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APPLICANTS

FOURTH REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC.
INITSCAPACITY ASMONITOR

INTRODUCTION

1. On April 14, 2014, Regional Senior Justice Morawetz granted an Initial Order
(the“Initial Order”) pursuant to the Companies Creditors Arrangement Act
(Canada), as amended (the “CCAA™) to The Cash Store Financia Services Inc.
(“CSF”), The Cash Store Inc., TCS Cash Store Inc., Instaloans Inc., 7252331
Canadalnc., 5515433 Manitoba Inc. and 1693926 Alberta Ltd. doing business as
“The Title Store” (collectively, the “Applicants’ or “Cash Store”) providing
protections to the Applicants under the CCAA, including a stay of proceedings
until May 14, 2014 (as extended from time to time, the “ Stay”), and appointing
FTI Consulting Canada Inc. (the“Monitor”) as CCAA monitor.

2. On April 15, 2014, the Court granted an Amended and Restated Initial Order (the
“Amended & Restated Initial Order”) which, among other things, approved an
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interim CCAA credit facility (the “Initial DIP”) by Coliseum Capital LP,
Coliseum Capital Partners |1 LP and Blackwell Partners LLC (collectively
“Coliseum”) and appointed Blue Tree Advisors Inc. as Chief Restructuring
Officer of the Applicants (the “CRQO”). The proceedings commenced by the
Applicants under the CCAA are referred to herein asthe*CCAA Proceedings’.

In the Third Report of the Monitor, dated May 9, 2014 (the“Third Report”), the
Monitor reported that the Applicants had received two proposals for additional
DIP financing:

@ aproposa from Coliseum and certain members of the ad hoc committee of
holders of the Applicants’ 11 1/2% senior secured notes (the “Ad Hoc
Committee”, and such members of the Ad Hoc Committee together with
Coliseum, the “Joint DIP Lenders”) for additional financing by way of
amendmentsto the Initial DIP (such proposal, as amended from time to
time, the “Joint DIP”); and

(b) aproposal from DirectCash Payments Inc. (“DCPI™) for additional
financing (such proposal, as amended from time to time, the “DCPI
DIP").

The Monitor also reported in the Third Report that it understood that the amount
remaining under the Initial DIP for outstanding principal and interest had or
would be repaid on May 9, 2014 and that the Applicants were projected to have
sufficient liquidity to continue operations without further financing until at least
May 16, 2014. The Monitor attached to the Third Report a cashflow forecast
demonstrating that additional financing was projected to be required during the
week ended May 23, 2014.

On May 13, 2014, the Applicants obtained an order extending the Stay to May 16,
2014 and scheduled amotion, returnable May 16, 2014 at 2:15 p.m., to seek
approval of additional DIP financing and afurther extension of the Stay, among



other things. The source of the additional DIP financing — either the Joint DIP
Lenders or DCPI — remained to be determined.

On May 15, 2014, DCPI rescinded its DIP proposal and the Applicants, through
the CRO, selected the Joint DIP, subject to Court approval.

The purpose of this Fourth Report of the Monitor isto provide the following

information to this Honourable Court:
) relevant background regarding the proposals for additional DIP
financing and selection of the Joint DIP;

(i) asummary of the key terms of the Joint DIP and the Monitor’s

recommendations regarding the Joint DIP; and

(iii) the Applicants’ request for an extension of the Stay to June 17,
2014.

TERMS OF REFERENCE

8.

In preparing this report, the Monitor has relied upon unaudited financia
information of the Applicants, the Applicants' books and records, certain financial
information prepared by the Applicants and discussions with the Applicants
management and advisers. The Monitor has not audited, reviewed or otherwise
attempted to verify the accuracy or completeness of the information.

Accordingly, the Monitor expresses no opinion or other form of assurance on the
information contained in thisreport or relied on in its preparation. Future oriented
financial information reported or relied on in preparing this report is based on
management’ s assumptions regarding future events; actual results may vary from

forecast and such variations may be material.

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

Canadian Dallars.



DIP FINANCING: BACKGROUND

10.

11.

12.

13.

14.

As set out in the Third Report, prior to the approval of the Initial DIP the
Applicants had received two competing initial DIP proposals from each of

Coliseum and the Ad Hoc Committee.

