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Court File No. 31-2117956
ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE PROPOSAL OF
NEWSTART FINANCIAL INC.
OF THE CITY OF PICKERING, IN THE PROVINCE OF ONTARIO

NOTICE OF MOTION

Newstart Financial Inc. (“NFI”) and Newstart Acceptance Inc. (“NAI”) (NFI and
NAI collectively referred to as “Newstart”) will make a Motion before a Judge sitting on the
Commercial List to be heard on Tuesday August 30, 2016 at 10:00 a.m. or as soon after that
time as the Motion can be heard at the Court House, 330 University Avenue, Toronto, Ontario,
MS5G 1E6.

PROPOSED METHOD OF HEARING: The motion is to be heard

l in writing under subrule 37.12.1 (1) because it is (insert one of on consent,
unopposed or made without notice);
] in writing as an opposed motion under subrule 37.12.1 (4);

X orally.

THE MOTION IS FOR:

1. If necessary, abridging the time for service and filing of the Notice of Motion, the Motion

Record and the Third Report of the Dodick Landau Inc., the Proposal Trustee (the “Proposal



Trustee”) dated August 23, 2016 (the “Third Report™) and dispensing with service on any other

person other than those served;

2. Extending the time for filing a proposal, and extending the stay of proceedings granting
upon the filing on May 2, 2016 (the “Filing Date”) of a Notice of Intention to Make a Proposal
(the “NOI”), for a period of forty-five (45) days, to and including October 14,2016;

3. Reporting on the status of the sale and investment solicitation process (the “SISP”) as
approved by the Order of the Honourable Justice Conway dated May 27, 2016 (the “First
Extension and Sale Process Approval Order”) and undertaken by the Proposal Trustee with

the assistance of Newstart; and

4. such further and other relief as to the Proposal Trustee may request and this Honourable

Court may deem just.

THE GROUNDS FOR THE MOTION ARE:

1. Newstart’s insolvency has been caused by a number of factors including but not limited
to the inability of Newstart to attract capital at a lower cost, not having sufficient funding to grow
the receivables portfolio to a large enough size to cover the basic operating costs of the business
and a number of investors requesting the return of their invested capital. As a result of these
issues, Newstart has faced a liquidity crisis which has made it impossible to maintain its

obligations to its creditors.

2. On May 2, 2016, Newstart filed NOIs. Pursuant to the Bankruptcy and Insolvency Act,

all proceedings against Newstart were stayed for 30 days;

Extension of Time:

3. On May 27, 2016 the First Extension and Sale Process Approval Order was granted
extending the stay of proceedings until July 16, 2016;

4, On July 14, 2016 a further extension Order was granted which extended the stay of
proceedings until August 30, 2016 (the “Second Extension Order”);



5. The SISP process has been completed. While a number of offers were received, Newstart
and the Proposal Trustee agree that a run-off of Newstart’s current portfolio will yield a greater

net result for the creditors of Newstart;
6. Newstart is in the process of preparing a proposal which it will present to creditors;

7. Newstart has acted and continues to act in good faith and with due diligence in seeking to

restructure its affairs after the date of the filing of the NOI,

8. An extension of the stay to October 14, 2016 would provide Newstart the necessary time

to make a successful proposal to its creditors;

9. An extension of the stay will substantially enhance a likelihood of Newstart making a

viable proposal to its creditors;
10.  No creditor would be materially prejudiced if the extension of the stay were granted,

11.  As contained on the Affidavit of David Baker sworn August 23, 2016 and the exhibits

annexed thereto;

12.  Sections 50.4(9), 50.6 and 64.2 of the Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3,

as amended;

13. Rules 1.04, 2.03, 3.02, 16.04 and 37 of the Rules of Civil Procedure, RRO 1990, Reg.

194, as amended;
14.  The inherent and equitable jurisdiction of this Honourable Court;
15.  Other grounds as described in the Affidavit of David Baker and the Third Report; and

16.  Such further and other relief as counsel may advise and this Honourable Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

Motion:

1. The Third Report of the Proposal Trustee dated August 23, 2016 and appendices annexed



thereto.

