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Court File No. 31-2117950
31-2117956
Estate No. 31-2117950
31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

THIRD REPORT TO COURT OF PROPOSAL TRUSTEE

DATED AUGUST 23, 2016

INTRODUCTION

1s On May 2, 2016 (the “Filing Date"), Newstart Financial Inc. (“NFI") and
Newstart Acceptance Inc. (“NAI”, and together with NF!, the “Debtors”) filed
with the Official Receiver Notices of Intention to Make a Proposal (“NOI”) to its
creditors and named Dodick Landau Inc. (“DLI") as Proposal Trustee (the
“Propoéal Trustee”). Attached as Appendix “A” are the Certificates of Filing
of the NOI for the Debtors.

2: A detailed overview of the Debtors business operations, corporate structure and
financial difficulties which led to the filing of the NOI is set out in the Affidavit of
David Baker sworn May 19, 2016 (“Baker May 19/16 Affidavit"). A copy of the
Baker May 19/16 Affidavit without exhibits is attached as Appendix “B”.

3. On May 27, 2016, this Court granted an order (the “May 27 Order") which,
among other things, approved an extension of time to file a proposal up to and
including July 16, 2016; granted a charge in favour of the Proposal Trustee,

counsel to the Proposal Trustee and the Debtors’ counsel, the
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(“Administration Charge”) on the property of the Company in the amount of
$150,000, as security for their professional fees and disbursements in respect
of these proceedings; and enhanced the powers of the Proposal Trustee to carry
out the sale and investment solicitation process (“SISP”) and to execute any and
all documents on behalf and in the name of the Debtors necessary to complete
any transactions under the SISP approved by the Court and approved the SISP
attached hereto as Appendix “C”.

The Proposal Trustee prepared and filed with the Court its first report dated
May 19, 2016 (the “First Report”). Enclosed herein as Appendix “D” and
Appendix “E” are copies of the First Report (without appendices) and the May
27 Order, respectively.

On July 14, 2016, the Court granted an order (the “July 14 Order”) which
among other things, approved an extension of time to file a proposal up to and
including August 30, 2016. In connection with the July 14 Order, the Proposal
Trustee prepared and filed with the Court its second report dated July 11, 2016
(the “Second Report”). Enclosed herein as Appendix “F” and Appendix “G”
are copies of the Second Report (without appendices) and the July 14 Order,

respectively.

This third report (the “Report”) of the Proposal Trustee is made in connection
with the motion of the Debtors returnable August 30, 2016 (“August 30/16

Motion”) to:

extend the time for filing a proposal, and further extend the stay of
proceedings granted in the July 14 Order, for a period of 45-days to, and
including, October 14, 2016; and

ii. report on the status of the SISP.

Page 2 of 9



7 Served and filed with the Court in support of the Debtors’ motion for the relief set
out herein is an affidavit sworn by David Baker on August 23, 2016 (“August
30/16 Baker Affidavit’). A copy of the August 30/16 Baker Affidavit without
exhibits is attached hereto as Appendix “H”.

8. All capitalized terms used in this Report but not otherwise defined shall have the

meaning ascribed to such terms in the August 30/16 Baker Affidavit.
DISCLAIMER

9. In preparing this Report, the Proposal Trustee has relied upon certain unaudited,
draft and/or internal financial information, the Debtors books and records,
discussions with the management of the Debtors (“Management’) and
information from other third-party sources (collectively, the “Information”).

Except as described in this Report:

I 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 pursuant to the Canadian Institute of Chartered Accountants
Handbook and, accordingly, the Proposal Trustee expresses no opinion or

other form of assurance in respect of the Information;

il. some of the information referred to in this Report consists of forecasts and
projections. An examination or review of the financial forecast and
projections, as outlined in the Canadian Institute of Chartered Accountants

handbook, has not been performed; and

i, the Proposal Trustee has prepared this Report in its capacity as a Court
appointed officer and has made a copy of this Report available on the

Proposal Trustee's website at www.dodick.ca for purposes of the

Company’s motion returnable August 30, 2016. Parties using this Report,
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10.

1.

other than for the purpose of the motion, are cautioned that it may not be

appropriate for their purposes.

Future oriented financial information referred to in this Report was prepared
based on Management's estimates and assumptions. Readers are cautioned
that since projections are based upon assumptions about future events and
conditions that are not ascertainable, the actual results will vary from the
projections, even if the assumptions materialize, and the variations could be

significant.

Unless otherwise stated, all monetary amounts contained herein are in Canadian

dollars.

THE SISP

12.

18,

As described in the First and Second Reports, the goal of Debtors’ proposal
proceeding is to preserve its business for the benefit of all stakeholders through a
recapitalization, refinancing or a sale of the Debtors’ business. To achieve this
goal, the Debtors sought and obtained the approval of the SISP which would

allow the Debtors to explore all restructuring alternatives.

The terms of the SISP were set out in the First Report. The more significant

milestones in the SISP are:

"Sale Process Procedures e B lsDate e R
Complete solicitation of potential purchasers/mvestors by June 24,2016

Due diligence completed by ~ July 22, 2016
Offer deadline August 2, 2016
Identification of successful offer August 5, 2016
Hold meeting of creditors to vote on Proposal by August 31, 2016
Obtain Court approval of Proposal by September 16, 2016
Closing(s) by B September 30, 2016
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14,

18

To date, the Proposal Trustee, with the assistance of Management, has carried

out various SISP activities which included:

iv.

vi.

vii.

viii,

identifying prospective strategic and financial purchasers/investors;

preparing and distributing a “teaser” document (the “Teaser”) to
approximately 60 recipients. Enclosed herein as Appendix “I” is a copy

of the Teaser;
creating a Confidential Information Memorandum;

placing 8 insertions on the monitordaily.com’s daily e-blast (an equipment

finance website with 75,000 subscribers);

establishing a virtual data room and placing 43 documents on the site for
review by interested parties who have executed a confidentiality

agreement;

placing calls to certain prospective purchasers/investors who have been

identified as strong acquisition or investment candidates;

coordinating in person and by phone meetings with the Debtors’

management; and

answering due diligence questions from a number of interested parties by

phone and in person throughout the due diligence process.

As a result of its various solicitation efforts, the Proposal Trustee received 11

executed confidentiality agreements from interested parties and granted access

to its virtual data room to 19 individuals who represent these interested parties.

On 72 different occasions these individuals logged on to the virtual data room to

review the due diligence documents.
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16.

17.

Three offers to purchase the assets of the Debtors’ business were received by
the Proposal Trustee by the Offer Deadline. As well, two additional offers were
received for a selection of NFls assets by the Offer Deadline. All five offers were
reviewed in detail by the Proposal Trustee and none of the offers were deemed to

be acceptable.

The Proposal Trustee is of the opinion that a run-off of the current portfolio will
yield a greater net result for the creditors than accepting any of the offers
received. The Debtors are preparing run-off proposals which, the Proposal
Trustee understands, they intend on presenting to their creditors in September
20186.

OVERVIEW OF THE DEBTORS’ WEEKLY CASH FLOW FORECAST

18.

19.

20.

The Debtors, with the assistance of the Proposal Trustee, have prepared a cash
flow forecast for the period of July 30, 2016 to October 14, 2016 (“Cash Flow
Forecast’). A copy of the Cash Flow Forecast is attached hereto as Appendix
"J" to this Report. The Cash Flow Forecast has been prepared by
Management of the Debtors for the purpose of this motion, using probable and
hypothetical assumptions set out in notes 1 to 13 attached to the Cash Flow
Forecast. The Cash Flow Forecast reflects receipts and disbursements to be

received or paid over the nine week forecast period in Canadian dollars.

The Cash Flow Forecast projects that the Debtors will have sufficient liquidity to
fund their expenses and the Proposal proceeding throughout the proposed
extension of the stay of proceedings to October 14, 2016.

A critical assumption made in the Cash Flow Forecast is that NFI will not
underwrite any new vehicle leases and consumer loans during the forecast period
which includes purchasing vehicles for purposes of leasing. Without having to
incur underwriting costs NFI is expected to be able to operate within its available

cash flow throughout the Proposal proceeding and not require interim financing.
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21.

22.

23.

The Cash Flow Variance includes a positive net cash flow variance of $58,000 for
the period of May 2, 2016 to July 29, 2016. This positive net cash flow variance

is primarily a result of:

i. permanent differences of approximately $47,000 of higher other receipts
partially offset by $18,000 of lower net lease receipts. The higher other
receipts, and lower net lease receipts, categories are attributed to twelve
early buy-outs of leases, and two insurance claim payouts, not forecast in

the Cash Flow Statement; and
ii. approximately $17,000 of lower professional fees due to timing.

The Proposal Trustee's review of the Cash Flow Forecast consisted of
inquiries, analytical procedures and discussion related to information supplied
to the Proposal Trustee by certain of the Management and employees of the
Debtors. Since hypothetical assumptions need not be supported, the Proposal
Trustee's procedures with respect to them were limited to evaluating whether
they were consistent with the purpose of the Cash Flow Forecast. The Proposal
Trustee has also reviewed the support provided by Management of the Debtors
for the probable assumptions, and the preparation and presentation of the

Cash Flow Forecast.

Based on the Proposal Trustee's review, nothing has come to its attention to

cause it to believe that, in all material respects:

i. the hypothetical assumptions are not consistent with the purpose of the

Cash Flow Forecast;

ii. as at the date of this Report, the probable assumptions developed by
Management are not suitably supported and consistent with the plans of
the Debtors or do not provide a reasonable basis for the Cash Flow

Forecast, given the hypothetical assumptions; or
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24,

29,

i. the Cash Flow Forecast does not reflect the probable and hypothetical

Assumptions.

As described in the Disclaimer above, since the Cash Flow Forecast is based
on assumptions regarding future events, actual results will vary from the
information presented, even if the hypothetical assumptions occur, and the
variations may be material. Accordingly, the Proposal Trustee expresses no
assurance as to whether the Cash Flow Forecast will be achieved. In addition,
the Proposal Trustee expresses no opinion or other form of assurance with
respect to the accuracy of financial information presented in the Cash Flow

Forecast.

The Cash Flow Forecast has been prepared solely for the purpose described
above, and readers are cautioned that it may not be appropriate for other

purposes.

EXTENSION OF THE TIME TO FILE A PROPOSAL

26.

27,

28.

The Debtors are seeking an extension of the time to file a proposal to and
including October 14, 2016 for a total of 45 days.

The stay extension is required to provide the Debtors with the necessary time to
explore the different portfolio run-off alternatives and to successfully complete

proposals to their creditors.

The Proposal Trustee is of the view that the Debtors are acting in good faith and
with due diligence in formulating and implementing a restructuring plan that would
preserve its business in run-off for the benefit of their stakeholders. If the
extension applied for is granted, the Debtors would likely be able to make a viable
proposal to its creditors. Without the extension, the Debtors are not in a position

to make a viable proposal to their creditors and will become bankrupt to the
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detriment of their stakeholders. In contrast, no creditor will be materially

prejudiced if the extension applied for is granted.
CONCLUSION AND RECOMMENDATION

29. The Proposal Trustee is of the view that a run-off of the current portfolio will yield
a greater net result for the creditors than accepting any of the offers received
through the SISP.

30. Based on the foregoing, the Proposal Trustee respectfully recommends that the
Court make an order granting the relief being requested by the Debtors pursuant
to the BIA.

All of which is respectfully submitted this 23" day of August, 2016.

DODICK LANDAU INC.

In its capacity as the Proposal Trustee of
Newstart Financial Inc. and Newstart Acceptance
Inc. and not in its personal capacity.

/4

Rahn Dodick, CA, CPA, CIRP, LIT
President

Per:
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Industry Canada Industrie Canada
Office of the Superintendent  Bureau du surintendant

of Bankruptcy Canada des faillites Canada
District of Ontario
Division No. 09 - Toronto
Court No. 31-2117956
Estate No. 31-2117956

In the Matter of the Notice of Intention to make a
proposal of:
Newstart Financial Inc.
Insolvent Person

DODICK LANDAU ING.
Licensed |nsolvency Trustee

Date of the Notice of intention: May 02, 2016

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

|, the undersigned, Official Receiver in and for this bankruplcy 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.

