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INTRODUCTION 

1. BDO Canada Limited (“BDO”) has been advised that Royal Bank of Canada (“RBC” or 

the “Applicant”) intends to make an application to the Court of King’s Bench in Manitoba 

(the “Court”), seeking an order pursuant to section 243(1) of the Bankruptcy and 

Insolvency Act, R.S.C. 1985 c. B-3, as amended (the “BIA”), to appoint BDO as receiver, 

without security, of all the assets, undertakings, and properties of PADM Group Inc. 

(“PADM Group”), PADM Medical Inc. (“PADM Medical”), and Roswell Downhole 

Technologies Inc. (“Roswell DHT”, and collectively the “Companies”) acquired for or 

used in relation to the businesses carried on by the Companies (the “Property”).  BDO has 

been requested to act as the receiver for the purposes of the receivership proceedings by 

the Applicant and has consented to being appointed as such (the “Proposed Receiver”, 

and if appointed by the Court, the “Receiver”). 

2. BDO understands that the application will be made on May 23, 2024, and the Applicant 

will seek a receivership order (the “Receivership Order”): 

(a) appointing BDO as the Receiver in the proceedings; 

(b) empowering and authorizing the Receiver to, amongst other authorities: 

(i) take possession and exercise control over the Property; 

(ii) preserve and protect the Property; 

(iii) carry on the business of the Companies; 

(iv) market any or all of the Property; 

(v) sell, convey, transfer, lease or assign the Property out of the ordinary course of 

business without approval of the Court in respect of any transaction not 

exceeding $100,000, provided that the aggregate consideration for all such 

transactions does not exceed $500,000; and with approval of the Court in 

respect of any transaction (or transactions) exceeding these thresholds; 

(vi) apply for any vesting order or other orders necessary to convey the Property; 
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and 

(vii) assign the Companies into bankruptcy; 

(c) staying all proceedings, rights, and remedies against or in respect of the Companies 

and the Receiver; and 

(d) approving the following charges over the Property: 

(i) a charge in favour of the Receiver and its legal counsel, Taylor McCaffrey LLP 

(“Taylor McCaffrey”), in respect of their fees and disbursements incurred 

before and after the granting of the Receivership Order (the “Receiver’s 

Charge”); and 

(ii) a charge in favour of the Receiver for any borrowings, which principal amount 

shall not exceed $500,000 (the “Receiver’s Borrowing Charge”) 

3. If appointed, the Receiver will also be seeking a sale approval and vesting order (the 

“SAVO”) at the May 23, 2024 hearing, authorizing and approving a proposed transaction 

(the “Transaction”) with 15988977 Canada Inc. (the “Purchaser”) to purchase certain 

assets of the Companies, along with an order sealing the Pre-Filing Confidential 

Supplement (as defined below). 

4. The Receivership Order and the SAVO, along with the application materials and all other 

documents filed in these proceedings, will be posted on the Proposed Receiver’s website 

at https://www.bdo.ca/services/financial-advisory-services/business-restructuring-

turnaround-services/current-engagements/PADMGroup.  

PURPOSE 

5. This pre-filing report (the “Pre-Filing Report”) has been prepared by the Proposed 

Receiver to assist the Court in considering the requests for relief that are being made by 

the Applicant and to provide the Court with information concerning the following: 

(a) the Proposed Receiver’s prior relationship with the Companies; 

(b) BDO’s qualifications to act as Receiver; 
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(c) details of the Companies’ assets and liabilities including charges, security interests, 

and encumbrances registered against the Property; 

(d) the history of actions and sales efforts previously taken by the Companies; and 

(e) the proposed Transaction that the Receiver is seeking approval of. 

6. Furthermore, this Pre-Filing Report, along with the Confidential Supplement to the Pre-

Filing Report dated May 22, 2024 (the “Pre-Filing Confidential Supplement”) are being 

filed in support of the Proposed Receiver’s application to this Honourable Court on May 

23, 2024, seeking the following: 

(a) abridging the time for service of the Proposed Receiver’s notice of application and 

all other materials filed in support of the same; 

(b) approving of the Transaction; and 

(c) sealing the Pre-Filing Confidential Supplement. 

