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Court File No. CV-14-10518-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF THE CASH STORE FINANCIAL SERVICES
INC., THE CASH STORE INC.,, TCS CASH STORE INC,
INSTALOANS INC., 7252331 CANADA INC., 5515433

MANITOBA INC., 1693926 ALBERTA LTD. DOING BUSINESS
AS “THE TITLE STORE”"

APPLICANTS

NOTICE OF CROSS-MOTION
(Returnable June 11, 2014)

The lenders under the Applicants’ Amended and Restated Debtor-in-Possession Term
Sheet, dated as of May 16, 2014, (collectively, the “DIP Lenders") will make a cross-motion to a
judge presiding over the Commercial List on Wednesday, June 11, 2014 at 10 a.m. or as soon
after that time as the motion can be heard, at 330 University Avenue, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:

1. An Order :

(a) declaring that:

() the Applicants are the beneficial owners of funds described as “Trimor
Funds”, “McCann Funds”, “Trimor Receipts” and "McCann Receipts”
(collectively, the “Disputed Post-Filing Receipts”) in the Fresh As

Amended Notice Of Motion Of Trimor Annuity Focus Limited Partnership



(i)

(i)

#5 (“Trimor”), dated May 14, 2014, and the Fresh As Amended Notice Of
Motion Of 0678786 B.C. Lid. (“McCann”), dated May 15, 2014,

respectively (collectively, the “TPL Notices of Motion”);

the following transactions constitute preferences under applicable

legislation:

(1) the designation by the Applicants of any advances or loans,
including brokered loans, as advances or loans in the names of

Trimor or McCann, and

(2) any assignment, whether as capital protection or otherwise, by the
Applicants to Trimor or McCann, or in their names, of non-

brokered loans made in the name of the Applicants
(collectively, the “Reviewable Transactions");

the Reviewable Transactions shall be reversed such that the Applicants
are the beneficial owners of assets described as “Trimor Loans”, “Trimor
Accounts Receivable’, "McCann Loans”, and *“McCann Accounis

Receivable” in the TPL Notices of Motion;

neither Trimor nor McCann shall take any steps to collect any advances
or loans made to the Applicants' customers, irrespective of whether such
loans or advances have been designated in the name of Trimor or
McCann or otherwise assigned to Trimor or McCann by the Applicants,
and any recoveries or collections on such advances or loans by Trimor or

McCann shall be deemed to be held in trust for the Applicants;
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(b)

(V) in the alternative to (ii) through (iv) above, declaring that no steps be
taken by Trimor or McCann to assert an interest in, collect or otherwise
recover any of the advances or loans made to the Applicants’ customers,
whether in the names of Trimor or McCann or otherwise, unless the
Monitor determines that the Reviewable Transactions will not be

challenged by the Monitor; and

that grants such other relief as counsel for the DIP Lenders may request and this

Court deems fit.

THE GROUNDS FOR THE MOTION ARE:

Background

(a)

(b)

()

(d)

()

The Applicants have stated that they carried on business both as a broker and

direct lender of short-term advances to their customers;

Trimor and McCann provided funds to the Applicants to support the Applicants'’

brokered loan business;

Those funds were commingled with the Applicants’ monies in the Applicants’

operating accounts;

Accounting entries were made to label certain of the Applicants’ cash as
“restricted cash” attributable to the funds provided by Trimor or McCann and the

proceeds of brokered loans,

The concept of “restricted cash” was solely an accounting concept and did not

imply that any individual dollar in the Applicants’ account could be traced and
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(f)

(9

identified as either a contribution by Trimor or McCann or proceeds of a brokered

loan;

While the written contractual arrangements between Trimor or McCann and the
Applicants provide for the possibility of physical segregation of funds provided by
Trimor or McCann to the Applicants as well as the proceeds of any brokered

loans in separate bank accounts, no such arrangements were ever put in place;

The loan documentation entered into by customers in connection with a brokered
loan would identify a third party lender, such as Trimor or McCann, as the lender
under the brokered loan and the Applicants as brokers, but in substance no
principal-broker relationship now exists between Trimor or McCann and the

Applicants:

(i) the brokered loan business required customers to complete an
application and documentation process similar to that used in the

Applicants’ direct lending business;

(i) upon approval of a customer, the Applicants would forward a cash
advance to the customer from the Applicants’ own general operating bank

accounts;

(iii) when an advance under a brokered loan was repaid by the customer, the
repaid funds were returned to the Applicants’ operating bank accounts
and made available, with the knowledge of Trimor and McCann, for

general lending purposes;



(iv) through this process Trimor and McCann ceased to have any proprietary
claim to any funds in the Applicants' hands and no principal-broker

relationship remained;

A Debtor-Creditor Relationship Exists Between the Applicants and each of Trimor and

McCann

(h) Trimor and McCann have engaged in a debtor-creditor relationship with the

Applicants, as indicated by their conduct:

() the funds provided by Trimor and McCann to the Applicants in support of
the Applicants’ brokered loan business were held in the Applicants’
general operating accounts commingled with the Applicants’ other funds,

and Trimor and McCann were aware of this;

(if) Trimor and McCann received regular periodic “retention payments” from
the Applicants that were in substance interest payments for funds
advanced by Trimor and McCann to the Applicants to support the

brokered loan business;

(iii) additional payments were periodically made by the Applicants to Trimor
and McCann to provide a pre-determined fixed 17.5% financial return on
the funds advanced by Trimor and McCann to the Applicants in support of

the brokered loan business;

The Preferences

(i) By designating brokered loans, which were made with funds from the Applicants’
operating accounts, as loans and advances in the names of Trimor or McCann,

the Applicants have transferred these assets to Trimor and McCann but neither
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(k)

(m)

(n)

Trimor nor McCann have any higher or better claim to these assets than any

other creditor of the Applicants;

Certain loans and advances made by the Applicants to their customers were
assigned to Trimor and McCann to compensate for calculated deficiencies in the
balance of restricted cash recorded on the Applicants’ balance sheet and to

compensate for amounts that were not being recovered on brokered loans;

