This is the 1st affidavit
of Peter Kravitz in this case
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No.
Vancouver Registry

HE SUPREME COURT OF BRITISH COLUMBIA

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 AND ARRANGEMENT OF NEXTPOINT
FINANCIAL, INC. AND THOSE PARTIES LISTED ON SCHEDULE “A”

PETITIONER
AFFIDAVIT

I, Peter Kravitz, of 2360 Corporate Circle, Suite 340, Henderson, Nevada 89074,
professional fiduciary, AFFIRM THAT:

[ am a principal of Province, LLC, which was engaged in May 2023, by the Board of
Directors of NextPoint Financial, Inc. (“NextPoint”) to provide resources to assist
NextPoint with its restructuring, and as such | have personal knowledge of the facts and
matters to which | depose in this affidavit, except where stated to be based on information
and belief, and where so stated, | verily believe them to be true.

| make this affidavit in support of an application by the Petitioners pursuant to the
Companies’ Creditors Arrangement Act, R.S.C., 1985, c. C-36, as amended (the “CCAA”),
for certain relief including, among other things, the following:

(a) a declaration that the CCAA applies to the Petitioners;

(b) a stay of proceedings and remedies taken or that might be taken in respect of the
Petitioners or any of their property, except as otherwise set out in the Initial Order
or otherwise permitted by law;

(c) authorizing the Petitioners to carry on business in a manner consistent with the
preservation of their property and business and to make certain payments in
connection with their business during the CCAA proceeding;

(d) appointing FTI Consulting Canada Inc. (“FTI") as monitor in these proceedings (the
“Monitor”); and
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appointing me as Chief Restructuring Officer of the Petitioners and authorizing and
directing the Petitioners to enter into and carry out the terms of the CRO
Engagement Letter (as defined below), including without limitation making the
payments to the Chief Returning Officer contemplated thereunder.

Unless otherwise provided, all amounts set out in this affidavit are provided in United
States currency.

The Petitioners

4.

NextPoint is a company incorporated pursuant to the laws of British Columbia whose
common shares are listed on the Toronto Stock Exchange (the “TSX") under the ticker
“NPF.U". NextPoint's registered office is in Vancouver, British Columbia.

NextPoint is the ultimate parent corporation of all other Petitioners in these CCAA
Proceedings (collectively, the “NextPoint Group” or the “Petitioners”). A corporate chart
for the NextPoint Group is attached hereto as Exhibit “A”.

The NextPoint Group includes the following direct and indirect subsidiaries of NextPoint:

(a)
(b)

(c)

NPI Holdco LLC (“NPI Holdco"), incorporated in Delaware;

the “Liberty Tax group of companies”, comprised of LT Holdco, LLC, LT

Intermediate Holdco, LLC, JTH Tax, LLC (“JTH Tax"), JTH Financial, LLC, JTH
Properties 1632 LLC, JTH Tax Office Properties, LLC, Wefile LLC, Liberty Credit
Repair, LLC, Liberty Tax Holding Corporation, Liberty Tax Service Inc., LTS
Software LLC, JTH Court Plaza, LLC, 360 Accounting Solutions, LLC LTS
Properties, LLC, and Siempre Tax+ LLC (collectively, “Liberty Tax"). The various
companies comprising Liberty Tax are incorporated variously under the laws of
Ontario, Alberta, Delaware, and Virginia;

the “Community Tax group of companies”, comprised of CTAX Acquisition LLC,
Community Tax Puerto Rico LLC, and Community Tax LLC (collectively,
“Community Tax”). The various companies comprising Community Tax are
incorporated variously under the laws of Delaware and lllinois; and

the “LoanMe group of companies”, comprised of NPLM Holdco LLC, LoanMe, LLC,
MMS Servicing LLC, LoanMe Funding, LLC, LM Retention Holdings, LLC, LoanMe
Stores LLC, LoanMe Trust Prime 2018-1, Loanme Trust SBL 2019-1, InsightsLogic
LLC, and LM 2020 CM | SPE, LLC (collectively, "LoanMe”), all of which are
incorporated under the laws of Delaware.

Attached hereto and marked as Exhibit “B” are corporate searches for each entity in the
NextPoint Group available at the time of swearing this affidavit.
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The NextPoint Group is functionally integrated and is consolidated financially. The
NextPoint Group:

(a) has employees that simultaneously maintain responsibilities at various entities of
the NextPoint Group;

(b) has shared services across the subsidiaries, as discussed in more detail below;
and

(c) conducts regular intercompany cash transfers.

Currently, 27 employees of the NextPoint Group, including all NextPoint executives,
simultaneously work and have responsibilities with various entities in each of the Liberty
Tax, Community Tax, and LoanMe business lines.

All financial statements of the NextPoint Group are reported on a consolidated basis.

The Business

11.

12.

The NextPoint Group provides financial and tax services for small businesses and
consumers across Canada and the United States through the following three primary
business lines:

(a) a tax preparation and settlement business, operated through Liberty Tax;
(b) a tax debt resolution service, operated through Community Tax; and

(c) a lending and loan marketing business, which previously operated through
LoanMe, but which, as discussed further below, has been in the process of winding
down since approximately June 2022.

Nextpoint, together with each of the foregoing primary business lines, are discussed in
detail below.

NextPoint

13.

14.

NextPoint is a company incorporated pursuant to the laws of British Columbia whose
common shares are listed on the TSX under the ticker “NPF.U". NextPoint's registered
office is in Vancouver, British Columbia.

NextPoint was incorporated on July 16, 2020, under the Business Corporations Act (British
Columbia) as a special purpose acquisition corporation for the purpose of effecting,
directly or indirectly, an acquisition of one or more businesses or assets, by way of a
merger, amalgamation, arrangement, share exchange, asset acquisition, share purchase,
reorganization, or any other similar business combination involving NextPoint. NextPoint
acquired Liberty Tax and LoanMe in July 2021, and Community Tax in December 2021
(in each case indirectly through NPI Holdco).
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15. As at the date of this Affidavit, NextPoint employed approximately 27 employees.

Liberty Tax

16. Liberty Tax is a tax preparation service provider with over 250 locations in Canada
(headquartered in Markham, Ontario) and 2300 locations in the United States
(headquartered in Hurst, Texas). The vast majority of Liberty Tax’s operations are
franchised to small business owners and operators pursuant to the terms of a franchise
agreement with JTH Tax. Liberty Tax also operates a limited number of company-owned
offices during tax season in order to meet customer demand.

17. The structure of Liberty Tax’s business as a franchisee network has allowed Liberty Tax
to grow its business across North America will minimal capital outlay, while permitting it to
focus on marketing, franchise support, and business growth. Liberty Tax franchisees
maintain control over pricing and local market dynamics under the Franchisee
Agreements.

18. Liberty Tax (through both its franchisee network and its company-owned offices) offers
tax preparation and bookkeeping services to customers in Canada, and both personal and
small business tax preparation, loans, bookkeeping services, and credit repair to
customers in the United States. Liberty Tax also offers online tax preparation software and
associated support services in both Canada and the United States to permit customers to
prepare their tax returns online.

19. In the United States, Liberty Tax offers two types of tax settlement products to consumers:
(a) refund transfer products; and (b) refund-based loans. Refund transfer products provide
customers with temporary bank accounts in the customer’s name with one of Liberty Tax’s
banking partners in order to facilitate direct deposit of their tax refund. Once the tax refund
is received, Liberty Tax deducts all applicable tax preparation and service fees and
releases the remainder to the customer.

