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INTRODUCTION 

 

1. This report (the “Third Report”), is filed by A. Farber & Partners Inc. (“Farber”) in its 

capacity as proposal trustee (the “Proposal Trustee”) in connection with the Notice of 

Intention to Make a Proposal (“NOI”) filed by Process Products Limited (“PPL” or the 

“Company”).  

2. On July 20, 2018 (the “Filing Date”), PPL filed a NOI pursuant to Section 50.4(1) of the 

Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”) and Farber 

was appointed as Proposal Trustee under the NOI.  Copies of the Certificates of Filing 

issued by the Superintendent of Bankruptcy are attached hereto as Appendix “A”. 

3. On August 13, 2018, the Proposal Trustee filed its first report (the “First Report”) in 

support of an order extending the time to file a proposal under the provisions of the BIA 

to October 3, 2018.  A copy of the First Report (without Appendices) is attached hereto 

as Appendix “B”. 
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4. On August 15, 2018, the Ontario Superior Court of Justice (Commercial List) (the 

“Court”) granted an Order (the “First Extension Order”) extending the time to file a 

proposal under the provisions of the BIA to October 3, 2018, a copy of which is attached 

hereto as Appendix “C”. 

5. On October 2, 2018, the Court granted an Order (the “Interim Extension Order”) 

extending the time to file a proposal under the provisions of the BIA to October 11, 2018, 

a copy of which is attached as Appendix “D”.  This short eight-day Interim Extension 

Order was granted in order to provide the Company with additional time to prepare its 

cash flow forecast, with the assistance of the Proposal Trustee, in support of the 

Company’s request for an extension to November 17, 2018. 

6. On October 9, 2018, the Proposal Trustee filed its second report (the “Second Report”) 

in support of an order extending the time to file a proposal under the provisions of the 

BIA to November 17, 2018.  A copy of the Second Report (without Appendices) is 

attached hereto as Appendix “E”. 

7. On October 11, 2018, the Court granted an Order (the “Second Extension Order”) 

extending the time to file a proposal (the “Proposal Period”) under the provisions of the 

BIA to November 17, 2018, a copy of which is attached as Appendix “F”.   

8. The purpose of this Third Report is to provide the Court with information pertaining to 

the following: 

i. Approving the activities of the Proposal Trustee from the Filing Date to the Third 

Report and approving the First Report, Second Report and Third Report;  
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ii. Reporting on PPL’s receipts and disbursements for the period from September 24, 

2018 to November 4, 2018, including a comparison to forecast;  

iii. Reporting on the sale transaction contemplated by an agreement of purchase and 

sale (the “Sale Agreement”) between the Company and Samuel Stupp (the 

“Purchaser”) for the sale and assignment of the life insurance policy issued by 

Manufacturer's Life Insurance Company (“Manulife”) bearing policy number 

30000529 (the “Policy”); and 

iv. Recommend that the Court issue an order approving the Sale Agreement and 

vesting title in and to the Policy to the Purchaser free and clear of any liens, 

claims and encumbrances. 

TERMS OF REFERENCE 

9. Unless otherwise noted, all monetary amounts contained in this Third Report are 

expressed in Canadian dollars. 

DISCLAIMER 

10. In preparing this Third Report, the Proposal Trustee has relied upon certain unaudited, 

draft, and / or internal financial information of PPL, the books and records of PPL and 

discussions with representatives of PPL, including their lawyers (collectively the 

“Information”).   

11. The Proposal Trustee has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of the Information in a manner that would wholly or partially 

comply with Generally Accepted Assurance Standards (“GAAS”) pursuant to the 
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Chartered Professional Accountant of Canada Handbook (the “CPA Handbook”) and, as 

such, the Proposal Trustee expresses no opinion or other form of assurance with respect 

to the Information presented in this Third Report. 