7. In this Pre-Filing Report, reference is made to the Affidavit of Alex Wang (“Wang”) sworn 

May 15, 2024, in support of the application filed by RBC in these proceedings (the “Wang 

Affidavit”).  Capitalized terms not otherwise defined in this Pre-Filing Report are as 

defined in the Wang Affidavit. 

TERMS OF REFERENCE 

8. In preparing this Pre-Filing Report, the Proposed Receiver has relied upon unaudited 

interim and annual financial information, the Companies’ books and records, the Wang 

Affidavit, and discussions with management (“Management”) and their financial and 

legal advisors.   

9. The financial information of the Companies has not been audited, reviewed or otherwise 

verified by the Proposed Receiver as to its accuracy or completeness, nor has it necessarily 

been prepared in accordance with generally accepted accounting principles and the reader 

is cautioned that this Pre-Filing Report may not disclose all significant matters about the 

Companies.  Additionally, none of the Proposed Receiver’s procedures were intended to 
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detect defalcations or other irregularities.  If the Proposed Receiver were to perform 

additional procedures or to undertake an audit examination of the financial statements in 

accordance with generally accepted auditing standards, additional matters may have come 

to the Proposed Receiver’s attention.  Accordingly, the Proposed Receiver does not express 

an opinion nor does it provide any other form of assurance on the financial or other 

information presented herein.  The Proposed Receiver may refine or alter its observations 

as further information is obtained or brought to its attention after the date of this Pre-Filing 

Report. 

10. The Proposed Receiver assumes no responsibility or liability for any loss or damage 

occasioned by any party as a result of the circulation, publication, reproduction, or use of 

this Pre-Filing Report.  Any use that any party makes of this Pre-Filing Report, or any 

reliance on or decisions to be made based on it is the responsibility of such party. 

11. Unless otherwise stated, all monetary amounts contained in this Pre-Filing Report are 

expressed in Canadian dollars. 

PROPOSED RECEIVER’S PRIOR RELATIONSHIP WITH THE COMPANIES  

12. The Proposed Receiver’s affiliated accounting firm, BDO Canada LLP, is not the auditor 

of the Companies. 

13. On March 12, 2024, BDO was retained by the Companies as financial advisor (“Financial 

Advisor”) to provide financial consulting and reorganization services.  The Financial 

Advisor appointment included assisting the Companies with assessing various informal 

and formal restructuring alternatives, assisting with the preparation cash flow projections, 

and interfacing with constituencies and interested stakeholders. 

14. By late March 2024, Management determined that it was likely necessary to commence a 

formal restructuring proceeding, as this would provide the Companies with the flexibility 

and time needed to facilitate and complete certain sale transactions.  Since this time, BDO 

has been working with Management, the Companies’ primary secured lenders (RBC and 

Business Development Bank of Canada (“BDC”)), and the parties respective legal 

counsels, reviewing available financial information and assessing options available to the 

Companies.  
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QUALIFICATIONS TO ACT AS RECEIVER  

15. BDO is a Licensed Insolvency Trustee within the meaning of subsection 2(1) of the BIA.  

In accordance with section 13.3(1) of the BIA, neither BDO nor any of its representatives 

or affiliates have been: 

(a) at any time in the two (2) preceding years the auditor, accountant, or legal counsel, 

or a partner or an employee of the auditor, accountant, or legal counsel, of the 

Companies; 

(b) a director, officer or employee of the Companies or otherwise related to the 

Companies or to any director or officer of the Companies; or 

(c) a trustee (or related to any such trustee) under a trust indenture issued by the 

Companies or any person related to the Companies. 

16. Additionally, in accordance with section 13.4(1) of the BIA, as the Proposed Receiver will 

be acting in a dual capacity as Receiver of the Companies and as bankruptcy trustee in 

respect of Roswell DHT (which voluntarily assigned itself into bankruptcy in Alberta on 

May 10, 2024), the Proposed Receiver retained Gowlings WLG (“Gowlings”) in Alberta 

to provide an independent security opinion on the RBC Security (as defined below) in 

respect of Roswell DHT.  Gowlings has confirmed that the RBC Security is valid and 

enforceable against Roswell DHT and any trustee in bankruptcy.    

