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ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF NFC ACQUISITION GP INC., NFC

ACQUISITION CORP. AND
NFC LAND HOLDINGS CORP.

FIRST REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC,,
IN ITS CAPACITY AS MONITOR

BACKGROUND

1. On January 17, 2012, pursuant to an application brought before the Ontario
Superior Court of Justice (Commercial List) (the “Court”) by NFC Acquisition GP Inc., NFC
Acquisition Corp. and NFC Land Holdings Corp. (collectively, the “Applicants” and together
with NFC Acquisition L.P., and New Food Classics, “NFC”) under the Companies’ Creditors
Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the “CCAA”), the Honourable Mr. Justice
Morawetz made an initial order (the “Initial Order”) under the CCAA in respect of NFC, which
Initial Order, inter alia, appointed FTI Consulting Canada Inc. (“FTI”) as Monitor, with the
powers and obligations set out in the Initial Order and as set forth in the CCAA. A copy of the

Initial Order is attached hereto as Appendix “A”.
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NOTICE TO STAKEHOLDERS

2. Concurrently with making the Initial Order, Justice Morawetz issued an
éndorsement (the “Endorsement”, a copy of the unofficial transcription of which is attached
hereto as Appendix “B”), which provided that there shall be a further Court hearing to be held
on Friday January 20, 2012, for the review and reconsideration, if necessary, of the Sale Process
as defined and approved in paragraph 44 of the Initial Order (the “Sale Process Hearing™). The
Endorsement also required the Applicants to forthwith contact parties with significant interests in
this matter, including, in particular, all relevant Unions (“Stakeholders™), to give them notice of

the Sale Process Hearing.

3. Forthwith following the making of the Initial Order and the Endorsement,
representatives of the Monitor and Fasken Martineau, worked with management of the Applicant

and Tory’s to:

(a) draft a form of notice (the “Notice™) of the Sale Process Hearing to me emailed

to Stakeholders; and

(b)  generate the list of Stakeholders (the “List of Stakeholders”) to whom the Notice

would be sent.

(A copy of the Notice is attached hereto as Appendix “C” and a copy of the List of Stakeholders

is Attached hereto as Appendix “D”.)
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Based upon its understanding of the NFC’s business operations, the Monitor is not aware of any
material Stakeholders of NFC that do not appear on the List of Stakeholders and who would be

interested in, or materially affected by the Sale Process.

4, On the evening of January 17, 2011, the Monitor, with the assistance of the

Applicants’ management, sent the Notice by email to approximately half of the Stakeholders on
the List of Stakeholders. Management contacted certain Stakeholders directly via telephone the
following morning and the Monitor followed up those discussions with an email containing the
Notice. The remaining Stakeholders received notice by email during the course of the day on
January 18, 2012. One Stakeholder Notice email was returned undeliverable and was

successfully re-sent on January 19, 2012 at 8:30 am.

5. As of the time of the signing of this Report (being £ .20 am on January 20,
2011), the Monitor has not been contacted by any Stakeholder expressing an intention to attend

or participate in the Sale Process Hearing except for those Stakeholders noted in “Appendix F”.
GLOBE AND MAIL ADVERTISEMENT

6. Pursuant to the Sale Process as authorized by the Initial Order, the Monitor was to
publish in The Globe and Mail (National Edition) (“The Globe™”), an advertisement of the
acquisition opportunity for NFC’s businesses and assets (“Sale Ad”) for two consecutive days.
(Attached hereto as Appendix “E” is a copy of the Sale Ad from this morning’s edition of The
Globe.). Due to the advertising lead times required by The Globe, the first day that the Sale Ad
could run after the making of the Initial Order is Friday January 20, 2011. Given the desire of

the Monitor to get the Sale Ad into the public domain as quickly as possible, the Monitor has

_arranged to publish the Sale Ad in The Globe on Friday January 20 and again on Monday,