As Trimor and McCann have no priority claim to the restricted cash, they similarly
have no priority claim to any loans assigned to compensate for apparent

deficiencies in the restricted cash;

As a result of the designation of brokered loans in the names of Trimor and
McCann and the assignment of non-brokered loans to Trimor and McCann, those
parties have received a transfer of assets to which they have no priority claim
and that should be available to satisfy the claims of the general pool of the

Applicants’ creditors in accordance with their priorities;

Trimor and McCann were provided with the benefit of these transactions in

preference to other creditors, who remain unpaid,

These transactions occurred at a time when the Applicants were insolvent or, in

some cases, on the eve of insolvency;

The Disputed Post-Filing Receipts are proceeds of these preferences to which
Trimor and McCann have no priority claim and should be deemed to be
beneficially owned by the Applicants’ as part of the process of remedying these

preferences;
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General

()

(@)

(t)

Sections 11, 11.02 and 36.1 of the CCAA;

Section 2 of the Fraudulent Conveyances Act, RSO. 1990, c F. 29;

Section 4 of the Assignments and Preferences Act, RSO 1990, c A. 33;

Sections 2 and 3 of the Fraudulent Preferences Act, RSA 2000, c. F-24; and

such further and other grounds as counsel for the DIP Lenders may advise and

this Court may permit.

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

(u)

(v)

(w)

)

y)

(2)

(aa)

Affidavit of Steven Carlstrom, sworn April 14, 2011 and the exhibits attached
thereto;

Affidavit of Erin Armstrong, sworn April 13, 2014 and the exhibits attached
thereto;

Affidavit of Murray McCann, sworn April 22, 2014 and the exhibits attached
thereto;

Affidavit of Sharon Fawcett, sworn April 22, 2014 and the exhibits attached

thereto;
Affidavit of Erin Armstrong sworn May 8, 2014;

Affidavit of Donald Maclean, sworn May 15, 2014, and the exhibits attached

thereto; and

such further and other material as counsel for the DIP Lenders may advise and

this Court may permit.
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May 20, 2014

TO THE ATTACHED SERVICE LIST

NORTON ROSE FULBRIGHT CANADA LLP
Royal Bank Plaza, South Tower, Suite 3800
200 Bay Street, P.O. Box 84

Toronto, Ontaric M5J 2Z4 CANADA

Orestes Pasparakis
Tel: 1.416.216.4815
orestes.pasparakis@nortonrosefulbright.com

Alan B. Merskey

Tel: 1.416.216.4805
alan.merskey@nortonrosefulbright.com
Fax:1.416.216.3930

Lawyers for the DIP Lenders.



Party/Counsel

Telephone

| Facsimile

Party' Represented

Osler Hoskin & Harcourt LLP
P. O. Box 50, 1 First Canadian Place
Toronto ON M5X 1B8

Marc Wasserman
Email: mwasserman@osler.com

Jeremy Dacks
Email: jdacks@osler.com

Patrick Riesterer
Email: priesterer@osler.com

Karin Sachar
Email: ksachar@osler.com

4163622111

416.862.4908
416.862.4923
416.862.5947

416.862.5949

416.862.6666

Counsel to the
Chief
Restructuring
Officer (“CRO”)

Rothschild

Neil Augustine
Email: nycprojectoilers@rothschild.com

Bernard Douton
Email: nycprojectoilers@rothschild.com

212.403.3500

212.403.5411

212.403.5254

212.403.3501

Financial Advisors
to the CRO

Cassels Brock & Blackwell LLP

416.869.5300

Counsel to the

2100 Scotia Plaza, 40 King Street West Applicants
Toronto, Ontario MSH 3C2
Wendy Berman 416.860.2926 416.640.3107
Email: wberman(@casselsbrock.com
Ryan C. Jacobs 416.860.6465 416.640.3189
Email: rjacobs@casselsbrock.com
Lara Jackson 416.860.2907 416.640.3108
Email: ljackson@casselsbrock.com
416.649.8077 416.649.8101 Monitor

FTI Consulting Canada Inc.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.O. Box 104
Toronto ON M4K 1G8§

Greg Watson
Email: greg.watson@fticonsulting.com

Jeff Rosenberg

Email: jeffrey.rosenberg@fticonsulting.com
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Party/Counsel Telephone '| Facsimile Party Represented
McCarthy Tétrault 4] 6.362. 1812 416. 868.0673 | Counsel to the

Suite 5300, TD Bank Tower
Box 48, 66 Wellington Street West
Toronto ON M5K 1E6

James Gage
Email: jgage@mccarthy.ca

Heather Meredith
Email; hmeredith@mccarthy.ca

416.601.7539

416.601.8342

Monitor

Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto ON M5H 257

Robert J. Chadwick
Email: rchadwick@goodmans.ca

Brendan O’Neill
Email: boneill@goodmans.ca

416. 979.2211

416.597.4285

416.849.6017

416. 979.1234

Counsel to Ad Hoc
Noteholders

Norton Rose Fulbright Canada LLP
Suite 3800, Royal Bank Plaza, South Tower
200 Bay Street, P.O. Box 84

Toronto, ON MS5SJ 274

Orestes Pasparakis
Email:
orestes.pasparakis@nortonrosefulbright.com

Alan Merskey

Email: Alan.Merskey@nortonrosefulbright.com

Virginie Gauthier
Email:
virginie.gauthier@nortonrosefulbright.com

Alex Schmitt
Email:
alexander.schmitt@nortonrosefulbright.com

416.216.4000

416.216.4815

416.216.4805

416.216.4853

416.216.2419

416.216.3930

Counsel to
Coliseum Capital
Management
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Party/Counsel

Telephone

| ' Facsimile

Party Represented

Bennett Jones LLP (Calga‘ry Office)
4500 Bankers Hall East, 855 2nd Street SW
Calgary, AB T2P 4K7

Grant Stapon
Email: stapong@bennettjones.com

Kenneth Lenz
Email: lenzk@bennettjones.com

Bennett Jones LLP (Toronto Office)
Suite 3400, One First Canadian Place
P.O. Box 130, Toronto, ON M5X 1A4

