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1 Toronto, Ontario
2 --- Upon commencing on Wednesday, August 5, 2015
3 at 10:03 a.m.

4 AFFIRMED: Les Vowell

5 CROSS-EXAMINATION BY MS. KIMMEL:

6 Q. Good morning, Mr. Vowell.
7 We are here today to ask you

8 some questions about two affidavits that you have
9 sworn, and I just want to confirm that you have
10 got those in front of you. There is an affidavit
11 that you swore on July 13th and ancther one that
12 you swore on July 21st of this year; is that

13 right?

14 A. That's correct.

15 Q. And I take it you had an
16 opportunity to review those affidavits before you
17 swore them?

18 A. Yes, I did.

19 Q. And have you reviewed
20 them again before coming here today?
21 A. I reviewed them last
22 night.

23 Q. And do you have anything
24 that you would like to correct or change?

25

A. No, I don't. No.
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Q. Now, if you could take a
look at the July 21st affidavit, and that's in

something called a Responding Motion Record, I

believe.
A. Okay .
Q. You have that?
A. I think so, one second

here. Responding July 21st, vyes.

Q. Okay. And just, I just
want to ask you some questions about your position
and I thought this would be helpful to have it in
front of you.

A. Okay .

Q. It says here that yéu are
the managing director of RBC Capital Markets; is
that right?

A. That's correct. Though I
should clarify, "Capital Markets" is really like a
trade name, if you will. So the loan is booked
under Royal Bank of Canada. And that is who I
work for is the Royal Bank of Canada, but my
business card will have "Capital Markets" on it.

Q. Okay, and that is one
thing I just wanted to clarify.

So when you say you are



1 swearing the affidavit on behalf of the Royal Bank
2 of Canada, as you do in paragraph 2, you hold a
3 position with the Royal Bank of Canada?
4 A. That is correct.
5 10 Q. And you say that you have
6 responsibility for "this account". I take it what
7 you mean by "this account" is both the first lien
8 loan and the second lien loan that the Royal Bank
9 of Canada has with the Applicants?
10 A. I think that is correct,
11 with my activity focused on second lien. I think
12 it's fair to say that I have not participated in
13 first lien meetings, nor steering committee
14 meetings and the only response, I believe, I have
15 given to any request for documents was a lack of
16 regsponge for the loan support agreement.
17 So I don't believe, from a
18 first-lien perspective, I have done anything else
19 on that side.
20 11 Q. When you say, as you say
21 in paragraph 1, "with responsibility for this
22 account", I take it what you are now sort of
23 qualifying is that your responsibility is only
24 with respect to the second lien loan?

25

A. No, no, the entire credit
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12

13

14

15

16

facility is within my responsibility, but all my
activities have been focussed on the second lien

not on the first lien.

Q. But you still have
responsibility --

A, Yes.

Q. -- for both?

A. For both.

Q. I am just going to say

this,rbecause I don't want the Court reporter to
get super annoyed with us, if you could just let
me finish my questions before you answer, even if
you know where I am headed, it will just be easier
for her. Okay?

A. Okay.

Q. So 1s there somebody else
at Royal Bank who is more responsible than you or
who has been more active in respect of the first
lien loan?

A. No.

Q. Okay. Are there people
in Canada who are involved in these loans?

A. Ray Chang, who will be
the first person to review my credits. And then

the size of the credit is outside his limit, so



1 Bruce Campbell, who was the senior VP at the time,
2 would be the signing authority on that -- or the

3 final signing authority.

4 17 ‘ Q. And, again, they both are
5 with ~-- in terms of their regponsibilities, when
6 you talk about the "credit", you are talking about
7 both the first lien and second lien facilities?

8 A. That is correct.

9 18 Q. When did you become
10 regponsible for "this account", as you say?
11 A. October 2012.
12 19 Q. And did you take that
13 over from somebody else?
14 Al Yes. It was managed down
15 here Bill Caggiano, he was the account manager or
16 the senior manager on the file.
17 20 Q. And what led to you
18 taking over?

19 A, There was a sale of the
20 Second Lien Note by the field, I think they sold a
21 $5 million tranche, they sold it at 65 cents on
22 the dollar. When a -- from an accounting
23 perspective, if you trade a lcocan below 90 cents,
24 it is deemed to be, at the time, a loan loss, and

25

the entire book has to be marked to market to 65
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cents, or the second lien, I should say.

And then in October, in the
October credit, that is where you will see the
recommendation from PCL of I think it was $55
million, and that reflects the mandatory provision
we had to take at that time.

Q. And I take it you took it
over at that time because you specialize in
problem loang, if I can put it that way?

A. Well because the field
inadvertently created a loan loss, they have no
authority to do that and so automatically that
moves over to me. So, yes, when the loans go bad,
if you will, they move to me.

Q. Okay .

MR. FINNIGAN: We like to call
them special.

MS. KIMMEL: Everybody is so
sensitive.

(Laughter)

BY MS. KIMMEL:

Q. I take it because of what
you specialize in, if I can put it that way, you
have some experience with litigation and

insolvency proceedings relating to loans and
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1 restructurings of loans?
2 A. Surprisingly not.
3 Actually 34 years of banking, this is the first
4 time.
5 24 Q. Really? All right. So
6 you, I guess, will pride yourself, then, in your
7 guccess at negotiating out of those situations; is
8 that fair to say?
9 A. I don't think -- I have
10 never been to trial before.
11 25 Q. Right.
12 A. So this is the first
13 time. So it isn't -- I like to think that I am a
14 reasonable person and that we can, we come to
15 conclusiong that are acceptable to everybody.
16 26 Q. So that i1s what I mean.
17 You sort of pride yourself in your ability to
18 negotiate your way out of those litigation
19 situations --
20 A. Yes.
21 27 Q. -- correct?
22 A. I think negotiate a
23 mutually accepted compromise.  Because, like T
24 said, litigation I haven't been involved in

25

before.
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28 Q. But I take it you always
understand that if you can't negotiate a mutually
acceptable compromise or settlement that

litigation is a prospect?

A. Bankruptcy is a prospect,
yes.
29 Q. Insolvency proceedings?
A. Yes, yes.
30 - Q. Okay. So in this same

affidavit that we were just looking at, the
July 21st affidavit, if we can just look at
paragraph 2 for a minute. I just want to focus on
one aspect of what you say here.

A. Um-hmm.

31 Q. You say the affidavit is
sworn on behalf of Royal Bank of Canada, you say,
in response to a motion which you describe as the
sale motion brought by the Applicants; do you see
where I am reading from?

A. Yes.

32 Q. So I just want to focus

on the word "resgponse", 1f I could, for a moment.
My understanding is that the
Royal Bank of Canada is taking no position on the

sale approval aspect of the Applicants' motion,

11
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1 neither consenting nor opposing; is that your

2 understanding?

3 A. That's my understanding.
4 33 Q. Okay.

5 A. At this time. I should

6 gqualify that.

7 34 Q. Now just dealing with

8 some of -- you have desgcribed, if you look at the
9 rest of paragraph 2 which starts on the next page,
10 you have described the various aspects of the
11 relief that's being sought by the Applicants on
12 this motion, and I would just like to look at one
13 particular aspect of it, if we could, it's
14 subparagraph G of paragraph 2 of your affidavit,
15 but it is actually on page 3.
16 And is this in your list of
17 things that are being sought on the motion --
18 A. Um-hmm.

19 35 Q. -- and this description
20 is, if I can just summarize it, in connection with
21 a release of claims as between and among various
22 parties including the First Lien Agent, the
23 Applicants, the First Lien Lenders and various
24 officers, directors, employees, advisors, et

25 cetera; do you see that?
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A. Yes.

36 Q. Now just so I understand
the bank's position, is the bank opposing the
granting or ordering of that release?

MR. FINNIGAN: I am sorry, can
you just repeat your question?

BY MS. KIMMEL:

37 Q. Is the bank opposing the
granting or ordering of that release?

MR. FINNIGAN: Yes, is the
answer.

BY MS. KIMMEL:

38 Q. And is the basis for the
opposition of that request that the bank would
like to preserve its position with respect to the
amounts that are being claimed and the relief
being claimed in its motion that's also returnable
on the 13th of August?

MR . FINNIGAN: Well that's
really, that's a factual guestion. The position
that we take will be set out in the factum that
will be prepared after these examinations are
completed. 8So I don't really know that's a
question for the witness.

BY MS. KIMMEL:

13
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1 39 Q. There is a question for
2 the witness in here, and I will just cut straight
3 through it so you can tell me if you are prepared
4 to answer it or not.
5 I would like to know what
6 claims or matters RBC is seeking to preserve by
7 way of its opposition to this release? Is it
8 opposed to it because it doesn't want to
9 participate in this release and is it because
10 there are certain underlying claimg that it is
11 seeking to preserve?
12 MR. FINNIGAN: It's not
13 appropriate, in our view, the argument would be to
14 have such a release where there is not a plan.
15 BRY MS. KIMMEL:
16 40 Q. So that is a legal
17 position?
18 MR. FINNIGAN: That's the
19 legal position that we will be asserting, yes.
20 BY MS. KIMMEL:
21 471 Q. And I want to know,
22 though, just as a factual matter, does RBC object
23 to its inclusion in that release because it is
24 seeking to preserve certain of its claims,
25 underlying claims?
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43

44

MR. FINNIGAN: The position is
it's gimply inappropriate for such a release to be
given in thig context. And if that includes the
pregervation of claims, I guess that would be the
effect of not having a releage, any claimsg that
exigsted would be preserved. But we have advanced
a motion setting out the relief that we seek. So
if there are -- if there is no release, as we say
there Fhould not be, then the parties will retain
any aqd all rightsg that they have.

BY MS. KIMMEL:

Q. And are the claims that
RBC would seek to presgerve those which are
reflected in its motion?

MR. FINNIGAN: It would
include those claims.

BY MS. KIMMEL:

Q. But you are not limiting
it to those?

MR. FINNIGAN: No, we are
not --

BY MS. KIMMEL:

Q. Are you aware of any
other claims, Mr. Vowell, other than the ones in

RBRC'g motion that it hasg against the Applicants,
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1 and its officers, directors, employees, advisors?
2 A, At this point in time, I
3 don't know of any other.

4 45 Q. Let's just turn to look

5 at what RBC is seeking in that motion. It's in

6 the motion record, and you conveniently summarize
7 it in your affidavit, your July 21st affidavit.

8 MR. FINNIGAN: So same

9 document?
10 BY MS. KIMMEL:
11 46 Q. It's actually the other
12 document.

13 A. This one, July 13th?
14 47 Q. Sorry, ves, I should have
15 gaid the July 13th affidavit.
16 aAnd in paragraph 2 you
17 summarized your understanding of the relief that
18 RBC is seeking in this motion; correct?
19 AL Yes, yes.
20 48 Q. and i1f we just look at
21 the first item, the first item, (a), is that RBC
22 is seeking a direction against Nelson Education
23 Ltd. to pay RBC, in RBC's capacity as the Second
24 Lien Agent pursuant to the second lien --
25 A. I am sorry, you said
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"(a)" and I loocked at page, which page are you on?
49 Q. Page 2, we are in the
July 13th affidavit. You might be in the wrong

affidavit, it is confusing. Or maybe you are in

the Notice of Motion.

A. "The motion is in order
forn?
MS. MAHAR: Go to Tab 2.
THE WITNESS: Tab, 2, okay.
BY MS. KIMMEL:
50 Q. So this is your affidavit

where you summarized the relief?
A. Yes, okay. I saw you
were on a different page than I was.

51 Q. Ckay. So in, (a), one of
the things that RBC is seeking is a direction
against Nelson Education, and this is something
that RBC seeks in its capacity as the Second Lien
Agent; is that right? According to what you say
here?

A. Yes.

52 Q. And what RBC wants here
is a payment of, I will say, the approximate
amount of 1.3 million Canadian, which according to

your affidavit is the costs and expenses of

17
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1 professional fees incurred by the Second Lien

2 Agent prior to the CCAA filing; is that right?

3 A. Correct.

4 53 Q. Are these amounts that

5 RBC has, in fact, paid? All these amounts,

6 1.3 million Canadian, is it RBC that's paid those
7 to the professional advisors?

8 A. With the exception of one
9 Second Lien Lender, approximately this has been
10 paid.
11 54 Q. What do you mean by that?
12 A. I am going back,
13 certainly as of December 31st, everything was

14 paid. And then we have been current on our legal
15 bills up until this point in time.

16 So the answer is vyes.

17 55 Q. What did you mean by the
18 exception of one Second Lien Lender Group?
19 A. There is one Second Lien
20 Lender Group that accounted for, I want to say, 1
21 per cent of the Second Lien Facility that did not
22 pay their pro rata share.
23 56 Q. Do you know which one
24 that was?

25

A. I do.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

57 Q. Who was it?

A. PXXXXXXXXX .

MR. FINNIGAN: I thought we
weren't getting into the names of the lien
holders?

MS. KIMMEL: Sorry, I didn't
know if that was confidential. I knew the first
lien was, I didn't know if the second lien --

MS. MAHAR: They are both a
First Lien Lender and a Second Lien Lender.

MS. KIMMEL: Okay, well that
was one of the questions. Let's strike the name.

BY MS. KIMMEL:

58 Q. We will call them "Second
Lien Lender Group, P", but as your counsel has
indicated, that's a Second Lien Lender that is
also a First Lien Lender; correct?

A. That's my understanding.

59 Q. And they are the only

ones that haven't paid their share of these agency

feeg, agent fees -- the Second Lien Agent feeg?
A, Correct.
60 Q. Okay. So if we can then

look at the next aspect of the relief that is

being sought in subparagraph (b) of your

19
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1 affidavit, paragraph 2.

2 You want a direction, again,

3 that an amount be paid to RBC in its capacity as

4 Second Lien Agent for accrued and unpaid interest

5 under the second lien credit agreement outstanding

6 as at the CCAA filing, and for this the amount you

7 claim is US 15.4 million?

8 A. Correct.

9 61 Q. Okay. And, again, that's
10 in RBC's capacity as Second Lien Agent that you
11 are seeking that payment?

12 A. Right, to be distributed
13 to all the lenders.

14 62 Q. Correct, okay.

15 Now this is effectively the
16 accrued interest that RBC has calculated starting
17 with the partial payment that was in respect of
18 the quarterly interest from March of 2014. You
19 received part of that, but there was still part
20 that was not paid for that quarterly payment;

21 correct?

22 A. That is correct.

23 63 Q. And then all of the

24 quarterly payments after that up to the CCAA

25 filing date, that's what's included in this



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

21

number; correct?
A, Yes. S8So to be clear,
it's everything up to the that date, from

March 31st on, less the $350,000 that was paid.

64 Q. That was paid in March of
20147
A, That's correct.
65 Q. Okay .

You have set out, and we don't
need to go into great detail, but the precise
manner in which that is calculated is included in,
I think, Schedule F of your --

MR. FINNIGAN: Yes, it's at
Exhibit F.

BY MS. KIMMEL:

66 Q. Exhibit F, I am sorry, of
your affidavit. Is that right?

A. That is correct.

67 Q. And you are careful to
note in Exhibit F, you see Note 1, that the
interest rate being used is based upon the
non-default rate of interest under the second lien
credit agreement?

A. That is correct.

68 Q. Okay, thank you.
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1 Now, the next thing that you
2 describe in your affidavit as relief that RBC is
3 seeking on this motion is in subparagraph 2(c).
4 Now thig relief, RBC isg claiming in its capacity
5 as a lender under the first lien credit agreement;
6 correct?
7 A. Correct.
8 69 0. So this is in a different
9 capacity than the other two claims?
10 Al Correct.
11 70 Q. Right, and thig is a
12 claim for what you calculate to be US 1.6 million,
13 which you describe as the RBC consent fee. And
14 this ig what you say RBC should ke paid in respect
15 of the consent fees that have been paid by the
16 Applicants under the September support agreement
17 with the first lien, the consenting First Lien
18 Lenders; correct?
19 A. Correct.
20 71 Q. And just so we have it
21 clearly on the record, RBC is not one of the
22 consenting lenders under that September support
23 agreement?
24 A. We did not consent;
25 correct.
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72 ‘Q. And you say that you
want, there is a component called "the early
congent fee", and "the additional consent fee",
the total of which adds up‘to your approximately
US 1.6 million?

A. That is correct.

73 Q. Are you familiar with the
breakdown that approximately 878,000 of what RBC
is claiming relates to the early consent fee and
the rest of it relates to the additional, are
those numbers familiar to you?

A. We calculated those
numbers, I think they were in attachments. Can I
check this?

74 Q. Yes. Exhibit G. Maybe
you can just tell me, as I read your exhibit, the
amount that you are calling the initial consent
fee that RBC wants to be paid is the total of the

first two numbers on the bottom, 629,314 plus

249,000°?
A. I am sorry, that is
correct.
75 Q. Yes, so that adds up to
about 878,0007?
A. Yes.

23
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1 76 Q. And that is the initial

2 consent fee or --

3 A. Well there is the initial
4 consent fee, which I believe is 2 per cent of the
5 loan amount, and then the ongoing consent fee was
6 a rounding up of the interest rate to ensure a 10
7 per cent fee is paid to the First Lien Lenders.

8 77 Q. Well that 1s what you

9 describe it as, the rounding up of the interest?
10 A. Well if I am wrong, I
11 will stand corrected.
12 78 Q. I am just trying to get
13 from you the math. Because in your -- the way you
14 have described this in your affidavit, you speak
15 about the fact that you want a total amount, but
16 you break it down in the schedule. So you have
17 the initial consent fee, and I just want to be
18 clear. The initial consent fee that you are
19 talking about is the total or the aggregate of the
20 two amounts which equals 878,705 approximately?
21 A. That is how we have
22 calculated it, correct.
23 79 Q. And the rest of it that
24 you are claiming is what you call this "ongoing

25

congsent fee"?
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A. Correct.

Q. And I take it, in respect
of this relief, this relief that is being sought
for the RBC consent fee in RBC's capacity as a
First Lien Lender, this isn't any amount that RBC
is going to be sharing with any of the Second Lien
Lenders, RBC is keeping this for itself?

A. That is correct.

- 0. And I take it you will
agree .with me that from RBC's perspective, this
part of RBC's motion has nothing to do with the
second lien credit agreement and has nothing to do
with RBC's role as the Second Lien Agent?

A. Other than the -- how the
intercreditor agreement impacts on the fee, no.

Q. Now just to come to sort
of a conclusion of everything that's being sought
by RBC in its motion, if you go to, then,
subparagraph 2(d) of your affidavit. What you are
asking for in respect of all of these amounts that
are being claimed that we have now just reviewed,
so it would include the Second Lien Ageht fees,
the Second Lien Agent interest and the RBC consent
fee, RBC is asking that this be paid in advance of

the conclusion of the sale transaction that the
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1 Applicants are seeking to effect; correct?

2 A, Paid in advance, that is
3 correct.

4 83 Q. So you want this money

5 paid before the assets of the Applicants are

6 transferred to the purchaser company?

7 A, Correct.

8 84 Q. So you will agree with me
9 that 1f -- whatever amounts are paid, would come
10 out of the overall recoveries to the First Lien
11 Lenders if the transaction proceeds?
12 A, I would agree that the

13 pool is smaller. But at the same time, the First
14 Lien has benefited from the breach of the contract
15 and the non-payment of the interest, the second
16 lien interest and fees to date -- or to the CCAA
17 filing.

18 85 Q. The rights are what they
19 are, the Court will decide that.
20 The amounts, you will agree
21 with me, that whatever getg paid comes out of the
22 pool of assets that is going to the purchaser?

23 A. Yeah, and the discussion
24 ig: Should the pool of assets have been as big as
25 they are now or should they have been smaller?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

And that is the argument before the Court.

Q. Right, and the Court will
decide that obviously.

A. Hopefully favourably.

Q. Just so I understand it,
does RBC have an intermnal mechanism for keeping
separate its different activities under, on the
one hand, the first lien credit agreement, on the
otherJhand, the second lien credit agreement?

A. Not so much between the
first and the second, per se. But the bank does
have a trading desk, and they may buy or sell or
trade Nelson debt, there is a Chinese wall there.
So on my credits you will see a $10 million
designated limit to the trading desk, but I am not
privy to whether they hold $10 or $10 million.

So there would be that between
the public and non-public.

But between the first and the
second, as long as it's private there is no-
distinction.

Q. Right. And do you have
any system for keeping separate documents or
information that you have in relation to the first

lien loan, keeping those separate from your

27
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1 activities and how you behave in connection with
2 the second lien loan or is it all just mixed

3 together in your head?

4 A. At this point in time, I
5 would say i1t's a fair statement, it's mixed

6 together in my head.

7 89 Q. okay.

8 A. Now the only caveat I

9 would add to that, is anything I learn from the
10 first lien website or the Intralinks, I have never
11 posted to the Second Lien Lender Groups.
12 90 Q. And I wanted, just as an
13 example, if you have Exhibit 9 from yesterday's
14 examination of Mr. Nordal. I just want to -- this
15 is a good example, to get an understanding of how
16 this works.
17 A. Okay, vyes.
18 91 Q. So this, which is Nelson
19 Education consolidated financial statements, they
20 are called Special Purpose Financial Statements
21 from PricewaterhouseCoopers, we have marked this
22 as a special confidential exhibit, but for
23 purposes of what I want to ask you about we can
24 treat it the same as we did yesterday with

25

Mr. Nordal.
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I take it you are familiar with

these special purpose financial statements?

A. I have never seen that
designation before.
92 Q. Sorry, I meant this
actual document.
A. Oh, I am sorry. I am

gsorry. Yeah, I have looked through this document,
ves.

93 Q. And you got this on the
First Lien Lender IntraLinks webgite?

A. That is correct.

94 Q. And you understand, from
what you just said to me, that you are not allowed
to share this with the Second Lien Lenders; right?

A. I am -- I can only share
with the Second Lien Lenders what is sent to me as
Second Lien Agent.

95 Q. And this document,

Exhibit 9, was only given to you in your capacity
as a First Lien Lender; correct?
A. Correct.

96 Q. So you are not allowed to

use this document, Exhibit 9, to your

understanding, for any purpose with respect to the

29
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1 second lien credit agreement; correct?

2 A. I don't have that

3 understanding.

4 Q. You think you can use it
5 with respect to the second lien credit agreement?
6 A. We haven't shared it, but
7 the company is obligated to share their

8 financial -- are contractually obligated to shafe
9 their financial information with the Second Lien
10 Lenders. They have not yet, but.

11 Q. So absent -- you don't

12 have any permission from anybody right now to use
13 this document or to share this document with the
14 other Second Lien Lenders; correct?

15 A. The Royal Bank would not
16 post anything to the Royal Bank -- as Second Lien
17 Agent to the other lenders unless specifically

18 requested to by the company.

19 Q. Okay. And so you don't
20 have any permission right now ﬁo share this with
21 the Second Lien Lenders, but is it your
22 understanding, sir, that you can use this document
23 in your capacity as second lien loan Agent?

24 A. It's not a question of

25 permission. It's a question of an agent does not
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have any fiduciary duties, it has contractual
obligations. And, contractually, we are only
required to post on the second lien what is given
to us to be posted as agent. I am not the agent,
our agency group is actually here in Toronto, and
they receive the information to post to the
lenders.

Q. Well maybe we will deal
with.the legalities of this separately. I think I
have your evidence as to the capacity in which you
recelived this, in any event.

A.  Um-hmm.

Q. Just one other question,
you said you have never seen something called the
gpecial purpose financial statement, but you have
obviously read it, and you understand that at
least according to PricewaterhouseCoopers it has,
it's a special purpose and it is --
PricewaterhouseCoopers intends for it to have use
restrictions on it, this particular document?

A. Right, not to be --
people should not rely upon that information.

MS. KIMMEL: Do we need to mark
this separately or can we just keep it as

referenced?
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1 MR. FINNIGAN: Just keep it, I
2 am content with that.

3 MS. KIMMEL: Thank you.

4 BY MS. KIMMEL:

5 102 Q. I would like to ask you

6 now about another document which is contained in
7 that brief that you have in front of you, that is
8 the answers that were provided by Mr. Nordal to

9 some questions that were asked of him.

10 and if you go to Tab C of that
11 document, you will see that there is something
12 called a -- oh, sorry, not C, D.

13 A consent and support

14 agreement; do you see that?

15 MS. MAHAR: Is there a date?
16 Which answers are you dealing with, sorry? Is it
17 the one in May or the ones --

18 MS. KIMMEL: May. The

19 responses to written questions on affidavit of
20 Greg Nordal sworn May 11, 2015, which I believe
21 are part of the Court record.

22 MS. MAHAR: Yeg, I just wanted
23 to make sure.

24 BY MS. KIMMEL:

25 103 Q. Have you had a chance to
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look at that, Mr. Vowell?

A. I just looked through it.

MR. FINNIGAN: Do you want him
to read it all the way through?

THE WITNESS: The whole thing
or?

BY MS. KIMMEL:

104 Q. No, I just want you to
have . some familiarity with what I am showing you.

A. Okay.

105 Q. Mr. Nordal has said in
his responses, and I am just telling you this in
case it assists you, that this is a consent and
support agreement that was executed by RBC and the
company in July of 2014; are you familiar with it?

A. Yes, I am.

106 Q. You are, okay.

And you recognize this as the
consent and support agreement that RBC signed in

July of 20147

A. Correct.
107 Q. RBC signed this after the
maturity of the -- just in terms of our

chronology, the first lien loan agreement had

matured at this point?
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1 A. Correct.

2 108 Q. And so at this point in

3 time when this consent and support agreement was

4 being signed by RBC, the company had an obligation
5 to repay approximately 270 million US under the

6 first lien credit agreement?

7 A. That is correct.

8 109 Q. And your understanding at
9 the time was that the company did not have that

10 money and was not in a position to pay that money?
11 A. That is correct.

12 110 Q. And so for purposes of

13 how this agreement works, RBC was a consenting

14 lender under this agreement; correct?

15 A. Oh, that's correct, yes.
16 111 Q. And it agreed to various
17 things, but let's just look at a couple of them,
18 if we could.

19 First of all, if we turn to
20 Section 4 of this agreement, on page 4. RBC as a
21 congenting lender, in paragraph 4 sub (c), was
22 agreeing that it would consent to the transactions
23 and the transaction terms which we will come to in
24 a moment, they are in a separate schedule; right?

25

A. Correct.
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112 Q. And RRBC algo agreed that
it will not support or take any action which is
intended to or would reasonably be expected to
impede or delay or postpone those transactions;
correct?

A. Correct.

113 Q. And the flip side of
‘that, use commercially reasonable efforts to try
to facilitate the completion of those
transactions; correct?

A. Correct.

114 Q. ‘Okay. And if you turn to
subparagraph 4(e), another thing that RBC as a
consenting lender was agreeing to at this time was
that there would be releases between the companies
and their subsidiaries, affiliates, officers,
directors, employees and all of the consenting
lenders?

A, Correct.

115 Q. And RBC agreed that that
could be done by way of separate releases executed
by consenting lender or by a court order, that is
what is in paragraph (e); right?

A. Correct.

116 Q. And in paragraph 5, there
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1 is a similar sort of reciprocal release the other
2 way, but we don't need to go into it.
3 Again, RBC is agreeing that
4 there is going to be releases going in both
5 directions between the company and the other
6 released parties, the consenting lenders, and
7 officers, directors, employees and that they can
8 either be signed or they can be implemented by a
9 court order; right?
10 A. Correct. And the caveat
11 being that this is effective.
12 Q. Assuming this agreement
13 goes into effect?
14 A. Correct.
15 Q. But that is what RBC was
16 prepared to agree to, assuming this was
17 implemented?
18 A. Correct.
19 Q. Now if we then turn to
20 paragraph 7, another thing that RBC as a
21 consenting lender agreed to with respect to this
22 consent and support agreement is that if you don't
23 get 100 per cent of the lenders in the first lien
24 credit on side, then the company may proceed with
25 the transactions in any event, and one of the ways
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in which they might do that would be to a CBCA
proceeding?
A. Correct.

120 Q. Another ig a forbearance
agreement of some sort?

A. Correct.

121 Q. So RBC, as a consenting
lender, was prepared to proceed with an
arrangement whereby there would be alternative
ways to implement the transaction if you couldn't
get all of the First Lien Lenders to support it;
correct?

A, Correct.

122 Q. And RBC considered these
terms, the release terms and these alternative
transaction terms, to be within the market norms
for this type of support transaction; correct?

A. This intended an eventual
ccaA filing, ves.

123 : Q. Well it doesn't talk
about a CCAA filing here.

A. Well I can tell you right
now, my expectations at the time were that it was
going to be a CCAA or a CBCA or some type of

consensual restructuring.

37



1 124 Q. And if it was a CCAA,

2 these types of arrangements, with a release and an
3 alternative transaction where you don't have 100
4 per cent support, RBC considered those to be

5 within the market norms for this type of support
6 agreement?

7 A. Absolutely, because my

8 debt is kept whole.

9 125 Q. Your debt under the first
10 lien loan agreement?

11 A. No, second lien.

12 126 Q. I am going to come to

13 that in a second --

14 A. No, I am sorry, I am just
15 trying to answer your question.

16 127 Q. So you are giving me the
17 reason why RBC was prepared to agree to it is

18 because you felt that you had some protection for
19 the Second Lien Debt; is that right?
20 A. Correct.

21 128 Q. But, and I will want to
22 come to that because I would like to understand
23 what that is exactly, so we will do that.

24 But if we go to the term sheet,
25 which is where I think you are referring when you
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say you have protection for the Second Lien Debt,
is what you are speaking of on the term sheet on
page 2 at this same exhibit the conditions
precedent?
And if you look at the third
paragraph where it says:
"Receipt by the agent of an
agreement containing terms and
conditions relating to the
regsolution of the indebtedness
outstanding under the existing
second lien credit
agreement." [as read]
A, Yes.

129 Q. So ﬁhat's the protection

that you felt you had for the second lien loan?
A, Correct.

130 Q. And this doesn't
contemplate any particular terms with respect to
how that's going to be resolved, that is subject
to negotiation; right?

A, Correct.

131 ’Q. And at this time, you

weren't expecting that the Second Lien Debt was

going to be paid in full under -- you were going

39



40

1 have a guarantee of the payment in full of the
2 Second Lien Debt under that resolution?
3 A. There was a clear
4 expectation that T would have a recovery, not
5 necessarily all, but some recovery on the Second
6 Lien Debt.
7 132 Q. And one of the things you
8 were talking about in terms of that recovery was,
9 I see it in your credit reports, a warrant in
10 exchange for extinguishing the Second Lien Debt;
11 correct?
12 A. Correct.
13 133 Q. But the First Lien
14 Lenders had not agreed to a warrant or any other
15 structure for the second lien, the resolution of
16 the Second Lien Debt at this time, had they?
17 A. At that time I didn't
18 know, but eventually I clued in. So by the time
19 the plan support agreement came out, that's when
20 we were strung along for the entire month.
21 134 Q. You talk about the plan
22 support agreement, you are talking about
23 September?
24 A. Yes.
25 135 Q. In July, there was no
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agreement from the other First Lien Lenders with
respect to what resolution there might be for the
Second Lien Debt? You didn't have any agreement?

A. That is correct.

136 Q. And you hadn't really
fleshed out the terms of that, you just had some
ideas of what you might like?

A. I have got to get my
timiqg_right. But in July, no. But I believe in
August/September we met with Greg, Dean Mullett
and Rob Chadwick and laid out our position.

137 Q. Right. But when you
signed this, you didn't know what the resolution
of the Second Lien Debt might look like?

A. That is correct.

138 Q. And this document, the
July consent and support agreement, doesn't
purport to deal with the specific terms of how the
Second Lien Debt would be resolved at all; does
itz

A, No.

139 Q. The only thing it says
definitively about that, and it's in the same
paragraph we were reading, is that there can be --

the one thing that there has to be is no cash
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1 payment of interest to lenders under the second

2 lien credit agreement; right?

3 A. Correct.

4 140 Q. And you, RBC, was

5 prepared to agree to that in July of 20147

6 A. Yeah. So but when you

7 look at the term sheet, the term sheet is

8 obviously brief -- and you have heard it, I have

9 said it, everybody hag said it -- the devil is in
10 the details. So there would have been discussions
11 going on as far as what my expectations would be
12 with respect to the second lien, although it's not
13 documented here.

14 141 Q. And those were

15 discussions which, as I have mentioned, as I see
16 in your credit reportsg, you had this idea that you
17 might want a warrant that would extinguish the

18 second lien credit agreement?

19 A. That was one of the
20 proposals, ves.

21 142 Q. But it was sort of, at

22 this point, completely open how that might get

23 regolved?

24 A. Correct.

25 143 Q. And another thing that
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this term sheet contemplateg, if you look down to
the bottom of the page, is that all of the accrued
and unpaid expenses of the agent and the First
Lien Lenders, including professional fees and
expenses of various advisors, were going to be
paid; correct?
A. Correct.
144 Q. And there is nothing in

here that gpecifies that the professional fees of
the adyisors of the Second Lien Lender Groups are

going to be paid; correct?

A. Correct.
145 Q. Now this also, if you
turn -='if you locock on the same page, we have --

actually, sorry. CIf you turn to‘page 6 in the
term sheet, you will see the heading "Consent
Agreement and Early Consent Consideration"?

A. Um-hmm, vyes.

146 Q. Okay so another thing
that RBC agreed to in July of 2014, is that the
consenting First Lien Lenders who sign a consent
and support the agreement in the form reasonably
satisfactory to the borrower by a specified date
will receive a consent fee of 5 per cent of the

outstanding principal amounts of the first lien



1 term loans; correct?

2 A. Correct.

3 147 Q. Now the first lien term

4 loans, we have established at this time the

5 principal amount was approximately 270 million US?
6 A. Um-hmm.

7 148 Q. You have to say "yes" for
8 the record.

9 Al Oh, vyes.
10 149 Q. And you are better at
11 math than I am, but since somebody told me this
12 number you can just tell me if I am right, 5 per
13 cent of 270 million US is about 13.4 million US?
14 A. Correct.
15 150 Q. And RBC has just under 12
16 per cent of that loan, so RBC would have gotten a
17 congent fee of about 1.5 million if this had been
18 implemented; correct?
19 A. Correct.
20 151 Q. And this also
21 contemplated a prepayment, 1f you look over to the
22 next page, an implementation paydown of $15
23 million in cash that the company was going to pay
24 to the First Lien Lenders; correct?

25

A. Correct.
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152 Q. And I take it RBC
considered this early consent fee to any lenders
who supported it to be within the market norms for
a consent fee the amount that was being negotiated
and the fact that it would be paid?

A. Apparently not.

153 Q. RBC didn't consider that
to be --

A, No, I guess I was wrong.
Yeah, but I thought that was the market at the
time.

154 | Q. You thought that it was
reasonable to agree to a consent fee for this?

A. Yes.

155 Q. When you say "apparently
not" isg it just because the other people wouldn't
agree? Is that what you mean by "apparently not"?

A, That is what I mean.

156 Q. But they didn't agree and
it might have been for a whole variety of reasons,
not because they thought the consent fee was too
low?

MR. FINNIGAN: We don't know
what they thought.

THE WITNESS: Yeah.
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1 BY MS. KIMMEL:

2 157 Q. So let's just be clear.
3 RBC thought, when it was prepared to agree to

4 this, that a consent fee in the range of

5 $3.4 million US for a support agreement was a

6 reasonable, a commercially reasonable amount of
7 money for the company to pay; right?

8 A. If you look -- you have
9 to take a look at the whole picture. It was a 5
10 per cent -- was it a reasonable fee? Yes. Was
11 the releases? Yes. Were the expectations that
12 our debt would be whole at the time, rightly or
13 wrongly? That was a factor in the discussions.
14 So to lock at the individual
15 interest rates in isclation 1s a faulty approach
16 to this. You have to look at it in a wholistic
17 approach and what does the total package lock

18 like.

19 158 Q. Well I appreciate that's
20 your view.
21 A. Well it's not my view,
22 it's the fact.
23 159 Q. You say the debt would be
24 whole, but we have already agreed that you weren't
25 necessarily expecting that you were going to get
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100 per cent on that Second Lien Debt?

A. Going into the
transaction, discussions I had with Mxxxxxxxxx at
the time, who are no longer in the deal, was that
we would PIK our interest and 100 per cent of the
Second Lien Debt would stéy in place, that was the
starting point and that certainly was my
expectations in May and June.

Q. As long as RBC was
getting that, you are saying that it thought that
this -- the releases aﬁd the consent fee were all
reasonable; is that what you are saying?

A, That's correct.

Q. Okay. But we have
already established that this agreement that you
were signing on to could proceed without some
other lenders agreeing to it. There is a
provision in it, there is alternative transactions
that would allow it to go forward even if some of
the First Lien Lenders didn't like it; Tight?

| A. That is correét.

Q. So did you think that it
was sfill, nénetheless, a reasonable tﬂing for the
company to agree with RBC that it would pay this

amount of money to the people who did comsent, in



48

the formula that's provided for, even if some
people weren't participating?

A. In consideration of the
totality of the document, ves.

163 Q. You, I take it, as RBC,
Wasn't concerned that if this went ahead without
someone else's consent they would be cut out of
the consent fee; right? You thought that was

reasonable. If they didn't agree, they didn't get
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paid?

A. No, because it requires
100 per cent for this to become effective.

164 Q. Well, sorry, we have
already established that there is an alternative
transaction that doesn't provide for 100 per cent.
If you go back to page 7 of the --

A. My understanding is you
get the consent if 100 per cent, otherwise you go
to the alternative. I don't think it's an either
or.

165 Q. So your understanding of
the consent fee is that it only applies if
everybody agrees?

A. That was my -- at least

that's my recollection. If I am wrong, I would be
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happy to know it.

166
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Q. Well if you read -- you

are reading on page 6, are you

consent fee, that page?

167

168

turn over to page 7,

A. Yes.

with me on the

Q. It says:

"The consenting First Lien

Lenders who

sign a consent

agreement." [as read)]

A. Yes.

Q. Okay.

refresh your recollection. Do

And then if you

I am going to just show you,

you see the

paragraph just above "implementation paydown",

where it says:

"FPor avoidance of doubt, First

Lien Lenders who do not

execute a First Lien Lender

consent agreement will not

receive a First Lien early

consent consideration but will

be bound to
through the
transaction

method. " [as

the transaction
alternative
implementation

read]
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1 Does that refresh your

2 recollection?

3 A. Yes, it does. So I was

4 wrong.

5 169 Q. So, in fact, RBC did

6 consider at the time that this was signed in July
7 that it was commercially reasonable that if

8 somebody didn't want to go along with this, they
S wouldn't get the consent fee but the transaction
10 may nonetheless go ahead; correct?

11 A. That seemed commercially
12 reasonable, vyes.

13 170 Q. Okay, thank you.

14 Now I take it when RBC signed
15 this consent and support agreement in July of

16 2014, that RBC was also not concerned that it was
17 prejudicing other subordinated or unsecured

18 creditors? You didn't think that that was --

19 Al That was not -- as far as
20 I knew, that wasn't going to happen.
21 171 Q. And you say that wasn't
22 going to happen because you felt the company would
23 continue to pay them in the ordinary course; is
24 that right?

25

A, It was a consideration,
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yes. Did I know, no.

172 Q. You expected the company
to continue to pay even subordinated and unsecured
creditors in the ordinary course of business while
it was attempting to complete this transaction;
correct?

A, Yes.

173 Q. Now at the time you
signed this consent and support agreement in July
of 2014 -- you have mentioned this already -- but
RBC wasg engaged in discussions with both the
company and the First Lien Lenders trying to work
out a consensual resolution of both the First Lien

and the Second Lien Debt?

A. No.
174 Q. You were not?
A. The First Lien never

responded. I was in discussions with the company.
175 Q. And did you have an
understanding that the company was communicating
positions of the Second Lien Lenders to the First
Lien Lenders and vice versa?
A. I did not.
176 ‘ " Q. But you said that you did

eventually put some proposal forward, you say it
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1 was after July of 20147

2 A, After this, I may be

3 wrong, I believe Mxxxxxxxxx ended up selling their
4 shares to Mxxxxxx. So I had no more conversations
5 with Mxxxxxxxxx, and that's when any discussions

6 with First Lien Lenders or negotiations with First
7 Lien Lenders ended.