17. Accordingly, BDO is of the view that the restrictions as to who may be appointed as a 

Receiver under section 13.3(1) and 13.4(1) of the BIA do not preclude BDO from acting 

as Receiver. 

18. BDO is related to BDO Canada LLP.  BDO Canada LLP is an independent international 

professional services firm providing among other things, bankruptcy, insolvency, and 

restructuring services.  The senior BDO professional personnel with carriage of this matter 

include experienced insolvency and restructuring practitioners who are Chartered 

Professional Accountants, Chartered Insolvency and Restructuring Professionals, and 

Licensed Insolvency Trustees (Canada), each of whom have acted in matters of a similar 

nature and scale in Canada. 
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19. BDO has consented to act as Receiver should this Court grant the Applicant’s request for 

the Receivership Order.  BDO’s consent to act as Receiver is attached hereto as Appendix 

A.  

BUSINESS, FINANCIAL AFFAIRS, AND FINANCIAL POSITION  

20. As detailed in the Wang Affidavit, PADM Medical and Roswell DHT are affiliated 

operating corporations, each of which is owned by PADM Group.  An organizational chart 

depicting the legal ownership structure of the Companies is attached hereto as Appendix 

B. 

21. Each of the Companies is a private corporation focused on fostering innovation and 

sustainability through advanced technologies.  Detailed below is a summary of each of the 

Companies. 

PADM Group 

22. Precision ADM Inc. was incorporated on December 29, 2022, pursuant to the Canada 

Business Corporations Act, with its registered office located in Winnipeg, Manitoba.  On 

February 17, 2023, Precision ADM Inc. changed its name to PADM Group.  Martin Petrak 

(“Petrak”) is the sole director of PADM Group. 

23. PADM Group is an Advanced Digital Manufacturing leader in Canada that focuses on 

metal and polymer additive manufacturing (i.e. the process of creating an object by 

building one layer at a time) of precision components with complex geometries and 

regulatory requirements in the medical, aerospace/defense, and energy sectors.  PADM 

Group provides digital manufacturing design and manufacturing solutions to make their 

customers’ products more efficient and functional than those made with conventional 

manufacturing methods, leveraging multiple metal additive manufacturing DMLS systems 

and Polymer SLA 3D printers located in Class 7 clean rooms for medical device and 

instrument manufacturing. 

24. Up until May 3, 2024, PADM Group operated out of an approximate 19,000 sq. ft. leased 

facility at 1595 Buffalo Place, in Winnipeg, Manitoba (“Buffalo Place”).  PADM Group 

had a head lease for three (3) units at Buffalo Place, with PADM Group operating out of 
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Unit A (“Unit A”), PADM Medical operating out of Unit B (“Unit B”), and Unit C was 

sublet to a third party.  On May 3, 2024, the landlord, Artis Winnipeg Industrial Ltd. 

(“Artis”), terminated the head lease, but did not distrain on any of the assets located in 

Unit A or Unit B.  As at the date of this Pre-Filing Report, PADM Group continues to 

employ thirteen (13) staff, and its assets remain in Unit A on a temporary basis.  As at the 

date of this Pre-Filing Report, Artis, the Receiver, and the Purchaser are working on certain 

licensing arrangements that may permit the assets to remain in Unit A until August 31, 

2024.  

PADM Medical  

25. PADM Medical, a wholly owned subsidiary of PADM Group, was incorporated on 

September 10, 2020, pursuant to the Canada Business Corporations Act, with its registered 

office located in Winnipeg, Manitoba.  Petrak is the sole director of PADM Medical 

26. PADM Medical innovates, manufactures, and distributes essential medical Personal 

Protective Equipment (“PPE”) and consumer products with a focus on sustainable 

healthcare solutions, while reducing environmental impact.  PADM Medical designed and 

manufactured Precision Eco, the world’s first plant-based ASTM (American Society for 

Testing Materials) Level 3 face mask (providing the highest level of protection), approved 

by the US Federal Drug Administration (“FDA”), by leveraging Ecofuse technologies 

from its affiliated company, Roswell DHT. 