Robert W. Staley
Email: StaleyR@bennettiones.com

Raj S. Sahni
Email: sahnin@bennettjones.com

Jonathan Bell
Email: belij@bennettjones.com

403.298.3100

403.298.3204

403.298.3317

416.777.4857

416.777.4804

416 777 6511

403.265.7219

416.863.1716

416 863 1716

Lawyers for
0678786 B.C. Ltd.
(formerly the
McCann Family
Holding
Corporation)

McMillan LLP 403.531.4700 416.865.7048 Counsel to Trimor
Brookfield Place, 181 Bay Street, Suite 4400 Annuity Focus LP
Toronto, ON M5J 2T3 #5

Adam C, Maerov

Email: adam.maerov@mcmillan.ca 403.215.2752

Brett Harrison

Email: brett.harrison@mcmillan.ca 416.865.7932

Computershare Trust Company of Canada 416.981.9777 Computershare
and Computershare Trust Company, NA Trust Company,

100 University Avenue, 11th Floor, North Tower
Toronto, ON M5J 2Y1

Patricia Wakelin, Corporate Trust Officer
Email: patricia.wakelin@computershare.com

Shelley Bloomberg, Manager, Corporate Trust
Email: Sheliey.Bloomberg@computershare.com

Mohanie Shivprasad, Associate Trust Officer
Email: mohanie.shivprasad@computershare.com

Tina Vitale, Senior VP, Corporate Trust

416.263.9317

416.263.9322

212.805.7345

514.981.7677

N.A., as Indenture
Trustee, and
Computershare
Trust Company of
Canada, as
Collateral Trustee
and Indenture
Trustee
(*Computershare”)
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Party/Counsel Telephone Facsimile Party Represented -
Email: tina.vitale@computershare.com 646.334.3350 (C)
John Wah}, Corporate Trust Officer 303.262.0707
Email: john.wahl@computershare.com
Dickinson Wright LLP 416-865-1398 | Lawyers for
199 Bay Street, Suite 2200, P.O. Box 447 Compulershare
Commerce Court Postal Station and agents for
Toronto, ON M5L 1G4 Perkins Coie LLP,

US counsel to

Michael A. Weinczok 416.777.4026 Computershare
Email: mweinczok@dickinsonwright.com
David P. Preger 416.646.4606
Email: Dpreger@dickinsonwright.com
Perkins Coie LLP US Counsel to
30 Rockefeller Plaza Computershare
22nd Floor
New York, New York 10112-0085
United States of America
Tina N. Moss 212.262.6910 212.977.1648
Email: TMoss@perkinscoie.com
Ronald T. Sarubbi 212.262.6914 212.977.1644

Email: RSarubbi@perkinscoie.com

Borden Laduer Gervais
Centennial Place, East Tower
1900, 520 — 3rd Ave SW
Calgary, AB, T2P 0R3

403.232.9500

403.266.1395

Counsel to the
Trustee in
Bankruptcy for
Assistive Financial
Corp.

Josef G.A. Kruger 403.232.9563
Email: jkruger@blg.com
Patrick T. McCarthy 403.232.9441
Email: PMcCarthy@blg.com
Duncan Craig LLP 780.428.6036 780.428.9683 Counsel to Mr,
2800 Scotia Place Cameron Schiffner
10060 Jasper Avenue
Edmonton, Alberta T5J 3V9
780.441.4386 780.969.6381

Darren R. Bieganek, Q.C.
Email: dbieganek@dcllp.com
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Party/Counsel Telephone .| Facsimile Party Represented
Harrison Pensa LLP 519. 679.9660 519.667.3362 Counsel to the
450 Talbot Street Plaintiff in the
London, ON N6A 5J6 class action of
Timothy Yeoman
Jonathan Foreman 519.661.6775 v. The Cash Store
Email: jforeman@harrisonpensa.com Financial Services
Inc. et al. (Court
File No.
7908/12CP)
Koskie Minsky LLP Agents for
20 Queen Street West, Suite 900 Harrison Pensa,
P.O. Box 52 counsel to
Toronto, ON M5SH 3R3 Timothy Yeoman
(class plaintiff)
Andrew J, Hatnay (Court File No.
Email: ahatnay@kmlaw.ca 416.595.2083 416.204.2872 7908/12CP)
James Harnum 416.542.6285 416.204.2819
Email: jharnum@kmlaw.ca
Adrian Scotchmer 416.542.6292 416.204.4926
Email: ascotchmer@kmlaw.ca
Siskinds LLP 416.362.8334 416.362.2610 | Lawyers for an Ad

100 Lombard Street, Suite 302
Toronto, ON M5C 1M3 Canada

Charles M. Wright
Email: charles.wright@siskinds.com

Serge Kalloghlian
Email: serge.kalloghlian@siskinds.com

Alex Dimson
Email: alex.dimson@siskinds.com

Hoc Committee of
Purchasers of the
Applicant’s
Securities,
including the
Representative
Plaintiffin the
Ontario Class
Action against the
Applicant
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Party/Counsel | Telephone Facsimile  Party Represented
Lax O’Sullivan Scott Lisus LLP 416.598.1744 416.598.3730 Counsel for
Suite 2750, 145 King Street West DirectCash Bank,
Toronto, ON MS5H 1]8 Canada DirectCash ATM
Processing
Eric R. Hoaken 416.645.5075 Partnership,
Email: ehoaken@counsel-toronto.com DirectCash ATM
Management
JJS Barristers Partnership,
Suite 800, The Lancaster Building DirectCash
304 - 8 Avenue SW Payments Inc.,
Calgary, Alberta T2P 1C2 Canada DirectCash
Robert Hawkes, Q.C. 403.571.1544 | 403.571.1528 ’;ﬁg“g%f;‘gfg;;; “
Email: hawkesr@jssbarristers.ca Canada Limited
Partnership
(“DirectCash”)
who are co-

defendants with
The Cash Store
Financial Services
Inc. and The Cash
Store Inc. (the
“Cash Store”) in
class action (Court
File No.
7908/12CP)

Omini Ventures Ltd.

