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INTRODUCTION

1.

Capitalized terms not otherwise defined herein have the meanings ascribed to them in the
Companies’ application materials and previous reports made by the Monitor. For
convenience, a glossary of terms is attached as Appendix “A”.

2.

On September 30, 2020, 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 was appointed monitor of the Companies (in such
capacity, the “Monitor”).

3.

The Initial Order provided for, among other things:
(a)

a stay of proceedings against all creditors of the Companies (the “Stay”) through
to October 9, 2020; and

(b)
4.

the Administration Charge.

On October 2, 2020 (the “ARIO Hearing”), the Court confirmed and extended the terms
of the Initial Order by granting an Amended and Restated Initial Order (the “ARIO”),
which provided for, among other things:
(a)

the D&O Charge;

(b)

an increase in the amount of the Administration Charge to $300,000; and

(c)

authorization for Financing Inc. to borrow under the DIP Commitment Letter
(along with the corresponding Interim Lender’s Charge), with a maximum of
$1,000,000 to be advanced thereunder before October 9, 2020.
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On October 9, 2020, the Court granted two orders that provided, among other things:
(a)

First, that the Stay be extended to December 4, 2020 (the “Stay Extension
Order”), and that Financing Inc. be authorized to borrow up to the maximum
amount of $2,500,000 under the DIP Commitment Letter; and

(b)

Second, that: (i) Lendesk continue to provide services to the Companies until
December 1, 2020, with all invoices rendered by Lendesk after the Filing Date to
be paid in accordance with the Arrangements (as defined under the order); and (ii)
the Companies deposit the Lendesk Deposit with Fasken.

6.

On November 6, 2020, the Companies sought and the Court granted the Claims Process
Order, pursuant to which the Claims Process is currently being conducted.

7.

On November 16, 2020, by way of further application, the Companies intend to seek an
order (the “Meeting Order”) that, among other things:
(a)

the Plan of Compromise, Arrangement and Reorganization dated November 13,
2020 (the “Plan”), which is attached as Appendix “B”, be accepted for filing and
that the Companies be authorized to present the Plan at the Meeting; and

(b)
8.

that the Stay be extended to December 11, 2020.

The Monitor has set up a website at: https://www.bdo.ca/en-ca/extranets/creditloans/ (the
“Monitor’s Website”). All prescribed materials filed by the Companies and the Monitor
relating to these CCAA proceedings are available to creditors and other interested parties
in electronic format on the Monitor’s Website. The Monitor updates the Monitor’s Website
regularly to ensure creditors and interested parties are kept current on the status of these
proceedings.

II.

PURPOSE

9.

The Monitor’s First Report was prepared in support of the ARIO Hearing, the Monitor’s
Second Report was prepared in support of the Companies’ application to extend the Stay
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Companies’ application seeking the Claims Process Order.
10.

This fourth Report of the Monitor to the Court should be read in conjunction with the prior
three reports, and has been prepared in support of the Companies’ application seeking the
proposed Meeting Order. The purpose of this report is to advise the Court regarding:
(a)

the activities of the Companies and the Monitor since the Monitor’s Third Report;

(b)

the Companies’ cash flow;

(c)

the Companies’ extended cash flow forecast for the 10-week period November 9,
2020 to January 17, 2021 (the “Extended Cash Flow Forecast”);

(d)

an update on the Claims Process; and

(e)

the Monitor’s comments and recommendations regarding: (i) the Company’s
disclaimer of the Toronto Lease (defined below); (ii) the Plan and the Acquisition
Agreement (as defined under the Plan); and (iii) the Meeting (as defined in the
Meeting Order).

III.

ACTIVITIES OF THE COMPANIES AND THE MONITOR

11.

Since the Monitor’s Third Report:
(a)

the Companies have, among other things:
(i)

continued operating the business of Financing Inc., and have met and
worked with the Monitor to facilitate the monitoring of same;

(ii)

responded to information requests from creditors and stakeholders;

(iii)

assisted the Monitor with issuing notices to creditors under the Claims
Process Order; and

(iv)

engaged in discussions with their legal counsel, the Monitor, and Fasken
regarding the Claims Process and the development of the Plan; and
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the Monitor has:
(i)

continued to monitor the Companies’ cash flow from operations and
respond to inquiries from Bondholders and other creditors;

(ii)

engaged in discussions with Fasken, the Companies, and legal counsel for
the Companies further to the development of the Plan;

(iii)

addressed general enquiries from Bondholders, creditors, shareholders, and
other stakeholders and interested parties regarding the restructuring process;

12.

(iv)

issued notices to creditors pursuant to the Claims Process Order; and

(v)

posted updates and materials to the Monitor’s Website.

Since the Initial Order was granted, the Companies have continued to work with the
Monitor in good faith and with due diligence to: (a) respond to stakeholder’s concerns; (b)
continue operating Financing Inc.’s business; and (c) advance these CCAA proceedings.

IV.

COMPANIES’ CASH FLOW

13.

The Companies’ cash receipts and disbursements for the six week period September 28 to
November 8, 2020, along with a comparison to the equivalent period of the Cash Flow
Forecast, are attached as Appendix “C”.

14.

The Companies completed the six weeks ended November 8, 2020 with a cash balance
approximately $783,000 lower than forecast. As discussed in the Monitor’s Third Report,
the negative variance is caused by: (a) fluctuations in the receipt and use of cash from
operations; and (b) the Companies’ delaying the sale of loans to Loan Funders. Cash from
the sale of such loans is currently not needed due to the availability of funds available under
the DIP Commitment Letter. Since the Monitor’s Third Report, there have been no new
material variances to report.

15.

The Companies confirm that advances totalling $1,500,000 have been received from the
Interim Lender under the DIP Commitment Letter to date.
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COMPANIES’ EXTENDED CASH FLOW FORECAST

16.

The Companies have updated the Cash Flow Forecast based on actual cash flows, and
extended cash flow projections to January 17, 2021 (“Extended Cash Flow Forecast”).
The Extended Cash Flow Forecast is attached as Appendix “D”.

17.

The Extended Cash Flow Forecast was prepared by the Companies using the probable and
hypothetical assumptions set out in the accompanying notes, and is intended to extend
beyond the time that--under the proposed Meeting Order--the Plan would be approved and
subsequently sanctioned by the Court. The Monitor has reviewed the Extended Cash Flow
Forecast with the Companies.

18.

The Extended Cash Flow Forecast has been updated to reflect actual cash flows to date,
with adjustments to reflect current cash balances and projected payments to and from Loan
Funders, and shows that the Company is expected to have sufficient cash to carry on
operations through the week ended January 17, 2021.

VI.

UPDATE ON THE CLAIMS PROCESS

19.

In this section, capitalized terms not otherwise defined have the meanings ascribed to them
in the Claims Process Order.

20.

Beginning on November 6, 2020, pursuant to the Claims Process Order, the Monitor:
(a)

issued the Claims Package to the Companies’ known Creditors;

(b)

arranged for the posting of the Claims Process Order and related materials to the
Website;

(c)

caused the Newspaper Notice to be published in the Globe & Mail on November
12, 2020; and

(d)
21.

assisted the Companies in discussions with Creditors.

As at the date of this Report, the Monitor has received: (a) three unsecured claims totalling
$456,825.70; and (b) no Bondholder Claims.

-822.

Under the Claims Process Order, the Claims Bar Date is 5:00 p.m. (Vancouver time) on
November 26, 2020.

23.

The Monitor will continue to work with the Companies to review, reconcile, and make
reasonable assessment of any Claims received. The deadline to issue a Notices of Revision
or Disallowance is five business days after the Claims Bar Date (i.e. December 3, 2020).
The Monitor does not foresee any issues with meeting that deadline.

24.

In respect of the Claims Process, the Company advises of two things.
(a)

Firstly, through inadvertence, certain of the Bondholders were not served with
notice or materials in respect of the Companies’ application for the Claims Process
Order. The Monitor notes that each of the Bondholders will have by now received
the Claims Package (as defined under the Claims Process Order), and is therefore
not of the view that any Bondholder has been prejudiced by not receiving the
Claims Process Order application materials; and

(b)

Secondly, following November 10, 2020, being the date by which the Monitor was
to have delivered the Claims Package to the known Creditors of the Companies
under the Claims Process Order, the Companies became aware of several additional
Creditors including: (i) Creditors having claims against the Companies filed in the
Human Rights Tribunal of Ontario; and (i) two Creditors who have commenced an
action against the Companies for libel in the Court.
The Monitor provided the foregoing Creditors with Claims Packages promptly
upon being advised of their existence, and notes that eight Business Days still
remain prior to the Claims Bar Date.

VII.

DISCLAIMER OF TORONTO LEASE

25.

On November 12, 2020, Financing Inc. issued a Form 4 “Notice by Debtor Company to
Disclaim or Resiliate an Agreement” (the “Resiliation Notice”) to The Manufacturers Life
Assurance Company (the “Landlord”) in respect of the lease agreement between the
Landlord and Financing Inc. dated March 7, 2017 (the “Toronto Lease”) in respect of the
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“Leases Premises”).
26.

The Toronto Lease had a ten-year term expiring in about November 2027, and annual rent
payments thereunder totalled approximately $500,000. Given restructuring transaction
contemplated under the Plan and the Acquisition Agreement, which contemplate reduced
staffing, the Company advises that it will not require the Leased Premises to continue
operations.

27.

The Company further advises that discussions with the Landlord are ongoing in regards to
renting a significantly smaller space from the Landlord under an amendment to the Toronto
Lease. If such an amendment is negotiated, the same would reduce any Restructuring Claim
(as defined under the Claims Process Order) advanced by the Landlord under the Claims
Process (the “Landlord Claim”).

28.

For the foregoing reasons, the Monitor supports the resiliation of the Toronto Lease.

VIII. THE PLAN AND THE ACQUISITION AGREEMENT
29.

In this section, all capitalized terms not otherwise defined herein have the meanings
ascribed to them in the Plan.

30.

In general terms, the aim of the Plan is to continue Financing Inc.’s consumer lending
business under new ownership. Accordingly, the purpose of the Plan is to: (a) facilitate a
restructuring transaction whereby, pursuant to this Plan and the Acquisition Agreement,
the Purchaser will acquire all of the issued and outstanding shares of Financing Inc.; and
(b) effect a compromise and settlement of all Affected Claims.

31.

The key components of the Plan in relation to the Claims are summarized as follows:
(a)

For the purposes of voting on the Plan, there will only be two classes of creditors,
being: (a) the Bondholder Class; and (b) the Unsecured Creditor Class;

(b)

Persons having Unaffected Claims shall not be entitled to vote on the Plan, and
nothing in the Plan will affect the Unaffected Claims. The Companies’ obligations
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be paid in accordance with alternative arrangements to be negotiated concurrently
with the filing of the Plan;
(c)

Unsecured Creditors with Proven Claims will receive their pro rata share of
$250,000 (amounting to an estimated return of between 5% and 23% of their proven
claims dependant on quantum of the Landlord Claim and the adjudication of
potential contingent Claims);

(d)

Bondholders having Proven Claims may, in accordance with the Bondholder
Election, receive either: (i) an amount equal to 35% of the Bondholder’s Proven
Claim (i.e. the Bondholder Cash Distribution); or (ii) a Bondholder Note of equal
value to their Bondholder Claim;

(e)

The Plan is offered in full and final satisfaction of the pre-filing debts of the
Affected Creditors; and

(f)

The Plan complies with Section 6(3) of the CCAA because Section 4.7 thereof
provides for payment in full of any and all amounts due and owing to Her Majesty
in Right of Canada or any province in satisfaction of Crown Priority Claims.