2. Such further and other material as counsel may produce and this Honorable Court may

permit

<;(~\Y\\’Z(a 7 g AL Tiir
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DATED: August 23, 2016 LIPMAN, ZENER & WAXMAN LLP
Barristers & Solicitors
1220 Eglinton Avenue West
Toronto, Ontario
M6C 2E3

JASON D. SPETTER
Law Society Registration No. 461058

Tel: 416-789-0652
Fax: 416-789-9015
Email; ispetter@lzwlaw.com

Lawyers for Newstart Financial Inc. and
Newstart Acceptance Inc.






Court File No. 31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE PROPOSAL OF
NEWSTART FINANCIAL INC.
OF THE CITY OF PICKERING, IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF DAVID BAKER

I, DAVID BAKER, of the City of Pickering, in the Province of Ontario, MAKE OATH AND
SAY AS FOLLOWS:

1. I am the President, sole director and shareholder of Newstart Financial Inc. (“NFI”) and
Newstart Acceptance Inc. (“NAI”) (NFI and NAI shall collectively be referred to as “Newstart”).
Where I do not have personal knowledge, I have indicated the source of my information and do
verily believe such information to be true. Where correspondence is adopted as an exhibit, I do
verily believe the information contained therein and that it was sent and received on the date(s)

indicated.

I.  Relief Sought

2. This Affidavit is sworn in support of a motion for an Order:

(a) abridging the time for service and filing of the Notice of Motion, the Motion
Record and the Third Report of Dodick Landau Inc. (the “Proposal Trustee”)
dated August 23, 2016 (the “Third Report”) and dispensing with service on any

other person other than those served; and

(b) extending the time for filing a proposal, and extending the stay of proceedings
granted upon the filing on May 2, 2016 (the “Filing Date”) of a Notice of
Intention to Make a Proposal (the “NOI”), and extended by the Order of the



Honourable Justice Conway dated May 27, 2016 (the “First Extension and Sale
Process Approval Order”), and further extended by the Order of the Honourable
Justice Penny dated July 14, 2016 (the “Second Extension Order”) for a period of
forty-five (45) days, to and including October 14, 2016.

II.  The SISP:
3. Details of the SISP are set out in the Third Report of the Proposal Trustee.

4, In brief, a number of offers were received through the SISP; however, as reported in the
Third Report and in my opinion, a run-off of the current portfolio will yield a greater net result for

the creditors than accepting any of the offers received.

III. Cash Flow Forecast

5. Newstart has worked with the Proposal Trustee to prepare a Cash Flow Statement and
Report on Cash Flow for Newstart (the “Third Extension Cash Flow Forecast”) for the third
extension period requested to October 14, 2016 (the “Third Extension Period”) which is
attached hereto as Exhibit “A”.

6. Based on my knowledge of the financial position of Newstart and the assumptions set out
in the Third Extension Cash Flow Forecast, 1 believe that this cash flow forecast is fair and
reasonable. The Third Extension Cash Flow Forecast projects that Newstart has sufficient funds
to fund expenditures until October 14, 2016.

IV. Extension of Stay

7. In order to allow Newstart sufficient time to prepare a proposal to its creditors and to
complete its reorganization successfully, Newstart is seeking an extension of the time for filing of

the Proposal to and including October 14, 2016.

8. I verily believe that Newstart has acted in good faith and with diligence and has been
making its best efforts in seeking to restructure the affairs of Newstart after the date of filing the

NOL




9. Given the efforts expended by Newstart in assisting the Proposal Trustee in implementing
the SISP, it was not possible to complete a restructuring process and to prepare a viable proposal

to creditors within the stay period provided for in the Second Extension Order.

10. I verily believe that the requested extension will substantially enhance the likelihood of

Newstart making a viable proposal to its creditors, and will not cause any undue prejudice to any

party.

11.  An extension of stay proceedings is essential to preserve Newstart’s business and to
maintain its enterprise value. A stay would also provide Newstart with the necessary time to

making a successful proposal to creditors.

12.  Without the benefit of a stay of proceedings, Newstart would be deemed bankrupt and

there would be a fast and significant erosion of value of Newstart’s assets.

