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I.

INTRODUCTION

1.

On September 30, 2020 (the “Filing Date”), on application by Creditloans Canada
Financing Inc. (“Financing Inc.”) and Creditloans Canada Capital Inc. (“Capital
Inc.”, and together with Financing Inc., “Creditloans” or the “Companies”) the
Honourable Madam Justice Fitzpatrick of the Supreme Court of British Columbia
(the “Court”) made an Order (the “Initial Order”) granting the Companies
protection from their creditors pursuant to the Companies’ Creditors Arrangement
Act, RSC 1985 c. C-36, as amended (the “CCAA”). Under the Initial Order, BDO
Canada Limited (“BDO”) was appointed monitor of the Companies (in such
capacity, the “Monitor”).

2.

Capitalized terms not otherwise defined herein have the meanings ascribed to them
in the Initial Order.

3.

Among other things, pursuant to the Initial Order the Court granted:
a. an initial stay of proceedings (the “Stay”) in favour of the Companies
through to October 9, 2020; and
b. a charge over the Companies’ assets to stand as security for payment by the
Companies of the professional fees and disbursements of the Companies’
legal counsel, the Monitor and legal counsel to the Monitor, in an aggregate
amount not to exceed $100,000 (the “Administration Charge”).

4.

A portion of the relief sought on the application for the Initial Order was adjourned
until 9:00 a.m. on October 2, 2020 (the “ARIO Hearing”), at which time the
Companies are seeking an Amended and Restated Initial Order (the “ARIO”) which
is proposed to include the following additional terms:
a. authorization for Financing Inc. to borrow up to $2,500,000 pursuant to a
DIP Commitment Letter dated September 29, 2020 (the “DIP Commitment
Letter”) between Financing Inc., as borrower, Capital Inc., as guarantor, and
JWC Opportunities Fund Inc. (“JWC”), as lender (in such capacity, the
“Interim Lender”), with a maximum of $1,000,000 to be advanced before
October 9, 2020;
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b. the granting of a charge on the Companies’ assets to stand as security for the
Companies’ obligations to the Interim Lender under the DIP Commitment
Letter (the “Interim Lender’s Charge”); and
c. the granting of a charge on the Companies’ assets in favour of the directors
and officers of the Companies to stand as security for the Companies’
obligation to indemnify the directors and officers for any liabilities they may
incur in such capacity during these proceedings (the “D&O Charge”), up to
the maximum principal amount of $200,000.
5.

The Companies intend to seek an extension of the relief granted under the ARIO,
including an extension of the Stay, by way of further application to the Court to be
heard on or before October 9, 2020.

II.

PURPOSE

6.

This report (the “First Report”), is a limited report filed for the purpose of advising
the Court with respect to:
a. the activities of the Monitor since the Filing Date;
b. background information with respect to the Companies’ business and
operations; and
c. the Monitor’s comments and recommendations (as applicable) with respect
to:
i. the Companies’ cash flow forecast prepared in accordance with
section 10(2) of the CCAA (the “Cash Flow Forecast”)
ii. the proposed interim financing arrangements; and
iii. the reasonableness of the amounts and relative priority of the
Administration Charge, D&O Charge, and Interim Lender’s Charge
(collectively, the “Court Ordered Charges”).
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III.

TERMS OF REFERENCE AND DISCLAIMER

7.

In preparing this First Report, the Monitor has been provided with, and has relied
upon, certain audited and unaudited financial information, certain books and records
of the Companies, including the Affidavit of Nathan Slee (the current Chief
Executive Officer of Financing Inc.) dated September 29, 2020 (the “Slee
Affidavit”), made in support of the Initial Order, and discussions with the
Companies’ management (“Management”) and Creditloans’ legal counsel
(collectively the “Information”).

8.