32.

In regards to the share capital of Financing Inc., following completion of the Plan
Transactions: (a) all Common Shares will be cancelled; (b) Financing Inc. will issue the
New Shares (also common shares) to the Purchasers under the Acquisition Agreement (as
discussed below); and (c) all Existing Securities (including all outstanding preferred shares,
warrants, etc.) will be cancelled with no compensation or participation being provided or
payable therefor.

33.

To date, the Acquisition Agreement has yet to be finalized. However, the Monitor has been
provided with a draft of the Acquisition Agreement, and the material terms thereof include,
among others, that:
(a)

the New Shares of Financing Inc. to be issued under the Plan will be purchased by
ACF Financial G.P. Ltd (“ACF GP”) or its nominee(s) (the “Purchaser”); and
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the Purchaser will advance a cash payment to Financing Inc. to be distributed to the
Affected Creditors under the Plan consisting of: (i) $250,000; (ii) an amount
sufficient to pay the Bondholder Cash Distribution; and (iii) an amount sufficient
to pay the Administration Charge and the D&O Charge.

34.

The Monitor’s comments on the Plan and the Acquisition Agreement are as follows:
(a)

The Plan provides for distributions to the Companies’ Unsecured Creditors and
Bondholders. Alternatively, a bankruptcy or liquidation of the Companies would
result in no distributions to these stakeholders.

(b)

The Bondholder Election, and the distributions contemplated under the Plan in
relation thereto, allow the Bondholders to choose between partial cash recovery on
their Bonds and the potential for full recovery over time through conversion to a
Bondholder Note. This optionality is beneficial to both the Companies and the
Bondholders as stakeholders.

(c)

Companies’ Long-Term Viability: In the Monitor’s view, the Companies are
likely to be viable and reach profitability in the long-term after Plan implementation
and the completion of the Acquisition Agreement. To demonstrate, the Company-with assistance and input from the Monitor--has prepared a cash flow forecast for
the period from January through December 2021 (the “2021 Cash Flow”), a copy
of which is attached as Appendix “E”. The Monitor cautions that the 2021 Cash
Flow is subject to, among others, the following assumptions, that:
(i)

under the Plan, payments made to Bondholders choosing the Bondholder
Cash Distribution will total only $1,500,000 (although if the actual amount
of the Bondholder Cash Distribution differs from this sum, it will be paid
by the Purchaser in any event);

(ii)

funds totalling approximately $500,000 will be injected into the Companies
by the Purchaser to cover cash shortfalls until positive cash flow is
generated; and

- 12 (iii)

the Companies’ will achieve profitability in about 2022, which, in itself is
dependent on: (1) a reduced borrowing base leading to a lower cost of
capital; (2) the continued support of the Purchaser and current Loan
Funders; and (3) the Companies’ achieving the sales targets contemplated
in the 2021 Cash Flow.

(d)

Lack of Formal SISP: The Monitor acknowledges that no formal sales and
investment solicitation process (“SISP”) was conducted in order to generate offers
in respect of the Companies apart from the Acquisition Agreement. With that said,
the Monitor notes that:
(i)

The Companies advise that, in about the summer of 2020, they engaged in
discussions with two potential purchasers that carry on businesses similar
to the Companies. Both potential purchasers entered into non-disclosure
agreements with the Companies, and the board of directors was notified of
such discussions, but they did not progress to the point where offers of any
sort were formalized.

(ii)

Since the initiation of these CCAA Proceedings, several parties (including
one of the potential purchasers mentioned above) have contacted the
Monitor to express interest in purchasing the Companies’ or their assets. To
date, the Monitor has not received any formal offers to purchase the
Companies’ or their assets.

(e)

The Purchaser: The sole director of ACF GP is Nathaniel Slee, who is the current
CEO of Financing Inc., as well as the principal of ACF, being one of Financing
Inc.’s primary secured creditors. In this regard, and while the Companies are not
seeking Court-approval of the Acquisition Agreement under the Meeting Order, the
Monitor notes only that the Acquisition Agreement comprises the only formal offer
to purchase the Companies’, their shares, or any portion thereof.

35.

In light of the foregoing, the Monitor cannot say with absolute certainty that restructuring
transactions contemplated under the Plan and Acquisition Agreement (as currently drafted)
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the view that so long as the Affected Creditors are informed as to particulars of the Plan
and Acquisition Agreement, they should be provided the opportunity to vote in favour of
the “offer on the table”.
36.

Moreover, the Monitor notes that a great deal of information is now available to prospective
purchasers by way of the pleadings and other materials filed in these CCAA Proceedings
on the Website, and it is open to prospective purchasers to--should they require further
information--enter into non-disclosure agreements with the Companies’ to receive same.
The Companies advise that as yet no requests to enter into non-disclosure agreements have
been received in the course of these CCAA Proceedings.

37.

For the foregoing reasons, at this time the Monitor recommends that the Affected Creditors
vote to approve the Plan.

IX.

MEETING ORDER

38.

On November 16, 2020, the Companies intend to seek the Meeting Order.

39.

The Meeting Order contemplates a meeting of the Affected Creditors (the “Meeting”) to
consider and vote on the Resolution (being whether to approve the Plan and the transactions
contemplated thereby).

40.

Under the draft Meeting Order, the Meeting is proposed to take place at 10:00 a.m.
(Vancouver Time) on December 3, 2020, by MS Teams, and will be chaired by a
representative of the Monitor. The Chair is authorized to adjourn, postpone, or reschedule
the Meeting or the vote without the need to first convene the Meeting and shall decide on
the manner of giving notice of the rescheduled meeting.

41.

The vote on the Resolution will be by voting letter, in person, or by Proxy. Pursuant to the
CCAA, creditors holding over 50% in number representing at least two-thirds value of
claims present and voting (i.e. the Required Majority, as defined under the Plan is required
within each of Bondholder and Unsecured Creditor Classes voting for approval of the Plan.
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Under the proposed Meeting Order, the Monitor will provide notice of the Meeting to the
Affected Creditors by:
(a)

no later than November 17, 2020, posting the Meeting Materials (as defined
thereunder) on the Website; and

(b)

by no later than November 20, 2020, sending copies of the Meeting Materials to
each Affected Creditor.

43.

If the Plan is approved by the Affected Creditors at the Meeting, the Companies advise that
they intend to bring an application to seek an Order approving the Plan (the “Sanction
Order”) on December 11, 2020, or as soon thereafter as the matter may be heard.

44.

As soon as possible following the Meeting, the Monitor shall report to the Court on the
results of the voting of the Affected Creditors on the Resolution and any other matter the
Monitor considers relevant to the Company’s application to the Sanction Order.

X.

REQUEST FOR EXTENSION OF STAY

45.

The Stay provided under the Stay Extension Order expires December 4, 2020.

46.

Under the Meeting Order, the Companies seek an extension of the Stay to December 11,
2020, being the anticipated date of the application for the Sanction Order, in order to: (a)
complete the Claims Process under the Claims Process Order; (b) conduct the Meeting;
and (c) if the Resolution is approved, apply for the Sanction Order.

47.

The Cash Flow Forecast, which was attached as Appendix “B” to the Monitor’s First
Report, covered the Initial Forecast Period (i.e. September 28, 2020 through to December
27, 2020) and indicated that after accounting for funds from the Interim Lender, the
Companies would have sufficient funds to continue operating through to December 27,
2020. The Stay extension requested under the Meeting Order falls within the Initial
Forecast Period.

48.

The Companies have continued to work with the Monitor in good faith and with due
diligence as set out above at paragraph 12.

- 15 XI. RECOMMENDATION
49.

For the reasons set out in this report, the Monitor is supportive of the Meeting Order sought
by the Companies, including the extension of the Stay requested therein, and recommends
that Affected Creditors vote to accept the Plan.

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
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GLOSSARY OF TERMS
Defined Term

Defined Meaning

“ACF”

ACF Financial Limited Partnership.

“Administration Charge”

The charge over the Property granted in favour
of the Monitor, the Monitor’s legal counsel,
and the Companies’ legal counsel pursuant to
the Initial Order.

“ARIO”

The Order granted in these CCAA proceedings
on October 2, 2020.

“Bonds”

Any of the outstanding bonds issued by Capital
Inc. pursuant to the following agreements: (a)
a Junior Bondholders Agreement dated June
26, 2014; (b) a Senior Bondholders Agreement
dated June 26, 2014; and (c) a Junior
Bondholders Agreement dated April 30, 2017.

“Capital Inc.”

Creditloans Canada Capital Inc.

“Cash Flow Forecast”

The cash flow forecast to December 27, 2020,
attached as Appendix “B” to the Monitor’s
First Report.

“CCAA”

Companies’ Creditors Arrangement
R.S.C. 1985, c. C-36, as amended.

“CCAA Proceedings”

The proceedings commenced by the
Companies under the CCAA on the Filing
Date in Court action No. S-209798, Vancouver
Registry.

“CHP”

CHP Master I Limited Partnership and CHP
ALT Credit Limited Partnership.

“Claims Bar Date”

5:00 p.m. (Vancouver time) on November 26,
2020 or such other date as may be ordered by
the Court.

“Claims Process”

The process established by the Claims Process
Order for determining the validity and

Act,

- 17 quantum of creditor claims against the
Companies, including for voting and
distribution purposes under the Plan.
“Claims Process Order”

The Order made on November 6, 2020
establishing the Claims Process, as such Order
may be amended and supplemented from time
to time.

“Companies”

Creditloans Canada Financing
Creditloans Canada Capital Inc.

“Court”

The Supreme Court of British Columbia.

“DIP Commitment Letter”

DIP Commitment Letter between Financing
Inc., as borrower, Capital Inc., as guarantor,
and JWC, as lender, dated October 1, 2020.

“D&O Charge”

The charge over the Property granted in favour
of the directors and officers of the Companies
pursuant to the ARIO.

“Fasken”

Fasken Martineau DuMoulin LLP, in its
capacity as counsel for the Monitor.

“Filing Date”

September 30, 2020

“Financing Inc.”

Creditloans Canada Financing Inc.

“Initial Forecast Period”

The period from September 28, 2020 through
to December 27, 2020.

“Interim Lender”

JWC.

“Interim Lender’s Charge”

The charge over the Property granted in favour
of the Interim Lender, pursuant to the ARIO.

“JWC”

JWC Opportunities Fund Inc.

“Lendesk”

Lendesk Technologies ULC

“Lendesk Deposit”

$30,000 deposited with Fasken to be held in
trust to secure the payment of the Invoices as
defined and provided under the Order granted
October 9, 2020.

Inc.

and
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Collectively, CHP, Merchant, Paybright, and
ACF (in respect of the Receivables Purchase
Agreement dated October 24, 2018, among
ACF and Financing Inc.).

