Court File No.35-1232404

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

DEPUTY REGISTRAR } Tuesday, the 29t
)
R. STEVENS ) day of September, 2009

In the matter of the bankruptcy of
Kids Link International Adoption Agency
o/s Imagine Adoption
of the City of Cambridge, in the Regional Municipality of Waterloo, in the Province of
Ontario

ORDER APPROVING PROPOSAL

Upon the application of the Trustee, BDO Dunwoody Limited, and upon reading the
Report of the Trustee filed on September 24, 2009 and the Court being satisfied that the
required majority of creditors have duly accepted the proposal in the terms contained in
the paper wrinng marked “A” annexed hereto and being satisfied that the said terms are
reasonable and calculated to benefit the general body of creditors and that no offences or
facts have been proved to justify the Court in withholding its approval, the said proposal

1s hereby approved.

JREGISTRAR™
Ontario Superior Court of Justice
in Bankruptey and Insolvency



EXHIBIT A

ONTARIO COURT OF JUSTICE
{GENERAL DIVISION)

IN THE MATTER OF THE PROPOSAL OF

KIDS LINK INTERNATIONAL ADOPTION AGENCY
O/A IMAGINE ADOPTION

OF THE CITY OF CAMBRIDGE

IN THE REGIONAL MUNICIPALITY OF WATERLOO
IN THE PROVINCE OF ONTARIO

PROPOSAL

BDO Dunwooedy Limited - Kiichener
Trustee mn Bankruptey of
Imagine Adoption
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EXHIBIT A

PROPOSAL

KIDS LINK INTERNATIONAL ADOPTION AGENCY O/A IMAGINE ADOPTION (“Imagine
Adoption™), the above debtor. hereby submits the following Proposal 1o all of its creditors

pursuant {o the Bankruptev & Inselvency Aot {the "Act”).

| Defined Terms

Ln aad for the purposes of this Proposal, various terms have defined meaning (Exhibit A).

x General Intent

The purpose of this proposal is to effect a restructuring of the business and affairs of Imagine
Adoption. The expectation is that all Creditors and stakeholders will derive a greater benefit

than a bankruptcy proceeding.

3. Pre Proposal Operating Information

lmagine Adoption operated to amange and conclude the adoption by Canadian families of
children from various countrics. [t 15 operated by a volunteer Board of Directors that then hired

s1aff for duy 10 day operations,
Effective July 14, 2009, Imagine Adoption was placed into bankruptcy by a voluntary assignment

executed by the Directors. BDO Dunwoody Limited ts the Trustee m Bankruptcy., At the First
Meeting of Creditors held on July 30, 2009, the creditors directed BDO to continue discussions

refated to the feasibility of filing a proposai {Exhibit B).
The Trustee in Bankruptcy, pursuant to Section 50 of the Act, may file a proposal. This 15
subject 10 Bankruptcy Inspectors’ review and approval which occurred by September 4. The

larger body of creduors as outlined herein has received communication simee July 30 through the
Bankruptcy website {Exhubit C') and 7or Family Steer:ng Commiliees that have been set up by the

famnthwes.

This preposal consists of more than financial requirements considering the not for profit status,
volunteer Directors and international/provincial licensing. The proposal terms, outlined herein

frebow, include the fuliowing:

s Operatmg structure,

v Financal werms.
Momiorng parameters for financial and vther milestone priorities and events

4 Secured Creditor Claims Status

There are no ckams of secured creditors anncrpated. The Trustee in Bankruptey 1s aware of the

fotfowng secured contracts:

+  Two leased vehicle agreements.  The vehicles have been returned through the
Bankruptcy admimstratzon.  Any chligaton weuld be an unsecured clamm should any
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EXHIBIT A

shortfall result from the leasing company realizations of the vehicles. Fayment of such

amounts (o be included as ordmary creduors.
Leased computer comtracts. Assels 10 be returmed. Any deficiency to be included as

ordinary creditors. Should the new operations aegotiate ongoing lease and ownership
arrangements, 3 deficiency clarm may be fess

5 Preferred Creditors Claims Siatug

The Trustee in Bankruptcy is aware of the following preferred creditors:

«  Section 136 {1)(d) of the Act - Empioyee wages and vacalion pay
These amounts were paid to the date of bankruptcy. No preferred claims arc anticipated

for wages and vacation pay

»  Section 136 { 1)) of the Act - Landlords
There were three office space landlords. The leases were disclaimed by the Trusiee in

Bankruptey following the July 30" creditor meeting and prior to the filing of this
proposal.

s The landlords would be entitled to file claims as outlined in Exhibit D and
considering Section 63.2(4) and 6521 of the Act and the disciaimed

agreements.