Bruce Cormie
Email: muskytoe@hotmail.com

L-Gen Management Inc.

Vernon Nelson
Email: vmnelson7@hotmail.com

1396309 Alberta Ltd.

Bruce Hull
Email; bruce.hull@hotmail.com
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Party/Counsel Telephone Facsimile -Party Represented
Hordo Bennett Mounteer LLP 604.639.3681 Counsel for the
1400 — 128 West Pender Plaintiffs in 8 class
Vancouver, B.C. V6B 1IR8 proceedings

commenced

Paul R. Bennett 604.639.3668 against Cash
Email: pb@hbmlaw.com Store:'
Mark W. Mounteer 604.639.3667
Email: mm@hbmlaw.com
William E. Aziz
Email: baziz@bluetreeadvisors.com
Dentons Canada LLP Counsel to
850 - 2nd Street SW 15th Floor, DirectCash (as

Bankers Court
Calgary Alberta T2P OR8

David W. Mann
Email: david.mann@dentons.com

(403) 268-7097

defined above) in
all matters
pertaining to this
restructuring other
than the class
action matter.

Burnet, Duckworth & Palmer LLP
2400, 525 — 8™ Avenue SW
Calgary, Alberta T2P 1G1

Craig O. Alcock
Email; craigalcock@bdplaw.com

(403) 260-0120

{(403) 260-0332

Counsel for
Virtutone
Networks Inc.,
creditor of Cash
Store Financial
Services Inc.

! Bodnar et al. v. The Cash Store Financial Services Inc. et al., Supreme Court of British Columbia, Vancouver Reg.

No. S041348;

Stewart v. The Cash Store Financial Services Inc. et al, Supreme Court of British Columbia, Vancouver Reg, No.

S126361;

Tschritter et al. v. The Cash Store Financial Services Inc. et al, Alberta Court of Queen’s Bench, Calgary Reg. No.

0301-16243;

Efthimiou v. The Cash Store Financial Services Inc, et al, Alberta Court of Queen’s Bench, Calgary Reg. No. 1201-

11816;

Meeking v. The Cash Store Inc. et al, Manitoba Court of Queen’s Bench, Winnipeg Reg. No. CI 10-01-66061;
Rehill v. The Cash Store Financial Services Inc. et al, Manitoba Court of Queen’s Bench, Winnipeg Reg. No, CI 12-

01-80578;

Ironbow v. The Cash Store Financial Services Inc. et al, Saskatchewan Court of Queen’s Bench, Saskatoon Reg. No.

1452 of 2012;

Ironbow v. The Cash Store Financial Services Inc. et al, Saskatchewan Court of Queen’s Bench, Saskatoon Reg. No.

1453 of 2012
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Party/Counsel

Telephone

Facsimile.

Party Represented

Gowling Lafleur Henderson LLP
1 First Canadian Place

100 King Street West, Suite 1600
Toronto, Ontario

M5X 1G5 Canada

Neil Abbott
Email: neil.abbott@gowlings.com

416-862-4376

Counsel to GMR
Marketing,

A Division of
Omnicom Canada
Inc.
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Funds made available, opening

Funds transferred to The Title Store

Funds transferred to LoansAB

e, /:'

Additional funds advanced to CSF

Payday Loan Portfolio

Loans Assigned by CSF at fair value

Lines of Credit

Balance Forward

Interest Collected

Accounts Written Off

Credit for Fraudulent Loans
Cash payments made

Broker Retention Contribution

Funding {Excess) / Deficiency

Prior Month Closing Balance
New Loans

Callections

Accounts Written Off
Purchased by CSF

Current month closing balance

LENDER STATEMENT OF ACCOUNT
Trimor Annuity Focus Limited Partnership #5

*Includes participation fees of $179,753.49 on assigned loans

MONTH YTD
(17,024,000) $  (16,324,000)
250,000 500,000
800,000

(1,750,000)

3,887,134 3,887,134
2,327,128 2,327,128
8,207,793 8,207,793
1,055,058 1,110,749
(364,254) (1,043,875)
111,131 332,742

- (4,947)
229,832 969,528
(39,436} (371,866)
(1,359,615) $ (1,359,615)

April 2013

Payday Loans Assigned Loans Lines of Credit Total
3,799,777 $ 2,523,139 8,916,694 S 15,239,610
2,843,515 - 10,589,588 13,433,102

(2,645,026) (196,011) (9,825,776) (12,666,814)

(111,131) - - (111,131)

- - (1,472,712) (1,472,712)
3,887,134 S 2,327,128 § 8,207,793 S 14,422,055
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CONSOLIDATED LENDER STATEMENT OF ACCOUNT September 2013
FOR CASH STORE, INSTALOANS AND LOANS ALBERTA
Trimor Annuity Focus Limited Partnership #5

MONTH YTD
Funds made available, opening S (26,252,000) $ (20,324,000)
Funds transferred to The Title Store 250,000 1,000,000
Funds transferred to LoansAB - 800,000
Additional funds advanced to CSF - (7,478,000)
Payday Loan Portfolio 2,521,749 2,521,749
Loans Assigned by CSF at fair value - -
Lines of Credit 13,675,775 13,675,775
Balance Forward 2,613,579 1,413,097
Interest Collected (815,943) (3,694,415)
Accounts Written Off 7,740,961 9,894,618
Credit for Fraudulent Loans - (4,947)
Cash payments made 386,169 2,898,598
Bank Fees - 305
Broker Retention Contribution {815,805) (1,398,295)
Funding {Excess) / Deficiency $ (695,515) S (695,515)

*Includes participation fees of $179,753.49 on assigned loans
bles related to ci loans and line of credit advances are written off when they reach 90 days

*Effective on September 30, 2013 all delinquent recei

ts will be credited to your accaunt when received.