“Meeting”

The meeting of the Affected Creditors to be
called, convened and conducted in accordance
with the Plan and the Meeting Order at which
the Affected Creditors will consider and vote
on the Resolution.

“Merchant”

Merchant Opportunities
Partnership.

“Monitor”

BDO Canada Limited in its capacity as courtappointed monitor of the Property of the
Companies.

“Monitor’s First Report”

Monitor’s First Report to the Court filed
October 2, 2020.

“Monitor’s Second Report”

Monitor’s Second Report to the Court filed
October 7, 2020.

“Monitor’s Third Report”

Monitor’s Third Report to the Court filed
October 5, 2020.

“Order”

An order of the Court made in the CCAA
Proceedings.

“Pandemic”

COVID-19 pandemic that began in the second
half of March 2020.

“Paybright”

Health Smart Financial Services Inc. doing
business as Paybright.

“Plan”

Plan of Compromise and Arrangement dated
November 13, 2020, and filed by the
Companies pursuant to the CCAA, including
any Schedules thereto, as may be amended,
varied or supplemented in accordance with the
terms thereof, or made at the direction of the
Court in accordance with the Meeting Order.

“Property”

The property, assets, and undertakings of the
Companies, or any part thereof.

Funds

Limited
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PLAN OF COMPROMISE, ARRANGEMENT AND REORGANIZATION

This is the plan of compromise, arrangement and reorganization of the Companies (as defined
herein) made pursuant to the Companies' Creditors Arrangement Act.
ARTICLE 1
INTERPRETATION

1.1

Definitions

In the Plan, unless otherwise stated or the context otherwise requires:

"Acquisition Agreement" means the acquisition agreement between the Purchaser and the
Companies pursuant to which, among other things, the Purchaser will become the only
shareholders of Financing Inc. through the acquisition of the New Shares.
"Acquisition Transactions" means the transactions contemplated by the Acquisition
Agreement.
"Administration Charge" means the charge provided for at paragraph 33 of the ARIO, securing
the fees and disbursements of the Monitor, counsel to the Monitor and counsel to the Companies.

"Affected Claims" means all Claims other than Unaffected Claims, and without limitation

includes Bondholder Claims and Unsecured Claims.
"Affected Creditors" means any Person having an Affected Claim and includes Bondholders,
Unsecured Creditors and the transferee or assignee of a transferred or assigned Affected Claim
who is recognized as an Affected Creditor by the Companies and the Monitor in accordance with
the Claims Process Order, or a trustee, executor, liquidator, receiver, receiver and manager, or
other Person acting on behalf of or through such Person.

"ARIO" means the Amended and Restated Initial Order granted by the Court in the CCAA
Proceedings on October 2, 2020.
"Bonds" means any of the outstanding bonds issued by Capital Inc. pursuant to the following
agreements: (a) a Junior Bondholders Agreement dated June 26, 2014; and (b) a Junior
Bondholders Agreement dated April 30, 2017.
"Bondholder" means any holder of the Bonds.

"Bondholder Cash Distribution" means a payment in the amount of 35 cents for each whole
dollar of a Bondholder's Bondholder Claim.
"Bondholder Claim" means any Claim of a Bondholder arising solely in relation to its status as

a Bondholder.
"Bondholder Class" means the Class consisting of the Bondholders.
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"Bondholder Election" means the option for each Bondholder to elect to receive a Bondholder

Cash Distribution.
"Bondholder Note" means a secured promissory note to be issued to a Bondholder pursuant to
the provisions of this Plan, maturing on the date five years from the Distribution Date, pursuant
to which the Companies shall make quarterly payments such that each year after the Distribution
Date the cumulative percentage of the face value paid shall equal: (a) Year 1: 8.85%; (b) Year 2:
21.40%; (b) Year 3: 39.28%; (c) Year 4: 64.38%; and (d) Year 5: 100%.
"Business Day" means a day, other than a Saturday, Sunday or a statutory holiday, on which
banks are generally open for business in Vancouver, British Columbia.
"Capital Inc." means Creditloans Canada Capital Inc.

"CCAA" means the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended.

"CCAA Charges" means, collectively, the Administration Charge, the Interim Lender's Charge
and the D&O Charge.
"CCAA Proceedings" means the proceedings commenced by the Companies under the CCAA
on the Filing Date in Supreme Court of British Columbia Action No. S-209798, Vancouver
Registry.
"Claim" means: (a) any right or claim that is provable under the Bankruptcy and Insolvency Act
of any Person where such right or claim was in existence on the Filing Date, whether or not
asserted, in connection with any indebtedness, liability or obligation of any kind whatsoever of
either of the Companies, and any accrued interest thereon and costs payable in respect thereof up
to and including the Filing Date, whether or not such right or claim is reduced to judgment,
liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal,
equitable, secured, unsecured, perfected, unperfected, present, future, known, or unknown, by
guarantee, surety or otherwise, and whether or not such right is executory or anticipatory in
nature, including the right or ability of any Person to advance a claim for contribution or
indemnity or otherwise with respect to any matter, action, cause or chose in action, whether

existing at present or commenced in the future, which indebtedness, liability or obligation is
based in whole or in part on facts which existed prior to the Filing Date, and includes Tax Claims
and any other claims that would have been claims provable in bankruptcy had the applicable
Company become bankrupt on the Filing Date; (b) any Restructuring Claim; and (c) any right or
claim of any Person against one or more of the Directors or Officers that relates to a Claim
described in paragraph (a) of this definition or a Restructuring Claim howsoever arising for
which one or more of the Directors or Officers are by statute or otherwise by law liable to pay in
their capacity as a Director or Officer or in any other capacity.
"Claims Process" means the process established by the Claims Process Order for determining
the validity and quantum of Claims, including for voting and distribution purposes under the

Plan.
"Claims Process Order" means the Order made on November 6, 2020 establishing the Claims
Process, as such Order may be amended and supplemented from time to time.
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"Classes" means the Bondholder Class and the Unsecured Creditor Class, and "Class" means
either of them.
"Common Shares" means all common shares of Financing Inc. issued and outstanding as at the
Filing Date.
"Companies" means, together, Financing Inc. and Capital Inc., and "Company" means either of

them.
"Conditions Precedent" means those conditions precedent to the implementation of the Plan as
set forth in Section 5.3 of this Plan.

"Court" means the Supreme Court of British Columbia.
"D&O Charge" means the charge in favour of the current Directors and current Officers
provided for at paragraph 24 of the ARIO, securing the Companies' indemnity obligations to the
current Directors and current Officers as set forth in the ARIO.
"DIP Commitment Letter" means the letter dated October 1, 2020, setting out the terms and
conditions of a credit facility as between Financing Inc., as borrower, Capita! Inc., as guarantor,
and the Interim Lender, and approved by the Court under the ARIO and as amended from time to

time.
"Directors" means, collectively, all current and former directors of the Companies.

"Distribution Date" means that date that is 90 days after the Effective Date or such earlier date
as may be determined by the Companies, with the permission of the Purchaser.
"Effective Date" means the Business Day on which the Companies, with the consent of the
Purchaser, confirms to the Monitor in writing that each of the Conditions Precedent have been
satisfied or waived.
"Effective Time" means 5:00 p.m. (Vancouver time) on the Effective Date.

"Existing Securities" means the Common Shares, the Preferred Shares, any and all options and
warrants issued by Financing Inc. to acquire any of the Common Shares or Preferred Shares, and
any other document, instrument or writing of Financing Inc. commonly known as a security.
"Existing Securities-holders" means those Persons holding any Existing Securities immediately
prior to the Effective Date.
"Filing Date" means September 30, 2020.
"Financing Inc." means Creditloans Canada Financing Inc.

"Initial Order" means the Order granted by the Court in the CCAA Proceedings on September
30, 2020.
"Interim Lender" means JWC Opportunities Fund Inc.
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"Interim Lender's Charge" means the charge provided for at paragraph 37 of the ARIO,
securing the obligations of the Companies under the DIP Commitment Letter.
"Loan Funders" means, collectively, ACF Financial Limited Partnership, CHP Master I Limited
Partnership, CHP ALT Credit Limited Partnership, Merchant Opportunities Funds Limited
Partnership, and Health Smart Financial Services Inc., doing business as "Paybright".
"Meeting" means the meeting of the Affected Creditors to be called, convened and conducted in
accordance with the Plan and the Meeting Order at which the Affected Creditors will consider

and vote on the Resolution.
"Meeting Date" means the date of the Meeting as set out in the Meeting Order.
"Meeting Order" means an Order to be sought establishing the Classes for the purposes of this
Plan and for voting purposes, and directing the calling and holding of the Meeting, as such Order
may be amended and supplemented from time to time.

"Monitor" means BDO Canada Limited, in its capacity as the Court-appointed monitor of the
Companies appointed pursuant to the Initial Order.
"Monitor's Implementation Certificate" means a certificate to be filed by the Monitor in the
CCAA Proceedings confirming that the Plan Transactions and the Acquisition Transactions have

completed and that the Plan has been implemented in accordance with its terms.
"New Shares" means new common shares of Financing Inc. to be issued pursuant to the
provisions of the Plan.

"Officers" means, collectively, all current and former officers of the Companies.
"Order" means an order of the Court made in the CCAA Proceedings.
"Person" means any individual, firm, partnership, joint venture, venture capital fund,
association, trust, trustee, executor, administrator, legal personal representative, estate, group,
body corporate (including a limited liability company and an unlimited liability company),
corporation, unincorporated association or organization, governmental authority, syndicate or
other entity, whether or not having legal status.

"Plan" means this plan of compromise and arrangement filed by the Companies pursuant to the
CCAA, including any Schedules hereto, as may be amended, varied or supplemented hereafter in
accordance with the terms hereof, or made at the direction of the Court in accordance with the
Meeting Order.
"Plan Transactions" means those transactions to be implemented and completed as described in

Section 6.2 hereof.
"Post-Filing Claim" means any indebtedness, liability or obligation of any of the Companies of
any kind that arises after the Filing Date, provided that Post -Filing Claims shall not include any

Restructuring Claims.
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"Preferred Shares" means all preferred shares of Financing Inc. issued and outstanding as at the
Filing Date, including: (a) Class A Preferred Shares without par value; (b) Series 1 B Preferred
Shares without par value; and (c) Series I C Preferred Shares without par value.
"Proven Claim" means the Claim of an Affected Creditor as finally determined for distribution
purposes in accordance with the Claims Process Order and any other applicable Order.
"Purchaser" means ACF Financial G.P. Ltd. or its nominee(s).
"Released Parties" means, collectively, and in their capacities as such: (i) the Companies; (ii)
legal counsel to the Companies; (iii) the Directors and Officers; and (iv) the Monitor and its legal
counsel.
"Required Majority" means that number of Affected Creditors in each Class representing at
least a majority in number of the Proven Claims, whose Affected Claims represent at least twothirds in value of the Proven Claims validly voting in favour of the Resolution in person, or by
proxy.

"Resolution" means the resolution to approve the Plan and the transactions contemplated
thereby and which will be voted on by each of the Classes at the Meeting.
"Restructuring Claim" means any right or claim of any Person against either of the Companies
in connection with any indebtedness, liability or obligation of any kind whatsoever arising out of
the disclaimer or resiliation by the Companies of any agreement to which such Person is a party
in accordance with Section 32(1) of the CCAA.