8 We have had discussions, like I
9 mentioned, with Greg Nordal, Dean Mullett, and Rob
10 Chadwick, we presented our positions to them, and
11 it is like it went into a black hole.
12 Q. Let me just break this
13 down, because you said you weren't dealing with
14 the First Lien Lenders but then you said you were
15 speaking to MXXXXXXXXX. MXXXXXXXxX is a First

16 Lien Lender?
17 A. I am sOrry, MXXXXXXXXX
18 was a First Lien Lender. And so I just wanted to
19 make sure, I had discussions with them, MXXXXXXXXX
20 did tell séll their -- they told me they sold
21 their debt to Mxxxxxx. At that point after
22 Mxxxxxxxxx left the First Lien Steering Committee,
23 I had no direct negotiations with the First Lien
24 Lenders.

25 Q. Up until then, you were
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gpeaking to MXXXXXXXXX?
A. Correct.

179 Q. And they left sometime in
July of 2014, to your understanding?

A. My understanding. I
don't know the exact date but, vyes.

180 Q. And you, I believe I have
gseen it in your credit reports, we can turn them
up if you'd like, but you understood that the
company was working to try to find a consensual
resolution of both the first and second lien
credit agreements at this time?

A. That is what they told
us.

181 Q. So in paragraph 4 of your
affidavit of July 21, this is your responding
motion record affidavit.

A. I am sorry, what date?

182 ' Q. Page 4, paragraph 4 of
the July 21st affidavit.

If you read to the third
sentence, you say:

"RBC had been engaged in

discussions with the

company." [as read]
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1 In that regard, namely with

2 respect to amending and extending the first lien
3 loan and the second lien loan, and you say:

4 "RBC was supportive of the

5 company's efforts to find a

6 consensual resolution."[as

7 read]

8 That's correct?

9 A. Yes.

10 183 Q. And you say, and I take
11 it it's in connection with the same time frame:
12 "RBC took no steps following
13 non-payments of amounts owing
14 to it under the second lien
15 credit agreement." [as read]
16 So in the context of these
17 discussions, and we of course know that there was
18 a grace period extension, but even after that
19 expired, RBC took no steps following those
20 non-payment of amounts owing under the second lien
21 credit agreement?
22 A. I don't believe that's
23 correct.
24 184 Q. So you say --
25 A. We didn't take actions,



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

but I believe we isgssued -- I can double check, but
I believe we sent a reservation of rights letter.

185 Q. Aside from the
reservation of rights letter, I have a copy of
that --

A. No.

186 Q. -- I think it was sent in
April. Is there anything else that you are
thinking of? Because you did say here "RBC took
no :steps following non-payments of amounts", so if
we have to clarify that, I want to be clear what
you are éaying.

A. By "no steps", I would
‘interpret that to mean we didn't accelerate, we
didn't foreclose, we didn't do any of the steps
that theoretically we could have taken.

187 Q. You mean no steps in
regspect of the enforcement of the Second Lien’
_Lenders rights and remedies under the second lien
credit agreement, that is what you mean?

A, Right, that's correct.

188 . Q. And you said a
reservation of rights letter, but you are not
thinking of anything else in particular that you

did do other than that?
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1 A. No.

2 Q. Okay. So I take it,

3 then, as of July of 2014, RBC had not incurred any
4 out-of-pocket expenses in connection with the

5 enforcement of any rights or remedies under the

6 second lien loan agreement, because you hadn't

7 taken any steps; right?

8 A, Well, I mean, are you --
9 I am not sure what you mean by "steps".
10 Q. Well you are the one who
11 said you took no steps. You just told me in
12 respect of the enforcement of the Second Lien
13 Lenders rights and remedies under the second lien
14 credit agreement?
15 A. Well of course we
16 incurred expenses. We had counsel advising us, we
17 had financial advisors preparing models that we
18 can negotiate from, understanding the financials.
19 There was a lot of activity back then.
20 In fact, in May, June, July,
21 August it was extremely busy. It was taking most
22 éf my time.
23 Q. But are those advisors
24 advisging you with respect to steps of enforcement
25 of rights and remedies or are they advising you
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with respect to your consensual resolution that
you are seeking to achieve?

MR. FINNIGAN: Please don't
answer the question as it relates to any legal
advice you received. So are you trying to get at
what advice he was given?

MS. KIMMEL: No, I am trying
to get at what he just gave me five minutes ago or
1ess:was RBC was taking no steps in respect of the
enforcement of the Second Lien Lenders rights and
remedieg, I appreciate that there were advisors
who were doing work, and I am just trying to
establish that 1f no steps were being taken that
advisors were not being paid in respect of those
types of activities.

MR. FINNIGAN: In terms of
enforcement activities?

MS. KIMMEL: Yes.

MR. FINNIGAN: I don't really
understand the gquestion. They héve engaged
advisors, you have heard about negotiations, you
have heard about term sheets, support agreements.
Are you trying to get us to distinguish between
steps advising the bank in the negotiation process

versus steps, fees incurred for formal enforcement



1 proceedings?

2 MS. KIMMEL: I am trying to

3 distinguish between the bank's efforts to come to

4 a negotiated resolution and whatever advisory fees

5 may have been associated with that, and to

6 establish that there weren't advisory fees

7 asgociated with the enforcement of rights and

8 remedies.

9 MR. FINNIGAN: Well we would
10 have to go back and parse out the accounts that
11 were delivered. The fact that they took no steps
12 doesn't mean that they didn't take advice about
13 steps. 8o I just have a problem with the premise
14 of your question.

15 MS. KIMMEL: Okay, well, I am
16 going to céme back to that.

17 BY MS. KIMMEL:

18 Q. Just so I have it clear,
19 in your July 21 affidavit, there is a letter at
20 Exhibit I, and I just want to make sure that you
21 concur -- sorry, I may have the wrong one, just
22 hold omn.

23 Do you have the letter from
24 your counsel, July 15, 2015, at Exhibit I to your
25 July 21 affidavit?
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A. Letter to Bennett Jones?
193 Q. Yes.
MR. FINNIGAN: Yes, we have
it.
BY MS. KIMMEL:
194 Q. Just so we have your
evidence very clearly, you will see that there is
a statement by your counsel that's in the first
bullet point which starts at the bottom of page 1
and carries over to page 2. There is a sentence
on the top of page 2 that begins, and it reads:
"RBC took no steps of any kind
prior to the commencement of
the CCAA proceedings
notwithstanding the default by
the company under the second
lien loan agreement et
cetera." [as read]

Do you see that statement?

A. I see it.
195 Q. And do you agree with it?
A. I would agree that RBC

took no enforcement actions.
196 Q. But you don't agree with

the statement of your counsel, then, that it took

59



no steps of any kind prior to the commencement of
the CCAA proceedings?

MR. FINNIGAN: I think he has
answered you, he has qualified the statement.

BY MS. KIMMEL:

197 Q. Do you agree with what

Mr. Finnigan just said?

A. Yes.

198 Q. If you turn to your
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July 13 affidavit, paragraph 3, under the heading
"Second Lien Agent Fees"?
A. Sorry, where are we here?
199 Q. Your July 13 affidavit,

page 3, paragraph 3, heading "Second Lien Agent

Feeg"?
A. Yes.
200 Q. Do you have that?
A. Yes, I do.
201 : Q. So these are one of the

categories of fees that we discussed earlier that
you are claiming payment of in RBC's capacity as
Second Lien Agent; correct?

A. Sorry, B?

MR. FINNIGAN: No, she is

here, "Second Lien Agent Fees", paragraph 3.
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THE WITNESS: Okay.
BY MS. KIMMEL:

202 Q. So these are the Second
Lien Agent fees we talked about earlier, RBC is
claiming, as Second Lien Agent, for certain
professional advisory fees; correct?

A. Right.

203 Q. Right. And RBC's
claiming those pursuant to the second lien credit
agreement and, specifically in paragraph 3, the
entitlement for out-of-pocket expenses incurred in
connection with the enforcement of any rights or
remedies under the agreement; correct?

A. Correct.

204 Q. Now you summarize the
fees in a schedule that you attach at Exhibit A, I
jusf want to take a look at that briefly, if we
could.

A. Okay.

205 Q. There are fees for three
different advisors, Thornton Grout Finnigan,
Canadian lawyers; correct?

A. Thornton, yes, Canadian.

206 o Q. Paul Hastings, US

counsel?
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1 Al Correct.
2 207 Q. And CDG Group which are
3 financial advisors; right?
4 A. That is correct.
5 208 Q. And based on this summary
6 of outstanding fees, you will agree with me that
7 the invoice dates for the fees that you are
8 claiming, all are dated after the first lien loan
9 agreement matured; correct?
10 A. I see that, I just have
11 to -- that wouldn't be --
12 209 Q. The invoice date. Are
13 there any invoice dates prior to maturity of the
14 first lien?
15 A. Yes. I am sorry the
16 invoice date, no. But that relates to prior
17 periods where work was done. So some of those
18 bills did reflect prior periods.
19 210 Q. Ckay but in terms of when
20 the invoice -- you didn't receive these invoices
21 before the invoice date; correct?
22 A. That's correct.
23 211 Q. And therefore they
24 couldn't have been received by the company before

25

the invoice date; correct?
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A. That is correct.
212 Q. Are you familiar with a
term that you use in your credit reports, the

acronym "LRE"?

A. Yes.
213 Q. What does that stand for?
A. Those are realization

expenses. SO there is legal and other.

214 o Q. What does "LRE" actually
stand for?

A. Legal realization
expenses.

MS. KIMMEL: Did you want to
take a short break? I am going to turn to another
document, if anyone is interested in a break.

MR. FINNIGAN: Sure
--- Upon recess at 11:10 a.m.

--- Upon resuming at 11:30 a.m.

BY MS. KIMMEL:

215 Q. Mr. Vowell, I am going to
ask'you some guestions about some of the credit
reports and, don't worry, I am not going to ask
you about all of them. I think you have a binder
that your counsel has prepared that is quite thick

with a bunch of tabs that says "Witness Copy of
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1 the Credit Reports".
2 A, Yes, ves.
3 MS. KIMMEL: I was thinking,
4 just for ease of the record, can we just mark this
5 whole volume as an exhibit?
6 MR. FINNIGAN: Sure.
7 MS. KIMMEL: So this will be
8 Exhibit 1 on Mr. Vowell's cross-examination, it's
9 the RBC Credit Reports, September 24, 2013, to
10 July 6, 2015.
11 EXHIBIT NO. 1: RBC Credit
12 Reports, September 24, 2013,
13 to July 6, 2015.
14 BY MS. KIMMEL:
15 216 Q. So, Mr. Vowell, first of
16 all, just so we understand what these are, these
17 have been produced by RBC and these are all of the
18 credit reports that RBC has with respect to the
19 Nelson Education credit facilitiesg; right?
20 A. No. These are the
21 credits that you requested for a specific time
22 period.
23 217 Q. In this time period, are
24 these all of --
25 A. These are all of them,
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ves.

218 Q. I apologize, I wasn't
clear in my question.

These are all of the RBC credit
reports in respect of the credit facilities to
Nelson Education in the period September 24, 2013,
to July 6, 20157

A, That is correct.

219 = Q. And do you -- you have to
approve thege; right?

A. No, I have to recommend
them.

220 Q. Okay, but you see them at
the time that they are prepared?

A, Yes.

221 Q. And you obviousgly have an
opportunity to correct or amend anything that you
think is inaccurately reflected in thewm?

A, Oh, I write them. I
mean, that is what I believe.

222 Q. So these reflect your
belief and your assessmentsg at the point in time
in which they are written?

A. With some caveats. As we

go through this, you have to understand that when
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1 I establish provisions, write-offs, a lot of that
2 ig driven from statutory concerns or issues to

3 accounting issues.

4 223 Q. And I am happy to say

5 Mr. Staley is going to potentially be asking you
6 some questions about that.

7 A. Okay .

8 224 Q. But other than that

9 caveat, do you have -- and I am only happy because
10 I don't have to deal with it. I take it, that's
11 the caveat that you --
12 A. Yes.
13 225 Q. -- intend to place on
14 what I had stated earlier, which is that it
15 reflects your assessment of the RBC position at
16 the time and a planned course of action oxr
17 recommended course of action?
18 A. Correct.

19 226 Q. Now one of the ones I
20 want to ask aboﬁt is at Tab H, and it is the
21 August 20, 2014, credit report.
22 I am not sure that anything is
23 specifically going to turn on it, but I think for
24 this cne we actually received an unredacted
25 version of this credit report, so just because we
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have it, I am going to, I think, give you the
loose copy of that.

MS. MAHAR: It should be in
his binder.

MS. KIMMEL: Oh, did you
replace it?

MR. FINNIGAN: ©No, he has a
redacted still.

MS. MAHAR: Of H? Oh, okay,
SOTrrYy, yes, no, no, give an unredacted, I

apologize. It is a new binder made up for

witnesses this morning and this one isn't there.

MS. KIMMEL: Just so we have

67

a

record that is clear, I will mark as Exhibit 2 on

Mr. VoWell's cross-examination the unredacted

version of the RBC credit report for August 20th,

2014, that's the date.

EXHIBIT NO. 2: Unredacted RBC

credit report for August 20th,

2014.
BY MS. KIMMEL:

Q. Tt still contains some

redactions, but most of the redactions have been

removed in this copy.

With that, if we could just
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1 take a look at a couple of things. First of all,
2 it says at the top, "SLAS Advice of Credit

3 Undertaking”. What does "SLAS" stand for?

4 A. Special Loan Advisory

5 Services.

6 228 Q. That's your group?

7 A. That's my group.

8 229 Q. And if you lock to the

9 bottom of this document, there is a proposal
10 outline.
11 A. Um-hmm.
12 230 v Q. And in August of 2014,

13 you say that a negotliation between the First Lien
14 Debt and the Second Liens has been a frustration
15 and unsuccessful process?
16 A. Correct.
17 231 Q. You say that you had had
18 a previous communication in which you had proposed
19 a structure, and you attach the policy, and there
20 was a response from the First Lien Lenders but you
21 weren't satisfied with that; is that right?
22 A. That would be an
23 understatement, yes.
24 232 Q. Okay. And if I can just
25 turn you to the next page.
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I take it at this point you are
concerned that there could be come kind of a
bankruptcy or insolvency filing for the company;
ig that right?

A. It started to percolate
that way, vyes.

233 Q. Now you have on page 2,
if you look towards the bottom, a heading called
"Bankruptcy Strategy"?

A. Um-hmm.

234 Q. And you say that your

strategy, you have two options. And the second

one, which is the one that I think you followed,

is to:

"Vigorously defend and
hopefully be in a position to
encourage consensual agreement
that would see some recovery
to the Second Lien after the
First Lien has a full
recovery." [as read]
Is that right?
A. That's correct.

235 Q. And that is the path that

you adopted; is that right?
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1 A. That is our current path
2 today.

3 Q. Just turning back to the
4 first page, the proposal that you had made prior
5 to this credit, just because we talked about it

6 earlier, just so we have 1t as a point in

7 reference, at the bottom of page 1 you describe

8 your previous communication with the First Lien

9 Lenders, and you say that the second lien would
10 convert to warrants. Once the first lien is paid
11 in full, there would be an upéide split of 60/40,
12 that was your proposal at the time?
13 A. Correct.
14 Q. Counsel, just so I don't
15 have to come back to this, there is a redaction
16 that remains at page 5 of this document. Can you
17 just tell me the basis for that redaction so I

18 understand it?
19 MR. FINNIGAN: The names and
20 the holdings of the first and second liens.
21 MS. KIMMEL: Okay.
22 BY MS. KIMMEL:
23 Q. Is it fair to say that
24 one of the strategic objectives that RBC had as
25 the Second Lien Agent when it was dealing with the
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240

First Lien Lenders and the company to try to
negotiate a resolution ig that you wanted to buy
time to give an opportunity to allow those

negotiations to happen?

A. No.
Q. Okay.
A. The objective, we

thought, was the consensual restructuring, is that
with the passage of time, the improvement in the
Canadian education market, that there would be a
recovery for the second lien. So it was not to
buy time for negotiations, but it was to attempt
to get a recovery for the second liens after the
first lien was repaid.

Q. So when you talk in your
credit reports about "buying time" or "time is our
friend" in the context of negotiations, and I can
take you to this but I think you are familiar with
it, you say you are talking about giving time
after the First Liens are repaid to allow the
company to recover; is that what you are talking
about?

A. No, the objective was to
get a consensual transaction, and that's why you

would see the Second Lien PIK their interest, and
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1 why fees would be paid to the First Lien Lenders,
2 for example the 5 per cent fee that you talked

3 about, the increase in interest rate, and so that
4 they would get a return commensurate with their

5 risk, and conce they collected all their principal,
6 all their interest and the fees that were due,

7 then and only then, would the Seccond Lien begin to
8 start sharing in the upside.

9 And that certainly was our
10 strategy right through the year.
11 241 Q. And that remained an

12 objective of RBC throughout, right up until just
13 prior to the CCAA filing or even to today; is that
14 fair?
15 A. We have not had any
16 further discussions. We did have one meeting, I
17 believe after the CCAA with Mxxxxxx Cxxxxxx, their
18 counsel and our counsel, to see if there was a way
19 to reach a settlement and basically it was a very
20 short meeting.
21 242 Q. So fair to say that the
22 First Lien Lending Group, other than RBC, hasn't
23 accepted the structure that you were trying to get
24 to that you have described?

25 A. I can't speak for the
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totality. I can tell you that one or two, at
least, of the steering committee members may not
have accepted it. I am not aware that it was
presented to the lending group.

243 Q. You don't know one way or
the other?

A. I don't.

244 Q. But certainly that group
hasn't come back with a proposal with a similar
structure to that which RBC had been
contemplating?

A, That is correct.

245 ‘ Q. I want to take a look at

the credit report at Tab K of Exhibit 1.
A. Okay.

246 0. So this is now a report

from April 15, 2015. So this is prior to the CCAA

filing but just earlier this year?

A. That is correct.
247 Q. And 1if you turn to
page 2, you have a paragraph talking about -- in

the second paragraph, under the proposal outline

background, you say:
"The company had run a sales

process during the fall of
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1 2014. We were told that the

2 sales process went to a second
3 round. " [as read]

4 And you provide some further

5 details, but you don't know the potential purchase
6 amounts; right?

7 A. That is correct.

8 248 Q. And this was information

9 that the company was providing you about the sales
10 process?

11 A. I had a brief call with

12 Dean Mullett. So he was the one that -- basically
13 what I wrote there is was probably verbatim what
14 he told me.
15 249 Q. Dean Mullett is the
16 company's advisor?
17 A. That's correct.

18 250 Q. And if you read down

19 under the proposal outline, a few more paragraphs
20 down, you say that:
21 "RBC as Second Lien Debt

22 Holder has not agreed to the

23 plan support agreement.' [as

24 read]

25 A. Um-hmm .
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Q. Are you talking about
the -- when you talk about the plan support
agreement, are you talking about the
September 2014 support agreement that everybody
except RBC has signed as First Lien Lender?

A. Yes, I am.

Q. And you say: .

"We continue to lqok for

out-of-the-money warrants that

will provide a recovery once
the First Lien has a full
recovery." [as read]

A. Correct.

Q. So you were still looking
for, in April 2015, for this warrant structure
when you say "out of the money", you are talking
about the fact that the company at the time did
not have assets even to meet the value of the
First Lien Debt never mind the Second Lien Debt;
correct?

A. I wouldn't be sgaying
that. What I would say is at that point in time
the warrants had no value and would not have value
until the First Lien had a full recovery.

Q. The reason they had no



value, though, is because there were valuation
assessments that RBC had done internally which
suggested that even the first lien loan, based on
various valuation methodologies, was underwater
and clearly the second lien loan was out of the
money?
A. The valuations were there

to establish provisions, not necessarily establish

the enterprise value of the company.
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Q. Well whatever their
purpose, maybe we should just take a quick look at
them because I believe they are attached to this
credit report. Although the version that you have
I don't think has»them in it. We will have to
give you the unredacted version which we got I
think yesterday. So let me just give you that.

MS. MAHAR: They are in here,
sorry, I had inserted it.

MS. KIMMEL: Oh you have
inserted it this morning?

MS. MAHAR: Yes. I just
missed on the redactions, I apologize.

MS. KIMMEL: I will work from
my loose copy, but we are going to mark that as

the exhibit book, so.
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MS. MAHAR: Yes, it's in the
exhibit book.
BY MS. KIMMEL:

256 Q. So a schedule to this
April 2015 credit report is, this is the RBC
internal summary valuations for Nelson Education;
right?

A. Yes.

257 r 0. and this was an internal
document that had been prepared by RBC in and
around April of 20157?

A. Correct.

258 Q. And you have a summary
page at the beginning with a first lien shortfall
showing a shortfall under all three valuation
methodoldgies for the first lien credit agreement;

ig that right?

A. Those numbers, ves.

259 Q. And therefore there is
nothing -- on these numbers, there is nothing for
the second lien?

A. That's the yes and the no

answer.

With the expectation that this

thing would go into a CCAA, I cannot, as a lender,
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1 ascribe value to the shares that I would be

2 getting or the -- as any of the shares. So you

3 would have to take a look at this, and I don't

4 know what's the begt way to put this, I guess

5 reverse engineer these numbers to come down to a

6 value that was approximate to the $200 million of
7 First Lien Debt that would remain in the company.
8 And that would -- because I cannot give myself, as
9 a First Lien Lender, because I have to keep track
10 of that, I have a -- whatever my pro rata share of
11 that is, I had to reduce it. So that is why you
12 saw the 4, 4-and-a-half million, or whatever I set
13 up as provision, because I had to bring my values
14 down to the 200 million -- or my pro rata share,
15 so equal 200 million.

16 Q. And so you are saying

17 that these are just reverse engineered valuation
18 numbers, that these are not any meaningful attempt
19 by RBC the ascribe value to the first lien loan?
20 A. Like I said, I am a --
21 well, first of all, these are not -- my numbers,
22 not "somebody" at RBC.
23 Q. Well whose numbers are

24 they?

25 A. Mine. I am not a
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valuation expert, but what I have to do is come up
with a provision request or a PCL request that
would meet the, what I perceive to be the
regulatory requirements as well as my external
auditors as far as being as conservative as
possible in my provision.

So these are not an attempt to
do an evaluation, but my attempt to establish
provigion levels.

262 e Q. Did you have any
valuation input from your financial advisors when
you prepared this? CDG.

A. No, I did not. ©No, CDG,
their works were something different than
valuations -- or provisions. They did not work on
the provigion side at all.

263 Q. But had they done any
valuation work they had given you at this point in
time?

A. Yes. In fact, I believe
they are one of the attachmentskthat we have
submitted.

264 | ' Q? That's in June. What T
am trying to establish is whether that -- June of

2015 -- was that something that you had when you

79
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1 prepared this for your loan file, the CDG

2 valuation? Because I don't see any reference to

3 it in your credit report?

4 A. I wouldn't put it in my

5 credit report -- well I think I did one credit

6 report. But, again, this is my attempt to

7 establish provigions, not to guesstimate the

8 economic value of the company going forward.

9 265 Q. So do you know whether
10 you had the CDG valuation work in April of 2015
11 when this credit report was written that we are
12 talking about?

13 A. Oh I certainly had the
14 ones that they prepared for me earlier, yes.

15 266 Q. But you considered those
16 to be wholly irrelevant to the provisioning

17 exercisge; 1is that your evidence?

18 A. For the provisioning

19 exercise? Yes.

20 267 Q. And did you ever give CDG
21 your provisions, these cash -- discounted cash
22 flow and other valuations that you had done for
23 your provisioning, did you ever share those with
24 CDG?

25

A. I did not. No, I did
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not.

268 Q. Did you talk to them
about the fact that you were provisioning the loan
or writing it down or, did they know about any of
that?

MR. FINNIGAN: Did they know
about it in April of 20157

MS. KIMMEL: Yes.

THE WITNESS: I can't remember
if I discussed that or not.

BY MS. KIMMEL:

269 Q. When you look at the debt
trading levels, if you look back to your credit
report, after you talk about your enterprise
valuation on pagé 2 of your'credit report, which
we have already looked at the schedule --

A. Yesp

270 g Q. -- you now have something
on the debt trading levels. And this is the
debt -- the market is valuing the Firét Lien Debt
at 77.7 cents on the dollar; is that right?

A. I think I have 80 cents
on the dollar, that was my guesstimate. What do I
have here?

271 Q. It Says, bottom of

81
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1 page 2, "RBC's indication" -- you have averaged it
2 to 80 cents, that is what you have said.

3 A. Oh, okay. Yes, those

4 were my guesstimates. At that point in time, T

5 wasn't aware of any of the debt trading.

6 Certainly the second lien hadn't traded.

7 272 Q. But for the First Lien

8 Debt, when you say RBC's indication of level",

9 this is based on information that you are getting
10 from within RBC about --
11 A. I called the trading desk
12 and I said "where do you think this thing would
13 trade?™"

14 273 Q. And these are the people
15 that have the Chinese wall, so they don't know

16 what you know and vice versa?

17 A. That is correct.

18 274 Q. If you keep moving down
19 on to page 3 of this credit report, under the

20 heading "Available Strategies", do you see the

21 sentence, the paragraph that begins:

22 "We had maintained a

23 constructive working

24 relationsghip with the sponsor
25 and the company."las read]



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

I take i1t that was an accurate
reflection of your view at the time?
A. I am sorry, where?
275 Q. Under "Available
Strategies"?
MS. MAHAR: Middle of page 3.
THE WITNESS: Am I on the
wrong one? I am sorry.
MS. MAHAR: KX-3 ;— oh, just K,
sorry., she went back.
THE WITNESS: Okay.
BY MS. KIMMEL:
276 Q. Do you see under
"Available Strategies", where you write:
"We have maintained a
constructive working
relationship with the sponsor
and the company . " [as read]
A. Yes.
277 Q. And that was a true
statement at the time?
A. Yes, it was.

278 Q. And just down by

"Selected Account Strategy", in April of 2015 when

you wrote this credit report, you say that:

83
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1 "It is clear that the company
2 will go through CCAA procedure
3 that will result in the

4 llenders converting some of

5 their debt to equity and

6 realize on the security."las
7 read]

8 Was that information that the
9 company had shared with you at the time?
10 A, No.

11 279 Q. That was just your

12 assessment of the situation?

13 A. That was my expectation,
14 ves.
15 280 Q. So I take 1t you weren't
16 surprised when the company filed CCAA the next
17 month?
18 A, They didn't. Oh, April.
19 April, T am sorry, I got my times confused here.
20 No, because I knew there were
21 some discussions they were preparing. But my
22 caveat to that would be, I am surprised they
23 didn't file in September. That's where my
24 surprise was.

25 281 Q. So speaking about
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September, just coming back to that document that
you have mentioned a few times, the support
agreement that was signed by everyone except RBC
in September of 2014.
A, Yes.

282 Q. There was a call on
September 10th with the First Lien Lenders to talk
about. the support agreement. And I don't know,

did you participate for RBC on that call?

A, I did not.
283 Q. Do you know who Nick -- I
am going to get his name wrong -- Jarmoszuk isg?
A. He wag on the trading
desk.
284 Q. And is he, did you have

any discugsion with him about anything that
transpired on that call?

A. I have had disgcussiong
with him back then. I was trying not to get
ingide information, if you will, on the first lien
position and go I didn't participate, and I doubt
if I would have asgked him any questions reléted to
strategy or whatever in that first lien call.

285 ‘ Q. Okay, but you did

actually hear about or at least get some

85
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1 information about what had been reported on that

2 call?

3 A. Yes. I did go on to the

4 site and I pulled down the presentation, but I

5 didn't listen to it.

6 286 Q. Okay. And I think you

7 also, if we could look at Exhibit 2 to

8 Mr. Nordal's examination.

] This is in September 11, 2014,
10 e-mail that Mr. Tenzer at Paul Hastings forwards
11 to you and others which attaches a report from
12 something called Reorg Research Alert.

13 A. Um-hmm.

14 287 Q. Leaving aside whatever

15 the accuracy or inaccuracy of it is, you were

16 provided with this report the day after the call;
17 igs that rightv?

18 A. Yeah.

19 288 Q. Now one of the things

20 that gets mentioned in here, and I just want to
21 know if you agree with this, you know, at this

22 point in time the assessment that was being made.
23 If you look in the second full
24 paragraph in the actual report itself, so it says
25 "details presented on the call"; do you see that?
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290

A. Yes.

Q. The second sentence
reads:

"Whether the process can be

accomplished out of court

depends on a number of
variables including creditor
support and the results of the
sale process."[as read]

Do you recall that that was
something that you were aware of, made aware of in
September of 20147

A. In the plan support
agreement when I read it, that is my
understanding.

Q. And so there was
obviously in September an option or at least a
prospect that this cou1§ be done without any court
filing or proceeding, that was within the
contemplation of the parties in September of 20147?

A. No. I thought that it
would require a court process because I thought it
would be difficult to get 100 per cent of the
lenders. And so certainly with discussions with

Rob Chadwick, they thought a CCBA, or whatever it

87
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1 is, or a CCAA, would be the most likely route.

2 And that was the direction that he wanted to head
3 was the. ..

4 291 : Q. But obviously if you

5 could get a consensual deal with everybody on

6 board, you didn't need to go to court, that was

7 one prospect?

8 A. Oh, yes. You asked me if
9 I expected that. I am sorry. I would have hoped
10 for that, but I didn't expect it.
11 292 0. Right, okay. But when
12 you throughout this period, as you reflected in
13 your credit reports, were working towards a
14 consensual deal, if you had achieved it, you would
15 not have needed a court process?

16 A. That is correct.

17 293 Q. And we have already
18 established that you, RBC, is the only First Lien
19 Lender that hasn't signed on to the September
20 support agreement?
21 A. Correct.
22 294 Q. And RBC made that
23 decision because it wanted to protect its second
24 lien position; is that right?

25

A. No.
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295 Q. So you just decided
irrespective of the second lien position that you
weren't going to sign on to that support
agreement?

A. As a -- from a second
lien perspective, I have got to go back here.

I think it would be fair to say
that I was looking at the entire RBC perspective.

296 = Q. And RBC hoped to reach a
consensual transaction that would have greater
upside for the Second Lien Lenders, so that is why
RBC didn't sign on to the support agreement?

A, Greater upside after the
first lien was repaid.

297 ' Q. And you considered that
to be a commercially reasonable decision for RBC
to make at the time?

A. What? To expect a full

recovery for the first lien?

298 Q. To not sign the consent
agreement.
A. Commercially?
299 | Q. Yes.

A. No. I didn't get the

money.



300 Q. So you didn't think that

that was the right commercial decision for RBC at

the time to decide not to sign it?
A, I didn't think the plan
gsupport agreement was, what's the word... I

thought it just about violated every concept of

the intercreditor agreement as well as the first

and second lien agreement.

301 Q. So your view was that
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this agreement offended wvarious contracts and
therefore you weren't going to sign it; xright?
A. Yes.

302 Q. But you understood that
it contained a provision that said if you don't
gsign it you don't get a consent fee?

A. I undexrstood that that
wording was in there, yes.

303 Q. And so you understood

that in not signing that agreement, to the extent

that that provision was upheld as being a valid

contractual provision with the company, that they

would pay only the people who signed? That RBC
was giving up the consent fee; right?
A. If it wag held up by a

court, vyes.
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Q. Did you at any time prior
to the motion that we have seen that was commenced
earlier in July of 2015, did RBC ever commence any
proceedings to get any judicial determination of
whether or not the support agreement or the
congent fee provisions in it were valid and
enforceable?

A, No.

Can I ask one clarifying
question or whatever?

Did we seek judicial action?
The answer is no. But we had expressed our
displeasure, objections in writing to both the --
certainly to the agent.

Q. And you were here during
Mr. Nordal's examination yesterday, you recall
that there was some exhibits marked on that
examination. Are you referring to those that were
Exhibits 4 through 8, letters that were written by

Paul Hastings and by the bank itself?

A. Yes.

Q. That is what you are
referring?

A. Yes, I am.

Q. There is also, I think,
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1 one from Thornton Grout, just so that we are

2 clear. So it's those exhibits, that is what you
3 mean when you say "we complained", you complained?
4 A. That's right.

5 308 Q. Now just so that we have
6 them on the record, there were some responses to
7 those letters which were not put to Mr. Nordal

8 yesterday, but I would like to just show you them
9 and see if you are aware of them.

10 The first one is a letter from
11 Goodmans dated September 19, 2014. I am going to
12 ask you if you have seen that before, Mr. Vowell?
13 MR. FINNIGAN: The question is
14 have you seen it.
15 THE WITNESS: I have seen it,
16 ves.

17 BY MS. KIMMEL:

18 309 Q. And you acknowledge that
19 it's a response to Exhibit 4, which is
20 September 16, 2014, letter from Paul Hastings?
21 A. Yes.

22 MS. KIMMEL: So we will mark
23 the Goodmans September 19, 2014, as Exhibit 3 on
24 this examination.

25

EXHIBIT NO. 3: Letter from
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now show you a letter of October 6th from Goodmans

to Paul Hastings.

Rob Chadwick of Goodmans LLP
to Andrew Tenzer of Paul
Hastings LLP, dated September
19, 2014 Re: Nelson Education
Ltd. ("Nelson" or the
"Company") .

BY MS. KIMMEL:

Q. And then I am going to

This is a response to the

October 1lst letter from Paul Hastings which was

marked as Exhibit 5 on Mr. Nordal's examination.

So this October 6,

2014, letter from Goodmans.

Did you receive a copy of this, Mr. Vowell?

as Exhibit 4.

A. Yes, I did.

MS. KIMMEL:  We will mark this

EXHIBIT NO. 4: Letter from
Rob Chadwick of Goodmans LLP
to Andrew Tenzer of Paul
Hastingg LLP, dated October 6,
2014 Re: ©Nelson Education
Ltd. ("Nelson" or the
"Company"

BY MS. KIMMEL:

93
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1 311 Q. And then Bennett Jones

2 wrote a letter on October 16th to Mr. Sobel at the
3 Royal Bank --

4 A. Ms..

5 312 Q. Sorry, Ms. Sobel at the
6 Royal Bank --

7 A. We get confused a lot.

8 313 Q. -- it's in response, I

9 believe, to the Exhibit 6, October 13th, letter
10 that we marked on Mr. Nordal's examination. So
11 now exhibit, I would like to mark as Exhibit 5,
12 this Bennett Jones letter of October 16, 2014.
13 Mr. Vowell, I take it you are
14 familiar with this as well?
15 A. I have seen this, vyes.
16 MS. KIMMEL: So we will mark
17 this October 16th response as Exhibit 5.

18 And I think that's all we need
19 to deal with.
20 EXHIBIT NO. 5: Letter from
21 Kevin Zych of Bennett Jones
22 LLP to Leslie Sobel at RBC,
23 dated October 16, 2014, Re:
24 Nelson Education Ltd.

25

BY MS. KIMMEL:
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Q. So you, just to come back
to your point, Mr. Vowell, you were complaining in
the fall about various aspects of the support
agreement, and you were receiving responses from
counsel for both the company and the First Lien
Lenders in connection with your complaints?

A. Correct.

Q. And those were obviously
not resolved in the fall of 20147

A. That is correct.

Q. Now in the fall of 2014,
I take it you were aware that it was offered to
the company that it could sign a confidentiality
agreement 1f it wanted to get some more
information about what was happening in the sales
process; right?

A. That is correct.

Q. And the company did not

‘negotiate or sign a confidentiality agreement --

sorry, RBC did not negotiate or sign a
confidentiality agreement?

A. Our view was we didn't
have to, we had already committed to
confidentiality agreement under the loan

agreement.



1 318 Q. You are aware that there
2 were confidentiality covenants that the other

3 First Lien Lenders had signed on to when they

4 signed the support agreement?

5 Al I was not -- oh, is it in
6 the support agreement?

7 319 Q. It is.

8 A. Okay, then I will take

9 your word for it.
10 320 Q. But RBC's position was
11 even though it didn't sign the support agreement
12 that it shouldn't have to sign anything else, is
13 that what you are saying?
14 A. That was our view, vyes.
15 321 Q. Were you aware of the
16 fact that it was communicated to the company's
17 counsel that RBC wasn't prepared to sign a

18 confidentiality agreement until its agent fees
19 were pald? Was that one of the reasons why vyou
20 refused to sign it?
21 A. No.
22 322 Q. So 1f that was
23 communicated --
24 A, Okay, what was being

25 communicated to the company at the time was that
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they were asking us to incur legal fees and
expenses related to the transaction and yet they
refused to pay us for those, and that is what was
being communicated.

So the company was asking us to
incur expenses that they were not willing to pay
us.

Q. Why do you say they were
asking you to incur expenses? They weren't
telling you the go hire your advisors, to instruct
your advisors to do it?

A. “~Because I am not a lawyer
and I rely on legal éounéel to review the
documents. And I can't believe that you would
have your client sign documents without a legal
review.

Q. I just want to come back
to this because you said the reason was you didn't
think you had to sign a confidentiality agreement,
but is another reason why RBC was refusing to sign
the cohfidentiality agreement because they didn't
want to sign on to it or participate in the sales
process until their ageﬁt fees were being paid?

A. What I said was we didn't

think we had to sign it, and the second thing is,
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1 I believe the letter said we wouldn't be reviewing
2 this documentation until our fees were paid.

3 Q. And you continued to

4 correspond about the fees and it wasn't resolved.
5 You knew the fees were not being paid; right? You
6 knew the company's position that it wasn't going

7 to pay the fees?

8 A. Right, so we were being

9 asked to opine or -- or look at legal

10 documentation without any payment to the bank or
11 to the -- to our legal advisors.

12 Q. Leaving aside what vyou

13 precisely were asked, this confidentiality

14 agreement was what was golng to get you access to
15 what was happening in the sales process, leaving
16 aside whatever legal documents might be involved?
17 Al Supposedly, yes.

18 Q. And just to be clear, you
19 never did sign a confidentiality agreement?
20 A. That would be correct.

21 Q. I take it you will agree
22 with me that you were somewhat limited in terms of
23 the information that the company was able to

24 provide you about the sales process without having
25 resolved the confidentiality agreement issue;
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right?

A. I should not have been
limited because I had already entered into a
confidentiality agreement with the company.

329 Q. So you understood,
though, that the company didn't consider that to
be sufficient for the purposes of the sales
process? That was communicated to you; right?

A. Yes. I shouldn't say by
the company, but certainly Rob Chadwick.

330 Q. Okay, by the company's
advisors. Are you aware that Paul Hastings,
counsel for RBC, had represented to the company
that if‘necessary the Second Lien Agent would
agree to execute a reasonable non-disclosure
agreement?

A. I am sorry?

331 Q. Are you aware that Paul
Hastings, the legal counsel to RBC, had
represented to the company's counsel that if
nécessary the Second Lien Agent would agree to
execute a reasonable non-disclosure agreement?

A, I don't recall that.
332 Q. Okay, well it was marked

as Exhibit 5 on Mr. Nordal's examination, maybe we
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1 can just turn that up. It's at the bottom of the
2 gsecond paragraph of that letter on page 1, see the
3 last sentence?

4 A. Yes.

5 333 . Q. So were you aware of

6 that, do you --

7 Al Well now that I read it,

8 yes.

9 334 Q. So the company, at least
10 as far as this letter communicated, was under the
11 impression that the Second Lien Agent would agree
12 to execute a reasonable non-disclosure agreement
13 notwithstanding your view that --

14 A. Reasonable.

15 335 Q. -- notwithstanding your
16 view that something had already been included in
17 the locan or the credit agreement?

18 MR. FINNIGAN: We can't say
19 whét the company thought, but the letter says what
20 it says.

21 BY MS. KIMMEL:

22 336 Q. You will agree with me,
23 Mr. Vowell, that the company was being told that
24 RBC would agree to execute a reasonable

25 non-disclosure agreement that was something over
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and above what was in the first lien loan or the
first lien credit agreement? That is clearly what
this letter is communicating?
A. Yes. That would be my

assumption, yes.

337 Q. And I think you will
agree with me, because we have already essentially
covered this, that despite the complaints, these
letters going back and forth, there was still --
you were still hoping that there would be a
consensual resolution and you were still certainly

working towards that?

A. Correct.
338 Q. And --
A, Sorry, at this point in
time?
339 Q. Well, throughout the

period from September to May, even though these
letters were going back and forth.
A. Okay, I am sorry, yes.
Okay.
340 Q. Just let me get this
clear on the record.
So throughout this period from

September to May, even though these letters,

101
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1 complaint letters and resgponses are going back and
2 forth, positions are being taken, RBC is still

3 hopeful that a congensual resolution could be

4 achieved?