12. Future oriented financial information relied upon in this Third Report is based on PPL’s 

representatives’ assumptions regarding future events; actual results achieved may vary 

from the information presented even if the hypothetical assumptions occur and these 

variations may be material.  Accordingly, the Proposal Trustee expresses no assurance as 

to whether projections will be achieved. 

PPL’S ACTIVITIES 

13. Since the Third Extension Order, the Company has made key efforts towards making a 

viable proposal to its creditors as outlined in the affidavit of Sydney Stupp, sworn 

November 12, 2018 (the “Third Stupp Affidavit”), filed in support of the Company’s 

motion for an order approving the sale transaction (the “Transaction”) contemplated by 

the Sale Agreement between the Company and the Purchaser and vesting in the Purchaser 

the Company’s right, title and interest in and to the Policy.  A copy of the Third Stupp 

Affidavit, without exhibits, is attached hereto and marked as Appendix “G”. 

14. Subsequent to the filing of the Second Report, PPL activities have included: 

i. Reporting receipts and disbursements;  

ii. Preparing weekly financial reports for the Company’s secured lender, National 

Bank of Canada (“NBC”) and attending frequent calls to review any variances 

with NBC;    
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iii. Communicating with key suppliers to secure goods and services during the 

Proposal Period and to address payment terms; 

iv. Responding to calls and enquiries from creditors and other stakeholders regarding 

the Proposal process;  

v. Making payments to suppliers for goods and services received following the 

issuance of the Third Extension Order;  

vi. Communicating with key customers to in order to facilitate sales during the 

Proposal Period with improved payment terms;  

vii. Meeting with and providing information to potential interested third parties (once 

a confidentiality agreement was signed) with respect to the purchase of certain 

assets of the Company, or potential investment in the Company; and 

viii. Consulting with the Proposal Trustee on various matters in connection with 

preparing the Company’s Proposal.  

ACTIVITIES OF THE PROPOSAL TRUSTEE 

15. Subsequent to the filing of the Second Report, the Proposal Trustee’s activities have 

included: 

i. Monitoring of PPL’s cash flows on a weekly basis as compared to the Third 

Extension Cash Flow Forecast;  

ii. Assisting PPL with the preparation of their weekly reporting to NBC in 

accordance with the First NBC Letter Agreement;  
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iii. Corresponding and communicating with NBC and its counsel, Thornton Grout 

Finnigan LLP (“TGF”); 

iv. Attending to meetings and calls with Management to discuss the operations and 

proposal options; 

v. Corresponding and communicating with PPL’s counsel, Kronis Rotsztain Margles 

Cappel LLP (“KRMC”); 

vi. Corresponding and communicating with Norton Rose Fulbright Canada LLP 

(“Norton Rose”), counsel to Samuel Stupp; 

vii. Corresponding and communicating with PPL’s customers, as required, to discuss 

continuation of business, sale of inventory and payment terms; 

viii. Assisting the Company in its efforts to engage RSM Canada Consulting LP 

(“RSM”) in order to obtain a fair market value of the Company’s insurance policy 

on the life of Barbara Stupp; 

ix. Responding to calls and enquiries from creditors and other stakeholders regarding 

the NOI; and 

x. Preparing this Third Report. 

INDEPENDENT LEGAL OPINION  

16. Farber has engaged McMillan LLP (“McMillan”) as counsel to conduct a review of the 

security that was granted to NBC and Samuel Stupp and to provide an opinion with 

respect to its validity and perfection under the laws of Ontario.  McMillan has concluded 
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that, subject to the typical qualifications and assumptions, the NBC security and the 

Samuel Stupp security are valid and enforceable as against a Trustee in Bankruptcy.     

CASH FLOW FOR THE PERIOD SEPTEMBER 24 TO NOVEMBER 4, 2018 

17. PPL’s cash flow projection for the period September 24 to December 23, 2018 (the 

“Second Extension Cash Flow Forecast”), was filed with the Court in support of PPL’s 

motion for the Third Extension Order and summarized in our Second Report.   