S - o - Date: May 02, 2018, 11:59
E-File/Dépdt Electronique Official Receiver
25 St. Clair Avenue East, 6th floor, Toronto, Ontario, Canada, M4T1M2, (877)376-9902

Canada
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il Industry Canada Industrie Canada
Office of the Superintendent  Bureau du surintendant

of Bankruptcy Canada des faillites Canada
District of Ontario
Division No. 09 - Toronto
Court No. 31-2117950

Estate No. 31-2117950
In the Matter of the Notice of Intention to make a
proposal of:
Newstart Acceptance Inc.
Insolvent Person

DODICK LANDAU INC.
Licensed Insolvency Trustee

Date of the Notice of Intention: May 02, 2016

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL

I, the undersigned, Official Receiver in and for this bankruptey. districl, 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 data of filing of the Notice of Intention.

e —— Date: May 02, 2016, 12:02
E-File/Dépdt Electronique Official Receiver

25 St. Clair Avenue East, 6th floor, Toronto, Ontario, Canada, M4T1M2, (877)376-9902
1=l
Canadi
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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

AFFIDAVIT OF DAVID BAKER

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

1. T am the President, sole ditector 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 teceived on the date(s)

indicated.

2, As NET and NAI are related entities, I am filing one affidavit that relates to both matters,
As there are a number of companies connected to the business of Newstart, I have attached as

Fixhibit “A” hereto an organizational chart which sets out an overview of the various companies.
1. Relief Sought
3. This Affidavit is swotn in supporl of a motion for an Order:

(a) If necessary, abridging the time for service and filing of the Notice of Motion, the
Motion Record and the First Report of Dodick Landau Inc. (the “Proposal
Trustee”) dated May 19, 2016 (the “First Report”) and dispensing with service



on any other person other than those served;

(b) Approving and adopting by reference the e-service protocol of the Commercial
List (the “Protocol”) such that service of court documents by email in accordance

with the Protocal shall be deemed valid and effective service in these proceedings;

(c) Bxtending 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 July 16, 2016;

(d) Granting the Administration Charge (defined below);

(e) Approving a Sale and Investment Solicitation Process (the “SISP”) to be

undertaken by the Proposal Trustee with the assistance of Newstart, and

(f) Granting the Proposal Trusiee expanded powers to implement the SISP and close
any transaction under the SISP approved by the Court,

II.  Ovyerview and Business Operations

A, Overview of the Businesses:
NFI:

4, NFI is an Ontario corporation that was incorporated on December 11, 2006, Attached
hereto as Exhibit “BY is a copy of a Corporation Profile Report dated October 28, 2015.

5 NFI provides automobile financing to customers in the subprime market. The vehicles are

{eased through NFI and NFI manages all aspects of the leasing process.

6. At the date of filing of the NOI, NFI employed six (6) people. Two of the employees
were terminated after the NOI was filed. The remaining employees include our bookkeeper, two

collectors and me.

7. NET currently has approximately 678 vehicles under Jease.



NAT:

8. NAI is an Ontario corporation that was incorporated on April 2, 2009. Attached hereto as
Exhibit “C” is a copy of a Corporation Profile Report dated October 28, 2015.

9, NAI is in the business of collecting distressed receivables. When vehicles subject {o lease
contracts through NFI are repossessed, the vehicles are sold to independent dealers or other third
parties. In most cases, there will be a shortfall on the lease or financing contract and that
receivable is sold to NAI on a percentage basis. NAI had also purchased two small distressed

portfolios of consumer receivables.

10.  NAI does not have any employees. Prior to the filing of the NOIL it outsourced its
collection function to third parties on a commission basis., There are no cutrent engagements to

collect NAD’s outstanding receivables,

11.  Newstart operates out of leased facilities at 963 Brock Road, Units 1011, Pickering,
Ontario, L1W 3A4. As of May 1, 2016, Newstart renewed the lease of Unit 10 and relinquished
the lease of Unit 11. i

B. Assets:
NFI:

12, NFDs primary assets are its lease receivables from its customers as well as the vehicles
that are the subject of those leases, Title to the vehicles are held in trust by 1353974 Ontario Inc.
(%135™) for NFI and NFI provides all funding for the vehicles. 135 is wholly owned by NFI and
holds a vehicle desler license. A copy of Trust Agreement dated August 2, 2007 is attached
hereto as Exhibit “D”.

NAI:

13, NADs only assets are the distressed leases and loan receivables it purchased from NFI and
two third parties. The amounts owing under those leases and loans aggregate in the range of $22-
million ranging from current to dating back 15 years. According to NAI’s balance sheet, the total
net book value of these receivables is approximately $121,000,00 as at July 31, 2015.



C., Secured Indebtedness:
NFI:

14.  Attached hercto as Exhibit “E” to this my Affidavit is a chart sctting out the list of

secured creditors of NFJ in order of registration under the PPSA.

15. Search results from the Ontario Personal Property Registration System conducted against

Newstart as at May 15, 2016 are attached hereto as Exhibit “F”.

16.  NFI raised funds from a group of approximately 30 sophisticated investors. As sccurity
for their investments, the investors received promissory notes as well as security over a specific

list of vehicles, Many of the investors have been investing in NFI for 5 to 7 years.

17.  Attached hereto as Exhibit “G™ is a copy of NFI’s Creditor List which is aftached to the
NOL The total amount owing to all creditors is $6,693,172.75 as at the Filing Date but the

breakdown of secuted versus unsecured debt has yet to be finalized.

18. My company, Austin J, Mack (1980) Inc. (“AJM™), has loaned $615,003.75 (the “AJM
Loan”). As consideration for the for AJM Loan, NFI executed and delivered a Promissory Note
in favour of ATM dated September 5, 2007 (the “AJM Promissory Note”), a copy of which is
attached hereto as Exhibit “H”. Furthermore, NFI executed and delivered a General Sccurity
Agreement in favour of AJM dated September 5, 2007 (the “AJM GSA”), a copy of which is
attached hereto as Exhibit “I” (the ATM Promissory Note and the ATM GSA shall collectively be
referred to as the “AJM Security”),

19.  AIM has never received any payment or dividend from NFI in connection to the AJM

Loan,

20.  On April 27, 2016, AJM assigned the AJM Security to Newstart Inc. (“NSI”) pursuant to
an Assignment Agreement dated April 27, 2016, a copy of which is attached hereto us Exhibit
“J”'

21. On April 27, 2016, NSI issued a demand and a Notice of Intention to Enforce Security
(“NITES”) on NFI. On April 27, 2016 NFI executed the waiver pursuant to s. 244(2) of the



Bankruptcy and Insolvency Act, Attached hereto and marked as Exhibit “K” are copies of the

demand and NITES, including the aforementioned waiver.

22.  As of the date of this Affidavit, Newstart ig current in paying employee source deductions

and HST remittances.
NAIL:

23.  NAI has no secured creditors. Aftached hereto as Exhibit “L” is a search from the
Ontario Personal Property Registration System which confirms that there are no registrations

against the said company.,
D. Unsceured Creditors:
NFI:

24.  As noted above the breakdown of secured versus unsecured indebtedness is in the process

of being finalized.
NAI:

25. NAI’s only unsecured creditor is Phillip Gagnon. A copy of NAI’s Creditor List attached
to the NOI is attached hereto as Exhibit “M”.

II. Current Status of the Companies

A. Factors Leading to Insolvency:

26. A number of factors have led to Newstart’s insolvency 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,

27.  Ag aresult of the above noted issues, Newstart has faced a liquidity crisis which has made

it impossible to maintain its obligations to its creditors.
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B. Liquidity Crisis and Filing of NOL:

(a) demand from 1455740 Ontario Ltd,

28, On or about March 11, 2016, NFI received a demand from 1455740 Ontario Ltd, for
payment of $108,333.30, a copy of which is attached hereto as Exhibit “N”.

(b) demand from Caroline Taylor

29, On or about March 11, 2016, NFI received a demand from Caroline Taylor for payment of
$97,500.00, a copy of which is attached hereto as Exhibit “O”,

(¢) claim from the Afonsos

30. On or about April 12, 2016, Newstart was served with a Statement of Claim as Defendant
listing Frank Afonso and Ausenda Afonso as Plaintiffs, seeking (among other things) payment by
Newstart to the Plaintiff of $270,000.00, Attached hereto as Exhibit “P” is a true copy of the
Statement of Claim dated April 12, 2016.

31, In response to the above referenced liquidity crisis, the aforementioned demands, and the
issuance of the Statement of Claim by the Afonsos, Newstart determined that it had no other
readily available options but to file the NOIs on the Filing Date to prevent irreparable harm to the

business of Newstart and the erosion of the capital of its investors,

32. To date, Newstart has not filed a proposal. A copy of the Certificates of Filing of the
NOIs are attached hereto as Exhibits “Q” and “R” respectively.

33,  Newstart filed the NOIs in order to preserve the status quo and to preserve its business

operations.

V.  Overview of Restructing Plan and SISP

34,  The paramount goal of Newstart is to preserve, maximize and realize value for the benefit
of all stakeholders. Newstart is of the view that the restructuring of Newstart to be undertaken
under the BIA will likely involve a sale of ils business. Newstart will explore all options to

maximize value for stakeholders,
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35,  The purpose of the SISP is to identify one or more financiers, purchasers or investors in
Newstart’s business with a projected completion date of a transaction or transactions by the end of
September 2016.

36.  The SISP will include broad marketing to all potential financiers and investors, including
those that have already expressed interest in purchasing the business. The SISP will
accommodate offers for the purchase of Newstarts assets, I will be a fair and transparent process

that will be implemented by the Proposal Trustee.

37.  The SISP, implemented and completed by the Proposal Trustee, would formalize this
process and ensure that there will be no complications to completing a transaction resulting from

the complex structure of Newstart’s busiriess.

38 A chart summarizing the important dates for the SISP is set out below:

ks
Court approval of Sale Process by

" May 31,2016

‘Begin matketing to Interested Parties June 1, 2016

Begin distributing CIM and access to on-line data room June 6, 2016
Complete solicitation of potential purchasers/investors by June 24, 2016

Due diligence completed by ) July 22, 2016
Offer deadline August 2,2016
Identification of successful offer August 5, 2016

| Hold meeting of creditors to vote on Proposal by ~ August 31,2016
Obtain Court approval of Proposal by September 16, 2016 —

Closing(s) by ~ September 30,2016

39, Newstart approves the SISP being proposed by the Proposal Trustee and I am advised that
fhe Proposal Trustee is agreeable to implementing and completing the SISP on behalf of
Newstart.

40.  Given the complexity involved in the sale of Newstart’s assets and the fact that a related
entity may make an offer or be part of a group that makes an offer for Newstart’s assets, the
Proposal Trustee requires enhanced powers to close the transaction that may arise out of the SISP

un behalf of Newstart.
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41,  The Proposal Trustee has approved Newstart obtaining the form of draft Order being
requested, approving the SISP and the expanded powers of the Proposal Trustec described in the
draft Order.

Y. Cash Klow Forecast

42, Newstart has worked with the Proposal Trustee to prepare a Cash Flow Statement and
Report on Cash Flow for Newstart which was filed by Newstart in accordance with the BIA (the
“Cash Flow Forecast”),

43 Newstart has also prepared as Cash Flow Forecast for the extension period request (the
“Second Cash Flow Forecast”). Attached hereto as Exhibit “S” is a copy of the Cash Flow
Torecast and the Second Cash Flow Forecast. Based on my knowledge of the financial position
of Newstart and the assumptions set out in the Cash Flow Forecast and the Second Cash Flow

Forecast, both of these are fair and reasonable,

VI. Administration Charge

44,  Newstart is also requesting that the Court grant & charge in favour of Newstart’s counsel
and in favour of the Proposal Trustee and its counsel (the “Professional Advisors”) to secure
payment of fees and expenses incurred in conmection with this proceeding (the “Administration
Charge™).

45, Newstart secks an Administration Charge in the amount of $150,000.00 to secure payment

of the fees and expenses of Newstart’s counsel and the Proposal Trustee and its counsel.

46. The Professional Advisors have been and will continue to be actively involved in
providing Newstart support, advice and assistance through these proceedings and their ongoing
support is necessary to maximize value for all stakeholders. The Proposal Trustee will ensure
that the business and affairs of Newstart will be properly managed by existing management of

Newstart during these proceedings.