5 A. Correct.

6 Q. Now, in your affidavit --
7 just let me make sure I have the right one here --
8 of July 13th -- oh, I might be wrong, sorry. It's
S the other one, the July 21st. It's very
10 confusing. Can you go to page 67?
11 You mention in paragraph 9 that
12 FTI was appointed as the monitor in replacement of
13 A&M?
14 A. Um-hmm.
15 Q. FTI was the Monitor who
16 RBC was suggesting to replace A&M; correct?
17 A. That's correct.
18 Q. and I take it you
19 describe to some extent in your affidavit, we can
20 agree, that RBC was given every opportunity to
21 present the concerns that it had about the sales
22 process and about value maximization to FTI once
23 FTI came into place?
24 A. That is correct.
25 344 Q. And you describe in your
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affidavit in the exhibits, various presentations
and memos that were given to the monitor that
outlined RBC's concerns about the sales process
and about the value maximization efforts?

A. - Correct.

345 Q. Now I take it you have
seen the Monitor's second report of July 8, 20157

A, Yes, I have.

346 e Q. And that report was
prepared by the Monitor after RBC presented its
various concerns and objections; correct?

A. Correct.

347 Q. And that report, let's
just perhaps take a moment here to identify it. I
think it's in the Court file, so I don't think it
needs to be marked, but if you would like a copy
of it I have one for you.

A. Thank you.

348 Q. This is the second report

of the monitor dated July 8, 2015.
A. Um-hmm.

349 Q. And in that report, the
Monitor, you will agree with me, deals with each
of the concerns and objections that RBC had

raised; right?

103



104

1 A. I can't say that it dealt
2 with them all. I mean, I don't know that this

3 contains all of them, but I assume they do.

4 350 Q. Certainly. And we can

5 look at some parts of it if you'd like.

6 The Monitor has dealt with

7 various concerns relating to the sales process,

8 and if you go to pages 17 to 18 of the Monitor's
9 report you can see that?
10 A. Um-hmm.

11 351 Q. And if you look after a
12 discussion of a variety of topics under various
13 headings, which I am not going to read into the
14 record, they speak for themselves.
15 If you go to page 25, there is
16 an assessment of the sales process by the Monitor
17 and the Monitor expresses its views --
18 A. Yes.

19 352 Q. I take it you are aware
20 of those views?
21 A. Yes, I am.
22 353 Q. And you acknowledge that
23 those views were formed having taken into account
24 the presentations, concerns and objections that
25 RBC presented?
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A. That is what it says.

354 Q. And if you go to
page 37 -- sorry, that's not going to be the right
one. |

Sorry, page 42, paragraph 131
of the Monitor's report. |

A. Page 42.

355 Q. Having taken into
congideration or having had available to it RBC's
presentations with its concerns and objections,
the Monitor says that it:

"Does not believe that the

SISP, the sales process, was

adversely impacted by any lack

of consultation with the

Second Lien Lenders or that

any material change in the

outcome of the SISP would have
resulted from such
consultation."tas read]

So with respect to that
particular‘concern about your involvement or
consultation, the Monitor concluded that it
wouldn't have made any difference.

A. And I would respond to
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1 you that I respectfully disagree with their

2 opinion.

3 356 Q. Okay. But this is FTI,
4 and you don't have any concerns about their

5 objectivity; do you?

6 A. Objectivity, no. But

7 they are not right 100 per cent of the time.

8 Neither am I, but I disagree with their comment.
9 357 Q. Okay. But RBC had a full
10 opportunity to air its concerns and the Monitor
11 has reached the conclusions it has reached,
12 whether you agree or disagree with them?
13 A. Yes.
14 358 Q. Now I know you were here
15 yesterday during Mr. Nordal's examination, so you
16 will know that there was some questions asked
17 about various information concerning what was
18 presented or represented to Heritage Canada?

19 A. Um-hmm.
20 359 0. You recall hearing about
21 that issue?
22 A. Yes.
23 360 7, Q. And what I am wondering
24 about, if you can just confirm, Mr. Vowell, is
25 that at no time has RBC brought forward a motion
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or have you instructed counsel to bring forward a
motion to seek disclosure of those submissions
which, as you know, the company has said it's not
able to provide?

A, I am aware that my
counsel had requested of Rob Chadwick information
on the Heritage Canada matter.

Q. And are you aware that
your :counsel was told that there were various
reasons why that couldn't be provided and that, in
response, your counsel said that a motion would be
brought to obtain those submissions?

A. I don't recall that, the
specific words, no.

0. I am showing you an
e-mail printout from Ms. Miller at the Thornton
Grout iaw firm to Mr. Chadwick, copied to various
others.

MS. MAHAR: Do you have an
extra copy?

MS. MILLER: Is this the
complete e-mail trail or just one e-mail?

MS. KIMMEL: It's just one
e-mail.

MS. MAHAR: Where is the
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trail?

MS. KIMMEL: I want to deal
with one point, you guys can do what you like with
it afterwards. Tt's no different than what you
guys did yesterday with all those letters that you
put to Mr. Nordal without the responses.

BY MS. KIMMEL:

Q. I just want to deal with

one factual issue here, I am not interested in the
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whole debate back and forth on this issue, but I
just want to know, Mr. Vowell, whether you are
aware of the statement that was made by your
counsel on July 7th which is reflected in this
e-mail in the third sentence where it says:
"If the information is not
provided voluntarily, we will

obtain a court order to obtain

same. " [as read]
A, I am not aware of it.
Q. Okay, let's just

establish this, and we don't need to mark this as
an exhibit: RBC hasn't brought a motion to date
to obtain a court order for access to the Heritage
Canada submissions?

A. Not that I am aware of,
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no.

365 Q. Thank you. I don't want
to cause any objection, so I am not going to mark
this as an exhibit.

Do you recall that one of the
concerns that you had identified for the Monitor
about the sales process is that purchasers weren't
given information that might have been given to
Heritage Canada or that might have enabled them to
evaluate the issues that Heritage Canada might be
concerned about?

A, Yes.

366 Q. And you are aware that
the Monitor was made aware of that issue and that
ultimately the Monitor concluded that that wasn't
a concern in the sales process?

A. No, he didn't. He sgaild
it was not a factor for the potential purchasers
that were in the process, but they could not
address the issue of purchasers who did not
participate in the sales process.

367 Q. So that i1s what you took
from the Monitor's report?

A.. Not from the Monitor's

report, from the Monitor.
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1 368 Q. Oh, I see. Well in terms
2 of this issue as 1t relates to the report, let me
3 just see 1f I can find it -- I won't waste time

4 here, I will look for it afterwards.

5 But you are saying this was

6 just something that was verbally communicated to

7 you by the Monitor?

8 A, Yes, with counsel and

9 everybody else there.
10 369 Q. At one of your
11 presentations?

12 A. Yes, when we sat down, we
13 met with the Monitor and their legal counsel, yes.
14 370 Q. I see, okay.

15 But so that was fully aired in
16 your discussion with them, that is what you are
17 telling me now, this concern that you had?

18 A. Right. And they

19 responded that they could only, I don't know if
20 the word is "adjudicate", "assess" based on the
21 people they talked to who participated in the
22 process as opposed to they didn't follow-up on

23 people that didn't participate in the process. So
24 the gquestion 1s, how many people didn't

25 participate because of that concern? And we don't
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371 | Q. Okay, right. But you
acknowledge, in the end, the Monitor concluded
they felt the sales process was robust and
appropriate, and that didn't end up becoming a
reason for them to be concerned about the sales
process?

MR. FINNIGAN: We can agree he
has rgad the Monitor's report, he knows what they
say, sSo --

BY MS. KIMMEL:

372 Q. That's fine, it speaks
for itself. That is fine. It is helpful to know
you did raise that with them, though?

A. Yes.

373 Q. =~ Okay, thank you.

There is just a couple of other
things I want to ask you about in some of the
e-mails, and I think rather than leafing through
the binder, I have printed copies of those that I
want to show you.

So I have some questions which
counsel may be able to assist with.

I just want to know, if T

could, the first one I am handing you is stamped
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1 NR002401, it is an e-mail from Jonathan Miller to,
2 among otheré, Les Vowell, dated May 1, 2014, and
3 there is some redactions, there is two different
4 e-mails in the chain that are redacted. Can you
5 just .tell me why they are being redacted?
6 MS. MAHAR: They are
7 individual names of Second Lien Lenders. You
8 asked for communications with Second Lien Lenders,
9 and we redacted their names and the companies they
10 worked at. I think consistent with the First
11 Lien's position.
12 BY MS. KIMMEL:
13 374 Q. And is that the reason
14 for all of the redactions in the addressee or,
15 like, the "to"/"from" line?
16 MS&. MAHAR: Yes, that is
17 correct.
18 BY MS. KIMMEL:
19 375 Q. Okay, so I don't need to
20 go beyond that.
21 Then I just want to ask about
22 one other, which seems to have a larger redaction,
23 so I just wént to make sure I know what that is.
24 This is NR003585, and it says
25 September 11th, 2014, e-mail from Mr. Vowell. The
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recipients and authors are redacted, but then
there is a redaction of content, which I am
just --

MS. MAHAR: No, it's actually
their logo that was redacted out of, again, the
Second Lien Lender's logo. And underneath that is
a catch phrase that they use to identify them as a
lender that, again, would identify -- if you knew
what it said, it would identify who the Second
Lien Lender was. There is no content redacted
out.

MS. KIMMEL: Okay. Just for
the clarity of the record, I will mark this
NR003585 as the next exhibit, and the one I asked
about previously, NR002401, why don't we just mark
those two together as the next exhibit.

'EXHIBIT NO. 6: Bundle of two

separate e-mail strings,

Documents NR002401 and

NR0O03585.

MS. KIMMEL: I think I
mentioned earlier that Mr. Staley's got a couple
of topics that he wanted to cover, so what I tried
to do was find out from him what they were and not

cover them so that we don't have to go back and
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1 forth on the same topics.

2 So I am going to sgtop asking

3 questions, I am going to hand it over to

4 Mr. Staley. I don't know exactly what he is

5 covering and so if I have a few little questions
6 at the end of it, I will pop back in, but I am

7 hopping to not have to do that.

8 MR. FINNIGAN: But you are

9 finished subject to what areas -- you are not
10 splitting your examination up? |
11 MS. KIMMEL: No, I am not

12 gplitting the examination up, but I just don't

13 know exactly what he is going to ask about. I
14 don't have the benefit of having heard him or even
15 any information, details about what he is going to
16 ask about. ‘So it is possible that he might ask
17 about sgsomething that I have, from the company
18 perspective, some questions about.
19 MR. FINNIGAN: But you are
20 finished your examination subject to his
21 questions?
22 MS. KIMMEL: Yes. And subject
23 speaking to Caroline, so if we want to take a
24 short break that might be a good idea.

25 MR. FINNIGAN: Yes, please.
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--- Upon recess at 12:33 p.m.
--- Upon resuming at 12:42 p.m.
CROSS-EXAMINATION BY MR. STALEY:

376 0. So, Mr. Vowell, in
response to a guestion from Ms. Kimmel, you
helpfully offered that you are not a 1awyer. So
that really invites the question as to what you
are. Maybe you can just tell me a little bit

your educational background, any

,,,,,

professional designations that you have?
A. Under graduate degree
from Marquette University in Milwaukee.
377 Q. In?
A. Business administration
finance. And MBA from McGill.
Joined the bank in August of
'81, so this month is my 34th anniversary.
378 ‘ Q. So I was going to ask
you, you saild you have been with the bank for 34

years, that's been with RBC throughout that

period?
A. That's correct.
379 ‘ Q. And this is your first
time to Toronto?
A. No, no, I am from
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1 Toronto.
2 380 Q. No, I thought I heard you
3 gsate this was your first time. I wondered how
4 that was possible.
5 A. No, okay.
6 381 Q. So just on that, you told
7 ug that you are with Special Loans Advisory
8 Services?
g A. Correct.
10 382 Q. And how long have you
11 been in that group?
12 A. Split between two periods
13 of time. In my current position, I moved down to
14 New York actually 11 years ago this month.
15 383 Q. Now I am just going to
16 pick as an illustration just one of the credit
17 reports, I will go to the very last one, K,
18 because it's the most current.
19 A. Okay, vyes.
20 384 | Q. And I am just. going to go
21 to page 3. And I only want to go to page 3 just
22 because there is signature lines at the bottom for
23 different people?
24 A. Okay.
25 385 Q. And you are identified
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there as senior manager SLAS?

A. Correct,

386 | Q. and if I go back to the
first one, which I won't do, but I think you had
had the same title back then; is that right?

A. That is my bank title,
correct.

387 Q. And how long have you had
the title or position senior manager SLAS?

A. That is Within group
risk. It gets confusing, but within the bank I
have two titles.

388 Q. Okay.

A. I am senior manager, but
in the division or, I am sorry, within the group
Capital Markets, I am known as the managing
director.

389 Q. Right, and there is lots
of managing directors in RBC; ig that fair?

AL I would say it's fair
within Capital Markets.

390 o Q. Okay, okay.

And, again, I am not trying to
suggest anything, you are not trying to deceive us

in any way --
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1 A. Okay.

2 391 Q. -- but you have got one

3 RBC Capital Markets title, and then you have the
4 senior manager SLAS title. So just tell me how

5 long you have had that title or position?

6 A. The title goes throughout
7 the 11 months --

8 MR. FINNIGAN: Eleven years --
9 BY MR. STALEY:
10 Q. -- eleven years?

11 Al Eleven years, I am sorry.
12 But there was a promotion in between that was the
13 managing director. So it's the managing director
14 that drives the salary, if you will, but the title
15 is the same.
16 Q. And looking back at your
17 career at RBC, of the 34 years you have been at
18 RBC, how long have you been in special loans? It
19 may have a different name, but how long have you
20 been in that group from the time you started until
21 now?
22 A. Eleven years to date.
23 And then four years during the real estate
24 troubles here in New York -- in Toronto. So that
25 would have been 15 years in total.
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394 Q. And within the hierarchy
of SLAS, just tell me how you rank in the relative
hierarchy of SLAS?

A. So there would be myself
going up to Ray Chang. Bruce Campbell would be
the one to -- at his signing level. And the only
higher person after Bruce would be have been Mark
Hughes, who is the chief risk officer.

395 - Q. If I was to look at an
org chart, I am looking left on page 3, I would
see you, and then I would see above you in the
hierarchy, Mr. Chang and then Mr.‘Campbell sort of
workihg up to the chief risk officer?

A. Well chief risk officer
doesn't gign off on this one, it's not large
enough.

396 Q. But if T was to look up
the hierarchy, that's how the hierarchy would
work?

A. Yes.

397 Q. And you are the guy,
unfortunately, that has to prepare these repdrts?

A. That is correct.

398 " Q. And I take it, sir, from

what you have told me about your tenure with the
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1 bank and in this area, that you have had extensive
2 experience in dealing with distressed companies?
3 A. That's correct.

4 399 Q. On behalf of the bank?

5 Al On behalf of the bank,

6 yes.

7 400 Q. And all with a view to

8 try to maximize the bank's realization from

9 distressed companies?
10 A. That is correct, yes. We
11 do maximize recovery, yes.

12 401 . Q. And that would include
13 companies some of which have gone into bankruptcy
14 protection, formal proceedings?
15 A. That's true.
16 402 Q. And some that have
17 avoided going into formal proceedings?
18 A. That is correct.

19 403 Q. And you will agree with
20 me, sir, that from the perspective of the bank, it
21 would expect that its recoveries would typically
22 be increased if the entity was to continue as a
23 going concern?
24 A. That is correct.

25 404 Q. And if one is to go and
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continue as a going concern, the company needs to

retain its customers?

A. Yes.
405 Q. And iﬁ needs to retain
its suppliers?
A. Critical suppliers, ves.
406 Q. It needs to retain

whatever suppliers it actually needs to carry on
business; is that fair?
A. I think that's fair.

407 Q. It also needs to retain
employees, or at least the employees that it needs
to continue to carry on business; is that fair?

A. Again, key employees,
yes.

408 Q. Right. And, in fact, in
some situations, companies make special provision
in an insgolvency to induce key employees to the
stay with the company; is that your experience?

A. Yes.

409 Q. And you will agree with
me, sir, that if you are trying to continue a
business as a going concérn, ybu'Woﬁld expect‘that‘
you would actually pay your suppliers in the

ordinary course?



122

1 A. That is correct.

2 410 Q. And you would pay your

3 employees in the ordinary course?

4 A. Correct.

5 411 Q. And you would also try to
6 take steps to provide some assurance to your

7 customers, suppliers and employees that the

8 company was going to continue as a going concern,
9 is that fair?
10 A. Yes.
11 412 Q. And you would want to --
12 you would be trying to promote the company's
13 efforts to restructure successfully so that they
14 would -- so that the suppliers and customers would
15 continue to deal with the company?
16 A. That would be implicit in
17 the restructure, vyes.
18 413 Q. Right. It would be a
19 positive messaging exercise that you would try to
20 do so that you would retain as much customer
21 support and supplier support in the course of a
22 restructuring?
23 A. Yes.
24 414 Q. And you would expect the
25 a company to trybto do that if it's trying to work
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through its situations and come out as a
restructured company?

A. I would expect the
company to do that within the confines of a formal
restructuring, yes.

415 Q. Now, sir --

‘A, I just want to make sure
I am c¢lear on that. On a formal restructuring,
which is a CCAA or a Chapter 11 in the States or
whatever.

416 v Q. You would expect in any
circumstance where there is concerns about the
company's viability that they would try to take
steps to provide reassurance to customers,
employees and Suppliers that the company is going
to -- is still going to be around?

A. Right, but they do that
within the confines of a CCAA or an out-of-court
restructuring.

4717 Q. An out-of-court
restructuring.

- So, sir, if I look at your
responding motion record which contains your July
21st, affidavit.

A. July 21st. ©Oh, all
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1 right. I have got two 13s. I must have yours.
2 MR. FINNIGAN: You have mine.
3 THE WITNESS: The 21st,:okay.
4 BY MR. STALEY:
5 418 Q. And, sir, if I take a
6 loock, and I am going to have you focus at, in your
7 affidavit, at the references to Exhibits C and D,
8 which you will find at paragraphs 11 and 12.
9 A. So, I am going back to
10 the --
11 MR. FINNIGAN: So first read
12 11 and 12.
13 BY MR. STALEY:
14 419 Q. So take a second, sir,
15 and read paragraphs 11 and 12.
16 A. Yes.
17 420 Q. And if I turn, sir, to, I
18 am going to focus for a second on paragraph 11,
19 Exhibit C, and you reference there something that
20 was on the Monitor's website?
21 A. Um-hmm.
22 421 Q. Sorry, the company's
23 website.
24 A. Yes.
25 422 Q. And it's a description,
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if you turn to the discussion there, transaction
update, sir?
A. Um-hmm.
423 Q. And this ié gomething
that would be publicly accessible or was publicly
accessible on the company's webgsite at that time?
A. That's correct.
424 . Q. And it purports to
describe the sales transaction that is the subject

of the motion that's going to be argued on August

the 23rd --
MR. FINNIGAN: Thirteenth.
BY MR. STALEY:
425 Q. Sorry, I am losing my

mind. Argued on the 13th?
A. Yes.

426 ' ) Q0. And so if I look back on
your paragraph 11 of your affidavit, it references
the manner in which the transaction is presented
torthe”public; do you see that there, sir?

A. Yes.

427 Q. And you wili agree with
me, sir, that ag it relates to the parties who are
in contest on the application that's coming up on

the 13th, the partiles that are contesting the
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1 application know that it is not a fait accompli;

2 is that fair?

3 A. I believe that is

4 correct, yes.

5 428 Q. And because the parties

6 are, in fact, here today in the midst of

7 crosg-examinations in relation to that?

8 A, Correct.

9 429 Q. And you will agree with
10 me, sir, that this update is directed at trying to
11 provide assurance to the company's customers and
12 suppliers with respect to the fact that the
13 company is expected to come out the other side
14 intact; is that fair, sir?

15 MR. FINNIGAN: He can't

16 testify as to what the company had in mind when it
17 wrote the affidavit.

18 BY MR. STALEY:

19 430 Q. That is how you would

20 read it, sir? This is an advertisement to the
21 public, not to the people who are fighting about
22 thisg issue®?

23 A. That they expect to come
24 out, ves.

25 431 Q. Yes. And you would
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expect a company that is trying to emerge, to come
out the other side, to try to provide positive
assurances to the public that it's gqing to escape
from the process intact; is that fair, sir?

A. I would expect that -- I
don't know 1f I would expect them to do it, but
they did it.

Q. Now, sir, I am going to
spend,most of the rest of my time with you, and it
won't. take that long, going through some of the
credit reports.

And if you have the book of
reports handy, I am going to just flip through a
number of the tabs with you.

A. Okay.

Q. And just to sort of start
with the big picture and then get into some of the
weeds.

A, Okay.

Q. If T was to take you
through, and if you don't know this, I invite you
to look at the document. If I was to take you
from the first of the credit reports, which goes
from September of 2013, through to the final

report, which is April of 2015. As of the first
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1 credit report, RBC had already written off

2 $80 million of its second lien position?

3 A, I believe that's correct,
4 ves.

5 435 Q. And then by the time we

6 get to the end of -- get to the final report,

7 which is the April 2015 report, the cdmpany had

8 written off the entirety of the second lien

9 position?

10 A. We had written off the

11 entirety of our second lien position, yes.

12 436 Q. And the company also had
13 written off a portion of its firstvlien position?
14 A. That is correct.

15 437 Q. And if I read the report
16 correctly -- and I will come back to this as I

17 sort of work through the narrative.

18 In the final report, a

19 recommendation isg, in fact, made that a provision
20 be taken on account of the First Lien Debt; is
21 that fair? It's K, if you want to look at it.

22 A, Yes, soO, from.a -- from
23 the bank's reporting perspective, the

24 recommendation was to write off a portion of the
25 First Lien Debt. And my, again, my only caveat is
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I continue to gay that we thought there was value
that would eventually come to the bank.

438 Q. Through the warrant
process that you have been discussing?

A, Or whatever process that
wag negotiated, yes.

439 Q. You hoped to be able to
negotiate a process that gave the bank some
warrants that would allow the bank to enjoy the
benefit of a future increasge in value if that was
later realized; is that fair?

A. After the First Lien got
back all their money.

440 Q. Right. And you
understand that just as a matter of principle,
where you have got a First Lien Debt and a Second
Lien Debt, the idea ig that the First Lien gets
paid in full before the Second Lien gets paid; is

that fair?

A, No.
441 o Q. It's not the case?
A, No, it's not.
442 Q. Not the case?
A. I rank pari passu with

the First Lien Debt unless there is a realization
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1 action.

2 443 Q. Okay, unlessg there is a

3 realization action?

4 A. Right.

5 444 Q. And if there is a

6 realization action, then you rank’behind the First

7 Lien Debt?

8 A. That is correct.

9 445 Q. So let me if I can, sir,
10 just go through a number of the documents that are
11 set out‘in the credit reports. I am just going to
12 skip through a few of them. I want to start with
13 the credit report at Tab B.

14 A. "B" as in "boy"?

15 446 Q. "B" as in "Bob".

16 A. Okay.

17 447 Q. And this is a report,

18 sir, that is dated January 15, 20147

19 A. Yes.

20 448 Q. And I want to just, if I
21 can, take you to the second page. And if I look
22 on the second page, sir, there is various action
23 dates there set out, the middle of the page?

24 A. Yes.

25 449 Q. And among the dates set
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out, are the dates of maturity of the First Lien
Debt and the Second Lien Debt?
A, That 1s correct.

450 Q. And if I turn over to
page 3, there 1s in, about the third of the way
down, there is an acronym. These things are full
of lots of acronymg. What does "TVM" stand for?

A. Time value of money.

451 . Q. And 1f you take a look at
right.under the "TVM Rationale for TVM
Assumption", you see that heading?

A. Yes.

452 7 Q. There 1s a discussion of

what the RBC exposure consists of?
A, Yes.

453 0. And if I go down to the
next entry it says:

"Assume gsecond lien interest
ceases after March 31lst
payment date." [as read]
Do you see that, sir?
A. Yes, I do.

454 Q. And it goes on below

“that:

"First Lien will not be paid
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1 at maturity, will be extended

2 as part of a longer-term

3 restructuring. " [as read]

4 Do you see that?

5 A. That is correct.

6 455 Q. So it was your

7 expectation at the time this report was prepared

8 that the First Lien Debt would not be paid at

9 maturity?

10 A. That would be my
11 expectation, vyes.

12 456 Q. And it was your
13 expectation as well, sir, that when the First Lien
14 Debt was not paid at maturity, the debtor would

15 cease to pay interest on the second lien?

16 A, You have to -- no, you

17 are only taking one part of this. There is a

18 deception-tree process. So implicit in this

19 assumption is the CCAA filing or some type of
20 court filing.
21 As long as there is not a court
22 filing, my expectation would have been that the
23 interest was current.
24 So you -- I am assume the worst
25 here or the best, I guess it depends on how you
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look at it. I am assuming there is some type of
Canadian bankruptcy filing and the second lien
interest would not be paild because once you go
into CCAA I wouldn't collect my interest.

However, if I am not going into
a proceeding, I do expect my interest to be paid,
it's a contractual obligation.

Q. Sir, I am suggesting to
you that what, the statement you just made to me
ig just a flat out lie, and it's contradicted by
your own documents?

A. No, it's not.

0. -You did not believe at
the time, you did not believe that you would get
another cent of interest once the first loan
matured and the first loan principal balance was
not repaid on maturity; isn't that fair?

A, As long as they go into
an inﬁolvency hearing, my expec -- if they go into
a CCAA, and I believe I say it here, the
expectation somewhere in my documents, I expect a
CCaA, that is true. | ﬁ

Q. So 1et;s just, starting
here, if I just read the wordé on the page. It

says:
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1 "Assume second lien interest

2 ceases after March 31st,

3 payment date." [as read]

4 Do you see that, sir?

5 A, Yes, I do.

6 460 Q. So at that time, you did
7 assume that the second lien interest would cease
8 after the March 31st payment date; is that fair?
9 A. That's an assumption,
10 ves
11 461 Q. That is an assumption.
12 And that was not just an assumption, sir, this is
13 a report that you are preparing internally at the
14 bank that gets reported up the hierarchy of the
15 bank?

16 A. That is correct.

17 462 Q. And when you wrote this
18 report it was to your knowledge, sir, true?

19 A. The assumption, yes. The
20 assumption is --
21 463 Q. Yes. And you also, you
22 also expected when you prepared this report, sir,
23 the first lien would not be paid at maturity; is
24 that right?

25 A. That was my ékpectation,
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ves.

Q. aAnd, sir, i1f I look at
this document here, it does not anywhere --
nowhere in this document does it reference a CCARA
proceeding or any other formal insolvency
proceeding, you agree with me on that, sir?

A. In this particular
document, no.

Q. Right.

Now, sir, I want to take you to
another document, it's one of the oneg that your
counsel produced to us. There were a number of
e-mail chains given. I have taken the e-mail.
chain that is the longest of the chains. And this
is one that your counsel prOVided to us yesterday.
I will just give you a copy of that.

MS. MAHAR: What is the
document number on that?

MR. STALEY: It's doc ID
NROOO43 --

MS. MAHAR: I know what it is,
thanks.

BY MR. STALEY:

0. And this, sir, is an

e-mail exchange that you had with Mr. Chang,
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1 Raymond Chang?

2 A. Yes.

3 467 Q. And if I look at the

4 dates, the dates go from March 26 to March 27 of
5 lagt year?

6 A. Yes.

7 MR. STALEY: Let's mark that as
8 the next exhibit.

9 EXHIBIT NO. 7: E-mail

10 exchange between Mr. Vowell

11 and Mr. Chang et al, Document
12 NR0O00438.

13 BY MR. STALEY:

14 468 Q. And, sir, if I start with
15 the -- this e-mail includes some earlier exchanges
16 with others, including with Alvarez & Marsal; do
17 you see that?

18 A. Yes.

19 469 Q. And others. And it goes
20 to Jonathan Miller. And who is Jonathan Miller?
21 A. He is our financial

22 advisor.

23 470 Q. He is your financial

24 advisor. So it goes to Jonathan Miller on

25

March 26th of 2014? That's on the -- it's the
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second page of the e-mail.

A. Okay, vyes.

471 Q. Do you see that?
A. Yes.
472 Q. - And there is a

Mr. Mullett of Alvarez & Marsal advises CDG that
Nelson was as likely -- will likely be stopping
the pFeauthorized payment for interest that would
automatically come out on March 31; do you see
that, sir?

A. Yes, I do.

473 Q. And then it goes on to
explain why that's happening in the following
paragraph?

A. Yes, I do.

474 Q. And then that e-mail ends

up in your hands somehow, sir, and you forward it

on to Mr. Chang --

A, Yes.
475 - Q. -- at the top of that
page?
A. Um-hmm.
476 Q. And then you have an

e-mail exchange with Mr. Chang that I want to

focus on just for a second; do you see that?

137
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1 A. Yes.

2 477 Q. And Mr. Chang says:

3 "T really had thought we could
4 have squeezed out one more

5 payment. Do we know what

6 extended cure period he is

7 talking about."[as read]

8 And you see there is further

9 discussion between you and Mr. Chang about whether
10 or not you could squeeze out one more payment?
11 A. Yes.
12 478 Q. And you ultimately did

13 not sqgueeze out one more payment, sir?

14 A. That is correct.

15 Well, other than the 350. We
16 did get $350,000.

17 479 Q. In return for executing
18 an agreement later?

19 A. That is correct.
20 480 Q. And certainly just

21 looking at this, sir, it was Mr. Chang's

22 expectation, if I look at the bottom of the first
23 page, that there would be one more payment coming
24 that he hoped would be obtained from the debtor?

25

A. That is correct.
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481 Q. I now want to turn, sir,
to the document at E, the credit report at E.

And this is a credit report
dated March 31, 2014°?
A, Um-hmm.

482 Q. And this follows just a
few days after you have had your e;mail exchange
with Mr. Chang?

A. That is correct.

483 - Q. And I just want to just
go through certain portions of this with you, sir.
I am going to start on page 2 of the report.

And if you take a look at the
top of the page, there is something called a
proposal outline?

A. Yes.

484 Q. And then there is a PCL
recommendation, and that's you are recommending
that a further provision be taken against the
Second Lien Debt?

A. That's correct.

485 ‘ ' Q. And if you take a look at
the second paragraph, you go on to indicate in the
second sentence:

"It ig a certainty the company
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1 will not pay any more interest
2 on the Second Lien Debt."[as
3 read]
4 Do you see that, sir?
5 A, Yes, I do.
6 486 Q. And you then go on at the
7 bottom of the page to -- there is a heading
8 "March 31, 2014, Missed Interest Payment"?
9 A. Yes.
10 487 Q. And you go on to indicate
11 in the first paragraph under that heading that
12 Nelson made its first lien interest payment on
13 March 31st, as set out there, but didn't make the
14 second lien interest payment; do you see that?
15 A, Yes, I do.
16 488 Q. And you then go on in the
17 next paragraph to indicate that the various
18 representations the company made with respect to
19 making future interest payments; do you see that,
20 sir?
21 A. Yes, I do.
22 489 Q. And you then set those
23 matters out in the paragraph at the bottom of that
24 page and over on the top of the next page?

25

A. Yes.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

490 Q. And you indicate, and you
referenced this earlier, that there was an
extension requested and there was a payment made
of $350,000 on account of that requested
extension?

A That's correct.

491 Q. And you referenced that
at the top of page 3°?

A. Um-hmm.

492 : Q. And you go on in the
paragraph that follows, which has five numbered
points, to set out the bank's rationale for
approving the extension that Nelson requested?

A, Yes.

493 Q. And the points that are
set out'there, those are points, sir, that you
endorsed to your superiors when you wrote this
report?

A. That is_correct.

494 ©. And they set out the

bank's rationale for granting the extension?
A, Yes, it is.

495 Q. So‘the‘first of those,

sir, Point Number 1:

"Tt was our firm belief the

141
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1 company would not and could

2 not pay the full amount of the
3 second lien interest."[as

4 read]

5 Do you see that?

6 A. Yes, and that was in my

7 discussions with Dean Mullett. He was telling me
8 that the First Lien was putting extreme pressure

9 on the company. I believe they started off
10 offering us 250, I tried -- I tried to get more.
11 And he said that he couldn't get past 350.
12 496 Q. What gquestion was I
13 asking that you answered, sir, with that narrative
14 answer?
15 A. You asked me Number 1.
16 497 Q. Yeah, I asked you, sir,

17 if it was RBC's firm belief that the company could
18 not and would not pay the full amount of the
19 second lien interest?
20 A. And that is what I
21 explained to you why I believed that.

22 498 Q. Now I want to focus on
23 the third item that's under that list, sir. There
24 is a number, I want you to take you to some of

25

them.
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1t says:
"Under the intercreditor
agreement, the Second Lien
Lenders could not undertake
any legal remedies, the
standstill period is 180
days." [as read]
A. That is correct.

499 o Q. And that comes out of the

intercreditor agreement, sir?

A. Yes.
500 Q. And 1f you just maybe
keep -- stay where you are now, but also if you

could turn up the original application record.

A, Sorry, where?

MS. MAHAR: Do you have a
copy? Sorry, I don't think we brought it.

MS. KIMMEL: There is a copy
in front of the witness.

MS. MAHAR: Oh, okay, thank
you. Intércompany creditor agreement is Tab F. F
or G. F, sorry.

THE WITNESS: Okay.

BY MR. STALEY:

501 Q. And if you turn to, it is
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1 Tab F, which is Exhibit F to Mr. Nordal's May 11,
2 2015, affidavit.

3 A. Okay.

4 502 Q. And if you turn to

5 page 10. Do you see that?

6 A, Page 10, vyes.

7 503 Q. And there ig a section in
8 the middle of the page that has the heading

S "Enforcement"?
10 A. Um~-hmm.
11 504 Q. And there is one, under
12 that, is Section 3.1, "Exercise of Remedies". Do
13 you see that?
14 MR. FINNIGAN: Yes, we are on
15 that page, ves.
16 THE WITNESS: Yes.
17 BY MR. STALEY:
18 505 Q. And, sir, if I just -- I
1% am just going to read to you sub paragraph (a) and
20 then I am going to have you look with me below
21 that. So 3.1(a):
22 "Until the discharge of First
23 Lien obligations has occurred,
24 whether or not any insolvency
25 or ligquidation proceeding has
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been commenced by or against

the company or any other

grantor, the Second Lien

Collateral Agent, the Second

Lien Claim Holders." [as read]

And then there is a series of
things, sir, that you agree not to do?

A Um-hmm.

Q. And:

"Will not exercise or seek to

exercisgse any rights or

remedies with respect to any
collateral." [as read]

And I am not going to read all
that to you. But if you go down there, sir, there
is a reference to a standstill period; do you see
that? In the middle -- towards the end of that
paragraph?

A. Yes.

Q. Which follows by four
lines, a reference to 180 days?

A. Um-hmm.

Q. And to the extent that
you indicate in the page 3 of your report that we

have been loocking at, a reference to a standstill
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period of 180 days, does that come out of the
paragraph of the agreement I just took you to?
A. That is what I would be
referring to, yeah.
509 Q. And if I can Jjust have

yvou focus on that paragraph, that portion that I

will have you look at for a second, sir. If I am
just going to -- I am just going to start picking
up from the words "180 days". It says:

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

"180 days has elapsed since
the date on which the First
L.ien Collateral Agent receives
notice from the Second Lien
Collateral Agent of the
exigstence of any event of
default under the second lien
credit agreement."[as read]
Do you see that, sir?
A. Um-hmm.
510 Q. So the 180-day period
startes when notice is given; you see that?
A. Yes.
511 Q. You agree with me, sir,
that notice has never been given? This notice has

not been given?
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A. To the First Lien Agent?
512 Q. Yes.
A, T am not sure about that.
513 Q. You are not sure about
that?
A. We gave it to the first
lien -- I am sorry. We gave it to the company, T

don't know if they passed it off to the First Lien
Agent.

514 . Q. I am suggesting to you,
gir, that the notice that's required to be given
here to the PFirst Lien Collateral Agent has never
been given?

A. It's never been given
directly to them, I agree with you.

515 Q. I am just going to --

Mg. Kimmel reminds me, the notice that I believe
you were referring to is this April 1, 2014,
letter. Is that what you were referencing?

MS. MAHAR: Sorry, there are
no copies. Do you mind if I take a look?

MR. STALEY: No, absolutely,
we gave it to John to look at.

THE WITNESS: This is the

reservation of rights letter.
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1 . MS. MILLER: I don't believe
2 this is what you are referring to.
3 MR. STALEY: I am not asking
4 you. I am asking him if he knows what this is
5 referring to.
6 THE WITNESS: Well that says
7 the reservation of rights letter, so that would
8 have gone out with the non-payment of interest.
9 BY MR. STALEY:
10 516 Q. Now, sir, I just want to
11 turn to another- document. And this is among the
12 documents that your counsel produced to us
13 yesterday. I am going to show you a copy of an
14 e-mail which bears NR000463.
15 A.  Yes.
16 517 Q. And, sir, this 1s an
17 e-mail that you sent to Mr. Bruce Campbell copied
18 to Mr. Chang on April 14, 20147
19 A. Yes.
20 MR. STALEY: I will mark that
21 as the next exhibit.
22 EXHIBIT NO. 8: E-mail from
23 Les Vowell to Bruce Campbell
24 et al, dated 4/14/ 2014,

25

Document NR0O0O463.
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BY MR. STALEY:

Q. I am not trying to be
unfair to you, sir, but it looks like in preparing
this e-mail you borrowed portions of the credit
report, but you just looked at it, and then put
them in e-mail form to Mr. Campbell?

A, Correct.

Q. I am just going to show
you one more document with the same theme, sir.
This -is a May 6, 2014, e-mail from you to someone
named .Joanne HoSing?

A. Yes.

MR. STALEY: I will mark that
as the next exhibit.

EXHIBIT NO. 9: E-mail from

Les Vowell to Joanne HoSing,

Subject Nelson Education -

Enterprise Watch List, dated

5/6/2014, Document NR000295.

BY MR. STALEY:

Q. And it looks like you
have repurposéd the earlier content for this
e-mail. Why are you sending -- who is Joanne
HoSing and why are you sending her this? -

A, She is the -- heads the
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1 administration in the special loans group. 8o I

2 don't remember, but I suspect she may have been

3 having a meeting with the external auditors so she
4 would have asked for some...

5 Q. I am now, gir, just going
6 to jump right ahead to Tab K, which I know

7 Ms. Kimmel tock you tc that earlier but I am going
8 to take you to some other portions of it.

9 And, sir, this is -- when T
10 began asking you about these reports, you
11 indicated that this was the credit report in which
12 you recommended and the bank agreed to writedown
13 its first lien position?
14 A. Correct.

15 Q. And if I go through, if I
16 go to page 2 of the credit report. You, there,

17 provide under the heading "Proposal Outline", some
18 background to what occurred, including a reference
19 to the sales process?
20 A. Yes.
21 Q. And 1f I look at the
22 third paragraph, one of the things -- one factor
23 that worked against the bank's efforts to recover -
24 was a change in the exchange rate between the

25

Canadian and US deollax?
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A. That 1s correct.

524 Q. Which had the effect of
-- because the First Lien Debt is denominated in
US dollars, it had the effect of increasing
Nelson's costs to retire the debt?

A. It increased the Canadian
dollar equivalent of the debt, yes.

525 . Q. And the company makes
money.in Canadian dollars and then has to pay it
off. .So it increases the cost to Nelson of paying‘
off the debt?

A. Not the cost. It
increases the -- relatively speaking, it increases
the gize of the debt, yes.

526 Q. And if I go down the
page, there is a heading -- there is two headings
"Enterprise Value", I am going to look at first
one for a second?

A. Um-~-hmm.

527 Q. You said:

"We are recommending a

provision be taken on the

First Lien Debt and this

provision is not a reflection

of the deterioration of the
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1 Nelson's performance but

2 rather the sharp reduction in
3 the Canadian/US dollar

4 exchange rate."[as read]

5 Do you see that?

6 A. Yes.

7 528 Q. And then you go on under
8 another heading with the same "Enterprise Value"
9 heading, to say:
10 "The enterprise value is
11 driven by three metrics, debt
12 trading levels, discounted

13 cash flow, and comparable

14 EBITDA multiples." [as read]
15 Do you see that?

16 A. Yes.

17 529 Q. And what you then do, sir
18 over -- in fact, as I read this, you summarize
19 those metrics under that heading and then go on
20 and actually look in greater detail at the metrics
21 that you refer under the later headings, "debt
22 trading levels", "discounted cash flow", "EBITDA
23 multiples". Do you see that?