These creditors have been separately identified fer a payment from the proposal considering
requirements of the Bankruptey and Insolvency Aet.

6. Ordinary Creditors Claims Status

Ordmary creditors consist of the following categories and will include contingent or unliquidated
claims arising out of any transaction entered into prior to the Date of the bankruptcy or Proposal:

Trade creditors being gencral suppliers of service and product to Imagine Adoption.
These total $ 103,743 for 25 creditors for claims filed in the bankruptcy as at August 21,
2009 (Exhibit E}.

+  Secured creditor deficiency claims. Unknown values al this time.

[nternational costs for affitiate licenses/accreditations, orphannge strucrures, empioyees,
other contracts. These costs are unknown but expected o be assessed by the new
management team. Payments for ongoing relationstups will be assessed and repored for
the proposal monnonng sodHf funding 1s required a summary will be prepared including
any impact ¢n the proposal.

Families with open files for adoptions o be completed or those with completed
sdopuiens stil sctive for reporting and other admmistration. This 1s for any country of
sdoptuon, These tofai approximately 150 fammibies, Detads of the famly files and status
were provided to the new management team i assessing future operattons and cash flow

needs.

Fhere 15 one group of famtres specifically excluded from this proposal The Saint Anne famibes
were (denifred at the date of bankruptey of [magme Adoption in the event they had a contngent
claim against any funds realized in the Imagine Adoption bankruptcy. This proposal does not
stend 19 provide any ongoing servece for these adoption files. It also does not nciude any
distrrbution o creditoes of Sant Anne
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EXHIBIT A

Effective August 14" Saint Anne is bankrupt. The banking review and other investigations are
or gowng that may affect both Imagine Adoption and Saint Anne. In the cvent there are recovery
of funds that related to Saist Anne activity, these funds witl be hetd by the Trustee in Bankruptey
of Saint Anoe (0 be distributed to creditors of Saint Anne. Any funds recovered for Imagine
Adoption are noted below. The creditor meeting for Saint Anne was held on September |, 2009

7 Proposal Tecms - Day to Day Operating Structure

Lmagine Adoption ceased operations at the date of bankruptcy. The volunteer Board of Directars
has been inactive since that time and all staff werz terminated at or prior to the bankrupicy.

The management of any reinstated Imagine Adoption i critical to the success of any
restructuting plan. The new governance and operating structure will be as follows (Exhibit Fr

Operating mandate

Board of Directors

Advisory Commitiee

Key siaff.

Operating premises and other day to day needs

L

-

The Ontario provincial license to complete adoptions is also required. The Ministry i3 aware of
this proposal and the proposed new management. They are aware an application will be

submitted to renew the license by this new group and have not suggested concerns at the time of

preparing this document. Any foreign licensing will be addressed immediately by the new

management team.

3 Proposal Terms - Creditor Dividend Payments

From monies held by rthe wrustee pursuant to this proposal, less the Trustee's adminisiration fees
and expenses, as referenced n paragraph 16, the following dividends shall be made:

Preferred creditors as set out in paragraph 5 bereof:

The landiard clauns to be paid pursuant to Section 65 1 of the Act total $152,000 {Exhibit
D). A voluntary reduction of the claim and dividend is betng requested, A dividend from
the proposal funds to he the lessor of 10% uf the claims that could be filed or an aggregate

of $20,000 10 be pard on a pro rata basis between the clasms.
Wage claims - none expected hawever payment from the proposal o comply with the

Bankrupicy and Insolvency Act section |36

Secured creditors as set oul m paragraph 3 hereof

Shauld deficiency clams be filed, these will be mctuded as Ordinacy Crediors per

paragraph 3 above
Ordsnary creditoss Hrade and secured only) as set oul i paragraph 5 hereof

Trade and secured creddors W be pard the fessor of 0% or an aggregate of 320,000 o »e
pded on a pro rata busis between ali crediiors mthis category

»
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The above amounts shall be puid as proposal dividends 6 mondhs after Court Approvai of the
Proposal from avaifable momes and as outlined in paragraph 0.