20. Refund based loans provide customers with loans in the amount of their anticipated tax
refund, less applicable fees, immediately upon the filing of the tax refund and prior to any
refund being issued by the IRS. In order to access the capital to advance such short-term
loans to customers, JTH Tax is party to an unsecured facility agreement (the "“Republic
Facility Agreement’) with Republic Bank & Trust Company (“Republic”). Pursuant to the
Republic Facility Agreement, JTH Tax draws on the facility as needed in order to fund
refund advances to qualifying customers. Upon receipt of the customer’s tax refund from
the IRS, JTH Tax repays the advance under the Republic Facility Agreement. A copy of
the Republic Facility Agreement is attached hereto as Exhibit “C”.

21. Liberty Tax’s business is generally seasonal, with most of its business conducted and
revenue generated during the annual tax season (December 15 to April 30). Revenue is
collected when taxes are filed and fees are charged to the customer.
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In order to assist franchisees with the seasonal nature of the business and associated
cash flow fluctuations, JTH Tax is party to an unsecured facility agreement (the “FCB
Facility Agreement”) with First Century Bank, N.A. (“FCB”) pursuant to which FCB had
advanced a credit facility to JTH Tax which, in turn, JTH Tax uses to provide loans to
Liberty Tax’s qualifying franchisees in the range of $1,000 to $1,250,000. JTH Tax is
current on all obligations under the FCB Facility Agreement and intends to continue
servicing all such obligations during the course of these CCAA proceedings. Attached
hereto as-Exhibit “D” is a copy of the FCB Facility Agreement.

While most Canadian and US employees of Liberty Tax are employed directly by the
franchisees (and not by Liberty Tax), as at the swearing of this Affidavit, Liberty Tax
employed approximately 14 employees in Canada and 406 employees in the.United
States. Such employees generally work in Liberty Tax’s company-owned offices or as area
developers tasked with marketing franchise opportunities in available areas across North
America and with providing marketing and operational support for franchisees within their
area of oversight.

Community Tax

24,

25.

26.

Community Tax is based in Chicago, lllinois and has offices in Jacksonville, Florida and
San Juan, Puerto Rico. Community Tax offers tax resolution services by first investigating
outstanding tax debts, then negotiating the resolution of those debts with the IRS, on
behalf of their customers.

A taxpayer's engagement with Community Tax typically proceeds in the following two
phases:

(a) Phase 1 (the “Investigation Services”) - Community Tax contacts the IRS on
behalf of the customer to collect the customer’s tax history and evaluate the most
affordable and efficient tax resolution program for the customer. Once the
information has been collected and a program is formed, the customer will decide
whether or not to proceed further in the program; and

(b) Phase 2 (the "Resolution Service”) - Community Tax prepares outstanding and
unfiled tax returns for previous years and engages in negotiations on behalf of the
taxpayer with the IRS or state taxing authority with a view to effecting a resolution
of the outstanding tax debt. Once its customers enter an IRS resolution program,
Community Tax also offers ongoing tax preparation services, tax extension
services, and monthly IRS monitoring programs which enable customers to re-
engage Community Tax if they default on their resolution program.

As discussed further below, the vast majority of Community Tax's customers are
individuals in the United States who have received demand letters from the IRS with
respect to outstanding tax obligations. The suspension by the IRS of most enforcement
actions during the COVID-19 pandemic, as well as the more recent economic pressures
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faced by individuals and their families across the United States, negatively impacted
Community Tax’s business by reducing the demand for Community Tax’s services and
impacting its annual revenues.

As at the date of this affidavit, Community Tax employs approximately 84 employees in
the United States and 25 employees in Puerto Rico. Such employees include attorneys,
tax experts and agents approved by the IRS to represent taxpayers before the IRS.

LoanMe

28.

29.

30.

Prior to commencing a wind-down process in June 2022, LoanMe provided personal and
small business loans to qualifying individuals and business in the United States. Personal
loans ranged from $600 to $30,000, and small business loans ranged from $3,500 to
$250,000. LoanMe’s small business loan program previously operated in 31 States and
its personal loan program in nine States.

As discussed further below, in an effort to address the overleveraged position of the
NextPoint Group and its increasing inability to service all loan obligations while continuing
to operate the various business lines, NextPoint determined in mid-2022 to wind down
LoanMe's operations and cease all further loan originations. Such process has been
ongoing since June 2022 with only those loans originated prior to this date continuing to
be serviced.

NextPoint expects to continue the wind-down process for LoanMe within these CCAA
proceedings.

Shared Services

31.

32.

33.

Liberty Tax and Community Tax and, prior to its wind down, LoanMe, rely on JTH Tax for
certain administrative and business support services that are integral to their ongoing
operations. These services include executive, accounting, finance, treasury, human
resources, insurance, payroll, accounts payable, information technology support services,
and leasing, among other things.

JTH Tax provides these shared services from its head office in Virginia Beach, Virginia.
The operations, including the Canadian operations, cannot operate or function without the
provision of the shared services from JTH Tax. If the shared services were not provided,
the operations of the NextPoint Group (including the Canadian operations) would be
unable to continue operating in the hormal course, '

In addition to the foregoing shared services, the entire NextPoint Group shares a single
IT platform and most software services and licenses, including Great Plains/Hyperion
software (accounting), Microsoft licensing (including programs such as Azure, Tenable,
Office 365 Manager), AD Manager (workflow management software), AD Audit (IT
management software), Technology Support, and SolarWinds (IT platform). Access and
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use rights to such platforms and software is critical to the ability of the NextPoint Group to
continue business in the normal course.

Further, certain necessary operational costs and, in turn, associated benefits, are shared
across the NextPoint Group, including director and officer insurance and accounting and
audit costs.

As consideration for the shared services, each of the operating companies within Liberty
Tax and Community Tax are allocated a portion of the costs for the services. The Liberty
Tax companies are responsible for 70% of the overall costs, with 30% allocated to
Community Tax. LoanMe was charged $10,000 USD per month for their portion of the
shared services. As discussed further below, such intercompany allocations are booked,
but not settled, by JTH Tax and so continue to accumulate on a monthly basis.

Banking and Cash Management

36.

37.

38.

39.

Liberty Tax, Community Tax and LoanMe are part of an enterprise-wide centralized cash
management system used to consolidate and track funds generated by the operations of
the NextPoint Group. Importantly, NextPoint does not generate cash receipts and instead
pushes down an allocation of expenses to Liberty Tax and Community Tax through
various infercompany accounts.

The NextPoint Group operates their cash management system through various Canadian
and US bank accounts, held through the following financial institutions:

(a) Royal Bank of Canada (two (2) bank accounts),

(b) Ca;nadian Imperial Bank of Commerce (two (2) bank accounts),

(c) Canadian Imperial Bank of Commerce - USA (nine (9) bank accounts)
(d) Bank of Montreal (2 (two) bank accounts);

(e) Wells Fargo Commercial US (three (3) bank accounts);

() Regions Bank (three (3) bank accounts); and

(@) JPMorgan Chase Bank (four (4) bank accounts).