The Monitor has reviewed the Information for reasonableness, internal consistency
and use in the context in which it was provided. The Monitor has not audited,
reviewed or otherwise attempted to verify the accuracy or completeness of such
information in such a manner that would wholly or partially comply with standards
as set out in the Chartered Professional Accountants Canada Handbook (the “CPA
Handbook”) and, accordingly, the Monitor expresses no opinion or other form of
assurance in respect of such Information

9.

Some of the Information referenced in this First Report relates to weekly cash flow
forecasts, projections and related assumptions. An examination or review of cash
flow forecasts, projections and related assumptions as outlined in the CPA Handbook
has not been performed.

10.

The Cash Flow Forecast, representing future oriented financial information, is based
on Management’s assumptions regarding future events. Actual results will vary
from the Cash Flow Forecast and such variations may be material.

11.

All monetary amounts contained herein are expressed in Canadian dollars.

IV.

BACKGROUND INFORMATION

12.

Financing Inc. is the Companies’ operating entity is primarily engaged in sourcing,
originating and servicing consumer loans to individuals unable to secure loans from
traditional sources.
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13.

The Monitor understands that all of the issued and outstanding common shares in
the capital of Financing Inc. are held by 15 individuals, corporations or family trusts.
Financing Inc. also has three classes of preferred shares outstanding that were issued
and sold through private placements.

14.

Capital Inc. was incorporated for the purpose of issuing bonds, the proceeds of
which were advanced to Financing Inc. and used (in part) to fund Financing Inc.’s
loan originations and operational expenses. Capital Inc. has no active business or
operations. All shares of Capital Inc. are held by a single shareholder.

15.

The Companies’ operations are headquartered in Vancouver, British Columbia.
Finance Inc. currently employs between 60 and 70 people, while Capital Inc. has no
employees.

16.

Financing Inc.’s primary assets include: (a) intellectual property, comprising a
proprietary customer analysis algorithm for the purposes of granting credit; and (b)
loans receivable.

17.

Financing Inc.’s business process includes the origination of loans, which are then
bundled based on the month of origination and either sold to or used as collateral for
loans from various companies (the “Loan Funders”). Financing Inc. continues to
manage the loans it has sold or securitized, with proceeds from those loans being
paid to the Loan Funders in accordance with their agreements with Financing Inc.

18.

The foregoing description of the transactions between Financing Inc. and the Loan
Funders (the “Funding Transactions”) is not intended to be descriptive of their
legal nature. Specifically, there is, to the Monitor’s understanding, uncertainty
regarding whether certain of the Funding Transactions involve an outright sale of
the applicable loans such that Financing Inc. has no continuing interest in them, or
whether those transactions create only a security interest in the applicable loans in
favour of the applicable Loan Funders.

19.

Depending on how the Companies’ restructuring develops, it may be necessary for
the Monitor to obtain an opinion from its legal counsel regarding the nature of the
various types of Funding Transactions.
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20.

The Companies have indicated that the Loan Funders are an essential part of
Financing Inc.’s business as their ongoing provision of funding is essential for the
continuation of Financing Inc.’s business and its business model generally.

21.

Financing Inc.’s revenues consist primarily of: (i) funds advanced from the Loan
Funders; (ii) service fees payable by certain of the Loan Funders in relation to the
ongoing management of loans; (iii) in respect of certain loans, the interest paid on
those loans to the extent it exceeds the amount of interest to be paid to the Loan
Funders with an interest in those loans; and (iv) any residual payments remaining
on the loans after the Loan Funds have been repaid.

22.

Financing Inc.’s primary expenses (apart from wages) consist of amounts payable
to the Loan Funders under the various agreements with those parties.

23.

Another key expense for Financing Inc. consists of bad loans, although in certain of
its loan sale agreements, the Loan Funders assume all risks with regards to such
loans. Management advises that due to the Financing Inc.’s algorithms for granting
credit, it has historically had a low loan loss rate that is consistently better than the
industry average.

24.

