distinct Infrastructure Group Inc. $nil
Distinct Infrastructure Group West Inc. $5,805
DistinctTech Inc. $2,578,877
iVac Services Inc. $548,035
iVac Services West Inc. $nil
Total $3,132,719

Note:  The Receiver has not audited or verified the balances 
above and they are subject to revision.

71. In addition to the amounts above, the Receiver has issued a number of invoices since the 

date of the Appointment Order for work that had been performed by DistinctTech.  Such 

invoices have, with one exception, been issued to either Bell or Rogers.  The total invoices 

generated since the date of the Appointment Order total approximately $988,488.
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72. Since the date of the Appointment Order through April 19, 2019, the Receiver collected 

approximately $3.1 million from customers. Certain of these payments were received in 

DistinctTech’s bank accounts directly (as per the process prior to the receivership 

proceeding). Other payments (i.e. cheques) have been deposited to the Receiver’s account.

The Receiver is working with RBC to account for all such receipts to update customer 

accounts.  The Receiver is reporting such collections and the opening balance in these 

accounts in its R&D (as defined below), but has not sought the return of these funds from 

RBC to the Receiver’s accounts.  In accordance with the distribution relief and the claims 

received to date which assert priority over the Bank’s security described herein, the Receiver 

has obtained an undertaking from RBC to provide funding to the Receiver up to the amount 

of the funds deposited to RBC’s accounts in the event that there are insufficient funds in the 

Receiver’s accounts to satisfy these claims, if proven.

73. In addition to the relevant invoice, there are a number of other documents that are required 

by DIG’s customers.  These principally relate to “as-built” drawings so that each of Bell and 

Rogers have an accurate understanding of where various infrastructure has been installed

per the services provided by DIG.  This is important for each of these customers in the event 

that changes to their networks are required in the future.  Several “as-built” drawings were 

not complete and the Receiver retained a former employee to complete these.  

RECEIPTS AND DISBURSEMENTS 

74. Attached hereto as Appendix “B” is the Receiver’s interim statement of receipts and 

disbursements for the receivership period from March 11, 2019 through April 19, 2019 (the 
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“R&D”).  As set out in the R&D the Receiver has realized cash receipts from the following 

sources:

a. payment of receivables from customers;

b. proceeds of sale in respect of the Crown Transaction;

c. miscellaneous receipts and cash on hand at the date of the Appointment Order;

d. funding from Crown Pipeline Ltd.; and

e. miscellaneous asset realizations such as tickets to sporting events.

75. Significant disbursements include:

a. approximately $282,000 in respect of various disbursements related to Crown’s 

operations that were incurred prior to the time period when the Purchaser assumed 

responsibility for covering the operating costs;

b. approximately $376,000 for employee costs, with the vast majority of such costs 

being incurred to pay Crown’s employees prior to the Purchaser becoming 

responsible for such costs;

c. payments for rent in the amount of $212,753; and

d. approximately $49,000 for insurance premiums.

76. As sufficient proceeds from the realization on the assets of DIG, including proceeds from 

the APA, are received, it is the Receiver’s intention to make distributions to permanently 

repay RBC’s secured advances to DIG, subject to Court approval. Such proposed

distributions are further described herein.
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RECEIVER’S REQUEST TO MAKE AN INTERIM DISTRIBUTION

77. Based on the security opinions provided by each of A&B and TDS, and subject to the usual 

and customary conclusions therein, RBC has security with a first ranking charge over the

assets of DIG located in the Provinces of Ontario and Manitoba and as a result, over the 

funds in the Receiver’s trust accounts, subject to any claims with statutory or other priority 

that ranks ahead of RBC’s claim. As mentioned above, given the nominal assets held by 

Distinct West in the Province of Alberta, the Receiver has not sought an independent 

security opinion in that province. 

78. As shown in the Receiver’s R&D, as at April 19, 2019, the Receiver is holding 

approximately $2.5 million in its account for the Ontario-based entities of the Company. A

portion of these funds, approximately $890,000, are currently being held in the Receiver’s 

trust accounts while the balance is held by RBC due to the fact that certain customers 

deposited accounts receivable payments directly in DistinctTech’s bank account held at 

RBC, which is consistent with pre-receivership practices. There are certain claims against 

the funds that have or may have priority to RBC’s security, as summarized in the table 

below. Certain amounts in the table below are redacted to preserve the confidentiality of 

the net sale proceeds in the Crown Transaction as this amount is sealed for six months after 

March 27, 2019 (being the closing date of the Crown Transaction) or further order of the 

Court.
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79. The following bullets set out the reason for each of the reserves noted above:

a. the Receiver estimates that priority claims pursuant to section 81.4 of the BIA 

will be $204,233 for amounts related to Crown’s former employees (the 

“Crown WEPPA Reserve”).  Given that this claim will be in priority to RBC’s 

security, it is necessary to reserve for this amount until it is finally determined 

with the relevant employees and Service Canada;

b. as previously mentioned, LiUNA has submitted a claim in DistinctTech’s 

bankruptcy in the amount of $2,050,299.  Of this amount, LiUNA has claimed

that $1,210,822 is in priority to the security held by RBC pursuant to sections 

81.3-81.6 of the BIA.  In order to allow for this and potential other claims that 

may be advanced by LiUNA, the Receiver is proposing to reserve 110% of the 

secured claim made by LiUNA on behalf of its members, pending a resolution 

or Court determination of such priority claim.  Such amount is $1,331,094 (the 

Distinct Infrastructure Group
Summary of priority charges
As at April 19, 2019

Notes Crown Alberta 5 DistinctTech Total
Account balance 6,620,317 37,924 2,470,753 9,128,994
Less: WEPPA claims 1 (204,233) - - (204,233)

LiUNA claim at 110% 2 - - (1,331,094) (1,331,094)
CAFO reserve 3 - - TBD -
Expenses 4 (100,000) - (500,000) (600,000)

Available for distribution 5 6,316,084 37,924 639,659 6,993,667

Notes
1.  WEPPA claims in respect of DistinctTech incliuded in the LiUNA claim

3.  Amount not receved but will be held in trust in any event.
4.  Amount reserved for ongoing needs
5.  Represents proceeds from Distinct Infrastcuture Group West.