18. A comparison of PPL’s forecast to reported results for the period September 24, 2018 to 

November 4, 2018 is summarized as follows: 

Forecast Actual $ Variance % Variance

Receipts

Collection of Existing A/R 219,888 370,405 150,517 68%

Transfer of Funds from Subsidiary 658,766 663,018 4,252 1%

Sale of Inventory 301,040 221,828 (79,212) -26%

HST Refund 11,900 0 (11,900) -100%

Tax Refund 62,624 36 (62,588) -100%

Total Receipts 1,254,218 1,255,287 1,069 0%

Disbursements

Payroll & Benefits 130,126 130,012 115 0%

Insurance 28,016 25,316 2,701 10%

Rent 40,617 27,078 13,539 33%

Inventory Purchases 244,678 156,334 88,345 36%

Post-NOI accounts payable 72,708 9,515 63,193 87%

Office Expenses 59,261 30,425 28,836 49%

Disbursements Before  Restructuring Costs 575,407 378,678 196,728 34%

Debt principal repayments 965,000 965,000 0 0%

Professional Fees 115,000 60,000 55,000 48%

Total Net Cash (401,189) (148,391) 252,798 -63%

Opening Cash Position 404,848 404,848 0 0%

Closing Cash Position 3,659 256,456 252,798 6910%

Cumulative week ended - Nov 4, 2018
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19. As reflected in the above summary table, PPL reported positive cash flow of 

approximately $253K and has been able to reduce the amount outstanding to NBC by 

$965K from approximately $1.53MM to $0.56MM as at November 9, 2018.  

20. The favourable cash flow variance of approximately $253K is primarily the result of the 

following favourable cash variances: 

i. The collection of account receivables was higher than forecast resulting in 

favourable variance of $151K; 

ii. The Company made inventory purchases of approximately $156K which were 

substantially lower than the projected expense in relation to inventory purchase of 

approximately $244K resulting in a positive variance of $88K. This was the result 

of longer time than anticipated making arrangements with both its customers and 

suppliers on terms.  Management has advised that these purchases are expected to 

be made in the upcoming weeks; 

iii. Lower than forecast payment to post NOI suppliers resulting in a favourable 

timing difference of approximately $63K. Management has advised that it plans 

to make these payments in November;  

iv. A positive variance on account of timing difference in payment of forecast 

professional fees of $55K; and 

v. A positive variance of approximately $45K in relation to other overheads due to 

timing differences.  
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21. Offsetting the favourable cash variances noted above, PPL has experienced the following 

unfavourable cash variances:  

i. An unfavourable timing difference on collection of both its anticipated HST 

refund of $12K and tax refund of $63K; and  

ii. Lower collection from sales stemming from new inventory purchases of 

approximately $79K. 

SALE OF THE LIFE INSURANCE POLICY – POLICY NUMBER 30000529 

22. As described in the Third Stupp Affidavit, Barbara Stupp is a minority shareholder of the 

Company and the Purchaser is the majority shareholder of the voting shares of the 

Company. 

23. PPL is the beneficial owner and sole beneficiary of the Policy insuring the life of Barbara 

Stupp.  The Company pays annual premiums in the amount of $21,724.92.  The death 

benefit payment on the Policy is $1MM. 

24. The Proposal Trustee has reviewed the valuation report (the “RSM Actuarial 

Valuation”) prepared by RSM.  RSM has confirmed that the Policy has zero cash 

surrender value as at August 21, 2018. 

25. The RSM Actuarial Valuation has provided a market valuation of the Policy on the 

present value of expected future death benefits and policy dividends, if any, less 

anticipated premiums payable.  The RSM Actuarial Valuation is based on mortality rates 

from the Canadian Institute of Actuaries for insured lives reflecting industry experience, 

the age of the insured and the duration that has elapsed since the policy was issued. 
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26. The Proposal Trustee has confirmed through discussions with RSM that the Insurance 

Act (Ontario) prohibits the sale of insurance policies by individuals other than insurers or 

its duly authorized agents.  In addition, an arm’s length third party is not entitled to 

purchase an insurance policy on the life of someone that it does not have an insurable 

interest in.   