Payday Loans Assigned Loans Lines of Credit Total
Prior Month Closing Balance S 7,066,704 S 3,189,914 $ 12,835,747 S 23,092,365
New Loans 3,142,076 - 22,727,205 S 25,869,281
Collections (3,083,853) (58,469) (12,637,131) $ (15,779,453)
Accounts Written Off (4,603,179) (3,131,445) (6,338) $ (7,740,962)
Purchased by CSF - - (9,523,010) $  (9,523,010)
Transfers from other lenders - - 7,617,829 S 7,617,829
Transfers to other lenders - - (7,338,528) $  (7,338,528)
Current month closing balance S 2,521,748 $ - S 13,675,774 $ 16,197,522
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Province

Unregulated Provinces
Alberta

AR Discrepancy in Investigation

Total

Province

Ontario
AR Discrepancy Under Investigation

Total

Province

Manitoba
Ontario
AR Discrepancy Under Investigation

Total

1-30 Days 31-60 Days 61-90 Days
Current Overdue Overdue Overdue 90 Days + Overdue Total
S 1,711,651 S 387,270 $ 254,216 S 205,838 $ - 2,558,975
S - $ - S - $ - S - -
(37,227)
> 1,711,651 5 387,270 5 254,216 5 205838 5 - 2,521,748

1-30 Days 31-60 Days 61-90 Days
Current Overdue Overdue Overdue 90 Days + Overdue Total
$- $- 5 $ $ - .
> - S - > - S - S - -

Allowance on Doubtful Accounts

Total

1-30 Days 31-60 Days 61-90 Days
Current Overdue Overdue Overdue 90 Days + Overdue Total
$ 2,372,977 % 308,181 $ -8 -8 - 2,681,158
S 10,404,307 $ 333110 §$ - S - $ - 10,737,417
257,199
9 12,777,284 5 641,291 5 - > - S - 13,675,774
Page 2 of 2
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Court File No. CV-14-10518-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF THE
CASH STORE FINANCIAL SERVICES INC., THE CASH STORE INC., TCS CASH STORE
INC., INSTALOANS INC., 7252331 CANADA INC., 5515433 MANITOBA INC., 1693926
ALBERTA LTD. DOING BUSINESS AS “THE TITLE STORE”

APPLICANTS

SECOND AFFIDAVIT OF WILLIAM E. AZIZ

(Sworn May 9, 2014)

I, William E. Aziz, of the Town of Oakville, in the Province of Ontario, MAKE

OATH AND SAY:
Introduction

1. This Affidavit is made in support of a motion by The Cash Store Financial
Services, Inc. (“Cash Store Financial”) and its affiliated companies The Cash Store Inc., TCS -
Cash Store Inc., Instaloans Inc., 7252331 Canada Inc., 5515433 Manitoba Inc., and 1693926
Alberta Ltd. doing business as “The Title Store” (collectively “Cash Store” or the “Applicants”)
for an Order (i) extending the stay of proceedings until June 17, 2014; (ii) authorizing the

Applicants to implement a Key Employee Retention Plan (the “KERP”) for certain critical staff



22.

and granting a related charge; (iii) approving the cessation of Cash Store’s brokered loan
business in all jurisdictions in which it is currently carried on, and authorizing the CRO, in
consultation with the Monitor, to take all steps to conduct an orderly cessation of such business;
(iv) authorizing Cash Store to take all reasonable steps to effect the repayment of outstanding
brokered loan receivables; and (v) directing that all amounts received with respect to
outstanding brokered loans be held in a segregated account until further Order of this Court,

after a determination of the rights of interested parties to such amounts.

2. I am the President of BlueTree Advisors Inc. (“BlueTree”), which has been
retained by Cash Store Financial to provide my services as Chief Restructuring Officer

(“CRO”) to Cash Store. I was retained pursuant to an Engagement Letter dated April 14, 2014.

3. BlueTree was appointed as CRO of the Applicants pursuant to paragraph 23 of
the Amended and Restated Initial Order of Justice Morawetz dated April 15, 2014 (the “Initial

Order”).

4. As Cash Store’s CRO, and in accordance with the Initial Order, I have the
authority to direct the operations and management of Cash Store and its restructuring, and Cash
Store’s officers (including its executive management team) report to me. As such, I have
personal knowledge of the matters deposed to herein, except where otherwise stated. I have
spoken with certain of the directors, officers, advisors and/or employees of Cash Store, as
necessary, and where I have relied on information from such discussions, I believe such

information to be true.
DIP Facility

3. As detailed in my affidavit sworn on April 28, 2014 (the “First Aziz Affidavit”),

(@]

(@]
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upon my appointment as CRO, I consulted with FTI Consulting Canada, Inc. (the “Monitor”)
and Rothschild Inc. (“Rothschild™) to become fully apprised of the current state of Cash Store’s
affairs and to plan the immediate steps necessary to stabilize Cash Store’s liquidity position
while it pursues a going concern sale transaction. I promptly engaged with Rothschild and the
Monitor to develop a process to solicit bids for a new Debtor-in-Possession loan facility. A copy

of the First Aziz Affidavit without Exhibits is attached as Exhibit “A”.

6. On April 24, 2014, an agreement in principle was reached with Coliseum Capital
Partners, LP, Coliseum Capital Partners II, LP and Blackwell Partners, LLC (collectively,
“Coliseum™), Alta Fundamental Advisers, LLC, (collectively with Coliseum, the “Initial DIP
Lenders”) and the 4d Hoc Committee of Noteholders (the “Ad Hoc Committee™) to provide
jointly funded and governed debtor-in-possession ﬁnancing (the “Amended DIP Facility”) to
the Applicants. Each of these parties had previously provided DIP financing proposals and are

two of the Applicants’ most significant stakeholders.

7. On April 25, 2014, Cash Store received a tax refund of approximately $2.6
million. On May 2, 2014, Cash Store received a further tax refund of approximately $5.9
million. Pursuant to the mandatory prepayment provisions of the initial Debtor-in-Possession
loan facility (the “Initial DIP Facility”) entered into with the Initial DIP Lenders, the $5.9
million tax refund has been paid to the Initial DIP Lenders as a partial repayment of the Initial
DIP Facility. The $2.6 million tax refund is currently being held in a segregated Cash Store
account, subject to only my signature to withdraw funds. This amount will be transferred to the

Initial DIP Lenders on May 9, 2014.