For a number of reasons, including an historically high cost base, high cost of capital
and lower than required origination rates, Financing Inc. has sustained continued
losses since its inception with a cumulative net deficit on its balance sheet to March
31, 2020 of $29 million.

25.

Management advises that prior to the current Covid-19 pandemic that began in the
first quarter of 2020 (the “Pandemic”), the Companies were approaching the breakeven point on operational activities. However, the Pandemic has impacted the
origination of loans, and therefore has severely impeded the Companies’ cash flow.

26.

As Capital Inc. has no income of its own, it is unable to meet its obligations to the
holders of the bonds that it has issued unless Financing Inc. repays the amounts
advanced to it by Capital Inc. As at September 30, 2020, Capital Inc. has liabilities
to its bond holders totalling approximately $9.4 million.
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27.

In light of the economic impact of the aforementioned factors and the uncertainty as
to when circumstances may improve, Management has determined that the
Companies cannot sustain operations and must pursue restructuring alternatives.

28.

Consequently, the Companies sought a stay of proceedings under the CCAA to allow
the opportunity to obtain interim financing and continue lending operations while
working with its stakeholders to formulate a restructuring plan with a view to
maximizing asset value for the benefit of all stakeholders.

V.

INITIAL ACTIVITIES OF THE MONITOR

29.

Since the commencement of these CCAA proceedings, the Monitor has:
a. established a website at: https://www.bdo.ca/en-ca/extranets/creditloans/
(the “Website”) and uploaded the Initial Order and the documents filed in
these proceedings to the Website;
b. issued notice of these proceedings (the “Creditor Notice”) to all known
creditors of the Companies. In the Creditor Notice, creditors are directed to
the Website to obtain copies of the Initial Order, and a listing of known
creditors and amounts due as estimated by Management. The Creditor Notice
encourages creditors to refer back to the Website regularly for updates as to
the status of these proceedings. A copy of the Creditor Notice is attached as
Appendix “A”;
c. filed the statutory Forms 1 and 2 containing certain prescribed information
regarding the proceedings with the Office of the Superintendent of
Bankruptcy; and
d. reviewed the terms of the Initial Order with Management as they relate to
the administration of pre-filing and post-filing payment obligations.
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VI.

CASH FLOW FORECAST

30.

In accordance with section 10(2) of the CCAA, Management has prepared the Cash
Flow Forecast for the period of September 28, 2020 through to December 27, 2020
(the “Initial Forecast Period”). The Cash Flow Forecast, a copy of which is
attached to this First Report as Appendix “B”, has been updated from the version
attached as Exhibit “V” to the first affidavit of Nathan Slee sworn on September 29,
2020 to reflect adjustments to professional fees as a result of more recent discussions
among the Monitor, the Companies and the Companies’ legal counsel.

31.

The Cash Flow Forecast has been prepared by Management with the assistance of
the Monitor using the probable and hypothetical assumptions set out in the
accompanying notes and is intended to demonstrate the Companies’ plan to fund
their operations through the Initial Forecast Period.

32.

A summary of the Cash Flow Forecast is set out below:
$ Cdn

Cash Inflows
Cash Inflows from Loan Portfolio
Advances From CHP
Profit Share - CPL

Total Inflows

9,084,646
3,705,000
150,000
12,939,646

Cash Outflows
Payroll
Professional Services
Accounts Payable
Participation - CHP
Participation - MAC
Participation - PB
Securitization - CHP
Borrowing base - CHP
Securitization - MAC
Securitization - ACF
ACF Promissory & Credit Enhancement Interest
Insurance premiums
Originations

1,232,799
330,000
813,453
287,794
90,132
236,881
4,923,600
1,586,433
88,870
103,470
380,487
548,153
3,880,500

Total Outflows

14,502,572

Net Cash Flow

(1,562,926)

DIP Funding

Net Cash Flow after DIP Funding

Opening cash balance
Closing cash balance

2,000,000

437,074

$760,000
$1,197,074
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33.