VII.  Extension of Stay

47 In order to allow Newstart sufficient time to implement the SISP and to complete its

13
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reorganization successfully, Newstart is seeking an extension of the time for filing of the Proposal

to and including July 16, 2016 for a total of 45 days,

48, 1 verily believe that Newstart has acted in good faith and with diligence and has made best
efforts in secking to restructure the affairs of Newstart after the date of filing the NOI. In order to
maximize return for all stakeholders, it would not be possible to complete the restructuring
process and prepate a viable Proposal to creditors within the initial stay provided for under the
BIA.

49, 1 verily believe that the requested extension will substantially enhance the likelihood of
Newstart making a viable Proposal to itg creditors, and will not cavse any undue prejudice to any
party.

50.  An extension of stay proceedings is essential to preserve Newstart’s business and to
maintain its value. A stay would also provide Newstart with the necessary time to undertake and
implement the SISP and complete a transaction with a view to making a successful proposal to

creditors.

51,  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.

52, I swear this Affidavit in support of Newstmt’s motion for the rehef requested and f01 no

“other or improper purpose

SWORN BEFORE ME
at the City of Toronto

in the Province of Ontario,
this 19™ day of May, 2016

e \\ T )
: Jr,/ ~ j;;.{j [. \\

A Commissioner for taking oaths, ctc,

LN

/\‘ &?\

DAVID BAKER

[

S’ N e N S N

5 WETTEA.
3
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Newstart Financial Inc. and Newstart Acceptance Inc. (collectively, “Newstart”)

Sale and Investment Solicitation Process Summary

The purpose of the Sale and Investment Solicitation Process (the “SISP”) is to identify one or more
purchasers of, or investors in, the business and assets of Newstart with a projected completion date
of a transaction or transactions by September 2016.

All capitalized terms used but not otherwise defined herein have the meaning given to them in the
Order granted by the Ontario Superior Court of Justice (the “Court”) on May 27, 2016 (the “May
Order”) in respect of the proposal proceedings commenced by Newstart under the Bankruptcy and
Insolvency Act (the “BIA”).

The SISP details are provided below.

Newstart has compiled, and with the assistance of the Proposal Trustee, may continue
to compile, a list of interested parties (“Interested Parties”) and will distribute to them
an interest solicitation letter detailing this opportunity. The Proposal Trustee will
contact all parties identified as well as any additional parties that come to its attention.
A confidentiality agreement (“CA”) will be attached to the interest solicitation letter;

Newstart, with the assistance of the Proposal Trustee, will prepare a confidential
information memorandum (“CIM”) which will be made available to Interested Parties
that execute the CA. The CIM will provide an overview of Newstart’s business,
property and financial results;

Interested Parties who execute the CA will have an opportunity to perform diligence,
including reviewing information in a virtual data room;

A notice will be published in the national edition of The Globe and Mail newspaper
and, at the discretion of the Proposal Trustee, in trade publications;

The Proposal Trustee, with the assistance of Newstart, will facilitate diligence efforts
by, among other things, responding to questions and coordinating meetings between
Interested Parties and Newstart’s management and such other parties as the Proposal
Trustee may arrange. All meetings with management will be convened in the presence
of a representative of the Proposal Trustee;

Prospective investors shall be required to identify all material terms of their proposed
investment to permit evaluation of such proposal but will not be required to submit the
terms and structure of their proposed investment in a predetermined prescribed format;

Parties interested in acquiring assets will be able to refer to a template asset purchase
agreement (“APA™) that will be posted in the data room. Interested Parties who wish
lo acquire assets will be encouraged to submit offers substantially in the form of the



APA, with any changes black-lined against the APA;

Interested Parties will be entitled to submit offers for Newstart's business and assets on
an individual basis or en bloc. Subject to the value of the consideration to be paid,
preference will be given to en bloc offers;

The deadline for submission of offers (“Offer Deadline”) will be 5:00 pm EST on
August 2, 2016;

Offers are to be submitted to the Proposal Trustee with a refundable cash deposit in the
form of a wire transfer (to a bank account specified by the Proposal Trustee) or such
other form of deposit as is acceptable to the Proposal Trustee, in an amount equal fo
10% of the purchase price or investment amount. Offers are to be supported by
evidence, satisfactory to the Proposal Trustee, of financing sufficient to close a
transaction within the timelines detailed in these procedures. All offers are to be
irrevocable until 10 days after Court approval of the Proposal;

The Proposal Trustee will evaluate the offers and may seek clarification and/or a re-
bidding of certain offers;

Newstart’s management, along with their respective legal counsel, will be consulted on
a timely basis during the different phases of the SISP, provided that they confirm to the
Proposal Trustee that they are not bidders in the SISP;

Any offer submitted must be subject to the approval of the creditors of Newstart and
the Court;

Upon completion of definitive documentation, Newstart will make a Proposal to its
creditors in which it will propose a sale of the assets to the successful bidder(s) and the
Proposal Trustee will call a meeting of the creditors of Newstart to vote on Newstart’s
Proposal; and

Following receipt of creditor approval of Newstart’s Proposal, Newstart will apply to
the Court for an order approving the Proposal including one or more offers
("Transaction"), with the Transaction projected to be completed as soon as possible
following approval of the Proposal by the Court. The Proposal Trustee will provide its
recommendation to the Court with respect to the Proposal and the Transaction.

Other attributes of the SISP:

The Proposal Trustee shall have the right to extend by up to two-weeks any deadline in
the SISP in order to facilitate the SISP. Further extensions will require Court approval;

Newstart’s management and employees are required to assist and support the efforts of
the Proposal Trustee as provided for herein;



Any transaction will be consistent with insolvency principles, including without
material representations and warranties and shall be on an “as is, where is” basis;

The Proposal Trustee reserves the right t accept one or more offers, in consultation
with Newstarl management, and to take such steps as arc neeessary to finalize and
complete an APA or investment agyeement or (o continue negotiations with a selected
number of Interested Parties with a view to finalizing an agreement(s) with one or more
of them;

The Proposal Trustee shall he under no obligation to accept the highest offer, the best
offer, or any olfer, and the sclection of any offer(s) shall be at the discretion ol the
Proposal Trustee after consultation with Newstart Management;

The Proposal Trustee shall not be bound by the terms of any transaction(s) until
approval of the Court is obtained;

The Proposal Trustee may consider {ransactions involving a restructuring or investment
in Newstart if, in the opinion of the Proposal Trustee, the resulting transaction is in the
best interests of Newstart and maximizes value for the bene fit of its stakeholders; and

The Proposal Trustee reserves the right to apply to the Court at any time to medify or
terminate the SISP if it considers it appropriate in the circumstances or to apply to the
Court for advice and directions.

SUMMARY TIMELINE OF IMPORTANT DATES

Sale Process Procedures - R ) ! T Date
“Court approval of Sale Process by ) May 31, 2016
“Begin marketing to Interested Parties - B June 1, 2016
- Bcg-in_distributing CIM and acccés_toa-ligd_ata—room o J m,_201—6 o
“Complete solicitation of potential purchasers/investors by ' June 24, 2016
Due diligence completed by - July 22,2016
"Offer deadline N August 2, 2016
Identification of successful offer Augusﬁ,_i(_)m__h_'
'ImmeTtir{Me_ait_ors to vote on Proposal by ~ August 31,2016

Obtain Court approval of Proposal by

aosi‘ng(s_)_b_y

September 16,2016

September 30,2016
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Court File No, 31-2117950
31-2117956
Estate No. 31-2117950
31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

FIRST REPORT TO COURT OF PROPOSAL TRUSTEE
DATED MAY 19,2016

INTRODUCTION

1. On May 2, 2016 (the "Filing Date"), Newstart Financial Inc. ("NFI") and
Newstart Acceptance Inc. ("NAI", and together with NFI, the ‘Debtors”) filed
with the Official Receiver Notices of Intention to Make a Proposal ("NOI") to its
creditors and named Dodick Landau [nc. ("DLI") as Proposal Trustee (the
"Proposal Trustee”). Attached as Appendix “A” are the Certificates of Flling
of the NOI for the Debtors.

2. A detailed overview of the Debtors business operations, corporate structure and
financial difficulties which led to the filing of the NOI is set out in the Affidavit of
David Baker sworn May 19, 2016 (the "Baker Affidavit’), served and filed with the
Court in support of the Debtors’ motion for the relief set out herein.

3 All capitalized terms used in this Report but not otherwlse defined shall have the
meaning ascribed to such terms in the Baker Affidavit.
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4, This first report (the "Report") of the Proposal Trustee is made in connection
with the motion of the Debtors to:

i, abridge the time for service of the Notice of Motion, the Motion Record and
this Report and dispensing with service on any other person other than those
served,

i. seek approval to adopt the e-service protocol of the Commercial List;

iii.  extend the time for filing a proposal, and extend the stay of proceedings
granted upon the filing of the NOI, for a period of 45-days to, and including,
July 16, 2016,

iv.  seek an order granting an administration charge (as hereinaiter defined);

V. approving a Sale and Investment Solicitation Process ("SISP") to be
undertaken by the Proposal Trustee with the assistance of the Debtors’
management and granting the Proposal Trustee with expanded powers to
implement the SISP and close any transactions under the SISP approved by
the Court; and

vi.  approving the activities of the Proposal Trustee as set out in this Report,
DISCLAIMER

5. In preparing this Report, the Proposal Trustee has relied upon certain unaudited,
draft and/or internal financial information, the Company's books and records,
discussions with the management of the Company (‘Management’) and
information from other third-party sources (collectively, the "Information”). Except
as described in this Report:

i, 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
pursuant to the Canadian Institute of Chartered Accountants Handbook and,



accordingly, the Proposal Trustee expresses no opinion or other form of
assurance In respect of the Information;

il some of the information referred to in this Report consists of forecasts and
projections.  An examination or review of the financial forecast and
projections, as outlined in the Canadian Institute of Chartered Accountants
handbook, has not been performed; and

li.  the Proposal Trustee has prepared this Report in its capacity as a Court
appointed officer and has made a copy of this Report avallable on the
motion returnable May 27, 2016, Parties using this Report, other than for the
purpose of the motion, are cautioned that it may not be appropriate for their
purposes.

B, Future oriented financial information referred to In this Report was prepared based
on Management's estimates and assumptions. Readers are cautioned that since
projections are based upon assumptions about future events and conditions that
are not ascertainable, the actual results will vary from the projections, even if the
assumptions materialize, and the variations could be significant,

7. Unless otherwise stated, all monetary amounts contained herein are in Canadian
dollars.

THE SISP

8. The goal of the Debtors’ proposal proceedings is to preserve their business for the

benefit of all stakeholders through either a sale, recapitalization or refinancing of
the Debtors' business. To achieve this goal, the Debtors' seek the approval of the
proposed SISP which would allow the Debtors to explore all restructuring
alternatives.



10,

11.

12,

13.

The purpose of the SISP is to identify one or more purchasers of the Debtors'
assets, or investors in the Debtors' businesses, with a projected completion date
of a transaction by the end of September 2016.

The terms of the SISP are set out in Appendix “B". The more significant
milestones in the SISP are:

Activity Timeline
Solicitation of potential purchasers/investors by June 24,2016

Due diligence completed by July 22, 2016
Deadline for submission of binding offers August 2, 2016
Identification of successful offer August 5, 2016

Hold meeting of creditors to vote on Proposal by August 31, 2016

Obtain Court approval of Proposal by September 16, 2016
Closing of transaction(s) by September 30, 2016

The Proposal Trustee has assisted the Debtors in the development of the
proposed SISP. The Proposal Trustee is of the view that the SISP will provide it
with the ability to reasonably canvass the market, having regard to the current
cifcumstances and limited funding available, in an attempt to find a buyer or an
investor for the Debtors' business.

Under the proposed Court order, in addition to the powers and duties set outin the
BIA, the Debtors are seeking to have the Proposal Trustee carry out the SISP and
to execute any and all documents on behalf and in the name of the Debtors
necessary to complete any transactions under the SISP approved by the Court.
As a result, the Debtors seek an order expanding the Proposal Trustee's powers
as contemplated by the Debtors’ motion.

