
Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.

Applicant

- and -

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL, VERSITEC MARINE HOLDINGS
INC., VERSITEC MARINE USA INC., DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER

Respondents

IN THE MATTER OF AN APPLICATION PURSUANT TO SUBSECTION 243(1) OF THE
BANKRUTPCY AND INSOLVENCY ACT, R.S.C. 1985 c. B-3, AS AMENDED; AND

SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.O. 1990, c. C.43 AS AMENDED

FIRST REPORT TO THE COURT
SUBMITTED BY BDO CANADA LIMITED

IN ITS CAPACITY AS PROPOSED SUBSTITUTE RECEIVER OF
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL

and
VERSITEC MARINE USA INC.

FEBRUARY 9, 2021



Page 1

Table of Contents
Page

1.0 INTRODUCTION AND PURPOSE OF REPORT ............................................................................ 2
1.0 Corporate Overview .................................................................................................... 2
1.1 Receivership Proceedings ........................................................................................... 2
1.2 Purpose of this Report ................................................................................................ 3
1.3 Scope and Terms of Reference .................................................................................. 3

2.0 RECEIVER’S ACTIVITIES ............................................................................................................ 4
2.0 Initial Enquiries and SISP Development ..................................................................... 4

3.0 PROPOSED SALE & INVESTMENT SOLICITATION PROCESS ..................................................... 4

4.0 RECOMMENDATIONS ................................................................................................................. 6

Listing of Appendices

Appendix A - Appointment Order of J. Gilmore dated March 9, 2020

Appendix B - SISP Timetable



Page 2

1.0 INTRODUCTION AND PURPOSE OF REPORT

1.0 Corporate Overview

1.0.1 1635536 Ontario Inc. o/a Versitec Marine & Industrial (“Versitec Canada”) is an Ontario
corporation with its registered office located at 4 Stonebridge Drive, Unit 4, Port
Colborne, Ontario.  Versitec Canada manufactures and installs marine stern tube seals
for ship owners and service suppliers across the globe.

1.0.2 Versitec Marine USA Inc. (“Versitec USA”) is a Delaware corporation with its head office
address indicated to be 874 Walker Road, Suite C, Delaware, USA, and mailing address
listed as 1623 Military Road, #283, Niagara Falls, New York.

1.0.3 Versitec Marine Holdings Inc. is a Bahamian company and corporate shareholder of
Versitec USA.

1.0.4 Versitec Canada and Versitec USA are hereinafter collectively referred to as the
“Debtors”.

1.1 Receivership Proceedings

1.1.1 Liquid Capital Exchange Corp. (“LCX”) provided Versitec Canada and Versitec USA with
an accounts receivable factoring facility to finance its operations. The financing
agreement was evidenced by an executed Purchase and Sale Agreement setting out the
terms pursuant to which LCX agreed to purchase or factor accounts receivable of the
Respondents.

1.1.2 On March 9, 2020, LCX brought an application for the appointment of a receiver under
section 243(1) of the Bankruptcy & Insolvency Act, R.S.C. 1985, C. B-3, as amended and
section 101 of the Courts of Justice Act, R.S.O. 1990, C. C-43, as amended. Morgan &
Partners Inc. was appointed receiver (the “Initial Receiver”), without security, of:

a) all of the assets, undertakings and properties of Versitec USA; and

b) specific accounts receivable of Versitec Canada,

acquired for or used in relation to a business carried on by the Debtors, including all
proceeds thereof (all collectively, the “Property”).

1.1.3 A copy of the March 9, 2020 appointment order (the “Initial Appointment Order”) is
attached hereto as Appendix “A”.

1.1.4 The Proposed Receiver has been advised that the Initial Receiver has supervised the
operations of the Debtors for the past ten (10) months and distributed $60,000 to LCX
on account of proceeds received in respect of specific purchased invoices that were
collected by the Initial Receiver.

1.1.5 The Initial Receiver, with the support of LCX, is bringing a motion to be heard on Friday,
February 12, 2021, wherein the Initial Receiver is seeking to be replaced by BDO Canada
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Limited (“BDO”) to act in the capacity of court appointed receiver (the “Proposed
Receiver”), and further, to increase the powers of the Proposed Receiver to include
authority to conduct a sale and investment solicitation process (the “SISP”) for the sale
of the business and all assets, properties and undertakings of the Debtors.