The Monitor has reviewed the reasonableness of the Cash Flow Forecast in
accordance with section 23(1)(b) of the CCAA and wishes to highlight the following
significant points:
a. the Cash Flow Forecast contemplates a net cash outflow of approximately
$1.6 million over the Initial Forecast Period before accounting for Debtor in
Possession Financing (the “DIP Funding”);
b. as discussed later on in this First Report, up to $2.5 million of DIP Funding
is expected to be made available to the Companies during these proceedings;
however, only up to $1.0 million is estimated to be required by the
Companies’ prior to October 9, 2020;
c. the Cash Flow Forecast contemplates that during the Initial Forecast Period,
$2 million of the available DIP Funding will be needed, leaving $500,000
for DIP Funding costs (as discussed below) and a cushion for any negative
variances in the Cash Flow Forecast;
d. the Cash Flow Forecast contemplates the suspension of payments to regular
unsecured creditors and bond holders during the Initial Forecast Period; and
e. The “Opening Cash Balance” contemplates outstanding cheques clearing the
respective accounts.

34.

Our review of the Companies’ financial situation consisted of inquiries, analytical
procedures and discussions related to the information and assumptions provided to
us by Management. Since hypothetical assumptions need not be supported, the
Monitor’s analysis of such assumptions was limited to evaluating whether they were
consistent with the purpose of the Cash Flow Forecast. We have also reviewed the
supporting documents provided by Management for the probable assumptions and
the preparation and presentation of the Cash Flow Forecast.

35.

Based on our review, nothing has come to the Monitor’s attention that causes us to
believe that, in all material respects:
a. the hypothetical assumptions are not consistent with the purpose of the Cash
Flow Forecast;
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b. as of the date of this First Report, the probable assumptions developed by
Management are not suitably supported and consistent with the current plans
of the Companies or do not provide a reasonable basis for the Cash Flow
Forecast, given the hypothetical assumptions; and
c. the Cash Flow Forecast does not reflect the probable and hypothetical
assumptions.
36.

The Cash Flow Forecast is based on assumptions regarding future events and actual
results will vary from the information presented, even if the hypothetical
assumptions occur, and such variations may be material. Accordingly, the Monitor
expresses no assurance or representations as to whether the Cash Flow Forecast will
be met and expresses no opinion or other form of assurance with respect to the
accuracy of any financial information presented in this First Report. The Cash Flow
Forecast has been prepared solely for the purpose of reflecting the Companies’ plan
to fund their operations in the short term and readers are cautioned that it might not
be appropriate for other uses.

37.

A letter containing the prescribed representations of the Companies regarding the
preparation of the Cash Flow Forecast is attached to this First Report as Appendix
“C”.

VII.

COURT-ORDERED CHARGES

38.

The Monitor understands that at the ARIO Hearing the Companies’ will be seeking
orders granting the Court-Ordered Charges, in respect of which the Monitor can offer
the following comments:

Administration Charge
39.

Under the Initial Order, the Court granted the Administration Charge in the amount
of $100,000. The charge attached to all of the Companies’ assets in priority to all
other security interests, trusts, liens, charges and encumbrances, and claims of
secured creditors, statutory or otherwise (collectively, "Encumbrances"). The
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Companies now seek to increase the amount of the Administration Charge $300,000.
40.

The Monitor is supportive of the Companies’ application to increase the
Administration Charge. The Monitor notes that it is customary in restructuring
proceedings to ensure that professionals can perform their services without concern
for payment of their fees and costs. The Companies’ legal counsel, the Monitor and
its legal counsel each have key roles in the Companies’ efforts to complete a
successful restructuring. In this case, given the Companies’ historic financial
difficulties and uncertainty regarding Financing Inc.’s ongoing ability to access
traditional sources of revenue, there is a risk that the Companies may, at some point,
be unable to continue paying the professionals for their services. The Monitor has
considered the professionals involved in these proceedings, the potential
complexities thereof, and the anticipated services required to be performed, and, for
the foregoing reasons, is of the view that the proposed quantum of the
Administration Charge is reasonable and appropriate.