The reason these additional powers are required is primarily due to the possibility
that Management, or a party related to Management, wish to make an offer, or join



14,

a group, making an offer in the SISP. The concern Is that Management would find
itself in conflict if it was both the seller and participating directly, or indirectly, as a
buyer in the SISP. However, it is contemplated that Management will assist the
Proposal Trustee in carrying out its SISP responsibilities.

The Proposal Trustee consents to the expansion of its powers as contemplated by
the Debtors’ motion.

EXTENSION OF STAY OF PROCEEDINGS

186.

16.

17

The Debtors are seeking an extension of the time for the filing of the proposal to
and including July 18, 2018, for a total of 45 days.

The stay extension is required to provide the Debtors with the necessary time to
commence the SISP. Itis understood that in order to complete the SISP a further
extension to the stay of proceedings will be required beyond July 16, 2016.

The Proposal Trustee is of the view that the Debtors are acting in good faith and
with due diligence in formulating and Implementing a restructuring plan that would
preserve their business and assets for the benefit of their stakeholders. Without
the extension, the Debtors are not in a position to make a viable proposal to their
creditors and will become bankrupt to the detriment of their stakeholders. In
contrast, no creditor will be materially prejudiced if the extension applied for is
granted. If the extension applied for is granted, the Debtors would likely be able to
make a viable proposal to their creditors following the completion of the SISP and
any resulting transaction.

OVERVIEW OF THE DEBTORS' WEEKLY CASH FLOW FORECAST

18.

The Debtors, with the assistance of the Proposal Trustes, have prepared a
consolidated thirteen-week cash flow forecast for the period of May 2, 2016 to
July 29, 2016 ("Cash Flow Forecast"). A copy of the Cash Flow Forecast is
attached hereto as Appendix "C" to this Report. The Cash Flow Forecast has
been prepared by Management of the Debtors for the purpose of this motion,



19.

20,

21.

22,

using probable and hypothetical assumptions set out in notes 1 to 13 attached
to the Cash Flow Forecast. The Cash Flow Forecast reflects receipts and
disbursements to be received or paid over the 13-week forecast period in

Canadian dollars.

The Cash Flow Forecast projects that the Debtors will have sufficient liquidity to
fund their expenses and the Proposal proceeding throughout the proposed
extension of the stay of proceedings.

A critical assumption made in the Cash Flow Forecast is that NFI will not
underwrite any new vehicle leases and consumer loans during the forecast period
which includes purchasing vehicles for purposes of leasing. Without having to
incur underwrlting costs NF! is expected to be able to operate within its available
cash flow throughout the Proposal proceeding and not require interim financing.

The Proposal Trustee's review of the Cash Flow Forecast consisted of Inquirles,
analytical procedures and discussion related to information supplied to the
Proposal Trustee by certain of the Management and employees of the Debtors.
Since hypothetical assumptions need not be supported, the Proposal Trustee's
procedures with respect to them were limited to evaluating whether they were
conslstent with the purpose of the Cash Flow Forecast. The Proposal Trustee
has also reviewed the support provided by Management of the Debtors for the
probable assumptions, and the preparation and presentation of the Cash Flow

Forecast,

Rased on the Proposal Trustee's review, nothing has come to its attention to
cause it to believe that, in all material respects:

i, the hypothetical assumptions are not consistent with the purpose of the
Cash Flow Forecast;

ii. as at the date of this Report, the probable assumptions developed by
Management are not suitably supported and consistent with the plans of



23.

24,

the Debtors or do not provide a reasonable basis for the Cash Flow
Forecast, given the hypothetical assumptions; or

ili. the Cash Flow Forecast does not reflect the probable and hypothetical
Assumptions.

As described in the Disclaimer above, since the Cash Flow Forecast is based
on assumptions regarding future events, actual results will vary from the
information presented, even if the hypothetical assumptions occur, and the
variations may be material. Accordingly, the Proposal Trustee expresses no
assurance as to whether the Cash Flow Forecast will be achieved. In addition,
the Proposal Trustee expresses no opinion or other form of assurance with
respect to the accuracy of financial information presented in the Cash Flow
Forecast.

The Cash Flow Forecast has been prepared solely for the purpose described
above, and readers are cautioned that It may not be appropriate for other
purposes.

INFORMAL MEETING OF NOTEHOLDERS

25,

26,

Following the filings of the NOIs, a number of noteholders contacted the Proposal
Trustee requesting additional information about the Proposal proceedings, Due to
the number of calls received by the Proposal Trustee, the Proposal Trustee in
consultation with the Debtors, decided to hold on May 18, 2016 at the office of the
Proposal Trustee an informal meeting of the noteholders (“Informal Meeting”).

Notices of the Informal Meeting were sent to thirty-four noteholders, representing
approximately $6.1 million of debt, by regular mail on May 11, 2016. The notice of
the Informal Meeting was also sent to noteholders by electronic mail on May 12,
2016 if the Proposal Trustee had the noteholders’ electronic mail addresses.
Twelve noteholders attended the Informal Meeting representing approximately
$3.8 million of debt. The Informal Meeting was chaired by Rahn Dodick of the office
of the Proposal Trustee. In addition, representatives of the Debtors, the Debtors'’



27.

28

291

legal counsel and the Proposal Trustee's legal counsel, were also present at the
Informal Meeting to answer noteholder questions.

At the Informal Meeting, the Proposal Trustee and the Debtors described the sales
process being planned and advised the group present that there will be a motion
heard by the Court on May 27, 2016 which includes seeking the Court's approval
of the sales process, an extension of the stay of proceedings and an administration
charge of $150,000.

The Debtors’ counsel explained that following completion of the sales process, a
proposal will be made to the creditors that Is likely to be comprised of a sale to a
successful bidder. The Debtors' counsel further explained that proceeds from a
sale will then be avallable for distribution to creditors and that the Proposal will
likely pool all the creditors into one class regardless of priority of the claims.
Debtors' counsel then asked whether, on a without prejudice basis, any of the
noteholders present objected to this proposed approach. None of the noteholders
that were present objected to the proposed approach, as described at the Informal
Meeting.

Other topics discussed at the Informal Meeting included the cash flow forecast, the
current run-off of the portfolio, monitoring procedures in place, operating costs
being incurred, forecast professional fees, timing of the sales process and issuance
of the Proposal, among other topics. The meeting lasted approximately 1.5 hours.

COURT ORDERED CHARGE

30.

The Debtors are seeking a charge (the "Administration Charge"), in a maximum
amount of $150,000, in favour of the Debtors' legal counsel, the Proposal
Trustee and Its legal counsel, which shall rank in priority to all other security
interests, trusts, liens, charges and encumbrances, statutary or otherwise in favour
of any person.



31 The Proposal Trustee is of the view that the Administration Charge is necessary
and reasonable in the circumstances In order to carry out the proposed SISP and
complete the administration of the Proposal.

CONCLUSION AND RECOMMENDATION

32. The Proposal Trustee is of the view that the SISP, as described above, will allow
a reasonable canvassing of the market with a view to identifying parties to
purchase or invest in the Debtors’ businesses.

33. The Proposal Trustee further is of the view that the Administration Charge is
reasonable and appropriate in these circumstances.

34. Based on the foregoing, the Proposal Trustee respectfully recommends that the
Court make an order granting the relief being requested by the Debtors pursuant
to the BIA.

All of which is respectfully submitted this 19t day of May, 2016.

DODICK LANDAU INC,

In its capacity as the Proposal Trustee of
Newstart Financial Inc. and Newstart Acceptance
Inc. and not in its personal capacity.

I %( bo/

Rahn Dodick, CA, CPA, CIRP, LIT
President
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Court File No. 31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) FRIDAY, THE 27" DAY OF
)
JUSTICE . pn) W\A\f ) MAY,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. (“NAT”) (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 May 19, 2016 and the Exhibits
thereto (the “Baker Affidavit”), the First Report of Dodick Landau Inc. (the “Proposal
Trustee”) dated May 19, 2016 (the “First Report”) and on being advised that the creditors who
are likely to be affected by the charges created herein were given notice, and on hearing the
submissions of counsel for Newstart, the Proposal Trustee and any other parties who signed the

counsel slip;
Service:

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

returnable today and hereby dispenses with further service thereof.



2, THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of

documents made in accordance with the Protocol (which can be found on the Commercial List

website at: hl_ln:a’/www.nnmriucuu_ljls.cw’s:;_.j_harnct‘ia;:v_:{m;aigg_iuc-(iin:,clionsflc_:1'(}1‘11‘0!&501'\;icc«
commercial/ shall be valid and effective service. Subject to Rule 17.05 this Order shall
constitute an order for substituted service pursuant Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service
of documents in accordance with the Protocol will be effective on transmission. This Court
further orders that a Case Website shall be established in accordance with the Protocol with the

following URL <[www.dodick.ca}>.

3. THIS COURT ORDERS that the E-Service List Keeper and the WebHost (as such
terms are defined in the Protocol) for the purpose of this proceeding shall be the Proposal

Trustee.
Extension of Time to File Proposal:

4, 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 for a period of
45 days, to and including July 16, 2016.

Proposal Trustee’s Fees and Administration Charge:

St THIS COURT ORDERS that the Proposal Trustee, counsel to the Proposal Trustee and
counsel to Newstart shall be paid their reasonable fees and disbursements, in each case at their
standard rates and charges, by Newstatt as part of the costs of these proceedings. Newstart is
hereby authorized and directed to pay the accounts of the Proposal Trustee, counsel for the

Proposal Trustee and counsel for Newstart on a weekly basts.

6, THIS COURT ORDERS that the Proposal Trustee and its legal counsel shall pass their
accounts from time to time, and for this purpose the accounts of the Proposal Trustee and its
Jegal counsel are hereby referred to a judge of the Commercial List of the Ontario Superior Court

ol Justice.



7 THIS COURT ORDERS that the Proposal Trustee, counsel to the Proposal Trustee, and
Newstart’s counsel shall be entitled to the benefit of and are hereby granted a charge (the
“A dministration Charge”) on the Property, in the amount of $150,000.00, as security for their
professional fees and disbursements inourred at the standard rates and charges of the Proposal
Trustee and such counsel, both before and after the making of this Order in respect of these
proceedings. The Administration Charge shall have the priority set out in paragraphs 8 to 11

hereof.
Validity and Priority of Administration Charge:

8, THIS COURT ORDERS that the filing, registration or perfection of the Administration
Chatge shall not be required, and that the Administration Charge shall be valid and enforceable
for all purposes, including as against any right, title or interest filed, registered, recorded or
perfected subsequent to the Administration Charge coming into existence, notwithstanding any

such failure to file, register, record or perfect.

9. THIS COURT ORDERS that the Administration Charge shall constitute a charge on
Newstart’s current and future properties, assets and undertakings of every nature and kind
whatsoever and wheresoever situated including all proceeds thereof (the “Property”) and such
Administration Charge shall rank in priority to all other security interests, trusts, liens, charges
and encumbrances, claims of secured creditors, statutory or otherwise (collectively,
“Encumbrances”) in favour of any individual, firm, corporation, governmental body or agency
(except statutory deemed trusts that, at law, rank in priority to all other charges), or any other

entities (all of the foregoing, collectively being “Persons” and each being a “Person”),

10. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, Newstart shall not grant any Encumbrances over any Property
that rank in prioxity to, or pari passu with, the Administration Charge, unless Newstart also
obtains the prior written consent of the Proposal Trustee and the beneficiaries of the

Administration Charge, or further Order of this Coutt.