27. As noted above, up until May 3, 2024, PADM Medical operated from an approximate 

20,000 sq. ft. leased facility at Buffalo Place, Unit B, until the lease was terminated by 

Artis.  As at the date of this Pre-Filing Report, PADM Medical continues to employ one 

(1) individual, and its assets remain in Unit B on a temporary basis (subject to negotiating 

certain licensing arrangements until August 31, 2024 with Artis as noted above for Unit 

A).  

Roswell DHT 

28. Roswell DHT was incorporated on May 1, 2022, pursuant to the laws of Alberta, with its 

registered office located in Calgary, Alberta.  Petrak and Kalin Nelson are listed as 
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directors of Roswell DHT. 

29. Roswell DHT can be segregated into two (2) divisions: 

(a) Roswell Downhole Technologies (“Downhole”) is a manufacturer of essential 

components for energy exploration and production, and in particular: 

(i)  Tubing Encapsulated Cable (“TEC”) which is critical in any downhole 

monitoring system as it provides power transmission from the surface to the 

downhole system; and 

(ii)  Capillary Tubing which is used to introduce liquids to the downhole system to 

maximize production results.  

(b) Roswell Textiles (“Textiles”) was created during the pandemic to provide eco-

friendly textile solutions, focusing on highly technical and complex materials for 

applications in medical textiles.  With assistance from PADM Medical, and by 

leveraging its versatile and sustainable platform technology, Ecofuse, Textiles 

developed a compostable biopolymer nonwoven meltblown media-technology for 

PPE, offering a lower carbon footprint than synthetic nonwovens used in filtration 

media. 

30. Up until May 10, 2024, Roswell DHT operated from an approximate 36,000 sq. ft.  leased 

facility at Bay 17, 47 Aero Drive NE in Calgary, Alberta (“Aero Drive”).  On May 6, 

2024, Roswell DHT received the following notices from the landlord, RAL Calgary Cargo, 

LP: 

(a) default notice advising that Roswell DHT was in default of certain terms of the lease; 

and 

(b) delinquent payment notice and a demand for payment advising that Roswell DHT 

had five (5) days to bring its account current (i.e.  approximately $88,000 of arrears), 

otherwise the landlord may avail itself to any and all remedies.  

31. As Roswell DHT did not have the available resources to bring its account current, in order 

to protect and preserve the value of the assets located at Aero Drive, Roswell DHT filed 
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an assignment in bankruptcy on May 10, 2024 (the “Date of Bankruptcy”), with BDO 

consenting to act as licensed insolvency trustee (the “Trustee”).  As at the Date of 

Bankruptcy, Roswell DHT had one (1) active employee, and all assets remain at the Aero 

Drive location. 

Background to Financial Difficulties and Restructuring Efforts 

32. Management has advised that the Companies financial difficulties primarily resulted from 

the following: 

(a) Provincial contracts for PPE dried up post-pandemic, and significant price reductions 

resulted due to the overall global supply of PPE inventories; 

(i) The Government of Manitoba (“Manitoba”) placed a call to develop reusable 

respirators and other PPE to shore up a supply chain for PPE for local 

healthcare workers, children in schools, and the public for COVID testing 

needs, since existing supply chains from Asia broke down and the products 

lacked quality and certifications.  The Companies, through PADM Medical, 

was able to invest and commercialize multiple products to the required 

standards of Manitoba. 

(ii) During the peak of the pandemic, PADM Group had approximately 200 full-

time, part-time, and seasonal staff to meet this significant demand. Global 

supply began to catch up and began to exceed the demand towards the end of 

the pandemic and low-cost Asian product began to seep into Canadian supply 

chains. 

(iii) Manitoba suddenly ended further procurement in December of 2022, and the 

last products were shipped to Manitoba in April of 2023. 

(b) Slow market adoption of new innovative products; and 

(c) Cancellation of a multi-million dollar purchase order as between Roswell DHT and 

a large US customer after one (1) year of commercialization efforts. 
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PADM Group, PADM Medical, and Textiles 

33. In early 2023, in preparation for the potential sale of certain business units to strategic 

buyers, Management advised that they developed a restructuring plan for the Companies 

to better align assets with the operational business units.  The goal was to simplify the 

general security structures and eliminate the previous cross guarantees in order to attract 

investment into newly formed subsidiary entities. 

34. In April 2023, Management advised that the Companies attempted to restructure the cross 

guarantees with RBC and BDC, but efforts were met with some resistance and the 

restructuring was never completed. 