"Sanction Order" means an Order to be made under the CCAA that, among other things,
sanctions, authorizes and approves, and directs the Companies to implement and complete, the
Plan, the Acquisition Agreement, the Plan Transactions and the Acquisition Transactions.
"Shareholder Agreement" means the Fourth Amended and Restated Shareholders Agreement
entered into as of March 3, 2015 between Financing Inc. and its shareholders.

"Stay Period" has the meaning set out at paragraph 14 of the hiitial Order, as amended from
time to time by subsequent Orders.
"Tax" or "Taxes" means any and all amounts subject to a withholding or remitting obligation
and any and all taxes, duties, fees, and other governmental charges, duties, impositions and
liabilities of any kind whatsoever whether or not assessed by the Taxing Authorities (including
any Claims by any of the Taxing Authorities), including all interest, penalties, fines, fees, other
charges and additions with respect to such amount.
"Tax Claim" means any Claim against either of the Companies for any Taxes in respect of any
taxation year or period ending on or prior to the Filing Date, and in any case where a taxation
year or period commences on or prior to the Filing Date, for any Taxes in respect of or
attributable to the portion of the taxation period commencing prior to the Filing Date and up to
and including the Filing Date. For greater certainty, a Tax Claim shall include, without
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limitation, any and all Claims of any Taxing Authority in respect of transfer pricing adjustments
and any Canadian or non-resident Tax related thereto.
"Taxing Authorities" means Her Majesty the Queen in right of Canada, Her Majesty the Queen
in right of any province or territory of Canada, the Canada Revenue Agency and any similar
revenue or taxing authority of any state, province, territory or other political subdivision in any
other jurisdiction outside of Canada.

"Unaffected Claims" means, collectively:

(a)

any Claim of an employee of the Companies for wages, including accrued
vacation liabilities, but excluding severance or termination pay;

(b)

any Claims secured by any of the CCAA Charges;

(c)

any Claim that cannot be compromised due to the provisions of sections 5.1(2)
and 19(2) of the CCAA;

(d)

any Claims in respect of any payments referred to in sections 6(3), 6(5) and 6(6)
of the CCAA;

(e)

all Claims by creditors holding valid and enforceable security interests in any of
the assets of the Companies, other than Bondholder Claims;

(1)

any Claims of the Loan Funders, except to the extent that such Claims are
Unsecured Claims; and

(g)

any Post-Filing Claims.

"Undeliverable Distributions" has the meaning set out in Section 4.5 of this Plan.
"Unresolved Claim" means, with respect to a Claim, the amount of a Claim or such portion
thereof which has not yet been established as a Proven Claim, which is disputed and which is
subject to adjudication in accordance with the Claims Process Order, and is not barred pursuant
to the Claims Process Order.
"Unsecured Claim" means any Claim other than an Unaffected Claim or a Bondholder Claim.
"Unsecured Creditors" means all Persons having Unsecured Claims.
"Unsecured Creditors' Pot" means the sum of $250,000 to be funded by the Purchaser to the

Monitor for distribution to the Unsecured Creditors in accordance with the Acquisition
Agreement and the terms of this Plan.
"Unsecured Creditor Class" means the Class consisting of the Unsecured Creditors.
"Website" means https://www.bdo.calen-ca!extranets/creditloans/
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1.2

In the Plan, unless otherwise stated or the context otherwise requires:

(a)

the division of the Plan into Articles and Sections and the use of headings are for
convenience of reference only and do not affect the construction or interpretation
of the Plan;

(b)

the words "hereunder", "hereof', and similar expressions, refer to the Plan and
not to any particular Article, Section or Schedule and references to Articles,
Sections and Schedules are to Articles and Sections of, and Schedules to the Plan;

(c)

words importing the singular include the plural and vice versa and words
importing any gender include all genders;

(d)

the words "includes" and "including", and similar terms of inclusion shall not,
unless expressly modified by the words only or solely, be construed as terms of
limitation, but rather shall mean "includes without limitation", or "including
without limitation", as applicable, so that references to included matters shall be
regarded as illustrative without being either characterizing or exhaustive;

(e)

a reference to any statute is to that statute as now enacted or as the statute may
from time to time be amended, re-enacted or replaced, and includes any regulation
made thereunder;

(f)

a reference to any agreement, indenture or other document is to that document as
amended, supplemented, restated or replaced from time to time;

(g)

unless otherwise specified, all references to dollar amounts or to the symbol $ are
references to Canadian dollars; and

(h)

unless otherwise specified, all references to time herein and in any document
issued pursuant hereto mean local time in Vancouver, British Columbia, and any
reference to an event occurring on a Business Day shall mean prior to 5:00 p.m.
on such Business Day.

1.3

Currency

For purposes relating to voting on the Plan and calculating distributions thereunder, any Claims
submitted and denominated in a currency other than Canadian dollars shall be converted to
Canadian dollars as at the Filing Date based on the Bank of Canada daily average exchange rate
for exchanging currency to Canadian dollars on the Filing Date.

1.4

Interest

Interest shall not accrue or be paid on any Affected Claims after the Filing Date, and no Affected
Claims shall be entitled to interest accruing on or after the Filing Date.
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ARTICLE 2
PURPOSE, EFFECT OF PLAN AND OPERATIONS
2.1

Purpose of Plan

The purpose of the Plan is to: (i) facilitate a restructuring transaction whereby, pursuant to this
Plan and the Acquisition Agreement, the Purchaser will acquire all of the issued and outstanding
shares of Financing Inc.; and (ii) effect a compromise and settlement of all Affected Claims.
2.2

Overview of Plan

Upon implementation of the Plan, Persons having Affected Claims will have released the
Companies of all such Claims. The Directors and Officers of the Companies will be released
from all Affected Claims for which they are liable by virtue of them being a Director or Officer,
but not any other Claims, including claims identified under section 5.1(2) of the CCAA.
Pursuant to the Acquisition Agreement, the Purchaser is to become the sole shareholder of
Financing Inc., in consideration for which the Purchaser will pay to the Monitor the amounts

required to fund (a) the Bondholder Cash Distribution to all Bondholders with Bondholder
claims that are Proven Claims and who make Bondholder Elections, and (b) the Unsecured
Creditors' Pot for distribution to the Bondholders and Unsecured Creditors respectively in
accordance with the provisions of this Plan, as well as payment in full of all amounts secured by
the CCAA Charges other than the Interim Lender's Charge.
Unsecured Creditors with Proven Claims will receive their pro
Creditors' Pot.

rata

share of the Unsecured

Bondholders with Proven Claims will have the option to either:
(a)

Receive a Bondholder Note in the full amount of their Proven Claim; or

(b)

Make a Bondholder Election to receive a Bondholder Cash Distribution
representing 35% of their Proven Claim.

It will be a term of the Sanction Order that the articles of Financing Inc. will be amended to
provide for the automatic redemption and cancellation on the next Business Day following the
Effective Date of the Existing Securities without payment, consideration or other right, and for
the issuance of the New Shares. It also will be a term of the Sanction Order that the Shareholder
Agreement will be cancelled and terminated as of and from the Effective Date.

Once completed, the restructuring will ensure the preservation of Financing Inc.'s assets and
business under the ownership of the Purchaser with a view to reinvigorating and expanding the
business pursuant to a long-term business plan.
Funding for distributions under the Plan is to be provided by the Purchaser pursuant to the
Acquisition Agreement and in accordance with the terms of this Plan. Absent the funding to be
provided by the Purchaser pursuant to the Acquisition Agreement, there is effectively little or no
source of funds for payments to Affected Creditors. Accordingly, the Plan is premised on the
expectation that affected stakeholders will derive a significantly greater benefit from the
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restructuring transaction and resultant distributions than would result from a bankruptcy or
liquidation.
It is a condition precedent to the Acquisition Agreement that this Plan be approved by the
Required Majority of each Class, and the Court in the CCAA Proceedings.
2.3

Persons Affected by the Plan

The Plan will become effective on the Effective Date in accordance with the steps set out in
Section 6.2 hereof, and shall be binding on and enure to the benefit of the Companies, the
Affected Creditors, the Existing Securities-holders, the Directors and Officers and all other
Persons named or referred to in, or subject to, the Plan.
2.4

Unaffected Claims

The Plan does not affect Unaffected Claims. Persons with Unaffected Claims will not be entitled
to vote on or receive any distributions under the Plan in respect of such Claims. Nothing in the
Plan shall affect any of the Companies' rights and defences, both legal and equitable, with
respect to any Unaffected Claim, including all rights with respect to legal and equitable defences
or entitlements to set-offs and recoupments against such Claims.
The Companies' obligations to the Loan Funders will be paid in accordance with alternative
arrangements to be negotiated concurrently with the filing and implementation of the Plan.
ARTICLE 3
CLASSIFICATION OF CREDITORS, VOTI1NG CLAIMS AND RELATED MATTERS
3.1

Claims Process

The Claims Process shall be governed by the Claims Process Order and any other applicable
Order. Where there is any inconsistency between the terms of the Plan and any Order relating to
the Claims Process, the terms of the Claims Process Order will govern, except that the Plan will
govern with respect to the definition of "Unaffected Claims".
3.2

Classes of Creditors

For purposes of voting on the Plan, there will only be two classes of creditors, being: (a) the
Bondholder Class; and (b) the Unsecured Creditor Class.
3.3

Meeting

The Meeting shall be convened on the Meeting Date, as set out in the Meeting Order, and held in
accordance with the CCAA, the Meeting Order and the Plan. At the Meeting, each Affected
Creditor voting, whether in person or by proxy, ballot or other voting instrument, shall vote on
the Resolution.
The only Persons entitled to attend the Meeting are: (i) Affected Creditors and their legal
counsel; (ii) the Companies and their legal counsel and advisors; (iii) the Directors and Officers
and their legal counsel and advisors; (iv) the Monitor and its legal counsel; (v) the Purchaser and
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its legal counsel and advisors; and (vi) those Persons, including the holders of proxies, ballots or
other voting instruments, entitled to vote at the Meeting and their legal counsel and advisors.
Any other Person may be admitted only on invitation of the chair of the Meeting.
3.4

Voting at the Meeting

At the Meeting, the Affected Creditors shall vote on whether to approve the Resolution and each
Affected Creditor with a Proven Claim shall be entitled to one vote, which vote shall have a
value equal to the dollar value of its Proven Claim.