11.  THIS COURT ORDERS that the Administration Charge shall not be rendered invalid
or unenforceable and the rights and remedies of the chargees entitled to the benefit of the

Administration Charge (collectively, the “Chargees”) shall not otherwise be limited or impaired
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in any way by (a) the pendency of these proceedings and the declarations of insolvency made
herein; (b) any application(s) for bankruptcy order(s) issued pursuant to the BIA, or any
bankruptey order made pursuant to such applications; (c) the filing or deemed filing of any
assignments for the general benefit of creditors made pursuant to the BIA; (d) the provisions of
any federal or provincial statutes; or (e) any negative covenants, prohibitions or other similar
provisions with respect to borrowings, incurring debt or the creation of Encumbrances, contained
in any existing loan documents, lease, sublease, offer to lease or other agreement (collectively,
an “Agreement”) which binds Newstart, and notwithstanding any provision to the contrary in

any Agreement:

(a) the creation of the Administration Charge shall not create or be deemed to

constitute a breach by Newstart of any Agreement to which it is a party,

(b) none of the Chargees shall have any liability to any Person whatsocver as a result
of any breach of any Agreement caused by or resulting the creation of the

Administration Charge; and

(c) the payments made by Newstart pursuant to this Order and the granting of the
Administration Charge, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable

or voidable transactions under any applicable law.
Enhanced Powers of the Proposal Trustee:

12. THIS COURT ORDERS that, in addition to the powers and duties set out in the BIA
and this Order (or any other Order of this Court in these procecdings), the Proposal Trustee is
hereby fully and exclusively authorized and empowered, but not required, to take any and all
actions and steps, and execute any and all documents and writings, on behalf, and in the name of,
and binding upon Newstart, in order to carry out its duties under this Order or any other Order of
the Court, including to execute all documents relating to the SISP (as defined below) as well as
to execule and deliver any documents on behalf of, and binding upon, Newstart in order to

implement transactions under the SISP approved by the Court.



13. THIS COURT ORDERS that the Proposal Trustee is authorized and empowered, but
not required, to operate on behalf of Newstart any of Newstart’s existing accounts at any
financial institution (“Newstart’s Accounts™), in such manner as the Proposal Trustee, in its sole
discretion, deems necessary or appropriate to assist with the exercise of the Proposal Trustee’s
powers and duties set out herein, including the ability to add or remove persons having signing

authority with respect to any of Newstart’s Accounts.

14, THIS COURT ORDERS that all employees of Newstart shall remain the employees of
Newstart until such time as the Proposal Trustee, on Newstart’s behalf, may terminate the
employment of such employees. Nothing in this Order shall, in and of itself, cause the Proposal
Trustee to be liable for any employee-related liabilities or duties, including, without limitation,

wages, severance pay, termination pay, vacation pay and pension or benefit amounts.

15. THIS COURT ORDERS that the enhancement of the Proposal Trustee’s powers as set
forth herein, the exercise by the Proposal Trustee of any of its powers, the performance by the
Proposal Trustee of any of its duties, or the use or employment by the Proposal Trustee of any
person in connection with its appointment and the performance of its powers and duties shall not
constitute the Proposal Trustee the employer, successor employet or related employer of the
employces of Newstart within the meaning of any provincial, federal or municipal legislation or
common law governing employment, pensions or labour standards or any other statute,
regulation or rule of law or equity for any purpose whatsoever or expose the Proposal Trustee to

liability to any individuals arising from or relating to their previous employment by Newstart,

16. THIS COURT ORDERS that the Proposal Trustee is not, and shall not be or be deemed

to be, a director, officer or employee of Newstart.

17. THIS COURT ORDERS that Newstart shall continue to have the benefit of all of the
protections and priorities as set out in the BIA, or this Order, and any such protections and
priorities shall apply to the Proposal Trustee in fulfilling its duties and exercising any of its

powers under this Order or any other Order of this Court.

18. THIS COURT ORDERS that Newstart its management and advisors shall cooperate
fully with the Proposal Trustee and any directions it may provide pursuant to this Order or any

other Order of this Cowt and shall provide the Proposal Trustee with such assistance as the
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Proposal Trustee may request from time to time to enable the Proposal Trustee to carry out its

duties and powers as set out in this Order or any other Order of this Court.

19, THIS COURT ORDERS that nothing in this Order shall constitute or be deemed to
constitute the Proposal Trustee as a receiver, assignee, liquidator, administrator, receiver
manager, agent of the creditors or legal representative of Newstart within the meaning of any
relevant legislation and that any distribution made to creditors of Newstart by the Proposal

Trustee will be deemed to have been made by Newstart itself.

20. THIS COURT ORDERS that the Proposal Trustee shall not take possession of the
Property, and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the business or Property of Newstart, or any part thereof.

21.  THIS COURT ORDERS that nothing herein contained shall require the Proposal
Trustee to occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the “Environmental Legislation™), provided however that nothing herein shall
exempt the Proposal Trustee from any duty to report or malke disclosure imposed by applicable
Environmental Legislation. The Proposal Trustee shall not, as a result of this Order or anything
done in pursuance of the Proposal Trustee's duties and powers under this Order, be deemed to be
in possession of any of the Property within the meaning of any Environmental Legislation,

unless it is actually in possession,

22, THIS COURT ORDERS that the Proposal Trustee shall provide any creditor of
Newstart with information provided by Newstart in response to reasonable requests for
information made in writing by such creditor addressed to the Proposal Trustee. The Proposal

Trustee shall not have any responsibility or liability with respect to the information disseminated



by it pursuant to this paragraph. In the case of information that the Proposal Trustee has been
advised by Newstart is confidential, the Proposal Trustee shall not provide such information to
creditors unless otherwise directed by this Court or on such terms as the Proposal Trustee and

Newstart may agree.

23,  THIS COURT ORDERS that, in addition to the rights and protections afforded the
Proposal Trustee under the BIA or as an officer of this Court, the Proposal Trustee shall incur no
liability or obligation as a result of its appointment or the carrying out of the provisions of this
Order, save and excepl for any gross negligence or wilful misconduct on its part. Nothing in this
Order shall derogate from the protections afforded the Proposal Trustee by the BIA or any

applicable legislation,
Sale and Investment Solicitation Process:

24,  THIS COURT ORDERS that the Sale and Investment Solicitation Process (the
“SISP”), attached as Schedule “A” to this Order, is approved.

25, THIS COURT ORDERS that Newstart and the Proposal Trustee are authorized and
directed to perform their obligations under and take such steps as they consider necessary or

desirable in carrying out the SISP,

26. THIS COURT ORDERS that the Proposal Trustee shall have no personal or corporate

liability in connection with the SISP, including, without limitation:
(a) by advertising the SISP,
(b) by exposing the Property to any and all parties;

(c) by responding to any and all requests or inquiries regarding due diligence

conducted in respect of Newstart or the Property;

(d) through the disclosure of any and all information regarding Newstart or the

Property arising from, incidental to or in connection with the SISP; and

(e) pursuant to any and all offers received by Newstart in accordance with the SISP.



27, THIS COURT ORDERS that, in connection with the SISP and pursuant to
clause7(3)(c) of the Personal Information Protection and Electronic Documents Act (Canada),
Newstart and the Proposal Trustee are authorized and permitted to disclose personal information
of identifiable individuals to prospective investors, financiers, purchasers or offerors and to their
advisors, but only to the extent desirable or required to negotiate and attempt to complete one or
more investment, finance or sale transactions (each, a “Tranmsaction”). Each prospective
investor, financier, purchaser, or offeror to whom such information is disclosed shall maintain
and protect the privacy of such information and shall limit the use of such information to its
evaluation of the Transaction, and if it does not complete a Transaction, shall: (i) teturn all such
information to Newstart or the Proposal Trustee, as applicable; (ii) destroy all such information;
or (iii) in the case of such information that is electronically stored, destroy all such information
to the extent it is reasonably practical to do so. The purchaser of any Property shall be entitled to
continue to use the personal information provided to it, and related to the Property purchased, in
a manner which is in all material respects identical to the prior use of such information by
Newstart, and shall return all other personal information to Newstart or the Proposal Trustee, as

applicable, or ensure that all other personal information is destroyed.
General:

28, 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
offect to this Order and to assist Newstart, 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 Newstart
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 Newstart and the Proposal Trustee and their respective agents in carrying

out the terms of this Order.

29.  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
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to act as a representative in respect of the within proceedings for the purpose of having these

proceedings tecognized in & jurisdiction outside Canada.

30, THIS COURT ORDERS that any interested party (including Newstart and the Proposal
Trustee) may apply to this Cowt 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.




Schedule “A"

Newstart Financial Inc. and Newstart Acceptance Inc. (collectively, “Newstart”)

Sale and Investment Solicitation Process Summary

The purpose of the Sale and Investment Solicitation Process (the “SISP”) is to identify one or
more purchasers of, or investors in, the business and assets of Newstart with a projected
completion date of a transaction or transactions by September 2016.

All capitalized terms used but not otherwise defined herein have the meaning given to them in
the Order granted by the Ontario Superior Court of Justice (the “Court”) on May e, 2016 (the
“May Order”) in respect of the proposal proceedings commenced by Newstart under the
Bankruptcy and Insolvency Act (the “BIA”).

The SISP details are provided below.

Newstart has compiled, and with the assistance of the Proposal Trustee, may continue
to compile, a list of interested parties (“Interested Parties”) and will distribute to them
an interest solicitation letter detailing this opportunity. The Proposal Trustee will
contact all parties identified as well as any additional parties that come to its
attention. A confidentiality agreement (“CA”) will be attached to the interest
solicitation letter;

Newstart, with the assistance of the Proposal Trustee, will prepare a confidential
information memorandum (“CIM”) which will be made available to Interested Parties
that execute the CA. The CIM will provide an overview of Newstart’s business,
property and financial results;

Interested Parties who execute the CA will have an opportunity to perform diligence,
including reviewing information in a virtual data room;

A notice will be published in the national edition of The Globe and Mail newspaper
and, at the discretion of the Proposal Trustee, in trade publications;

The Proposal Trustee, with the assistance of Newstart, will facilitate diligence efforts
by, among other things, responding to questions and coordinating meetings between
Interested Parties and Newstart’s management and such other parties as the Proposal
Trustee may arrange. All meetings with management will be convened in the
presence of a representative of the Proposal Trustee;

Prospective investors shall be required to identify all material terms of their proposed
investment to permit evaluation of such proposal but will not be required to submit
the terms and structure of their proposed investment in a predetermined prescribed
format;

Parties interested in acquiring assets will be able to refer to a template assct purchase
agreement (“APA™) that will be posted in the data room. Interested Parties who wish



Schedule “A”

to acquire assets will be encouraged to submit offers substantially in the form of the
APA, with any changes black-lined against the APA;

« Interested Parties will be entitled to submit offers for Newstarl's business and assets
on an individual basis or en bloc, Subject to the value of the consideration to bé paid,
preference will be given to en bloc offers;

« The deadline for submission of offers (“Offer Deadline”) will be 5:00 pm EST on
August 2, 2016;

+  Offers are to be submitted to the Proposal Trustee with a refundable cash deposit in
the form of a wite transfer (to a bank account specified by the Proposal Trustee) or
such other form of deposit as is acceptable to the Proposal Trustee, in an amount
equal to 10% of the purchase price or investment amount. Offers are {o be supported
by evidence, satisfactory to the Proposal Trustee, of financing sufficient to close a
transaction within the timelines detailed in these procedures. All offers are to be
irrevocable until 10 days after Court approval of the Proposal;

+ The Proposal Trustee will evaluate the offers and may seek clarification and/or a re-
bidding of certain offers;

+ Newstart’s management, along with their respective legal counsel, will be consulted
on a timely basis during the different phases of the SISP, provided that they confirm
to the Proposal Trustee that they are not bidders in the SISP;

»  Any offer submitted must be subject to the approval of the creditors of Newstart and
the Court;

«  Upon completion of definitive documentation, Newstart will male a Proposal to its
creditors in which it will propose a sale of the assets to the successful bidder(s) and
the Proposal Trustee will call a meeting of the creditors of Newstart to vote on
Newstart’s Proposal; and

» Following receipt of creditor approval of Newstart’s Proposal, Newstart will apply to
the Court for an order approving the Proposal including one or more offers
("Transaction”), with the Transaction projected to be completed as soon as possible
following approval of the Proposal by the Court. The Proposal Trustee will provide
its recommendation to the Court with respect to the Proposal and the Transaction.

Other attributes of the SISP:

« The Proposal Trustee shall have the right to extend by up to two-weeks any deadline
in the SISP in order to facilitate the SISP. Further extensions will require Court
approval;



Schedule “A”

» Newstart’s management and employees are required to assist and support the efforts
of the Proposal Trustee as provided for herein;

+ Any transaction will be consistent with insolvency principles, including without
material representations and warranties and shall be on an “as is, where is” basis;

« The Proposal Trustee reserves the right to accept one or more offers, in consultation
with Newstart management, and to take such steps as are necessary to finalize and
complete an APA or investment agreement or to continue negotiations with a selected
number of Interested Parties with a view to finalizing an agreement(s) with one or
more of them;

« The Proposal Trustce shall be under no obligation to accept the highest offer, the best
offer, or any offer, and the selection of any offer(s) shall be at the discretion of the
Proposal Trustee after consultation with Newstart Management;

» The Proposal Trustee shall not be bound by the terms of any transaction(s) until
approval of the Court is obtained;

« The Proposal Trustee may consider transactions involving a restructuring or
investment in Newstart if, in the opinion of the Proposal Trustee, the resulting
transaction is in the best interests of Newstart and maximizes value for the benefit of
its stakeholders; and

« The Proposal Trustee reserves the right to apply to the Court at any time to modify or
terminate the SISP if it considers it appropriate in the circumstances or to apply to the
Court for advice and directions.