8. The Initial DIP Facility provided for borrowings of $8.5 million. The cash flow

projections attached to the affidavit of Steven Carlstrom, sworn April 14, 2014 (the “Carlstrom

o

o
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Affidavit”), forecasted that Cash Store would need more liquidity than was available under the
Initial DIP Facility by May 2, 2014. After the agreement in principle between the Initial DIP
Lenders and the Ad Hoc Committee was reached on April 24, 2014 and, in light of the receipt
of tax refunds and cash previously being held back by DC Bank, the Applicants, in consultation
with the Monitor, determined that they could manage their cash to allow the parties to document
the Amended DIP Facility and seek court-approval of same on May 13, 2014. The term sheet

for the Amended DIP Facility continued to be negotiated and documented.

9. In the afternoon of May 8, 2014, the President and CEQ of DirectCash Payments
Inc. (“DCPI”) sent a proposed debtor-in-possession (the “New DIP Facility”) term sheet to me
and the Monitor. As stated in the Carlstrom Affidavit, DCPI is a third party service provider to
Cash Store with respect to prepaid debit and credit cards. I understand that DCPI is related to
DC Bank, which offers bank accounts to Cash Store’s customers and receives and processes the
repayment of loans from certain of Cash Store’s customers. In consultation with my legal and

financial advisors and the Monitor, I am evaluating the New DIP Facility.

10. The Amended DIP Facility and the New DIP Facility both provide liquidity in an
amount that should be sufficient to allow Cash Store to operate during the proposed extended
Stay Period. Cash Store will require further DIP financing in order to run a sale process in an
effort to maximize enterprise value for stakeholders. Based on current cash flow projections,
Cash Store does not require additional DIP financing until at least May 16, 2014. Absent an
injection of cash, Cash Store will be forced to shut down its operations, with a significant loss
of employment and disruption to those who rely on its services. Cash Store intends to seek

approval of additional DIP financing in the near term.



Key Employee Retention Plan

11. In an effort to preserve enterprise value and ensure the continued participation of
certain of Cash Store’s key employees in the business and the restructuring, Cash Store is
developing a KERP in consultation with the Monitor. The purpose of the KERP is to provide
the participants thereunder (the “KERP Participants™) with payments as incentives to continue

their employment with Cash Store during the CCAA proceeding.

12. The terms and details of the KERP are still being finalized; however, the
intention is that Cash Store’s key employees in Finance, Human Resources, Marketing, and
other aspects of Cash Store’s business which require unique skill sets will be KERP
Participants. All of the KERP Participants which are being considered either possess specialized
expertise with respect to Cash Store’s business operations or are critical for a successful

restructuring of Cash Store’s business, including initiatives taken to date.

13. In light of the insolvency filing made by Cash Store, it is likely that the
anticipated KERP Participants will consider other employment options if the proposed KERP is
not granted and secured by the KERP Charge (discussed below). Doing so will undoubtedly
distract from the restructuring process that is underway. It would be extremely difficult at this

stage of the restructuring process to find adequate replacements for these employees.

14. KERP payments for all KERP Participants would be payable upon the
completion of a Plan of Arrangement, 30 days after the sale of Cash Store’s business, or in

respect of an assignment in bankruptcy or the appointment of a receiver by Cash Store. The
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maximum amount of the KERP would not exceed $400,000. Cash Store is seeking a charge
over Cash Store’s Property (the “KERP Charge”) to secure the amounts that will be payable
under the KERP. Such charge would have priority over all other security interests, charges and
liens other than the Administration Charge, up to a maximum of $1.25 million of the Director’s

Charge, the DIP Priority Charge and the TPL Charge (as defined in the Initial Order).

15. It is my belief that the KERP will provide appropriate incentives for the KERP
Participants to remain in their current positions and will also ensure that they are properly

compensated for their assistance in the restructuring process.

Stay Extension

16. The Applicants were granted protection from their creditors under the
Companies’' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”),
pursuant to the Initial Order. The Initial Order granted, inter alia, a stay of proceedings (the

“Stay Period”) until May 14, 2014, or such later date as this Honourable Court may order.

17. The Applicants have been proceeding in good faith and with due diligence to
effect a restructuring under the CCAA, and in particular a going concern sale transaction. In

addition to the steps outlined in the First Aziz Affidavit, I have:

(a) Participated in further negotiations with the Ad Hoc Committee and the Initial
DIP Lenders regarding the Amended DIP Facility, including meeting with
representatives of these groups to provide an overview of my initial review of the

business;

(b) Attended additional management meetings in Edmonton;

59
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(¢)  Participated in comprehensive discussions regarding Cash Store’s business and its

cash flows with members of senior management and its financial advisors;
(d)  Worked with Rothschild to develop a sales process for the business;
(e) Met with the Manitoba regulator to discuss Cash Store’s business in Manitoba;

6] Instructed the Chief Compliance and Regulatory Officer to contact regulators in
Ontario, Nova Scotia, British Columbia, Saskatchewan and Alberta to arrange
meetings as soon as possible to discuss the business of the Cash Store in each

jurisdiction;

(g)  Participated in in-depth discussions regarding the legal and economic viability of
Cash Store’s brokered loan business in unregulated jurisdictions with the Chief

Compliance and Regulatory Officer, the Monitor, its counsel and my counsel; and
(h) Consulted with the Monitor to plan the future path of Cash Store’s business.

18. On April 29, 2014, Rothschild sent a letter to interested parties requesting non-
binding offers for the sale of Cash Store by May 23, 2014. Pursuant to paragraph 11(d) of the
Initial Order, the Monitor consented to the extension of the date to receive initial offers from

May 15, 2014 to May 23, 2014. The initial sales process letter is attached as Exhibit “B”.

19. It is my belief that it is appropriate to extend the stay period to June 17, 2014 and
that the Applicants have acted and continue to act in good faith and with due diligence in these
CCAA Proceedings. Should one of the potential DIP Facilities be agreed to by the Applicants
and ultimately approved by the Court, it is forecast that the Applicants will have sufficient

liquidity to continue operations during the proposed stay extension period. To the extent that
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one of the DIP Facilities has not been finalized prior to the return date of this motion, the

Applicants anticipate seeking a shorter extension of the Stay Period at that time.