On April 15, 2014 pursuant to the Amended & Restated Initial Order, the Court
approved the Initial DIP in the amount of $8.5 million, which was expected to be
of avery short-term nature only given the cashflow projections at that time.

In light of the anticipated need for additional DIP financing, the Applicants
through their financial advisor, Rothschild Inc. (“Rothschild”), requested
proposals for additional DIP financing from each of Coliseum and the Ad Hoc
Committee by noon on April 24, 2014. At the sametime, the Applicants, with the
assistance of the CRO and the Monitor, explored with Coliseum and the Ad Hoc
Committee the possibility of ajoint facility in which both parties would

participate in the proposed additional financing.

On April 24, 2014, after a series of discussions, this process resulted in an
agreement in principle between Coliseum and the Ad Hoc Committee to offer

additional interim financing to the Applicants on ajoint basis.

In part due to recelpts not anticipated within the first two weeks of the CCAA
Proceedings, the Applicants anticipated having sufficient cash to fund their
operations through to May 5, 2014 without further financing (rather than requiring
further financing by April 28, 2014). Accordingly, whilethe Initial DIP
technically matured on April 28, 2014, the parties agreed to seek approval of
additional DIP financing on May 5, 2014 and not April 28, 2014 to provide
sufficient time to conclude new DIP financing documentation. Thistime was
later extended again to May 13, 2014 in part due to additional receipts not

anticipated in this timeframe.



15.

16.

17.

18.

The Applicants and the CRO, in consultation with the Monitor, continued to
negotiate terms for the provision of additional financing under the Joint DIP with

counsel to Coliseum and the Ad Hoc Committee during this time.

On May 8, 2014, the Applicants received an unsolicited competing DIP proposa
from DCPI. The Monitor understands that DCPI provides prepaid debit and

credit card services to Cash Store.

The Monitor understands that the amount remaining under the Initial DIP for
outstanding principal and interest was repaid on May 9, 2014.

Given the timing of the DCPI DIP proposal, the Applicants did not seek approval
of additional DIP financing at the May 13, 2014 hearing while it continued to
consider the two proposals and engage in discussions with the Joint DIP Lenders
and DCPI.

Discussionswith DIP Lenders

19.

20.

The Applicants and the CRO, in consultation with the Monitor, had beenin
discussions with the proposed Joint DIP Lenders for some time when the DCPI
DIP was received. Thisincludes that the CRO (or its counsel or Rothschild)
provided specific comments to and had discussions with the Joint DIP Lenders

regarding the terms of the proposed Joint DIP.

Shortly after receipt of the DCPI DIP proposal, the CRO, in consultation with the
Monitor and Rothschild, developed alist of questions for DCPI to assist themin
evauating the DCPI DIP proposal. Between May 9 and May 13, 2014, a series of
communications occurred between DCPI, the CRO and the Monitor (or their
counsel or Rothschild) regarding the terms of the proposed DCPI DIP and the
relationship between DCPI and the Applicants, among other things.

Request for Best and Final Bids

21.

Early in the morning on May 14, 2014, Rothschild delivered to both Houlihan
Lokey (financial adviser to the Joint DIP Lenders) and DCPI an email thanking

each party for its continued interest in supporting Cash Store and, in light of Cash
-6-



22.

Store'simpending need for additional financing and the May 16, 2014 Court date,

asking each party to provideitsfinal and best DIP financing offer by the close of

business that day.

To assist the partiesin preparing afinal offer, Rothschild also delivered a non-

exhaustive list of principles that were developed by the CRO and the Monitor for

use in assessing offersin addition to the factors to be considered by the Court as
set out in section 11.2(4) of the CCAA. Therelevant principles and

considerations included:

@

(b)

(©

(d)

(€)

(f)

(9)

the extent to which the offer is complete and, subject to Court approval, is
capable of closing without delay and with funding readily available
thereafter;

the amount of funds on offer relative to current milestonesin the
restructuring process, and the pricing and other economic conditions

applicable in respect of such funding;

the impact of the proposed financing and its terms on Cash Store’s
stakehol ders;

the extent to which the terms are consistent with and recognize the
authority granted to the CRO under the Initial Order to oversee, in
consultation with the Monitor, the restructuring of Cash Store;

the extent to which the terms are consistent with and do not potentially

impede the existing sales process being run by Rothschild;

the extent to which the proposed financing may facilitate an alternate plan

processif pursued by the Company; and

the extent to which the covenants include sufficiently flexible variance
testing and cash flow monitoring to permit Cash Store to operate during
the restructuring period.