24 A. Yes.

25 530 Q. and, sir, let's just
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focus for a second on the first of those, which is
"debt trading levelg"?
A. Yes.

531 0. And you have -- you went
out and checked by checking on your trading desk
and Credit Suisse's treading desk to get an /
indication of where the First Lien Debt was
trading at?

A. No. It's not trading.
So indications are, we are asking their opinion,
so there is no live trade to base anything on.

532 . Q. So you are asking them
where they believe that it would trade at if there
was a trade; ig that fair?

A. An indication level, ves.

533 ’ 0. An indication level.

And the indication levels you
got back were from your own trading degk 77.7
cents on the dollar?

A. Yes.

534 i 0. Which would be an

indication that people, the holders, believed that

there was insufficient value at Nelson to pay the
First Lien Debt in full?"

A. Not necessgarily.

153
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1 535 0. You agree with me, sir,

2 that if somebody -- that if debt is trading at 77
3 or 78 cents to the dollar, it -- one reason it

4 would do that was because péople believed that

5 there is insufficient value to pay the debt in

6 full?

7 Al Part of that could be

8 true. But the other part of it is it could also
9 be the interest rate, because these do trade like
10 bonds to some extent, and the rate that was being
11 charged at the time was well below market. So it
12 would be a combination of the two.

13 536 Q. Combination of the two?
14 A. Yes.

15 537 7 Q. So there would be some

16 element of the interest rate and some element of
17 an expectation that there is insufficient wvalue to
18 retire the debt, pay the loan -- the principal

19 amount in full; is that fair?

20 A. That would be fair.

21 538 Q. And then the indication
22 you got from Credit Suisse was atv82~and—a—half
23 cents? |

24 A. Correct.

25 539 Q. And then what you do
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there is you arrived at an average from those two
indications and concluded that the debt trading

levels implied a value of $212 million?

A, That i1s correct.
540 Q. ‘And then you go on to
indicate that based on that -- based on the First

Lien Debt level of $263 million, there is a
$51 million shortfall?
A. Corréct.

541 Q. And then the next
indication that you talkéd about, sir, in the
report, just walking down the page, is discounted
cash flow?

A, Um-hmm.

542 bQ. And you do a discounted
cash flow analysis, I am going to come later to
the Tab 3 under this, or we will look at that.
But the discounted cash flow implied value that
you arrived at in April of 2015 was $230 million?

A. Correct.

543 Q. And on this basis, you

are still $33 million below the First Lien Debt?
A. Correct.
544 ' Q. And then the last one of

the three was EBITDA multiples?

155
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1 A. Yes.

2 545 Q. aAnd i1if I go back, sgir,

3 and I look at the previous page where, under the
4 second of the two "Enterprise Value" headings; do
5 you see that?

6 A, Um-hmm.

7 546 Q. And you say there:

8 "Enterprise value is driven by
9 three metrics, debt trading

10 levels, discounted cash flow
11 and comparable EBITDA

12 multiples." [as read]

13 Do you see that?

14 A. Yes.

15 547 Q. So 1f I understand your
16 report correctly, what you did is that in

17 preparing the report, you identified entities that
18 you believed were comparable to Nelson for the

19 purpose of doing EBITDA multiples?

20 A. Tried to guesstimate,

21 ves.
22 548 Q. Tried to guesstimate?
23 A. Yes.

24 549 Q. So you picked what you

25 believed were comparables to Nelson in which you



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

550

551

552

553

157

could then compare EBITDA multiples?

A. Right.

Q. And if I go back, then,

to page 3. You say:

should be

you say:

"range"?

"Of the three metrics, this is
the most uncertain."[as read]
Do you see that?

A. Yes.

Q. "Mogst of the major
competitors have gone through
bankruptcy‘aﬁd are owned by
the lenders. Multiples

fange -~ "l[as read]

And it says "rang", but it

A, Yes, range.

Q. "Multiples range from

a low of four times to a high
of seven times." [as read]

bo you see that?

A, Yes.

Q. And you went on, sir, and

"We have chosen five times

multiple as the company
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1 continues to perform on a

2 consistent basis, not

3 exceeding or falling below

4 expectation. The implied

5 enterprise value is

6 $175 million."fas read]

7 Do yéu see that?

8 A. Yeg, I do.

9 554 Q. With an implied deficit

10 of $88 million?

11 A. Yes.

12 555 Q. and, sir, that was advice
13 that you provided to your superiors at the bank at
14 that time?

15 A. Yes, it is.

16 556 Q. And that was advice based
17 upon what you considered to be comparable entities
18 and their EBITDA multiples?

19 Al Yes.
20 557 Q. And it was based upon
21 your considered view that a five-time multiple was
22 appropriate to apply in those circumstances?

23 A. I picked a five times, I
24 wasn't sure whether five, seven or three, but I

25 just picked the middle ground.
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558 Q. Well you actually, sir,
didn't do that because you had -- the range that
you looked at was four times to seven, you didn't
pick 5.5, you actually chose on the lower end of
that.

A. Five times, okay.

559 Q. Aﬁd at the time, sir, you
picked a multiple that you believed was
appropriate for the purpose bf this value exercise

that's reflected in this paragraph?

A. Correct.
560 Q. And, sir, if we take a
look at the document that is at K -- sorry K.3,

which your counsel has produced to us, I believe,
yesterday.

A, Um-hmm.

561 Q. Which 1s now in that
binder.

And 1f T take a look at the
first page, there is a summary of valuations
there?

A, Yes.

562 Q. And the three valuation
methods are set out at the'top of the page and the

valuation beside that to the right?
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1 A. Correct.

2 563 Q. And you then get an

3 average of just over $205 million?

4 Al Yes.

5 564 Q. And you will agree with

6 me, sir, that of the three methodologies that you
7 use, as set out there on that page and in your

8 report, the valuation methodology that produces

9 the lowest value is the EBITDA multiples?

10 A. Correct.

11 565 Q. And, sir, I know

12 Ms. Kimmel asked you this question, but earlier
13 she took you to the Exhibit G to your second

14 affidavit.

15 A. Yes.

16 566 Q. And which is the CDG

17 document.

18 A. Yes.

19 567 Q. And you will agree with
20 me, Sir, that you did not -- the analysis that we
21 have just discussed in Tab K, you did ﬁot provide
22 that analysis to CDG before they prepared that

23 report?

24 A. This?

25 568 Q. Yes.
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A. I did not.

569 Q. And you did not tell
them, you did not tell CDG that you had done an
EBITDA multiple analysis of Nelson and had
concluded that the implied enterprise value was
$175 million?

A. I did not. I wouldn't
share that specific information, no.

570 o Q. Now, gir, one other point
about- the CDG analysis, maybe two other points.

If I just have you focus there
for a second.

One of the points they make in
there is that the company's real estate could be

sold and there could be added value géined on the

sale of the real estate?

A. Yes.

571 Q. You understand that, sir?
A. ' Yes.

572 Q. And you will agree with

me, sir, that if the real estate is sold, then the
company would have to enter into arrangements
either to move to and lease new premises, or it
would have to enter into sale and leaseback

arrangements on the sale of the real estate?

161
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A. Correct.

573 Q. And in either case, the
company would incur additional expenses in terms
of it would be paying either to move and lease or
be paying to lease premises that it currently
owns?

A. Correct.

574 Q. You agree with me, sir?
A. Yes.

575 Q. And you will agree with

me, sir, that the analysis, CDG's analysis does
not reduce the company's EBITDA to take into
account anticipated future lease or lease and move
costs that would be incurred if the company
disposed of its real estate?

A. Their analysis is
assuming that they stay in their existing
facilities as is.

576 Q. Right.

A. What they had proposed is
these are additional options that could be looked
at, but they did not include that in their
numbers.

577 Q. Right. And my point to

you simply, sir, is that to the extent that they
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do not reduce downwards the EBITDA to take into
account futuré leasehold costs, the EBITDA that
has been multiplied produces a falsely high number
because they don't take that into account?

A, It should offset with a
reduction in the First Lien Debt. In other words,
any property that's sold is reducing the First
Lien Debt. So I agree with you that the EBITDA
would be lower, but the amount of First Lien Debt
that it has to service or cover is also lower.

Q. It goes somewhere, sir,
the money has to go somewhere. But if you are not
payling to lease premises now, and you have to pay

to lease premises, it reduces your EBITDA; right?

A. It does.
Q. So the --
A. But all I am saying,

though, is that, again, I will make up a number
here, but if the debt is 267 million, and they do
a sales leaseback, $10 million goes to the debt,
and now you are down to 257 and your EBITDA is,
yes, you are correqt, is lower.

So now you are looking at:
Have yoﬁ done the analysis to ensure that the cash

flow from a sales leaseback is actually better for
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1 the company if they have a lower amount of debt.
2 Q. And my only point to you,
3 gir, 1s that if I look at the suggestion that
4 there is a value of real estate to be added, that
5 to the extent that there is a value of real estate
6 to be added, there is a corresponding offset that
7 reduces EBITDA and that that's not reflected in-
8 the report as it is currently written?
9 A. Nor is the reduction in
10 the debt. Correct.
11 MR. STALEY: Just give me one
12 second and just go off the record.
13 --- Off-the-record discussion.
14 MR. STALEY: That completes my
15 questions, thank you.
16 MR. FINNIGAN: So we are going
17 to just take ten to see if we have any re-exam
18 and, if we do, it will be very brief.
19 --~- Upon recess at 1:37 p.m.
20 --- Upon resuming at 1:52 p.m.
21 RE-EXAMINATION BY MR. FINNIGAN:
22 Q. Mr. Vowell, I am gQing to
23 take you to some of the documents that were put to
24 you in your cross-examination, and if you can have
25 the credit binder in front of you, please?
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A. Yes,

582 Q. You were taken to page 2
of the document at Tab B, which is the
January 15th, 2014, credit.

A. Yes.

583 Q. And your attention was
directed to page 2, in the middle of the page,
under "Selected Account Strategy"?

A, Yes,

584 . Q. You see Number 2:

"Our strategy for the next six
months is to wait and see and
continue to collect second’
lien interest."[as read]

A. Correct.

585 Q. Your attention was also
directed to the middle of the next page} under the
héading "TVM Rationale for TVM Assumptions"?

A. Yes.

586 Q. And it says there:
"Assumed second lien interest
ceaseg after March 31st,
payment date." [as read]

A, Um-hmm.

587 Q. Can you please reconcile

- 165
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1 the two statements?

2 A, They are really two

3 different things.

4 The TVM is to caléulate a -- it
5 is a time value of money. So the ‘auditors ask us
6 to look out where we think future cash flow

7 stream, and then discount it back. And it's

8 discounted back at approx - well not

9 approximately -- at the interest rate on the loan
10 plus the LIBOR portiom.
11 Sc all we are doing there is
12 going through a calculation to come up with a TVM
13 number, and it's in the yellow section, and it
14 says:
15 "TVM ACL foreign currency
16 6.7 million." [as read]
17 That is a number that is
18 charged to the business unit and then the way time
19 value money works, as you move into the future,
20 all other things being equal, that number gets
21 smaller and that difference is added back to the
22 business unit's income.
23 So, in other words, in this
24 case here, they would have a $6.7 million charge,
25 but 1f everything proceeds forward as is shown in
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these numbers, over the period of five years, the
6.7 comes back into it.

So-it's not something that
comes out of your income statement, it's not like
a provisgion of credit loss, it is just a
recognition of time valﬁe of momney..

588 Q. When you say "charged to
the business unit", which business unit are you
refexring to?

A. So in this case it would
be New York branch in the, I was going to say Ken
Klassen's group, CME, which does -- it was a group
that did this loan.

589 Q. So this TVM calculation
is for internal purposes?

A. Oh absolutely, vyes.

590 Q. Okay, thank you.

And did it have anything to do
with your assessment of the strategy that's
outlined on page 27

A. No.

591 Q. Thank you. Next, if we
can turn up Tab E, please. Which was the March --

just noticed as the March 31lst, 2014, credit

report?
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1 A. Yes.

2 592 . Q. You were taken through

3 this in some detail. Starting at page 3, you gave
4 an answer in response to a statement about

5 Rationale Number 1:

6 "Tt was our firm belief the

7 company would not and could

8 not pay the full amount of the
9 second lien interest."[as
10 read]
11 A. Correct.
12 593 ‘ Q. You testified that you
13 had a conversation with Dean Mullett in which he
14 said something, words to the effect, that the
15 First Liens were putting pressure on the company?
16 A. Correct.
17 594 Q. Do you remember
18 specifically what Mrxr. Mullett said to you?
19 A. Not specificallyf But I
20 think I mentioned that we started out -- I believe
21 the original offer was 250,000, I was trying to
22 get up to, again, I think it was around a million,
23 and he just said we are not going to get there,
24 there is just too much, too much pressure. And
25 basically we ended up at 350.
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Q. Thank you.

And relating back, then, to
just turn back one page in the second paragraph,
in the second line, you say:

"It ig a certainty the company

will not pay any more interest

on the Second Lien Debt." [as
read]

What was the source of that
belief?

A. Again, my discussions

with Dean Mullett. Even though we were going

~through a -- it was a forbearance agreement, his

indication -- my interpretation of what he was
telling me was there would be no more interest
coming.

0. You were then asked a
guestion about an e-mail chain between yourself
and Mr. Chang, and‘this was Exhibit 7.

I am just showing you
Exhibit 7. Do you recall being asked questions
about thig e-mail chain? -

A. Yes.

Q. And Mr. Chang makes the

statement at the bottom of the first page in his

169
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1 e-mail of March 26, 2014, at 6 p.m.:

2 "T really had thought we could
3 have squeezed one more

4 payment. Do we know what the

5 extended cure pericd he is

6 - talking about?"[as read]

7 So did you have any

8 conversaticns with Mr. Chang about the

9 statement -- about the topic of squeezing one more
10 payment out?

11 A. Yeah, I mean, I spoke to
12 him afterwards and I said that we were attempting
13 to get the additional payment.
14 Again, our expectation was that
15 the company would be filing for CCAA upon the
16 maturity of the first lien. I mean, that, quite
17 honestly, that was a foregone conclusion as far as
18 we were concerned.

19 And with Ray we were just
20 trying to -- I was trying to get him to understand
21 all we were trying to do was get to a point where
22 we could-hopefully get the balance of the
23 March 31st payment. So upon maturity of the first
24 forbearance agreement, we stérted negotiating for
25 a second and it was no, no more money. So there
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was not a second forbearance agreement with us.
MR. FINNIGAN: All right,

thank you. Those are all my questions.

--- Whereupon cross-examination adjourned at

2:00 p.m..
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EXHIBIT NO __
EXAM OF _LeS . Uorns \e»b\

DATE .

REPORTER Liset | mbe /e
ASAP REPORTING SERVICES INC.

RBC Credit Reports
from September 24, 2013 to July 6, 2015

|

Rg

S 2015

A RBC Credit Report - September 24, 2013
1 Appendix B — Adjusted Senior Secured Leverage Ratio — at June 30,2013
2 Nelson Education FY2013 Audited Financial Statements
3 October 2, 2013 BExposure
4 TVM Calculation Nelson October 2013
B RBC Credit Report - January 15, 2014
1 Exposure Januvary 7, 2014
2 Consolidated Financial Statements (unaudited) for the three months ended
September 30, 2013 and 2012
3 TVM Calculation Nelson January 2014
C RBC Credit Report - January 28, 2014
1 Exposure January 29, 2014
2 TVM Calculation January 29, 2014
D RBC Credit Report - February 18, 2014
1 TVM Calculation Janvary 29, 2014
2 Nelson Exposure February 18, 2014
E RBC Credit Report - March 31, 2014
1 April 10, 2014 Exposure .
2 Forbearance Term Sheet
3 Financial Summary December 31, 2013
4 TVM Calculation April 2014
F RBC Credit Report - June 23, 2014
1 Exposure :
G RBC Credit Report - July 9, 2014
1 Exposure
2 TVM Calculation
H RBC Credit Report - August 20, 2014
1 Exposure August 22, 2014
2 Nelson ~ Key Terms of Second Lien Restructuring Proposal
3 Nelson Structure Scenarios
I RBC Credit Reéport - Octobel 2, 2014
1 'Exposure

TVM Calculation October 2014




RBC Credit Report - December 18, 2014

Compliance Nelson September 30 2014 Adjusted Senior Secured Leverage Ratio

Exposure December 18 2014

Financial MDA Nelson September 2014

IR e

Financials Nelson September 30 2014

RBC Credit Report - April 15,2015

Exposure April 14, 2014

March 31, 2014 — Audited Financial Statements

Nelson EV April 2015

Q3 2015 Compliance

TVM Calculation March 2015

N S | 9 | DD | et

Adjusted Senior Secured Leverage Ratio for the Test Period Ended December
31,2014




Credit Reports A through J are included in the following tabs without Attachments.
Credit Report K includes Attachment 3.

6481516



TAB A



]L SLAS ADVICE OF CREDIT UNDERTAKING

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:
Annual Review:

- Financial update - received annual financial statemetns

- update forecast

- Reduce CPE GRRO1-01 to reflect reduction in 1st lien expsoure.

- ACU Review Date revised to 2014/06/01
PROPOSAL OUTLINE:
BACKGROUND

Single Name: NELSON EDUCATION LTD. Last ACU: 2013/07/16
This ACU: 2013/09/24
Annual Review: Yes Referred to: Bruce Campbell
Final ACU: No Originating Business Unit: CM
RBC Director involvement: Responsibility Transit: 8091 DIVERSIFIED CAN/
Change in ACU Review Date: Yes Review TORONTO
Date:2014/06/01 District: CORPORATE/RELATION
Change in Single Name Risk Rating: No BANKING
Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12
Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877,6°
Change in Borrower BCC: No BRR when transferred to SLAS: 4
Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: Yes Date Re-classified Accrual:
AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date:
Borrower in Bankruptcy or Receivership: No Date Put On Watchlist:
Appointment of Advisors Yes
E quity positions in Company No
Recommendation to sell loans? No
Is loan being restructured? No
GROUP NAME: No Group OWNERSHIP BRR OUTLOOK BCC
SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; Apex 30% 5 UNCERTAIN
 |BORROWER: NELSON EDUCATION LTD. (858353360) 5 STABLE Dbtfl
PRIMARY BUSINESS: Telecom & Media SIC CODE: 2731
SINGLE NAME EXPOSURE Authorized When Prior Amount Current Amount . Increase/(Decrease)
‘ Transferred In from Last ACU
Credit Risk: $204,517,412.16 $71,656,299.00 $70,570,340.08 ($1,085,958.92)
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $80,570,340.08
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00
Net Single Name Exposure: $80,570,340.08

Nelson was part of Thomson Reuters Learning Division, which also included Cengage Learning; Nelson and Cengage were
sold separately due to foreign ownership restrictions which prohibited Apax from having majority ownership of Nelson.

Apax currently owns 30% of Nelson while Omers controls 70%; Apax owns the majority of Cengage. Via a side letter / loss
sharing agreement, we believe APEX has the majority of the economic risk. We note they appoint 3 of 6 directors.



Over 50% of Nelson s revenues are derived from an Operating Agreement between Cengage and itself. Nelson sell Cengage
text books, as is, or with editing to Canadianize the text book. Cengage earns an annual royalty that in 2013 was
approximately $20MM. This agreement expires in 2018.

Nelson s management believes the royalty amount is at or higher than current market comparables. While this is a
significant arrangement for Nelson, the $20MM payment is less than 4% of Cengage s $500MM+ EBITDA

The extension of the operating agreement is critical to encourage the 1st lien debt to extend fheir maturity, and to be able
to ensure a future debt refinancing. Nelson has submitted a proposal to Cengage to extend the operating agreement to
2018. Cengage has no material issues with the proposal, but are unwilling to move forward while they are in US Bankruptcy
Court.

The earliest Cengage will emerge from Bankruptcy is March 1, 2014, assuming no objections to the disclosure statements.
Given there are 36-lender classes, and that the 2nd lien has already expressed verbaly it has objections, it is highly
probable the Cengage bankruptcy will continue past the July 5, 2014 maturity of the Nelson 1st lien debt.

RBC is resigning as 1st lien agent (being replaced by Wilmington Trust). A 1st lien steering committee has been formed,
with Ares Capital, the largest 1st lien debt holder as its chair. The 1st lien debt has been presented a term sheet (similar to
the term sheet in the July ACU), but have yet to respond, nor do they appear in a hurry to respond. We have heard the
lenders are not unified as to strategy and that many are hoping the operating agreement can be extended prior to
negotiating a new deal.

Given: there will beno defaults until the-payment-default-on-July-5;-2014;-the-lenders-are-hoping-for an extension of the -

operating agreement; and the 1st lien debt has yet to agree upon a strategy, we anticipate fulsome negotiations will not
begin until spring 2014.

LOAN REDUCTION

There was an excess cash flow sweep that reduced 1st lien debt by approximately $13MM4 (RBC Share $1.1MM) that was
applied as a permanent reduction to the 1st lien term loan.

AU DiTED FINANCIAL STATEMENTS

- Nelson Education received a clean audit option (attached; and
- 1st lien leverage ratio is in compliance at 6-x (covenant 7-x)

The annual financial statements have been input into the financial analysis section. The company was effectively on plan.
The company continues to show deterioration in EBITDA since 2008. While 2013 EBITDA ($50.7MM) is flat YOY, this is due
to receipt of a one-time 3rd party royalty payment of $3MM in fiscal 2013; otherwise there would have been a further $3MM

slide in EBITDA,

The company met with RBC on October 1st to review preliminary 1st quarter results. While July was on plan, August results
were below plan. The company is trying to determine the reason, but it is too early in the process to provide a reason.
September appears to be on plan, thus Q1 will under perform based on August results (expect EBITDA to be $3MM below
plan). While Nelson believes they will meet the 2014 plan, EBITDA continues to weaken. They did note that provinces have
announced the implementation of new curriculums that will boost future earnings. Q1 financial statements are due
November 15, 2013.

TVM FORECAST

In July, it was anticipated Nelson would received a 'going concern’ comment that is a default under the loan agreement.
Based on this assumption no additional 2nd lien interest payments were forecast to be received on September 30th and

beyond.

With the clean opinion, we have assumed RBC will continue to receive 2nd lien interest up and until March 31, 2014. We
have assumed a consensual restructuring (or a CCAA) will occur before June 30th, so no 2nd lien interest will be received

after March.

The forecast has been updated to reflect these assumptions.

PCL
We are not recommending any changes to the PCL recommendation based on:

1. In our October 1, 2013 meeting with Nelson and their financial advisors, nothing was said that would cause us to
reassess our PCL amount; and



2. A fulsome PCL review was included in the July 2013 ACU.

We note our net 2nd lien position (after PCL and DLI) as at September 30th is $14MM. This will drop by $4.4MM over the
next 6-months. This would indicate the maximum PCL, if required, on the 2nd lien debt would be less than $10MM.

ANNUAL REVIEW DATE

We are recommending a revised annual renewal date of June 1, 2014. This is a month before the July 5, 2014 maturity of

the 1st lien debt.

ACTION DATES:
July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd llen debt

SIGNATURES:

Name Les Vowell Ray Chang Bruce Campbell
Title Sr. Manager SLAS V.P. SLAS S.V.P. SL&AS
Group

Approval input by: Cheryl Chung on 2013/10/21

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower -

Fred Amelio - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

ATTACHMENTS

1) Appendix B - Adjusted Senior Secured lLeverage Ratio - at Jun 30 2013.pdf

2) Nelson Education FY2013 Audited Financial Statements.pdf
- 3) QOctober 2 13 exposure.xis
4) TVM Calculation Nelson Oct 2013.xis




ADMINISTRATION PAGE
Slngle Name NELSON EDUCATION LTD l

EXIST. (EXIST. [$MM 1Q4/13 Q1/14  1Q2/14 [Q3/14 iQ4/14 |Q1/15 [Q2/15 |Q3/15 [Q4/15 !FuIIYear Full Year f

APP.  |0/S ! Q416 Q4/17

| 65.03] 61.75|GIL 61.65| 5945 57.25| 56.80| 5635 55.90| 5500 54.55| 5410]  5277| 5000

| 5000 PCL 5000/ 000] 000] 000] 000| 000 000/ 000/ 000/ 000 6.b§{

25.00 ACL 2500| 25.00| 25.00| 25.00 ) 25.00] 25.00| 25.00 ~23m0m6_'2éooj'

- 80.00 wo 80.00| 80.00| - 80.00] 80.00| 80.00| 80.00]  80.00|  80.00
8.85 DL

lnterest rate is the rate of the Segment Wlth the Iargest expected Ioss at time of lmpalrment AH in Rate: 6.25000

FC“lMJnency that Prov1slon is booked inor choose currency based on the Iargest lmpalred amounts Currency USD Board Rate.

TVM ACL (CDN$) is: 7.124 TVM ACL F Forelgn Currency is: 7.124

TVM - Interest Rate - Rationale:
State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

" TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
The TVM calculation is changed from the July ACU submission. The spread sheet calculation is attached.

The primary change is 2nd lien interest will be collect through Q2 and that the restructuring will occur mid-2014.

PCL/ACL contains $0.00MM In PCL relating fo L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

i Prior Amount - Amount This ACU Total Amount To Date
ILRE Wio Legal o $0.00 , $0.00 $0.00
\LRE W/O Other ’ T s0.00 $0.00 T $0.00
[Principal W/O S $80,000,000.00| ) $0.00 $80,000,000.00 |
Total W/O $80,000,000.00 $0.00 $80,000,000.00
PCL Increase $50,000,000.00| $0.00 " $50,000,000.00
:I'otal PCL Increases Since Inception of Loan ) $0.00 i
PCL Reversal $0.00 $0.00 $0.00 '
Total PCL Reversals Since Inception of Loan o $0.00
'ODWO Recoveries for this Fiscal Year | -~ s0.00] $0.00 $0.00
Total ODWO Recoveries o $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O 0.00%
Net PCL o o -  $50,000,000.00
FX Adjustment N $0.00| T
ACL ~ $25,000,00¢ 7 $25,000,000.00 $25,000,000.00

Pricing when transferred to SLAS:
First Lien.

L+250
ABR + 150
LCs 250
2nd Lien

L+600
ABR + 500

Covenant Breach: N



7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

Comments:
the 1st lien debt in July 2014,

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y

include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments: RBC is agent on $287MM 1st lien debt (we have resigned and Willmington Trust
will take over itimini TBDi. lariest 1st lien debt holders are ﬁ

RBC is aﬁent on 2nd lien. RBC |

Agent: Y
Include details such as identification of Agent and other pertinent information.
Comments: RBC is agent on 1st lien term loan(we are being replaced) as well as the 2nd lien

foan.




C.P. EXCEPTIONS: |GRR01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$79,570,340.08

!GRRO1-02 : Single Name Credit Risk Limits - Corporates - Economic Capital

$1,127,294.61

Rationale:

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

Grr01-02 has decreased with the establishment of PCL




Regulatory and BASEL Il compliance - Have the following been reviewed?
Single Name: NELSON EDUCATION LTD.

FACT(BRR) Yes
CED Yes
FMD Yes
C/U (Committed/Uncommitted) Yes
LIED Code ‘ Yes
BCC Yes
GBRR Yes
CP Exceptions Yes
SIC Yes
Holdco SIC N/A
BSC Yes
If Equity held was valuation updated. No

Is collateral evaluated and documented as per OSFI N/A
requirements? '

Have you completed all applicable and relevant mandatory Yes
:;aé:l;ions of the ACU at the annual review eg financials, security




SECURITY / VALUATION

Single Name: NELSON EDUCATION LTD.

SECURITY COMMENTS: ]
Refer to July 2013 PCL calculation and recommendation.

SECURITY DOCUMENTATION:

Osler is counsel to RBC as 1st lien Agent for the Nelson Education syndicated loan. The 2nd lien lenders share the same
documentation / security. At the loan closing, counsel provided legal opinions, contained in the closing book, confirming all
security in proper order and all the necessary authorization were in proper order.

Given that Osler prepared / reviewed / opined on the documentation, there is little value added in requesting they review
their own work,

We have follow-up with Osler on security as required, specifically with respect to copy-write / intangible assets. A serious
issue arose with respect to Cengage security, where is was revealed that up to 15,000 copy-write / IP assets were not
properly registered and captured under the security agreement.

We followed up with Osler who has confirmed that registering security against copy-write assets is different in Canada and
the US. In the US, a security interest must be registered against each copy-write, via a federal agency, including those that
originated post-closing (it is an on-going process). The copy-write is not captured under the UCC filings.

In Canada; the copy=write is-captured-under-the PPSA, for-those-existing-at-the-time-and-those-acquired-since-the-signing-of
the loan document. No further action is required.



FINANCIAL ANALYSIS
Single Name: NELSON EDUCATION LTD.

FINANCIAL HIGHLIGHTS:

}(in $000's where applicable) 2008 2009 2010 2011 2012 2013
Sales 181,212.00| 178,043.00| 164,149.00| 161,511.00| 140,716.00{ 138,501.00 0.00
Sales Growth % 0.00% -1.75% -7.80% -1.61% -12.88% -1.57% 0.00%
Gross Margin 121,278.00| 117,659.00; 107,325.00{ 112,162.00| 95,371.00| 95,243.00 0.00
GM %'age 66.93% 66.08% 65.38% 69.45% 67.78% 67.77% 0.00%
Operating Margin 68,876.00f 67,516.00) 62,062.00f 59,874.00f 50,732.00| 50,534.00 0.00
Op. Margin %'age 38.01% 37.92% 37.81% 37.07% 36.05% 36.49% 0.00%
EBITDA 68,876.00| 67,516.00| 62,062.00; 59,874.00| 50,732.00| 50,534.00 0.00
EBIT 30,193.00| -156,938.00| 32,569.00| 33,636.00] -11,238.00{ 24,818.00 0.00
interest 60,434.00, 61,191.00| 44,635.00} 30,168.00 31,690.00] 24,178.00 0.00
Net Income -23,204.00 | -229,590.00 2,213.00 3,468.00| -40,889.00| -31,638.00 0.00
EBITDA/Interest 1.14 1.10 1.39 1.08 1.60 2.09 0.00
Cash 17,679.00 1,847.00f 12,638.00{ 12,351.00 3,568.00F 42,414.00 0.00
AR 22,204.00| 26,441.00| - 24,676.00| 33,736.00| 28,389.00] 24,421.00 0.00
Inventory 29,581.00| 22,190.00{ 15,796.00| 14,158.00] 14,143.00{ 12,393.00 0.00
AP 33,988.00| 26,613.00f 22,670.00] 28,013.00] 20,701.00| 25,394.00 0.00
W/C Ratio 2.04 1.91 2.34 2.15 2.23 3.12 0.00
PP & E 19,829.00| 18,420.00| 16,412.00| ' 16,691.00| 15,366.00{ 14,375.00 0.00
Intangibles 517,838.00 393,600.00| 327,483.00{ 315,787.00| 246,543.00{ 232,464.00 0.00
Total Assets '646,762.00( 435,136.00| 404,710.00] 397,035.00} 353,379.00| 350,066.00 0.00
Senior Debt 309,837.00 | 351,341.00| 318,747.00] 281,179.00{ 291,078.00| 302,037.00 0.00
Total Debt 484,502.00| 529,534.00| 482,044.00 428,958.00| 454,570.00| 462,766.00 0.00
SH Equity 15,207.00 | -214,904.00 | -211,748.00| -207,058.00| -247,781.00 | -268,307.00 0.00
TNW -502,631.00 | -608,504.00 | -539,231.00| -522,845.00 | -494,324.00 | 500,771.00 0.00
Sr Debt/EBITDA 4.50 5.20 5.14 4.70 543 5.98 0.00
Total Debt/EBITDA 7.03 7.84 7.77 7.16 8.47 9.18 0.00
CF from Operations 21,076.00f 19,776.00| 33,814.00f 40,923.00| 33,491.00| 33,416.00 0.00
Pre-Publishing Cost 16,139.00| 16,793.00| 13,537.00| 13,782.00{ 13,617.00/ 10,226.00 0.00
Sr. Leverage adj for Pre-Publishing Cost 5.88 6.93 6.55 6.10 7.86 7.49 0.00

FINANCIAL COMMENTARY:
Nelson soid Modulo in January 2013. The fiscal 2012 financials have been adjusted to reflect Modulo as a 'discontinued

operation’.

Nelson's financial results are reported in Canadian dollars. 1st lien and total debt are denominated in US$. As the C$
devalued relative to the US$, reported debt increased.

Revenues were down 1.57%. Higher education was flat YOY, while K-12 decreased $3.2MM. However, the operating profit
for K-12 increased $1.4MM while Higher Education was flat.

The YOY increase in leverage reflects the above mentioned FX movements. Subsequent to year-end, Nelson announced a
cash flow sweep debt reduction payment of $13.5MM. This reduces the 1st lien leverage from year-end 5.98-times to 5.71-
times.

Cash flow from operations is not the proper metric to assess liquidity, As noted above, cash flow from operations after pre-
publication costs (manditory and regular capex) has been calculatied. This metric shows a YOY improvement.
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OVERVIEW AND RISK COMMENTARY
Single Name: NELSON EDUCATION LTD.

BACKGROUND/HISTORY: .
On 7/5/07 OMERS and Apax acquired Nelson Education from Thomson Reuters in a C$650MM LBO (9.8x LTM EBITDA of
C$66MM). Today, Nelson's valuation multiple is 5.1 to 6.4 times

Nelson was part of Thomson Reuters Learning Division, which also Included Cengage Learning; Nelson and Cengage were
sold separately due to foreign ownership restrictions which prohibited Apax from having majority ownership of Nelson.

Apax currently owns 30% of Nelson while Omers controls 70%; Apax owns the majority of Cengage. Via a side letter / loss
sharing agreement, we believe APEX has the majority of the economic risk. We note they appoint 3 of 6 directors.

RBC arranged a C$562MM financing to support the LBO of Nelson but was unable to syndicate the RC and 2nd lien tranche
due to rapid deterioration of credit markets at the time.

Since closing, Nelson has reduced the 1st lien USD TL by $23MM via amortization and cash sweeps, and the 2nd lien USD TL
by an $18MM purchase (and retirement) from RBC.

Nelson is Canada s largest educatlonal publishing company, publishing traditional textbooks and digital learning solutions for
the K-12, Higher Ed and Professional markets

K-12 (34% LTM Sales): Largest publisher in the C$144MM Canadian kindergarten to grade 12 ( K-12 ) market with ~30-
35% share. Digital revenues are less then 5% of segment sales

Higher Education (66% LTM Sales): Second largest publisher in the C$326MM post education and professional education
market with ~32% share. Digital revenues are ~30% of Higher Education sales

The overall market size of the K-12 business peaked in 2006 at ~C$222MM, and declined by 32% to ~C$152MM by 2011.
In contrast, Higher Ed market has grown steadily growing from ~C$290MM in 2006 to ~C$338MM by 2011, but did show
modest reduction in 2012.

n

‘AVAILABLE STRATEGIES: ..
While we were unsuccessful in selling down the 2nd lien debt, we did meet our objective to cancel the revolver.

We have maintained a constructive working relationship with the sponsor and company. The 1st steering committee had not
been constructure or responsive to date. Given RBC continues to collect 2nd lien interest, we are not in a rush.

SELECTED ACCOUNT STRATEGY: Rehabilitate

. To the extent we can aide in restructuring to improve our
position we will be cooperative. The July 2013 ACU included a term sheet that reflected our proposed restructuring strategy.

As the 1st lien steering committee has yet to respond to proposals from the company or sponsor:

1. The July 2013 term sheet remains the restructuring strategy; and
2. Our strategy for the next 6-months is to wait & see and continue to collect 2nd lien interest.

RATIONALE FOR RECOMMENDATION FOR SELECTED STRATEGY:
Lost Involuntary, Realized; or remarket are not viable strategies at this time. Our sole course of action is to extend the
maturity date of the 1st and 2nd lien debt to provide Nelson sufficient time to increase EBITDA and improve its ability to

refinance its debt.

ENVIRONMENTAL ISSUES:
n.a. - Text book publisher and distributor.

OPERATIONAL RISKS:
il

LITIGATION ISSUES:
il
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TERMS & CONDITIONS
Single Name: NELSON EDUCATION LTD.

As at: 2013/06/30

COVENANTS: In Compliance: Yes

Comments:
Sr. leverage ratio is 7 times. Highly unlikely this covenant will be breached during the term of the loan.

As at June 30, 2013, 1st lien debt is C$302MM. Gross EBITDA would have to decrease to $43MM to trigger a breach. This is
considered unlikely given fiscal 2013 EBITDA was $50.7MM.

The maturity of the 1st lien debt in July 2014 is the material event that will trigger refinancing / restructuring,

12



ROOT CAUSE AND LEARNINGS
Single Name: NELSON EDUCATION LTD.

SLAS's determination of Root Cause
Root Causes: Industry - Industry Conditions
Financial - High Leverage - Unable or Unwilling fo Inject Additional Funds

Did the field Yes

identity/demonstrate an

understanding of the Primary

Root Causes?

Comments:

Nelson has been on the watch list as the field understood the company had too much leverage.

Was this file transferred to No

SLAS in a timely manner? ,

Comments:

The transfer into SL&AS was accelerate by a $5MM trade of the 2nd line. This trade triggered the need for PCL.
Were Early Warning Signals Yes

effective?

Comments:

Were Covenants effective? No

Comments:

The company remains in compliance with its 1st lien leverage ratio, yet the bank is providing significant PCL. It is unlikely
the sole covenant will be breached.

Did exceptions to credit rules or Yes

guidelines contribute to

probable or actual losses?

Comments: .

This was a hung syndication, that resulted in RBC holding approximately 85% of the debt. Despite the exception to policy
and thé ensuing 5-year hold, our exposure has been unchanged.
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SUNDRY INFORMATION
Single Name: NELSON EDUCATION LTD.

FIN 46 VIE:

Is RBC a majority lender?

Equity interest?
Restructure?

No (50+ % of total senior debt)
No (i.e. any of: common shares, preferred shares, warrants, options, or convertibles)

No

Definition of Restructure - IFRS CAPM - LOANS (FIN-ACC-265)

9.0 RESTRUCTURED LOANS

9.1 Definition

A loan is classified as restructured when RBC, for economic or legal reasons related to the borrower's
financial difficulties, grants a concession to the borrower that it would not otherwise consider. Examples of
such concessions include a reduction in interest rate, uncompensated deferral or extension of principal
repayments or interest payments, forgiveness of a portion of principal or previously accrued interest,
acceptance of assets other than cash in settlement of a larger amount of the loan than is represented by
the estimated net proceeds from sale of the assets, and other concessions which would not be considered
in the absence of the weakened condition of the borrower.

Because restructured loans, among other things, involve the granting of a concession to the borrower,
loans which are merely converted from one type of instrument to another (e.g. a $5 million term loan

Did restructure resultin a

workout?

If YES does RBC have
controlling interest?

with otherwise similar economic yields are not classified as restructured loans but would be a new financial
asset following the guidance of IFRS CAPM - Financial Instruments - De-recognition of assets and
liabilities.

9.4 Change in Status

If collection of the scheduled cash flow in accordance with the modified terms of a restructured loan is
reasonably assured, the loan is not classified as impaired. However, restructured loans are automatically
classified as impaired loans when payment is contractually 90 days in arrears, regardiess of whether or
not the loan is well secured and in a process of collection. A restructured sovereign risk on which a
payment is contractually 90 days in arrears (but less than 180 days in arrears) can be maintained as a
restructured loan if senior credit management is of the opinion that the ultimate collection of principal or
interest is not in significant doubt.

LINK TO CAPM

No

No

Professionals - Sarbanes-Oxley Act

Single Name

Financial Advisor
Auditor

Receiver

Court appointed?
Trustee

Court appointed?
Legal

Monitor

Other

A
{es)
(]

Legal

Alvarez and Marsal

PWC

No

No

Goodman & Goodman

Shearman & Sterling Thormnton Grout Finnigan Osler, Hoskin & Harcourt
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Financial Advisor CONWAY DEL GENIO

Syndicate
- Legal

- Financial Advisor

Aggregation Shares Reporting - Compliance Department
Complete this section for Common, Preferred, Convertible Shares

Do we have equity in this company?
Issuer of shares(investee)

Legal Entity

Country

Type of Shares/Security

Number of Shares/Security RBC Holds?
Number of outstanding shares?
Percentage of O/S

Convertible?