2.  LiUNA claim inlcuded at 110% of total secured claim amount to provide an excess amount to ensure this 
claim, if successful as filed, is fully provided for.
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“LiUNA Reserve”).  Koskie Minsky has advised that it will be filing an updated 

proof of claim with the Trustee in due course;

c. the Receiver is not currently holding any funds in respect of a refund from 

cancelled prepaid insurance policies covered under PIC2 but would propose to 

reserve such amounts, if received, in a separate trust account until such time as 

priority to these funds is conclusively determined (the “CAFO Reserve”).  The 

Receiver expects that such funds will be received in due course; and

d. the Receiver will need additional funds to administer DIG’s estates.  As such, a

reserve of $100,000 for Crown (the “Crown Expense Reserve”) and $500,000 

for DistinctTech (the “DistinctTech Expense Reserve” and collectively with 

the Crown WEPPA Reserve, the LiUNA Reserve, CAFO Reserve and the 

Crown Expense Reserve, the “Reserves”) is being proposed to allow for 

sufficient operating funds.

80. The Receiver is seeking Court approval to distribute to RBC all funds and receipts currently 

held by the Receiver in respect of Crown and Distinct West on account of RBC’s secured 

claim,3 less the amount of the Crown WEPPA Reserve and the Crown Expense Reserve as

set out above.

RECEIVER’S REQUEST FOR ENHANCED INVESTIGATIVE POWERS

81. As set out in the Pre-Filing Report, there have been a number of financial irregularities in 

3 As stated in the Affidavit of Gary Ivany sworn February 28, 2019, as at the close of business on February 21, 2019, 
the Company was indebted to RBC in the amounts of $53,373,111.88 and USD$8,099.16.
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respect of the Company and its subsidiaries.  Such irregularities led to the Company 

reporting that its consolidated statements of income and financial position should not be 

relied upon.

82. In order to carry out investigations to determine the causes of these irregularities and 

determine if there are any sources of recovery available to the Receiver, either through 

insurance claims or otherwise, the Receiver is seeking approval from the Court for 

enhanced investigative powers as set out in the draft Order attached to the Receiver’s 

motion materials (if issued by the Court, the “Investigation Order”).

83. In summary, the Receiver is seeking powers similar to those that would be available to a 

Licensed Insolvency Trustee of a bankrupt under the BIA, notwithstanding that not all of 

the Company’s subsidiaries are currently bankrupt.

84. Although many of these powers are available to the Trustee of DistinctTech, the Receiver 

does not currently possess the expanded powers of the Trustee over the other entities subject 

to the Appointment Order so additional relief is being sought in this regard for the Receiver.

RECEIVER’S PROFESSIONAL FEES

85. The Receiver, and its legal counsel, A&B and TDS, have maintained detailed records of 

their professional time and costs since the date of the Appointment Order.  

86. The total fees of the Receiver during the period from March 11, 2019 to April 20, 2019, 

total $452,176.00, together with expenses and disbursements in the sum of $19,186.49 and 

HST in the amount of $61,277.12, totalling $532,539.61, as more particularly described in 

the Affidavit of Jorden Sleeth sworn April 26, 2019 attached hereto as Appendix “D”.



- 32 -

87. The total fees of A&B, in its capacity as counsel to the Receiver, during the period from 

February 26, 2019 to April 5, 2019, total $79,250, together with expenses and disbursements 

in the sum of $1,308 and HST in the amount of $10,435, totalling $90,994, as more 

particularly described in the Affidavit of Shakaira John sworn April 26, 2019 attached hereto 

as Appendix “E”.

88. The total fees of TDS, in its capacity as counsel to the Receiver, during the period from 

March 11, 2019 to April 9, 2019, total $5,080.00, together with expenses and disbursements 

in the sum of $293.08 and taxes in the amount of $663.80, totalling $6,036.88, as more 

particularly described in the Affidavit of Ross McFayden sworn April 10, 2019 attached 

hereto as Appendix “F”.

89. The Receiver is of the view that the fees and disbursements of its legal counsel are 

reasonable.  The Receiver is currently seeking the approval of the Court of the Receiver’s 

activities and its fees and disbursements, including the fees and disbursements of its legal 

counsel, as described in this Second Report.

90. TGF also acts as counsel to the Bank.  Accordingly, accounts issued by TGF are paid by 

RBC directly. 

RECOMMENDATIONS

91. For the reasons set out above, the Receiver respectfully requests that the Court approve the 

Receiver’s request for an Order:

a. approving the Auction Services Agreement and the sale of Auction Assets;
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APPENDIX “A”
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List of Subsidiaries

Distinct Infrastructure Group West Inc.
DistinctTech Inc.
iVac Services Inc.
iVac Services West Inc.
Crown Utilities Ltd.
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APPENDIX “B”

Redacted Statement of Receipts and disbursements from March 

11, 2019 to April 19, 2019
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APPENDIX “C”

Redacted Auction Services Agreement dated April 22, 2019
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APPENDIX “D”

Affidavit of Jorden Sleeth sworn April 26, 2019












































