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APPLICANTS

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

INTRODUCTION

1. On April 14, 2014, Regional Senior Justice Morawetz granted an Initial Order
pursuant to the Companies Creditors Arrangement Act (Canada), as amended
(the “CCAA”) to The Cash Store Financial ServicesInc. (“CSF”), 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, the* Applicants’ or “Cash Store”) providing protections to the
Applicants under the CCAA, including a stay of proceedings until May 14, 2014
(as extended from time to time, the “ Stay”), and appointing FT1 Consulting
Canadalnc. (the “Monitor”) as CCAA monitor.

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

On April 30, 2014, Regional Senior Justice Morawetz granted an order providing
additional protections for third party lenders, specifically relating to repayments
of loans bearing the name of, attributable to, or assigned to 0678786 B.C. Ltd.
(“McCann”) and Trimor Annuity Focus Limited Partnership #5 (“Trimor™), and

requiring the Applicants to maintain a $3 million minimum cash balance.

On May 13, 2014, Regional Senior Justice Morawetz granted an order, among
other things, extending the Stay to May 16, 2014, approving a Key Employee
Retention Plan and related charge, and approving the cessation of the Applicants
brokered loan businessin al jurisdictions in which it was then carried out and
authorizing the CRO, in consultation with the Monitor, to conduct an orderly

cessation of such business.

On May 17, 2014, Regiona Senior Justice Morawetz granted an order, among
other things extending the Stay to June 17, 2014 and approving an Amended and
Restated Term Sheet providing for a DIP Facility (the “Amended Joint DIP
Facility”) by the following lenders (together, the “DIP Lenders’): Coliseum,
Alta Fundamental Advisers, LLC and certain members of the ad hoc committee

(the “Ad Hoc Committee”) of the Applicants 11 1/2% senior secured notes.

On June 11, 2014, motions brought by McCann and Trimor and a cross-motion of
the DIP Lenders were heard but not completed. The continuation of such
motions, together with a motion for appointment of representative counsel,
previously scheduled for June 11, 2014 but not heard on that date, have been
scheduled for June 16, 2014, together with the CRO’s motion for an extension of
the Stay and approval of a Sale Process Order (defined below).
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The purpose of this Seventh Report is to provide the Court with information
regarding the following:

@ the ongoing M&A Process (defined below) and request for a Sale Process
Order;

(b) DIP Financing — i) exercise of the Extension Option; and ii) interest
calculationsin respect of theinitial DIP Financing; and

(c) the requested extension of the Stay to August 15, 2014.

TERMS OF REFERENCE

8.

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

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

forecast and such variations may be material.

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

SALE PROCESS

10.

As previously reported, prior to the start of the CCAA Proceedings, Rothschild
Inc. (*Rothschild”) commenced a mergers and acquisitions process to seek asale
or significant investment in Cash Store (the“M & A Process’). Inthe Amended
& Restated Initial Order, the Court authorized Rothschild to “continue the



11.

12.

13.

14.

mergers and acquisitions process as described in the Carlstrom Affidavit, in

consultation with the Monitor”.

Also as previously reported, the deadline for letters of interest was extended from
May 23, 2014 to June 3, 2014 at which time Rothschild received a number of
letters of interest. The letters of interest received were reviewed by Rothschild
and the CRO, in consultation with the Monitor.

Several interested parties were subsequently selected to advance to the next phase
of the M&A Process in which they will be granted access to further due diligence
materials and will be offered the opportunity to meet with the CRO, Rothschild
and Cash Store senior management and such other parties as the CRO or

Rothschild may arrange.

As the parties enter this next phase of the M& A Process, the CRO has brought a
motion for an order approving the proposed M& A process going forward (the
“Sale Process Order”). The draft Sale Process Order attaches a proposed sale
process, which is attached as Exhibit E to the Affidavit of William Aziz sworn
June 12, 2014 (the “ Sale Process’). The Sale Process was developed by the CRO
in consultation with Rothschild, the Monitor, the DIP Lenders and the Ad Hoc

Committee.

Among key terms in the Sale Process are the following:

Bid Deadline 5:00 p.m. July 11, 2014

(which may be extended by the CRO, in consultation with
Rothschild and Houlihan Lokey Capital, Inc. (“Houlihan”),
and with the consent of the Monitor)

Bids and Deposits Bids must, among other things, provide evidence of
corporate authority and proof of the bidder’ s ability to
financially perform the transaction and,

¢ Inthe case of apurchase, must include, among other
things, an authorized and executed purchase
agreement in the form of purchase agreement to be
provided to bidders as part of the sale process,
together with a mark-up, and accompanied by a
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refundable deposit in an amount equal to 10% of the
purchase price,

e Inthecase of abid that is not a purchase, must
include such authorized and executed documents
and deposit as the CRO and Monitor, in consultation
with Rothschild and Houlihan, may accept.