20. Extending the Stay Period will allow the Applicants to continue to work toward
the sale of the business. An extension of the Stay Period will also allow the Applicants to
continue to deal with other matters inherent in the proposed restructuring, all in consultation
with the Monitor, with the objective of obtaining the best possible result for a restructuring for
the benefit of all stakeholders. It is my understanding that the extension of the Stay Period to

June 17, 2014 is supported by the Ad Hoc Committee, the Initial DIP Lenders, and the Monitor.

The Cessation of Cash Store’s Brokered Loan Business

(a) Cash Store’s Direct and Brokered Lending Business

21. As is explained in greater detail in the Carlstrom Affidavit, Cash Store currently
operates under two major business models: the direct lending business and the brokered lending

business.

22. Cash Store acts as a direct payday lender (as opposed to a broker) in Alberta,
British Columbia, Nova Scotia, and Saskatchewan (the “Direct Lending Provinces™). These
provinces have payday loan legislation which allows for licensed payday lenders to make loans

to customers without being subject to criminal interest rate legislation.

23. In New Brunswick, Newfoundland, Northwest Territories, Prince Edward Island
and the Yukon Territory (the “Unregulated Provinces™), where payday loan legislation has not
yet been enacted, Cash Store acts as a broker or intermediary on behalf of its customers, with

third party lenders (“TPLs”) acting as lenders. If a customer’s eligibility for a loan is established,
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the customer completes the TPL loan documentation and Cash Store makes the advance. Cash

Store earns fees on brokered loan transactions.

24. Cash Store previously operated under the brokered loan model in Ontario and
currently operates under the brokered loan model in Manitoba. Both of these provinces have
enacted payday loan legislation. TPLs provided funds to Cash Store to support the brokered line
of credit products offered in these provinces, which are then arranged by Cash Store in exchange
for fees. Cash Store has previously taken the position that the brokered line of credit product

offered in these provinces was not subject to provincial payday loan regulations.

25. As set out in the Carlstrom Affidavit, on February 12, 2014, the Ontario Superior
Court of Justice concluded that Cash Store’s basic line of credit product is subject to the Payday
Loans Act (Ontario) and ordered that Cash Store be prohibited from acting as a loan broker in
respect of such products without a broker’s licence. Cash Store subsequently appealed this
decision. After consultation with Cash Store’s Chief Regulatory and Compliance Ofﬁcef and

Cash Store’s litigation counsel, I instructed counsel to abandon the appeal of the decision.

26. As of February 12, 2014, the brokered line of credit product was discontinued in
Ontario and no lending activity is currently occurring in Ontario due to issues regarding
compliance with regulatory requirements (as discussed in detail in the Carlstrom Affidavit). I
am advised by the Chief Compliance and Regulatory Officer and believe that the Ontario
regulator has taken the position that Cash Store may not actively take steps to request, require or
suggest that customers pay amounts owing under the brokered line of credit products until the
maturity date of the line of credit. I am advised by the Chief Compliance and Regulatory
Officer and believe that the Ontario regulator’s statements would apply equally to a TPL or

third party collection agency seeking to collect amounts owing under the brokered line of credit

N

)
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products. As such, Cash Store’s locations in Ontario remain open to receive brokered loan

receivables but its ability to collect on Ontario brokered loans has been curtailed.

27. Additionally, new legislation in Manitoba will take effect in late 2014 or early
2015 that will prevent Cash Store from operating its current form of brokered loan business in

Manitoba.

28. The chart below sets out the approximate percentage of Cash Store’s (i) total
revenue in Canada in FY 2013 and (ii) current number of branches in Canada, for Ontario,

Manitoba, the Unregulated Provinces, and the Direct Lending Provinces.

Province Total Revenue as % of Total Number of Braches as % of Total
Ontario 33% 35%
Manitoba 6% 5%
Unregulated 7% 6%
Provinces

Direct Lending 54% 54%
Provinces

(b) Decision to Discontinue Brokered Loan Business

29. I have determined, in consultation with the Monitor, that it is necessary and
appropriate to implement an orderly cessation of the brokered loan business and cease brokering
new loans. I consulted extensively with the Chief Regulatory and Compliance Officer, my legal
and financial advisors, Cash Store’s senior management, and the Monitor in coming to this

conclusion.




30.

(a)

(b

(©

(d)

(e

-11-
The reasons for discontinuing the brokered loan business include the following:

Cash Store has stopped offering the brokered loan line of credit in Ontario and
Cash Store cannot be compliant with the anticipated Manitoba legislation by year
end based on its current operating model in brokered loans. The remaining
brokered loan business in Unregulated Provinces will be small (approximately
$110,000 in profit per month before corporate overhead). It remains Cash Store’s
intention to take steps to attempt to obtain a payday lending license in Ontario and
to transition the Manitoba operations from a brokered loan model to a payday

lending model. We are discussing this with regulators.

Certain of Cash Store’s secured creditors have indicated that they do not support

Cash Store continuing to make voluntary retention payments to the TPLs.

I am advised by my counsel and believe that there is a material risk that the
brokered loan model is not legally defensible under the criminal interest rate

provisions of the Criminal Code.

Continuation of the brokered loan business requires funding. The provider of the
substantial majority of the funds being deployed in the provinces where this
business is still being conducted, Trimor, is seeking the return of funds invested

by it and appears to be unwilling to support the brokered loan business.

Cash Store is expending, and will likely need to keep expending, a great deal of
management and advisor time and incurring significant costs in dealing with its
ability to use the TPL investment to make brokered loans. This time and cost is

disproportionate to the future value of the brokered loan business.
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31. On May 6, 2014, communications were made to the Ad Hoc Committee and the
Initial DIP Lenders and their counsel that I, in consultation with the Monitor, had determined
that Cash Store should immediately cease to make new brokered loans in all jurisdictions. The
Ad Hoc Committee and the Initial DIP Lenders through their counsel subsequently advised that

they do not oppose this decision.