If yes, Terms

Currency

Book value of above

Private?

Value of RBC's Holding

Comments on Rationale/Methodology using
EVIEBITDA

Public Issue?

Current Market Price

Total value of RBC's holding
Ticker, if applicable

Series

Exchanges?

Voting?

Non Voting?

Type of Identifier

Complete this section for Warrants

Issuer of shares (Investee)
Legal Entity

Country

Transit

Ticker, if applicable

Type of Identifier

Expiry Date

Quantity

Strike Price

Public Placed Warrants?
Private Placed Warrants with net share settlement
alternatives?

Private Placed Warrants without net share
settlement alternatives?

Cost of Warrants
Fair Market Value of Warrants
G/L/Form 10000 where warrants currently reported

Shares(1)
No

Other:

No

No
0.00

No

'0.00

0.00

No
No
Warrants(1)

Other:

0.00

No
No

No

Shares(2)
No

Other:

0.00
0.00
0.00

No

0.00
No
0.00

No
0.00
0.00

No
No
Warrants(2)

Other:

0.00

No
No

No

Shares(3)
No

Other:

0.00
0.00
0.00

No

0.00
No
0.00

No
0.00
0.00

No
No

Warrants(3)

Other:

0.00

No
No

No

0.00
0.00
0.00

0.00
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ASSESSMENT OF LOAN IMPAIRMENT

Single Name: NELSON EDUCATION LTD. -

Assessment of Loan Impairment

!Criteria

Comments

Criteria Met

’I Uncompensated delays in repayment

Is the loan in arrears? If yes, the loan is considered to be impaired,
uniess:
- the delay in payment or shortfall in amount of payment is
insignificant;
or
- In the absence of earlier identification of impairment, all loans must
be classified as impaired when any of the following criteria are met
(which indicates that the lender no longer has reasonable assurance
of timely collection of the full amount of principal and interest):{OSFI
C-1 Page 2}
- a payment on a deposit with a regulated financial
restructured loan is contractually 90 days in arrears;
-+ a payment on any other loan (excluding credit card loans) is
contractually 90 days in arrears unless the loan is fully secured, the

institution or a

No

collection of the debt is in process and the collection efforts are
reasonably expected to result in repayment of the debtorin
restoring it to a current status within 180 days from the date a
payment has become contractually in arrears; or

-~ a payment on any loan is contractually 180 days in arrears. Any
credit card loan that has a payment 180 days in arrears  should be
written off.

Il. Deterioration of credit quality

Has the borrower’s financial condition deteriorated to the extent that
collection of future principal and interest payments in accordance with
the loan agreement is no longer reasonable assured?

If yes, the loan would be considered impaired regardless of whether
all payments are current. The following factors should be considered
to determine whether there has been a deterioration in credit quality.

Yes

(a) Has the borrower or guarantor experienced a decline in its current
financial position, particularly its liquidity, as evidenced by severe
losses in the current year or recent years, a serious deficiency in
working capital or cash flow, or an excess of liability over assets?

Since 2008 revenue and Gross
EBITDA CAGR declined by 4.5%
and 6.9%, respectively, while
margins have declined by 360bps

Yes

(b) Do independent credit reports indicate concerns about the entity's
ability to meet its continuing obligations?

NA

(c) Has there been a current default in making interest or principal
payments when due on debt obligations?

No

(d) Has there been a failure to meet debt covenants on existing debt
obligations?

No

(e) Has there been a downgrading of the credit status of the borrower
or guarantor by a recognized credit rating agency?

Yes

(f) Has there been a decline in the market value of a traded debt
instrument issued by the borrower or guarantor that is unrelated to a
change in market interest rates?

1st lien debt is currently 85-90.
Indication levels on 2nd lien 20-25
with no interest expressed.

Yes

(g) Do events such as the receivership, bankruptcy or liquidation of a
borrower or guarantor confirm a deterioration in credit worthiness that
has already been identified and recognized?

No

1. Significant decline in the security underlying a loan

(a) Has there been a significant decline in the value of the security
underlying a loan? If yes, go on to question (b).

EV has decreased due to decrease
in EBITDA multiple (9.3 times at
time of transaction) and EBITDA
decreased from $63MM to current
$50.7MM.

Yes

(b) Does the extent of the decline in security value create a situation
where the estimated net proceeds from realization of the security in
current market conditions are no longer sufficient to discharge the

Yes
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!recorded investment in the loan? If yes, go to question (c).

(c) Is the borrower's overall financial condition sufficient to provide
reasonable assurance of collection of any unsecured balance in
accordance with the terms of the loan agreement? If the answer to
this question is no, the loan is presumed to be impaired.

No
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SLAS ADVICE OF CREDIT UNDERTAKING

|

Single Name: NELSON EDUCATION LTD.

Annual Review:

Final ACU:

RBC Director Involvement:
Change in ACU Review Date:

Change in Single Name Risk Rating:
Change in Single Name Outlook:
Change in Borrower Risk Rating:
Change in Borrower Outlook:
Change in Borrower BCC:

Change in Account Strategy:
Change in Credit Policy Exception:

AML - EDD - Is Enhanced Due Diligence required for this file?

Borrower in Bankruptcy or Receivership:
Appointment of Advisors

Equity positions in Company
Recommendation to sell loans?

Is loan being restructured?

GROUP NAME: No Group

SINGLE NAME: NELSON EDUCATION LTD. (858353360)

BORROWER: NELSON EDUCATION LTD. (858353360)

PRIMARY BUSINESS: Telecom & Media

SINGLE NAME EXPOSURE

Authorized When
Transferred In

Last ACU: 2013/09/24

This ACU: 2014/01/15
No Referred to: Bruce Campbell
No Originating Business Unit; CM

Responsibility Transit: 8091 DIVERSIFIED CAN/
No Review TORONTO
Date:2014/06/01 District: CORPORATE/RELATION
No BANKING
No Date transferred to SLAS: 2012/10/12
No Authorized when transferred to SLAS ($): $204,517,4
No Outstanding when transferred to SLAS ($): $151,877,6
No BRR when transferred to SLAS: 4
No Date Classified Non-Accrual: 2012/10/10
Yes Date Re-classified Accrual:
No Loss Event Date:
No Date Put On Watchlist:
Yes
No
No
No
OWNERSHIP BRR OUTLOOK BCC |
OMERS 70%; Apex 30% 5 Uncertain
5 Stable Dbtfl
SIC CODE: 2731
Prior Amount Current Amount Increase/(Decrease)

from Last ACU

Credit Risk: $204,517,412.16 $70,570,340.08 $34,435,391.63 ($36,134,948.45)
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $44,435,391.63
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00

Net Single Name Exposure:

$44,435,391.63

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:
- Add GRR10 CPE

- Financial update - input fiscal Q1 2014 financial results (Sept 30th)

- Delete GRRO1-02 CPE. Economic capital is $6.1MM - below the $7.75MM maximum.

- Wilmington Trust is now 1st lien agent. In adminstrative section, delete RBC as 1st lien agent.

Principal Write-off Amount: $25,000,000.00
DLI Reversed to Principal: $11,042,888.50

PROPOSAL OUTLINE:

Nelson's Q1 2014 financial results were a disappointment. LTM EBITDA decreases $5MM from the previous guarter and was
also $5MM below their Q1 2014 business plan number. Q1 2014 revenue was $40.5MM, down $6.1MM (13% decrease) from
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Q1 2013. The decrease in EBITDA also reflected a YOY increase in SG&A that increase from $10.5MM to $11.1MM.

The decrease in revenues reflected softness in both Higher Education (down $4MM YOY to $30.1MM) and K-12 (down
$2.1MM YOY to $10.4MM).

The company has verbally advised that the 1st 2-months of Q2 2014 exceed plan and had offset some of the EBITDA
decline (approximately $1.5MM).

We maintained the $25MM in PCL in anticipation that Nelson Education's sales had bottomed-out. As revenues continued to
be challenged, the likelihood of a recovery on the exiting PCL is greatly reduced and we therefore recommend the PCL and
the DLI be applied to the principle amount of the loan, reducing our 2nd lien exposure to US$11.1MM.

At this time we are not proposing additional PCL. The amount of additional PCL, if any, will be assessed based on:

1. Nelson's ability to increase revenue;

2. The 1st lien lenders restructuring proposal;

3. Cengages Bankruptcy Status; and

4, Whether Nelson makes the makes the March 31st interest payment.

SELECTED ACCOUNT STRATEGY: Rehabilitate
. To the extent we can aide in restructuring to improve our
position we will be cooperative. The July 2013 ACU included a term sheet that reflected our proposed restructuring strategy.

+hea N\

As-the-lst-lien-steering-com mittee-ha S”yet"tO*FeS’pOﬁd”’t’O"pFOpOS'a"S from-the-company-or-sponsor:

1. The July 2013 term sheet remains the restructuring strategy; and
2. Our strategy for the next 6-months is to wait & see and continue to collect 2nd lien interest.

ACTION DATES:
January 31, 2014 - 1st lien lenders are expected to deliver a restructuring proposal.

March 31, 2014 - Interest payment due on 1st and 2nd lien debt.
July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang Bruce Campbell
Title Sr. Manager SLAS V.P. SLAS S.V.P. SL&AS
Group

Approval input by: Cheryl Chung on 2014/01/20

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

ATTACHMENTS

1) Exposure Jan 7 2014.xls
2) Sep 30%2c¢ 2013 - Financial Statements[1].pdf
3) TVM Calculation Nelson Jan 2014.xls




ADMINISTRATION PAGE
Single Name: NELSON EDUCATION LTD.

EXIST. |EXIST. ($MM [Q1/14 |Q2/14 [Q3/14 Q414 Q115 [Q2/15 |Q3/15 |Q4/15 Q1/16 |Full Year |Full Year
Q4/16 Q4/17

N 31 33 30.88] 3043] 2098| 2053 2000| 2864 27.76 | 26 43
o oo 0.00f 000] 000 000] 000] 0.00 0.00 o. oo
000|000  o000] o000 o000 000/ 000 0.00 ©0.00

105.00] 105.00| 105.00] 105.00 105.0() 105.00 165.00 105.00 105.00|

~ 0.00[DLI
Interest rate is the rate of the Segment with the largest expected loss at time of |mpa|rment All-in Rate: 6.25000
Currency that Provision is booked in or choose currency based on the largest impaired amounts Currency USD Board Rate: 1.00000

TVM ACL (CDN$)is: 6.701 TWM ACL Foreign Currency is: 6.701

TVM - Interest Rate - Rationale:
State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).
Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount This ACU Total Amount To Date

LRE W/O Legal $0.00 $0.00| $0.00
LRE W/O Other $0.00 $0.00 $0.00
PrincipalWio $80,000,000.00 $25,000,000.00 ~ $105,000,000.00
Total W/O $80,000,000.00 $25,000,000.00 $105,000,000.00
PCL Increase $0.00 $0.00 $0.00
Total PCL Increases Since Inception of Loan $0.00
PCL Reversal $0.00 $0.00 $0.00
Total PCL Reversals Since Inception of Loan : - $666
ODWO Recoveries for this Fiscal Year ) $0.00 $0.00 o ' $0.00
Total ODWO Recoveries $0.00 $0.00 S $0.00
Total ODWO Recoveries % of Total W/O o 0.00%
Net PCL ) S ) - N $0.00
FX Adjustment $0.00

ACL ) $25,000,000.00 | $0.00 T 50,00

Pricing when transferred to SLAS:
First Lien.

L+250
ABR + 150
LCs 250
2nd Lien

L+600



ABR + 500

Covenant Breach: N
Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of
the 1st lien debt in July 2014.

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y
Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments: RBC was agent on $287MM 1st lien debt (we have resignhed and Wlllmmton Trust
whas taken over Iarest 1st||en debt holdersare ... ...

RBC is aient on2nd lien. RBC ($126.2MM);

Agent: Y
Include details such as identification of Agent and other pertinent information.
Comments: RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the

1st lien facility,




C.P. EXCEPTIONS:

Rationale:

GRRO01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$43,435,391.63

GRR10 : PARI PASSU RANKING OF INDEBTEDNESS

$11,733,816.00

iCIRO'I : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS

PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES
$0.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

GRRO1-02 Delete as EC is $6.1MM, below the GRR01-02 $7.75MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting.




TAB C



| SLAS ADVICE OF CREDIT UNDERTAKING

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/01/15
This ACU: 2014/01/28
Annual Review: No Referred to: Bruce Campbell
Final ACU: No Originating Business Unit: CM
RBC Director Involvement: Responsibility Transit: 8091 DIVERSIFIED CAN¢/
Change in ACU Review Date: No Review TORONTO
Date:2014/06/01 District: CORPORATE/RELATION
Change in Single Name Risk Rating: No BANKING
Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12
Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4'
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877,6°
Change in Borrower BCC: No BRR when transferred to SLAS: 4
Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: Yes Date Re-classified Accrual:
AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date:
Borrower in Bankruptcy or Receivership: No Date Put On Watchlist:
Appointment of Advisors Yes
Equity positions in Company No
Recommendation to sell loans? No
Is loan being restructured? No
GROUP NAME: No Group OWNERSHIP BRR OUTLOOK BCC
SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; Apex 30% 5 Uncertain
BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbt
PRIMARY BUSINESS: Telecom & Media SIC CODE: 2731
SINGLE NAME EXPOSURE Authorized When Prior Amount Current Amount Increase/(Decrease)
Transferred In from Last ACU )
Credit Risk: $204,517,412.16 $34,435,391.63 $34,506,230.84 $70,839.21
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $44,506,230.84
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00
Net Single Name Exposure: $44,506,230.84

Please see Exposure Sheet attached for further details. \

REASONS FOR SUBMISSION:
Increase exposure under 2nd lien by $70,839.14.

Amend Forecast and CPE exceptions to reflect the increase.
DLI Reversed to Principal in error corrected in ACU dated January 15.

PROPOSAL OUTLINE:

The January 15, 2014 ACU wrote-off $25MM of PCL and applied DLI to the loan balance. $70,839.14 of the DLI was interest
received by the trading book and should not have been included in the DLI.

This ACU Is document the error and recommend that the loan amount recorded for the 2nd lien be increase by $70,839.14.

SELECTED ACCOUNT STRATEGY: Rehabilitate

. To the extent we can aide in restructuring to improve our
position we will be cooperative, The July 2013 ACU included a term sheet that reflected our proposed restructuring strategy.

1



As the 1st lien steering committee has yet to respond to proposals from the company or sponsor:

1. The July 2013 term sheet remains the restructuring strategy; and

2. Our strategy for the next 6-months is to wait & see and continue to collect 2nd lien interest.

ACTION DATES:

January 31, 2014 - 1st lien lenders are expected to deliver a restructuring proposal.

March 31, 2014 - Interest payment due on 1st and 2nd lien debt.
July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:
Name Les Vowell Ray Chang Bruce Campbell

Title Sr. Manager SLAS V.P. SLAS S.V.P. SL&AS

Group

Approval input by: Cheryl Chung on 2014/01/29

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfoliioc Management. 30th Floor South Tower

Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
* Willian Caggiano - Managing Director, 12th Floor, 3 WFC. '

| ATTACHMENTS

)

1) Exposure Jan 29 2014.xls

2) TVM Calculation Nelson Jan 29 2014.xls



ADMINISTRATION PAGE
Single Name: NELSON EDUCATION LTD.

EXIST. |EXIST. [$MM |Q1/14 Q2114 |Q3/14 |Q414 [Q1/15 [Q2/15 [Q3/15 |Q4/15 |Q1/16  |Full Year |Full Year

APP. OIS Q4/16 Q4/17

| 3224 s4s1|clL | 32.31] 31.85| 31.40| 3095 3050 30.05] 2060 2016| 2871|  27.83 26.50

ooo]  |pct | Tooo| 0oo| o000] o000] o0o00o] o000l oo00] 000] ool o000 0.00

© 0.00 ACL | 000[ 00| 0o0o] 0o0o| oo0o| ooo] o000 o000 o0oo|  oool  oo0
105.00 WO | 105.00] 105.00] 105.00] 105.00] 105.00] 105.00| 105.00| 10s. 00| 105.00| 105.00]  105.00

] ooolpu | T I

tnterest rate is the rate of the Segment with the Iargest expected Ioss at t|me of:mpaxrment All-in Rate: 6.25000 - B

Cdrrency that Provision is booked inor choose currency based on tr‘ié"iéFgest |mpa|red amounts Cufrency USD Board Rate 1. OOOOO )

TVM ACL (CDN$) is: 6. 717 TVM ACL Foreign Currency is: 6.717

TVM -

Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restructuring.

"PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount ThIS ACU Total Amount To Date
LRE W/O Legal $0.00| 1$0.00 $0.00
LRE W/O Other $0.00 $0.00 $0.00
Principal W/O $105,000,000.00 $0.00]  $105,000,000.00
Total W/O $105,000,000.00 $0.00 $105,000,000.00
PCL Increase " '$0.00 $0.00 $0.00
|Total PCL Increases Since Inception of Loan [ $0.00
PCL Reversal $0.00] $0.00 $0.00
Total PCL Reversaglsr Since Inception of Loan I o ) $0.00
'ODWO Recoveries for this Fiscal Year $0.00 o $0.00 $0.00
Total ODWO Recoveries $0.00 80,00 7 7$0.00
Total ODWO Recoveries % of Total W/O 0.00%
NetPCL R h o $0.00 |
FXAdjustment 80,00
ACL o T s000] s000] T g0

Pricing when transferred to SLAS:

First Lien.
L+250
ABR + 150
LCs 250
2nd Lien

L+600




ABR + 500
Covenant Breach:

Comments:

Security Shortfall:
Comments:

N
7-times Sr. debt to gross EBITDA leverage uniikely to be breached prior to the maturity of
the 1ist lien debt in July 2014.

Y
See PCL calulation in Octobe 2012 ACU

Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments:

Comments: RBC was agent on $287MM 1st lien debt (we have resnned and Wlllmmton Trust
whas taken over. larest 1st lien debt holders are ..
RBC is aient on2ndlien. RECEE R 7

Agent: Y

Include details such as identification of Agent and other pertinent information.

RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the
ist lien facility,




C.P. EXCEPTIONS:

Rationale:

GRRO01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$43,506,230.84

GRR10 : PARI PASSU RANKING OF INDEBTEDNESS

$11,804,655.13

PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES
CIR01: STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $0.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

GRRO01-02 Delete as EC is $6.1MM, below the GRR01-02 $7.75MM max.

GRR10 - Security for the 2nd llen ranks behind the first lien term loan. This was a hung-underwriting.




TABD



H

SLAS ADVICE OF CREDIT UNDERTAKING

|

Single Name: NELSON EDUCATION LTD.

Annual Review:

Final ACU:

RBC Director Involvement:
Change in ACU Review Date:

Change in Single Name Risk Rating:
Change in Single Name Outlook:
Change in Borrower Risk Rating:
Change in Borrower Outlook:
Change in Borrower BCC:

Change in Account Strategy:
Change in Credit Policy Exception:

AML - EDD - Is Enhanced Due Diligence required for this file? No

Borrower in Bankruptcy or Receivership:
Appointment of Advisors

Equity positions in Company
Recommendation o sell loans?

Is loan being restructured?

GROUP NAME: No Group

SINGLE NAME: NELSON EDUCATION LTD. (858353360)

BORROWER: NELSON EDUCATION LTD. (858353360)

Last ACU: 2014/01/28

This ACU: 2014/02/18
No Referred to: Bruce Campbell
No Originating Business Unit: CM

Responsibility Transit; 8091 DIVERSIFIED CAN/
No Review TORONTO
Date:2014/06/01 District: CORPORATE/RELATION
No BANKING
No Date transferred to SLAS: 2012/10/12
No Authorized when transferred to SLAS ($): - $204,517,4
No Outstanding when transferred to SLAS ($): $151,877,6'
No BRR when transferred to SLAS: 4
No Date Classified Non-Accrual: 2012/10/10
Yes Date Re-classified Accrual:
Loss Event Date;
No Date Put On Watchlist:
Yes
No
No
No
OWNERSHIP BRR OUTLOOK BCC
OMERS 70%; Apex 30% 5 Uncertain
5 Stable Dbitfl

PRIMARY BUSINESS: Telecom & Media

SIC CODE: 2731

SINGLE NAME EXPOSURE

Authorized When
Transferred In

Prior Amount
from Last ACU

Current Amount

Increase/(Decrease) ]

$34,506,230.84

$37,611,791.60

$3,105,560.76

Credit Risk: $204,517,412.16
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $47,611,791.60
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00

Net Single Name Exposure:

$47,611,791.60

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:
Financial Update

Increase 2nd lien loan amount by $21,220.81 to reflect DLI applied to principal amount in error.

DLI reversed to principal in error corrected in ACU dated Janaury 15.

Update forecast to reflect change in Board Rate (from 1.00 to 1.09).

Update CPE's to reflect change in Board Rate.

PROPOSAL OUTLINE:

The January 15, 2014 ACU wrote-off $25MM of PCL and applied DLI to the loan balance. $70,839.14 of the DLI was interest
recelved by the trading book and should not have been Included in the DLI. We have been advised an additional $21,220.81

was applied in error



This ACU documents the error and recommend that the loan amount recorded for the 2nd lien be increase by $21,220.81.

Refer to Financial Analysis section for Q2 2014 Financial results.

SELECTED ACCOUNT STRATEGY Rehabilitate

. To the extent we can aide in restructuring to improve our

posmon we w1II be cooperatlve The July 2013 ACU mcluded a term sheet that reflected our proposed restructuring strategy.

As the 1st lien steering committee has yet to respond to proposals from the company or sponsor:

1. The July 2013 term sheet remains the restructuring strategy; and
2. Our strategy for the next 6-months is to wait & see and continue to collect 2nd lien interest.

ACTION DATES:
February 28, 2014 - 1st lien lenders are expected to deliver a restructuring proposal.

March 31, 2014 - Interest payment due on 1st and 2nd lien debt.
July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang Bruce Campbell
Title Sr. Manager SLAS V.P. SLAS S.V.P. SL&AS
Group

Approval input by: Cheryl Chung on 2014/02/19

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

| ATTACHMENTS

1) Copy of TVM Calculation Nelson Jan 29 2014.xls
2) Nelson exposure Feb 18 14.xlsm




I ADMINISTRATION PAGE ,
Single Name: NELSON EDUCATION LTD. l

EXIST. |EXIST. |[$MM |Q2/14 [Q3/14 |Qai4 |Q1/15 |Q2/15 |Q3/15  |Q45  |Q1/16  |Q2/16  |Full Year |Full Year
APP. loIs Q4/16 Q417

3231] s7.63]GIL 3524| 34.74| 3425| 33.76| 33.27 32 78| 3229| 3181 3132 30.35]  28.90]

0.00 PCL 0.00] 000] o000] 000] o000 o0.00] o000 o000l 000 0.00 0.00

7 0.00 ACL 0.00] 000| o0.00] o000] o000l o000 000 000 000 0.00]  0.00

[ 1 105 oo WO | 105.00] 105.00] 105.00] 105.00| 105.00] 105.00] 105.00| 105.00] 105.00]  105.00|  105.00

70.00|DLI - N

Interest rate is the rate of the Segment with the Iargest expected loss at tlme of lmpalrment All-in Rate: 6.25000

Currency that Provision is booked in or choose currency based on the largest impaired amounts Currency: USD Board Rate: 1 09000

TVM ACL (CDNS$) is: 6.954 TVM ACL Forelgn Currency is: 6. 380

TVM - Interest Rate - Rationale:
State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).
Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount This ACU Total Amount To Date
LRE W/O Legal ) N $0.00 $0.00 50,00
ALRE W/O Other $0.00 $0.00 $0.00
Principal W/O $105,000,000.00 $0.00 $105,000,000.00
?otal w/O $105,000,000.00 $0.00 $105,000,000.00
PCL Increase $0.00 $0.00 ’ $0.00
A'i'otal PCL Increases Since Inception of Loan - $0.6B”
PCL Reversal $0.00 $0.00 $0.00
Total PCL Reversals Since Inception of Loan ' B B $0.00
ODWO Recoveries for this Fiscal Year $0.00 ' $0.00 $0.00
Total ODWO Recoveries T s000] 5000 $0.00
Total ODWO Recoveries % of Total W/O ' 0.00%
Net PCL ' o $0.00
FX Adjustment $0.00
lacL o $0.00 $0.00 o $0-6(‘)«

Pricing when transferred to SLAS:
First Lien.

L+250
ABR + 150
LCs 250
2nd Lien

L+600



ABR + 500
Covenant Breach:

Comments:

Security Shortfall:
Comments:

N

7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of
the 1st lien debt in July 2014,

Y
See PCL calulation in Octobe 2012 ACU

Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDs: N
Non Lending Services: N
Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments:

Comments: RBC was agent on $287MM 1st lien debt (we have resigned and Wilimington Trust
whas taken over. largest 1st lien debt holders are T
RBC is aient on 2nd lien. RBC

Agent: Y

Include details such as identification of Agent and other pertinent information.

RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the
1st lien facility,




C.P. EXCEPTIONS:

Rationale:

GRR01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$46,611,791.60

GRR10 : PARI PASSU RANKING OF INDEBTEDNESS $12,890,204.37
PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES

CIR01 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $0.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

GRR0O1-02 Delete as EC is $5.2MM, below the GRR0O1-02 $7.7MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting.




TABE
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SLAS ADVICE OF CREDIT UNDERTAKING

Single Name: NELSON EDUCATION LTD.

Annual Review:

Final ACU:

RBC Director Involvement:
Change in ACU Review Date:

Change in Single Name Risk Rating:
Change in Single Name Outlook:
Change in Borrower Risk Rating:
Change in Borrower Outlook:
Change in Borrower BCC:

Change in Account Strategy:
Change in Credit Policy Exception:

AML - EDD - Is Enhanced Due Diligence required for this file? No

Borrower in Bankruptcy or Receivership:
Appointment of Advisors

Equity positions in Company
Recommendation to sell loans?

Is loan being restructured?

GROUP NAME: No Group

SINGLE NAME: NELSON EDUCATION LTD. (858353360)

BORROWER: NELSON EDUCATION LTD. (858353360)

PRIMARY BUSINESS: Telecom & Media

SINGLE NAME EXPOSURE

Authorized When
Transferred In

Last ACU: 2014/02/18

This ACU: 2014/03/31
No Referred to: Bruce Campbell
No Originating Business Unit: CM

Responsibility Transit: 8091 DIVERSIFIED CANt
No Review TORONTO
Date:2014/06/01 District: CORPORATE/RELATION
No BANKING
No Date transferred to SLAS: 2012/10/12
No Authorized when transferred to SLAS ($): $204,517,4°
No Outstanding when transferred to SLAS ($): $151,877,6°
No BRR when transferred to SLAS: 4
No Date Classified Non-Accrual: 2012/10/10
Yes Date Re-classified Accrual:
Loss Event Date:
No Date Put On Watchlist:
Yes
No
No
No
OWNERSHIP BRR OUTLOOK BCC
OMERS 70%; Apex 30% 5 UNCERTAIN
5 UNCERTAIN Dbtfl
SIC CODE: 2731
Prior Amount Current Amount Increase/(Decrease)

from Last ACU

$37,611,791.60

$24,204,353.03

($13,407,438.57)

Credit Risk: $204,517,412.16
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,204,353.03
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00

Net Single Name Exposure:

$34,204,353.03

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:

. Delete CPE GRR10;
. Reduce CPE GRRO1-01;
. Update Forecast;

. Strategic Road Map

VNN UTD WN =

Increase PCL Amount: $12,403,532.27
Principal Write-off Amount: $12,403,532.27
DLI Reversed to Principal: $486,672.11

. New PCL and write-off - USD 11,379,387.40/C$12,403,532.27;

. Update financial analysis section to include Q2 2014;
. Confirm approval for 30-day extension to the grace period for missed interest payment.

. USD 446,488.17/C$486,672.11 DLI Reversed to Principal



PROPOSAL OUTLINE:
PCL RECOMMDATION

RBC has to date written-off $105MM of our original $131.2MM 2nd lien exposure to Nelson Education. A small 2nd lien loan
balance was maintained as interest was continuing to be collected. The Deferred Loan Income ( DLI ) was credited to the
laon balance. Approximately $8.6MM in DLI has been applied to the loan balance.

The 1st lien debt matures July 5, 2014, 3-months from now. It is a certainty the company will not pay any more interest on

the 2nd lien debt. Various analyses indicate there is a potential recovery for the 2nd lien in a 3-5 year timeframe. Given the
industry and market risks, we believe it is prudent to record PCL for the balance of the 2nd lien debt and write it off.

Apply DLI interest to the 2nd lien loan balance US$446,488.17($290,607.80 + 155,880.37). The remaining
US$11,379,387.40 is to be fully provided and then written off. The Canadian $ equivalent to be written-off is

$12,403,532.27.

CREDIT POLICY EXCEPTIONS

Concurrent with the write-off, the single name exposure CPE (GRR01-01) is reduced to $23.6MM and Pari-Passu Ranking of
Indebtedness (GRR10) is removed as there 2nd lien debt is completely written-off.

FORECAST

The TVM forecast-has-been-updated-to-reflect-the-write-off-of the-2nd-lien-debt:-Wecontinue-to-assume-there-will-be-a
restructuring event that will see the 2nd lien PIK its interest and interest will continue to be collected on the 1s lien debt.
We anticipate the interest earned on the 1st lien will increase to 7%, as per 1st lien term sheet.

Q2 2013 FINANCIAL RESULTS (as at December 31, 2013)

Nelson's financial results are reported in Canadian dollars. 1st lien and total debt are denominated in US$. As the C$
devalued relative to the US$, reported debt is increasing.

LTM Revenues were down 7.15%. Nelson recelved a one-time $3.0MM payment from the Access copyright in December
2013. This amount flowed straight to EBITDA. As this was not repeated in December 2014, this was the largest factor in the

YOY decrease in EBITDA.

Higher education revenue in the 1st half was $54.6MM, down $4.1MM from $58.7MM the previous year. K-12 revenue was
$16.5MM, down $5.8MM from the previous year.

The YOY increase in leverage reflects both the decrease in EBITDA and the above mentioned FX movements. Subsequent to -
year-end (June 30, 2013), Nelson announced a cash flow sweep debt reduction payment of $13.5MM. This reduces the 1st
lien leverage from year-end 5.98-times to 5.71-times.

The financial analysis section of the ACU has been populated with Q2 2014 LTM results. An excel spreadsheet has been
attached showing the historical financial statements and key financial metrics.

In 2012, Nelson purchased a $17MM bond issued by it s a related company Cengage. Cengage filed for Bankruptcy and

emerged on March 31, 2014, Nelson was able to sell the bond for approximately $6MM. These proceeds were used to pay-
down 1st lien debt. Based our estimates of EBITDA and the negative impact of the devalued Canadian dollar, Nelson would
have breached their 7-times 1st lien leverage ratio on March 31, 2014. We believe they will just be within compliance with

the voluntary debt reduction.

March 31, 2014 MISSED INTEREST PAYMENT

Nelson Education did pay its 1st lien interest payment but did not make its March 31, 2014 2nd lien interest payment of
approximately $2.3MM (RBC share $2.0MM). Under the loan agreement, Nelson had a 7-business day grace period to make

the payment.

Nelson s current cash balance is $30MM. The company has made representations that making the payment would create a
liquidity problem by fiscal year-end (June 30th) as:

Q4 is an important sales quarter as they ramp up their sales to Universities. Account receivables are forecast to use $27MM
in working capital, Inventory $3MM, and Accounts Payable would be an estimated source of approximately $14MM in
liquidity; thus working capital requirements are estimated to use $16MM of the $30MM cash reserves,

The company is responding to a term sheet from a group of 1st lien lenders that they hope will extend the term of their
loan. They anticipate there would have to be an additional principle pay-down as part of the enticement to get the lenders

to extend.



Nelson requested that the 2nd lien lenders extend the 7-business day grace period by 30-calander days. The extension
would provide time for the stakeholders and 2nd lien lenders agree upon and present a term sheet to the 1st lien lender
group. After extensive discussions, the 2nd lien lenders provide unanimous approval to extend the grace period to negotiate
a term sheet. As part of this agreement, the lenders received a partial interest payment of $350 thousand (RBC
approximately $300 thousand). The rationale for approving the extension was:

1. It was our firm belief the company would not and could not pay the full amount of 2nd line interest;
2. The non-extension of the grace period would trigger an Event-of-Default and the 1st lien lenders could accelerate;
3. Under the Inter-Creditor Agreement, the 2nd lien lenders could not under take any legal remedies. The stand-still period

is 180-days;

4. The Event-of-Default would force the company to file under CCAA during its most important sales quarter; and

5. Most concerning is the 1st lien lenders are split into 2 opposing camps that cannot agree upon a common approach. The
fear is the company could languish in bankruptcy for an extend period of time with legal and advisory fees consuming a

large portion of our potential recovery.

STRATEGIC DIRECTION

3

Nelson Education transferred into SL&AS in October 2012. We have had a stepped strategic approach.

ist - We had a $48.5MM revolving credit facility that matured July 5, 2013. We were successful in getting the facility to
maturity without a loan drawdown.

2nd With revolver exposure gone, our strategic direction was to focus on our 2nd lien exposure. In July 2013, we advised
the largest 1st lien lenders RBC would be resigning as 1st lien agent and asked them to find a new agent. Wilmington Trust

is now the new 1st lien agent.

3rd- We attempted to engage the 1st lien lenders in restructuring discussion is September 2013. The 1st lien steering
committee was and remains split on how to restructure the Nelson debt. As a result they did not respond to a restructuring
proposal Given their lack of engagement, we put pencils down and were content to continue to collect 2nd lien interest,
knowing the file would become active in April 2014, $8.6MM of DLI has been collected and applied to the principle balance.

The number one objective is to buy time as we are seeing improving trends in the K-12 and higher educatlon text book
market. The proposed strategic d|rect|on is: :

1. Maintain as much of the 2nd lien debt as possible (I.e. minimize the conversion of debt to equity);
2. Expect the 2nd lien debt to PIK Its interest. We would propose the PIK interest increase by at least the amount of any

increase in the 1st lien interest; and
3. Negotiate for a sufficient time to allow expected increases in sales to materialize from expected curriculum changes in the

provincial school districts to fully impact EBITDA.

As noted previously, the 1st lien lenders appear hopelessly divided. Based on discussions with the Nelson s advisors and
some 1st lien lenders, the 2 opposite positions are:

Aries the largest 1st lien holder wants put in place a capital structure that would see 40% of the 1st lien debt convert to
equity, with 60% rolling into a new 1st lien debt, priced at market rates to deliver a PAR piece of paper. This position would
result in a negligible recovery for the 2nd lien. It is believed they have about 40% of the 1st lien lenders supporting their

position.

Marblegate is a distressed hedge fund that has express a strong desire not to own Nelson as they believe ownership is
fraught with regulatory approval risk. They have presented a term sheet to Nelson (copy attached) that proposed a 1-year
forbearance, an increase in 1st lien interest to a 7% fixed rate; the appointment of a CRO; and various milestones. Our view
of the term-sheet is that it is a reasonable starting position. Nelson, like RBC, would like a longer forbearance term. The
milestones also give us some concerns. Marblegate believes they have the support of over 50% of the 1st lien lenders (close

to 60% if they assume they get RBC 1st lien support).
Of the 2-postitions, Marblegate s is more closely aligned to our strategic interest.

Nelson will be responding to the Marblegate term sheet and are seeking 2nd lien input and support for the term sheet.
Nelson will present the term sheet as being supported by the company and the 2nd lien lenders.

These negotiations will also include the sponsor (Apex) and the role they will play in the new structure. It is our
understanding they will continue to play an active role if there is a financial incentive, i.e. a percentage of any recovery to

the 2nd lien. Whether Apex can add value is subject to debate.

SELECTED ACCOUNT STRATEGY: Rehabilitate
. To the extent we can alde in restructuring to improve our

position we will be cooperative. The July 2013 ACU included a term sheet that reflected our proposed restructuring strategy.



As the 1st lien steering committee has yet to respond to proposals from the company or sponsor:

1. The July 2013 term sheet remains the restructuring strategy; and

2. Our strategy for the next 6-months is to wait & see and continue to collect 2nd lien interest.

ACTION DATES:
May 9, 2014 - Interest payment grace period expires.

July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang Bruce Campbeil
Title Sr. Manager SLAS V.P. SLAS S.V.P. SL&AS
Group

Approval input by: Cheryl Chung on 2014/04/23

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfoliic Management. 30th Floor South Tower
James Parisi - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC,

T | ATTACHMENTS

1) April 10 14 exposure.xlsm

2) Nelson - Forbearance Term Sheet.docx

3) Nelson Financial Summary Dec 31 2013 Q2.xls
4) TVM Calculation Nelson April 2014.xls




PCL REQUEST AND RATIONALE

Single Name NELSON EDUCATION LTD

STRATEGY TIME FRAME FOR FACILITIES:
July 2013 - maturity of the RC. Company should have sufficient liquidity to manage without the RC.

July 2014 - Maturity of the 1st lien term loan. This is the critical date as the 2nd lien must be addressed at this point (Fiscal
Q3 2013 for RBC). It is at this point in time the ultimate loss will be known. Forecast indicates no financial covenant
breaches up to the maturity of the 1st lien debt. Therefore our time frame is 7-quarters up to July 2014.

July 2015 - 2nd lien matures

Loan Balance: 24,204,353.03

Less ACL: 0.00

Less DLI: 0.00

Net Outstanding Loans to be recovered: 24,204,353.03

Accrued but uncollected Interest up to day loan classified impaired: 1,970,500.00
Unamortized loan fees and costs: 0.00

Unamortized premiums or discounts on acquisition: 0.00

METHODOLOGY CONSIDERED TO ESTABLISH THE REALIZABLE VALUE OF LOAN (ESTIMATED):
We are fully writing off the 2nd lien debt. If there is a recovery it will be in 3-5 years. Under the terms of the inter-creditor
agreement, 2nd lien debt must standstill for 180-days. Once restructured, 2nd lien should not expect to collect any interest

until first lien debt is fully repaid.

- Fair value of Security (underlying loans)
Assets have negligable value. Total Assets are $353MM or which $270MM are intangible assets. The balance of the $83MM

in assets are PP&E ($15MM) and working capital ($60MM).

This was and is a cash flow loan. Based on market compariables, estimated enterprise values range from C$290MM to
C$383MM. With the devaluation of the Canadain dollar, the US$268MM 1st lien debt has a C$ equivalent of C$297MM, less
than the lower valuation range. Hence, we assume no recovery for PCL purposes.

- Market Price for loans (Observable)
First lien : We have not seen the 1st lien debt trade, but have been advised it should be in the $0.80 to $0.84. As we are no

longer 1st lien agent we don't see the trades.

2nd Lien has not traded in 2-years.

- Discounted Expected Future Cash Flows (to determine Net Present Value)
Based on the Enterprise value noted above, a full recovery on the 1st lien debt is anticipated. Therefore the NPV is based on
the future interest on the 2nd lien plus the forecast recovery on the 2nd lien. Loss is expected to be crystalized upon the
refinance / restructuring of the 1st lien. The interest payments are viewed as highly probably, so the discount rate of 6.25%
(the all in interest rate on the 2nd lien debt) was used. As the priniple payment is in effect equity risk, RBC's target ROE of
18% is used. Incremental PCL using this methodology is $30.8MM.

OTHER METHODS BASED ON MANAGEMENT JUDGEMENT:
Working with CDG, estimated 2nd lien recoveries were calculated based on the business plan prepared by the company.
While all scenarios showed a recovery in 5-years, the sale of the company or refinancing we yield no value for the 2nd lien.

RATIONALE FOR METHODOLOGY SELECTED:
All 4-approaches were Iindicate no recovery for the 2nd-lien in the short term, with any recovery ging out 3-years years. The
recommend incremental PCL is the remaining 2nd lien loan balance.