SUMMARY TIMELINE OF IMPORTANT DATES

E:.?Coun approval of Sale PIOCG‘SS by o May 31, 204{6

Begin marketing to Interested Parties June 1, 2016

_§egin distributing CIM and access to on-line data room “June 6, 2016

Complete solicitation of potential purchasers/investors by June 24, 2016

Due diligence completed by o N July 22,2016
Offer deadline B o - August2,2016
Identification of successful offer - - o August 5, 2016
Hold meeting of creditors to vote on Proposal by - - -Aagust 31,2016




Schedule “A”

"Obtain Court ébp@ﬁf Propoéaﬁy -

Closing(s) by

September 16,2016

September 30, 2016
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Court File No. 31-2117950

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) FRIDAY, THE 27" DAY OF

JUSTICE () e/ Y % MAY, 2016

IN THE MATTER OF THE PROPOSAL OF
NEWSTART ACCEPTANCE INC,
OF IHE CITY OF PICKERING, IN THE PROVINCE OF ONTARIO

ORDER

THIS MOTION, made by Newstart Financial Inc. (“NFI”) and Newstart Acceptance
Inc. (“NAI”) (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 May 19, 2016 and the Exhibits
thereto (the “Baker Affidavit”), the First Report of Dodick Landau Inc. (the “Proposal
Trustee”) dated May 19, 2016 (the “First Report”) and on being advised that thé creditors who
are likely to be affected by the charges created herein were given notice, and on hearing the
submissions of counsel for Newstart, the Proposal Trustee and any other parties who signed the

counsel slip;
Service:

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

returnable today and hereby dispenses with furthet service thereof.



2 THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at: hitp://www.ontariocourts.ca/sei/practice/practice-directions/toronto/eservice-

commercial/ shall be valid and effective service, Subject to Rule 17.05 this Order shall
constitute an order for substituted service pursuant Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service
of documents in accordance with the Protocol will be effective on transmission. This Court
further orders that a Case Website shall be established in accordance with the Protocol with the

following URL <[www.dodick.ca]>.

gl THIS COURT ORDERS that the E-Service List Keeper and the WebHost (as such
terms are defined in the Protocol) for the purpose of this proceeding shall be the Proposal

Trustee.
Extension of Time to File Proposal:

4, 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 for a period of

45 days, to and including July 16, 2016.
Proposal Trustee’s Fees and Administration Charge:

5. THIS COURT ORDERS that the Proposal Trustee, counsel to the Proposal Trustee and
counsel to Newstart shall be paid their reasonable fees and disbursements, in each case at their
standard rates and charges, by Newstart as part of the costs of these proceedings. Newstart is
hereby authorized and directed to pay the accounts of the Proposal Trustee, counsel for the

Proposal Trustee and counsel for Newstart on a weekly basis.

6. THIS COURT ORDERS that the Proposal Trustee and its legal counsel shall pass their
accounts from time to time, and for this purpose the accounts of the Proposal Trustee and its
legal counsel are hereby referred to a judge of the Commercial List of the Ontario Superior Court

of Justice,



7. THIS COURT ORDERS that the Proposal Trustee, counsel to the Proposal Trustee, and
Newstart’s counsel shall be entitled to the benefit of and are hereby granted a charge (the
“Administration Charge”) on the Property, in the amount of $150,000.00, as security for their
professional fees and disbursements incurred at the standard rates and charges of the Proposal
Trustee and such counsel, both before and after the making of this Order in respect of these
proceedings. The Administration Charge shall have the priority set out in paragraphs 8 to 11

hereof.
Validity and Priority of Administration Charge:

8. THIS COURT ORDERS that the filing, registration or perfection of the Administration
Charge shall not be required, and that the Administration Charge shall be valid and enforceable
for all purposes, including as against any right, title or interest filed, registered, recorded or
perfected subsequent to the Administration Charge coming into existence, notwithstanding any

such failure to file, register, record or perfect.

9. THIS COURT ORDERS that the Administration Charge shall constitute a charge on
Newstart’s current and future properties, assets and undertakings of every nature and kind
whatsoever and wheresoever situated including all proceeds thereof (the “Property”) and such
Administration Charge shall rank in priority to all other security interests, trusts, liens, charges
and encumbrances, claims of secured creditors, statutory or otherwise (collectively,
“Encumbrances”) in favour of any individual, firm, corporation, governmental body or agency
(except statutory deemed trusts that, at law, rank in priority to all other charges), or any other

entities (all of the foregoing, collectively being “Persons” and each being a “Person”).

10. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, Newstart shall not grant any Encumbrances over any Property
that rank in priority to, or pari passu with, the Administration Charge, unless Newstart also
obtains the prior written consent of the Proposal Trustee and the beneficiaries of the

Administration Charge, or further Order of this Court.

11. THIS COURT ORDERS that the Administration Charge shall not be rendered invalid
or unenforceable and the rights and remedies of the chargees entitled to the benefit of the

Administration Charge (collectively, the “Chargees”) shall not otherwise be limited or impaired
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in any way by (a) the pendency of these proceedings and the declarations of insolvency made
herein; (b) any application(s) for bankruptcy order(s) issued pursuant to the BIA, or any
bankruptcy order made pursuant to such applications; (c) the filing or deemed filing of any
assignments for the general benefit of creditors made pursuant to the BIA; (d) the provisions of
any federal or provincial statutes; or (e) any negative covenants, prohibitions or other similar
provisions with respect to borrowings, incurring debt or the creation of Encumbrances, contained
in any existing loan documents, lease, sublease, offer to lease or other agreement (collectively,
an “Agreement”) which binds Newstart, and notwithstanding any provision to the contrary in

any Agreement:

(2) the creation of the Administration Charge shall not create or be deemed to

constitute a breach by Newstart of any Agreement to which 1t is a party,

(b) none of the Chargees shall have any liability to any Person whatsoever as a result
of any breach of any Agreement caused by or resulting the creation of the

Administration Charge; and

(c) the payments made by Newstart pursuant to this Order and the granting of the
Administration Charge, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable

or voidable transactions under any applicable law.
Enhanced Powers of the Proposal Trustee:

12. THIS COURT ORDERS that, in addition to the powers and duties set out in the BIA
and this Order (or any other Order of this Court in these proceedings), the Proposal Trustee is
hereby fully and exclusively authorized and empowered, but not required, to take any and all
actions and stei)s, and execute any and all documents and writings, on behalf, and in the name of,
and binding upon Newstart, in order to carry out its duties under this Order or any other Order of
the Court, including to execute all documents relating to the SISP (as defined below) as well as
to execute and deliver any documents on behalf of, and binding upon, Newstart in order to

implement transactions under the SISP approved by the Court,



13. 'THIS COURT ORDERS that the Proposal Trustee is authorized and empowered, but
not required, to operate on behalf of Newstart any of Newstart’s existing accounts at any
financial institution (“Newstart’s Accounts”), in such manner as the Proposal Trustee, in its sole
discretion, deems necessary or appropriate to assist with the exercise of the Proposal Trustee’s
powers and duties set out herein, including the ability to add or remove persons having signing

authority with respect to any of Newstart’s Accounts.

14. THIS COURT ORDERS that all employees of Newstart shall remain the employees of
Newstart until such time as the Proposal Trustee, on Newstart’s behalf, may terminate the
employment of such employees. Nothing in this Order shall, in and of itself, cause the Proposal
Trustee to be Hable for any employee-related liabilities or duties, including, without limitation,

wages, severance pay, termination pay, vacation pay and pension or benefit amounts:

15. THIS COURT ORDERS that the enhancement of the Proposal Trustee’s powers as set
forth herein, the exercise by the Proposal Trustee of any of its powers, the performance by the
Proposal Trustee of any of its duties, or the use or employment by the Proposal Trustee of any
person in connection with its appointment and the performance of its powers and duties shall not
constitute the Proposal Trustee the employer, successor employer or related employer of the
employees of Newstart within the meaning of any provincial, federal or municipal legislation or
common law goveming employment, pensions or labour standards or any other statute,
regulation or rule of law or equity for any purpose whatsoever or expose the Proposal Trustee to

liability to any individuals arising from or relating to their previous employment by Newstart.

16.  THIS COURT ORDERS that the Proposal Trustee is not, and shall not be or be deemed

to be, a director, officer or employee of Newstart.

17.  THIS COURT ORDERS that Newstart shall continue to have the benefit of all of the
protections and priorities as set out in the BIA, or this Order, and any such protections and
priorities shall apply to the Proposal Trustee in fulfilling its duties and exercising any of its

powers under this Order or any other Order of this Court.

18. THIS COURT ORDERS that Newstart its management and advisors shall cooperate
fully with the Proposal Trustee and any directions it may provide pursuant to this Order or any

other Order of this Court and shall provide the Proposal Trustee with such assistance as the
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Proposal Trustee may request from time to time to enable the Proposal Trustee to carry ouit its

duties and powers as set out in this Order or any other Order of this Court.

19. THIS COURT ORDERS that nothing in this Order shall constitute or be deemed to
constitute the Proposal Trustee as a receiver, assignee, liquidator, administrator, receiver
manager, agent of the creditors or legal representative of Newstart within the meaning of any
relevant legislation and that any distribution made to creditors of Newstart by the Proposal

Trustee will be deemed to have been made by Newstart itself.

20. THIS COURT ORDERS that the Proposal Trustee shall not take possession of the
Property, and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the business or Property of Newstart, or any part thereof.

21. THIS COURT ORDERS that nothing herein corntained shall require the Proposal
‘Trustee to occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the ervironment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the “Environmental Legislation”), provided however that nothing herein shall
exempt the Proposal Trustee from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Proposal Trustee shall not, as a result of this Order or anything
done in pursuance of the Proposal Trustee's duties and powers under this Order, be deemed to be
in possession of any of the Property within the meaning of any Environmental Legislation,

unless it is actually in possession.

22. THIS COURT ORDERS that the Proposal Trustee shall provide any creditor of
Newstart with information provided by Newstart in response to reasonable requests for
information made in writing by such creditor addressed to the Proposal Trustee. The Proposal

Trustee shall not have any responsibility or liability with respect to the information disseminated



by it pursuant to this paragraph. In the case of information that the Proposal Trustee has been
advised by Newstart is confidential, the Proposal Trustee shall not provide such information to
creditors unless otherwise directed by this Court or on such terms as the Proposal Trustee and

Newstart may agree.

23. THIS COURT ORDERS that, in addition to the rights and protections afforded the
Proposal Trustee under the BIA or as an officer of this Court, the Proposal Trustee shall incur no
liability or obligation as a result of its appointment or the carrying out of the provisions of this
Order, save and except for any gross negligence or wilful misconduct on its part. Nothing in this
Order shall derogate from the protections afforded the Proposal Trustee by the BIA or any

applicable legislation,
Sale and Investment Solicitation Process:

24, THIS COURT ORDERS that the Sale and Investment Solicitation Process (the
“SISP”), attached as Schedule “A” to this Order, is approved.

25. THIS COURT ORDERS that Newstart and the Proposal Trustee are authorized and
directed to perform their obligations under and take such steps as they consider necessary or

desirable in carrying out the SISP.