Interim Financing and the Interim Lender’s Charge
41.

The Companies require the proposed DIP Funding in order to carry on business
during the Initial Forecast Period. The Companies have negotiated and entered into
the DIP Commitment Letter with JWC, subject to Court approval.

42.

Mike Veldhuis, a director of Financing Inc. and the brother-in-law of Financing
Inc.’s CEO, Nathan Slee, has guaranteed the obligations of Financing Inc. under the
DIP Commitment Letter.

43.

The DIP Commitment Letter contemplates borrowings of up to $2.5 million. A copy
of the DIP Commitment Letter dated September 29, 2020 is attached as Exhibit "Z"
to the Slee Affidavit, the salient terms of which are:
a. a maximum credit amount of up to $2.5 million advanced in minimum
increments of $250,000;
b. an interest rate of 12% per annum, calculated monthly, and, in any event,
that interest not equal less than $150,000 under the term of the DIP
Commitment Letter;
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c. a commitment fee equal to 2% of the maximum credit amount, or $50,000;
and
d. a maturity date upon the earlier of:
i. a repayment demand from the Interim Lender upon an act of default;
ii. the implementation of a plan of arrangement under the CCAA;
iii. the sale of all or substantially all of the Companies’ assets; or
iv. March 31, 2020. or some later date that may be agreed upon by the
parties.
44.

As noted above, the Cash Flow Forecast contemplates that during the Initial Forecast
Period, only $2 million of the available DIP Funding will be required. The remaining
$500,000 of available funds allows for the following:
a. interest, fees, and costs payable to the Interim Lender under the DIP
Commitment Letter; and
b. negative variances in the Cash Flow Forecast for contingencies such as
continued business challenges caused by the Pandemic.

45.

It is the Monitor’s understanding that JWC is the only party that has been formally
contacted as a potential lender for these proceedings as the Companies are of the
view that an external party would not be prepared to advance interim financing on
the terms offered by JWC. This is due, in part, to the uncertainty regarding the
Funding Transactions and Financing Inc.’s interest, if any, in the loans that are the
subject of those transactions.

If Financing Inc. has no ongoing interest in a

significant number of those loans, the Companies’ assets base must be significantly
discounted such that it would consist of only the residuals of those loans (which are
available at the tail end of successful collections of those loans) and some minimal
unsold loans valued at approximately $250,000.
46.

In light of the foregoing, the Monitor is of the view that the terms of the DIP
Commitment Letter are commercially reasonable in the circumstances.
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47.

The Interim Lender’s Charge shall rank second in priority as a charge against the
Companies’ assets, and in priority to the D&O Charge, except where certain Loan
Funders have secured interests against certain of the Companies’ assets as they relate
to specific loan purchase agreements (the “Loan Funders’ Encumbrances”).
Relative to the Loan Funders’ Encumbrances, the Interim Lender’s Charge will rank
behind the D&O Charge, except where the Loan Funders’ Encumbrances secure: (i)
certain amounts due to certain Loan Funders as at August 31, 2020 (the “Collections
Arrears”); or (ii) in the case of ACF Financial Limited Partnership, any
indebtedness other than the indebtedness due to that company under a specific
receivables purchase agreement (the “Excluded ACF Indebtedness”).

48.

In light of the foregoing, the Monitor is of the view that the requested Interim
Lender’s Charge is appropriate in light of the anticipated funding requirement.

D&O Charge
49.

At the ARIO Hearing, the Companies will be seeking an order granting the D&O
Charge up to the maximum amount of $200,000. The D&O Charge is proposed to
rank ahead of all Encumbrances, but behind the Interim Lender’s Charge except with
respect to the Loan Funders’ Encumbrances.

50.