1.1.6 BDO has consented to act in the capacity as Proposed Receiver.

1.2 Purpose of this Report

1.2.1 This constitutes the Proposed Receiver’s preliminary report to the Court (the
“Preliminary Report”) in this matter and it is filed to:

· Provide this court with details of the Proposed Receiver’s proposed sale and
investment solicitation process (the “SISP”);

· Request an Order, inter alia:

- approving the SISP as outlined in this Preliminary Report and the activities
of the Proposed Receiver set out herein; and

- such other relief as the Court deems appropriate.

1.3 Scope and Terms of Reference

1.3.1 The Preliminary Report has been prepared for the use of this Court, to assist the Court
in making a determination of whether to approve the relief sought herein. Accordingly,
the reader is cautioned that the Preliminary Report may not be appropriate for any
other purpose. The Proposed Receiver will not assume responsibility or liability for losses
incurred by the reader as a result of the circulation, publication, reproduction or use of
the Preliminary Report different than the provisions of this paragraph.

1.3.2 In preparing this Preliminary Report, the Proposed Receiver has relied upon the Debtors’
records and available unaudited financial information. While the Proposed Receiver has
reviewed certain of the Debtors’ records, such work does not constitute an audit or
verification of such information for accuracy, completeness, or compliance with
Generally Accepted Accounting Principles or International Financial Reporting
Standards. Accordingly, the Proposed Receiver expresses no opinion or other form of
assurances with respect to such information except as expressly stated herein.

1.3.3 Capitalized terms used but not defined in this Preliminary Report shall have the meaning
ascribed to them in the Initial Appointment Order.

1.3.4 This Preliminary Report, and all court materials and orders issued and filed in these
receivership proceedings are available on the Proposed Receiver’s website at:
http://extranets.bdo.ca/versitecmarine and will remain available on the website for a
period of six (6) months following the Proposed Receiver’s discharge.
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2.0 RECEIVER’S ACTIVITIES

2.0 Initial Enquiries and SISP Development

2.0.1 The Proposed Receiver’s activities to date have been limited to gaining an understanding
of the current status of these receivership proceedings, current operations of the
Debtors and development of the SISP as proposed herein.

2.0.2 The Proposed Receiver understands that the primary assets of the Debtors are:
a) Customer list and contracts;

b) Customer accounts receivable;

c) Inventory;

d) Equipment and moulds used by third party manufacturing.

3.0 PROPOSED SALE & INVESTMENT SOLICITATION PROCESS

3.1 It is the view of the Initial Receiver, the Proposed Receiver and LCX that the market
should be canvassed through a court supervised sale process in order to effect a
restructuring of the Debtors business and/or to achieve maximum value for the
stakeholders. As a result, the Proposed Receiver has formulated the SISP for which
approval is being sought from the Honourable Court. The SISP is anticipated to be
conducted over a three (3) month period during which time the Proposed Receiver will
endeavour to obtain offers for investment in the Debtors and/or offers to purchase the
Property of the Debtors, and thereafter enter into a definitive asset purchase agreement
or transaction, subject to subsequent Court approval.

3.2 The proposed timetable for the SISP is attached hereto as Appendix “B”.

3.0.2 The following is a summary of the key steps of the SISP:

· Potential purchasers (known to, or identified by, the Proposed Receiver) will be
given notice of the acquisition opportunity for the Debtors’ assets and business by
sending an information summary of the opportunity (“Teaser”) to such parties, as
soon as possible after Court approval of the SISP;

· An advertisement will be placed in the National edition of the National Post (the
“Advertisement”) as soon as possible after Court approval of the SISP;

· A link to the Advertisement will be posted with the “Insolvency Insider”, which is
distributed to a wide range of insolvency and restructuring professionals;

· The opportunity will be exposed to the BDO member network;



Page 5

· The opportunity will also be placed on the Proposed Receiver’s web site;

· Upon execution of a confidentiality and non-disclosure agreement (the “NDA”)
provided by the Proposed Receiver, potential purchasers will be provided with a
confidential information memorandum (the “CIM”) and the opportunity to
commence due diligence, including gaining access to the Proposed Receiver’s
secure data room (the “Data Room”), where additional confidential information
will be made available by the Proposed Receiver, and/or gaining access to and
touring the Debtors’ premises and operations;