35. As the pandemic emergency was declared over by the World Health Organization in May 

2023, Manitoba advised Management that new tenders for masks and other PPE products 

were going to market by April or May 2023.  The tenders were finally issued in September 

2023, and with a projected award date in November 2023.  The tenders were never awarded 

as Manitoba began sourcing PPE products from pre-pandemic suppliers outside the 

province. 

36. The loss of Manitoba, the largest buyer of the Companies’ PPE in Manitoba negatively 

impacted both PADM Medical and Textiles revenue which decreased by approximately 

95% percent.  In an effort to create a differentiated product, PADM Medical and Textiles 

heavily invested into developing an alternative sustainable PPE technology made from 

biopolymers that have a lower carbon footprint and are compostable.  This took significant 

investment and time, but by March 2023, PADM Medical achieved its first US FDA 

contract (for approximately $510,000). 

37. Management advised that they have had multiple conversations with governmental 

authorities, and all are supportive of having local manufacturing capabilities within the 

province, although Manitoba appears to have prioritized procurement strategies post-

pandemic to out of province/international suppliers. 
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Downhole 

38. Management advised that Downhole overcame many technical barriers throughout 2023, 

commercializing Capillary Tubing for a large multi-million dollar contract with a large 

Texas based customer. The business was in full stride ramping up production with high 

volume deliveries set for January 2024, however, Downhole was notified by the customer 

that they cancelled the purchase order for apparent issues with one spool of material 

(although Management understands that the customer continued to use all of our product 

that they had in inventory even after the issue was raised).  Management now understands 

that the purchase order cancellation was more commercially motivated, as market prices 

for the product declined by approximately 25% as low-cost product from Asia has now 

made its way into the North American market. 

39. After cancelling the purchase order, Management advised that the same customer is now 

seeking to reissue a subsequent purchaser order with Downhole, but with an 80% reduction 

in volume.  This customer’s single action has significantly damaged Downhole’s revenue 

generating capabilities, and Downhole immediately reduced staffing by approximately 

75% to deal with the shortfall in expected revenue. 

40. As a result of the above, the Companies found themselves faced with a serious liquidity 

crisis, and in March 2024, the Companies began working with their advisors, RBC, and 

BDC to determine if support could be obtained for the Companies to file for creditor 

protection under the provisions of the BIA or the Companies Creditor’s Arrangement Act, 

but were unsuccessful. 

Financial Position 

41. The table below summarizes the financial position of the Companies as at March 31, 2024.  
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42. On a consolidated basis (excluding intercompany balances, but including Precision Quebec 

Inc. which is not a party to the proposed receivership proceedings) the Companies have 

total assets of approximately $18.0 million and total liabilities of approximately $20.9 

million based on accounting book values. 

Bank and Credit Facilities 

43. As detailed in the Wang Affidavit, the Companies have granted various registrations and 

security interests to a number of lenders (collectively the “Security Interests”).  As at the 

date of this Pre-Filing Report, the Proposed Receiver has not conducted a fulsome 

assessment of the various Security Interests and priorities of same.  Based on the March 

31, 2024 internal financial statements of the Companies, and the Wang Affidavit, the table 

below summarizes the approximate obligations that appear to be owing to potentially 

secured creditors: 

Financial Position of the Companies
As at March 31, 2024

Assets  PADM Group  PADM Medical  Roswell DHT 
 Precision Quebec 

Inc. Total
Cash 58,127$                  47,671$                  35$                         -$                       105,833$                
Accounts Receivable 353,476                  33,940                    87,757                    -                         475,172                  
Taxes (GST/PST/Corporate Tax) -                         5,945                      168,602                  -                         174,547                  
Inventory 310,012                  2,120,081               741,575                  -                         3,171,668               
Prepaids 119,945                  -                         86,349                    -                         206,294                  
Deferred Revenue 9,520                      6,055                      -                         20,225                    35,800                    
Due from Receiver General 579,500                  -                         995,978                  -                         1,575,478               

Total Current Assets 1,430,579               2,213,693               2,080,295               20,225                    5,744,792               