26.  THIS COURT ORDERS that the Proposal Trustee shall have no personal or corporate

liability in connection with the SISP, including, without limitation:
(a) by advertising the SISP;
(b) by exposing the Property to any and all parties;

(c) by responding to any and all requests or inquiries regarding due diligence

conducted in respect of Newstart or the Property;

(d) through the disclosure of any and all information regarding Newstart or the

Property arising from, incidental to or in connection with the SISP; and

(e) pursuant to any and all offers received by Newstart in accordance with the SISP,



27.  THIS COURT ORDERS that, in connection with the SISP and pursuant to
clause7(3)(c) of the Personal Information Protection and Electronic Documents Act (Canada),
Newstart and the Proposal Trustee are authorized and permitted to disclose personal information
of identifiable individuals to prospective investors, financiers, purchasers or offerors and to their
advisors, but only to the extent desirable or required to negotiate and attempt to complete one or
more investment, finance or sale transactions (each, a “Tramsaction”). Each prospective
investor, financier, purchaser, or offeror to whom such information is disclosed shall maintain
and protect the privacy of such information and shall limit the use of such information to its
evaluation of the Transaction, and if it does not complete a Transaction, shall: (i) return all such
information to Newstart or the Proposal Trustee, as applicable; (ii) destroy all such information;
or (iii) in the case of such information that is electronically stored, destroy all such information
to the extent it is reasonably practical to do so. The purchaser of any Property shall be entitled to
continue to use the personal information provided to it, and related to the Property purchased, in
a manner which is in all material respects identical to the prior use of such information by
Newstart, and shall return all other personal information to Newstart or the Proposal Trustee, as

applicable, or ensure that all other personal information is destroyed.
General:

28. 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 Newstart, the Proposal Trustee and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
ate hereby respectfully requested to make such orders and to provide such assistance to Newstart
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 Newstart and the Proposal Trustee and their respective agents in carrying

out the terms of this Order.

29.  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.

30. 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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Schedule “A”

Newstart Financial Inc. and Newstart Acceptance Inc. (collectively, “Nevwstart”)

Sale and Investment Solicitation Process Summary

The purpose of the Sale and Investment Solicitation Process (the “SISP”) is to identify one ot
more purchasers of, or investors in, the business and assets of Newstart with a projected
completion date of a transaction or transactions by September 2016.

All capitalized terms used but not otherwise defined herein have the meaning given to them in
the Order granted by the Ontario Superior Court of Justice (the “Court”) on May e, 2016 (the
“May Order”) in respect of the proposal proceedings commenced by Newstart under the
Bankruptcy and Insolvency Act (the “BIA”).

The SISP details are provided below.

Newstart has compiled, and with the assistance of the Proposal Trustee, may continue
to compile, a list of interested parties (“Interested Parties”) and will distribute to them
an interest solicitation letter detailing this opportunity. The Proposal Trustee will
contact all parties identified as well as any additional parties that come to its
attention. A confidentiality agreement (“CA™) will be attached to the interest
solicitation letter;

Newstart, with the assistance of the Proposal Trustee, will prepare a confidential
information memorandum (“CIM”) which will be made available to Interested Parties
that execute the CA., The CIM will provide an overview of Newstart’s business,
property and financial results;

Interested Parties who execute the CA will have an opportunity to perform diligence,
including reviewing information in a virtual data room;

A notice will be published in the national edition of The Globe and Mail newspaper
and, at the discretion of the Proposal Trustee, in trade publications;

The Proposal Trustee, with the assistance of Newstart, will facilitate diligence efforts
by, among other things, responding to questions and coordinating meetings between
Interested Parties and Newstart’s management and such other parties as the Proposal
Trustee may arrange. All meetings with management will be convened in the
presence of a representative of the Proposal Trustee;,

Prospective investors shall be required to identify all material terms of their proposed
investment to permit evaluation of such proposal but will not be required to submit
the terms and structure of their proposed investment in a predetermined prescribed
format;

Parties interested in acquiring assets will be able to refer to a template asset purchase
agreement (“APA”) that will be posted in the data room. Interested Parties who wish
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to acquire assets will be encouraged to submit offers substantially in the form of the
APA, with any changes black-lined against the APA;

Interested Parties will be entitled to submit offers for Newstart's business and assets
on an individual basis or en bloc. Subject to the value of the consideration to be paid,
preference will be given to en bloc offers;

The deadline for submission of offers (“Offer Deadline™) will be 5:00 pm EST on
Angust 2,2016;

Offers are to be submitted to the Proposal Trustee with a refundable cash deposit in
the form of a wire transfer (to a bank account specified by the Proposal Trustee) or
such other form of deposit as is acceptable to the Proposal Trustee, in an amount
equal to 10% of the purchase price or investment amount. Offers are to be supported
by evidence, satisfactory to the Proposal Trustee, of financing sufficient to close a
transaction within the timelines detailed in these procedures. All offers are to be
irrevocable until 10 days after Court approval of the Proposal,

The Proposal Trustee will evaluate the offers and may seek clarification and/or a re-
bidding of certain offers;

Newstart’s management, along with their respective legal counsel, will be consulted
on a timely basis during the different phases of the SISP, provided that they confirm
to the Proposal Trustee that they are not bidders in the SISP;

Any offer submitted must be subject to the approval of the creditors of Newstart and
the Court;

Upon completion of definitive documentation, Newstart will make a Proposal to its
creditors in which it will propose a sale of the assets to the successful bidder(s) and
the Proposal Trustee will call a meeting of the creditors of Newstart to vote on
Newstart’s Proposal; and

Following receipt of creditor approval of Newstart’s Proposal, Newstart will apply to
the Court for an order approving the Proposal including one or more offers
("Transaction"), with the Transaction projected to be completed as soon as possible
following approval of the Proposal by the Court. The Proposal Trustee will provide
its recommendation to the Court with respect to the Proposal and the Transaction.

Other attributes of the SISP;

The Proposal Trustee shall have the right to extend by up to two-weeks any deadline
in the SISP in order to facilitate the SISP. Further extensions will require Court

approval; "
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Newstart’s management and employees are required to assist and support the efforts
of the Proposal Trustee as provided for herein;

Any transaction will be consistent with insolvency principles, including without
material representations and warranties and shall be on an “as is, where is” basis;

The Proposal Trustee reserves the right to accept one or more offers, in consultation
with Newstart management, and to take such steps as are necessary to finalize and
complete an APA or investment agreement or to continue negotiations with a selected
number of Interested Parties with a view to finalizing an agreement(s) with one or
more of them;

The Proposal Trustee shall be under no obligation to accept the highest offer, the best
offer, or any offer, and the selection of any offer(s) shall be at the discretion of the
Proposal Trustee after consultation with Newstart Management;

The Proposal Trustee shall not be bound by the terms of any transaction(s) until
approval of the Court is obtained;

The Proposal Trustee may consider transactions involving a restructuring or
investment in Newstart if, in the opinion of the Propoesal Trustee, the resulting
transaction is in the best interests of Newstart and maximizes value for the benefit of
its stakeholders; and

The Proposal Trustee reserves the right to apply to the Court at any time to modify or
terminate the SISP if it considers it appropriate in the circumstances or to apply to the
Court for advice and directions.

SUMMARY TIMELINE OF IMPORTANT DATES

Court approval of Sale Pross b e —— | May 31 2016
Begin marketing to Interested Parties . June 1, 2016
Begin distributing CIM and access to on-line data room June 6, 2016
Complete solicitation of potential purchasers/investors by June 24, 2016
Due diligence completed by July 22,2016
Offer deadline August 2, 2016
Identification of successful offer | August 5, 2016
Hold meeting of creditors to vote on Proposal by August 31, 2016
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Obtain Court approval of Proposal by September 16,2016

Closing(s) by ' . September 30, 2016
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Court File No. 31-2117950
31-21179586
Estate No. 31-2117950
31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

SECOND REPORT TO COURT OF PROPOSAL TRUSTEE

DATED JULY 11,2016

INTRODUCTION

T On May 2, 2016 (the "Filing Pate"), Newstart Financial Inc. (“NFI") and
Newstart Acceptance Inc. (“NAI", and together with NFI, the “Debtors”) filed
with the Official Receiver Notices of Intention to Make a Proposal (‘NOI") to its
creditors and named Dodick Landau Inc. (“DLI") as Proposal Trustee (the
“Proposal Trustee”). Attached as Appendix “A” are the Certificates of Filing
of the NOI for the Debtors.

2. A detailed overview of the Debtors business operations, corporate structure and
financial difficulties which led to the filing of the NOI is set out in the Affidavit of
David Baker sworn May 19, 2016 ("Baker May 19/16 Affidavit"). A copy of the
Baker May 19/16 Affidavit without exhibits is attached as Appendix “B”.

3. On May 27, 2016, this Court granted an order (the "May 27 Order") which

among other things:

approved an extension of time to file a proposal up to and including July
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16, 2016;

ii. granted a charge in favour of the Proposal Trustee, counsel to the
Proposal Trustee and the Debtors' counsel, the ("Adminstration
Charge") on the property of the Company in the amount of $150,000, as
security for their professional fees and disbursements in respect of
these proceedings incurred at the standard rates and charges of the

Proposal Trustee and such counsel;

ii.  enhanced the powers of the Proposal Trustee. In addition to the powers
and duties set out in the BIA, the Proposal Trustee was authorized to carry
out the sale and investment solicitation process (“SISP") and to execute
any and all documents on behalf and in the name of the Debtors necessary

to complete any transactions under the SISP approved by the Court; and

iv.  approved the SISP attached hereto as Appendix “C”.

In connection with the Debtors' last appearance before the Court, the Proposal
Trustee prepared and filed with the Court its first report dated May 19, 2016
(the “First Report"). Enclosed herein as Appendix “D” and Appendix “E” are
copies of the First Report (without appendices) and the May 27 Order,

respectively.

This second report (the "“Report”) of the Proposal Trustee is made in
connection with the motion of the Debtors returnable July 14, 2016 ("July
14/16 Motion") to:

i, extend the time for filing a proposal, and further extend the stay of
proceedings granted in the May 27 Order, for a period of 45-days to, and
including, August 30, 2016; and
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ii. report on the status of the SISP.

6. Served and filed with the Court in support of the Debtors’ motion for the relief set
out herein is an affidavit sworn by David Baker on July 11, 2016 (*July 11/16
Baker Affidavit"). A copy of the July 11/16 Baker Affidavit without exhibits is
attached hereto as Appendix “F”.

7. All capitalized terms used in this Report but not otherwise defined shall have the

meaning ascribed to such terms in the July 11/16 Baker Affidavit,
DISCLAIMER

8. In preparing this Report, the Proposal Trustee has relied upon certain unaudited,
draft and/or internal financial information, the Debtors books and records,
discussions with the management of the Debtors (“Management”) and
information from other third-party sources (collectively, the “Information”).

Except as described in this Report:

i. 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 pursuant to the Canadian Institute of Chartered Accountants
Handbook and, accordingly, the Proposal Trustee expresses no opinion or

other form of assurance in respect of the Information;

ii some of the information referred to in this Report consists of forecasts and
projections.  An examination or review of the financial forecast and
projections, as outlined in the Canadian Institute of Chartered Accountants

handbook, has not been performed; and

iii.  the Proposal Trustee has prepared this Report in its capacity as a Court
appointed officer and has made a copy of this Report available on the

Proposal Trustee's website at www.dodick.ca for purposes of the
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Company’'s motion returnable July14, 2016. Parties using this Report, other
than for the purpose of the motion, are cautioned that it may not be

appropriate for their purposes.

9. Future oriented financial information referred to in this Report was prepared
based on Management’s estimates and assumptions. Readers are cautioned
that since projections are based upon assumptions about future events and
conditions that are not ascertainable, the actual results will vary from the
projections, even if the assumptions materialize, and the variations could be

significant.

10, Unless otherwise stated, all monetary amounts contained herein are in Canadian

dollars.
THE SISP

11.  As described in the First Report, the goal of Debtors’ proposal proceeding is to
preserve its business for the benefit of all stakeholders through a recapitalization,
refinancing or a sale of the Debtors’ business. To achieve this goal, the Debtors
sought and obtained the approval of the SISP which would allow the Debtors to

explore all restructuring alternatives.

12.  The terms of the SISP were set out in the First Report and attached hereto as

Appendix “C”. The more significant milestones in the SISP are:

Sale Pro ocess Procedures Thg 1t o s et o SO EC
_Completc solicitation of potential purchasers/investors t by ) June 24,2016 B
Duc diligence completedby ~— July22,2016

Offer deadline _ _ _ August 2, 2016
[dentification of successful offer - - - Aupgust5,2016

Hold meeting of creditors to v__ol_c o_n August 31, 2016
Obtain Court approval of Proposal by . September 16,2016
Closing(s) by _ ~ Seplember 3(\, 2016
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13.