January 23 (recognizing that the Saturday Globe’s circulation and readership is a fraction of the
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weekday editions and thus far less effective), rather than delay the first day of publication of the
Sale Ad until Monday, January 23. As such, the Monitor requests the approval of this
Honourable Court, #unc pro tunc, to publish the Sales Ad in the Globe on two consecutive
business days, being Friday, January 20 and Monday, January 23, 2012, rather than two

consecutive days, as originally contemplated in the Sales Process.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 20th day of January, 2012,

FTI Consulting Canada Inc.
Monitor of New Food Classics

Loy Gaey

Name: Paul Bishop
Title:  Senior Managing Director,
FTI Consulting Canada Inc.
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APPENDIX A

INITIAL ORDER



Court File No. (y 12 -45 54.00(C.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) TUESDAY, THE 17TH DAY
)
MR. JUSTICE MORAWETZ ) OF JANUARY, 2012

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
' NFC ACQUISITION GP INC., NFC ACQUISITION CORP. AND
NFCLAND HOLDINGS CORP..

INITIAL ORDER
THIS APPLICATION, made by NFC Acquisition GP Inc., NFC Acquisition Corp. and
NFC Land Holdings Corp. (collectively, the “Applicants™), pursuant to the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA™) was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the affidavit of Brian Cram sworn January 16, 2012 (the “Cram
Affidavit™) and the Exhibits thereto, filed, and on being advised that the Bank of Montreal
(“BMO™) and TD Capital Mezzanine Partners Management Ltd. were given notice of this
application, and on reading the consent of FTI Consulting Canada Inc. (“"FTT") to act as the
Monitor (the “Monitor”), filed, and the report of FTI dated January 16, 2012 (the “Pre-Filing
Report™), in its capacity as proposed Monitor, filed,

36366-2001 13068121.6



SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.
APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicants are companies to which
the CCAA applies and that the Applicants and New Food Classics and NFC Acquisition L.P.
(together, the “Partnerships”, and together with the Applicants, the “NFC Entities”) shall enjoy

the benefits of the protections and authorizations provided by this Order.
PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that any of the NFC Entities shall have the authority to file and
may, subject to further order of this Court, file with this Court a plan or plans of compromise or

arrangement (hereinafter referred to as the “Plan™),
POSSESSION OF PROPERTY AND OPERATIONS

4, THIS COURT ORDERS that the NFC Entities shall remain in possession and control of
their current and future assets, undertakings and properties of every nature and kind whatsoever,
and wherever situate, whether real, personal, immovable or movable, inchoate or intagible,
including all proceeds thereof (the “Property”). Subject to further Order of this Court, the NIF'C
Entities shall continue to carry on.business in a manner consistent with the preservation of their
business (the “Business”) and Property. The NFC Entities shall be authorized and empowered to
continue to retain and employ the employces, consultants, agents, experts, accountants, counsel
and such other persons (coIlecfively, the “Assistanis”) cwrrently retained or employed by them,
with liberty to retain such further Assistants as they deem reasonably necessary or desirable in

the ordinary course of business or for the carrying out of the terms of this Order.

5. THIS COURT ORDERS that the NFC Entities shall be entitled to continue to utilize the
central cash management system currently in place as described in the Cram Affidavit or replace

it with another substantially similar central cash management system with BMO (the “Cash
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Management System™) and that BMO shall not be under any obligation whatsoever to inquire
into the propriety, validity or legality of any transfer, payment, collection or other action taken
under the Cash Management System, or as to the use or application by the NFC Entities of funds
transferred, paid, collected or otherwise dealt with in the Cash Management System, shall be
entitled to provide the Cash Management System without any liability in respect thereof to any
Person (as hereinafter defined) other than the NFC Entities, pursuant to the terms of the
documentation applicable to the Cash Management System, and shall be, in its capacity as
provider of the Cash Management System, an unaffected creditor under the Plan with regard to
any claims or expenses it may suffer or incur in connection with the provision of the Cash

Management System.