Capital Assets 5,045,455               16,824                    4,311,057               -                         9,373,336               
Intangible Assets 690,037                  -                         526,136                  -                         1,216,173               
Goodwill 1,319,907               -                         358,702                  -                         1,678,609               
Intercompany 10,778,944             -                         -                         -                         10,778,944             

Total Assets 19,264,922             2,230,516               7,276,190               20,225                    28,791,853             

Liabilities
Bank Indebtedness 49,147                    -                         369                         -                         49,516                    
Accounts Payable and Accrued Liabilities 2,636,753               807,776                  962,569                  133                         4,407,231               
Taxes (GST/PST/Corporate Tax) 538,456                  -                         -                         16,970                    555,426                  
Current Portion of Long Term Debt 3,668,417               374,253                  82,068                    -                         4,124,738               
Deferred Revenue -                         -                         22,970                    -                         22,970                    
Intercompany -                         3,145,975               7,563,610               69,358                    10,778,944             
Due From Related Party 102,653                  -                         860,000                  -                         962,653                  
Long Term Debt 6,916,175               434,437                  3,419,877               -                         10,770,489             

Total Liabilities and Equity 13,911,601             4,762,441               12,911,463             86,462                    31,671,966             

Equity 5,353,321               (2,531,925)             (5,635,273)             (66,237)                  (2,880,113)             
Total Liabilities and Equity 19,264,922$           2,230,516$             7,276,190$             20,225$                  28,791,853$           
Source: Internally prepared financial statements of the Companies as at March 31, 2024.
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A fulsome security review and priority analysis will be completed by the Receiver during 

the proceedings in order to determine priority rankings for distribution purposes, as there 

may be certain registrations that have not been properly perfected. 

Other Priority Creditors  

44. As at the date of this Pre-Filing Report, the Proposed Receiver has been advised by 

Management that the following balances are owing to the undernoted potential priority 

creditors:  

(a) Canada Revenue Agency (unpaid source deductions) – $2,019; 

(b) Minister of Finance (unpaid retails sales tax) – $26,272; and 

(c) Employee wages, vacation, and pension obligations - $280,768. 

As noted above, the potential priority claims will be reviewed and assessed by the Receiver 

during the receivership proceedings in order to determine priority rankings for distribution 

purposes. 

Landlords and unsecured Creditors 

45. Management has advised that the approximate landlord arrears as at May 15, 2024 were: 

(a) Buffalo Place Unit A – $66,000; 

(b) Buffalo Place Unit B – $73,000; and 

(c) Aero Drive - $88,000. 

Secured Creditor
Balance

(Rounded)
(1) Royal Bank of Canada 2,620,000$               
(2) Business Development Bank of Canada 4,074,000                 
(3) Orthopaedic Innovation Centre Inc. 4,970,000                 
(4) Vendor Take Backs (i.e. The Cote Family Trust, The Sadie 

Family Trust, and The Fiolka Family Trust) 
1,850,000                 

(5) Coast Capital Equipment Leasing 24,000                      
(6) CWB National Leasing Inc. 26,000                      
(7) De Lage Landen Financial Services Canada 18,000                      
(8) Travelers Leasing Ltd. 241,000                    
(9) FA Equipment Finance, Inc. 496,000                    
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46. Management has further advised that the approximate amounts owing to the Companies’ 

unsecured trade creditors as at May 15, 2024 were: 

(a) PADM Group - $1,810,000 (113 creditors); 

(b) PADM Medical - $879,000 (61 creditors); and 

(c) Roswell DHT - $1,903,000 (71 creditors). 

BANKRUPTCY FILING AND SECURITY REVIEW 

47. As noted above, on May 10, 2024, Roswell DHT filed for bankruptcy in Alberta.  In 

accordance with section 13.4(1) of the BIA, on May 21, 2024, the Proposed Receiver 

received a written opinion (the “Security Opinion”) from Gowlings opining that the RBC 

security in respect of Roswell DHT (the “RBC Security”): 

(a) is valid and enforceable; and 

(b) subject to a priority agreement between BDC and RBC, ranks in a second priority 

position to a general security agreement granted by Roswell DHT to BDC. 

48. Accordingly, as BDO is already acting in the capacity as Trustee, based on the Security 

Opinion, BDO is not precluded from operating in a dual capacity as both Trustee and 

Receiver of Roswell DHT.   