All intercompany transfers flow through NextPoint’s main operating account at Wells Fargo
Commercial US. When an intercompany transfer is required, the transferring entity sends
funds directly to NextPoint, which operates as a central hub for deposits. NextPoint then
transfers the funds to the receiving entity. All transfers are completed in US currency.

Liberty Tax’s Canadian entities’ main operating accounts are held through the Canadian
Imperial Bank of Commerce’s Canadian banks. When the Canadian entities are involved
in an intercompany transfer, they purchase US currency that is transferred to Liberty Tax’s
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U.S. bank accounts at CIBC. When the Liberty Tax Canadian entities receive
intercompany transfers, they perform the same transaction in reverse by purchasing a
foreign currency buy for Canadian currency.

The significant levels of intercompany debts arose as a result of the allocation of shared
company expenses to the Community Tax and LoanMe lines and direct cash infusions to
pay the operating expenses of those companies.

With respect to the Canadian Operations, Liberty Tax maintains 2 accounts at Royal Bank
of Canada, 2 accounts at Canadian Imperial Bank of Commerce (Canada) and 8 accounts
at Canadian Imperial Bank of Commerce (USA), and 2 accounts at Bank of Montreal.
Paperwork was submitted to open additional Canadian accounts pre-petition, but are
subject to bank processing as of the time of this affidavit.

All accounts relating to the Canadian operations are domiciled in Canada and are
denominated in CAD. All cash receipts realized from the operations of the NextPoint
Group areé deposited in accounts with JPMorgan Chase Bank, CIBC US, and CIBC
Canada and are pooled on a daily basis in a disbursement account held by Community
Tax, the U.S. Liberty Tax entities, and the Canadian Liberty Tax entities, respectively,
which is then used to fund the NextPoint Group’s daily operations, such as accounts
payable, payroll, sales tax, and other obligations. '

As discussed above, the handling and processing of all disbursements for payroll,
accounts payable, and other obligations is completed by JTH Tax on behalf of the entire
NextPoint Group (both in Canada and the United States). The individual entities within the
Liberty Tax group and the Community Tax group do not independently direct any of their
bank accounts or the disbursements made therefrom.

As at May 31, 2023, NextPoint is owed approximately $85 million by its various
subsidiaries relating to advances made in order to fund their continuing operations. Such
intercompany obligations are booked by JTH Tax to account for funds allocated to the
individual entity to fund its operational expenses. These debts continue to accrue.

The Petitioners anticipate that during the proposed CCAA proceeding, revenues will be
collected, and expenses will be funded, through the foregoing bank accounts in the normal
course of business.

The bank accounts described above comprise the NextPoint Group's “Cash Management
System’”. The Petitioners need to be able to maintain access to their Cash Management
System, and to retain the ability to transfer funds among the various bank accounts held
by its subsidiaries, throughout its restructuring proceedings. The continued existence of
NextPoint Group’s cash management system is critical to its ongoing ability to conduct
business and complete a successful restructuring within these CCAA proceedings.

The NextPoint Group is accordingly seeking the authority to continue the Cash
Management System to maintain the funding and banking arrangements already in place.
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The Cash Management System includes the necessary accounting controls to enable the
NextPoint Group to trace funds and ensure that all transactions are adequately
documented and readily ascertainable.

Financial Position of the Petitioners

48.

49.

50.

As a publicly traded company, NextPoint files consolidated financial statements with
SEDAR (the System for Electronic Document Analysis and Retrieval). These financial
statements include the consolidated results of both the U.S. and Canadian operations for
the entirety of the NextPoint Group, including Liberty Tax, Community Tax and LoanMe.
Copies of NextPoint's unaudited financial statements for the year ended December 21,
2022 and 2021 are attached hereto as Exhibits “E” and “F". A copy of NextPoint's
unaudited condensed interim consolidated financial statements for the three months
ended June 30, 2023, as well as the consolidated financial results, is attached hereto as
Exhibit “G”. These financial statements are the NextPoint Group’s most recent annual
and quarterly financial statements. NextPoint has not prepared audited financial
statements since Fiscal Year 2021.

(a) Assets

As at June 30, 2023, the NextPoint Group had total assets of approximately $380.9 million,
broken down as follows:

(a) cash of approximately $9.58 million;

(b) accounts receivable of approximately $28.49 million;

(c) other current assets of approximately $44.95 million;

(d) property, plant and equipment of approximately $23.00 miltion;
(e) net goodwill of approximately $158.46 million; and

(f) other non-current assets of approximately $116.46 million.

(b) Liabilities

As at March 31, 2023, the NextPoint Group had total liabilities of approximately $356.06
million, broken down as follows:

(a) current portion of long term obligations of approximately $120.72 million;

(b) accounts payable and accrued expenses of épproximately $17.45 million;

(c) other current liabilities of approximately $31.49 million; and

(d) non-current liabilities of approximately $186.40 million.
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(c) Shareholder Equity

As at June 30, 2023, the shareholders’ equity in respect of NextPoint was valued at $24.88
million.

(d) Earnings

For the three-month period ending March 31, 2023, the NextPoint Group reported
approximately $2.3 million in net income.

(e) . Secured Debt
NP/LT Credit Facility Agreement

Each of NPI Holdco and LT Holdco, LLC (“LT Holdco") are borrowers under a Credit
Agreement, originally dated as of July 2, 2021 and as amended through Amendment No.
5 thereto dated as of June 30, 2023 (as may be amended, restated, supplemented, or
otherwise modified from time to time, the “NP/LT Credit Agreement’) with BP
Commercial Funding Trust, Series SPL-X, as administrative agent and collateral agent
(the "NP/LT Facility Agent”) on behalf of the lenders thereunder (with respect to the NP
Revolving Credit Loans (as defined below), the “NP Lenders”, and with respect to the LT
Term Loan (as defined below), the “LT Lenders”). A copy of the NP/LT Credit Agreement
is attached hereto as Exhibit “H".

Under the NP/LT Credit Agreement, the NP Lenders originally agreed to extend a
revolving credit facility to NPl Holdco of $200 million. The NP/LT Credit Agreement was
subsequently amended and restructured on November 1, 2022 to (i) reduce the maximum
revolving credit facility commitment available to NP1 Holdco at $130 million, and (ii) provide
a new $74.4 million term loan to LT Holdco, discussed further below. As at July 14, 2023,
there was approximately $125.7 million in outstanding principal amount of revolving loans
borrowed by NPI Holdco under the NP/LT Credit Agreement (the “NP Revolving Credit
Loans"). Interest is payable on outstanding NP Revolving Credit Loans at a rate of 13%
per annum, payable monthly. The NP Revolving Credit Loans mature on July 2, 2025. The
draw maturity for additional NP Revolving Credit Loans under the NP/LT Credit Agreement
matured on July 2, 2023.