Q. Proposal Terms ~ Family Related

There are creditor clauns by famihes that can be idenafied in the following general categories:

Referals completed uc close o completed for various countrices.
+  Early siage files (with fees still due) without referrals for countries.

s Complewed files with ongotig reporting required.

-

No funds are anticipated to be paid to the families other than amounts noted below (Section 12) as

recovered from investigations.

Families are being requested to provide funds (“renewal fee payments™) and sign a enewal contract
lo restart the operations. These will be added to the funds seized by BDO at the date of bankrupicy

to provide (o the new management. The renewal fee payments are $2,000 in 2009 and $2,000 in
March 2010.

Any fees stitl due according to the Imagine Adoption agreements will have Lo be paid at the ime of
service for those familics identified as Early Stage files. This will be in addition to the renewal fee.

The viability of adoptions from all countries will be assessed by the restructured company. Should a
program through a particular country not be available, affected families will have the option of
transferring their adoption process to anothee country. They will maimtain the same status and
priority based on their application start date of their original program country,

Families with completed adoptions will not be required (o enter into a new agreement nor provide
any further conuact fee.  These fambies are expecied to be able 0 mapage future reporting
independent of Imagine Adoprion. A fee for service will be arranged and charged should further
{ile or reporting be required by these famities.

In the event by February 2010 this restructuring plan is not successful, the balance svailable of
renewal fee payments will be returned to contributing families on a pro rata basis.

14). Proposal Terms - ing of the Dividend Pa

BDO Dunwoudy Lumited as the Trustee of the proposal shall retain the funds required for the
amounts i paragraph 8 above from the furds seized at the date of bankruptcy. In thwe event the
new Board of Directors and/or management do not pay these amounts from regular operations af
the specified dates, BDO will disburse the funds  Alematevely. BDO will release the funds to
the now Board of Duectors and/or management upon recerving copres of cancelled chegues for
the payment of the specificd creditor dividend amounts.

it Proposal Terms - Ougeing Funding

The projections and cash flow of the new operations have beea prepared by the new monagement
team. These are avadable should creditors wish o review them. They were reviewed 1n detaid

by BEY ind the Inspevtors with the new management team
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EXHIBIT A

The projections for the new aperations include renewal fee payments as noted 1n Section 9
(52,000 plus $2,000), possible donauon activity as well as expense monitoring thar will be
required for the reinstated operations. There are, as always, uncerainties i projections. This is

why the Monitoriag Section below s crwical.

i2 Proposal Terms — Recovery of funds from Investigations and Payout

The Trustee. with a police investigation, is reviewing activity in the bank accounts of Imagine
Adoption and Saint Anne. [n the event there s any recovery of value from this work, the funds
will be held by the Trustee in the Bankruptcy or Proposal, These funds will be distnbuted 10
creditors identified at the date of bankruptcy (July 14, 20093 on a pro-rata dividend basis. The
funds would not be provided o a reinstated organization operating pursuant (o this proposal.

13 Tax Filings - Can ustoms and Revepue Agency/Ministry of Finance/

tmagine Adoption will file on a current basis post proposal all retums and remittances as
required by law to include specifically payroll source deduction, GST, PST, Corpotate returns.

Any liabilities associated with these post proposal filings shall be paid in full by Imagine
Adoption and in the ordinary course as required by law.

Eailure to conform 10 the foregoing requirements shali constitute a default under this Proposal of
which Canada Customs and Revenue Agency may advise the Trustee in writing, which, 1f
unremedied after 10 days from the date the notice is received by the Trustee, shail constitute a
defaull under the Proposal and the Proposal shall be deemed to be in default,

Any outstanding returns at the date of bankruptcy or filing of the proposal will be prepared and
filed with any amounts due to be inciuded in the ordinary trade creditors for proposal dividend
payment. There may be amounts payable in priority to ordinary crediors that will be identified
and paid if required Based on audits Lo date. no large amounts are expected.