27. The Proposal Trustee further understands that shareholders or immediate family members 

that have an insurable interest in the insured are able to take an assignment of the 

insurance policy. 

28. The Proposal Trustee has acknowledged the Sale Agreement as set out in the Third Stupp 

Affidavit.  The Third Stupp Affidavit sets out its reason why the Transaction should be 

approved notwithstanding the purchase price in the Sale Agreement is less than the RSM 

Valuation.   

29. In support of completion of the Transaction, the Proposal Trustee has considered section 

65.13 of the BIA.  While a sales process for the Policy is prohibited in accordance with 

the Insurance Act (Ontario), the Proposal Trustee notes the following in regard to the 

Transaction: 

i. an asset of the Company that cannot be marketed and sold to third parties 

unrelated to Barbara Stupp has been effectively monetized for the benefit of all 

stakeholders; 

ii. the Company’s obligation to maintain annual insurance premiums on the Policy 

have been eliminated; 
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District of Ontario
Division No. 09 - Toronto
Court No. 31-2402270
Estate No. 31-2402270

In the Matter of the Notice of Intention to make a
proposal of:

Process Products Limited
Insolvent Person

A. FARBER & PARTNERS INC.
Licensed Insolvency Trustee

Date of the Notice of Intention: July 20, 2018

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: July 23, 2018, 14:15
E-File/Dépôt Electronique Official Receiver

151 Yonge Street, 4th Floor, Toronto, Ontario, Canada, M5C2W7, (877)376-9902
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Court File No. 31-2402270

ONTARIO
SUPERIOR COURT OF JUSTICE

(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

~ ~: ~D ~ N P ̀ ~~~

WEDNESDAY, THE 15TH DAY

OF AUGUST, 2018

IN THE MATTER OF THE NOTICE OF INTENTION TO

MAKE A PROPOSAL OF PROCESS PRODUCTS LIMITED

~I '~ 1

THIS MOTION made by Process Products Limited (the "Company") for an order

THE HONOURABLE

extending the time for filing a proposal under the provisions of the Bankruptcy and Insolvency

Act, R.S.C. 1985, c. B-3, as amended (the "BIA"), among other things, was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the Motion Record of the Company, including the Affidavit of Sydney

Stupp sworn August 10, 2018 and the First Report of A. Farber &Partners Inc. in its capacity as

proposal trustee for the Company (the "Proposal Trustee") dated August 13, 2018, and on

hearing submissions of the lawyers for the Company, and the ~~~~' , no one else

appearing although properly served as appears from the Affidavit of Service of Adrienne

McKillen sworn on August 10, 2018 and the Affidavit of Service of Kelly Barrett sworn August

13, 2018,



2

1. THIS COURT ORDERS that the time for service and filing of the Notice of Motion and

Motion Record is hereby abridged and validated, such that the motion is properly returnable

today, and that further service of the Motion Record on any other person is hereby dispensed

with.

2. THIS COURT FURTHER ORDERS that the time for filing a proposal under

subsection 50.4(8) of the BIA be and is hereby extended to and including October 3, 2018.

3. THIS COURT FURTHER ORDERS THAT the E-Service Guide of the Commercial

List (the "Guide") is approved and adopted by reference herein and, in this proceeding, the

service of documents made in accordance with the Guide (which can be found on the

Commercial List website at: www.ontariocourts.ca/scj/practice/practice-

directions/toronto/eservice-commercials shall be valid and effective service. Subject to Rule

17.05 this Order shall constitute an order for substituted service pursuant to Rule 16.04 of the

Rules of Civil Procedure. Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph

13 of the Guide, service of documents in accordance with the Guide will be effective on

transmission. This Court further orders that a Case Website shall be established in accordance

with the Guide with the following URL ̀https://farbergroup.com/engagements/process-products-

limited/'.