PAST SALES ACTIVITIES AND PROPOSED TRANSACTION 

49. The history of the Companies prior sales activities, along with certain confidential 

information, is further detailed in the Pre-Filing Confidential Report. 

50. Management advised that in April 2023, the Companies began working with Stifel 

Investment Banking (“Stifel”) to actively explore the potential market interest in the 

PADM Group operations, and in particular, the additive manufacturing division (the 

“Stifel Process”).  A confidential information memorandum (“CIM”) was prepared, a 

copy of which is attached as Appendix A to the Pre-Filing Confidential Report, which 

detailed the PADM Group operations and certain financial results.  After execution of a 

non-disclosure agreement, CIM’s were distributed to interested parties in late April and 



 

15 
 

early May 2023.  Management advised that the Stifel Process called for a binding 

agreement to be in place by the end of July 2023, with a targeted closing of mid-September 

2023. 

51. Various parties expressed an interest and participated in the Stifel Process, but no 

transaction was ever culminated. 

52. In March 2024, one of the directors and shareholders of PADM Group, Kent Cancilla 

(“Cancilla”), expressed an interest in a potential transaction for certain of the assets of the 

Companies, and in particular, the additive manufacturing assets in PADM Group.  As 

discussions progressed, it was determined that Cancilla was in a conflict of interest as a 

director of PADM Group, and as a potential purchaser.  Accordingly, on March 25, 2024, 

Cancilla resigned as director of PADM Group. 

53. After resigning as a director, Cancilla began working with the Management to complete 

certain due diligence on the operations and assets that were of interest, all of which 

culminated in an asset purchase agreement executed on May 3, 2024 amongst the 

Companies and the Purchaser (the “Initial APA”), attached as Appendix B to the Pre-

Filing Confidential Report. 

54. Given the financial position of the Companies at the time, the Initial APA contemplated 

the Companies filing a notice(s) of intention to make proposal under the BIA (the “NOI 

Proceedings”), and within the NOI Proceedings, a sale approval and vesting order was to 

be sought.  Unfortunately, the Companies were unable to obtain the necessary financial 

support from RBC and BDC to commence the NOI Proceedings, and the Initial APA 

stalled. 

55. The Companies also sought alternate debtor in possession financing, and a term sheet was 

executed with Pillar Capital Corporation (“Pillar”).  As part of Pillar’s due diligence 

process, the Proposed Receiver understands that Pillar approached two (2) of its preferred 

appraisers, but given the unique nature and customization of the Companies’ assets, both 

auctioneers declined the opportunity to appraise same.  Further, without the support of 

RBC and BDC, the Companies were not prepared to move forward with the Pillar term 

sheet and the NOI Proceedings. 
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56. Despite the inability to conclude the Initial APA, Cancilla, via the Purchaser, remains 

interested in completing a Transaction with the Companies in the receivership proceedings 

on the condition that it close on May 24, 2024. 

57. The Proposed Receiver is advised by the Companies that other sales processes have been 

and are being conducted for the sale of other assets of the Companies. 

Textiles 

58. In February 2024, Management initiated a formal process to market the highly specialized 

Textiles assets, combined with PADM Medical assets.  A formal pitch deck was developed 

by Management, attached as Appendix D to the Pre-Filing Confidential Supplement, along 

with an asset list of tangible and intangible assets (the “Asset List”), attached as Appendix 

E to the Pre-Filing Confidential Supplement.  The Asset List and sales information was 

sent to vendors, competitors, and clients operating in both the North American and 

European markets. 

59. A formal process was described to all parties for submitting a non-binding letter of intent 

by March 31, 2024, a formal binding offer by May 1, 2024, and a transaction closing date 

of May 15, 2024.  At the request of certain interested parties, an extension for an additional 

forty-five (45) days (after May 1, 2024) to June 15, 2024 was agreed to by Management. 

Downhole 

60. Commencing in the fall of 2023, Management advised that they undertook extensive 

efforts to find investors and/or potential buyers for Downhole’s TEC and Capillary Tubing 

manufacturing operations.  Over a five (5) month period of time, various parties entered 

into NDAs and received Downhole’s CIM, attached as Appendix F to the Pre-Filing 

Confidential Supplement, to review business details, financial statements, and growth 

potential opportunities.  As at the date of this Pre-Filing Confidential Report, Management 

advised that they continue to drive conversations regarding the Downhole assets in 

anticipation of a favourable net realization. 