Deposits will be applied to the purchase price to be paid in
relation to the Successful Bid (defined below), if thereis one
approved by the Court. Deposits to biddersthat do not have
the Successful Bid are to be returned within 10 business
days of the date upon which the Successful Bid is approved
by the Court or within 10 business days of the date the Sale
Processisterminated if thereis no Successful Bid (subject to
the next sentence). If a Successful Bidder breachesits
obligations under the terms of the Sale Process, its Deposit
isforfeited asliquidated damages.

Qualified Bids

Must be submitted by a Qualified Bidder on or before the
Bid Deadline and must comply with the requirements set out
in paragraph 7 of the Sale Process including that it:

e isirrevacable until the business day after closing of
the Successful Bid,;

e includeswritten evidence of afirm, irrevocable
commitment for financing or other evidence of
ability to consummate the proposed transaction;

e includesadetailed list of property included in the
sae;

e includes details of employeeswho will become
employees of the bidder, with terms and conditions
of employment;

e includesdetails of liabilities to be assumed;

e isnot conditional on, among other things,
unperformed due diligence or obtaining financing;

e fully discloses persons or entities sponsoring or
participating in the bid;

e outlines anticipated regulatory and other approvals
required to close and anticipated time frame and
impediments for obtaining such approvals;

e identifies contractsto be acquired and identifies
contracts that must be assigned or assumed as a
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condition to closing;

e providesatimelineto closing with critical
milestones;

e contains other information reasonably requested by
Rothschild, the CRO or the Monitor; and

e includes an acknowledgement and representation in
the form set out (that the bidder hasrelied on its
own independent review and did not rely on any
statements or representations except as expressly
stated in the purchase and sale agreement).

Compliance with one or more of these requirements may be
waived by Rothschild and the CRO with the consent of the
Monitor and in consultation with Houlihan.

Successful Bid

Rothschild and the CRO, with the consent of the Monitor
and in consultation with Houlihan will consider Qualified
Bids received and may accept one Qualified Bid (the
“Successful Bid”) or continue negotiations with a number of
Qualified Bidders (the “ Selected Bidders’) with aview to
finalizing an agreement with one of them to become the
Successful Bid.

Evaluation Criteriafor
Successful Bid

The evaluation criteriafor the Successful Bid may include
(but are not limited to) the criteria set out in paragraph 10 of
the Sale Process, which includes, among other things, the
purchase price and net value, terms of the transaction
documents, planned treatment of stakeholders and
employees, timing and other factors affecting the speed,
certainty and value of the transaction (including regulatory
approvals and other conditions required to close the
transaction).

Rothschild and the CRO are under no obligation to accept
the highest or any other offer, and the selection of the
Selected Bids and Successful Bid isin the discretion of
Rothschild and the CRO, in consultation with Houlihan, and
subject to the consent of the Monitor.

Credit Bid

Pursuant to paragraph 17 of the Sale Process, in the event a
Successful Bid is not obtained, nothing in the Sale Process
prejudices the rights of secured creditors of the Applicantsto
credit bid for any assets of the Applicants subject to any
such secured creditors security interests.

Approva Motion

The CRO will apply for an order approving the Successful
Bid and authorizing the Applicants to enter other necessary
agreements and undertake other necessary or appropriate
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15.

actions to give effect to the Successful Bid, or for an order
approving such alternative process as the CRO, in
consultation with Rothschild and Houlihan, and the consent
of the Monitor, deem appropriate in the circumstances.

It is expected that a Successful Bid will either proceed by
way of Court approval of the sale or by way of plan of
compromise or arrangement (in which case an order would
be sought authorizing the CRO to file a plan of arrangement
and call ameeting of creditors).

The Approval Mation isto be held on adate to be scheduled
by the Court upon application by the CRO.

Amendmentsto Sale
Process

There will be no amendments to the Sale Process without the
consent of the CRO, the Monitor and Houlihan, or in the
absence of such consent, Court approval.

The Amended Joint DIP

Facility provides certain parameters for completion of

the M&A Process. This includes that a Sale Process Order is to be obtained by
June 17, 2014. Assuming that the Sale Process Order is obtained at the hearing

requesting such an order on June 16, 2014, the timeline for other parametersin the

Amended Joint DIP Facility includes the following:

No later than August 15,
2014

(60 days after Sale Process
Order)

Sale Approval Order (to the extent proceeding by way of a
sale) or order authorizing the Applicantsto file a plan of
arrangement and call a meeting of creditors (the “Plan
Filing and Meeting Order™) (if proceeding by way of a
plan of arrangement).

No later than September 14,
2014

(30 days following the Plan
Filing and Meeting Order)

Sanction Order obtained (to the extent proceeding by way
of aplan of arrangement)

No later than October 14,
2014

(60 days after the Sale
Approval Order and 30
days after the Sanction
Order)

Closing of a sale transaction (to the extent proceeding by
way of asae) or implementation of aplan (to the extent
proceeding by way of a plan of arrangement).




16.

17.

18.

The Monitor is of the view that the Sale Process Order will provide transparency
in the Sale Process and will assist in providing for an orderly and efficient Sale

Process, with the goal of maximizing value for Cash Store’ s stakeholders.