6. THIS COURT ORDERS that the NFC Entities shall be entitled but not required to pay

the following expenses whether incurred prior to or after this Order:

() all outstanding and future wages, salaries, employee and pension benefits, vacation
pay and expenses, and similar amounts owed to any Assistants, payable on or after
the date of this Order, in each case incurred in the ordinary course of business and

consistent with existing compensation policies and arrangements; and

b the fees and disbursements of any Assistants retained or employed by the NFC

Entities in respect of these proceedings, at their standard rates and charges.

7. THIS COURT ORDERS that, except as otherwise provided to the contrary herein, the
NFC Entities shall be entitled but not required to pay all reasonable expenses incurred by the
NFC Entitics in carrying on the Business in the ordinary course after this Order, and in carrying

out the provisions of this Order, which expenses shall include, without limitation:

(2) all expenses and capital expenditures reasonably necessary for the preservation of the
Property or the Business including, without limitation, payments on account of
insurance (including directors and officers insurance), maintenance and security

services; and

(b)  payment for goods or services actually supplied to the NFC Entities following the
date of this Order.

36366-200] 13068121.6



8.

THIS COURT ORDERS that the NFC Entities shall remiit, in accordance with legal

requirements, or pay:

(®

(b)

(c)

9.

any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in respect of
(i) employment insurance, (i) Canada Pension Plan, (iii) Qucbec Pension Plan, and

(iv) income taxes;

all goods and services or other applicable sales taxes (collectively, “Sales Taxes™)
required to be remitted by the NFC Entities in connection with the sale of goods and
services by the NFC Entities, but only where such Sales Taxes are accrued or
collected after the date of this Order, or where such Sales Taxes were accrucd or
collected prior to the date of this Order but not required to be remitted until on or

after the date of this Order, and

any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitlcd at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the Business
by the NFC Entities.

THIS COURT ORDERS that until a real property lease is disclaimed in accordance with

the CCAA, the NFC Entities shall pay all amounts constituting rent or payable as rent under real

property leases (including, for greater certainty, common area maintenance charges, utilities and

realty taxes and any other amounts payable to the landlord under the lcase) or as otherwise may

be negotiated between the NFC Entities and the landlord from time to time (“Rent”), for the

period commencing from and inciuding the date of this Order, twice-monthly in equal payments

on the first and fifteenth day of each month, in advance (but not in arrears). On the date of the

first of such payments, any Rent relating to the period commencing from and including the date
of this Order shall also be paid.
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10.  THIS COURT ORDERS that, except as specifically permitted herein, the NFC Entities
are hereby directed, until further Order of this Court; (a) to make no payments of principal,
interest thereon or otherwise on account of amounts owing by the NFC Entities to any of their
creditors as of this date; (b) to grant no security interests, trust, liens, charges or encumbrances
upon or in respect of any of their Property; and (c) to not grant credit or incur liabilities except in

the ordinary course of the Business.
RESTRUCTURING

11.  THIS COURT ORDERS that the NFC Entities shall, subject to such requirements as are
imposed by the CCAA and such covenants as may be contained in the Definitive Documents (as

hereinafter defined), have the right to:

(a) permanently or temporarily cease, downsize or shut down any of their business or
operations and to dispose of redundant or non-material assets not exceeding $100,000

in any one transaction or $1,000,000 in the aggregate;

(b)  terminate the employment of such of their employees or temporarily lay off such of

their employees as they deem appropriate; and

(©) pursue all avenues of refinancing of their Business or Property, in whole or part,

subject to prior approval of this Court being obtained before any material refinancing,

all of the foregoing to permit the NFC Entities to proceed with an orderly restructuring of the

Business (the “Restructuring”).