23. Early in the morning of May 15, 2014, DCPI withdrew its offer for DIP financing.

24.  Also early inthe morning of May 15, 2014, the Joint DIP Lenders provided a
revised Joint DIP proposal. The CRO, Monitor and Joint DIP Lenders continued
discussions regarding the terms of the Joint DIP and after some further revisions,
the Joint DIP Lenders presented the Joint DIP in the form attached to the affidavit
of William Aziz dated May 15, 2014 (the “Third Aziz Affidavit”).

JOINT DIP FINANCING

25. The Joint DIP term sheet attached to the Third Aziz Affidavit is summarized in
the table below. Terms capitalized in the table have the meaning ascribed to them
in the Joint DIP term shest.

The Cash Store Financial ServicesInc.
Summary of Joint DIP Facility Terms

Borrower The Cash Store Financial Services Inc.

Total Availability $14.5M with $2.0M extension option consisting of:

(& initial tranche of $8.5M (which has been repaid and may not be
reborrowed); and

(b) additional commitment of $6M with a $2M extension option
(the Joint DIP Lenders “may provide’ requested extension
amounts and no Joint Lender is obligated to participate,
although the rights of a non-exercising Joint Lender may be
exercised by other Joint DIP Lenders as provided in the term
sheet)

Interest Rate 12.5% per annum PIK interest on first $8.5M (which has been
paid out in cash)

17.5% per annum PIK interest on additional commitment

Funding Conditions Receipt of weekly CCAA cash flow updates and projections.

Payment of all reasonable documented expenses of DIP
Lenders incurred up to the date of each DIP Advance.

-8-



Disclosure of employment agreements in excess of $100,000
and all material contracts.

CRO scope and authority shall not be changed.

Receipt of all written expressions of interest relating to a Plan,
Sale, recapitalization or restructuring since January 1, 2012.

Maturity Date Earliest of (a) the date on which a demand is made following
the occurrence of any Event of Default, (b) 180 days from
date of Initial Order, (c) date Approved Transaction is
consummated, (d) date stay of CCAA proceedings expire or
terminate without being extended.

Commitment Fee Initial DIP Lenders retain original commitment fee of 3.5%
earned on initial $8.5M tranche

5% of $6.0M additional commitment payable to the DIP
Lenders pro rata to their respective commitments

If the Extension Option is exercised, 5% to DIP Lenders pro
rata based upon their respective share of the Extension
Amount.

Exit Fee 15% of thefirst $40M of Excess, payable to Senior Secured
Noteholders who are also DIP Lendersin respect of the
principal amount of indebtedness owed under the Senior
Secured Notes as distributed pursuant to the Plan or Sale
Transaction.

No Exit Fee payable if Senior Secured Notes are repaid in
full.

Voluntary Prepayments | No penalty for pre-payment of principal amount of DIP
together with accrued interest.

Mandatory Prepayments | Net cash from sale of property over $25K or extraordinary
receipts of cash outside the normal course of business.

Immediate payment equivalent to 100% of Tax Refunds.




Extension Option Additional $2.0M is availableif the Extension Option is
exercised.

Security & Priority First priority charge over al assets subject only to:
- Priority Payables

- First $1.25M of Director’s Charge

- TPL Charge (ranking pari passu)

- KERP Charge (ranking pari passu)

- PMSIs

- English Registrations, only in respect to assets of
English Entities

Variance Test (Events of | Adverse variance of actual cash flows from the CCAA Cash
Default) Flow by an amount exceeding:

e Operating Cash Flow: the greater of 15% or $1.5M
during the first two weeks following May 16, 2014,
2014 (the week ending May 23, 2014 and the week
ending May 30, 2014), and the greater of 15% or
$1.0M thereafter; and

e Non-Operating Cash Flow: the greater of 15% or
$500k, measured on a cumulative basis from (not
including) May 16, 2014.

26.  Asnoted above, the Joint DIP provides $6 million of new additional funding with
a$2 million extension option.

27.  According to the cashflow forecast attached hereto as Schedule “1" (the
“Cashflow Forecast”), the Applicants are anticipated to require additional
financing during the week ended May 23, 2014. The Monitor understands that
the first drawdown under the Joint DIP, if approved, will be scheduled to take
place in this timeframe (i.e. next week).
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28.