To date, the Proposal Trustee, with the assistance of Management, has carried

out various SISP activities which included:
identifying prospective strategic and financial purchasers/investors;

ii. preparing and distributing a “teaser” document (the “Teaser’) to 55

recipients. Enclosed herein as Appendix “G” is a copy of the Teaser,
ii. creating a Confidential Information Memorandum,;

iv.  establishing a virtual data room and placing 22 documents on the site for
review by interested parties who have executed a confidentiality

agreement;

v. placing calls to certain prospective purchasers/investors who have been

identified as strong acguisition or investment candidates; and

vi.  answering due diligence questions from interested parties.

OVERVIEW OF THE DEBTORS’ WEEKLY CASH FLOW FORECAST

14.

15.

The Debtors, with the assistance of the Proposal Trustee, have prepared a cash
flow forecast for the period of July 2, 20186 to September 2, 2016 ("Cash Flow
Forecast”). A copy of the Cash Flow Forecast is attached hereto as Appendix
"H" to this Report. The Cash Flow Forecast has been prepared by
Management of the Debtors for the purpose of this motion, using probable and
hypothetical assumptions set out in notes 1 to 13 attached to the Cash Flow
Forecast. The Cash Flow Forecast reflects receipts and dishursements to be

received or paid over the nine week forecast period in Canadian dollars.

The Cash Flow Forecast projects that the Debtors will have sufficient liquidity to
fund their expenses and the Proposal proceeding throughout the proposed

extension of the stay of proceedings to August 30, 2016.
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16.

17.

18.

19.

A critical assumption made in the Cash Flow Forecast is that NFI will not
underwrite any new vehicle leases and consumer loans during the forecast period
which includes purchasing vehicles for purposes of leasing. Without having to
incur underwriting costs NF| is expected to be able to operate within its available

cash flow throughout the Proposal proceeding and not require interim financing.

The Cash Flow Variance includes a positive net cash flow variance of $84,000 for
the period of May 2, 2016 to July 1, 2016. This positive net cash flow variance is

primarily a result of:

permanent differences of approximately $52,000 of receipts composed of
twelve early buy-outs of leases, and two insurance claim payouts, not

forecast in the Cash Flow Statement;
ii. approximately $9,000 of lower HST remittances due to timing; and
iii. approximately $16,000 of lower professional fees due to timing.

The Proposal Trustee's review of the Cash Flow Forecast consisted of
inquiries, analytical procedures and discussion related to information supplied
to the Proposal Trustee by certain of the Management and employees of the
Debtors. Since hypothetical assumptions need not be supported, the Proposal
Trustee's procedures with respect to them were limited to evaluating whether
they were consistent with the purpose of the Cash Flow Forecast. The Proposal
Trustee has also reviewed the support provided by Management of the Debtors
for the probable assumptions, and the preparation and presentation of the

Cash Flow Forecast.

Based on the Proposal Trustee's review, nothing has come to its attention to

cause it to believe that, in allmaterial respects:

i.  the hypothetical assumptions are not consistent with the purpose of the

GCash Flow Forecast;
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20.

21;

i, as at the date of this Report, the probable assumptions developed by
Management are not suitably supported and consistent with the plans of
the Debtors or do not provide a reasonable basis for the Cash Flow

Forecast, given the hypothetical assumptions; or

ii. the Cash Flow Forecast does not reflect the probable and hypothetical

Assumptions.

As described in the Disclaimer above, since the Cash Flow Forecast is based
oh assumptions regarding future events, actual results will vary from the
information presented, even if the hypothetical assumptions occur, and the
variations may be material. Accordingly, the Proposal Trustee expresses no
assurance as to whether the Cash Flow Forecast will be achieved. In addition,
the Proposal Trustee expresses no opinion or other form of assurance with
respect to the accuracy of financial information presented in the Cash Flow
Forecast.

The Cash Flow Forecast has been prepared solely for the purpose described
above, and readers are cautioned that it may not be appropriate for other

purposes.

EXTENSION OF THE TIME TO FILE A PROPOSAL

22.

23.

24.

The Debtors are seeking an extension of the time to file a proposal to and
including August 30, 2016 for a total of 45 days.

The stay extension is required to provide the Debtors with the necessary time to

implement the SISP and successfully complete their reorganization.

The Proposal Trustee is of the view that the Debtors are acting in good faith and
with due diligence in formulating and implementing a restructuring plan that would
preserve its business for the benefit of its stakeholders. If the extension applied

for is granted, the Debtors would likely be able to make a viable proposal to its
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creditors following the completion of the SISP and any resulting transaction.
Without the extension, the Debtors are not in a position to make a viable proposal
to their creditors and will become bankrupt to the detriment of their stakeholders.
In contrast, no creditor will be materially prejudiced if the extension applied for is

granted.
CONCLUSION AND RECOMMENDATION

25. The Proposal Trustee is of the view that the SISP, as described above, will
allow a reasonable canvassing of the market with a view to identifying parties to

purchase or invest in the Debtors' businesses.

26. Based on the foregoing, the Proposal Trustee respectfully recommends that the
Court make an order granting the relief being requested by the Debtors pursuant
to the BIA.

All of which is respectfully submitted this 11 day of July, 2018.

DODICK LANDAU INC.

In its capacity as the Proposal Trustee of
Newstart Financial Inc. and Newstart Acceptance
Inc. and not in its personal capacity.

. a ) .‘) .
Per: _ e >j P
/5/(; : f.{_--- ------ =
Rahn Dodick, CA, CPA, CIRP, LIT
President
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Court File No. 31-2117956

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE W.¥ . ) THURSDAY, THE 14" DAY OF W ng
)
JUSTICE M‘f“*‘-*\ ) JULY, 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 (the “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 July 11, 2016 and the Exhibits
thereto (the “Baker Affidavit”), the Second Report of Dodick Landau Inc., (the “Proposal
Trustee™) dated July 11, 2016 (the “Second Report”) and on hearing submissions of counsel for
the Debtor, 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 Second Report is hereby abridged so that this Motion is properly

returnable today and hereby dispenses with further service thercof,



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
August 30, 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 the Debtor 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.

5l 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.

ENTERED AT/ INSCRIT A TOR
ON/BOOK NO: ONTO

LE / DANS LE REGISTRE NO:
JUL 14 2016

.
PER / PAR: ( \
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Court File No. 31-2117950

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE Py . ) THURSDAY, THE 14" DAY OF
\ ) -
JUSTICE Y a. cun_, ) JULY,2016 W

)

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

ORDER

THIS MOTION, made by (the “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,

Toromnto, Ontarjo.

ON READING the Affidavit of David Baker sworn July 11, 2016 and the Exhibits
thereto (the “Baker Affidavit”), the Second Report of Dodick Landau Inc., (the “Proposal
Trustee™) dated July 11, 2016 (the “Second Report”) and on hearing submissions of counsel for
the Debtor, the Proposal Trustee, no one appearing for any of the other parties on the Service

List, although duly served,
Service:

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

returnable today and hereby dispenses with further service thereof,



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
August 30, 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, iribunals, 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 the Debtor 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., S
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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

AFFIDAVIT OF DAVID BAKER

[, 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.

ITI. Cash Flow Forecast

Sr 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, I 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, xtension 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



o8 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 023 day of August, 2016

DAVID BAKER

ALOmmisSioner for taking oaths, etc.
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DODICK
LANDAU

Newstart Financial Inc. and
Newstart Acceptance Inc.

Consumer Auto Finance
Acquisition and Investment
Opportunity

June 1, 2016



CONSUMER AUTO FINANCE

On May 2, 2016, Dodick Landau Inc. (“"DLI") was appointed Proposal Trustee of Newstart
Financial Inc. (“NFI") and Newstart Acceptance Inc. ("NAI", and together with NF,
“Newstart"). NFI leases automobiles to consumers with subprime credit. NFI also has a
small portfolio of unsecured consumer micro-loans. NAI purchases distressed accounts
from NFI and also owns two small portfolios of consumer loans that it purchased from third
parties. Newstart's office is located in Pickering, Ontario, Canada.

The Proposal Trustee is soliciting offers from one or more purchasers of, or investors in,
the business and assets of Newstart from qualified parties with a projected closing date of
September 30, 2016. Offers will be accepted for consideration until 5:00 p.m. E.S.T. on
August 2, 2016. Offers acceptable to the Proposal Trustee will be subject to the approval
of the Ontario Superior Court of Justice.

Description of Business

From its inception in 2007, Newstart's primary business has been leasing automobiles to
consumers with subprime credit. The leases were originated through a network of used
car dealers, located primarily in Ontario, as well as some in Nova Scotia. At the time each
lease is underwritten, the customer must be approved in accordance with Newstart's credit
criteria. Customers are all local to the originating dealerships, but there are a small number
of customers who have since relocated to other Provinces. Newstart conducts all its
business from its office in Pickering, Ontario, which is in close proximity to several used car
dealers and subprime customers in Scarborough, Pickering and Ajax.

Newstart is a Certified B Corporation and conduds its business in accordance with its
stated mission: to be a socially responsible lender helping the segment of the market with
low income, those with challenged credit, those that have dedared bankruptcy or filed a
consumer proposal. Newstart's target customer requires a vehicle to get to and from work.
Newstart adheres to underwriting guidelines that it developed from years of experience. In
addition to the traditional credit criteria around payment history, derogatory items and
utilization. NFI's credit guidelines also include a telephone or in-person interview with each
credit applicant and a maximum payment to disposable income ratio. Newstart reports
account activity monthly to Equifax.

A number of factors have led to Newstart's insolvency, including but not limited to: the
inability of Newstart to attract capital at a lower cost, lack of sufficient capital to grow the
lease/loan portfolio to a large enough size to cover the basic operating costs of the
business, and several debt holders requesting the return of their invested capital at a point
when it would not have been possible for management to replace the retiring debt with new
debt.



Highlights

NFI's current portfolio consists of:

All amounts are in $000's, except for Contract Count.

Type Contract | Orig. Payments | Current | Remaining | Residual*™
Count Amt Rec'd Net Payments

) | Financed | | Balance | — ]

Lease 484 3324 | 2,821 2,333 2,962 278

Loan 109 | 333 157 406 | 452 0

Collections* 104 654 532 663 788 )

Total 697 | 4,311 3,510 3,402 4,202 300

* Collection status accounts are those in payment default that have not been deemed
uncollectable.

* Many leases have end of term purchase options. The purchase option amount has
not been factored into the calculation of periodic rent and is not included in any of
the other balances.

. During the period from August 2010 — October 2015, NF originated $14 million of
leases and loans at an average amount financed of $5,716. Average contract yield
was 30.1% and average term was 29 months.

. NF typically reserves 15% against future losses for vehicle leases and consumer
loans and 85% for accounts in legal status.

. From its inception, NF! transferred approximately $22 million of net receivables to

NAL.

. Key employees of Newstart continue to be available.
. There exists tax losses which may be available for carry-forward and offset against
profits in future years.

Interested parties who wish to pursue this opportunity should contact one of the following
DLI representatives for additional information on the sales process, detailed information on
the business and descriptions of the assets available:

Rahn Dodick, CPA, CA, CIRP, LIT

President

Telephone:; (416) 645-0552
Facsimile: (416)649-7725
E-mail: rahn.dodick@dodick.ca

Naomi Lieberman, CPA, CA, CIRP, LIT
Senior Manager

Telephone: (416) 525-4212
Facsimile: (416)649-7725
E-mail: naomi.lieberman@dodick.ca

In developing this document, DLI has relied upon unaudited infamation, Newslatl's
records, and discussions with management of Newstart. DLI has not petformed an audit or
other verification of such information. An examination of the financial forecast as outlined
in the Canadian Inditute of Chartered Accountants has not been performed. Future
oriented financil information relied upon in this document is based on assumptions
regarding future events and actual resuits achieved will vary from this information and the
variations may be material.
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Newstart Financial Inc.
Cash Flow Statement - Variance Analysis
Period of May 2, 2016 to July 29, 2016

| o Actual | L iaplansass]
April 30, 2016 to April 30, 2016 to
Week Ending July 29, 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 29,368
Disbursements
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 (11,587)
Net Cash Flow from Operations 282,394 241,438 40,955
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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