3.5

Parties Not Entitled to Vote

Persons having Unaffected Claims shall not be entitled to vote at the Meeting in respect of their
Unaffected Claims.
3.6

Contingent Claims

Any Affected Creditor holding a contingent claim shall value their claim and file a Proof of
Claim with appropriate support in accordance with the provisions of the Claims Process Order.
The Companies, in consultation with the Monitor, shall determine whether any contingent or
unliquidated claim shall be a Proven Claim, and value the same accordingly.
3.7

Fractions

An Affected Creditor's Proven Claim shall not include fractional numbers and Proven Claims
shall be rounded down to the nearest whole dollar amount without compensation.
3.8

Voting of Unresolved Claims

Subject to Section 3.5, each Affected Creditor holding an Unresolved Claim as of the date of the
Meeting shall be entitled to attend and vote at the Meeting. The Monitor shall keep a separate
record of votes cast by Affected Creditors holding Unresolved Claims and shall report to the
Court as to the number and amounts of any such votes if determined necessary by the Monitor.
The votes cast in respect of any Unresolved Claims shall- not be counted for any purpose unless,
until and only to the extent that such Unresolved Claim is finally determined to be a Proven
Claim.
3.9

Approval by Required Majority

The Monitor shall record and tabulate all votes cast at the Meeting. In order to be approved, the
Resolution must receive an affirmative vote by the Required Majority of each Class.
3.10

Assignment of Claims Prior to the Meeting

An Affected Creditor may transfer or assign the whole of its Claim prior to the Meeting in
accordance with the Claims Process Order, provided that the Companies and the Monitor shall
not be obliged to deal with any such transferee or assignee as an Affected Creditor in respect
thereof, including allowing such transferee or assignee to vote at the Meeting, unless actual
notice of the transfer or assignment, together with satisfactory evidence of such transfer or
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assignment, has been received by the Monitor prior to 5:00 p.m. on the day that is at least two (2)
Business Days prior to the date of the Meeting. Upon transfer or assignment of a Claim in
accordance herewith, such transferee or assignee shall, for all purposes in accordance with the
Claims Process Order, the Meeting Order, the CCAA and the Plan constitute an Affected
Creditor and shall be bound by any and all notices previously given to the transferor or assignor
in respect of such Claim. Such transferee or assignee shall not be entitled to set off, apply,
merge, consolidate or combine any Claims assigned or transferred to it against or on account or
in reduction of any amounts owing by such person to any of the Companies and Claims acquired
by a transferee or assignee will not merge, consolidate or combine with any of the transferee's or
assignee's other Claims.
For greater certainty, the Companies and the Monitor shall not recognize partial transfers or
assignments of Claims by Affected Creditors.
ARTICLE 4
DISTRIBUTIONS AND PAYMENTS
Distributions to Affected Creditors

4.1

(a)

Bondholders

Bondholders, in accordance with the Bondholder Election, may elect whether they
wish to receive a Bondholder Cash Distribution in the amount of 35% of their
Proven Claim in full satisfaction of such Proven Claim.
On the Distribution Date, the Monitor, on behalf of the Companies, shall make the
following distributions to each of the Bondholders having a Bondholder Claim
that is a Proven Claim as of that date:
(i)

For those Bondholders who elect to receive a Bondholder Cash
Distribution, each such Bondholder shall receive an amount equal to 35%
of such Proven Claim; and

(ii)

For those Bondholders who do not elect to receive a Bondholder Cash
Distribution, each such Bondholder shall receive a Bondholder Note of
equal value to their Bondholder Claim.

For the avoidance of doubt, any Bondholder who receives a Bondholder Cash
Distribution shall not be entitled to receive a Bondholder Note.

(b)

Unsecured Creditors
On the Distribution Date, the Monitor, on behalf of the Companies, shall
distribute to each Unsecured Creditor with a Proven Claim an amount equal to
their pro rata share of the Unsecured Creditors' Pot.

The payments and distributions in this section shall be in full and final settlement and
satisfaction of the Affected Claims.
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Delivery of Affected Creditor Distributions

Distributions to Affected Creditors under the Plan (including under the Bondholder Notes) will
be paid in Canadian dollars and in such manner as the Monitor shall deem appropriate, including
by utilizing the bank accounts and payment process of the Companies.
4.3

Unresolved Claims and Distributions

An Affected Creditor holding an Unresolved Claim will not be entitled to receive a distribution
under the Plan in respect of any portion thereof unless and until such Unresolved Claim becomes
a Proven Claim.
The Companies, in consultation with the Monitor, shall complete the resolution of the
Unresolved Claims in accordance with the Claims Process Order, the Meeting Order, the
Sanction Order and the Plan.
4.4

Taxes

In connection with the Plan and all distributions hereunder, the Companies shall, to the extent
applicable, comply with all Tax withholding and reporting requirements imposed by any law of a
federal, state, provincial, local, or foreign taxing authority, and all distributions hereunder shall
be subject to, and made net of, any such withholding and reporting requirements.
Notwithstanding any other provision of the Plan, each Affected Creditor that is to receive a
distribution pursuant to the Plan shall have sole and exclusive responsibility for the satisfaction
and payment of any Tax obligations imposed by any governmental entity, including income,
withholding and other Tax obligations, on account of such distribution.
4.5

Undeliverable Distributions

If a distribution to an Affected Creditor in respect of its Proven Claim is returned as
undeliverable (each, an "Undeliverable Distribution"), no further delivery will be required
unless and until the Monitor is notified in writing of such Affected Creditor's then current
address. Any obligation to an Affected Creditor relating to an Undeliverable Distribution will
expire six (6) months after the Distribution Date, after which date any liability to such Affected
Creditor under the Plan (including under any Bondholder Note) will be forever barred,
discharged, released and extinguished with prejudice and without compensation and the amount
of any such Undeliverable Distribution payable in cash shall be repaid to the Purchaser. In
addition, following that date, the Companies and the Monitor shall not be liable to the Affected
Creditor or any other Person for any damages related to the Undeliverable Distribution. No
interest shall be payable in respect of an Undeliverable Distribution.
4.6

Assignment of Claims Subsequent to the Meeting

After the Meeting, an Affected Creditor may transfer or assign the whole, but not part, of its
Claim, provided that the Monitor shall not be obliged to make distributions to any transferee or
assignee of an Affected Creditor's Claim or otherwise deal with such transferee or assignee as an
Affected Creditor in respect thereof unless and until actual notice of the transfer or assignment,
together with satisfactory evidence of such transfer or assignment, has been received by the
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Monitor prior to 5:00 p.m. on that day that is at least five (5) Business Days prior to the Final
Distribution Date. Upon transfer or assignment of a Claim in accordance herewith, such
transferee or assignee shall, for all purposes in accordance with the Claims Process Order,
constitute an Affected Creditor and shall be bound by notices given and steps taken in respect of
such Affected Creditor's Claim. For greater certainty, the Companies and the Monitor shall not
recognize partial transfers or assignments of Affected Creditors' Claims. A transferee or assignee
of an Affected Creditor's Claim shall not be entitled to set-off, apply, merge, consolidate, or
combine any such Claims assigned or transferred to it against or on account or in reduction of
any amounts owing by such transferee or assignee to any of the Companies.
Crown Priority Claims

4.7

Within six months after the date of the Sanction Order, the Companies will pay in full to Her
Majesty in Right of Canada or of a province all amounts that were outstanding at the Filing Date
and are of a kind that could be subject to a demand under:
(a)

subsection 224(1.2) of the Income Tax Act;

(b)

any provision of the Canada Pension Plan or of the Employment Insurance Act
that refers to subsection 224(1.2) of the Income Tax Act and provides for the
collection of a contribution, as defined in the Canada Pension Plan, or an
employee's premium, or employer's premium, as defined in the Employment
Insurance Act, or a premium under Part VII.! of that Act, and of any related
interest, penalties or other amounts; or

(c)

any provision of provincial legislation that has a similar purpose to subsection
224(1.2) of the Income Tax Act, or that refers to that subsection, to the extent that
it provides for the collection of a sum, and of any related interest, penalties or
other amounts, where the sum:

(i)

has been withheld or deducted by a person from a payment to another
person and is in respect of a tax similar in nature to the income tax
imposed on individuals under the Income Tax Act; or

(ii)

is of the same nature as a contribution under the Canada Pension Plan if
the province is a "province providing a comprehensive pension plan" as
defined in subsection 3(1) of the Canada Pension Plan and the provincial
legislation establishes a "provincial pension plan" as defined in that
subsection.

ARTICLE 5
SANCTION ORDER AND CONDITIONS TO PLAN IMPLEMENTATION
5.1

Application for Sanction Order

If the Plan is approved by the Required Majority of each of the Classes, the Companies shall
apply to the Court for the Sanction Order. The Companies shall use all commercially reasonable
efforts to obtain the Sanction Order on or before December 15, 2020. Subject to the Sanction
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Order being granted and the satisfaction or waiver by the Companies of the Conditions
Precedent, the Plan will be implemented by the Companies as provided in Section 6.2.
5.2

Effect of the Sanction Order

In addition to sanctioning the Plan, the Sanction Order to be sought by the Companies will,
without limitation to any other terms that it may contain:

(a)

confirm that the Meeting was duly called and held in accordance with the Meeting
Order;

(b)

declare that: (i) the Plan has been approved by the Required Majority of each of
the Classes in conformity with the CCAA; (ii) the Companies have complied with
the provisions of the CCAA and all Orders in all respects; (iii) the Court is
satisfied that the Companies have not done or purported to do anything that is not
authorized by the CCAA; and (iv) the Plan and the transactions contemplated
thereby are fair and reasonable;

(c)

declare that, as at the Effective Time, the Plan and all associated steps,
compromises, transactions, arrangements, assignments, releases and the
restructuring effected thereby are approved, binding and effective as herein set out
upon the Companies, all Affected Creditors, and all other Persons affected by the
Plan;

(d)

authorize the alteration of the articles of Financing Inc. pursuant to Section 257 of
the Business Corporations Act, S.B.C. 2002, c. 57;

(e)

declare that the compromises, arrangements, discharges and releases referred to in
the Plan are approved and shall become binding and effective in accordance with
the Plan;

(f)

compromise, discharge and release the Companies from any and all Affected
Claims and declare that the ability of any Person to proceed against any of the
Companies in respect of or relating to any such Affected Claims shall be forever
discharged, extinguished, released and restrained, and all proceedings with respect
to, in connection with or relating to such Affected Claims shall be permanently
stayed against the Companies, subject only to the right of Affected Creditors to
receive distributions pursuant to the Plan in respect of their Affected Claims;

(g)

authorize and direct the Companies, after the Effective Date, to complete the Plan
Transactions and the Acquisition Transactions, all without the need for any
further approvals or actions on the part of the Directors and Officers or any other
Persons;

(h)

LEGAL_35045085.3

declare that, subject to the performance by the Companies of their obligations
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arrangements to which any of the Companies are a party shall be and remain in
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disclaimed or resiliated prior to the Effective Date, and no party to any such
obligation or agreement shall, on or following the Effective Date, accelerate,
terminate, refuse to renew, rescind, refuse to perform or otherwise disclaim or
resiliate its obligations thereunder, or enforce or exercise (or purport to enforce or
exercise) any right or remedy under or in respect of any such obligation or
agreement, by reason:

(i)

of any event which occurred prior to, and not continuing after, the
Effective Date or which is or continues to be suspended or waived under
the Plan, which would have entitled any other party thereto to enforce
those rights or remedies;

(ii)

that the Companies have sought or obtained relief or have taken steps as
part of the Plan or under the CCAA;

(iii)

of any default or event of default arising as a result of the financial
condition or insolvency of the Companies;

(iv)

of the effect upon the Companies of the completion of any of the
transactions contemplated under the Plan or the Acquisition Agreement;
and

(v)

of any compromises, settlements, restructurings and releases effected
pursuant to the Plan;

(i)

authorize all Persons named in the Plan to perform their functions and fulfil their
obligations under the Plan to facilitate the implementation of the Plan;

(j)

declare that all distributions to the Affected Creditors under the Plan are for the
account of the Companies and the fulfillment of the Companies' obligations under
the Plan;

(k)

declare that the Stay Period under the Initial Order continues until the discharge
of the Monitor;

(1)

confirm the releases contemplated in Section 7.2; and

(m)

authorize and direct the Monitor to apply to the Court for its discharge.
Conditions Precedent to Plan Implementation

5.3

The implementation of this Plan is subject to the satisfaction or waiver of the following
Conditions Precedent on or prior to the Effective Date:

(a)

the Acquisition Agreement has been executed by Financing Inc. and the
Purchaser;

(b)

all conditions precedent to the Acquisition Agreement shall have been satisfied or
waived in accordance therewith;
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(c)

the Plan shall have been approved by the Required Majority of each of the
Classes;

(d)

the Plan shall have been approved and sanctioned by the Court, and the Sanction
Order is in full force and effect and all applicable appeal periods in respect thereof
have expired and any appeals therefrom have been finally disposed of by the
applicable appellate court;

(e)

all definitive legal documentation contemplated by the Plan and the Sanction
Order, and necessary to complete the Plan Transactions, shall have been finalized,
executed and held in escrow for release on the Effective Date; and

(f)

the Purchaser shall have delivered funds to the Monitor in an amount sufficient to
fund the Bondholders' Pot and the Unsecured Creditors' Pot under this Plan.