The Monitor is mindful of the fact that the Sale Process has been developed in
consultation with the DIP Lenders and the Ad Hoc Committee, who are

supportive of this process and the timelines set out therein.

The Monitor is of the view that the Sale Process and timeline set out in the Sale
Process Order are reasonable in all of the circumstances. The Monitor therefore

supports the CRO’s motion for approval of the Sale Process Order.

DIP FINANCING AND INTEREST CALCULATION

19.

20.

21.

Amended Joint DIP Facility — Exercise of Extension Option

As noted above, the Amended Joint DIP Facility was approved on May 17, 2014.
The availability under the Amended Joint DIP Facility totals $14.5 million with a
$2 million extension option, consisting of the initial tranche of $8.5 million
(which was provided under the Initial DIP, approved on April 15, 2014, and
repaid on May 9, 2014) and an additional commitment of $6 million with a $2

million extension option (the “Extension Option™).

As contemplated in the cashflow forecast attached to the Fourth Report, the
Applicants have made the following draws pursuant to the Amended Joint DIP
Facility at this time: $3 million during the week ending May 23, 2014 and $3
million during the week ending June 6, 2014.

Pursuant to the Amended Joint DIP Facility, the Applicants may request, and the
DIP Lenders “may provide’ the Extension Option (an additional aggregate
commitment of $2 million, which shall mature together with the other
commitments provided under the Amended Joint DIP Facility on the terms set
forth therein). No DIP Lender is obligated to participate in the Extension Option

and, to the extent a DIP Lender elects not to participate, its right to provide
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22.

23.

commitments under the Extension Option may be exercised by other DIP Lenders
on the terms set out in the Amended Joint DIP Facility.

Attached hereto as Schedule “ 1” is a cashflow forecast for the period of the week
ending June 6 to the week ending August 29, 2014 (the “Cashflow”). The
Cashflow reflects that the Applicants are expected to exercise the Extension
Option and assumes that adraw of $2 million is funded during the week ended
June 20, 2014. The Monitor understands that the CRO has or will shortly exercise
the Extension Option and the Monitor has asked counsel to the DIP Lendersto
provide confirmation (in advance of the June 16, 2014 hearing) that the DIP
Lendersintend to provide the additional commitment of $2 million pursuant to
that request. If the Extension Option is not exercised or funded, as requested, the
Cashflow indicates that the Applicants will not have sufficient funds for
operations during the week ended August 1, 2014.

Initial DIP — Interest Calculations

As previoudly reported, the Monitor has reviewed the fees and interest paid by the
Applicants with respect to the Initial DIP, which consisted of two draws — an
initial $5 million draw and a subsequent $3.5 million draw — and has engaged in
discussions with the CRO and the Initial DIP Lenders in relation thereto. At this
stage, while there remains some disagreement as to whether the fees and interest
paid with respect to the Initial DIP exceeded 59.9%, the Initial DIP Lenders have
agreed to provide a resolution to propose to the Court notwithstanding such
disagreement. At this stage, the CRO, Initial DIP Lenders and Monitor are in
discussions regarding the form of that resolution. The Monitor expects to report
again in relation thereto.

STAY EXTENSION

24,

The Applicants have requested an extension of the Stay to August 15, 2014.
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25.

26.

27.

28.

Provided that the Extension Option is exercised and funded, the Cashflow
attached hereto demonstrates that the Applicants are projected to have
sufficient liquidity to continue operations without further financing until at
least during the week ended August 15, 2014.

The Applicants, under the supervision and direction of the CRO, appear to be
working with due diligence and in good faith to address numerous issues in these
CCAA Proceedings, including taking steps to conduct the M& A Process
described above, the steps described herein and in the Sixth Report of the Monitor
dated June 6, 2014, and the steps set out in the Affidavit of William E. Aziz dated
June 12, 2014.

The proposed extension of the Stay to August 15, 2014 would extend the Stay
beyond the deadline for bids in the Sale Process of July 11, 2014 and to the date
prescribed in the Amended Joint DIP Facility for obtaining a Sale Approval Order
(to the extent proceeding by way of asale) or Plan Filing and Meeting Order (to
the extent proceeding by way of a plan of arrangement). The Monitor believes
that thistiming is appropriate and sensible, provided that sufficient cashflow (in

the form of the Extension Option funding) is available.

Accordingly, the Monitor recommends that this Court grant the Stay extension to
August 15, 2014 as requested by the Applicants on the expectation that the
Extension Option will be exercised and funded. If the Extension Option is not
exercised and funded as anticipated, the Monitor will report to the Court promptly
to seek further direction.
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The Monitor respectfully submits to the Court this Seventh Report.

Dated this 13" day of June, 2014.

FTI Consulting Canada Inc.

The Monitor of

The Cash Store Financial Services Inc.
and Related Applicants

A% wg

Greg Watson
Senior Managing Director
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Schedule®1” — Cashflow Forecast
(for the period of the week ending June 6 to the week ending August 29, 2014)
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