· Bidders on the business assets will be required to provide a deposit of not less than
10% of the purchase price offered (a “Deposit”) and to submit their bids in the
form of the template asset purchase agreement (the “APA”) to be provided by the
Proposed Receiver;

· Bidders submitting offers of financing or equity investment or other non-sale
proposals, will be required to provide evidence of the financial means to complete
the proposed transaction satisfactory to the Proposed Receiver, in its sole
discretion, as well as a deposit of not less than 10% of the value of the proposed
transaction (also, a “Deposit”);

· All Deposits shall be held by the Proposed Receiver, in trust, in a non-interest
bearing account, to be returned to the respective depositors, as soon as
practicable, following the earlier of (a) written determination by the Proposed
Receiver that the subject offer is rejected and (b) the date on which the Court
approves a transaction other than the subject offer;

· The proposed bid deadline is 5:00 p.m. on Friday, April 23, 2021 (the “Bid
Deadline”) for prospective purchasers to submit binding offers in accordance with
the SISP;

· Based on its review of offers received, the Proposed Receiver will determine the
most favourable outcome and proceed to finalize the APA and/or transaction with
the successful bidder, subject to Court approval;

· The Proposed Receiver is not obligated to accept the highest, or any, offer;

· The Proposed Receiver shall have the right to extend timelines set forth in this SISP
as described herein for up to 30 days.  All other extensions to the SISP shall require
further Court approval.

3.1 Overall, the proposed SISP provides in excess of ten weeks to market the opportunity
and canvass the market for Qualified Bids.  The SISP contemplates a thorough marketing
effort to attract firm purchase offers for the Debtors’ interest in the Property.

3.2 Upon Court approval the Proposed Receiver will immediately begin to implement the
SISP.
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4.0 RECOMMENDATIONS

4.1 The Proposed Receiver respectfully submits this Preliminary Report to the Court in
support of the Proposed Receiver’s motion for an Order:

· authorizing and directing the Proposed Receiver to implement the SISP as outlined
herein, with such minor amendments as the Receiver may deem necessary or
appropriate; and

· Such other relief as the Court deems appropriate.

 All of which is respectfully submitted this 9th day of February, 2021.

BDO CANADA LIMITED,
in its capacity as PROPOSED COURT-APPOINTED RECEIVER OF
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
and VERSITEC MARINE USA INC.,
and without personal or corporate liability

Per: Peter Crawley, MBA, CPA, CA, CIRP, LIT
Vice President
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APPENDIX “B”

February 5, 2021

1635536 Ontario Inc. o/a Versitec Marine & Industrial and
Versitec Marine USA Inc.

SISP TIMETABLE

Event Timing
I Motion for the appointment of substitute Proposed Receiver and

approval of SISP
Friday, February 12, 2021

3 Upon appointment and approval of SISP, the Proposed Receiver
will contact any identified potential purchasers and invite them to
submit a bid for the Property.

Within 5 days of
appointment and SISP
approval.

4 Advertise the sale of the Property in the National Post
(National Edition), and online or otherwise as considered
appropriate by the Proposed Receiver.

Within 5 days of
appointment and SISP
approval.

5 Information pertaining to this opportunity will be posted on the
Proposed Receiver's website, which will include

• Invitation for Offers to purchase the Property;
• Confidentiality Agreement.

Within 5 days of
appointment and sale
process approval.

6 Interested parties given access to additional data, data room
and be provided with an opportunity to conduct site visits
(subject to receipt of a signed confidentiality agreement).

Over a period of 10 weeks

7 Deadline for submission of Qualified Bids ("Bid Deadline ") 4:00 PM (EST) on Friday,
April 23, 2021.

8 Receiver evaluates bids received and selects winning bid; return
deposits to bidders that are determined not to be successful and
are not asked to stand as a “back up” transaction (if applicable)

Within 2 business days of
Bid Deadline

9 Finalize asset purchase agreement (“APA”) and/or alternate
transaction document (“Investment Agreement”) in connection
with winning bid

ASAP after selection of
winning bid

1O Seek Court approval of transaction with winning bidder and
approval and vesting order.

Within 10 days of
finalizing APA or
Investment Agreement

11 Close sale or alternate transaction with winning bidder. Within 3 days of Court
approval

12 Unsuccessful bidders to return all confidential materials to the
Receiver, and applicable deposits refunded.

Within I week of closing
the sale.