12. THIS COURT ORDERS that the NFC Entities shall provide each of the relevant
landlords with notice of the NFC Entities’ intention to remove any fixtures from any leased
premises at least seven (7) days prior to the date of the intended removal. The relevant landlord
shall be entitled to have a representative present in the leased premises to observe such removal
and, if the landlord disputes the NFC Entities’ entitlement to remove any such fixture under the
provisions of the lease, such fixture shall remain on the premises and shall be dealt with as
agreed between any applicable secured creditors, such landlord and the NFC Entities, or by
further Order of this Court upon application by the NFC Entities on at least two (2) days’ notice

to such landlord and any such secured creditors. If the NFC Entities disclaim the lease governing
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such leased premises in accordance with Section 32 of the CCAA, they shall not be required to
pay Rent under such lease pending resolution of any such dispute (other than Rent payable for
the notice period provided for in Section 32(5) of the CCAA), and the disclaimer of the lease
shall be without prejudice to the NFC Entities’ claim to the fixtures in dispute.

13.  THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section 32
of the CCAA, then: (a) during the notice period prior to the effective time of the disclaimer, the
landlord may show the affected leased premises to prospective tenants during normal business
hours, on giving the NFC Entities and the Monitor 24 hours' prior written notice; and (b) at the
effective time of the disclaimer, the relevant landlord shall be entitled to take possession of any
such leased premises without waiver of or prejudice to any claims or rights such landlord may
have against the NFC Entities in respect of such lease or leased premises and such landlord shall
be entitled to notify the NFC Entities of the basis on which it is taking possession and to gain
possession of and re-lease such leased premises to any third party or parties on such terms as
such landlord considers advisable, provided that nothing herein shall relieve such landlord of its

obligation to mitigate any damages claimed in connection therewith.
NO PROCEEDINGS AGAINST THE NFC ENTITIES OR THE PROPERTY

14.  THIS COURT ORDERS that until and including February 16, 2012, or such later date as
this Court may order (the “Stay Period”), no proceeding or enforcement process in any court or
tribunal (each, a “Proceeding”) shall be commenced or continued against or in respect of the
NFC Entities or the Monitor, or affecting the Business or the Property, except with the written
consent of the NFC Entities and the Monitor, or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the NFC Entities or affecting the

Business or the Property arc hereby stayed and suspended pending further Order of this Court.
NO EXERCISE OF RIGHTS OR REMEDIES

15.  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being “Persons™ and each being a “Person”) against or in respect of the
NFC Entitics or the Monitor, or affecting the Business or the Property, are hereby stayed and

suspended except with the written consent of the NFC Entities and the Monitor, or leave of this
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Court, provided that nothing in this Order shall: (a) empower the NFC Entities to carry on any
business which the NFC Entities are not lawfully entitled to carry on; (b) affect such
investigations, actions, suits or proceedings by a regulatory body as are permitted by Section
11.1 of the CCAA, (c) prevent the filing of any registration to preserve or perfect a security

interest; or (d) prevent the registration of a claim for lien.
NO INTERFERENCE WITH RIGHTS

16.  THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform or provide any right,
renewal right, contract, agreement, licence or permit in favour of or held by the NFC Entities,

except with the written consent of the NFC Entities and the Monitor, or leave of this Court.
CONTINUATION OF SERVICES AND SUPPLY

17.  THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements or arrangements, including, without limitation, by conduct, with the NI'C Entities or
statutory or regulatory mandates for the supply of goods and/or services, including without
limitation all computer software, communication and other data services, centralized banking
services, payroll services, insurance, transportation services, utility, food and food processing
safety monitoring, food storage services, facility cleaning services or other services to the
Business or the NFC Entities, are hereby restrained until [urther Order of this Court from
discontinuing, altering, interfering with or terminating the supply of such goods or services as
may be requircd by the NFC Entities, and that the NFC Entities shall be entitled to the continued
use of its current premises, telephone numbers, facsimile numbers, internet addresses and
domain names, provided in each case that the normal prices or charges for all such goods or
services received after the date of this Order are paid by the NFC Entities in accordance with
normal payment practices of the NFC Entities or such other practices as may be agreed upon by
the supplier or service provider and each of the NFC Entities and the Monitor, or as may be