ENTERED AT I INSCRIT A TORONTO
OM /BOOK ~t0;
LE / DANS LE REGISTRE N0.

AUG 15 2018

PER J PAR:



I
N
'
T
H
E
 M
A
T
T
E
R
 O
F
 T
H
E
 N
O
T
I
C
E
 O
F
 I
N
T
E
N
T
I
O
N
 T
O
 M
A
K
E
 A
 P
R
O
P
O
S
A
L
 O
F
 P
R
O
C
E
S
S
 P
R
O
D
U
C
T
S
 L
I
M
I
T
E
D

C
ou
rt
 F
il
e 
N
o
.
 3
1-

24
02

27
0

O
N
T
A
R
I
O

S
U
P
E
R
I
O
R
 C
O
U
R
T
 O
F
 J
U
S
T
I
C
E

(
I
N
 B
A
N
K
R
U
P
T
C
Y
 A
N
D
 I
N
S
O
L
V
E
N
C
Y
)

C
O
M
M
E
R
C
I
A
L
 L
I
S
T

P
R
O
C
E
E
D
I
N
G
 C
O
M
M
E
N
C
E
D
 A
T

T
O
R
O
N
T
O

O
R
D
E
R

(
ex

te
nd

in
g 
ti

me
 t
o 
fi
le
 p
ro

po
sa

l)

K
R
O
N
I
S
,
 R
O
T
S
Z
T
A
I
N
,
 M
A
R
G
L
E
S
,
 C
A
P
P
E
L
 L
L
P

2
5
 S
he

pp
ar

d 
A
v
e
n
u
e
 W
e
s
t
,
 S
ui

te
 1
1
0
0

T
or
on
to
 O
N
 
M
2
N
 6
S
6

P
hi
li
p 
C
h
o
 (
4
5
6
1
5
U
)

pc
h
o
@
k
r
m
c
-
l
a
w
.
c
o
m

T
el

: 
(
4
1
6
)
 2
1
8
-
5
4
9
4

F
ax

: 
(
4
1
6
)
 2
25

-6
75

1

L
aw
ye
rs
 f
or

 t
he
 D
eb
to
r,
 P
ro
ce
ss
 P
ro

du
ct

s 
Li
mi
te
d



 

 

 

 

 

 

 

 

 

Appendix D 









 

 

 

 

 

 

 

 

 

Appendix E 























 

 

 

 

 

 

 

 

 

Appendix F 







 

 

 

Court File No. 31-2402270 

 

 

ONTARIO 

SUPERIOR COURT OF JUSTICE  

(IN BANKRUPTCY AND INSOLVENCY) 

COMMERCIAL LIST 

 

 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE  

A PROPOSAL OF PROCESS PRODUCTS LIMITED 

 

 

AFFIDAVIT OF SYDNEY STUPP 

(sworn November 12, 2018) 

 

 

 I, SYDNEY STUPP, of the City of Vaughan in the Province of Ontario MAKE OATH 

AND SAY: 

1. I am the current president of the debtor, Process Products Limited (the “Company”), and 

as such, have knowledge of the matters to which I hereinafter depose. Where I do not have 

personal knowledge of the matters set out below, I state the source of my information and verily 

believe such information to be true.   

2. This affidavit is sworn in support of the Company’s motion for an order, among other 

things, approving the sale transaction (the “Transaction”) contemplated by an agreement of 

purchase and sale (the “Sale Agreement”) between the Company and Samuel Stupp (the 

“Purchaser”) and vesting in the Purchaser the Company’s right, title and interest in and to the 

life insurance policy issued by the Manufacturer's Life Insurance Company bearing policy 

number 30000529 (the “Policy”).  
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BACKGROUND 

3. On July 20, 2018 (the “Filing Date”), the Company filed a Notice of Intention to Make a 

Proposal (“NOI”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act (Canada) 

(the “BIA”) and A. Farber & Partners Inc. (“Farber”) was appointed as proposal trustee (the 

“Trustee”). A copy of the certificate of filing the NOI is attached hereto and marked as Exhibit 

“A”. 