DISCOUNT RATE USED FOR CASH FLOWS IF THIS METHODOLOGY IS SELECTED:

PCL CALCULATION FOR AMOUNT REQUIRED (CDN$): 12,403,532.27
Are all relevant worksheets attached? (E.G. DCF Analysis, PCL Calculations) No






ADMINISTRATION PAGE
, ) Single Name: NELSON EDUCATION LTD. l

,TVM ACL (CDN$) is: 4578 TVM ACL Foréngn Currency Is: 4.200

$MM |Q2/14 |34 |Qa14 Q15 Q215 [Qa/s |45 |Q116  |Q26  |Full Year  IFull Year
Q4/16 Q4/17
GIL | 2420] 2372] 2324| 22.76| 22.28| 21.80] 21.32] 2085| 2037 19.90]  18.25
PCL | 1240] 1240| 12.40| o00] o0o00] o000] o000] o000l ooo|  oool 000
AcL | o0o00| o000| o000] 000 000 0.00] 000 000 000 0.00 0.00]
WO | 117.40| 117.40| 117.40] 117.40] 117.40] 117.40] 117.40] 117.40| 117.40] - 7.40
DLI - o T )
IHérest raie is the rate of the Segment with the Iargest expected loss at tlme of lmpalrment All-in Rate: 6.25000 N
Cﬁrrénéy that Provision is booked in or choose currency based on the Iargest |mpa|red érﬁounts CUFféncy USD Board Rate: 1 09000

TVM - Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

1. Only collect interest on 1st lien debt after March 2014)
. 1st lien debt Amortizes 0.25% per quarter

2

3. No interest on 2nd lien debt
4, 1st lien term is 5-years

5. 2nd lien term is 6-years

6. Exchange Rate 1.09

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22 7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restruéturing.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount This ACU Total Amount To Date
LRE W/O Legal o ) $0.00 $0.00] $0.00 |
LRE W/O Other ©$0.00 50,00 T $0.00
Principal W/O $105,000,000.00 $12,403,532.27 $117,403,532.27
Total WIO $105,000,000.00 $12,403,532.27 $117,403,532.27
PCL Increase - $0.00|  $12,403,532.27| $12,403,532.27
Total PCL Increases Since Inception of Loan o $0.00¢
PCL Reversal $0.00 $0.00 - $0.00
Total PCL Reversals Since Inception of Loan $0.00
ODWO Recoveries for this Fiscal Year $0.00 $0.00 $0.00
Total ODWO Recoveries $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O I 0.00%
Net PCL - $12,403,532.27
FX Adjustment AAAA I $0.00 o
ACL B $0.00 $000]  $0.00

Pricing when transferred to SLAS:
First Lien.

L+250




ABR + 150

LCs 250

2nd Lien

L+600

ABR + 500

Covenant Breach: N

Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

the 1st lien debt in July 2014,

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y
Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.
Comments: RBC was agent on $287MM 1st lien debt (we have resi

gned and Willmington Trust
whas taken over. largest 1st lien debt holders are (il ] 00 11 -

RBC is aient on 2nd lien. REC (R Ee  e a

Agent: Y
Include details such as identification of Agent and other pertinent information.
Comments: RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the

1st lien facility,




C.P. EXCEPTIONS:

iGRRO1-O1 : Single Name Credit Risk Limits - Corporates - Exposure $33,204,353.03
PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES

CIR01 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS - $0.00

Rationale:

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the
exception.

GRR01-02 Delete as EC is $5.2MM, below the GRR01-02 $7.7MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting. The balance of the
2nd lien loan has been written-off, thus the GRR10 exception is being removed.



TABF




|I

SLAS ADVICE OF CREDIT UNDERTAKING

|

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/03/31
This ACU: 2014/06/23
Annual Review: No Referred to: Ray Chang
Final ACU: No Originating Business Unit: CM
RBC Director Involvement: Responsibility Transit; 8091 DIVERSIFIED CAN/
Change in ACU Review Date: Yes Review TORONTO
Date:2014/09/01 District: CORPORATE/RELATION
Change in Single Name Risk Rating: No BANKING
Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12
Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877.6
Change in Borrower BCC: No BRR when transferred to SLAS: 4
Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: No Date Re-classified Accrual:
AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date:
Borrower in Bankruptcy or Receivership: No Date Put On Watchlist:
Appointment of Advisors Yes
Equity positions in Company No
Recommendation to sell loans? No
Is loan being restructured? No
GROUP NAME: No Group ‘ OWNERSHIP BRR OUTLOOK BCC
SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; Apex 30% 5 Uncertain
BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbtf]
PRIMARY BUSINESS: Telecom & Media SIC CODE: 2731
SINGLE NAME EXPOSURE Authorized When Prior Amount Current Amount Increase/(Decrease)
Transferred In from Last ACU
Credit Risk: $204,517,412.16 $24,204,353.03 $24,204,353.03 $0.00
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,204,353.03
Minus Mitigated Risk with limit relief -$0.00 Comments:
Minus Underwriting Risk $0.00

Net Single Name Exposure:

$34,204,353.03

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:

Administrative ACU to extend Annual Review Date to 2014/09/01.

PROPOSAL OUTLINE:

The 1st lien term loan matures July 5, 2014. As this is a Saturday, the loan is due and payable July 7, 2014,

We are currently in negotiations with the equity and 1st lien lenders. The ACU will be updated once a formal proposal is

developed.

As per discussions with Chang/Vowell, there is an interest payment default under the 2nd lien loan agreement. The agent
has not received a request from the requisit lenders (including RBC) to accelerate. Given the nature of the inter-creditor
agreement (6-month standstill) there is no strategic benefit to accelerating the loan.



Nelson was reviewed as part of the SNIC review. The credit was rated Substandard / non-accrual. In effect, this is our
current BRR 5.

SELECTED ACCOUNT STRATEGY: Rehabilitate
. . . To the extent we can aide in restructuring to improve our

positin wiII be copetlve.
While we have written-off our entire 2nd lien exposure, we continue to believe that 'time is our friend' and there is a

potential recovery given sufficient runway. Our strategy is simply to work with the company and 1st lien lenders to
negotiate an extension of the 1st lien debt. This will require the 2nd lien debt to PIK its interest until the first lien is fully

repaid.

ACTION DATES:
July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang

Title Sr. Manager SLAS V.P. SLAS

Group

Approval input by: Cheryl Chung on 2014/06/24

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelic - RBCCM Portfoliioc Management. 30th Floor South Tower
James Parisi - RBCCM Portfoliic Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

|| ATTACHMENTS H

1) Exposure June 23 2014.xls




ADMINISTRATION PAGE
Single Name: NELSON EDUCATION LTD.

EXIST. [EXIST. [$MM |Q3/14 Q414 |Q115 [Q2i15 |@3/15 |Q4i15  |Q1/16  |Q2116 |Q3/16  |Full Year |Full Year

APP. OIS Q4/16 Q4/17
24.20| 24.20|GIL 2420| 2372 2324| 2276| 2228 21.80| 21.32] 20.85] 20.37|  19.90|  18.25]

| 1240 PCL | 1240 1240] o0.00] o000| o000| o000 o000] o000] o000 000 0.00

| 0.00, ACL | 000| 00| o0o00| o000| o000] o000] o000l oo00] oo0o| Toool o000

| 117.40 | WO | 117.40| 117.40| 117.40| 117.40| 117.40| 117.40] 117.40] 117.40| 117.40| 117.40| 117.40

[ ooofpu | - ) o

Interest rate is the rate of thAe Segment with the largest expected loss at time of impaiﬁx}ent. All-m Rate: 6.25000

Currency that Provision is booked in or choose currency based on the largest impaired amounts: Currenc&: UsbD Boaf&ﬁli";e: 1.09000

TVM ACL (CDN$) is: 4.331 TVM ACL Foreign Currency is: 3.973 ) o

TVM - Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

. No interest on 2nd lien debt
. 1st lien term is 5-years

. 2nd lien term is 6-years

. Exchange Rate 1.09

AUTDN WN =

. Only collect interest on 1st lien debt after March 2014)
. 1st lien debt Amortizes 0.25% per quarter

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and wlll be extended as part of a longer term restructur’ing.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount This ACU Total Amount To Date
'LRE W/O Legal $0.00 $0.00 $0.00
LRE W/O Other $0.00 $0.00 $0.00
Principal W/O $117,403,532.27 $0.00]  $117,403532.27
Total W/O $117,403,532.27 $0.00 $117,403,532.27
PCL Increase $12,403,532.27 $0.00 $12,403,532.27
Total PCL Increases Since Inception of Loan $0.00
PCL Reversal $0.00 $0.00 $0.00
Total PCL Reversals Since Inception of Loan $0.00
ODWO Recoveries for this Fiscal Year $0.00 $0.00 $0.00
Total ODWO Recoveries $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O I ‘MWUMwm-whw-—”ﬁ)ﬁa;/:
Net PCL $12,403,532.27
FX Adjustment o $0.00]
ACL $0.00 $0.00 $0.00

Pricing when transferred to SLAS:
First Lien.

L+250



ABR + 150

LCs 250

2nd Lien

L+600

ABR + 500

Covenant Breach: N

Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

the 1st lien debt in July 2014.

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments: RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust
whas taken over. largest 1st lien debt holders are *
RBC is aient on 2nd lien. REC N

Agent: Y
Include details such as identification of Agent and other pertinent information.
Comments: RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the

1st lien facility,




C.P. EXCEPTIONS:

Rationaie:

|GRRO1-01 : Single Name Credit Risk Limits - Corporates - Exposure

$33,204,353.03

{PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
|PRIVILEGES
|CIR01 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $0.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

GRRO1-02 Delete as EC is $5.2MM, below the GRR01-02 $7.7MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting. The balance of the
2nd lien loan has been written-off, thus the GRR10 exception is being removed.




TAB G



" SLAS ADVICE OF CREDIT UNDERTAKING

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/06/23
This ACU: 2014/07/09

Annual Review: No Referred to: Ray Chang

Final ACU: No Originating Business Unit: CM

RBC Director Involvement: Responsibility Transit: 8091 DIVERSIFIED CAN/

Change in ACU Review Date: No Review TORONTO
Date:2014/09/01 District: CORPORATE/RELATION

Change in Single Name Risk Rating: No BANKING

Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12

Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4

Change in Borrower Outlook: No Qutstanding when transferred to SLAS ($): $151,877,6

Change in Borrower BCC: No BRR when transferred to SLAS: 4

Change in Account Strategy: No Date Classified Non-Accruat: 2012/10/10

Change in Credit Policy Exception: No Date Re-classified Accrual:

AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date: 2012/10/10

Borrower in Bankruptcy or Receivership: No Date Put On Watchlist: 2007/09/05

Appointment of Advisors Yes

Equity positions in Company No

Recommendation to sell loans? No

Is loan being restructured? No

GROUP NAME: No Group OWNERSHIP BRR OUTLOOK BCC

SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; Apex 30% 5 Uncertain

BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbtfl

PRIMARY BUSINESS: Telecom & Media

SIC CODE: 2731

Authorized When

SINGLE NAME EXPOSURE
. Transferred In

Prior Amount Current Amount

from Last ACU

Increasel/(Decrease) |

Credit Risk: $204,517,412.16 $24,204,353.03 $24,204,353.03 $0.00
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,204,353.03
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00

Net Single Name Exposure: $34,204,353.03

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:
Administration ACU

The 1st lien term loan matured on July 5, 2014. The loan has not been repaid and the company is in default. Negotiations

are continuing.

For administrative purposes we are recommending the FMD be extended 3-months to elimate daily excess reporting.

Update forecast to reflect DLI

SELECTED ACCOUNT STRATEGY: Rehabilitate

I . 1o the extent we can aide in restructuring to improve our

position we will be cooperative.



While we have written-off our entire 2nd lien exposure, we continue to believe that 'time is our friend' and there is a
potential recovery given sufficient runway. Our strategy is simply to work with the company and 1st lien lenders to
negotiate an extension of the 1st lien debt. This will require the 2nd lien debt to PIK its interest until the first lien-is fully

repaid.

ACTION DATES:
July 5, 2014 - Current maturity of 1st lien debt

July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang

Title Sr. Manager SLAS V.P. SLAS

Group

Approval input by: Cheryl Chung on 2014/07/10

Distribufion-List:
Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfoliio Management. 30th Floor South Tower
James Parisi - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower

Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

| ATTACHMENTS

1) Exposure Junly 9 14.xls
2) TVM Calculation Nelson July 2014.xls




ADMINISTRATION PAGE

, Single Name: NELSON EDUCATION LTD.

EXIST. [EXIST. [$MM [Q3/14 |Q4/14 [Q1/15 [Q2M15 (Q3/15 |Q4/15 [Q1M6 |Q2M16 |Q3/16 |FullYear |Full Year
APP, o/s Q4/16 Q4/17
24.20] 24.20|GIL 24.02| 2353 23.05] 2257| 2200] 2161| 2113] 20.66| 20.18]  19.71 17.83
B 12.40 PCL 12.40 12.40 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 ACL 000 000 0o00] o000 o000] 000] 000] 000 000 0.00 0.00
117.40 WO 117.40| 117.40| 117.40| 117.40| 117.40| 117.40] 117.40| 117.40] 117.40 117.40 117.40
i 0.19|DLI
Interest rate is the rate of the Segment with the largest expected loss at time of impairment. Ali-in Rate: 6.25000 i
_axrrency that Provision is booked in or choose currency based on the largest impaired amounts:  Currency: USD  Board Rate: 1.09000
TVM ACL (CDNS$) is: 4.280 TVM ACL Foreign Currency is: 3.927

TVM - Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

. No interest on 2nd lien debt
. 1st lien term is 5-years

. 2nd lien term Is 6-years

. Exchange Rate 1.09

DU AWNR

. Only collect interest on 1st lien debt after March 2014)
. 1st lien debt Amortizes 0.25% per quarter

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st fien will not be repaid at maturity and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount This ACU Total Amount To Date-;

LRE W/O Legal $0.00 $0.00 $0.00
LRE W/O Other $0.00 $0.00 $0.00
Principal W/O $117,403,532.27 $0.00 $117,403,532.27
Total W/O $117,403,532.27 $0.00 $117,403,532.27
PCL Increase $12,403,532.27 $0.00 $12,403,532.27
Total PCL Increases Since Inception of Loan $0.00
PCL Reversal $0.00 $0.00 $0.00
Total PCL Reversals Since Inception of Loan $0.00
ODWO Recoveries for this Fiscal Year $0.00 $0.00 $0.00
Total ODWO Recoveries $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O 0.00%
Net PCL $12,403,532.27
FX Adjustment $0.00

ACL $0.00 $0.00 $0.00

Pricing when transferred to SLAS:
First Lien.

L+250




ABR + 150

LCs 250

2nd Lien

L+600

ABR + 500

Covenant Breach: N

Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

the 1st lien debt in July 2014.

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
-Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments: RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust
whas taken over. Iariest 1st lien debt holders are “
RBC is aient on 2nd lien. REC ST

Agent: Y
Include details such as identification of Agent and other pertinent information.
Comments: RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the

1st lien facility,




C.P. EXCEPTIONS:

Rationale:

GRRO01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$33,204,353.03

PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES
CIRO1 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $0.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

GRR01-02 Delete as EC is $5.2MM, below the GRR01-02 $7.7MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting. The balance of the
2nd lien loan has been written-off, thus the GRR10 exception is being removed.




TABH



|| SLAS ADVICE OF CREDIT UNDERTAKING

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/07/09
This ACU: 2014/08/20
Annual Review: No Referred to: Ray Chang
Final ACU: No Originating Business Unit: CM
RBC Director Involvement: Responsibility Transit: 8091 DIVERSIFIED CANA
No Review TORONTO

Change in ACU Review Date:

Date:2014/09/01 District: CORPORATE/RELATIONS

Change in Single Name Risk Rating: No BANKING

Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12

Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,41
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877,61
Change in Borrower BCC: No BRR when transferred to SLAS: 4

Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10

Change in Credit Policy Exception: Yes Date Re-classified Accrual:

AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date: 2012/10/10

Borrower in Bankruptcy or Receivership: No Date Put On Watchlist: 2007/09/05

Appointment of Advisors Yes

Equity positions in Company No

Recommendation to sell [oans? No

Is loan being restructured? No
(GROUP NAME: No Group iR _OWNERSHIP [ BRR | OUTLOOK | BCC
'SINGLE NAME 'NELSON EDUCATION LTD. (“8583533‘60)““’5‘ OMERS 7 70% Apex 30% s Un‘o'értam I
'BORROWER: NELSON EDUCATION LTb @58353360) T s }Stable Dbt |
"PRIMARY BUSINESS: Telecom & Media ) ) © SIC CODE: 2731 T
‘SINGLE NAME EXPOSURE Authorized When | Prior Amount |  Current Amount ‘ ""iﬁéféééé/(b“écreééé{ N

! Transferred In

‘Credit Risk: g

Transaction Risk: ! $ooo

Delegated Risk: RBCCM $10,000,000.00
Insurance $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,749,353.00
Minus Mitigated Risk with limit relief $0.00
Minus Underwriting Risk $0.00

Net Single Name Exposure: $34,749,353.00

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:
- Establish LRE: Legal $500,000

- Financial update
PROPOSAL OUTLINE:

LRE

| from Last ACU
$204 517 412 16 ;

$24 204 353.03
$0.00 ;

$24 749 353 00

Comments:

Comments:

$000‘ e

A negotiation between the 1st lien debt and 2nd lien has been a frustration and unsuccessful progress. The gap between our
positions has been widening over the last 3-months as the 1st lien have taken an increasing more aggressive stance.

In our last communicationI we had iroiosed a structure wherebi —

The 1t lien responded with NN



Attached is an expected recovery worksheet. Subject to the EBITDA multiple and the number of years to an eventual sale;
our analysis shows a potential recoveruy to the 2nd lien (once 1st lien recovers 100% of their principal, interest and fees)
from a low of $4.3MM (6-times EBITDA, 2016 sale) to a high of $77.6MM (7-times multiple, 2015 sale).

We are recommending LRE of $500,000 to defend our position in a bankruptcy and hopeful be abie to negotiate a more
reasonable settlement.

Financial Update

Nelson Education has changed its year-end from June 30th to March 31st. This has made it more difficult to compare results
to previous years:

- The March 31st audited statements were for 9-months;

- There was not a push to close sales by June 30th as it was no longer a fiscal year-end;
- The month of July YOY results were up significantly due to timing differences as sales normally closed in June were closed

in July.
Adjusting for the above, we have calculated the July LTM results with the following observations:

1. EBITDA (as defined by the loan agreement) has decreased from $50MM as at June 30, 2013 to $43MM as at June 30,

2014;
2. The July LTM EBITDA number will be higher as July 2014 EBITDA of $8.8MM is $4.3MM higher that the $4.5MM in 2013.

Given the shift in sales to July from June (described above); the YOY gap is more than halved.

3. Sales declines seem to have stabilized. The decreasing to flat sales has been partially offset by reductions in SG&A costs.
4. The company wrote-off $83MM of intangible assets over the last 12-months; and

5. The leverage ratios are some what volatile as the debt is denominated in US dollars while the company's earnings are in

Canadian dollars.
6. As a result of the drop in EBITDA (especially in June 2014 due to the shift of sales to July) combined with the

depreciation of the Canadian dollar resulted in a senior leverage ratio in excess of 7.5 times, above the 7-times covenant.

Bankruptcy Strategy

The 1st lien stated objective is no recovery to the 2nd lien. They further said they would rather pay $10-$15MM to their
advisors than have the 2nd lien have any recovery after the 1st lien is repaid.

1. Do not defend our position - Not recommended as 2nd lien agent and largest lender, there is significant upside to protect.

2. Vigorously defend to hopefully be in a position to encourage consensual agreement that would see some recovery to the
2nd lien after the 1st lien has a full recovery.

We recommend.

SELECTED ACCOUNT STRATEGY: Rehabilitate

While we have written-off our entire 2nd lien exposure, we continue to believe that there is a potential recovery given
sufficient runway. Our strategy is simply to work with the company and 1st lien lenders to negotiate an extension of the 1st
lien debt. This will require the 2nd lien debt to PIK its interest (or convert to equity) until the first lien is fully repaid.

ACTION DATES:
July 5, 2015 - Current maturity of 2nd lien debt

| SIGNATURES:
‘Name  Les Vowell Ray Chang
‘Title Sr. Manager SLAS V.P. SLAS
Group
Approval input by: Giselle Ghafari on 2014/08/25

Distribution List:



Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfolilo Management. 30th Floor South Tower
James Parisi - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

ATTACHMENTS

2) Nelson - Key Terms of Second Lien Restructuring Proposal.pdf

1) Exposure August 22, 2014.xls

3) Nelson Structure Scenarios 7-28-2014v9.xlsx



ADMINISTRATION PAGE
Single Name: NELSON EDUCATION LTD.

EXIST. EXIST. $MM |Q4/14  Q1/15 ’io'zmsm ?'Q'3/1‘5 Q415 Q116 Q2116 Q316 Q4/16  Full Year [Ful Year

APP. O/S | L ( : | Q417 Q418
24 02& 2401GL | 23 531 2305 2257 22, 09;‘ 21611 21. 13 2066 2018 19.71-j? 17.83 0.00°
12.40, IPCL | 1240/ 000, 000 000, 000/ 000; 000/ 000 000 0.00 | 0.00,
0.00 ACL | 000 000! 000 000, 000 000, 000 000 0.00, 000 000
1740 WO 11740, 11740 117.40. 117.40] 117.40 117.40, 117.40° 117.400 11740 117.40  117.40
0.19 DLI ‘

lnterest rate is the rate of the Segment With the Iargest expected Ioss at tlme of lmpalrment— All -in- Rate 6 25000 R
Currency that Provnsron is booked inor choose currency based on the largest lmpaxred amounts Currency USD Board Rate 1 09000

;TVM ACL (CDN$) is: ‘3> 976 TVM ACL Forergn Currency is: 3 648

TVM - Interest Rate - Rationale:
State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

. Only collect interest on 1st lien debt after March 2014)

~Istlien-debt-Amortizes-0.25%-per-quarter
. No interest on 2nd lien debt

. 1st lien term is 5-years

. 2nd lien term is 6-years

. Exchange Rate 1.09

NUTAWNRE

TVM - Rationale for TVM Assumption (Cash Fiow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to
principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL. relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

; Prior Amount ) Amount This ACU " Total Amount Tbo”Date ‘

LRE W/O Legal - $0.00 $0.00 ' $0.00°
Pl e e $‘boo;'”” e T Ve e
Prrncrpal wio . o | $117,403532.27 ¢ ' $0.00 $117.403,532.27
- ' i $117403 532.27 $o oo? $117,403,532.27

Total W/O

| $12 403 532 27;
i $0.00!

$12 403 532 27~“'

;szotaI PCL Increases Slnce Inceptlon of Loan I ‘ o i i

PCL R $OOOz SRR $OOOr e e $ooo
?Total PCL Reversals Smce Inceptlon of Loan ' - - ' ' ) ‘V $t).00§
'ODWO Recoveries for thls Flscal Year - - $OOO I “$0.00 N - $OOO
‘Total ODWO Recoveries - s000! - $0.00 ‘ $0.00°
;Total ODWO Recoverles % of Total wio - - o S . 0.00%
Net PCL . I ‘ $12,403,532.27
x Adjustme'nt . o A - | S o $0.00 : e St
AL - T o - : ey S . 5000 _ $0.00

Pricing when transferred to SLAS:
First Lien.

L+250



ABR + 150

LCs 250

2nd Lien

L+600

ABR + 500

Covenant Breach: N

Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

the 1st lien debt in July 2014.

Security Shortfali: Y

Comments: See PCL calulation in Octobe 2012 ACU
E Loan Impairment: Y ! COB: N :
| Restriction on Sale of Debt: N ! Par Crossing: N j
EFT/ACH: N { PDS: N

i Non Lending Services: N

' Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

ZéComments: RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust :
whas taken over. larc.;est ist lien debt holders are u

RBC is aﬁent on 2nd lien. ReC N |

Agent: Y

: Include details such as identification of Agent and other pertinent information.

 Comments: RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the
’ 1st lien facility,



C.P. EXCEPTIONS: \GRRO01-01 : Single Name Credit Risk Limits - Corporates - Exposure | $33,749,353.03

PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING 1$0.00"
PRIVILEGES :
CIRO1 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS B $0.00°

Rationale:
Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the
exception.

GRR01-02 Delete as EC is $5.2MM, below the GRR01-02 $7.7MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting. The balance of the
2nd lien loan has been written-off, thus the GRR10 exception is being removed.




TAB 1



" SLAS ADVICE OF CREDIT UNDERTAKING —"

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/08/20
This ACU: 2014/10/02
Annual Review: No Referred to: Ray Chang
Final ACU: No Originating Business Unit: CM
RBC Director Involvement: Responsibility Transit: 8091 DIVERSIFIED CAN/
Change in ACU Review Date: Yes Review TORONTO
Date:2014/12/01 District: CORPORATE/RELATION
Change In Single Name Risk Rating: No BANKING
Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12
Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877,6
Change in Borrower BCC: No BRR when transferred to SLAS: 4
Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: Yes Date Re-classified Accrual:
AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date: 2012/10/10
Borrower in Bankruptcy or Receivership: No Date Put On Watchlist: 2007/09/05
Appointment of Advisors Yes .
Equity positions in Company No
Recommendation to sell loans? No
Is loan being restructured? No
GROUP NAME: No Group OWNERSHIP [BRR|OUTLOOK |BCC | Moody's S&P DBRS |
Senior Senior | Senior
SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; 5 Uncertain NA. - NR N.A.
Apex 30%
BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbtfl [N.A. NR N.A.
PRIMARY BUSINESS: Telecom & Media - SIC CODE: 2731
SINGLE NAME EXPOSURE Authorized When Prior Amount - © Current Amount Increase/(Decrease) ]
Transferred In from Last ACU .
Credit Risk: $204,517,412.16 $24,749,353.00 $24,749,353.03 $0.03
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,749,353.03
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00
Net Single Name Exposure: $34,749,353.03

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:
Adminstration ACU to extend the commitment date under the 1st lien credit facilty from October 5, 2014 to July 5, 2015.

Extend the ACU Review Date revised to 2014/12/01.

Update Forecast to reflect increase in DLI

PROPOSAL OUTLINE:
Nelson Education is in default under their credit agreement. The 1st lien debt was due and payable on July 5, 2014. We
previously extended the maturity date in CCMM to October 5, 2014 to allow time to get a better perspective of the various

time lines.

To maintain proper order and to avoid reported excess, we recommend extending the maturity date to July 5, 2015 (co-
terminus) with the 2nd lien debt.



As the first lien debt is fully drawn, the extension will not increase the banks exposure.

We recommend.

SELECTED ACCOUNT STRATEGY: Rehabilitate

While we have written-off our entire 2nd lien exposure, we continue to believe that there is a potential recovery given
sufficient runway. Qur strategy is simply to work with the company and 1st lien lenders to negotiate an extension of the ist
lien debt. This will require the 2nd lien debt to PIK its interest (or convert to equity) until the first lien is fully repaid.

ACTION DATES:
July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang

Title Sr. Manager SLAS V.P. SLAS

Group

Approval input by: Cheryl Chung on 2014/10/03

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

Fred Amelio - RBCCM Portfoliio Management. 30th Floor South Tower
James Parisi - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

| | | ATTACHMENTS

|

1) Nelson Exposure sheet October 2, 2014.xIs
2) Nelson TVM Calculation Oct 2014.xls




I ADMINISTRATION PAGE

I Single Name: NELSON EDUCATION LTD. l

EXIST. |EXIST. [$MM [Q4/14 |Q1/16 |[Q2M15 {Q3/15 |Q4/15 Q116 [Q2/16 |Q3/16 |Q4/16 |Full Year |Full Year
APP, 0O/S Q4/17 Q4/18
23.53 23.63 |GIL 23.58 23.00 22.61 22.13 21.65 21.17 20.70 20.22 19.75 “1 7.80 0.00
12.40 PCL 12.40 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
0.00 ACL 0.00] o000 o000] o0o00] o000| o000| o000] o000| 000 0.00]  0.00
117.40 %) 117401 117.40| 117.40| 117.40| 117.40{ 117.40} 117.40| 117.40| 117.40 117.40 117.40
0.58 |DLI ' N
Interest rate is the rate of the Segment with the largest expected loss at time of impairment. All-in Rate: 6.25000 ~ |
Currency that Provision is booked in or choose currency based on the largest impaired amounts: ~ Currency: USD  Board Rate: 1.09000
TVM ACL (CDN#$) is: 3.979  TVM ACL Foreign Currency is: 3.650

TVM - Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

. No interest on 2nd lien debt
. 1st lien term is 5-years

. 2nd lien term is 6-years

. Exchange Rate 1.09

AUTRARWN

. Only collect interest on 1st lien debt after March 2014)
. 1st lien debt Amortizes 0.25% per quarter

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL..

Prior Amount Amount This ACU Total Amount To Date
LRE W/O Legal $0.00 $0.00 $0.00
LRE W/O Other $0.00 $0.00 $0.00
Principal W/O $117,403,532.27 $0.00 $117,403,532.27
Total W/O $117,403,532.27 $0.00 $117,403,532.27
PCL Increase $12,403,532.27 $0.00 $12,403,532.27
Total PCL Increases Since Inception of Loan $0.00
PCL Reversal $0.00 $0.00 $0.00
Total PCL Reversals Since Inception of Loan $0.00
ODWO Recoveries for this Fiscal Year $0.00 $0.00 $0.00
Total ODWO Recoveries $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O 0.00%
Net PCL $12,403,532.27
FX Adjustment - $0.00
ACL $0.00 $0.00 $0.00

Pricing when transferred to SLAS:
First Lien.

L+250



ABR + 150

LCs 250

2nd Lien

L+600

ABR + 500

Covenant Breach: N

Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

the 1st lien debt in July 2014.

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: : N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.
Comments: RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust
whas taken over, Iar(I;est 1st lien debt holders are &

RBC is aient on 2nd lien. RBC | G ]

Agent: ‘ Y
Include details such as identification of Agent and other pertinent information.
Comments: - RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the

1st lien facility,




C.P. EXCEPTIONS:

Rationale:

GRR01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$33,749,353.03

PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES
CG04 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $500,000.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

CGO04 - Caused by establishment of LRE - Legal




TABJ



H

SLAS ADVICE OF CREDIT UNDERTAKING

Net Single Name Exposure:

$34,749,353.03

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:

Update
PROPOSAL OUTLINE:

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/10/02
This ACU: 2014/12/18
Annual Review: No Referred to: Ray Chang
Final ACU: No Originating Business Unit: CM
RBC Director Involvement: Responsibility Transit: 8091 DIVERSIFIED CAN{
Change in ACU Review Date: No Review TORONTO
Date:2014/12/01 District: CORPORATE/RELATION
Change in Single Name Risk Rating: No BANKING
Change in Single Name Outlook: No Date transferred to SLAS: 2012/10M2
Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877,6'
Change in Borrower BCC: No BRR when transferred to SLAS: 4
Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: No Date Re-classified Accrual:
AML - EDD - Is Enhanced Due Diligence required for this file? No Loss EventDate: -2012/10/10
Borrower in Bankruptcy or Receivership: No Date Put On Watchlist: 2007/09/05
. Appointment of Advisors No
Equity positions in Company No
Recommendation to sell loans? No
Is loan being restructured? No
GROUP NAME: No Group OWNERSHIP |BRR [OUTLOOK|BCC | Moody's S&P DBRS
Senior Senior | Senior
SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; 5 Uncertain N.A. NR N.A.
Apex 30%
BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbtfl |N.A. NR N.A.
PRIMARY BUSINESS: Telecom & Media SIC CODE: 2731
SINGLE NAME EXPOSURE Authorized When Prior Amount Current Amount Increase/(Decrease)
Transferred In from Last ACU .
Credit Risk: $204,517,412.16 $24,749,353.03 $24,749,353.03 $0.00
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,749,353.03
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00

Nelson Education is in default under their credit agreement. The 1st llen debt was due and payable on July 5, 2014.

Nelson has reported its 2nd quarter financial results. Their EBITDA seems to have stabilized. Nelson is not paying 2nd lien
interest nor 2nd lien financial and legal advisor costs.

The company has run a sales. They are negotiating with 2-parties that had LOI's in excess of the 1st lien debt. We have not
been advised as to the potential purchase amounts. While we view this as a plosive development, there are several hurdles

to over come.

1. The potential purchaser will need to be satisfied they can get an extension to the Cengage Operatihg Agreement;



2. Approval from the Heritage Minister;

3. A satisfactory agreement between Nelson, 1st lien lenders and 2nd line lenders.

SELECTED ACCOUNT STRATEGY: Rehabliltate

While we have written-off our entire 2nd lien exposure, we continue to believe that there is a potential recovery given
sufficient runway. Our strategy is simply to work with the company and 1st lien lenders to negotiate an extension of the 1st
lien debt. This will require the 2nd lien debt to PIK its interest (or convert to equity) until the first lien is fully repaid.

ACTION DATES:
July 5, 2015 - Current maturity of 2nd lien debt

| SIGNATURES:

Name  Les Vowell Ray Chang

Title Sr. Manager SLAS V.P. SLAS

Group

Approval input by: Giselle Ghafari on 2014/12/22

Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower

James Parisi - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

|| ATTACHMENTS

1) Compliance Nelso Sept 30 2014 Adjusted Senior Secured Leverage Ratio.pdf

2) exposure Dec 18 2014.xls

3) FEinancial MDA Nelson Sept 2014.pdf

4) Financials Neilson Sept 30 2014.pdf




ADMINISTRATION PAGE ,
Single Name: NELSON EDUCATION LTD. '

EXIST. [EXIST. ($MM {Q1/15 |Q2/15 |Q3/15 (Q4/15 (Q1/16 {Q2/16 Q3116 {Q4/16 |Q1/M17 |Full Year |Full Year
APP. o/s Q4/17 Q4/18
23.58 23.63 |GIL 23.51 23.03] 2255 22.07{ 21.89] 2112} 20.64| 20.17 19.70 18.29 0.00
0.00 PCL 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
" 0.00] ACL 000/ o000/ 000/ o000] o000] o000] o000] 000 000 0.00 0.00
117.40 WO 117.40| 117.40} 117.40{ 117.40| 117.40| 117.40| 117.40] 117.40| 117.40 117.40 117.40
0.58|DLI o
Interest rate is the rate of the Segment with the largest expected loss at time of impairment. All-in Rate: 6.25000
Currency that Provision is booked in or choose currency based on the largest impaired amounts:  Currency: USD Board Rate: 1.09000
TVM ACL (CDNS$) is: 3.758 TVM ACL Foreign Currency is: 3.448

TVM - Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).
. Only collect interest on 1st lien debt after March 2014)

. 1st lien debt Amortizes 0.25% per quarter

. No interest on 2nd lien debt

. 1st lien term is 5-years

. 2nd lien term is 6-years . N

. Exchange Rate 1.09

AU WN -

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loan (after write-off and applying DLI to

principle).
Assume 2nd lien interest ceasés'éftér March 31st payment date.

1st lien will not be repaid at maturit); and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount Amount This ACU Total Amount To Date
LRE W/O Legal $0.00 $0.00 $0.00
LRE W/O Other $0.00 $0.00 $0.00
Principal W/O $117,403,532.27 $0.00 $117,403,532.27
Total W/O $117,403,532.27 $0.00 $117,403,532.27
PCL Increase $0.00 $0.00 $0.00
Total PCL increases Since inception of Loan $0.00
PCL Reversal $0.00 $0.00 $0.00
Total PCL. Reversals Since Inception of Loan $0.00
ODWO Recoveries for this Fiscal Year $0.00 $0.00 $0.00
Total ODWO Recoveries $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O 0.00%
Net PCL $0.00
FX Adjustment o $0.00
ACL $0.00 $0.00 $0.00

Pricing when transferred to SLAS:
First Lien.

L+250



ABR + 150
LCs 250

2nd Lien

L+600
ABR + 500

Covenant Breach:

Comments:

Security Shortfall:
Comments:

N
7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of
the 1st lien debt in July 2014.

Y
See PCL calulation in Octobe 2012 ACU

Loan Impairment: Y COB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments:

Comments: RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust
e SEWE R e et e
RBC is aient on 2nd lien. RBC ($126.2MM); R
Agent: Y

Include details such as identification of Agent and other pertinent information.

RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the
1st lien facility,




C.P. EXCEPTIONS:

Rationale:

GRR01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$33,749,353.03

PG5-1-12: U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES
CG04: STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $500,000.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

CGO04 - Caused by establishment of LRE - Legal




TAB K



SLAS ADVICE OF CREDIT UNDERTAKING

il

Single Name: NELSON EDUCATION LTD. Last ACU: 2014/12/18
This ACU: 2015/04/15
Annual Review: Yes Referred to: Bruce Campbell
Final ACU: No Originating Business Unit: CM .
RBC Director Involvement: Responsibility Transit: 8091 DIVERSIFIED CAN/
Change in ACU Review Date: Yes Review TORONTO
Date:2015/08/31 District: CORPORATE/RELATION
Change in Single Name Risk Rating: No BANKING
Change in Single Name Outlook: No Date transferred to SLAS: 2012/10/12
Change in Borrower Risk Rating: No Authorized when transferred to SLAS ($): $204,517,4
Change in Borrower Outlook: No Outstanding when transferred to SLAS ($): $151,877,6'
Change in Borrower BCC: No BRR when transferred to SLAS: 4
Change in Account Strategy: Yes Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: Yes Date Re-classified Accrual:
AML - EDD - Is Enhanced Due Diligence required for this file? No Loss Event Date: 2012/10/10
Borrower in Bankruptcy or Receivership: No Date Put On Watchiist: 2007/09/05
Appointment of Advisors No
Equity positions in Company No
Recommendation to sell loans? No
Is loan being restructured? No
GROUP NAME: No Group OWNERSHIP |BRR |OUTLOOK |BCC | Moody's S&P DBRS
Senior Senior | Senior
SINGLE NAME: NELSON EDUCATION LTD. (858353360) OMERS 70%; 5 Uncertain N.A. NR N.A.
Apex 30% .
BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbtfl [N.A. NR N.A.
PRIMARY BUSINESS: Telecom & Media SIC CODE: 2731
SINGLE NAME EXPOSURE Authorized When Prior Amount Current Amount Increase/(Decrease)

Transferred In

from Last ACU

$24,749,353.03 $27,246,994.16

$2,497,641.13

Credit Risk: $204,517,412.16
Transaction Risk: $0.00 $0.00 $0.00 $0.00
Delegated Risk: RBCCM $10,000,000.00 Comments:
Insurance  $0.00
Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $37,246,994.16
Minus Mitigated Risk with limit relief $0.00 Comments:
Minus Underwriting Risk $0.00

Net Single Name Exposure:

$37,246,994.16

Please see Exposure Sheet attached for further details.

REASONS FOR SUBMISSION:

- Annual Review: ACU Review Date revised to 2015/08/31

- Board rate changed from 1.09 to 1.20 (increasing C$ equivalent exposure)

- Up date forecast and to reflect PCL and board rate change.

- Recommend PCL of US$4,000,000 (C$ equivalent of $4,800,000)

- Establish PCL and write-off LRE. US$373,638.60 (C$448,366.32)

- Update financial analysis section.



- Change in Account Strategy (from Rehabilitate to Realize)
Increase PCL Amount: $4,800,000.00

Increase PCL LRE: $448,366.32

Legal Write-off Amount: $448,366.32

PROPOSAL OUTLINE:
Background

Nelson Education is in default under their credit agreement. The 1st lien debt was due and payable on July 5, 2014. Nelson
Is not paying 2nd lien interest or 2nd lien financial and legal advisor costs. Reservation of Rights and Notice of Default

letters have been sent to Nelson.

The company had run a sales process during the fall of 2014. We were told the sales process went to a 2nd round. The
remaining 2-parties had apparently submitted LOI's in excess of the 1st lien debt. We have not been advised as to the

potential purchase amounts.

Subsequent to the submission of the LOI's, the Canadian dollar decreased in value. The actual exchange rate has decreased
to 1.25 from 1.10 late in 2014. As Nelson reports income in Canadian dollars and the debt is denominated in US$, this
effectively reduced the enterprise value by $40MM. We have been advised that both interested parties have dropped out.

At this point in time, we are assuming the 1st lien will move forward with their Plan Support Agreement that will see the 1st
lien debt take control of the company via a CCAA or a CBCA if a deal can be negotiated between the 1st and 2nd lien debt.

-The first-lien-has-not-contacted-RBC-as-agent for-the-2nd-lien.-Further,-our-counsel-has.reached-out-to-Wilkie-Farr-(lst-lien-—mmmomoe

counsel); our financial advisors (CDG) have reached out the Alex Partners (advisors to 1st lien); and counsel has reached
out Goodmans; all to no avail..