All obligations of NPI Holdco under the NP/LT Credit Agreement are secured against all
assets of NextPoint, including restricted subsidiaries (subordinated only to the claims of
the LT Lenders (as defined below) in respect of the LT Term Loan (as defined below),
pursuant to that certain Intercreditor Agreement, dated as of November 1, 2022, by and
among the NP/LT Facility Agent, the NP Lenders and the LT Lenders, the “Intercreditor
Agreement”)) and by guarantees provided by NextPoint, all companies comprising
Liberty Tax (other than Liberty Tax Holding Corporation and Liberty Tax Service, Inc.) and
by three companies within the LoanMe group of companies (NPLM Holdco LLC, LoanMe,
LLC and InsightLogic LLC) (collectively, the “Guarantors”).
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LT Term Loan

LT Holdco is a borrower under the NP/LT Credit Agreement pursuant to which the LT
Lenders advanced to LT Holdco a term loan of $74.4 million (the “LT Term Loan”) on
November 1, 2022. As at July 14, 2023, the LT Term Loan was fully drawn. Interest on
the LT Term Loan accrues at the SOFR Reference Rate plus 9.50% per annum. Interest
on the LT Term Loan consists of 0.25% PIK interest, capitalized monthly, and the
remaining portion of accrued interest payable in cash monthly. The LT Term Loan matures
on July 2, 2025.

All obligations of LT Holdco under the LT Term Loan are secured against the assets of
NextPoint, NPl Holdco and LT Holdco, and by guarantees provided by the Guarantors;
provided, that pursuant to the Intercreditor Agreement, all property, assets and interests
in property owned by the LoanMe group of companies and all equity interests therein are
solely for the benefit of the NP Lenders.

Community Tax Facility

The Community Tax Facility is comprised of three separate term loans to CTAX
Acquisition LLC (“CTAX LLC") as borrower in the aggregate amount of $70 million, as
follows:

(a) $45 million of senior debt held by Drake Enterprises Ltd. (‘Drake”) which bears
interest at a rate of 9% per annum (the “Drake Debt"). The Drake Debt is secured
on a first lien basis against all property and interests in property of CTAX LLC or
any subsidiary thereof.

(b) $15 million of subordinated debt held by Frontier Capital Group Ltd. which bears
interest at a rate of 11% per annum (the “Frontier Debt"). The Frontier Debt is
secured on a second lien basis against all property and interests in property of
CTAX LLC or any subsidiary thereof; and

(c) $10 million of subordinated debt to BP Commercial Funding Trust II, Series SPL-|
which bears interest at a rate of 11% per annum, paid monthly (the “BP Debt’).
The BP Debt is secured on a second lien basis against all property and interests
in property of CTAX LLC or any subsidiary thereof,

(collectively, the “Community Tax Facility”).

The Community Tax Facility is guaranteed by both Community Tax Puerto Rico LLC and
Community Tax LLC. It may be prepaid, with final repayment due on the maturity date
(December 30, 2027), and monthly interest payments beginning on September 1, 2022.
Attached hereto as Exhibit “J” is a copy of the Community Tax Facility agreement
between BP Commercial Funding Trust I, Series SPL-1 as representative of the
Community Tax Facility.
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As at May 31, 2023, approximately $70 million was outstanding on the Community Tax
Facility.

(e) Unsecured Debt
The unsecured debt of the NextPoint Group primarily consists of the following:

(a) unsecured trade debt which, as at July 21, 2023, totals approximately $5.25 million
USD in the United States and $15,000 CAD in Canada;

(b) unsecured obligations of approximately $1.4 million owing to Frontier Capital
Group, Ltd. under an unsecured note issued by NextPoint and having a maturity
date of April 30, 2026 (the “Frontier Note"). Pursuant to the -Frontier Note,
NextPoint commenced required monthly payments on the Frontier Note of
$45,369.87 on May 1, 2023, and which payments are scheduled to continue for
the next 35 months;

(c) an unsecured loan of $500,000, advanced by the U.S. Small Business
Administration and guaranteed by Jonathan Williams and Bliksum, LLC to
LoanMe, LLC, bearing interest at a rate of 3.756%;

(d) various settlement and litigation related obligations.

Attached hereto and marked as Exhibit “K” is an accounts payable report prepared by
the Petitioners as at July 21, 2023.

In addition to the foregoing unsecured debt, the NextPoint Group has various
intercompany obligations outstanding, including the following:

(a) NextPoint is owed approximately $85 million by its various subsidiaries relating to
advances made in order to fund their continuing operations, including $77.8 million
by LoanMe and $7.4 million by Community Tax; and

(b) Liberty Tax is owed approximately $30.8 million by NextPoint.

The significant intercompany obligation between Liberty Tax and NextPoint is the result of
the disproportionate share of operating costs for the NextPoint Group as a whole that
Liberty Tax has borne during the past years. As discussed further below, the Liberty Tax
business is profitable and viable and, as a result, has funded approximately $31 million to
NextPoint which, in turn, has pushed such funds down to the Community Tax and LoanMe
business lines to fund their daily operations and, since mid-2022, LoanMe’s wind down.
Such business lines have been unable to either service their debt or fund their normal
course operating expenses without funds from Liberty Tax by means of the foregoing
intercompany funding arrangements.
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Events Leading to the CCAA Filing

64.

65.

66.

67.

68.

69.

The Petitioners are over-leveraged and have recurring operating losses, working capital
deficiencies, and insufficient cash flow to meet their obligations. As at July 14, 2023, the
NextPoint Group has an outstanding debt load of approximately $285 million. It has a
financial leverage ratio across the enterprise of approximately 18.8x, constraining its ability
to raise additional capital, service its debt obligations or raise additional capital.
Community Tax's financial leverage is currently in excess of 27.0x.

Based on the NextPoint Group’s free cash flow metrics, management forecasts that it will
take the current organization over 25 years to repay its principal obligations (including
interest, fees, penalties, etc.). Management is of the view that there is no viable and
sustainable path forward for the NextPoint Group based on the current capital structure
without a significant restructuring.

The current financial situation faced by the NextPoint Group is the result of
macroeconomic factors caused by the COVID-19 pandemic, which led to an unsustainable
capital structure driven by outsized leverage to the businesses’ ability to service.

First, as a consumer tax preparation business, Liberty Tax has historically generated most
of its revenues between January 1 and April 30 of each year. The remainder of the year,
Liberty Tax has historically operated at a loss and focused on preparing for the upcoming
tax season and growing its franchise network across North America in order to bolster its
revenues during the approximately four-month tax season.

While the seasonal fluctuations in revenues have remained consistent for Liberty Tax, its
ability to grow its business has recently suffered setbacks. In the United States, Liberty
Tax is required to provide potential or renewing franchisees with a franchise disclosure
document (“FDD”) prior to execution of a new franchise agreement. | am advised by
Rachel Ehrlich Albanese, counsel to the NextPoint Group in these CCAA proceedings,
that each FDD must, by law, include audited financial statements. Liberty Tax is currently
unable to obtain such audited financial statements without a going concern qualification
given the liquidity issues described in this Affidavit. As a result, Liberty Financial cannot
renew franchise agreements with existing franchisees nor enter into new franchise
agreements with new franchisees, and the revenue growth of Liberty Tax is currently
constrained to developing new customers for existing franchisees. New franchise
development is critical to ensure the viability and future growth of the Liberty Tax entities
on a go-forward basis.

Liberty Tax’s financial difficulties are not the result of a poorly operating business. The
Liberty Tax business is profitable and viable. However, as discussed further above, Liberty
Tax is a guarantor of all NP| Holdco’s obligations in respect of the NP Revolving Credit
Loans under the NP/LT Credit Agreement. Neither NextPoint nor the other guarantors of
the NP/LT Credit Agreement are currently in a position to service such debt and, as a
result, Liberty Tax has borne the financial obligations of the facility. The proposed Stalking
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Horse Transactions (discussed further below) is structured to address this issue directly
by resolving all debt obligations of Liberty Tax other than the LT Term Loan. Liberty Tax
believes that it can service the LT Term Loan in accordance with its terms and without
issue once its other debt obligations are addressed.