29.

30.

31

32.

As noted in the Third Report, Rothschild commenced a mergers and acquisitions
process to seek a sae of significant investment in Cash Store (the “M&A
Process’) prior to the start of the CCAA Proceedings. The M&A Process has
continued during the CCAA Proceedings and Rothschild recently provided the
following timeline to interested parties (subject to ongoing supervision of the
Court and Court orders in these CCAA Proceedings):

e May 23, 2014 — parties to submit letters of interest (including
transaction structure and price)

May 29, 2014 - selection of parties advancing to Phase 2

May 30-July 11, 2014 — Phase 11 due diligence

June 2-13, 2014 — Management presentations

July 11, 2014 — Binding proposals (for entire company or select
assets) due.

Prior to exercising the extension option, the Joint DIP is projected to provide
sufficient funding to the Applicants through to the week ended June 6, 2014 —
which is after the date upon which parties submit letters of interest and the date
for selecting parties to advance to Phase 2 of the M& A Process. Provided that the
$2 million extension option in the Joint DIP is exercised, the Joint DIP is
projected to provide sufficient funding to the Applicants through to the end of the
week ended August 8, 2014. Therefore, it is anticipated that the Joint DIP
(including the extension option funds) will provide sufficient liquidity to assist the

Applicants in completing the above-referenced elements of the M& A Process.

Without additional financing now, the Applicants will likely be forced to cease
operations without completing the M&A Process, with the resulting impact on its

employees, creditors, customers and other stakeholders.

The Monitor observes that the costs of the Joint DIP are not insignificant.
However, the Joint DIP costs and quantum appear to reflect the circumstances of

this financing.

The Joint DIP Lenders collectively have a prominent role in the current capital

structure of the Applicants. The Monitor expects that having the Joint DIP
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33.

35.

provided by parties who are familiar with the Business should result in
efficiencies in communications and reporting during the CCAA Proceedings and
appears to reflect a level of confidence of those parties in the CRO and the
restructuring process.

The Monitor notes that there are a number of terms and conditions of the Joint
DIP that provide the DIP Lenders with discretion and control over the financing
of the Applicants in these CCAA Proceedings. In light of the position of the DIP
Lenders in the Applicants capital structure, it is expected that the Joint DIP will
be administered in a manner that furthers the goals of this proceeding.

The existing DIP Priority Charge will apply, with necessary modifications, to
secure the Joint DIP. As noted above, the DIP Priority Charge is proposed to rank
behind certain items including amounts that are subject to a super priority clam
under the Bankruptcy and Insolvency Act (Canada) and PMSIs. In addition, the
Monitor has been advised by counsel to the CRO that the May 9, 2014 Motion
Record — in which they noted that “Cash Store intends to seek approval of
additional DIP financing in the near term” — was served on the service list and
parties with security registrations against the Applicants (the “PPSA
Registrants’). The Monitor also served its Third Report on the Service List and
PPSA Registrants and, on May 13, 2014, the Monitor delivered a note to those
parties (by email to the Service List and by overnight courier to the PPSA
Registrants for whom the Monitor did not have email addresses) stating that “a
hearing has been scheduled for May 16, 2014 at 2:15 p.m.” and advising that,
among other things, the Monitor understood approval of additional DIP Financing
(and arelated DIP Charge) would be addressed at that hearing.

For the foregoing reasons, the Monitor recommends that the Joint DIP and related

DIP Priority Charge be approved as requested.
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STAY EXTENSION

36. For the reasons set out in the Third Report, the Monitor supports the Applicants
request for an extension of the Stay to June 17, 2014 if the Joint DIP is approved.

37.  Asdiscussed in the Third Report and above, subject to approval of the Joint DIP
(and exercise of the extension option provided therein), the Cashflow Forecast
reflects that the Applicants are projected to have sufficient liquidity to continue
operations during the proposed extension of the Stay period to June 17, 2014 and
the Applicants, under the supervision and direction of the CRO, appear to be

working with due diligence and in good faith.
The Monitor respectfully submits to the Court this Fourth Report.

Dated this 15th day of May, 2014.

FTI Consulting Canada Inc.

The Monitor of

The Cash Store Financial Services Inc.
and Related Applicants

Greg Watson
Senior Managing Director
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Schedule“ 1" — Cashflow Forecast
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