Any Condition Precedent other than any statutory requirements regarding the voting, approval
and sanctioning of the Plan pursuant to the provisions of the CCAA may be waived by the
Companies with the written consent of the Purchaser.
ARTICLE 6
REORGANIZATION
Corporate and Other Authorizations

6.1

The adoption, execution, delivery, implementation and consummation of all matters
contemplated under the Plan involving corporate or other action of the Companies will occur and
be effective as of the Effective Time and will be authorized and approved under the Plan and by
the Court, where appropriate, as part of the Sanction Order, in all respects and for all purposes
without any requirement of further action by any of the Directors and Officers or Existing
Securities -holders. All necessary approvals to take actions, if required, shall be deemed to have
been obtained from the boards of directors of the Companies.
Plan Transactions

6.2

On or prior to the Effective Date, all Conditions Precedent must be satisfied or waived in
accordance with the Plan and the Sanction Order, and all actions, documents, agreements and
funding necessary to implement all of the following transactions must be in place and be final
and irrevocable prior to the Effective Date and shall then be held in escrow and shall be released
without any further act or formality and no other act or formality shall be required.
On the Effective Date, the following transactions will be deemed to have occurred:

(a)

the reorganization of Financing Inc.'s share capital as described in Article 6.3 of
this Plan; and

(b)

the Acquisition Transactions.

Notwithstanding anything to the contrary herein, after the Effective Date, the Companies, shall
take such steps as are necessary to record, document and give effect to the Plan Transactions.
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Reorganization of Financing Inc.'s Share Capital

Subject to the satisfaction of the conditions set out in Article 5.3 of this Plan, the following steps,
events, or transactions are to be immediately effected on the next Business Day following the
Effective Date, and be deemed to have occurred, in the following order without any further act or
formality required on the part of any Person:

(a)

all Common Shares shall be cancelled and shall be of no further force or effect,
and the obligations of Financing Inc. thereunder or in any way related thereto
shall be satisfied and discharged, with no compensation or participation being
provided or payable therefor, or in connection therewith, and all certificates
formerly representing the Common Shares shall be deemed to be cancelled and
shall be null and void;

(b)

Financing Inc. shall issue the New Shares to the Purchaser;

(c)

All remaining Existing Securities shall be cancelled and shall be of no further
force or effect, and the obligations of Financing Inc. thereunder or in any way
related thereto shall be satisfied and discharged, with no compensation or
participation being provided or payable therefor, or in connection therewith, and
all certificates formerly representing the Existing Securities shall be deemed to be
cancelled and shall be null and void; and

(d)

The Shareholder Agreement shall be terminated and shall be null and void..
ARTICLE 7
EFFECT OF PLAN

7.1

Binding Effect of the Plan

The Plan (including, without limitation, the releases and injunctions contained herein), upon
being sanctioned and approved by the Court pursuant to the Sanction Order shall be binding as of
the Effective Time on all Persons irrespective of the jurisdiction in which the Persons reside or in
which the Claims arose and shall constitute:
(a)

full, final and absolute settlement of all rights of any Affected Creditor; and

(b)

an absolute release, extinguishment and discharge of all indebtedness, liabilities
and obligations of or in respect of any Affected Claim.

7.2

Released Parties

From and after the filing of the Monitor's Implementation Certificate with the Court, each of the
Released Parties will be released and discharged from any and all demands, claims, actions,
causes of action, counterclaims, suits, debts, sums of money, accounts, covenants, damages,
judgments, expenses, executions, liens and other recoveries on account of any indebtedness,
liability, obligation, demand or cause of action of whatever nature that any Person (including any
Person who may claim contribution or indemnification against or from the Released Parties) may

be entitled to assert, including any and all Claims in respect of statutory liabilities of Directors
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and Officers, whether known or unknown, matured or unmatured, direct, indirect or derivative,
foreseen or unforeseen, existing or hereafter arising, based in whole or in part on any act or
omission, transaction, dealing or other occurrence existing or taking place on or prior to the
Effective Time relating to, arising out of or in connection with any Claim, including any Claim
arising out of (i) the restructuring, disclaimer, resiliation, breach or termination of any contract,
lease, agreement or other arrangement, whether written or oral, (ii) the Plan; (iii) the Plan
Transactions and any other transaction referenced in and relating to the Plan; and (iv) the CCAA
Proceedings.

From and after the Effective Time, all Persons, along with their respective affiliates, present and
former officers, directors, employees, associated individuals, auditors, financial advisors, legal
counsel, other professionals, sureties, insurers, indemnities, agents, dependants, heirs,
representatives and assigns, as applicable, are permanently and forever barred, estopped, stayed
and enjoined, on and after the Effective Time, with respect to claims against the Released
Parties, from:

(a)

commencing, conducting or continuing in any manner, directly or indirectly, any
action, suits, demands or other proceedings of any nature or kind whatsoever
(including, without limitation, any proceeding in a judicial, arbitral,
administrative or other forum) against any of the Released Parties;

(b)

enforcing, levying, attaching, collecting or otherwise recovering or enforcing by
any manner or means, directly or indirectly, any judgment, award, decree or order
against any of the Released Parties or their property;

(c)

commencing, conducting or continuing in any manner, directly or indirectly, any
actions, suits or demands, including without limitation by way of contribution or
indemnity or other relief, in common law, or in equity, breach of trust or breach of
fiduciary duty or under the provisions of any statute or regulation, or other
proceedings of any nature or kind whatsoever (including, without limitation, any
proceeding in a judicial, arbitral, administrative or other forum) against any
Person who, as a result, makes or might reasonably be expected to make a claim,
in any manner or forum, against any of the Released Parties;

(d)

creating, perfecting, asserting or otherwise enforcing, directly or indirectly, any
lien or encumbrance of any kind; or

(e)

taking any actions to interfere with the implementation or consummation of this
Plan or the transactions contemplated therein.

7.3

Claims Not Released

For clarity, nothing in Sections 7.1 or 7.2 will release or discharge:

(a)
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a Released Party if the Released Party is adjudged by the express terms of a
judgment rendered on a final determination on the merits to have committed fraud
or wilful misconduct or to have been grossly negligent or, in the case of Directors,
in respect of any claim referred to in section 5.1(2) of the CCAA.
Consents, Waivers and Agreements at the Effective Time

7.4

At the Effective Time, each Affected Creditor will be deemed to have consented and agreed to
all of the provisions of the Plan, in its entirety. Without limitation to the foregoing, each Affected
Creditor will be deemed:

(a)

to have executed and delivered to the Companies all consents, assignments,
releases and waivers, statutory or otherwise, required to implement and carry out

the Plan in its entirety;

or rescinded any demand for payment against the
Companies that has occurred on or prior to the Effective Date;

(b)

to have waived any default by

(c)

to have agreed that, if there is any

conflict between the provisions, express or
implied, of any agreement or other arrangement, written or oral, existing between
such Affected Creditor and any of the Companies with respect to an Affected

Claim as at the Effective Date and the provisions of the Plan, then the provisions
of the Plan take precedence and priority and the provisions of such agreement or
other arrangement are amended accordingly; and

(d)

from and after the Effective Time, such Affected Creditor shall be deemed to have
waived any and all defaults of the Companies then existing or previously
committed or caused by the Companies, directly or indirectly, or non-compliance
with any covenant, warranty, representation, term, provision, condition or
obligation, express or implied, in any contract, credit document, agreement for
sale, lease or other agreement, written or oral, and any and all amendments or
supplements thereto, existing between such Affected Creditor and any of the
Companies arising from the CCAA Proceedings or the transactions contemplated
by the Plan and the failure by the Companies to receive any consent from such
Affected Creditor to any transaction contemplated by the Plan and any and all
notices of default and demands for payment under any instrument, including any
guarantee arising from such default, shall be deemed to have been rescinded.
ARTICLE 8
GENERAL

8.1

Amendments to the Plan

Before and during the Meeting, with the prior express consent of the Purchaser, the Companies
may at any time and from time to time, amend the Plan by written instrument and the Monitor
shall post such amendment on the Website. The Monitor will advise all Affected Creditors
present at the Meeting of the details of any such amendment prior to the vote being taken to
approve the Resolution.
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After the Meeting, with the prior written consent of the Purchaser, the Companies may at any
time and from time to time amend the Plan:
(a)

without an Order if, in the opinion of the Monitor, such amendment would not be
materially prejudicial to the interests of the Affected Creditors under the Plan or is
necessary to give effect to the full intent of the Plan or the Sanction Order; or

(b)

pursuant to

8.2

an Order made on notice to all Persons potentially affected by such
variation, amendment, modification or supplement.
Severability

If, prior to the Effective Time, any provision of the Plan is held by the Court to be invalid, void
or unenforceable, the Court, at the request of the Companies with the prior written consent of the
Purchaser, may alter and interpret such provision to make it valid or enforceable to the maximum
extent practicable, consistent with the original purpose of such provision, and such provision will
then be applicable as altered or interpreted and the remainder of the provisions of the Plan will
remain in full force and effect and will in no way be invalidated by such alteration or
interpretation.
8.3

Deeming Provisions

In the Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.

8.4

Paramountcy

From and after the Effective Time, any conflict between the Plan and the covenants, warranties,
representations, terms, conditions, provisions or obligations, expressed or implied, of any
contract, mortgage, security agreement, indenture, trust indenture, loan agreement, commitment
letter, agreement for sale, bylaws of the Companies, lease or other agreement, written or oral and
any and all amendments or supplements thereto existing between one or more of the Affected
Creditors and either of the Companies as at the Effective Date will be deemed to be governed by
the terms, conditions and provisions of the Plan and the Sanction Order. Notwithstanding the
foregoing, as between the Plan and the Sanction Order, the terms of the Sanction Order shall take
precedence.
8.5

Set-Off

Subject to Sections 3.10 and 4.6, the law of set-off applies to all Affected Claims.