This resolution will, in turn, better position Liberty Tax to obtain audited financial
statements without a going concern qualification and, in turn, prepare a compliant FDD in
order to grow the Liberty Tax business across North America.

Second, since early 2020, Community Tax has been significantly impacted by the IRS'’s
implementation of a temporary freezing of most enforcement activities and the extension .
of deadlines for enforcement activities already underway in response initially to the
COVID-19 pandemic and, more recently, in response to rising inflation and economic
pressures facing individuals and their families in the United States. Importantly, the vast
majority of Community Tax’s customers are individuals in the United States who have
received demand letters from the IRS with respect to outstanding tax obligations. The
suspension of most enforcement efforts, including the suspension of the issuance of
demand letters by the IRS, significantly reduced demand for Community Tax's services
and, in turn, its revenues. For example, new client creation in 2022 declined 22% as
compared to 2021, and estimated new client creation in the first six months of 2023
represents a decline of 22.5% as compared to the same period in 2022.

The foregoing not only reduced the number of customers accessing Community Tax’s
services, but also the number of customers accessing Community Tax's Resolution
Services. As discussed above, Community Tax offers both Investigation Services and
Resolution Services to its customers. The margin realized by Community Tax on the
provision of Resolution Services is significantly higher than the margin realized by
Community Tax on the provision of Investigation Services. The extension of deadlines and
suspension of collection activities reduced demand for Resolution Services, thereby
curtailing the historical margins previously realized by Community Tax.

Finally, following the acquisition of LoanMe by NextPoint, LoanMe experienced an
elevated rate of charge-offs as they continued to operate the business. This resulted in a
significant shortfall in cash compared to the amount required to fund the operations. Such
shortfall was exasperated by the unsustainable debt load following the LoanMe
acquisition.

Recognizing the need to restructure the NextPoint Group’s business and its debt load in
order to better position it for long-term success, in June 2022, LoanMe announced that it
would cease further loan originations and would only continue to service its outstanding
loans. In September 2022, in response to continuing financial difficulties, the NextPoint
Group determined that it needed to restructure its business to refocus its resources solely
on its Liberty Tax and Community Tax segments. The NextPoint Group accordingly
announced that it would be winding down the LoanMe segment on a go forward basis.
Such wind down efforts have been ongoing.
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In addition to winding down LoanMe, on September 30, 2022, the NextPoint Group
completed a strict foreclosure with BP SLL Trust, Series SPL-Il and BP SLL Trust, Series
SPL-3 (the “LoanMe SPE Warehouse Lenders”). Pursuant to the strict foreclosure, in
exchange for a release of all guaranty payment claims against LoanMe, (i) First Star
Credit, LLC, as designee of the LoanMe SPE Warehouse Lenders, received 100% of the
equity in the two related LoanMe special purpose entity (SPE) borrowers and (i) the
LoanMe SPE Warehouse Lenders received a $12.0 million promissory note of NPI Holdco
at a zero coupon, with an original maturity date of December 31, 2023. On February 27,
2023, NextPoint extended the maturity date and modified the repayment schedule and
applicable interest rate. The maturity date was extended to January 2, 2026, with the zero
coupon staying in place through maturity. The LoanMe special purpose entities
represented approximately 90% of LoanMe’s loan portfolio.

Finally, as discussed above, on November 1, 2022, NextPoint and the NP/LT Credit
Facility Agent, the NP Lenders and the LT Lenders entered into a Waiver and Amendment
to the NP/LT Credit Agreement, which, among, others, set the maximum revolving credit
facility commitment at $130.0 million and provided for a new $74.4 million term loan to LT
Holdco. Proceeds from the new LT Term Loan were used by the NextPoint Group to
provide additional working capital and to pay down the outstanding principal balance of
the NP Revolving Credit Loans drawn under the existing NP/LT Credit Agreement.

While the foregoing resulted in various positive financial and operational benefits for the
NextPoint Group, such efforts were not sufficient to address the NextPoint Group's
overleveraged financial position and cash flow constraints.

In May, 2023, The NextPoint Group became aware that they would fail to make the interest
payments due on May 15, 2023, and June 15, 2023, under the Community Tax Credit
Facility.

In order to address the prospective default under the Community Tax Facility, on or about
May 31, 2023, the applicable lenders under the Community Tax Facility agreed to forbear
from enforcing their rights under their credit agreement with regards to failed interest
payments due on May 15, 2023, and June 15, 2023 (the “First Community Tax
Forbearance”) for 90 days from May 31, 2023.

In June 2023, the NextPoint Group confirmed that they were unable to make the upcoming
July interest payments under both the NP/LT Credit Agreement and the Community Tax
Facility and, unless remedied, would be in default of their obligations thereunder.

In order to address such prospective defaults, NextPoint, all applicable subsidiaries and
the applicable lenders under each of the NP/LT Credit Agreement and the Community Tax
Facility executed forbearance agreements (collectively with the First Community Tax
Forbearance, the “Forbearance Agreements”) pursuant to which: (a) the NP/LT Credit
Facility Agent agreed to forbear from enforcing any rights and remedies under the NP/LT
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Credit Agreement until July 31, 2023; and (b) the agreed to forbear from enforcing rights
and remedies under the Community Tax Facility until July 31, 2023

Since execution of the Forbearance Agreements, the NextPoint Group has undertaken a
further in-depth review of strategic alternatives to explore restructuring options in order to
better position it for long term success and to maximize the value of its business for the
benefit of all stakeholders. To assist in such restructuring efforts, on July 11, 2023,
NextPoint. announced that it had appointed me as CRO. The ‘NextPoint Group also
retained Province, LLC and Province Fiduciary Services, LLC ("Province”) as financial
and restructuring advisor.

Urgent Need for CCAA Protection

83.

84.

85.

The NextPoint Group is insolvent and is in urgent need of CCAA protection in order to
provide business critical liquidity in the near term to address solvency issues and to
provide for an orderly sales process for the Petitioners and their assets. In the event CCAA
protection is granted, the NextPoint Group intends to apply for recognition thereof to the
United States Bankruptcy Court for the State of Delaware (the "U.S. Bankruptcy Court”)
under chapter 15 of title 11 of the United States Bankruptcy Code (the “Chapter 15
Proceedings”).

The NextPoint Group, with the assistance of the proposed monitor, FTI Consulting Canada
Inc. (the “Proposed Monitor”), has prepared cash flow projections for the period from July
14, 2023, to November 24, 2023 (the "Cash-Flow Statement”). A copy of the Cash-Flow
Statement is attached hereto as Exhibit “L”. Subject to the assumptions and qualifications
provided therein, the Cash-Flow Statement forecasts that the NextPoint Group will deplete
all available cash necessary for the ongoing operation of the business by the end of July,
2023. It is accordingly imperative to the ongoing operation of the NextPoint Group and the
preservation of the going concern value of the business that CCAA protection be granted,
and the NextPoint Group provided the necessary liquidity to continue as a going concern

“as it attempts to restructure for the benefit of its stakeholders.