61. Management believes that concluding the Transaction with the Purchaser will maximize 

recoveries for the included assets.  Attached hereto as Appendix C is a redacted version 
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of the Final APA. 

62. The Proposed Receiver is of the view that the Final APA is reasonable in the circumstances 

and is recommending the Court approve the Transaction and the Final APA for, among 

others, the following reasons: 

(a) the Transaction is expected to provide greater net realizations for the Companies’ 

assets than would be expected in a liquidation in a bankruptcy scenario; 

(b) as the Purchaser has advised it intends to make offers of employment to all or 

substantially all of the current employees, the Transaction provides an opportunity 

for continued employment of thirteen (13) employees (with highly specialized 

training and technical engineering skillsets required for the complicated, reverse 

engineering and 3D design/printing work that the business undertakes), providing for 

the continued involvement of key personnel who are most familiar with the business 

operations, its suppliers, and its customers; 

(c) RBC and BDC have had the opportunity to review the Final APA and are supportive 

of the Transaction; 

(d) while the assets included in the Transaction could be more broadly exposed to the 

market in a formal sales process conducted by the Receiver, it is Management’s firm 

belief that given the technical nature and customization of the assets, it is unlikely 

that this would result in a higher net realization then the proposed Transaction; 

(e) Management believes that the Transaction will allow the only additive/subtractive 

manufacturer operation in Manitoba to continue, providing a service offering that fits 

well with Manitoba’s aerospace industry; 

(f) Management believes that the business and assets are unique from both a tangible 

and intangible perspective, and the niche products that can be produced involve 

significant trade secrets in the design and processing, making it difficult to extract 

value from a third party unfamiliar with the assets; 

(g) if the PADM Group operations were to cease for even a short period of time, the 
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Purchaser advised that they would no longer be interested in the Transaction given 

the risks associated with retention of key employees and the potential impact on 

being able to continue with operations; and 

(h) the Transaction provides certainty in respect of very specialized and niche equipment 

in an uncertain market. 

63. The Proposed Receiver will continue to look at the potential for recovery on the remaining 

assets of the Companies not included in the Transaction. 

APPROVALS SOUGHT 

64. This Pre-Filing Report is being filed in support of the May 23, 2024 application seeking 

the following: 

(a) abridgement of the time for service of the Proposed Receiver’s notice of application 

and all other materials filed in support of the same; 

(b) approval of the Transaction and the Final APA, and directing and authorizing the 

Receiver to execute the Final APA and take such additional steps and execute such 

additional documents as may be necessary or desirable for the completion of the 

Transaction and for the conveyance of the Purchased Assets to the Purchaser; 

(c) a declaration that, upon the delivery of the Receiver's Certificate (as that term is 

defined in the SAVO) to the Purchaser, all of the Receiver’s right, title, and interest 

in and to the Purchased Assets described in the Final APA shall vest absolutely in 

the Purchaser free and clear of and from any and all claims and encumbrances; 

(d) the sealing of the Pre-Filing Confidential Report until the discharge of the Receiver 

or further order of the Court; and 

(e) granting such further and other relief that the Court considers just and warranted in 

the circumstances. 
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All of which is respectfully submitted at Winnipeg, Manitoba, this 22nd day of May, 2024. 

 
BDO CANADA LIMITED 
In its capacity as Proposed Receiver of PADM Group Inc., 
PADM Medical Inc., and Roswell Downhole Technologies Inc. 
 and not in its personal capacity.  
 
 
 
Per: Brent Warga, CPA, CA, CIRP, LIT 

Senior Vice-President



 

 
 

Appendix A – Consent to Act as Receiver  
  







 

 
 

Appendix B – Organizational Chart  
  







 

 
 

Appendix C – Redacted Final Asset Purchase Agreement 
 






























































































	Pre-Filing Report of the Proposed Receiver
	Appendix A - Consent to Act as Receiver
	Appendix B - Organizational Chart
	Appendix C - Redacted Final Asset Purchase Agreement