4. On August 15, 2018, the Court granted an Order (the “First Extension Order”) 

extending the time to file a proposal under the provisions of the BIA to October 3, 2018. 

5. In support of the motion for the First Extension Order, I swore an Affidavit on August 10, 

2018 (the “First Stupp Affidavit”), a copy of which is attached hereto, without exhibits, and 

marked as Exhibit “B”. 

6. On September 28, 2018, the Company brought a motion for a second extension order 

returnable on October 2, 2018, which motion was adjourned to October 11, 2018, and at which 

time the Court granted a short extension of the time to file a proposal to October 11, 2018.  

7.  On October 11, 2018, the Court granted an Order (the “Second Extension Order”) 

extending the time to file a proposal under the provisions of the BIA to November 17, 2018, a 

copy of which is attached hereto and marked as Exhibit “C”. 

8. In support of the motion for the Second Extension Order, I swore an Affidavit on 

September 28, 2018 (the “Second Stupp Affidavit”), a copy of which is attached hereto, without 

exhibits, and marked as Exhibit “D”.  
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9. As set out in the First Stupp Affidavit, the company is based in Concord (Vaughan), 

Ontario and carries on business as a supplier of specialty fasteners and engineered machine 

components with approximately 18 employees.  The Company started to suffer falling revenues 

in 2017 as a result of the gradual decrease in the demand for electricity which led to the 

Company’s major customers having significantly less need for utility scale large gas and steam 

turbines and generators.  

10. Since the First Extension Order, the Company has made the following key efforts 

towards making a viable proposal to its creditors: 

a) entered into certain agreements that allow the Company to receive immediate, or near 

immediate, payment for invoices from key customers that historically had 90 to 120 day 

payment terms; 

b) arranged for additional purchases and early payment from certain customers of sitting 

inventory; 

c) reduced the purchase of additional inventory during the NOI process; and,  

d) met with several potential interested third parties with respect to the purchase of certain 

assets of the Company, or potential investment in the Company, some of whom signed 

confidentiality agreements in order to have access to important financial information. 

11. In the Second Stupp Affidavit, I stated that the Company had been in discussions with 

potential purchasers of certain assets of the Company, or potential investors. Unfortunately, these 

discussions did not materialize into any reasonable prospects and the Company has discontinued 

these efforts. 

7
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12. However, the Company continued its negotiations with the third party referred to in the 

Second Stupp Affidavit willing to provide financial support, which negotiations resulted in the 

Sale Agreement, the particulars of which I will describe. Provided that the Court approves the 

Transaction, the Company intends to file a proposal to its creditors before expiry of the extension 

granted by the Second Extension Order.  

13. The Company is the owner of the Policy, which is a life insurance policy insuring the life 

of shareholder, Barbara Stupp (“Barbara”). The Company is the sole beneficiary of the Policy 

and the benefit amount is $1 million. Attached hereto and marked as Exhibit “E” is a true copy 

of the Policy.  

14. The Company is a closely held family business and the Purchaser, my father, is the 

majority shareholder holding all Class C voting shares, and a majority of Class M non-voting 

shares, while Barbara, my mother, is a minority shareholder of Class M non-voting shares, and 

The Stupp Family Trust 2016 is a minority shareholder of Class A non-voting shares.  

15. The Policy has an effective date of July 23, 1998 and premiums are payable to July 22, 

2034. The premiums are presently payable annually in the amount of $21,724.92. There is no 

cash value.  