RBC as 2nd lien debt holder has not agreed to the plan support agreement. We continue to look for out-of-the-money
warrants that will provide a recovery once the 1st lien has a full recovery.

Our only contact has been with the company who continue to try to broker a deal, rather than go through CCAA. The 1st
lien has not responded to their proposals. Under terms of the mter-credltor agreement, the 2nd lien lenders are prohibited

from taking pro-active action.

Financial

Nelson has published their 3rd quarter results as at December 3ls£ (year-end is March 31st). Their revenue and EBITDA
have stabilized. Unfortunately, there still is no recovery anticipated in the K-12 business. The financial analysis section has
been updated for the Q3 results. The 2014 audited statements, Q3 2015 financial statements and compliance certificate are

attached.

Higher education revenue for the first 3-quarters of fiscal 2015 was $82.5MM, up $2.2MM from $80 3MM the previous year.
K-12 revenue was $29.6MM, down $1.0MM from the previous year.

Enterprise Value

We are recommending PCL be taking on the 1st lien debt. The provision is not a reflection of a deteriorating in the Nelson's
financial performance, but rather the sharp reduction in the Canadian / US Dollar exchange rate. It is this decrease that is

driving the provision number.

Enterprise Value

The Enterprise Value is driven by 3-metrics: Debt trading levels, DCF, and comparable EBITDA multiples. The potential
shortfall against the 1st lien debt ranged from a low of $3.0MM (PCL of $1.7MM after netting DLI) to a high of $6.8MM (PCL
of $5.5MM after netting DLI). The calculations are attached. The average expected loss is $4.9MM ($3.6MM after DLI). To
be conservative and given our lack viability into the process, we are rounding this up to US$4MMM ($4.8MM).

The PCL is based on estimated enterprise vaiue (the sum of debt and equity). The big unknown is the magnitude of the debt
to equity conversion. Subject to the objectives of the majority holders, a significant percentage of the debt could be
converted to equity. Thus there is the real potential of higher PCL in Q3 /Q4 once this in known.

DEBT TRADING LEVELS

Neither the 1st lien nor 2nd lien debt has traded in several months. We used indication levels provided by the trading desks
at RBC and Credit Suisse. RBC s indication level for the 1st lien debt was 77.7 and CS was 82.5. We averaged the two to



arrive at a trading level of $0.80. We have not seen the 2nd lien trade or any indication levels. We have assigned a notional
value of $0.01. The debt trading levels imply a value of $212MM. As total 1st lien debt is $263MM, there is a $51MM

shortfall (RBC share $4.3MM).

DISCOUNTED CASH FLOW

We have assumed a base EBITDA of C$42MM (as per last compliance certificate). This is translated into US$ equivalent
using the RBC board rate of 1.2. EBITDA in future years is based on the company's business plan provided to lenders in the
spring 2014, We have not received an updated model since.

The DCF implies a value of $230MM. Less the 1st lien debt there is a $33MM deficit (RBC share $2.9MM).

EBITDA MULTIPLES

Of the 3-metrics, this is the most uncertain. Most of the major competitors have gone through bankruptcy and are owned
by the lenders. Multiples rang from a low of 4-times to a high of 7-times. We have chosen a 5-times multiple as the
company continues to perform on a consistent basis, not exceeding or falling below expectation. The implied enterprise

value is $175MM, implying a $88MM deficit (RBC share $7.4MM).

Triggers

An upgrade in BRR / reduced provisions would be considered with the strengthening of the Canadi‘an dollar; material
improvement to the K-12 division; or a favourable restructuring outcome. Given the failure of the sales process; the lack of
communication between the 1st lien and the 2nd lien; and the high probability of a CCAA filing within the next several

months, this is a low probability.

An increase in the PCL would be considered if the restructuring is significantly worse than anticipated (i.e. a debt for equity
exchange that see total debt reduced below $200MM).

AVAILABLE STRATEGIES:
While we were unsuccessful in splling down the 2nd lien debt, we did meet our objective to cancel the revolver.

We had maintained a constructive working relationship with the sponsor and company. The sponsor (Apex) is no longer on
the board of directors. The 1st steering committee had not been constructure or responsive to date.

1st lien lenders are moving forward to force a CCAA and an asset sale.

SELECTED ACCOUNT STRATEGY: Realize
While we have written-off our entire 2nd lien exposure, we had continued to believe that there is a potential recovery given
sufficient runway. Our strategy was to work with the company and 1st lien lenders to negotiate an extension of the 1st lien

debt.

It is clear that the company will go through a CCAA procedure that will result with the lenders converting some of thelr debt
to equity and realize on the security.

RATIONALE FOR RECOMMENDATION FOR SELECTED STRATEGY:
Lost Involuntary, Realized; or remarket are not viable strategies at this time. Our sole course of action is to extend the
maturity date of the 1st and 2nd lien debt to provide Nelson sufficient time to increase EBITDA and improve its ability to

refinance its debt.

ACTION DATES:
July 5, 2015 - Current maturity of 2nd lien debt

SIGNATURES:

Name Les Vowell Ray Chang Bruce Campbell
Title Sr. Manager SLAS V.P. SLAS S.V.P. GRM
Group

Approval Input by: Cheryl Chung on 2015/04/16




Distribution List:

Chris Abe - Managing Director RBCCM 30th Floor, South Tower
James Parisi - RBCCM Portfoliio Management. 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
Willian Caggiano - Managing Director, 12th Floor, 3 WFC.

|| ATTACHMENTS

2) Mar 31,

1) Exposure April 14 2015.xlIs
2014 - Audited Financial Statements[1].pdf

3) Nelson EV April 2015.xls

4) Q3 2015 - Financials[11.pdf

5) Q3 2015 Compliance.pdf

6) TVM Calculation Nelson March 2015.xlsb




PCL REQUEST AND RATIONALE l
Single Name: NELSON EDUCATION LTD. l

STRATEGY TIME FRAME FOR FACILITIES:
July 2013 - maturity of the RC. Company should have sufficient liquidity to manage without the RC,

July 2014 - Maturity of the 1st lien term loan. This is the critical date as the 2nd lien must be addressed at this point (Fiscal
Q3 2013 for RBC). It is at this point in time the ultimate loss will be known. Forecast indicates no financial covenant
breaches up to the maturity of the 1st lien debt. Therefore our time frame is 7-quarters up to July 2014.

July 2015 - 2nd lien matures

Loan Balance: 26,646,994.16

Less ACL.: 4,800,000.00

Less DLI: 1,531,153.98

Net Outstanding Loans to be recovered: 20,315,840.18

Accrued but uncollected Interest up to day loan classified impaired: 1,970,500.00
Unamortized loan fees and costs: 0.00

Unamortized premiums or discounts on acquisition: 0.00

METHODOLOGY CONSIDERED TO ESTABLISH THE REALIZABLE VALUE OF LOAN (ESTIMATED):
We have fully written off the 2nd lien debt.

The methodology used is the average expected loss using DCF, Debt trading levels, and comparable EBITDA multiples
covering our 1st lien exposure.

~ Fair value of Security (underlying loans)
Assets have negligable value. Total Assets are C$262MM or which C$145MM are intangible assets. The balance of the
C$117MM in assets are PP&E (C$18MM) and working capital (C$66MM). g

This was and is a cash flow loan. Based on market compariables, estimated enterprise values range from US$175MM to
US$229MM (C$210MM to C$275MM). With the devaluation of the Canadain dollar, the US$263MM 1st lien debt has a C$
equivalent of C$328MM, less than the highest valuation range.

- Market Price for loans (Observable)
First lien : We have not seen the 1st lien debt trade, but have been advised it should be in the $0.80. As we are no longer
1st lien agent we don't see the trades. At $0.80, this implies a shortfall of $51MM (RBC's share US$4.3MM / C$5.16MM)

2nd Lien has not traded in 2-years.

- Discounted Expected Future Cash Flows (to determine Net Present Value)
DCF estimates Enterprise value at US$230MM. This implies a shortfall of US$33.3MM (RBC share is US$2.9MM / C$3.5MM
equivalent)

OTHER METHODS BASED ON MANAGEMENT JUDGEMENT:

EBITDA Multiple: Of the 3-metrics, this is the most uncertain. Most of the major competitors have gone through bankruptcy
and are owned by the lenders. Multiples rang from a low of 4-times to a high of 7-times. We have chosen a 5-times multiple
as the company continues to perform on a consistent basis, not exceeding or falling below expectation. The implied
enterprise value is US$175MM, implying a US$88MM deficit (RBC share US$7.4MM / C$ equivalent 8.9MM).

RATIONALE FOR METHODOLOGY SELECTED:
All 3-approaches indicate PCL for the 1st lien. The average expected loss is US$$4.8MM, less $1.3MM in DLI resulting in a
net loss of US$3.6MM. We have rounded up to US$4MM given lack of viability with respect to the 1st lien committee's

strategy.
The US$4MM is C$4.8MM.

DISCOUNT RATE USED FOR CASH FLOWS IF THIS METHODOL.OGY IS SELECTED: .
Discount Rate is 12.43%. See calculation in attached spread sheet.



PCL CALCULATION FOR AMOUNT REQUIRED (CDNS$): 4,800,000.00
Are all relevant worksheets attached? (E.G. DCF Analysis, PCL Calculations) Yes




l ADMINISTRATION PAGE l
' Single Name: NELSON EDUCATION LTD.

EXIST. |EXIST. [$MM |Q2/15 |Q3/15 |Q4/15 |Q1/16 |Q2/16 |Q3/116 |Q4/16 |Q117 Q217  |Full Year  |Full Year
APP.  |O/S Q4/17 Q4/18
2351| 2556|GIL | 2512| 24.65| 24.18| 23.72| 23.25| 22.78] 22.32| 21.85] 21.39]  20.92 0.00
T 0.00 PcL | 525 525| 525 o000 o000] o000] o000] o000 o000  000] 000
" 0.00 ACL | 4.80| 480| 480 480 480] 480| 480 480| 480 4.80 0.00
117.40 WO | 117.85] 117.85| 117.85] 117.85| 117.85| 117.85| 117.85| 117.85| 117.85| 117.85]|  122.65
I 1.53 [DLI o ‘
Interest rate is the rate of the Segment with the largest expected loss at time of |mpa|rment Ali-in Rate: 6.25000 T
Currency that Provision is booked in or choose currency based on the largest Impaired amounts: Currency USD Board Rate 1 20000
TVM ACL (CDNS$) is: 3.019 TVM ACL Forelgn Currency is: 2.516 T R

TVM - Interest Rate - Rationale:

State reasoning behind your determination of selecting the largest expected loss at time of impairment (and hence the interest rate used).

. No interest on 2nd lien debt
. 1st lien term is 5-years

. 2nd lien term is 6-years

. Exchange Rate 1.20

NOUT D WN e

. Only collect interest on 1st lien debt after March 2014)
. 1st lien debt Amortizes 0.25% per quarter

. DLI as at march 10th is US$1.580MM (C$1.98MM)

TVM - Rationale for TVM Assumption (Cash Flow Forecasts):
RBC exposure consists of $22.7MM 1st lien term loan and $11.7MM 2nd lien term loah (after write-off and applying DLI to

principle).

Assume 2nd lien interest ceases after March 31st payment date.

1st Hen will not be repaid at maturity and will be extended as part of a longer term restructuring.

PCL/ACL contains $0.00MM in PCL relating to L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prjor Amount Amount This ACU Total Amount To Date |
LRE W/O Legal $0.00 $448,366.32 $448,366.32
LRE W/O Other $0.00 $0.00 $0.00
Principal W/O B $117,403,532.27 - $0.00] $117,403,532.27
Total W/O $117,403,532.27 $448,366.32 $117,851,898.59
PCL Increase $0.00 $5,248,366.32 © $5,248,366.32
Total PCL Increases Since Inception of Loan o $0.00
PCL Reversal $0.00 $0.00 $0.00
Total PCL Reversals Since Inception of Loan $0.00
ODWO Recoveries for this Fiscal Year $0.00 $0.00 $0.00
Total ODWO Recoveries $0.00 $0.00 $0.00
Total ODWO Recoveries % of Total W/O 0.00%
Net PCL - i T $5,248,366.32
FX Adjustment $0.00 o
ACL $0.00]  $4,800,000.00 $4,800,000.00

Pricing when transferred to SLAS:
First Lien.




L+250

ABR + 150

LCs 250

2nd Lien

L+600

ABR + 500

Covenant Breach: N

Comments: 7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

the 1st lien debt in July 2014.

Security Shortfall: Y

Comments: See PCL calulation in Octobe 2012 ACU
Loan Impairment: Y coB: N
Restriction on Sale of Debt: N Par Crossing: N
EFT/ACH: N PDS: N
Non Lending Services: N
Syndication: Y

Include details of RBC's share, participation details of other lenders, identification of Agent and other pertinent details.

Comments: RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust
whas taken over. Iariest ist lien debt holders are ﬁ
RBC is aient on 2nd lien. RBC e

Agent: Y

Include details such as identification of Agent and other pertinent information.
Comments: RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the

1st lien facility,




C.P. EXCEPTIONS:

Rationale:

GRRO01-01 : Single Name Credit Risk Limits - Corporates - Exposure

$36,246,994.16

PG5-1-12 : U.S. DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING $0.00
PRIVILEGES
CG04 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $500,000.00

Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the amount of the

exception.

CGO04 - Caused by establishment of LRE ~ Legal




Regulatory and BASEL Il compliance - Have the following been reviewed?
Single Name: NELSON EDUCATION LTD.

FACT(BRR) Yes
CED Yes
FMD Yes
1C/U (Committed/Uncommitted) Yes
LIED Code Yes
BCC Yes
GBRR Yes
CP Exceptions Yes
SIC Yes
Holdco SIC Yes
BSC Yes
If Equity held was valuation updated. No
Is collateral evaluated and documented as per OSFI No
requirements?
Have you completed all applicable and relevant mandatory Yes

sections of the ACU at the annual review eg financials, security

etc?

10






__Nelson Education - Summary of Valuations .|

Methodology Valuation
Debt Trading Levels . $ 212,000
Discounted Cash Flow Analysi $ 229,619
Enterprise Value - Mean Multiple $ 175,000
Average of the 3- Methodolgies $ 205,540
Total 1st Lien Debt $ 263,000

1st lien Shortfall: .~~~ -

Debt Trading Levels
Discounted Cash Flow Analysis
Enterprise Value - Mean Multiple

Average of the 3- Methodolgies

5 4H N P

(51,000)
(33,381)
(88,000)

(57,460)

Rz 3 H P

(4,306)
(2,818)
(7,430)

(4,851)



2014
2015
2016
2017
2018
2019
2020

Nelson Education - Discounted Cash Flow .

EBITDA (C$) EBITDA (US$) 1st Interest
Expense

42,000 35,000 11,000
43,705 36,421 8,800
46,420 38,683 6,600
48,931 40,776 4,400
51,419 42,849 2,200
52,786 43,988 -

Cost of capital

Debt 110,000 7.00%
Equity 107,350 18.00%
Enterprise Value 217,350 12.43%
Less: 1st lien Debt 320,400
Plus: Cash . 15,000
Available to 2nd Lien (88,050)
Exchange Rate 120 A1
Debt .
1st Lien
110,000
@ 10.00%
1 110,000
2 88,000
3 66,000
4 44,000
5 22,000

Capex

10,000
10,000
10,000
10,000
10,000
10,000

7,700
19,323

27,023

Net Cash
Flow

14,000
17,621
22,083
26,376
30,649
33,988

Debt
Amortization

22,000
22,000
22,000
22,000
22,000

Net

Cash

(8,000)
(4,379)
83
4,376
8,649
222,812

Implied Equity

NPV

(7,115)
(3,464)
59
2,738
4,814
110,301

107,332



EBITDA (US$)

35,000
36,421
38,683
40,776
42,849
43,988

NPV )
Less: 1st lien Debt

Enterprise Value

. Nelson Education ~ Discounted Cash Flow

Capex

11,000
8,800
6,600
4,400
2,200

229,619
263,000

(33,381)

Net Cash
Flow

24,000
27,621
32,083
36,376
40,649
43,988

Debt -
Amortization

22,000
22,000
22,000
22,000
22,000

Terminal
Value

353,805

NPV

Net
Cash

2,000
5,621
10,083
14,376
18.649
397,793

NPV

1,779
4,446
7,095
8,996
10,380
196,923

229,619



Nelson Educatio

High Mean Low
EBITDA (US$) 35,000 35,000 35,000
Mulitple * 7 5 4
Enterprise Value 245,000 175,000 140,000




Security Amount Price* Value
1st Lien 263,000 80.00% 210,400
2nd Lien 160,000 - 1.00% 1,600
212,000
Less: 1st Lien Debt 263,000
Value to Note Holders (51,000)

*avg. of bid / ask



TAB 2



- Establish LRE! Legal $500,000_

- Financial update
jPROPQSAL OUTLINE:
LRE

| v . SLAS ADVICE OF GREDIT UNDERTAKING B
Single Name: NELSON EDUCATION LTD. Last ACU:; 2014/07/09
) This ACU: 2044/08/20
Annual Review: No Referred lo: Ray Chang
Final ACU: No Originating Business Unit: cM
RBC Director involvement: Responsibility Transit: - 8091 DIVERSIFIED CANADA
Change in AGU Review Date: No Review TORONTO
Date:2014/09/01 District: GCORPORATE/RELATIONSHIP
Change in Single Name Risk Rating: No ' : o BANKING
Change in Single Name Outlook: No Date transferred to SLAS: v 201211012
Change in Borrower Risk Rating: No Authorized when transferred {o SLAS ($): $204,617 412.18
Change In Borrower Outlook: No Outstanding when transferred to SLAS (§): $151,877,618.91
Change in Borrower BCGC: No BRR when transferred to SLAS: 4
Change in Account Strategy: No Date Classified Non-Accrual: 2012/10/10
Change in Credit Policy Exception: Yes Date Re-classified Accruak
AML - EDD - Is Enhanced Due Diligence required for this fils? No Loss Event Date: 2012/1010
Borrower in Bankruptey of Recelvership: No Date Put On Watchlist: 2007/09/05
Appointment of Advisors Yes
Equity positions in Company No
Recommendation to sell loans? No
No
ROUP NAME:NoGrowp . . . . .. .| OWNER ,. BRR | OUTLOOK | BCG |
{SINGLE NAME: NELSON EDUCATION LD, (858353360)  |OMERS 70%; Apex 30% 5 Uncertain |
BORROWER: NELSON EDUCATION LTD. (858353360) 5 Stable Dbt
'PRIMARY BUSINESS: Telecom & Medla SIC CODE; 2731 B
SINGLE NAWE EXPOSURE | Authorized Whon Es;i.-“;(“moum " Gurront Amount | incroasei{Dasroase]
: e ‘[‘fﬁnsferred In from Last ACU _ L
iCreditRisk: $204,517.412.16|  $24,204,363,03 §24,749.353.00]  $644,990.07
e R“{ik e T A $Q.Oof . Sl Aidaviniioid S et S
Delegated Risk; RBCCM $10,000,000.00 Comments;
Insurance  $0.00
: : " Other $0.00
RBC Dexia 50% P.A. & C. $0.00
Total Single Name Exposure: $34,749,353.00
Minus Mitigated Risk with imlt relief $0.00 - Comments:
Minus Underwriting Risk $0.00
Net Single Name Exposuro; $34,749,353.00 g}}{gpnB%T NQ . , .. ,.;.../ s
‘ SXAM OF Ll Mo Zod
Ploase soe Exposure Sheet aftached for further detalls. EXA <
| , | e Qe S 2ol ..
L}ﬁ“‘ii&-’uNJ ‘”“/ =T L é//éé’/"{"
REASONS FOR SUBMISSION: HED ORTER Lisc Lgerper L .

ASAP REPORTING SERVICES INC. |

A negotiation between the 1st llen debt and 2nd lien has been a frustration and unsuccessful progress, The gap between our
positions has been widening over the last 3-months as the 1st lien have taken an Increasing more aggressive stance,

In our fast communication, we had proposed a structure whereby the 1st len would get 7% Interest; a 5% PIK fee; and the
2nd flen would convert its debt into equity warrants. Once the 1st llen was repaid in full {principal, interest and fees), the
2nd lien would share in the upside on a 60% / 40% spiit with the first. A Copy of our proposal Is attached, .

The 1st lien responded with a 5% take it or leave proposition, Based on our optimistic assumptions, this would amount to



$1 to $3MM in recoveries to the ist Hen assuming the 1st lien: did not extract higher interest rates and fees on the company
once they had full ownership and controt.

Attached is an expected recovery worksheet, Subject to the EBITDA multiple and tﬁa number of years to an eventual sale;
our analysis shows a potential recoveruy to the 2nd lien (once 1st fien recovers 100% of their principal, interest and fees)
from a low of $4.3MM (6-times EBITDA, 2016 sale) to a high of $77.6MM (7-times multiple, 2015 sale).

We are recomnmending LRE of $500,000 to defend our position in a bankruptcy and hopeful be able to negotiate a more
reasonable settlement.
Financial Update

Nelson Education has changed its year-end from June 30th to March 31st. This has made it more difficult to compare results
to previous years:

- The March 31st audited statements were for 9-months;

~ There was not a push to close sales by June 30th as it 'was no konger a fiscal year-end;

~ The month of July YOY results were up significantly due to timing differences as sales normally closed in June were closed
in July.

Adjusting for the above, we have calculated the July LTM results with the following observations:

1. EBITDA (as defined by the loan agreement) has decreased from $50MM as af June 30, 2013 to $43MM as at June 30,
2014;

2. The July LTM EBITDA number will be higher as July 2014 EBITDA of $8.8MM is $4.3MM higher that the $4.5MM in 2013,
Given tha shift in sales to July from June (described above); the YOY gap is more than halved.

3. Sales declines seem to have stabilized. The decreasing to flat sales has been partially offset by reductions in SG&A costs.
4. The company wrote-off $83MM of Intangible assets over the fast 12-months; and

5. The leverage ratios are some what volatile as the debt is denominated in Ub dollars while the company’s earnings are in
Canadian dollars.

6. As a result of the drop in EBITDA (especially in June 2014 due to the shift of sales to July) combined with the
depreciation of the Canadian dollar resufted in a senior leverage ratio in excess of 7.5 times, above the 7-times covenant.

Bankruptcy Strategy

The 1st lien stated objective is no recovery to the 2nd lien. They further said they would rather pay $10-$15MM to their
advisors than have the 2nd lien have any recovery after the 1st lien is repaid.

1. Do not defend our position ~ Not recommended as 2nd llen agent and largest lender, there is significant upside to protect,

2. Vigorously defend to hopefully be in a position to encourage consensual agreement that would see some recovery to the )
2nd lien after the 1st lien has a full recovery.

We recomnend.

SELECTED ACCOUNT STRATEGY: Rehabilitate

While we have written-off our entire 2nd lien exposure, we continue to believe that there is a potential recovery given
sufficient runway. Our strategy is simply to work with the company and 1st Hlen lenders to negotiate an extension of the 1st -
lien debt. This will require the 2nd lien debt to PIK its interest (or convert to equity) untit the first fien s fully repald.

ACTION DATES:
Jubly 5, 2015 - Current maturity of 2nd lien debt -

 SIGNATURES:

Name  Les Vowel Ray Chang

Title Sr. Manager SLAS V.P. BLAS

| Group

Approval input by: : ., Giselle Ghafari on 2014/08/25 " -
Distribution List:




Chris Abe - Managing Director RBCCM 30th Floor, South Tower
Fred Amelio ~ RBCCM Portfolilo Management. 30th Floor South Tower
James Parlsf - RBCCM Portfoliio Management, 30th Floor South Tower
Rachel Stevens - Managing Director & VP GRM, 7th Floor South Tower
willian Cagglano - Managing Director, 12th Floor, 3 WFC, :

]f' ' ATTACHMENTS

1) Exposure August 22, 2014,xis

2) Nelson ~ Key Terms of Second Lien Restructuring Proposal.pdf

,,,,,,,

3) Nelson Structure Sceparios 7-28-2014v9.xlsx



ADMiNISTRATiON PAGE

EXIST. | Qa4

Q25

EXIST. §$M§\ﬂ Qirs Q3/1s QU16 [Q216 Q36 Q416 Full Year Full Year

APP. OIS o : 3 Q417 Q48
2402 LG 2353| 23.06| 2267 2208, 21611 2113] 2086, 2018] 10.71]  1783] 0001
40, PCL | 1240| 0.00] 000' 000 000, 000, 000 -0.00; 000 0.00 0.00}

0.00 ACL 000 000/ 000; 000/ 000, 000 000 000, 000 " 0.00 0.00
11740 WO | 117.40] 117.40| 117.40, 11740 11740, 11740, 11740% 117.40] 117401 117.40]  117.40
| oasipul g

_Enterest rate IS the rate of tho Segment with thc !argesi expcctcd joss at tame of 1mpatrmcnt Alkin Rate B 25000

ETVM ACL (CDN$} is: 3.976

: urrency that Prowsmn is bookcd m or chcase currency based ot the iarg@si lnga;red amounts

TVM ACL Foreign Currency is: 3.648

Currency: USD  Board Rate 1 ogeeo

TVM - Interest Rate - Rationale;

State reasoning behind your detarmination of selecting the larges! expected loss at time of impairment (and hence the interest rate used).

1. Only collect interest on 1st lien debt after March 2014)

A

3. No interest on 2nd lien debt
4. 1st lien term is S-years

5. 2nd lien term is 6-years

6. Exchange Rate 1.09

2. 1st en debt Amortizes 0.25% per qus tter

TVM - Rationale for TVM Assumption (Cash Flow Forecastsy
RBC exposure consists of $22.7MM Lst lien term loan and $11.7MM 2nd lien term loan (after write-~off and applying DU to

principle}.

Assume 2nd lien interest ceases after March 3lst payment date.

1st lien will not be repaid at maturity and will be extended as part of a longer term restructuvring.

PCLIACL contains $0.00MM in PCL refating lo L/Cs which are expected to be drawn in 0.00 year(s) and $0.00MM designated GIL.

Prior Amount

Amount This ACU

Total Amount To Date

$0.00 |

'LRE W/O Other

$0. 00!

!

$117, 403 532, 27 2

‘Principal WIO © o $117,403,532.27

Total W/O T $117.403,532.27 $117,403,532.27
PCLIncrease T T $12.403,532.07 $12,403,53227
;Total PCL Increases Since inception of Loan ? - ‘ $0. 00
'PCL Reversal $0.00 $0.00 50.00/
‘Total PCL Reversals Since Inception of Loan T §0.¢ 00
ODWO Recoverios for this Fiscal Year i ~000; B $0.00 $0.00'
“Total ODWO Recoveries 3000 $0.00 | 50.00
“Total ODWO Recoveries % of Total WO | ' 0.00%
‘Net PCL ' $12,403,532.27 |
FX Adjustment , $0.00 o
ACL ! $0.00 | $0.00 B gp.oo;

Pricing when transferred to SLAS:
First Lien.

L+250



ABR + 150
LCs 250

2nd Lien

L+600
ABR + 500

Covenant Breach:

N N
7-times Sr. debt to gross EBITDA leverage unlikely to be breached prior to the maturity of

Commenis:
the 1st lien debt in July 2014.
Security Shortfall: Y
Comments: See PCL calulation in Octobe 2012 ACU
!Loanlmpaifment: Y ) COB; TN g

Restiction on Sale of Debt: N Par Crossing: . N
EFT/ACH: N PDS: N ;
Non Lending:Services: N - :
Synéicaﬁom . Y

 Comments:

jnclude details of RBC's share, participation details of other lenders, ldentification of Agent and o{her pertinent details.

RBC was agent on $287MM 1st lien debt (we have resigned and Willmington Trust
whas taken over, largest ist lien debt holders are u
RBC Is aient on 2nd lien, REC I

Agent

i Comments:

Include details such as idenlification of Agent and other pertinent information,

Y

RBC is agent the 2nd lien loan. Until January 9, 2014 we were also agent on the
1st llen facility, ’




C.P. EXCEPTIONS: IGRRO1-01 S r{gte Name Credit Risk Limits - Corporates - Exposufe » §$33,749,353i
PG5-1-12 1 U8, DOLLAR CURRENT ACCOUNTS WITH PAR CROSSING . 50.00
PRIVILEGES ; ;

'CIR01 : STRUCTURAL SUBORDINATION - CORPORATE BORROWERS $0.00

Rationale:
Note: The CPE exceptions were in place prior to the transfer into SLAS. The downgrade in BRR increased the arnount of the

exception. :
GRRO1-02 Delete as EC is $5.2MM, below the GRRO1-02 $7.7MM max.

GRR10 - Security for the 2nd lien ranks behind the first lien term loan. This was a hung-underwriting. The balance of the
2ndt lien loan has been writter-off, thus the GRR10 exception is being removed.
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Barristers & Soliciters

Bay Adelaids Centre
333 Bay Street, Suite 3400
Toronto, Ontario M5H 287

Groodmans

. - - Telephone: 416.979.2211
Facsimile: 416,979.1234
BT NO 3 goodmans.ca
iiAM OF L 75 UO ) C’f«( f Direct Line: 416,.597.4285
' rehadwick@goodmans.ca
September 19, 2014 DATE __ A JS 5 205

REPORTER %a__ La. cbeset
ASAP REPORTING SERVICES ING.

Via Email

Andrew V. Tenzet
Paul Hastings LLP
75 Rast 55 Street
New Yoik, NY 10022

Re: Nelson Education Ltd, (“Nelson” or the “Company®”)

Dear Sits,

We acknowledge receipt of your lettet dated September 16, 2014, and our response is set out below.
Any capitalized terms set forth but not defined herein have the meanings ascribed to such terms in

your letter dated September 16, 2014,

Certain of the questions in your letter suggest that your client may not have received the full set of
materials relating to the Company’s proposed transaction announced on September 10, 2014 (the
“Transaction”), Accotdingly, enclosed with this letter please find a copy of the Company’s term
sheet dated September 10, 2014, a copy of the first lien support agreement dated September 10, 2014
(the “Support Agreecment”), and a copy of the Company’s ptesentation relating to the Transaction
dated September 10, 2014, These matetials are being provided to you and your client on a
confidential basis.

As you are aware, the maturity date under the First Lien Credit Agreement was July 3, 2014, and the
Company did not have the ability to repay the outstanding obligations under the First Lien Credit
Agreement at maturity. The Company has been engaged in discussions with its lenders since June
2013 to address its obligations undet its ctedit facilities and advanced many different transaction
structures and options, including, among others, the Company’s proposed transaction announced on
July 7, 2014 (the “July 7 Transaction”). None of the Company’s proposed transaction structures,
including the July 7 Fransaotlon, received the support of the Company’s lenders; and the Company
continued to engage in ongoing discussions and negotiations with its lenders, including yout client,
with the goal of achieving a consensual resdutlon '

Prior {o announcing the Transaction on September 10, 2014, the Company had rcvwwcd and
considered numerous various options and alteinatives and considered the interests of the Company
and its stakeholders. The Company believes that the T'ransaction announced on September 10, 2014
is in the best interests of the Company as the Transaction, among othet things, protects value,
provides stability for the Nelson business, including its employees, customers, lenders and other key
stakeholders, preserves the ptiotity waterfall among the Company s lenders, and includes a
comprehensive and open sale process to identify potential sale transactions,



The Company believes that the early consent consideration to be provided to those First Lien
Lenders under the Company’s First Lien Credit Agreement who consent to the Transaction and
execute the Support Agreement on or ptior to the September 25, 2014 early consent date is within
market norms for a transaction of this nature and does not violate the Intercreditor Agreement. The
Support Agreement provides that only those First Lien Lenders who execute the Suppoﬁ Agreement,
or a Joinder Agreement in the form attached to the Support Agreement, prior to 5:00 p.m. on
September 25, 2014 will be entitled to receive the early consent consideration. Any First Lien

Lenders who do not execute the Support Agreement, or a Joinder Agreement in the form attached to
the Support Agreement, prior to 5:00 p.m. on September 25, 2014 will not be entitled to receive the
early consent consideration.

The Sale Process in connection with the Transaction has been structured to explore all possible sale

and investment alternatives that may be available to the Company in a fair and open process. The
Company believes that the Sale Process is fair and appropriate in the circumstances. The
Company’s intention is to seek the Second Lien Lenders’ support for any potential transaction
resulting from the Sale Process based on the results and facts at the appropriate time.

The Company has worked with RBC and its advisors cooperatively to advance a consensual solution
that could be accepted by the partics. The Second Lien Agent has a significant amount of
information relating to the Company as well as its refinancing efforts. The Company- has also paid
the Second Lien Agent’s advisors’ fees and expenses in a significant amount since March 2013.

The Company has until mid-November 2014 to determine a process for implementing the
Transaction, and the Company intends to continue to work cooperatively with the Second Lien
Agent and seek its views with respect to any such process. If the Comp'my does not obtain the
support of the Second Lien Agent for such a process, the Company may require a court process to
implement the Fransactxon

We disagree with the characterization of the September 2, 2014 meeting among the Company’s
representatives and advisors and the Second Lien Agents’ representatives and advisors in your letter
of September 16, 2014 and believe certain statements in your letter are factually incorrect.

At the September 2, 2014 meeting, the Company’s CEO, financial advisors and counsel were all in
attendance, and at a pre-arranged time at the meeting, they conducted discussions with one of the
board members of the Company, as communicated to-you at the meeting. Following the Septcmber
2, 2014 meeting, we followed up with you on September 3, 2014 asking whether you had any views
or feedback foliowmg the discussions at the September 2, 2014 meeting. You responded that you
did not.

On Saturday, Septcmber 6, 2014, we provided you with a proposed transaction outline addressing
the Second Lien Lenders’ claims. We received feedback from you over the following two days and

provided a copy of the proposed transaction outline, incorporating your feedback, to the First Lien
Lenders® advisors on September 8, 2014. We followed up with the First Lien Lenders’ advisors and

provided you with a revised proposed transaction outline on September 18, 2014.

The Company intends to continue to work constructively with the Second Lien Agent to find a
consensual solution in order to protect and maximize value. We continue to be available to discuss

6372443



Goodmans

matters with you and your client and to advance outstanding matters to resolution in order to
provide the Company stability #nd certainty as well as protect thc mtercsts of the Company’s
stakeholders.

Yours very truly, . /
Goodm s LLP 7

PCAN

/ / // /;:?i’ ) /

4 Robcﬂ i3 hadv\nck /,,f

ce! DJ. MIULI’,/ﬁ’gntOn Grout Finnigan LLP
Jonathan Miller, CDG Group
Les Vowell, RBC -
Dean Mullet, Alvarez & Marsal
Caroline Descours, Goodmans LLP

¥

6372443
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Barristers & Soliciors
g”’s d o g Eg{; : Bay Adelalde Centre
. o 333 Bay Street, Sulte 3400
N @{i@ - Ef ﬁgjﬁ.@\‘j Toronto, Ontarlo MSH 257
Telephone; 416,979.2211

’ Facslmile: 416.979.1234
> goodmans.ca

EXHIBIT NO e V.M.WW.,W_ETM Diirsgt Line: 416(.3597.4285
= e < rchadwick@goodmans.ca
October 6,2014  cyniy OF . L E9 Mo Ese

j 5
Avs_ 5, 22 J—
Via Email DATE - "
. HERORTER lzw_a.am..,éaﬁm&fw
{»‘;ﬁrﬁﬂnéf?ﬁ‘; ASAP REPORTING SERVIGES INC.
75 East 55" Street
New York, NY 10022

Re: Nelson Edueation Lid, (“Nelson” ox the “Company”)

Dear Sirs,

In response to your letter dated October 1, 2014, we are available to arrange a call to discuss matters
in connection with the Company’s sale and investment solicitation process and provide information,
subject to appropriate confidentiality arrangements, .

We disagree with your statement in your letter that the Consent Fee is not permissible under the
Intercreditor Agreement The Consent Fee is not an increase in interest under the First Lien Credit
Agreement, Rather, it is a fee payable to First Lien Lenders who have executed a suppott agreement
with the Company prior to the early consent deadline. We are available to discuss with you in more
detail in order for you to arrive at the same conclusion as other parties,

We continue to remain available to discuss and address outstanding matters with you and your client
to achieve a resolution to protect the interests of the Company and its stakeholders,

Yours vcx;)7ruly,

/,J'\obe T J & hadwick

ool D.J. Miller, Thornton Grout Finnigan LLP
Jonathan Mnller, CDG Group -
Les Vowell, RBC
Dean Mullet, Alvarez & Marsal
Caroline Descours, Goodmans LLP
6378080
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Benwett Jonas LLP

nlB tt
IJ en “e 3400 Ona First Canaclian Place, PO Box 130
Jones Tarorite, Ontarlo, Canada MSX 1A4
‘ Tel 416:863.1200 Fax 416.863,1716

Kevin J, Zych
Divect Lin: 416.771.5738°
s-mail! zyolik@bennettjones.com

EXHIET T it s

B . EXAM OF __ L ¢e; (/ouf&((

October 16,2014 -~ | : DATE 05 5, 2a5 :

Vin c-mail (LeslieSobel@rbecmcom) ~ REPORTER . LS satberee
. ASAP HE'POHTING SERVICES INC.

Ms. Leslie J. Sobel
Senior Counsel

Royal Bank of Canada
RBC Law Group

3 World Financial Center
200 Vesey Street

New York, NY-10281
U.SA :

Dear Ms, Sobel;
Re:  Nelson Education Lid,

We are counsel to the Agent under the First Lien Credit Agwcment (ab thbG terms are defined
below).

Reference is made to that certain First Lien Credit Agresment, dated as of July 5, 2007, among
Nelson Education Ltd,, as Botrower, Nelson Hducation Holdings I.td,, as Holdings, Wilmington
Trust, N.A,, as successor Adminigtrative Agent and Collateral Agent (“Agent”), and the other
Lenders patty thereto (as amended, restated or modified from time to time, the “First Lien Credit
Agreement”). . Capitalized terms used but not defined herein have thc meanings given them in the
Fitst Lien Credit Agreement.

This le(ter is in response to your letter to Jeffrey Rose, dated October 13, 2014, regarding the
Borrower’s payment of a consent fee under that certain Support Agreement, dated as of
September 10, 2014, among the Borrower, Holdings, the Agent, and each of the Lienders signatory

thereto (the “Support Agreement”),

’I‘hc Agent disagrees with youtr conclusion that the Borrower’s payment of the First Lien Early
Consent Consideration (as defined in the Support Agreement) under the Support Agreement
constitutes a payment that must be shared with Royal Bank of Canada (“RBC”) in its capacity as a
Lender under the First Lien Credit Agreement, The Borrower's payment of the First Lien Barly
Consent Consideration was not a payment on account of the Loans held by Lenders, Rather, it was a

MOTOBGINGON0 10949343 ] ‘
WSLegal ¥ www.hennettjones,com



October 16, 2014
Page Two

payment solely in consideration for the applicable Lenders’ agreement to and execution of the
Support Agreement, as provided in the Support Agreement, which RBC elected not to execute,
Accordingly, the p.()VlSIOﬂS of Section 2.14 of the First Lien Credit Agreement eue not implicated.

Nothing contained hezem is intended to be, or shall be, construed as a waiver or forbearance of any
of the rights, remedics and/or powers of the Agent or Lenders against the Borrower, the Collateral,
other Lenders or otherwise, a waiver of any Defaults or Events of Default, or & consent to any
departure by the Borrower, the Agent or the Lenders from the express provisions of the First Lien
Credit Agreement-or any other Loan Documents. The Agent hereby expressly reserves all of its
remedies, powers, rights and privileges under the First Lien Credit Agreement and the other Loan
Daocuments, at law, In equity or otherwise.

Very truly yours,
BENNETT JONES LLY

“Revin J. Zych

ol Nelson Education Ttd,
c/o Robert Chadwick, Esq. (Goodmans LLP)

lemmgton Trust, N A,
Attentiori: Jdﬁe} Rose, Esq.

Wilikie Farr & Gallagher LLP.
Attention: Paul Shalhoub, Esq

WSLogalio708610000 11169493431 : :
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EXHIBIT NO . (0

EXAM OF __Les U ed!
DATE A 5, 2015
REPORTER (%4 Lg w bers
ABAP REPORTING SERVICES INC.

NROO3S8S



Message

Fram:

" Sent:

To: i ,
Subject: RE:N&:Isd(} Oebtwire Artice
That is our assessment 1.