As part of its efforts to restructure for the benefit of stakeholders, the NextPoint Group
commenced discussions in or about June 2023, with its primary secured lenders,
Basepoinf Capital (though its various wholly owned funding trusts comprising the NP/LT
Credit Facility Lenders and BP Debt lenders, collectively, the “BP Lenders”) and Drake
regarding the terms on which they would support a restructuring of the Petitioners. Both
the BP Lenders and Drake are original lenders to the NextPoint Group, having funded
significant portions of NextPoint's acquisition of both Liberty Tax and Community Tax and
their ongoing operations since acquisition. Both lenders have worked in good faith with
the NextPoint Group over the past years to address the NextPoint Group's declining
financial situation and better position it for long term success. Such efforts have included
the various amendments to the NP/LT Credit Agreement discussed above and the
Forbearance Agreements.
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The good faith, arm’s length negotiations between the NextPoint Group, the BP Lenders
and Drake were fruitful and, on July 25, 2023, the BP Lenders, NextPoint, NP Holdco,
various entities comprising Liberty Tax, Community Tax and various entities comprising
LoanMe (the “RSA Company Parties") executed a Restructuring Support Agreement (the
“‘RSA”").

The proposed restructuring of the NextPoint Group provided in the RSA is comprised of
the following significant aspects:

(a) the NextPoint Group will seek Court approval of a sale and investment solicitation
process by no later than August 4, 2023, subject to court availability, in the form
attached as Exhibit A to the RSA (as may be amended, restated, supplemented,
or otherwise modified from time to time, the “SISP”"), including a stalking horse
transaction (the “Stalking Horse Bid”) concerning certain assets of and equity
interests in the RSA Company Parties;

(b) the CCAA proceedings, SISP and Stalking Horse Bid will be recognized in the
Chapter 15 Proceedings; and

(c) the BP Lenders and Drake will provide the RSA Company Parties with a $25 million
debtor in possession financing facility on the terms contained in the term sheet
attached as Exhibit C to the RSA (as may be amended, restated, supplemented,
or otherwise modified from time to time, the “DIP Facility”) and the BP Lenders
will provide a further sixty-day deferral of the interest payment due July 1, 2023,
under the NP/LT Credit Agreement.

A copy of the RSA is attached hereto as Exhibit “M”. The specific terms of the RSA,
proposed SISP, Stalking Horse Bid and proposed DIP Facility are discussed further below.

Restructuring Support Agreement

89.

90.

91.

As discussed above, on July 25, 2023, the BP Lenders (various wholly owned funding
trusts of Basepoint Capital comprising the NP/LT Credit Facility Lenders and BP Debt
lenders) and the RSA Company Parties (NextPoint, NPI Holdco, various entities
comprising Liberty Tax, Community Tax and various entities comprising LoanMe) entered
into the RSA.

Under the terms of the RSA, the BP Lenders and the RSA Company Parties have agreed
to cooperate with each other in good faith and use commercially reasonable efforts with
respect to the pursuit, approval, implementation and consummation of the transactions
contemplated by the RSA (the “Restructuring”) as well as the negotiation, drafting,
execution and delivery of the Definitive Documents (as defined in the RSA) to implement
the Restructuring.

Under the-RSA, and unless inconsistent with the BP Lender’s obligations or rights under
the DIP Facility, the BP Lenders agreed, among other things, to:
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support the Restructuring and exercise any powers or rights available to it in favour
of any matter requiring approval to the extent necessary to implement the
Restructuring;

use commercially reasonable efforts to cooperate with and assist the RSA
Company Parties in obtaining additional support for the Restructuring from their
other stakeholders;

act in good faith and take all actions that are reasonably necessary or appropriate,
and all actions required by the CCAA Court and/or the US Bankruptcy Court, to
support and achieve the consummation of the Restructuring;

not exercise, or direct any other person to exercise, any right or remedy for the
enforcement, collection, or recovery of any claims or interests in the RSA Company
Parties, other than as set forth in the RSA; and

provide reasonably prompt written notice of the occurrence, or failure to occur, of
any event which would be reasonably likely to cause any representation of
warranty contained in the RSA to be untrue or inaccurate in any material respect,
any contained in the RSA not to be satisfied in any material respect, or any

. condition precedent contained in the Stalking Horse Purchase Agreement (as

defined below), the RSA, or a Definitive Document not to occur or become
impossible to satisfy.

In turn, subject to the terms of the RSA, the RSA Company Parties agreed, among other
things, to:

(a)

(b)

(c)

(d)

()

support and use commercially reasonable efforts to complete the Restructuring as
set forth in the Stalking Horse Purchase Agreement and the RSA,;

negotiate in good faith and execute and deliver the Definitive Documents and take
any and all steps reasonably necessary and appropriate in furtherance of the
Restructuring, the Stalking Horse Purchase Agreement, and the RSA,

take commercially reasonable efforts to complete the Restructuring in accordance
with each Milestone set forth in the RSA;

use commercially reasonable efforts to cure, vacate, reverse, set aside, or have
overruled any ruling or order of the CCAA Court, the US Bankruptcy Court, any
regulatory authority, or any other court of competent jurisdiction enjoining or
rendering impossible the consummation or substantial consummation of the
Restructuring;

pay the reésonable and documented fees and expenses of the BP Lenders and
the NP/LT Facility Agent incurred in connection with the Restructuring,
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operate the business of the RSA Company Parties in the ordinary course in a
manner that is consistent with the RSA;

prepare or cause to be prepared the applicable Definitive Documents and provide
draft copies of all documents that the RSA Company Parties intend to file with the
CCAA Court or the US Bankruptcy Court, in each case, to counsel to the BP
Lenders at least three (3) calendar days before such documents are to be filed
with the CCAA Court and/or the US Bankruptcy Court or as soon as practicable
thereafter:

provide the BP Lenders with a list of contracts the NextPoint Group propose to
disclaim within the CCAA proceedings within 10 calendar days (the "Disclaimer
List"). The Disclaimer List must be satisfactory to the BP Lenders, acting -
reasonably and the NextPoint Group shall remove or add such contracts to the
Disclaimer List as reasonably requested by the BP Lenders. Subject to prior written
confirmation from the BP Lenders that the Disclaimer List is satisfactory, all
contracts included therein will be disclaimed effective 31 days after entry of the
Vesting Order. In the event that the BP Lenders reasonably request in writing the
addition of any contract to the Disclaimer List from time to time thereafter, the
NextPoint Group will add any such contract and disclaim it within thirty-one (31)
days after such request is made. In the event that the BP Lenders request in writing
that the NextPoint Group immediately disclaim any contract on the Disclaimer List
after receipt thereof, the NextPoint Group will have three (3) days to respond to
such written request and, absent disagreement, will disclaim such contract
effective thirty-one (31) days thereafter. In the event of a disagreement regarding
any request for immediate disclaimer, the BP Lenders and the NextPoint Group
will work in good faith to resolve such disagreement, including through consultation
with the Monitor; andand

provide reasonably prompt written notice of the occurrence, or failure to occur, of
any event which would be reasonably likely to cause any representation of
warranty contained in the RSA to be untrue or inaccurate in any material respect,
any contained in the RSA not to be satisfied in any material respect, or any
condition precedent contained in the Stalking Horse Purchase Agreement (as
defined below), the RSA, or a Definitive Document not to occur or become
impossible to satisfy.