16. Given the Company’s current financial circumstances, it is unlikely that the Company 

can continue to pay the premiums on the Policy. Moreover, although Barbara is 84 years old, and 

suffers from Parkinson’s disease, there is no reason to believe that the insured event will occur 

imminently.  

8
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17. I am advised by my counsel that in Ontario, provisions of the Insurance Act (Ontario) 

prohibit the sale of life insurance policies to third parties with no insurable interest in the life 

insured. As such, the only persons that may take an assignment of the Policy are the 

shareholders/family members that have an insurable interest in the life of Barbara. The Purchaser  

is Barbara’s spouse. 

18. The Company and the Proposal Trustee have had discussions with the Purchaser and his 

counsel. As a result of these discussions, the Company has agreed, subject to court approval and 

certain other conditions, to transfer and assign the Policy to the Purchaser upon payment of the 

purchase price set out in the Sale Agreement. Attached hereto and marked as Exhibit “F” is a 

copy of the Sale Agreement. 

19. The Sale Agreement also provides that the Transaction is conditional on the proceeds of 

the Transaction being used to pay out in full the amounts outstanding (the “NBC Indebtedness”) 

to National Bank of Canada (“NBC”), the Company’s senior secured creditor. In order to 

accomplish this, a certain amount of the purchase price will be paid to the Company’s lawyers, in 

trust, pending the necessary payments reducing the NBC Indebtedness sufficiently so that the 

purchase proceeds can retire the NBC Indebtedness in full. 

20. In addition, a part of the purchase price will be paid by way of a corresponding equal 

reduction to the secured indebtedness owing by the Company to the Purchaser (the “Stupp 

Indebtedness”).  

21. The Company retained RSM Canada Consulting LP (“RSM”) to provide a valuation of 

the Policy. RSM provided its report dated October 10, 2018 (the “RSM Report”), a copy of 

which is attached hereto and marked as Exhibit “G”. 

9



6 

 

 

22. Although the value provided by the RSM Report for the Policy is higher than the 

purchase price in the Sale Agreement, the Company believes the Transaction should be approved 

for the following reasons: 

a. the other shareholders have confirmed that they have no interest in purchasing and 

continuing the premium payments on the Policy; 

b. the Policy is not something that is marketable or saleable to third parties unrelated 

to Barbara; 

c. if the Company is unable to maintain the premium payments, there will be no 

value gained from the Policy;  

d. if the Transaction is not approved and the Company is unable to make a proposal, 

then it is very unlikely that any value can be realized for the Policy; and 

e. the RSM Report is an actuarial assessment of the net present value of the policy, 

representing the value at which a holder, with no particular incentive to sell and 

with sufficient liquidity to continue to pay premiums, would be indifferent as 

between continuing to hold the policy or taking a lump sum payment. It does not 

account for the fact that the Company is insolvent, needs cash immediately to pay 

the NBC Indebtedness and, as indicated, is not currently able to continue to pay 

premiums going forward. 

23. However, if the Transaction is approved, the Company expects that it will be able to 

retire the NBC Indebtedness, enter into terms with respect to continuing the Stupp Indebtedness, 

10
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and thereby make a viable proposal to its unsecured creditors on or before November 17, 2018,

the date set out in the Second Extension Order.

24. Throughout the negotiations with the Purchaser, the Company has continued to share its

progress and information with the Proposal Trustee and NBC. The Proposal Trustee has

consented to and supports the transaction as indicated by signing the Acknowledgement in the

Sale Agreement. Further, the completion of the Transaction is conditional on NBC providing its

written consent to the Transaction.

25. I am not aware of any other creditor that would object to the relief sought and I do not

believe that the relief sought will prejudice any of the creditors.

26. I make this affidavit in support of an order approving the Transaction and other ancillary

relief.

SWORN BEFORE ME at the City
of Toronto, in the Province
of Ontario this /Z~day
of 1~yember, 2018

A Commissioner, etc.

~t, ~,~ Gh ~ c~~-b, ~ ~~
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