13. I swear this Affidavit in support of Newstart’s motion for the relief requested, and for no

other or improper purpose.

SWORN BEFORE ME )
at the City of Toronto )
in the Province of Ontario, )
this 02 )3 day of August, 2016

) DAVID BAKER

A-€ompmissioner for taking oaths, etc.



This is Exhibit “A” referred to in the
Affidavit of DAVID BAKER
sworn before me, thisé’_

day of AUGUST, 2016




Newstart Financial Inc.
Cash Flow Statement - Variance Analysis
Period of May 2, 2016 to July 29, 2016

’ l Plan
April 30, 2016 to April 30, 2016 to
Week Ending luly 28, 2016 July 29, 2016
Receipts
Net Lease Receipts 315,628 333,417 (17,789)
Other Receipts 92,657 ' 45,500 47,157

Total Receipts 408,285 378,917 l 29,368 l

Dishursements

Warranty and VIP Program Costs 342 15,415 (15,073)
Repo Expenses 13,098 11,373 1,724
HST 10,293 16,777 (6,483)
Portfolio Servicing 102,158 93,914 8,244
Headcount 53,348 61,614 {8,266)
Premises 4,689 6,000 (1,311)
Computer 12,326 10,251 2,075
Insurance 6,002 5,529 473
Office & Other Expenses 25,793 10,520 15,273
Total Disbursements 125,891 137,478
Net Cash Flow from Operations 282,394 241,438
Professional Fees 101,321 118,700 (17,379)
Net Cash Flow 181,073 122,738
Cash position
Opening cash position (3,376) 4,192
Net cash flow 181,073 118,700

Closing cash position 177,697 122,892
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Court File No. 31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) TUESDAY, THE 30" DAY OF
)
JUSTICE ) AUGUST, 2016

IN THE MATTER OF THE PROPOSAL OF
NEWSTART FINANCIAL INC.
OF THE CITY OF PICKERING, IN THE PROVINCE OF ONTARIO

ORDER

THIS MOTION, made by Newstart Financial Inc. (“NFI”) and Newstart Acceptance
Inc. (“NATI”) (NFI and NAI shall collectively be referred to as “Newstart”), pursuant to the
Bankruptcy and Insolvency Act, R.S.C 1985, ¢ B-3, as amended (the “BIA”) was heard this day

at 330 University Avenue, Toronto, Ontario.

ON READING the Affidavit of David Baker sworn August 23, 2016 and the Exhibits
thereto (the “Baker Affidavit”), the Third Report of Dodick Landau Inc., (the “Proposal
Trustee”) dated August 23, 2016 (the “Third Report”) and on hearing submissions of counsel
for Newstart, the Proposal Trustee, no one appearing for any of the other parties on the Service

List, although duly served,
Service:

1. THIS COURT ORDERS that the time for service of the Newstart’s Notice of Motion
and Motion Record and the Third Report is hereby abridged so that this Motion is properly

returnable today and hereby dispenses with further service thereof.
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Extension of Time:

2. THIS COURT ORDERS that the time for filing of the Proposal, and the stay of
proceedings herein, are extended in accordance with Section 50.4(9) of the BIA, to and including

October 14, 2016.
General:

3. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect to this Order and to assist the Debtor, the Proposal Trustee and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such orders and to provide such assistance to the
Debtor and to the Proposal Trustee, as an officer of this Court, as may be necessary or desirable
to give effect to this Order, to grant representative status to the Proposal Trustee in any foreign
proceeding, or to assist the Debtor and the Proposal Trustee and their respective agents in

carrying out the terms of this Order.

4. THIS COURT ORDERS that each of Newstart and the Proposal Trustee be at liberty
and is hereby authorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and for assistance in
carrying out the terms of this Order, and that the Proposal Trustee is authorized and empowered
to act as a representative in respect of the within proceedings for the purpose of having these

proceedings recognized in a jurisdiction outside Canada.

5. THIS COURT ORDERS that any interested party (including Newstart and the Proposal
Trustee) may apply to this Court to vary or amend this Order on not less than seven (7) days
notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may order.
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