In addition, pursuant to the RSA, the RSA Company Parties agreed to provide on a
confidential basis:

(a)

to the legal counsel and financial advisor of the Monitor copies of any bona fide
written proposal for the sale, disposition, hew-money investment, restructuring,
reorganization, merger, amalgamation, acquisition, consolidation, dissolution, debt
investment, equity investment, liquidation, tender offer, recapitalization, plan of
reorganization, share exchange, business combination, or similar transaction
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involving any one or more RSA Company Parties, one or more of the RSA
Company Parties’ material assets, or the debt, equity, or other interests in any one
or more RSA Company Parties that is an alternative to or otherwise inconsistent
with the Restructuring (each, a, “Alternative Restructuring Proposal’) no later
than two (2) calendar days following receipt thereof by the RSA Company Parties
or their advisors;

to the legal counsel and financial advisors of the BP Lenders any Alternate
Restructuring Proposal that does not exceed $[281] million (the total amount of
secured debt currently owed to the BP Lenders by the NextPoint Group (no later
than two calendar days following receipt of such Alternative Restructuring Proposal
by the NextPoint Group or their advisors; and

such other information as reasonably requested by the BP Lenders’ and Monitor's
legal counsel and financial advisors or as necessary to keep the BP Lenders and
Monitor informed no later than two (2) calendar days after any such request or any
material change to the proposed terms of any Alternative Restructuring Proposal
and the status and substance of such discussions related thereto.

The RSA establishes the following milestones for the remainder of the CCAA and Chapter
15 Proceedings (as may be extended in accordance with the RSA):

RSA Company Parties shall commence proceedings
under the CCAA in the CCAA Court and obtained an Initial
Order in form and substance satisfactory to the BP
Lenders, acting reasonably

o

July 26, 2023

The foreign representative (the “Foreign July 26, 2023
Representative’) of the RSA Company Parties shall have
commenced the Chapter 15 Proceedings and sought a
temporary restraining order in the U.S. Bankruptcy Court
to provide “stay” relief pending entry of the Initial Order
Recognition Order (as defined below)

RSA Company Parties shall serve an application for July 27, 2023

approval of the SISP

Foreign Representative shall file a motion with the U.S. 2 business days after
Bankruptcy Court for entry of an order recognizing and entry of the Initial Order

enforcing the Initial Order

RSA Company Parties shall obtain an order from the August 4, 2023
CCAA Court approving the SISP, subject to Court
availability
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The Foreign Representative shall file a motion with the
U.S. Bankruptcy Court for an order recognizing and
enforcing the SISP Order

2 business days after
entry of the SISP Order

The Foreign Representative shall obtain an order
recognizing and enforcing the Initial Order (the “Initial
Order Recognition Order”)

August 25, 2023

The Foreign Representative shall obtain an order
recognizing and enforcing the SISP Order (the “"SISP
Recognition Order”)

August 28, 2023

RSA Company Parties shall obtain a vesting order from
the CCAA Court , subject to Court availability

September 15, 2023 if
not LOls are received by
the LLOI Deadline;
October 6, 2023, if no
Qualified Bids are
received by the Qualified
Bid Deadline; or

9 days after the
completion of the Auction

The Foreign Representative shall file a motion with the
U.S. Bankruptcy Court for an order recognizing and
enforcing the vesting order

2 business days after
entry of the Vesting
Order

The Foreign Representative shall obtain the Vesting
Recognition Order

14 days after the entry of
the Vesting Order

The Restructuring shall close, provided that to the extent
the only condition to the closing of the Restructuring that
remains outstanding is the receipt of regulatory
approval(s), the Outside Date shall automatically be
extended for another 60 days

14 days after the date
that the Foreign
Representative obtains
the Vesting Recognition
Order (the “Initial
Outside Date”) or such
later dates as may be
determined by the
Required Consenting BP
Lenders on written notice
to the other Parties (the
“Outside Date”)

The RSA fnay be terminated by mutual written agreement by the BP Lenders and the RSA

Company Parties, or:
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(a) unilaterally by the BP Lenders, acting reasonably, upon the occurrence of certain
specified events, including (i) the failure of the RSA Company Parties to meet any
of the milestones under the RSA, (ii) the termination of the Stalking Horse
Purchase Agreement; (iii) if the CCAA Proceedings are dismissed, terminated,
stayed, modified, or converted to a proceeding under the Bankruptcy and
Insolvency Act (Canada) or the Winding-Up and Restructuring Act (Canada), (iv)
if the U.S. Bankruptcy Court enters an order dismissing the Chapter 15 Proceeding
(or any portion thereof) or appointing a trustee or an examiner with expanded
powers, (v) if any condition precedent contained in the RSA or any of the Definitive
Documents becomes incapable of being satisfied, (vi) the RSA Company Parties
request or the CCAA Court grants any amendments or modifications to the SISP
Order that are not acceptable, or (vii) a failure by the RSA Company Parties to pay
the fees and expenses of the BP Lenders and the NP/LT Facility Agent; or

(b) unilaterally by the RSA Company Parties upon the occurrence of certain specified
event, including (i) the failure to meet any of the milestones under the RSA unless
such failure is the result of an act, omission or delay on the part of the RSA
Company Parties, (i) the determination, upon the advice of outside legal counsel
and financial advisors, by the board of directors, board of managers, or such
similar governing body of any RSA Company Party, that proceeding with the
Restructuring would be inconsistent with the exercise of its fiduciary duties or
applicable law, or (iii) any party terminates its obligations under the RSA and such
termination renders the Restructuring incapable of consummation or materially
changes the overall economic terms of the Restructuring in @ manner that is
adverse to the BP Lenders.

The NextPoint Group intends to seek approval of the RSA and authorization to perform its
obligations thereunder at the comeback hearing. In the NextPoint Group’s view, the RSA
represents an important development in their ongoing efforts to restructure. The RSA
facilitates consensus with the Petitioners’ most significant secured creditors and facilitates
access to the DIP Facility, a further deferral of interest payments, and the certainty and
stability provided to the SISP by the Stalking Horse Transaction.

Proposed SISP and Stalking Horse Bid

97.

a) Proposed SISP

The Petitioners intend to seek approval of the proposal SISP at the comeback hearing
which, together with the Stalking Horse Transaction, will establish a process to canvass
the market for the best possible transaction for the sale of all or substantially all of the
Petitioners’ property for the benefit of stakeholders. The approval by the CCAA Court of
the SISP in the form attached as Exhibit A to the RSA and entry by the U.S. Bankruptcy
Court of the SISP Recognition Order are each milestones under the RSA. A copy of the
SISP is also attached hereto as Exhibit “N”.
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The NextPoint Group has developed the proposed SISP in consultation with the Proposed
Monitor and the BP Lenders. The SISP sets out the manner in which: (a) binding bids for
executable transaction alternatives that are superior to the sale transaction to be provided
for in the Stalking Horse Purchase Agreement involving the shares and/or the business
and assets of the NextPoint Group will be solicited from interested parties; (b) any such
bids received will be addressed; (c) any Successful Bid (as defined below) will be selected;
and (iv) Court approval of any Successful Bid will be sought. Such transaction alternatives
may include, among other things, a sale of some or all of the NextPoint Group's shares,
assets and/or business and/or an investment in the NextPoint Group.