14. Monitoring

The Trustee 15 hereby granted authority by magine Adoption and the creditors to monitor the
operations as outlined herein or as modified by the Proposal Inspectors. The purpose of the
ongotng monitoring 15 for the Trustee 10 review activity for compliance with the terms of this
propasal.  Any costs, dishursement. transaction of engagement made by lmagine Adoption,
considered at the sole discrenon of she Trustee 10 be outside the realm of ordinary operations or
i the bestonterests of the general body of creditors, shall be reported by the Trustee o the
Propasal inspectors for consideration as default under this Proposal.

Pursuant t the Bankruptcy and Insolvency Act. the Trustee 1s ot considered i any way o be in
a capacity of controlling the operavons of Imagine Adoption The creditors hereby acknowledge
that the monstoring and reporting of the Trustee shall consist of the review and questiorung of the

information presented by [magine Adopuon (o the Trustee,
Specific miestones and priotiies to be monstored meiude the totlowing:

Boatd meching minotes wilt be made aviniabie 1o the required parties as per the bylaws
# Insgine vdupGon within S business days of any meetings  These may be cicutated
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exXHiBlT A

by the viganizaton, However, in addiron, copies witl be provided o the Monitor for
posting on the Imagine Adoption bankruptcy web site.

Board meenngs will occur at a munirmum of once every 1 weeks durmg the proposal
period.

Advisory Commultee meetings will be circulated in the same manner as Board minutes
There will be a requied munimum number of renewal agreements and payments. This
restructuring plan will fail withouwt the majority of the 350 families renewing. The
number of renewal agreements will be reporied weekly following October |, 2009 10

assess if enough famlies are particopatmg.
Assessment of sdoption programs for ali countries o be completed as soon as possible

and no later than February 2010
Assessment of the fong term nead far a transitten home including related costs. To be

considered by February 1, 2010
Assessment of orphanage relationships, ongoing needs, financial requirements and other

tssues. To be considered by February 1, 2010.
Review of actual monthly costs of operations compared to projections for first three

months to December 31, 2009, To be completed by January {5, 2010.
Review of progress on family matching to be completed for first six months of
operations to March 31, 2010, To be completed by April |5,

The ongoing role of the monior will be reviewed after June 30, 2010. The operations and
activities during that time should indicate if this proposal has long term feasibitity. The
discharge of the monitor and completion of the proposal is anticipated at that {ime subject o the

resuits.

15 Inspectors

Al 2 meeung of ordinary creditors and preferred creditors (0 consider this proposal, such
creditors may appoint up to five Proposal Inspectors whose powers shall be

1o advise the trustee from time-lo-time on any matter the trusice may refer to

ta)
them: and,
{b) to approve on behalf of the creditors any decision of the Trustee relating to any

matter not contained in this Proposal which the Trustee may refer o them from nme-to-
ume, mcluding but not linuted to the foregoing, any extension of time of payment by the
debtor 10 the Truster or dividend to the creditors as required under this Proposal.

The Trustee shall noufy the Proposal Inspectaes of any event of default of which the Trustee
becomes aware of and the Trustee shall hold a meeting of Proposal Inspectors following such
notice for the purpose of obtammmng the instructions of the Proposal Inspectors with respect 1o
such event of defaull. Any decision, direction or act of the Proposal Inspectors may be referred
o the Court by the trustee and the Court may confiem, reverse or modidy the decision, direction
ar act of the Proposal Inspectors and make such orher order as it thinks just

6. Administration Fees nnd Expenses

A1) ewpenses and disbursenwenis of the Trustee i and incrdemat 1o the proceedings ansing out of
the Froposal plus afl fees of the trusiee shall be pasd m prioriy w0 sl clums (Preferred Crediors,
Post fitmg Creduors, Ordinary Crediers. Canada Customs and Revenue Agency. any others) The
Trustee may draw as fees from tme-wo-ome subject to Proposal Inspector approval or approval by
xauon of such (ees by the Court, In the event of any Jdetamut under the terms of (s Proposal, ali
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exXHIBIT A

such fees and cxpenses as described herein shath remarn s Trustee's fees and be paid in griority (0
all chrims, The Trustee fees shall be based on the time expended and charged by the Trustee at its

normal billing rates as set from time-to-time.