A e, o A A et Al oS AR o g

P T 5 S % RN

Sent: 2014 September 11 5 zz PM
Teo: Vowell, Les

Subject: RE: Nelson Debtwire’ Article_
f guess we wll see them in rourk,

From: Vowell, Les [mailto: Les. Vowell@rbeem.com]
Sent: September-11-14 5:20 PM

To: RN
Subject: FW: Nelson Debtwire Article

One more aticle that just came out.

Les

This E-hdaib focluding roy whachmenis) may comtein privileged or onnfidential Infoemetion. & i intended saly for the wddresavefn) indicptad above

“The sender doas not waive iy uf its rights, privileges or athor prafectinng respecting this iefenmarion,

1 andd is 1

Any distribulbion, sopying or other wue of s B-5ui] or te fnlbamitson  costuing, by wther then uninended tecipisns, 3 ot

Eyol revsived this B-Msil in error, plesse dolere B and advive the sender (by rtugn E-Mail or othorwise} immediately.

NROG3585



“Chis E-Mait (including sny attachmentx) s beon sunncd for virosey,

1 i% bofioved 10 be Tes of any Virks or viker detvet that might wiust uny towmpulir sysiem into whivh It & reveived and vpend
Howpver, i 15 the responsibility of fhe revipiont W mmswie that it s vieus fres

Inie sender aeeapls i raspanstbility far uny loss or damge seising in any way Hom ils use.

L-Mail reccived by of send from RBC Capital Markets §5 subgeet 1o review by Supervisory personnel.

Such communioalions an refsined and mby by produced 1o regulatory authoritiss or sbirs with legsl vighes t the InNflumotdon.

TRS CIRCUL AR 230 NOTICH: TO COMPLY WITH U.S, TREASUR Y REGULATIONS, WE ADVISE YOU THAT ANY 1.5, FEDERAL TAX ADVIéIi WCLUDED IN THIS
COMMUNICATIONS NOT INTENDED OR WRITTEN 10 BE USED, AND CANNOT BE USED, TO AVOID ANY U.S, FEDHRAL TAN PENALTHES OR 1O IROMOT I:. MARKET,
OR RECOMMEND TO ARGTHER PAIRTY ANY TRANSALTION OR MATTER, . 3

FYw

This message, and the documents attached thereto, ts intended only for the addressee and may contain
privileged or confidential information. Any unauthorized disclosure is strictly prohibited. If you have received
this message in error, please notify us immediately so that we may correct our internal records. Please then

delete the original message.

If you no longer wish to receive commercial electronic messages from Fiera Quantum Limited Partnership,
simply click Unsubscribe

Le présent message et les documents qui y sont joints sont destings exclusivement au destinataire indiqué et leur
teneur peut 8tre confidentielle, Tt est strictement interdit & quiconque d'en prendre connaissance, de les utiliser
ou de les dlvulguex -8i vous recevez le présent message par erveur, veuillez nous en aviser immédlatement etle

déirmre ainsi que les documents qui y sont joints,

Si vous ne souhaitez plus recevoir de messages électroniques commerciaux de la part de Société en commandite
Fiera Quantum, priére de cliquer Me désabonner.

NR003585



NROO2401



Message

From: “Miller, Janathan [jmiller@cdggroup.cam]

Sent: 5/1/2014 1;30:456 PM

To: e ' Les.Vowell@rbcem.com
ce AN i N
Subject:. .,

Appraciate it, thanks

amhal Tonaton 5. Miller, Senior Managing Director
SR Croup, LG

A5 Fillly Assrs, M Yok, MY 10027
TIREYRIB G [O) F17 410 B3 (B v

Vit v E RN (0

This transmission ntay contain information thit is confidential, protected by the attormey.cient privitege,ettorney work product dorlrine, or seme other privilege, andfar
exerupt from disclosure under applicable law. {f you are not the intended redplant, you are hereby noflfled that any disclosuve, copyng, distribution, or use of the
Informatlen cantained hercin (including any reflance theraony is STRICTLY PROHIBITED, Although this transmissien and any attachm ents are befleved to be free of any
virus or other defect that inight atfect any canputer systam into which It is reccivad and opened, It s the responsibility of the recipient to ensure that it is virus free and no
raspanstbility is sccepled by COG Group, LLE for any loss or damage arlsig In any way from its use. If you received this trapsmission in error, please immediately contact
tha sender and destroy the rmaterfal In s entirely, whether in electronie or ard copy Tormat., Thak yoti,

To: Miller, Jonathan
Ce: Les. Vowell@rbeom.com;

Subject: RE: Nelson
We will review this and will follow up ASAP. Thanks.

From: Miller, Jonathan [mallto:jmiller@cdggroup.com]
Sent: Thursday, May (1, 2014 1:19 PM

To: '

Cc: Les Vowell@rbeom.com

Subject: Nelson

Just wanted to make sure you saw this. Please sign and send back to us. Thanks

NR002401



xredt

Jonathan 5. Miller, Senjor Monaging Director
LSRG Group, WS
Al Bt Averaa, Mew Yok, NY 10022

HYNBLIZ A1 [CHOY7 H13 8328 {E}

This transmission may contain information that ks confidential, protected by the attorney-chent priviiege attorney work product doctrine, or some cther privifege, andfor
exempt fram disciosure undear applicable law. {1 you are not the intended recipient, you are hereby notified that sny disciosute, copying, distribttion, or lise of the
Information contaited heraln (cluding anyrellance thareon}is STRICTLY PROHIBITED. Although this transmission and any atta chiments are befleved (o be free of any
yiris or otirer defect that might affect any computer system into which It Is recelved and opened, it s the respomihifity of the reciplent to ensure that R lsvirus free arid no
respansibility s accepted by CDG Group, LLC tor any foss or damage arlsing fn any way from its use. if you recelved this transmisslon it error, please mmediately contact
the sender and destroy the material I its entirety, whether In electronic or hard copy format, Thank you,

R - B R PR AR AR A AAIPANIIR - oot e

AR o TR RN .. RS 5 s 50 G e

Py i By
AN L L

i b pieeeer (DO ATHNOE IR e
cewdem ool T Lo o G, SR
. v

{1 AT B, OF QU it v T
5 RPHOT L UT O N

shert T res gl kA
O, LRI TR v

Vil ofthir ot oy
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Message

From: Chang, Raymond § [/O=GEMS/OU=CAN-TORONTO/CN=RECIPIENTS/CN=CHANGRAS]
Sent: 3/27/2014 10155:04 AM

To: Vowell, Les [/O=GEMS/OU=CANADACL/CN=RE CIPIENTS/CN=LES VOWELLL]

Subject: RE: Nelson

Can we really walt until next week? For a 7 business day extension, It is a no brainer if we can get in
exchange a commitment to pay our Interest at the end of the extended cure period doés not requlre

meeting with all these high priced help,

From: Vowell, Les
Sent: 2014, March, 27 10:33 AM
To: Chang, Raymond S

Subject: RE: Nelson
That Is what they want to do. | said i would listen to any proposal, but | need more than please exiend the grace period.

As | am Ih Toronto nexi week, trying to get a meeting with the company and financial advisors,

Les

Frony; Chang, Raymond S

Sent: 2014, March, 27 10:19 AM

To: Vowell, Les

Subject: RE: Nelson

Why can't we not agreed o the extended cure period in exchange for Nelson's undertaking to pay at

that time?

From: Vowell, Les

Sent: 2014, March, 27 7:50 AM
To: Chang, Raymoend S
Subject: RE: Nelson
7-business days

From: Chang, Raymond S

Sent: 2014, March, 26 6:00 PM

To: Vowel], Les

Subject: RE: Nelson

| really had thought that we could have squeezed out one more payment Do we know what

"extended cure period" he is talking about?

-

CXAN JE ww_@,ﬁ Uau/ot l
ATE <QJ«~A€ a5 .
o ,(LMS&/» L

AEPORTER LIS
48 AP REPORTING SERVICES INC. NRO00438
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From: Vowell, Les

Sent: 2014, March, 26 4:53 PM
To: Chang, Raymond S
Subject: FW: Neison

FY1

Jonathan 8, Miller, Setlor Mapaging Direclor

DG Greup, LG

A4l Fib Avente, New York, NY 10022

(F} 212813 1419 () 117 4138523 () Imip Sgriginrouman

This transmission may contain information that is confidential, proteciad by the attornay-clent privilege attormey work product dotitine, or sum e other privilege, andlor
exempt from dlsclosure under appiicable few, f you are notthe Intended reciplent, yout ate hereby netified that any disdosure, topying, distribution, ar use of the
Infarmaticn contained herein (Including sny reliance thereon}is STRICTLY PROMIBITED, Ahough this transmission and any attachments are belleved to te free of any
virus or other defect that might affect amy computer system Into which i is received and opened, it {s the responsfblity of the reciptent to ensure that It s virus free and no
responsibliity Is accepted by CDG Group, LLC for any loss or demage ardsing In any way from its use. if you racelved this transmission in errar, please bnm ediately contact
the sender and destroy the materal in its entiraty, whether In electronic or hard topy fornst, Thank you.

From: Mullett, Dean [maito:dmullett@alvarezandrmarsal.com]
Sant: Wednesday, March 26, 2014 3:41 PM

To: Miller, Jonathan

Subject: Re: Nelson

Jon, just as a heads up that to maintain Nelsor's fexibility regarding the 2nd lien Interast payment and our request for an
extension of the cure period, after tomorrow’s Beard meeting, we we likely be stopping the pre-autharized payment for the
interast that would automatically come out on March 31, '

Pleasa don't read Into this that we are anticlpating a decision In any particular direction from your end, but that Nelson just
wants to maintain flexibility to continuing discussing an extended cure period with you, and not see the monies go out the
door before you come to a dedslon. As you know, Nalson has a 7 day cure period in the current credit agreement,

Any guestions, please let me know.

Thanks.

Dean.

Dean Mullett

Managing Director

Head of Corporate Finance & Investment Banking
Alvarez & Marsal Canada

From: <Millet>, Jonathan <imiller@cdggroup.com>
Date: Wednesday, March 26, 2014 at 9:01 AM

NRQ00438



To: dean mullett <dmullett@alvarezandmarsal.com>
Subject: RE: Nelson

ok

CDG Group, LG

“This transmission nay contaln Informatlon that s confldenttal, protected by the attorney-cllent privilege,attorey work product doctrine, or some other privilege, andjor
exempt from disclosura under applicable faw. {f you are not the intended redplent, you are herebynotifled that ehy disclosure, copying, distributlon, or use of the
Information contained hareln{including any rellance thereon) is STIICTLY PRONIBITED, Althotsgh this ransmisslon and any attachments are betfeved to be free of any
virus or other defect thatmight affect any computes system Into which it is recelved and opened, it s the responsibility of the reciplent to ensure that it is virus free and no
responsibility s sccapted by CDG Group, LLC for any loss or damage arsing In any way from Its Use, If you retelved this transmission I error, please frmmediately contact
the sender and destroy the msterial In its entirety, whether in electronte or hard copy format, Thank you.

From: Mullett, Dean [maiito:dmullett@alvarezandmarsal.com]

Jonathan S, WiHer, Sontor Managing Directoy

46 Fifth Avenva, New Yoik, NY 10022
(1) 212833 1619 {CYo17615 8423 (B imilierSaduanap.com

Sent: Wednesday, March 26, 2014 7:28 AM
To: Miller, Jonathan
Subject: Re: Nelson

Jon, will call you at 10:30.
Thanks.

Dean.

Dean Mullett

Managing Director

Head of Corporate Finance & Investment Banking
Alvarez & Marsal Canada

From: <Miller>, Jonathan <jmiller ®cdggroup.com>
Date: Tuesday, March 25, 2014 at 4:32 PM
To: dean mullett <dmullett@alvarezandmarsal.com>

Subject: RE: Nelson

How about 9:00am? -
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dusatiran 8, Milue, Neotor Munsging Directur

COYG Ghronp, LLC

G435 Tt Avenue, v York, NY 18622

CTY202R13 161G (C) 1T 513 8823 (70 juilheyst selegrompaonm

B

This transmis slon thay contaln Information that Is confidential, protecied by theattorney-cilent privilege,attorney work product dottrine, or some other privilege, andfor
exempt from disclosure under applicabde faw. If you are not the intended reciplent, you are heveby notifted that 2ny disciosure, copying, distribution, or use ofthe
Information contalned hereln {including 2oy rellance thereon) {s STRICTLY PROHIBITED. Althotgh this transmission and ony attachments are believed to be free of any
virus or other defect that nvigat atfect any computer system [nto which i Is recelved and opened, it i3 the responsibility of the recipient to enstere that It [$ virus free and ne
responsibility Is accepted by COG Group, LLC for anylass or damage arising in any woy from its use. If yoit recaived this transmission in wrror, ploase Immediately contact
the sender and destroy the material In it entlrety, whether In electronicor havd copy formal. Thank you.

From: Mullett, Dean [mailto:dmullett@alvarezandmarsal.com]
Sent: Tuesday, March 25, 2014 4:31 FM

ALLE Y

=3 A $ofa
1O W JuTaLlidil

Subject: Re: Nelson

Jon, apologies, hectic couple of days, What time are you in tomorrow morning?

Thanks.
Dean.

Dean Mullett

Managing Director

Head of Corporate Finance & Investment Banking
Alvarez & Marsal Canada

From: Miller, Jonathan

Sant: Tuesday, March 25, 2014 3:25 PM

To: Mullett, Dean
Subject: RE: Nelson

Dean, not sure if you got my vim yestarday, hut t wanted to follow up on one thing from Friday. Please give me & call
when you have a chance. Thanks
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Jonithau K ATiler Senlor Mansging Diractor

CIG Droug, LLC

644 Billh Avenur, New Yok NY 10002

CC)RPTRIZ 1619 QN7 613 8823 () juilley Bndpwaup.eom

This transmisston may contaln informationthat is confldentlsl, protected by the sttorney-cllent privilege.sttormey work produd doctrine, or some¢ other privilege, andjor
exempt from disclosure under applicable lsw. If you are not the Intended rediplent, you are hereby notifled that any disclosuire, copying, distribution, oruse of the
information containad hereln (including any rellance thereon) s STRICTLY PROKIBITED, Althiough this transmission and any attachments are believed ta be fre¢ of any
ylrus or othar defect that might affect any compstter system Into which It fs recelved and opened, it Is the responsibllity of the reciplent to ensure thatit is virus free and no
responsibs ity Is accepted by COG Group, LLC for any foss or damaga artsing In any way fram it Lse. If you recatved this transmission In arror, please inmediately contact
the sender and destroy thematerlalin fte entlvety, whether In electronic or tiard copy format. Thank you.

From: Mullett, Dean {mallto:dmullett@alvarezandmarsal.com]
Sent: Friday, March 21, 2014 12:29 PM

To: Vowell, Les; Miller, Jonathan

Subject: Re: Nelson

Les, | think we need you on the call. 5o even a 15 minute break would be good.

Dean Mullatt

Managing Director

Head of Corporate Finance & Investment Banking
Alvarez & Marsal Canada

From: Vowell, Les
Sent: Friday, March 21, 2014 12:01 PM

To! Mullett, Dean; ‘imiller@cdgaroup.com'
Subject: Re: Nelson

Dean,
Lam tied up on an other file all afternoon. | dor't know when itwill end.

ies

From: Mullett, Dean [mailto;dmullett@alvarerandmarsal.com]
Sent: Friday, March 21, 2014 11:35 AM

To: Miller, Jonathan <jmiller@cdgyroup.com>

Cc: Voweli, Les

Subject; Re: Nelson

7Jon and Les, would the two of you he available for a call @ 3 pm today with Rob Chadwick and 17

Plegse let me know.

Thanks.
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Dean,

Dean Mullett

Managing Director

Head of Corporate Finance & Investment Banking
Alvaraz & Marsal Canada

From: Miller, Johathan

Sent: Wednesday, March 19, 2014 10:12 AM
To: Mullett, Dean

Subject: Nelson

Dean, just wanted to check-inand see if there is anything new on your end. Let me know, Thanks

Jonathmn S, 3iier, Sentor AMatagiug Direcloy

CDG Geoap, LLC

CAS Tilih Avetue, Newy York NY 18032

CTPZIERIZ 1619 (CySiT 613 BRXY (B finibiryfiedagroop.som

This transmisslon may contaln Information that s confidentlal, protected by the attorney-cifent privilege,attorney work product doctrine, or same other priviiege, andjor
exampt trom disclosure under applicable faw. If you are not the Intended reciplent, you are bereby notiffed that any distlestre, copying, distribution, of use of tha
information contaned harein (Including any reflance thereony is STRICTLY PROHIBITED, Although this transmission and any attachiments are belleved to he free of any
virus or other defect that might affect any computer system fnto which itis recelved and opened, it is the responsibility of the recipient to ensure that iU is vints free and ne
responsbifity {s accapted by CDG Group, LLC for any foss or damage arisingt In any way from its use. if yoti recetved this transmisslon in error, please Immediately contact
the sender and destroy the material in its entiraty, whether In electronfc or hurd copy fomat, Thark you.

‘This message is intended only for the use of the addressee(s) and may contain information
that is PRIVILEGED and CONFIDENTIAL. If you are not the intended recipient(s), you are
hereby notified that any dissemination of this communication is strictly prohibited.

If you have received this communication in error, please erase all copies of the

message and its attachments and notify us immediately.

This email has been scanned by the Symantec Emait Security.cloud service.
sk s e e ah 35000 ofe M R K ok o o ofe 3 oK o o ot e ok R o T e dfesk ok o ok ok K ol e ook ok o o o ok o R o SRR SOk 9% MO SRk ok e SR sk ol ok R o ok ookl o o o okl e R S e ke

dentiul fuft inn. 48 1 istended only fhr she addrssen(s) indieated above.

This £-Muil Gneloding my stnchments) ruy cosnin privieged or
The sender doss nol watve any of its zights, privileges or other protections respearing thin informatinn,

Asy distribstion, copying o other use of this B-Mail or the information i sonlaing, byt othor thee an Intended rouipient, iv not sansyionsd and = prodibitad
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T you eveived this B-Mail ia error, phesse delete it and adviss (s sonder (by seturn Bbiail or otheradat) immedistely.

) Y hus busen 3 Jor viruses,

This B-Muil (including ony
1% bedjeved 1o be Jruoe ol any vires or bfhur dsliwt that might alitel any comphiser system inth which it i recoived and opened.

Heawever, il s the wibiility of the reciplunt to enrure thay it is varus free,
» i f

“Ihie sander ascepls no responsibliity for any Joss or damage arising in any wey from its wse,
T-Mastl regeived by or senl ffom REC Cupital Murkols i subject (o revisw by Supervisory permunuel.
Suck comumnications are retined and may be produced 1o regulatory nuthoriies or others witls Jagal rights o the information.

RS CIRCULAR 230 NOTICK: TO COMPLY WITH US TREASURY REGULATIONS, WE ADVISE YOU THAT ANY 135, FEDERAL TAX ADVICE TRCLUDRD IN THIS

COMMUNICATION 15 NOT INFENDED R WRITTEN TO BE USED, AND CANNOT BE USED, TO AVOID ANY U.$, FEDERAL TAX FEMALTIES OR TO FROMOTE, MARKET,

OR RECOMMENT TO ANOTHER FARTY ANY TRANSACTION OR MATIER,
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This message is intended only for the use of the addressee(s) and may contain information
that is PRIVILEGED and CONFIDENTIAL. If you are nof the intended recipieni(s), you are
hereby notified that any dissemination of this communication is strictly prohibited.

If you have received this communication in error, please erasc all copies of the

message and its attachments and notify us immediately

‘This email has been scanned by the Symantec Email Security.cloud service,
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This message is intended only for the use of the addressee(s) and may contain information
that is PRIVILEGED and CONFIDENTIAL. If you are not the intended recipient(s), you are
hereby notified that any dissemination of this communication is strictly prohibited.

If you have received this communication in error, please erase all copies of the

message and its attachments and notify us immediately.

This email has been scanned by the Symantec Email Security.cloud service,
sge st e o o ok e o gt ok o o ook st ool ol o Sl o e ol Sk o s s o aole skl o o oo ke e ke B skl e oote e o oo ok vk e ok e Aok ok ok o oot o ot o sle sk bl e ko og ik

o o e B R MR R A A S OB s ok R O SR K A RO S R o R 3k o e R R o R S OR SKO R SF SRA R e e

This message Is Intendad only for the use of the addrassee(s) and may contain Information
that Is PRIVILEGED and CONFIDENTIAL. If you are not the intended rectplent(s), you are
hereby notified that any dissemination of this communication Is strictly prohibited.

tfyou have received this communication in etror, please erase all copies of the

message and Its attachments and notlfy us immediately,
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This message is intended only for the use of the addressee{s) and may contain information
that Is PRIVILEGED and CONFIDENTIAL. {f you are not the Intended recipient(s), you are
hereby notified that any dissemination of this communication is strictly prohibited.

if you have received this communication in error, please erase all copies of the
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Message

From: Vowell, Les [/O=GEMS/OU=CANADAO1/CN=RECIPIENTS/CN=LES. VOWELLL)

Sant: 4/14/2014 12:15:46 PM

To: Campbelt, Bruce [/O=GEMS/OU=CAN-TORONTO/CN=RECIPIENTS/CN=BRUCE, CAMPBELL)

cc: Chang, Raymond S [/O=GEMS/OU=CAN-TORONTO/CN=RECIPIENTS/CN=CHANGRAS]

Subject: Update - Nelson &_
NELSON. EDUCAT!ON -

ACU has been piepdred recommendtng the balan(‘e of the 2nd lien exposure ($12 4MM) be wrilten off

Nelson Education did pay its 1st lien Interest payment but did not make fis March 31, 2014 2nd lien interest payment of
approximalely $2.3MM (RBC share $2.0MM). Under the loan agreement, Nelson had a 7-business day grace period to
make the payment.

Nelson requested that the 2nd len lenders extend the 7-business day grace period by 30-calendar day‘s. The extension
woutld provide {ime for the stakeholders and 2nd fien lenders agree upon and present a term sheet to the 151 lien lender
group, After extensive discusslons, the 2nd llen lenders provide unanimous approval to extend the grace perlodto
negotiate a term sheet. As part of this agreement, the lenders received a partial interest payment of $350 thousand
{RBC approximalely $300 thousand). The ratlonale for approving the exiension was;

i It was our firm bellef the company would not and could not pay the full amount of 2nd line Interest;

2. The non-extension of the grace period would trigger an Event-of-Defauli and the 1st lien lenders could accelorate;
3. Under ihe inter-Creditor Agresment, the 2nd lien lenders could not under take any fegal remedies, The stand-still
period Is 180-days;

4, The Event-of-Default would force the company to file under CCAA during its most Important sales quarter; and

5, Most concerning Is the 1st lien lenders are split inlo 2 —~opposing camps that cannot agree upon a common
approach. The fear Is the company could languish In bankruptcy for an extend period of time with legat and advisory fees
consuming a large portion of our potential recovery,

STRATEGIC DIRECTION

We have attermpled to engage the 1st lien lenders In restructuring discussion is September 2013, The 1st llen steering
committee was and remalns split on how to restructure the Nelson debt, As aresult they did not respond {o a
restructuring proposal. Given their lack of engagement we put penclls down and were content o conlinue to collect 2nd
llen Interast, krowing the file would become active in Apiil 2014, $8.6MM of DLI has been collected and appilied to the

principle balance.

The number one objective Is to buy time as we are seeing improving trends In the K-12 and higher education text book
markel. The propesed strategic direction is .

1, Maintain as much of the 2nd lien debt as possible (.e. minimlze the conversion of debt to equity);

2. Expect the 2nd len debt to PIK Its inferest. We wouid propose the PIK Ipterest increase by at least the amount of
any Increase in the 1st lien inferest; and : _

3, Neqotlate for a sufficient time to allow expected mcreases in sales to ma{ena! ze from expec(ed cumculum

changes inthe’ provlnclai school districts 1o fully impact EBITDA,

As noled previously, the 1st lier lenders appear hopelessly divided. Baaed on discussions with the Nelson's advisors and
some 1sl llen lenders, the 2 opposlta posmons are: .

Aries - the largest 1st flen hoider wants put in place a capital structure that would see6 40% of the 1st lien debt convertto
equity, with 60% rolling inlo a new 1s! lien debt, priced at market ratos to deliver a PAR pilece of paper.  This position
would resultin a negligible recovery for the 2nd flen, Itis beiieved they have about 40% of the 1st fien lenders supporting

thelr position.

Marblagate - Is a distressed hedge fund that has express a strong desire not1o own Nelson as they belleve ownershlip is
fraught with regulatory approval risk, They have presented a term sheet to Nelson {copy attached)) that proposed a 1-year
forbearance, an Increase In 1st lien Interest to a 7% fixed rate; the appointment of a CRO; and various milestones. Our

=711 NG ‘
'g:(;;\?é{is _Les Yot cli .
DATE 325 S 20& o -
REPORTER — \/\ X7 WIM €
ASAP pEPORTING SERVICES INC.
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view of the term-sheet is that it is a reasonable staring positién‘ Nelson, ke RBC, would like a‘!onger forbearanée ferm.
The milestones alsc glve us some concems, Marblegate befieves they have the support of over 50% of the 1st lien
lenders (close to 80% if they assume they get RBC 1st llen support). '

Of the 2-positions, Marblegate's is more closely aligned 10 our strategic interest,

Nelson will be responding to'the Marblegate ferm sheet and are sesking 2nd lfen input and support for the term sheel.
Nelson will present the term sheet as being supported by the company and the 2nd lien lenders,

These négoﬂaiie ns will also Include the sponsor (Apex) and the role they will play in the new structure. Itis our
understanding they will continue te play an active role if there is a financlal incentive, Le. a percentage of any recovery to
ihé 2nd lien, Wr‘mtherApe-x»cgn add value Is subjedt to debate.

Leslie P, Vowell

Royal Bank of Canada

3 Workd Financial Cender

200 Vesey Sireet ’
New York, NY

10281

212-428-6607
les.vowell@rboom.com
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Viessage

From: Vowell, Las [/O=GEMS/OU=CANADADL/CN=RECIPIENTS/CN=LES,.VOWELLL]
Sent: 5/6/2014 10:20:04 AM

To: . HoSing, Jaanne [/O=GEMS/0U=CAN-TORONTO/CN=RECIPIENTS/CN=HOSINGJ O}
Subject: Nalson Education « Enterprise Watch List

March 31, 2014 MISSED INTEREST PAYMENT.

Nelson Education did pay its L1st Tden interest anment but did not make 4ts March 31, 2014 2nd Tien
interest payment of approximately $2.3MM (RBC share $2.0MM). Under the Toan agreement, Nelson had a 7-
business day grace period to make the payment. - .

NeTson's current cash balance is $30MM. The company has made representations that making the payment
would create a Tiquidity problem by fiscal year-end (June 30th) as; .

Q4 s an dimportant sales quarter as they ramp up their sales to Universities. Account receivables are
forecast to use $27MM in working capital, Inventory $3Md, and Accounts Payable would be an estimated
source of approximately $14MM ih ldiquidity; thus working capital requirements are estimated to use $16MM
of the $30MM cash reserves.

The company 1s responding to a term shest from a group of lst Tien Tenders that they hope will extend the
term of their loan. They anticipate there would have to be an additional principle pay-dowh as part of
the enticement 4o get the lenders to extend.

Nelson requested that the 2nd Tien Tenders extend the 7-business day grace period. The extension would
provide time for the stakeholders and 2nd Tien Tenders agree upon and present a term sheet to the Ist
Tien lender group. After extensive discussions, the 2nd Tien Tenders provide unanimous approval to extend
the grace period to negotiate a term sheet. As part of this agreement, the lenders received a partial
interest payment of $350 thousand (RBC approximately $300 thousand). The rationale for approving the

extension was:

1. It was our strong belief the company would not and could not pay the full amount of 2nd Ti{ne interest;
2. The non-extension of the grace period would trigger an Bvent-of-Default and the 1st Tien lenders could

accelerate;
3, Under the Inter-Creditor Agreement, the 2nd 1den Tlenders could not under take any legal remedies. Tha

stand-still perlod 1s 180-days;
4, The Event-of-Default would Force the company to file under CCAA during dts most important sales

quarter; and
5. Most concerping 15 the ist lien Tenders are split into 2 opposing camps that cannot agree upon a
common approach. The fear 4s the com§any could languish in bankruptey for an extend period of time with

Tegal and advisory fees consuming a large portion of our potential recovery,

STRATEGIC DIRECTION
Nelson Education transferred ints SLEAS in October 2012. we have had a stepped strategic approach,

I1st - We had a $48.5MM revolving credit facility that matured July 5, 2013, we were successful inh gatting
the facility to maturity without a lean drawdown. ‘

2nd with revolver exposure gone, our strategic direction was to focus on our 2nd 1ien exposure, In July
2013, we advised the lapgest 1st Tien lendefs RBC would be resigning as Ist Tien agent and asked them to
find a new agent., wiTmington Trust is now the new 1st Jien agent. ) o

3rd~- We attempted to engage the lst Tien lenders in restructuring discussion {s Septembér 2013, The 1st
Tien-steering committee was and remains split on-how to- restructure the Nelson debt. As a result they did
not respond to a restructuring proposal. Given their lack of angagement, we put pencils down and were
content to continue to collect 2nd lien interest, knowing the file would. become active in April 2014.

5$8.6MM of DLI has been collected and applied to the principle balance.

The humber .ohe objective 1s to buy time as we are seeing Tmproving trends 1n the X-12 and higher
education text book market. The proposed strategic direction 4s: .

1. Maintain as much of the 2nd tlen debt as possible (i.e. winimize the conversion of débt to equity):;

2. Expact the 2nd lien debt to PIK +its interest, We would propose the PIK interest increase by at feast

the amount of any inciease in the Llst 1ien interest; and .
3, Negotiate for a sufficient time to allow expected increases in sales to materialize from expected

curriculum changes in the provingial school districts to fully impact EBITDA.

EXHIBIT NO 1 .

EXAMOF__\Lrs  Upewell

DATE [Qec S, 2015
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As noted previously, the 1st 1ien lenders appear hopelessly divided. Based on discussiens with the
Nelson's advisors and somé ist Tien lenders, the 2 opposite positivns are:

aries the largast ist T4en holder wants put in place a capital structure that would see 40% of the Ist
lien debt convert to equity, with 60% rolling dnto a new 1st lien debt, priced at market rates to deliver
a PAR pisce of paper. This position would result in a negligible recovery for the 2nd Ten. It is
believed they have about 40% of the 1st lien lenders supporting their position.

Marblegate is a distressed hedge fund that has express a strong desire not to. own Nelson as they believe
ownership is fraught with regulatory approval risk. They have presented a term sheet to Nelson (copy
attached) that proposed a 1-year forbearance, an increase in ist Tien interest to a 7% fixed rate; the
appointment of a CRo; and various milestones, our view of tha term-sheet is that it is a reasonable
starting position. Nelson, Tike RBC, would like a longer forbearance term. The milestones also give us
some cohcerns. Marblegate believes they have the support of over 50% of the Ist Tien lenders (close to
60% 1T thay assume they get RBC 1st lien support).

oFf the 2-positions, Marblegate s is more closely aligned to our strategic interest.

Nelson wi1T be responding to the Marblegate term sheet and are seeking 2nd Tien dinput and support for the
term sheet, Nelson will present the term sheet as being supported by the company and the 2nd Vien
Jehders, . . : . .

These negotiations will also include the sponsor (Apex) and the role they will piay in the new structure.

It is our understanding they will continlle to play an active role if there +is a financial incantive, i.e.
a percentage of any recovery to the 2nd lien. whether Apex can add value 1s subject to debate.

Given the uncertainty of situation, the decision was made to write-off the balance of the 2nd Jien debt

ofF €S2 4m;

LesTie P. Vowsll

Royal Bank of canada

3 World Financial Cenhter
200 Vesey Street

New York, NY

10281

212 -428-6607
les,vowell@rbcen, com
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ERRATA AND FACTUAL CLARIFICATIONS TO ANSWERS GIVEN ON THE CROSS-

EXAMINATION OF LES VOWELL HELD ON AUGUST §, 2015

No..

Page
No.

No.

Ques. |

- Question

Answer.

10

23

I take it because of what you
specialize in, if I can put it that
way, you have some experience
with litigation and insolvency
proceedings relating to loans
and restructurings of loans?

Surprisingly not. Actually 34
years of banking, this is the first
time.

Supplemental Response:

Mr. Vowell understood the
question to be “litigation in
insolvency proceedings” (not
“litigation  and  insolvency
proceedings™) and answered in
respect of  his  personal
experience as a representative of
RBC in litigation proceedings.

48-
50

164-
168

Well, sorry, we have already
established that there is an
alternative  transaction  that
doesn’t provide for 100 per cent.
If you go back to page 7 of the —

So your understanding of the
consent fee is that it only applies
if everybody agrees?

Well if you read -- you are
reading on page 6, are you with
me on the consent fee, that
page?

It says: “The consenting First
Lien Lenders who sign a
consent agreement.”[as read]

My understanding is you get the
consent if 100 per cent,
otherwise you go to the
alternative. Idon’t think it’s an
either or.

That was my -- at least that’s my
recollection. If I am wrong, 1
would be happy fo know it.

Yes.

Yes.




Strategies”, where you write:
“We  have maintained a
constructive working
relationship with the sponsor
and the company.”[as read]

No. | Page | Ques. Question Answer
No. -|.> No.
Okay. And then if you turn over | Yes, it does. So I was wrong.
to page 7, I am going to just
show — you, refresh  your | gupylemental Response:
recollection. Do you see the T )
paragraph just above | In reviewing the transcript Mr.
“implementation paydown”, | Yowell sees that the question
where it says: referred to the alternative
i ) transaction implementation
“Ij“or avoidance of doubt, First method, and retracts the
Lien Lenders who do not « v s
execute a First Lien Lender statement "So I was wrong.” in
consent agreement will not answer to Q.168.
receive a First Lien early
consent consideration but will
be bound to the transaction
through the alternative
transaction implementation
method.”[as read]
Does that refresh your
recollection?

3. 78 260 | And so you are saying that these | Like I said, I am a -- well, first
are just reverse engineered | of all, these are not -- my
valuation numbers, that these | numbers, not “somebody’ at
are not any meaningful attempt | RBC.
by RBC the ascribe value to the
first lien loan? Supplemental Response:

Mr. Vowell has advised that the
last part of the answer to Q.260
should read “these are my
numbers, not ‘somebody’ at
RBC” as confirmed in the
answer to Q.261 immediately
below.

4. 83 276 | Do you see under “Available | Yes.

Supplemental Response:

Mr. Vowell wishes to clarify
that his reference to “the
Sponsor” is to the Equity
Sponsor.




No, Pager QueS. Question 5 Answeri
No. | No. e
5. 132 | 456 | And it was your expectation as | You have to -- no, you are only

well, sir, that when the First
Lien Debt was not paid at
maturity, the debtor would cease
to pay interest on the second
lien?

taking one part of this. There is
a deception-tree process.

Supplemental Response:

There is a stenographer’s error
in that this should read “There is
a decision-tree process”.

1313663 _1.doc
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1. Procedures Summary Statement

These Procedures outline processes followed by the Credit Administration/Branch Controls department of
Royal Bank of Canada’s branch located at Three World Financial Center, New York, New York (“WFC
Branch”) related to placing loans on non-accrual status, assigning provision to non-accrual loans and partial or
total write off if applicable

2. Rationale

These Procedures establish a consistent approach to the above process. These Procedures will help:

e Reduce operational risks to RBC;

e Qutline and document roles and responsibilities related to placing loans on non-accrual status,
assigning provision to non-accrual loans and write-offs;

e  Assist in training and oversight of WFC Branch Operations personnel; and

e Ensure reasonable supervision by WFC Branch management of branch personnel, allocation of
resources, and compliance with documented procedures and policy.

3. Scope

These Procedures apply to the Credit Administration/ Portfolio Reporting / Branch Controls departments of
WEFC Branch involved in placing loans on non-accrual status and assigning provision to non-accrual loans.
Failure to develop, maintain and follow required procedures may result in severe reputation and financial
impact to the organization. Individuals facilitating a financial transaction while willfully or recklessly
disregarding the nature of the transaction are also subject to civil and criminal liability along with the
organization. Conduct inconsistent with this procedure and other applicable policies may subject the
employee involved to disciplinary action, up to and including termination of employment, in addition to
possible civil and criminal penalties.

4. Overview of Non-Accrual Loan Process, the Provisioning Process and Write-Off

The Impaired Loan process identifies deteriorating trends in a borrower’s ability to make scheduled
principal/interest/fee payments on a loan in accordance with the terms and conditions of the credit agreement,
and monitors the loan for downturns which would indicate that the loan should be placed on non-accrual.

ACCOUNT DETERMINATION AND PROVISIONING CRITERIA

The Special Loans and Advisory Services (“SLAS™) or Risk Management (“RM™) makes the determination
that a loan should be classified impaired. In addition, loans classified “Doubtful” or “Loss™ by the Office of
the Comptroller of the Currency (“OCC”) should be classified impaired. Credits in the “Substandard™
category are rated BRR 4 (but are rarely declared impaired), Doubtful credits are rated BRR 5, and Loss
credits are rated BRR 6. (The other categories include “Pass” credits, rated BRR 1+ through 2-L, and
“Special Mention™ credits, rated BRR 3+H through 31..)
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Generally, the provisioning guidelines outlined by the OCC for assigning a provision against a loan are as
follows:

e 15% provision for “Substandard” accounts;
e 50% provision for “Doubtful” accounts;

e 100% provision for “Loss” accounts.

5. Non Accrual Loan and Loan Provisioning Process

When a loan is declared impaired, the group making the decision (RM or SLAS) will advise Credit
Administration / Portfolio Reporting by email, or memo / Advice of Credit Undertaking (“ACU”) or
attachment (Attachment A) to an email. The information will include:

e Single / Borrower Name

e BRR (if the BRR is being downgraded)
e Effective date of non-accrual

e  Authorized amount (not always)

e  Qutstanding amount (not always)

e Specific Provision (if applicable)

e Comments

Credit Administration / Portfolio Reporting will then advise Global L.oans Administration (“GILA”) by email
(see Attachments B-1 and B-2), detailing the Borrower information, as well as the transactions to be
processed. The email should include instructions to:

e Place all facilities on non-accrual

e Change all loans to non-accrual status

e Establish the specific provision (if so advised)
e  Write off accrued fees (where applicable)

e  Write off accrued interest (where applicable)

e Process unamortized fees to DLI

Instructions to allocate specific provision:

e [f the provision at the Single Name level is to be allocated among different borrowers, the amount
must be prorated based on the total authorized. For example, if a USD $10MM provision is to be
allocated among three borrowers with authorized amounts of $6MM, $8MM, and $12MM, the
provision allocation would be 23.077% or $2,307,700; 30.769% or $3.076,900; and 46.154% or
$4,615,400 respectively.
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On occasion, SLAS may advise the provision allocation at each borrower level.

GLA will process the transactions based on the instructions from Credit Administration / Portfolio Reporting
and confirm by email the transactions processed (Attachment C).

8] On a monthly basis GLLA will distribute the following reports to Branch Operations and NY Finance.
1. Reconciliation of Sub-ledger to General Ledger by transit
Non-accrual
LRA

Bad Debt Reserves
Debts Written Off

2. Deferred Loan Income (including fees)

L

Specific Provision

4, Non-Performing [L.oan

0 GLA will process no manual entries to RIBS G/L or eGL except to record the gain/loss on a non-
performing loan sold in the secondary market.
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9. Document Retention Policy

All working papers and documentation relating to the Non-Accrual and Loan Provision process must be
maintained in accordance with the policies and procedures outlined in the Enterprise Records Management
Policy, Document Number ERM-1-1 published September 15, 2010. Particular attention should be paid to the
following subsections: RBC Records - Document Number ERM-2-1; Records Retention and Disposition —
Document Number ERM-2-1; and Secure Destruction of Physical Records - ERM-2-9. Reference should also
be made to Operational, Legal, and Regulatory Risk Standing Order S08.02.14 relating to Off-site Record
Storage Transfer & Retrieval Procedures published December 28, 2006.

These documents can be found by clicking on the following links:

10. Advice and Counsel

The Chief Operating Officer, WFC Branch will provide advice and counsel on this procedure in consultation
with SLAS, Finance and Taxation as necessary.
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11. Appendix A — Non Accrual Loan and Loan Provision procedures Revision Record
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