8.6

Responsibilities of the Monitor

The Monitor is acting in its capacity as monitor of the Companies in the CCAA Proceedings and
not in its personal capacity and will not be responsible or liable for any obligations of the
Companies under the Plan, including with respect to the making of distributions or the receipt of
any distribution by an Affected Creditor pursuant to the Plan. The Monitor will have the powers
and protections granted to it by the Plan, the CCAA and any Orders.
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Different Capacities

8.7

Persons who are affected by the Plan may be affected in more than one capacity. Unless
expressly provided herein to the contrary, a Person will be entitled to participate hereunder in
each such capacity in accordance with the Meeting Order. Any action taken by a Person in one
capacity will not affect such Person in any other capacity, unless otherwise provided in the
Meeting Order, or unless expressly agreed by the Person in writing.
Further Assurances

8.8

At the request of the Monitor, the Companies or the Purchaser, each of the Persons named or
referred to in, or subject to, the Plan will execute and deliver all such documents and instruments
and do all such acts and things as may be necessary or desirable to carry out the full intent and
meaning of the Plan and to give effect to the transactions contemplated herein, including the Plan
Transactions and the Acquisition Transactions, notwithstanding any provision of the Plan that
deems any transaction or event to occur without further formality.
Governing Law

8.9

The Plan will be governed by and construed in accordance with the laws of the Province of
British Columbia and the laws of Canada applicable therein.
Notices

8.10

Except as otherwise provided for in the Meeting Order, any other notice or other communication
be delivered or filed hereunder must be in writing and reference the Plan and may, subject as
hereinafter provided, be made or given by personal delivery, ordinary mail, facsimile or by email (scanned copy) addressed to the respective parties as follows:

to

(a)

if to the Companies:

Creditloans Canada Financing Inc. and Creditloans Canada Capital Inc.
500 2550 Victoria Park Avenue
North York, Ontario M2J 5A9
Attention: Nathan Slee and Kiya Hushyar
-

Email:

nathan.sleeprogressa.com
kiya.hushyarprogressa.com

With a copy to:
McMillan LLP
Royal Centre, 1055 West Georgia Street, Suite 1500
Vancouver, British Columbia V6E 4N7
Attention: Vicki Tickle and Daniel Shouldice
Email:
vicki.tickle@mcmillan.ca

daniel.shouldice@mcmillan.ca
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if to the Monitor:

BDO Canada Limited, in its capacity as court -appointed monitor of the
Companies
Attention: Ilya Margulis
imargulis(bdo.ca
Email:

With a copy to:

Fasken Martineau DuMoulin LLP
Suite 2900, 550 Burrard Street
Vancouver, British Columbia V6C 3A8
Attention: Kibben Jackson and Glen Nesbitt
kjackson@fasken.com
Email:
gnesbitt@fasken.com
or to such other address as any party may from time to time notify the others in accordance with
this section. All such communications that are delivered will be deemed to have been received on
the day of delivery. All such communications that are sent by e-mail (scanned copy) will be
deemed to be received on the day sent if sent before 5:00 p.m. on a Business Day and otherwise
will be deemed to be received on the Business Day next following the day upon which such email (scanned copy) was sent. Any notice or other communication sent by mail will be deemed
to have been received on the fifth Business Day after the date of mailing. The unintentional
failure by the Companies to give a notice contemplated hereunder will not invalidate any action
taken by any Person pursuant to the Plan. For clarity, any notice or communication in respect of
a notice of dispute of claim filed with the Monitor must be delivered to the Monitor in
accordance with the Claims Process Order.
DATED at the City of Vancouver, in the Province of British Columbia, this 13th day of
November, 2020.
Creditloans Canada Financing Inc. and
Creditloans Canada Capital Inc.
oocuSigned by:

Per:

OES34DE2AC7O4E?...

Authorized Signatory
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641,456

(344,552)

-

(344,552)

(77,322)

(16,907)
(82,541)
22,127

(421,873)

(79,045)
(342,828)
-

$760,000
$790,732
$30,732
$1,746,007 $1,432,188 ($313,820)

986,007

-

641,456

532,997

180,896
43,613
308,488

1,174,453

821,188
353,265
-

Weekly

1,966,004

184,757
28,883
34,845
48,658
15,225
112,268
871,670
237,834
18,030
42,471
31,941
339,423

640,622

640,622
-

Week 2
to
Actual

1,432,188

1,106,771

1,531,611

(325,417)

999,965

1,746,007

(214,396)

1,000,000

(1,214,396) (1,325,382)

1,824,838

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

610,442

610,442
-

05-Oct
Forecast

Weekly

(313,820)
(424,840)

(111,020)

(35)

(110,985)

141,165

184,757
(121,117)
21,245
(7,082)
(2,286)
25,205
18,897
4,287
1,836
7,506
(94,886)
102,804

30,180

30,180
-

11-Oct
Variance

Weekly

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.

This statement is to be read in conjunction with the Cash Flow Forecast and the related notes/assumptions
as attached to the Monitor's First Report dated October 1, 2020

Opening cash balance
Closing cash balance

Net Cash Flow after DIP Funding

-

986,007

DIP Funding

610,319

Net Cash Flow

197,803
126,155
286,362

1,596,326

900,233
696,093
-

04-Oct
Variance

28-Sep
Forecast

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

To

Weekly

Weekly

Week 1
to
Actual

Weekly

Creditloans Canada Financing Inc.
Cash Flow - Comparison of Forecast to Actuals for the Five Weeks Ended November 8, 2020

2,013,330

1,531,611

481,719

-

481,719

779,245

205,794
30,000
53,355
189,225
300,871

1,260,964

741,358
519,606
-

12-Oct
Forecast

Weekly

Weekly

1,704,591

1,106,771

597,820

-

597,820

553,726

30,000
82,155
170,752
270,819

1,151,546

704,452
427,351
19,744

Week 3
to
Actual

(424,840)
(308,739)

116,101

-

116,101

(225,519)

(205,794)
28,801
(18,473)
(30,053)

(109,418)

(36,906)
(92,256)
19,744

18-Oct
Variance

Weekly

1,571,050

2,013,330

(442,280)

500,000

(942,280)

1,607,411

19,600
55,739
17,511
906,047
256,216
16,334
335,964

665,131

615,131
50,000

19-Oct
Forecast

Weekly

Weekly

814,567

1,704,591

(890,024)

-

(890,024)

1,486,838

(110,188)
14,257
62,498
20,279
864,948
181,723
14,046
111,801
31,233
296,241

596,813

596,813
-

Week 4
to
Actual

(308,739)
(756,483)

(447,744)

(500,000)

52,256

(120,574)

(110,188)
(5,343)
6,758
2,768
(41,099)
(74,493)
(2,289)
111,801
31,233
(39,723)

(68,318)

(18,318)
(50,000)

25-Oct
Variance

Weekly

2,386,080

1,571,050

815,031

-

815,031

745,095

205,794
30,000
173,955
335,346

1,560,126

844,732
715,394
-

26-Oct
Forecast

Weekly

982,854

814,567

168,287

-

168,287

703,695

173,574
32,666
497,454

871,982

871,982
-

Week 5
to
Actual

Weekly

(756,483)
(1,403,226)

(646,743)

-

(646,743)

(41,400)

(32,220)
(30,000)
(141,288)
162,108

(688,144)

27,250
(715,394)
-

01-Nov
Variance

Weekly

1,522,716

2,386,080

(863,365)

275,000

(1,138,365)

1,753,205

44,000
45,061
14,126
70,414
897,324
263,018
16,334
35,068
126,830
241,030

614,840

614,840
-

23-Nov
Forecast

Weekly

739,423

982,854

(243,432)

500,000

(743,432)

1,662,720

86,024
96,244
58,492
18,139
925,347
264,326
21,497
192,594

919,288

577,259
342,030
-

Week 6
to
Actual

Weekly

(1,403,226)
(783,293)

619,933

225,000

394,933

(90,485)

86,024
52,244
13,431
4,013
(70,414)
28,024
1,308
5,163
(35,068)
(126,830)
(48,436)

304,448

(37,582)
342,030
-

08-Nov
Variance

Weekly

1,522,716

760,000

762,716

1,775,000

(1,012,284)

7,320,114

609,391
210,000
430,664
156,540
49,148
157,478
2,656,143
752,781
48,863
70,032
253,657
189,225
1,736,193

6,307,829

4,326,736
1,931,093
50,000

28-Sep
Forecast

Weekly

739,423

790,732

(51,309)

1,499,965

(1,551,274)

6,905,979

429,038
144,907
303,782
169,648
53,644
112,268
2,661,965
683,883
53,573
154,272
63,174
170,752
1,905,019

5,354,705

4,212,315
1,122,646
19,744

Total
to
Actual

Weekly

30,732
(783,293)

(814,025)

(275,035)

(538,990)

(414,135)

(180,353)
(65,093)
(126,882)
13,108
4,496
(45,209)
5,822
(68,898)
4,711
84,240
(190,483)
(18,473)
168,826

(953,124)

(114,421)
(808,447)
(30,256)

08-Nov
Variance

Weekly

APPENDIX "C"

(51,309)

$790,732
$739,423

Net Cash Flow after DIP Funding

Opening cash balance
Closing cash balance

1,499,965

(1,551,274)

Net Cash Flow

DIP Funding

$6,905,979

429,038
144,907
303,782
169,648
53,644
112,268
2,661,965
683,883
53,573
154,272
63,174
170,752
1,905,019

$5,354,705

4,212,315
1,122,646
19,744

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

From
To

$ Cdn
28-Sep-20
08-Nov-20

Actual

Creditloans Canada Financing Inc.
Cash Flow Forecast
For the 10 week period of November 9, 2020 - January 17, 2021

-

225,000

$627,830

$442,179

-$185,650

$739,423

$

$627,830

-$111,593

-$410,650

$1,681,235

$0
$50,000
$41,000
$45,061
$14,126
$0
$746,024
$266,384
$13,417
$0
$0
$165,351
$339,871