32. On May 8§, 2014, the Monitor and I discussed the cessation of the brokered loan
business with Cash Store’s CEO. I instructed the CEO to prepare plans for the immediate
cessation of the brokered lending business of Cash Store in all jurisdictions where it is currently

carried on by Cash Store.

33. Under my direction, and in consultation with the Monitor, Cash Store will begin
to implement an orderly cessation of the brokered loan business and cease offering new

brokered loans.

(c) Funds Received from Brokered Loans will be Segregated

34. As a result of discussions that I or my advisors have had with the Ad Hoc
Committee, the Initial DIP Lenders, Trimor, McCann (defined below) and others or their
advisors, I understand that many parties may assert legal entitlements, including proprietary
entitlements, to the outstanding brokered loans and any amounts received with respect to these
brokered loans. I have read Trimor’s Notice of Motion dated May 5, 2014 and understand that
Trimor wishes to transfer the administration of its loan portfolio to another service provider. I
have also read the notice of motion of 0678786 B.C. Ltd. (formerly the McCann Family

Holding Corporation) (“McCann”), dated May 7, 2014, which also seeks this relief. However,
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pursuant to section 6.4(b) of Trimor and McCann’s Broker Agreements (Exhibits “G” and “H”

to the Carlstrom Affidavit), Cash Store is only required to effect such a transfer upon the end of -

the Term of the Broker Agreement.

35. Furthermore, I am advised by Rothschild and believe that the Cash Store
customer list is a valuable asset of Cash Store and that allowing a TPL to transfer the
administration of its loan portfolic would erode the value of Cash Store’s saleable assets. As
CRO, it is my belief that allowing a TPL to transfer the administration of its loan portfolio to
another service provider could materially impair the potential value of a going concern

transaction to Cash Store and could cause material prejudice to Cash Store and its stakeholders.

36. Given the ébove considerations, it is intended that Cash Store will continue to
recei‘ve payments from customers of the principal and interest as outstanding brokered loans
come due in Manitoba and the Unregulated Provinces. In Ontario, Cash Store’s operations will
continue and the company will continue to receive any payments made by customers of the
principal on outstanding brokered loans. However, Cash Store will not make any active efforts
to collect brokered loans in Ontario until after they mature in order to comply with the Ontario
Regulator’s position on this issue. In Manitoba and the Unregulated Provinces, it is proposed
that Cash Store will take reasonable steps to collect all brokered loans as they come due and

past due brokered loans.

37. It is proposed that Cash Store will deposit all funds received from brokered loan
receivables in a segregated Cash Store bank account. Cash Store will not use these funds for any
purpose, but will maintain them in this separate account until various stakeholders’ legal
entitlement to these funds is determined upon further Order of the Court. This process would be

undertaken under the continued supervision of myself and the Monitor.

C™
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38. As Cash Store is not a registered collections agency, it was previously Cash
Store’s practice to purchase brokered loans (in a non-cash transaction) that were past due from
TPLs in order to be able to collect outstanding amounts in Ontario and Manitoba. It is proposed
that Cash Store be authorized, under my supervision and the supervision of the Monitor, to take
all reasonable steps to effect the receipt of outstanding brokered loan receivables in a manner
that preserves, to the extent possible, the value of the receivables and the goodwill of the
business. In addition, allowing Trimor or McCann to appoint an agent to collect its receivables
would pre-determine the ultimate dispute between the company’s stakeholders as to who is
entitled to receive the receivables generated from the brokered loans. It is my view as CRO that
Cash Store must be allowed to continue to receive the brokered loans and to then segregate
them pending the ultimate determination of rights by the Court. As Cash Store is in the process
of implementing an orderly cessation of its brokered loan business, none of the TPL Funds will

be used to broker new loans or for any other purpose.
(d) Cost of Collection

39. Cash Store continues to incur costs to run branches in Ontario for the sole
purpose of receiving amounts in respect of outstanding brokered loans. It will also incur similar
costs in Manitoba (during the anticipated transition period to a payday lending business) and in
the Unregulated Provinces without the benefit of obtaining revenue from additional brokered

loans.

40. I am advised by Cash Store’s financial advisor and I believe that the below chart
sets out the total branch expenses for the brokered loan provinces (Ontario, Manitoba, and the

Unregulated Provinces) for the months of March and April 2014.

0/
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March 2014 April 2014

Salaries & Benefits $ 1,794,492 $ 1,165,779

Selling, General & $ 784,914 $ 784,914

Administrative

Rent $ 634,123 $ 634,123

Depreciation of Assets $ 252,437 $ 252,437

Total Branch Expenses $ 3,465,965 $2,837.252

41. The decrease in branch expenses from March to April is due to the temporary

layoff of approximately 250 Ontario employees. The above branch expenses do not include any
indirect costs such as salary or overhead costs for regional managers. They also do not include
regional selling, general, and administrative (“SG&A™) costs as well as any corporate overhead

costs.

SWORN BEFORE ME at the City of )

Toronto, in the Province of Ontario this 1

9™ day of May, 2014. \

M ) M/ j(L : Q)R
COMMISSIONER FOR TAKING AFFIDAVITS WiLLIAM E. Az17, v

Kewrcn S adens—
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TAB 7



From: Brett Harrison <Brett.Harrison@mcmillan.ca>
Sent: May-29-14 12:43 PM

To: Merskey, Alan

Cc: Adam Maerov; Rob Staley

Subject: Cross-examination of Jennifer Pede

Alan,

We have reviewed the under advisements given on Ms. Pede’s cross-examination. Below is our response to same:

1. To provide a copy of the engagement letter referred to in the PwC Report: We undertake to produce a copy of

the engagement letter.
2. To provide a copy of PwC’s working file in connection with the PwC Report: We refuse to produce a copy of

PwC'’s working file.
Please advise us if you intend to bring a motion with regard to the refusal.

Thanks,

memillan

Brett Harrison
Partner

d 416.865.7932
brett.harrison@mcmillan.ca

Assistant: Wilma Leo | 416.865.7852 | wilma.leo@mcmillan.ca
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