The Monitor understands that the Companies’ directors and officers require the
comfort of the D&O Charge while they manage the Companies through these
proceedings. The quantum of the revised proposed D&O Charge, established in
consultation with the Monitor, is approximately equivalent to one gross bi-weekly
payroll based on the current number of employees.

51.

In light of the foregoing, the Monitor is of the view that the proposed D&O Charge
is reasonable and appropriate.

52.

The Monitor understands that the Companies had previously maintained Directors
& Officers insurance, however it expired on September 30, 2020.

VIII. CONCLUSION
53.

The Monitor has reviewed the materials filed by the Companies in support of the
Initial Order, and has consented to act as the Monitor.
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54.

The Monitor is of the view that the Court-Ordered Charges being sought by the
Companies are reasonable and appropriate for the reasons set out in this First Report,
and is supportive of the relief sought by the Companies at the ARIO Hearing,
including, without limitation, the Companies’ application for interim financing.

All of which is respectfully submitted this 1 st day of October 2020.
BDO Canada Limited
in its capacity as the Monitor of Creditloans Canada Financing Inc. and Creditloans
Canada Capital Inc. and not in its personal or corporate capacity
Per:
Jervis Rodrigues
Senior Vice President

Tel: 1 604 688 5421
Fax: 1 888 387 0427
www.bdo.ca

BDO Canada Limited
Licensed Insolvency Trustees
600 – 925 West Georgia Street
Vancouver, BC V6C 3L2 Canada

October 1, 2020
To the Creditors of Creditloans Canada Financing Inc. and Creditloans Canada Capital Inc.
(collectively, “Creditloans”)
Dear Sirs/Mesdames:
Re: Proceedings under the Companies’ Creditors Arrangement Act
TAKE NOTICE that on September 30, 2020, an Order (the “CCAA Initial Order”) was granted by the
Honourable Madam Justice Fitzpatrick of the Supreme Court of British Columbia (the “Court”)
pursuant to the Companies’ Creditors Arrangement Act (the “CCAA”) granting Creditloans various
relief including, but not limited to, the imposition of an initial Stay of Proceedings against Creditloans
and their assets through to October 9, 2020. The Court appointed BDO Canada Limited as the monitor
of Creditloans (the “Monitor”).
Pursuant to the CCAA Initial Order, Creditloans is to continue to carry on business in a manner
consistent with the commercially reasonable preservation of its business while it considers and
pursues restructuring alternatives.
The CCAA Initial Order provides that claims against Creditloans in relation to obligations arising prior
to September 30, 2020, including for goods and services supplied to Creditloans prior to that date,
are suspended, and creditors are prohibited from continuing or taking any actions or exercising any
rights against Creditloans except with leave of the Court. You are not required to file a proof of
claim at this time.
A copy of the CCAA Initial Order and a list of the names and electronic addresses of Creditloans’
creditors and amounts due to creditors as estimated by the management of Creditloans can be
found on the Monitor’s website at https://www.bdo.ca/en-ca/extranets/creditloans/ (the
“Website”) or by contacting the Monitor directly. Additional materials will be posted to the
Website from time to time and creditors are encouraged to check the Website regularly for updates
as to the status of the proceedings. A portion of the relief sought on the September 30, 2020
application was adjourned until October 2, 2020. A subsequent Court application to seek an
extension of the relief granted is scheduled for October 9, 2020.
Should you have any questions or concerns, please contact Mr. Daniel Shouldice, of McMillan (counsel
for Creditloans), at 604-691-6858 or Daniel.Shouldice@mcmillan.ca, or Mr. Ilya Margulis, of the
Monitor, at 604-646-4395 or imargulis@bdo.ca.
Yours truly,
BDO Canada Limited
in its capacity as the Court Appointed Monitor in the
CCAA proceedings of Creditloans Canada Financing Inc.
and Creditloans Capital Inc. and not in its personal capacity

Per:

Ilya Margulis
Vice President

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
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12,939,646

9,084,646
3,705,000
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$ Cdn

This statement is to be read in conjunction with the attached notes/assumptions.