An anount of $50,000 will be retamed by the Trustee from funds hetd m the bankrupt estate for
purposes of paying fees as outiined in this paragraph.

£7. BDO Dunwoody Limited

BDO Dunwoody Limited shall be the Trustee under this proposal and upon payment of the
dividends provided for in this propesal and compietion of the monitoring, the Trustee will be
entitled (o be discharged from its obligations under the terms of this Proposal. The Trusiee is
acting in its capacity as Trustee under this Proposal and not in its personal capacity and shail not
be responsible or liable for any obligations of Imagine Adoption.

DATED at Kitchener the 3rd™ day of September, 2009,

KIDS LINK INTERNATIONAL ADOPTION AGENCY O/A IMAGINE ADOPTION

Restructuring Board Chair

Witness
Scott Farreli

800 Dunwoody Limited

Trustee in Bankruptcy of Imagine Adoption
Susan E. Taves, CA-CIRP

Senjor Vice President

g

itness
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XHIBIT A

such fees and expenses as described herein shall remain as Trustee’s fees and be paid in pncmty w0
ali ciaims. The Trustee fees shall be based on the time expended and charged by the Trustee at its

normal billing rates as set from time-to-time.

An amount of $50,000 will be retained by the Trustee from funds held in the bankrupt estate for
purposes of paying fees s outlined in this paragraph.

17. BDQ Daunwoody Limited

BDO Dunwoody Limited shall be the Trustee under this proposal and upon payment of the
dividends provided for in this proposal and completion of the monitoring, the Trustee will be
cntitled o be discharged from s obligations under the terms of this Proposal. The Trustee is
acting in its capacity as Trustee under this Proposal and not in its personal capacity and shall not

be responsible or hable for any obligations of Imagine Adoption.

DATED at Kichener the 3rd™ day of September, 2009.

KIDS LINK INTERNATIONAL ADOPTION AGENCY O/A MAG]NE ADOPT[

/“-#/ /,»

W unc)r Rcslrucrurmg Board Chalr
Scott Farrell

BDO Dunwoody Limited

Trustee in Bankruptcy of Imagine Adoption
Susaa E. Taves, CA~CIRP

Senior Vice President

Wimess
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EXHIBIT A

EXHIBIT A

1. Defined Terms

In and for the purposes of this Proposal, the various terms have the defined meaning:

() “Act” means the Bankruptey und Insolvency Act (Canada), R.S.C. 19853, ¢. B-3,
as amended:

“Adniinistration Fees and Expenses’” means the fees and expenses incurred by
or an behalf of the Trustes, as more particularly described in paragraph 9 of this

Proposal;

(11}

“Bankruptcy Inspectors” means the person appointed or elected as inspectors
on July 30, 2009 or any replacement Inspector, pursuant (o the Act for the

Bankruptcy proceedings.

"Debtor’ means KIDS LINK INTERNATIONAL ADOPTION AGENCY O/A
IMAGINE ADOFPTION;

(it

(v}

"Court' means the Ontarto Court of Justice (General Division) in Bankruptcy;

"Date of the Proposal™ means September 4, 2009, being the date on which the

{v1)
Proposal is filed with the Official Receiver in accordance with the Act;

"Ordinary Creditors"' means those persons with unsecured claims as at the Date
of the Proposal which are proven in accordance with the Act and which are not
secured or preferred under or pursuant (o the Act;

{vil)

"Preferred Creditors’ means those creditors of ihe Debtor whose claims are
entitled to e paid in priority (o the claims of Ordinary Creditors as provided in

Section 136 of the Act;

(V1)

{ix) "Proposal Inspectors’ means the person appointed or elected as Inspectors
pursuant to the Act in respect of this Proposal for the Debtors;

“Secured Creditors’ means those crediors of the Debtor who hold valid and
enforceable mortgages, charges. lens, securny interests and other cncumbrances

iganst any of the propenty or assets of the Debtory:

Fruse Accoumt’ means 1 Trust Accoumt o be established by the Trustee
forthw ith foflowing rpproval by the Count of their Proposal,

RSE “Trustee’” means BDO Dunwoody Limited of s duly appomted successor
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Kids Link International Adoption Agency
of the City of Cambridge, in the Regional Municipality
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ORDER APPROVING PROPOSAL
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