Pursuant to the proposed SISP, interested parties must enter into a non-disclosure
agreement in form and substance satisfactory to the NextPoint Group and submit a letter
of intent to bid (each, an “LOI") that identifies the potential purchaser and a general
description of the assets and/or business(es) of the NextPoint Group that would be the
subject of the bid and that reflects a reasonably likely prospect of culminating in a Qualified
Bid (as defined below), as determined by the NextPoint Group in consultation with the
Monitor by September 8, 2023 (the “LOI Deadline”). If, by the LOI Deadline, no LOI has
been received, the SISP will be terminated and the Stalking Horse Transaction will be the
Successful Bid (as defined below) and, subject to the Court issuing the Vesting Order, will
be consummated in accordance with the RSA and the Stalking Horse Transaction
Agreement.

In order to constitute a Qualified Bid, each bid must:

(a) provide for (i) payment in full in cash on closing of the DIP Facility, the Expense
Reimbursement, the Break-up Fee, plus cash consideration equal to at least $1
million, (i) the payment in full in cash on closing of all claims with respect to the
NP Revolving Credit Loans (the “BP NP-Liberty Claims”), along with any related
interest, fees or other obligations, or the assumption of the BP NP-Liberty Claims,
(iii) the payment in full in cash on closing the sum of all amounts secured by each
Intercompany Charge in favour of each Intercompany Lender that is not acquired
pursuant to the bid,; and (iv) the payment in full in cash on closing of any claims
ranking in priority to the claims set forth in subparagraphs (i) - (iii), unless otherwise
agreed to by the applicable holders thereof in their sole discretion;

(b) provides a detailed sources and uses schedule that identifies, with specificity, the
amount of cash consideration (the “Cash Consideration Value®) and any
assumptions that could reduce the net consideration payable;

(c) be reasonably capable of being consummated within 30 days after completion of
the Auction (as defined below) if selected as the Successful Bid,

(d) contain duly executed binding transaction documents, certain defined information

regarding the bidder, a redline to the Stalking Horse Purchase Agreement (unless
the bid is in the form of a plan of arrangement, in which case copies of the plan of
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arrangement and all documentation that is contemplated to be executed in
connection therewith), evidence of authorization and approval from the bidder’s
board of directors, disclosure of any connections or agreements with the NextPoint
Group, and such other information reasonably requested by the NextPoint Group
or the Monitor;

includes a letter stating that the bid is submitted in good faith, is binding and is
irrevocable until the selection of the Successful Bid;

provides written evidence of a bidder’s ability to fully fund and consummate the
transaction and satisfy its obligations under the transaction documents;

does not include any request for or entitlement to any break fee, expense
reimbursement or similar type of payment;

is not condition upon approval from the bidder's board of directors or equity
holders, the outcome of any due diligence by the bidder or the bidder obtaining
financing;

includes an acknowledgment and representation that the bidder has had an
opportunity to conduct any and all required due diligence prior to making its bid;

specifies any regulatory or other third-party approvals the party anticipates would
be required to complete the transaction,

includes full details of the bidder's intended treatment of the NextPoint Group’s
employees under the proposed bid,

is accompanied by a cash deposit (the "Deposit”) by wire transfer of immediately
available funds equal to 10% of the Cash Consideration Value;

includes a statement that the bidder will bear its own costs and expenses in
connection with the proposed transaction; and

is received by 11:59 p.m. Eastern Daylight Time on September 29, 2023 (the
“Qualified Bid Deadline”).

If one or more Qualified Bids (other than the Stalking Horse Transaction) has been
received by the NextPoint Group on or before the Qualified Bid Deadline, the NextPoint
Group will proceed with an auction process to determine the successful bid(s) (the
“Auction”). The Auction will be conducted in accordance with the requirements and
process appended at Schedule “A” to the SISP. The successful bid(s) selected within the
Auction shall constitute the “Successful Bid”. '

Following selection of the Successful Bid and finalization of all definitive agreements, the
NextPoint Group will apply to the CCAA Court for an order or orders approving such
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Successful Bid and/or the mechanics to authorize the NextPoint Group to complete the
transactions contemplated thereby, as applicable, and authorizing the NextPoint Group
to: (a) enter into any and all necessary agreements and related documentation with
respect to the Successful Bid; (b) undertake such other actions as may be necessary to
give effect to such Successful Bid, and (i) implement the transaction(s) contemplated in
such Successful Bid.

All Deposits paid in accordance with the SISP will be retained by the Monitor in a
noninterest-bearing trust account. If a Successful Bid is selected and either the Vesting
Order or an Implementation Order is granted, any Deposit paid in connection with such
Successful Bid will be non-refundable and applied to the cash consideration to be paid in
connection with the Successful Bid (or be dealt with as otherwise set out in the definitive
agreements(s)). Any Deposit delivered with a Qualified Bid that is not selected as a
Successful Bid, will be returned to the applicable bidder as soon as reasonably practicable
after the Successful Bid is approved by Vesting Order or Implementation Order, as
applicable, or such earlier date as may be determined by the NextPoint Group, in
consultation with the Monitor.

The proposed SISP requires the NextPoint Group to provide information in respect of the
SISP to the BP Lenders on a confidential basis, including copies of any LOIs or bids
received (including any Qualified Bids) no later than one day following receipt thereof, and
any other information reasonably requested by the BP Lenders or its legal or financial
advisor or which may be necessary to keep the BP Lenders informed (including any
material changes to the proposed terms of any bid received, including any Qualified Bid).

A summary of the significant dates and processes within the proposed SISP is as follows:

CCAA Court approval of SISP and authorizing the | August 4, 2023
applicable NextPoint Group entities to enter into
the Stalking Horse Purchase Agreement, and
commencement by NextPoint Entities of
solicitation process

LOI Deadline September 4, 2023
Qualified Bid Deadline September 25, 2023

Deadline to determine whether a bid is a Qualified | September 26, 2023
Bid and, if applicable, to notify those parties who
submitted a Qualified Bid of the Auction

Auction September 27, 2023




106.

b)

107.

108.

-26 -

el

Vesting Order or Implementation Order’ September 15, 2023 — If no LOl is

submitted
October 6, 2023 — if no Auction
proceeds

No later than 9 days after
completion of the Auction — if an
Auction proceeds

The NextPoint Group is of the view that the timelines set out in the proposed SISP are
appropriate, will allow interested parties to participate in the SISP, and will provide an
appropriate test for whether the Stalking Horse Transaction delivers the best possible
result for stakeholders. The NextPoint Group is also of the view that the proposed SISP
provides a fair and reasonable process that will adequately canvass the market. In my
experience and based on my knowledge of the NextPoint Group’s business, | am of the
view that the timelines and terms in the proposed SISP are fair, reasonable and
appropriate in the circumstances, and provide sufficient time to allow interested parties to
fully participate in the SISP (to the extent desired). In the NextPoint Group's view the
proposed SISP should be approved the CCAA Court at the comeback hearing and as part
of the Amended and Restated Initial Order.

Stalking Horse Transaction

The SISP is proposed to be backstopped by the Stalking Horse Transaction. The Stalking
Horse Transaction, together with the RSA and the SISP, is the culmination of good faith
discussions and negotiations between the Petitioners and the BP Lenders. A copy of the
Stalking Horse Purchase Agreement is attached hereto as Exhibit “O”.

The Stalking 