$1,270,585

$655,668
$564,917
$50,000

Week 8
16-Nov-20
22-Nov-20

$

$515,854

$442,179

$73,674

-

$73,674

$566,567

$207,803
$0
$48,800
$0
$0
$0
$0
$0
$0
$0
$0
$0
$309,964

$640,241

$640,241
$0
$0

Week 9
23-Nov-20
29-Nov-20

$

$1,819,022

$515,854

$1,303,168

275,000

$1,028,168

$450,827

$0
$50,000
$172,430
$0
$0
$0
$0
$0
$0
$0
$0
$0
$228,398

$1,478,996

$808,912
$670,083
$0

Week 10
30-Nov-20
06-Dec-20

$788,305

$1,819,022

-$1,030,716

-$1,030,716

$1,597,255

$0
$288,619

0
0

$744,613
$269,277
$13,417

$207,803
$0
$17,000
$43,096
$13,429

$566,539

$566,539
$0
$0

$

$1,174,421

$788,305

$386,115

-

$386,115

$927,752

$0
$50,000
$65,130
$0
$0
$105,906
$0
$0
$0
$33,438
$126,830
$193,577
$352,871

$1,313,867

$724,960
$538,907
$50,000

Week 12
14-Dec-20
20-Dec-20

Forecast

Week 11
07-Dec-20
13-Dec-20

$

$312,582

$1,174,421

-$861,839

-

-$861,839

$1,440,272

$0
$0
$24,800
$43,096
$13,429
$0
$776,819
$297,991
$13,173
$0
$0
$0
$270,964

$578,433

$578,433
$0
$0

Week 13
21-Dec-20
27-Dec-20

$

$1,128,476

$312,582

$815,894

-

$815,894

$604,395

$207,803
$50,000
$131,930
$0
$0
$0
$0
$0
$0
$0
$0
$0
$214,662

$1,420,289

$724,196
$696,093
$0

Week 14
28-Dec-20
03-Jan-21

$

$593,125

$1,128,476

-$535,352

-

-$535,352

$1,821,218

$0
$0
$0
$43,906
$13,429
$0
$776,819
$269,278
$12,929
$0
$0
$197,448
$507,409

$1,285,866

$599,899
$685,968
$0

Week 15
04-Jan-21
10-Jan-21

$

$754,349

$593,125

$161,224

-

$161,224

$939,348

$207,803
$50,000
$0
$0
$0
$106,758
$0
$0
$0
$33,438
$126,830
$0
$414,519

$1,100,571

$706,778
$393,793
$0

Week 16
11-Jan-21
17-Jan-21

$739,423
$754,349

14,926

500,000

(485,074)

$10,923,617

1,039,014
250,000
562,719
175,160
54,413
322,462
3,044,275
1,102,930
52,936
101,944
380,490
556,376
3,280,898

$10,438,543

6,788,782
3,549,761
100,000

$ Cdn
09-Nov-20
17-Jan-21

Forecast

Creditloans Canada Financing Inc.
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Total

$ Cdn
28-Sep-20
17-Jan-21

$790,732
$754,349

(36,383)

1,999,965

(2,036,348)

$17,829,596

1,468,052
394,907
866,500
344,808
108,057
434,730
5,706,241
1,786,813
106,510
256,215
443,664
727,128
5,185,917

$15,793,248

11,001,098
4,672,406
119,744

APPENDIX "D"

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.

$

-$111,593

$894,748

$207,803
$0
$61,630
$0
$0
$109,798
$0
$0
$0
$35,068
$126,830
$0
$353,619

$783,155

$783,155
$0
$0

Week 7
09-Nov-20
15-Nov-20
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Creditloans Canada Financing Inc.
Cash Flow Forecast Assumptions
For the 10 week period of November 9, 2020 - January 17, 2021
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 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 November 9, 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 – Assumed $100,000/month for all professionals involved in 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 cash flows 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 – In line with actual results over the past six weeks. The funding for these
originations will be a combination of utilising DIP funds and funding from 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 Extended Forecast
Period, a further $500,000 will be drawn over the $1,500,000 drawn to-date.
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.

$

$

$
$

Net Cash Flow

Opening Cash Balance
Closing Cash Balance

$

1,128,476
1,577,620

449,144
$
$

$

(100,000) $

549,144

$
$
$
$
$

$

$
$
$
$
$
$

$

$

$
$
$
$
$

1,577,620
1,175,612

$
$

(402,008) $

(100,000) $

(302,008) $

(66,579)
(66,579)

(708,135) $

472,705

(1,758,164) $
(375,912) $
(2,134,076) $

1,784,229
150,500
31,149
640,903
2,606,782

Feb-21
-

$
$
$
$
$
$
$
$

$

$
$
$
$
$

1,175,612
718,025

$
$

(457,587) $

(100,000) $

(357,587) $

(116,472)
(66,579)
(183,051)

(683,135) $

508,599

(1,717,066) $
(440,747) $
(2,157,812) $

1,739,808
147,872
29,953
748,778
2,666,411

Mar-21
$
$
$
$
$
$
$
$

$

$

$
$
$
$
$

718,025
787,832

69,807
$
$

$

(100,000) $

169,807

(1,500,000)
(15,000)
(66,579)
(250,000)
(1,831,579)

(658,135) $

2,659,521

(1,557,855) $
(504,818) $
(2,062,673) $

1,500,000
500,000
1,693,096
145,350
28,800
854,947
4,722,193

Apr-21

$
$
$
$
$
$

$

$

$
$
$
$
$

787,832
638,683

$
$

(149,148) $

(100,000) $

(49,148) $

(15,000)
(66,579)
(81,579)

(658,135) $

690,565

(1,518,260) $
(567,976) $
(2,086,236) $

1,644,262
142,548
27,689
962,302
2,776,802

May-21
$
$
$
$
$
$

$

$

$
$
$
$
$

638,683
396,839

$
$

(241,845) $

(100,000) $

(141,845) $

(116,472)
(15,000)
(66,579)
(198,051)

(658,135) $

714,341

(1,478,328) $
(630,233) $
(2,108,561) $

1,588,292
139,876
26,627
1,068,107
2,822,903

Jun-21
-

Creditloans Canada Financing Inc.
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$
$
$
$
$
$

$

$

$

$
$
$
$
$

396,839
785,449

388,610
$
$

$

(100,000) $

488,610

(15,000)
(66,579)
(81,579)

(658,135) $

1,228,324

(1,438,834) $
(692,610) $
(2,131,444) $

500,000
1,525,454
136,110
25,618
1,172,587
3,359,769

Jul-21

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.

$

(135,436)
(135,436)

$
$
$
$
$

Internally Funded Originations Outlfow

(703,963) $

$

Net Cash flow

1,388,544

$

Gross Margin
Outflows
Expenses and other costs
Payments as per Plan of Arrangement
Current Bondholders/Future Promissory Notes
Cost of Capital on Bondholderpayout
MAC and Paybright Arrears
Outstanding Unsecured Creditors

(1,852,175) $
(310,534) $
(2,162,709) $

$
$
$
$
$
$

$
$
$

$

Legacy - P&I Paid
New Originations - P&I Paid

1,000,000
1,834,563
153,009
32,383
531,298
3,551,253

$
$
$
$
$
$
$
$

Bondholder Lump Sum Injection as per Plan
Sale of Unecumbered Loans
Cash Infusions from Shareholders
Legacy - P&I Received
Legacy - Insurance Premiums
Legacy - NSF Fees
New Originations - P&I Received

Jan-21

Creditloans Canada Financing Inc.
Cash Flow Forecast
For the 12 month period of January, 2021 - December 2021
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$
$
$
$
$
$

$

$

$

$
$
$
$
$

785,449
697,238

$
$

(88,211) $

(100,000) $

11,789

(15,000)
(66,579)
(81,579)

(658,135) $

751,502

(1,406,952) $
(752,655) $
(2,159,607) $

1,477,601
132,759
24,651
1,276,099
2,911,109

Aug-21
$
$
$
$
$
$

$

$

$
$
$
$
$

697,238
514,204

$
$

(183,034) $

(100,000) $

(83,034) $

(116,472)
(15,000)
(66,579)
(198,051)

(658,135) $

773,152

(1,370,346) $
(812,738) $
(2,183,084) $

1,426,144
127,995
23,716
1,378,381
2,956,235

Sep-21
$
$
$
$
$
$

$

$

$

$
$
$
$
$

514,204
471,419

$
$

(42,785) $

(100,000) $

57,215

(15,000)
(66,579)
(81,579)

(658,135) $

796,929

(1,333,675) $
(869,379) $
(2,203,054) $

1,376,188
124,886
22,811
1,476,097
2,999,983

Oct-21
$
$
$
$
$
$

$

$

$

$
$
$
$
$

471,419
479,003

7,584

$
$

$

(100,000) $

107,584

(15,000)
(32,150)
(47,150)

(658,135) $

812,869

(1,309,586) $
(925,407) $
(2,234,993) $

1,333,310
120,583
21,925
1,572,045
3,047,863

Nov-21

APPENDIX "E"

-

479,003
386,264

(92,739)

(100,000)

7,261

(116,472)
(15,000)
(32,150)
(163,622)

(658,135)

829,018

(1,289,551)
(977,665)
(2,267,216)

1,295,073
116,942
21,056
1,663,163
3,096,234

Dec-21
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Creditloans Canada Financing Inc.
12 Month Forecast
For the period of January, 2021 – December 2021, 2021
The following probable and hypothetical assumptions are to accompany the 12 month forecast
prepared by Creditloans Canada Financing Inc. (“Financing Inc”).
General:
1. The purpose of this cash flow forecast is to set out the projected liquidity of Financing Inc. for
the first twelve months post the CCAA proceedings.
2. Creditloans Canada Capital Inc. is not included in this forecast as it is assumed that there will be
no activity within that company.
3. The information provided in this forecast 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 Monitor, BDO Canada Limited) expresses assurance as to whether the forecast
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 from the companies’ Extended
Cash Flow Forecast as at January 3, 2021.
Forecast Structure
The model was created by looking at Financing Inc.’s legacy loans portfolio and layering on the
anticipated future loans portfolio:
- Legacy portfolio: this represents the anticipated cash flows and associated interest costs from
Financing Inc.’s Static Runoff Model for currently outstanding loans.
- Anticipated portfolio: represents future originations of loans and anticipated interest costs if the
CCAA plan is approved. This also represents all future expenses relating to OPEX and variable
origination costs.
General Assumptions
- As at the beginning of the period there estimated to be approximately $1.5 million in
unencumbered loans, which are then sold to fund operations.
- Funds are available from the new shareholder on an as needed basis to fund operations.
- Term of outstanding loans: Since January 2020 the average term of Financing Inc.’s portfolio at
inception has been approximately 39 months and this has been used in the forecast
- Average Portfolio Delinquency: This presents what percentage of Financing Inc.’s portfolio is
expected to miss a payment but subsequent payments continue being made. The larger the
percentage the greater the value of the portfolio because it extends the term of the portfolio
therefore more revenue is earned over time. This is not loans that are expected to go bad and
never recover. The value utilized is 10% based on historical results.
- Originations of loans: To be conservative originations have been forecast to plateau at monthly
originations of $2 million a month which corresponds to originations experienced 4 years ago.
Prior to the Pandemic, in October and November of 2019 originations were $2.8 and $3.2
million respectfully.
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-

Rates of Return: Conservative estimate based on historical returns
Assumptions surrounding the source of funding of originations have been made whereby they
are split between two rates based on current funding sources and rates and expected future
funding sources at lower rates.
Early Pay Outs (“EPO”) have been estimated based on historical experience and the curve was
created off past experience. The impact here is that it reduces the average duration of the
loans.
Loss Curves: the higher the loss curve the greater than non-performing portfolio therefore less
revenues and capital return. The curve has been modeled based on past experience.
The expenses have are based on Financing Inc.’s current run-rate
Assumptions with respect to implementation of CCAA Plan of Arrangement
o Bond proposal: Assumes that $1.5 million is paid out based on Bondholders selecting
the lump sum option with the balance being paid out over five years based on quarterly
payments. This also contemplates the $1.5 million initial payment being financed at
12% per annum.
o Payout of arrears to MAC and Paybright modeled in over twelve months
o Unsecured creditors – assumes a total of $250,000 being made available to unsecured
creditors.