Creditloans Canada Financing Inc.

Approved on October 1, 2020 by:

The information provided in the cash flow statement has been prepared by Creditloans Canada Financing Inc. Since the cash flow statement is based on assumptions regarding future events, actual results may differ from the information presented
even if the hypothetical assumptions occur, and the variations may be material. Accordingly no party (including BDO Canada Limited), expresses assurance as to whether the cash flow statement will be achieved and no opinion or other form of assurance with
respect to the accuracy of any financial information presented or relied upon.

$1,746,007

$760,000

$1,746,007

Opening cash balance
Closing cash balance

-$214,396

1,000,000

$986,007

$

-$1,214,396

$1,824,838

$0
$150,000
$13,600
$55,739
$17,511
$87,064
$852,773
$233,547
$16,194
$34,965
$126,827
$0
$236,619

$610,442

$610,442
$0
$0

Net Cash Flow after DIP Funding

-

$986,007

Net Cash Flow

DIP Funding

$610,319

$197,803
$0
$126,155
$0
$0
$0
$0
$0
$0
$0
$0
$0
$286,362

$1,596,326

$900,233
$696,093
$0

Week 2

Week 1

Total Outflows

Payroll
Professional Services
Accounts Payable
Participation - CHP
Participation - MAC
Participation - PB
Securitization - CHP
Borrowing base - CHP
Securitization - MAC
Securitization - ACF
ACF Promissory & Credit Enhancement Interest
Insurance premiums
Originations

Cash Outflows

Total Inflows

Cash Inflows from Loan Portfolio
Advances From CHP
Profit Share - CPL

Cash Inflows

Weekly

Weekly

Creditloans Canada Financing Inc.
Cash Flow Forecast
For the 13 week period of September 28, 2020 - December 27, 2020
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Creditloans Canada Financing Inc.
Cash Flow Forecast Assumptions
For the 13 week period of September 28, 2020 - December 27, 2020
General:
1. The purpose of this cash flow forecast is to set out the liquidity requirements of Creditloans
Canada Financing Inc. during the CCAA proceedings.
2. Creditloans Canada Capital Inc. is not included in this forecast as it is assumed that for the
duration of the restructuring there will be no activity within that company.
3. The information provided in the cash flow statement has been prepared by Creditloans Canada
Financing Inc. based on unaudited information. Since the cash flow statement is based on
assumptions regarding future events, actual results may differ from the information presented
even if the hypothetical assumptions occur, and the variations may be material. Accordingly no
party (including the proposed Monitor, BDO Canada Limited) expresses assurance as to whether
the cash flow statement will be achieved and no opinion or other form of assurance with
respect to the accuracy of any financial information presented or relied upon.
4. Opening cash balance reflects the approximate opening balance on September 28, 2020. As the
bank balance fluctuates, a rounded number has been used for the purposes of the forecast.
Cash Inflows:
1. Existing loan portfolio
a. These cash flows are coming from the amortization schedules of Creditloans Canada
Financing Inc.’s loan management systems. Two factors are then layered on to
approximate what the expected cashflows would be.
i. Loan loss assumptions based on historical loan performance
ii. Prepayment assumptions based on historical prepayment curves.
2. New loan originations
a. Based on the previous two months what originations would be moving forward with the
following adjustments:
i. Expected yields for interest rate, admin fees and insurance premiums. These
assumptions are based on all originations to date in 2020.
ii. Layering on loan loss assumptions based on historical loan performance
iii. Layering on prepayment assumptions based on historical prepayment curves
Cash Outflows:
1. Payroll – this is based on current payroll and the anticipation of a couple of backfill positions and
potentially lifting the 12.5% pay cut that the senior people at the Company took at the outset of
the pandemic.
2. Payables – this relates to all payables that are either fixed or variable (per loan or application)
on a go forward basis.
3. Professional Services - $35,000/month or $17,500 every two weeks for the fees going through
the CCAA process.
4. Participation Payments – This amount is coming off the amortization tables within Creditloans
Canada Financing Inc.’s loan management systems the funds in this program that come in as
inflows are shown here as outflows on a 1:1 basis. No loan losses curves are applied as the
financier takes on all the risks and rewards of these loans.
5. Securitization and Borrowing Base – All of the cashflows generated from principal loan
repayment from these vintages gets distributed to the financier. The cashflows generated from
interest and non-interest revenue is first used to pay the interest rate on the facilities at 15.5%
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for CHP and 16% for ACF & MAC the remainder of the cashflow stays with the Company
(difference between the cash inflow and cash outflow)
6. ACF Promissory Note and Credit Enhancement Facility – the cash outflow is only taking into
account the 18% interest rate that is owing on the facilities and no principal repayment until
after the restructuring is complete.
7. Insurance Premiums – this relates to 50% of the insurance that is collected from customers and
is remitted on the 15th of every month. This is coming from the amortization table and the
expected insurance premiums that are expected to be collected on new originations.
8. Originations – is assumed to be at $1,300,000 for the next 3 months which is inline with
originations over the past 2 months. The funding for these originations will be done by CHP
and/or ACF.
DIP Funding
1. DIP Funding is estimated to be received on an as needed basis. DIP lender expects to be able
to fund within two business days. The forecast contemplates that during the Initial Forecast
Period, $2 million of the available DIP Funding will be needed, leaving another $500,000
available for DIP Funding costs (as discussed below), variances in the cash flow or for potential
future forecast periods;
2. Fees associated with the DIP Funding are as follows:

a. an interest rate, of 12% per annum, calculated monthly, and in any case not
less than $150,000; and
b. a commitment fee equal to 2% of the maximum credit amount, or $50,000.
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BDO CANADA LIMITED
600-925 W Georgia St
Vancouver, B.C. V6C 3L2
Canada
Attention: Jervis Rodrigues
October 1, 2020
Dear: Mr. Rodrigues
Re: Proceedings under the Companies’ Creditors Arrangement Act (“CCAA”)
In Connection with the original application of Creditloans Canada Financing Inc. (the
“Company”) under the CCAA, the management of the Company (“Management”) has prepared
the attached Cash Flow Forecast (the “Forecast”) and underlying assumptions upon which the
Forecast is based.
Management hereby acknowledges the following:
1) The cash-flow statement is the responsibility of the management of the Company.
2) All material information relevant to the cash-flow statement and to the underlying
assumptions has been made available to BDO Canada Ltd. in its capacity as Monitor; and
3) Management has taken all actions that it considers necessary to ensure:
a) That the individual assumptions underlying the cash-flow statement are appropriate in
the circumstances; and
b) That the assumptions underlying the cash-flow statement, taken as a whole, are
appropriate in the circumstances.
c) That all relevant assumptions have been properly presented in the cash-flow statement
or in the notes accompanying the cash-flow statement.
4) Management understands and agrees that the determination of what constitutes a material
adverse change in the projected cash flow or financial circumstances, for the purposes of
our monitoring the on-going activities of the Debtor, is ultimately at your sole discretion,
notwithstanding that Management may disagree with such determination.
5) Management understands its duties and obligations under the Companies’ Creditors
Arrangement Act and that a breach of these duties and obligations could make the
Company’s Management liable to fines and imprisonment in certain circumstances.
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6) Management’s responsibility extends beyond ensuring that individual assumptions used to
prepare the Cash-Flow Statement are appropriate in the circumstances to ensuring that the
assumptions as a whole are appropriate; and
7) The cash-flow statement and assumptions has been approved by the Board of Directors or
by Senior Management duly delegated and authorized by the Board of Directors.

DATED at Vancouver, British Columbia this 25th day of September, 2020.
Creditloans Canada Financing Inc.
____________________________