ordered by this Court.
NON-DEROGATION OF RIGHTS

18.  THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person

shall be prohibited from requiring immediate payment for goods, services, use of leased or
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licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or after the date of this Order to advance or re-
advance any monics or otherwise extend any credit to the NFC Entities. Nothing in this Order

shall derogate from the rights conferred and obligations imposed by the CCAA.
PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

19.  THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.03(2) of the CCAA, no Procceding may be commenced or continued against any
of the former, current or future directors or officers of the NFC Entities with respcct to any claim
against the directors or officers that arose before, on or after the date hereof and that relates to
any obligations of the NFC Entities whereby the directors or officers arc alleged under any law
to be liable in their capacity as directors or officers for the payment or performance of such
obligations, until a compromise or arrangement in respect of the NFC Entities, if one is filed, is

sanctioned by this Court or is refused by the creditors of the NFC Entities or this Court.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

20.  THIS COURT ORDERS that the NFC Entities shall indemnify their present directors,
former directors during the sixty (60) day period prior to the date hereof and officers against
obligations and liabilities that they may incur as directors or officers of the NFC Entities aficr the
commencement of the within proceedings, including, without limitation, wages and source
deductions included therein, vacation pay, PST, GST, HST and prospective liability under
Saskatchewan legislation for pay in lieu of notice, if any, and without limiting the gcnerality of
the foregoing, against all claims, costs and expenses relating to the failure of the NFC Entities
after the date hereof to make payments of the nature referred to in paragraphs 8(a), 8(b) and 8(c)
of this Order, except to the extent that, with respect to any pr-'esent director, former director
during the sixty (60) day period prior to the date hereof or officer, the obligation or liability was

incurred as a result of such director’s or officer’s gross negligence or wilful misconduct.

21, THIS COURT ORDERS that the present directors, former directors during the sixty (60)
day period prior to the date hereof and officers of the NFC Entities shall be entitled to the benefit
of and are hereby granted a charge (the “Directors’ Charge™) on the Property, which charge shall

not exceed an aggregate amount of $3,000,000, as security for the indemnity provided in
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paragraph 20 of this Order. The Directors’ Charge shall have the priority set out in paragraphs
38 and 40 herein.

22.  THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary: (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Directors’ Charge, and (b) the NFC Entities’ directors and officers shall only be entitled to
the benefit of the Directors” Charge to the extent that they do not have coverage under any
directors’ and officers’ insurance policy, or to the extent that such coverage is insufficient to pay

amounts indemnified in accordance with paragraph 20 of this Ordcr;
APPOINTMENT OF MONITOR

23.  THIS COURT ORDERS that FTT Consulting Canada Inc. is hereby appointed pursuant
to the CCAA as the Monitor, an officer of this Court, to monitor the business and financial
affairs of the NFC Entities with the powers and obligations set out in the CCAA or set forth
herein and that the NFC Entities and their shareholders, officers, directors, and Assistants shall
advise the Monitor of all material steps taken by the NFC Entities pursuant to this Order, and
shall co-operate fully with the Monitor in the exercise of its powers and discharge of its
obligations and provide the Monitor with the assistance that is necessary to enable the Monitor to

adequately carry out the Monitor’s functions.

24,  THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and
obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the NFC Entities’ receipts and disbursements;

(b)  report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating 1o the Property, the Business, and such other matters

as may be relevant to the proceedings herein;

(c) assist the NFC Entities, to the extent reguired by the NFC Entities, in their
dissemination, to the DIP Lender and its counsel on a weekly basis or more
frequently as may be reasonably required by the DIP Lender of financial and other
information as agreed to between the NFC Entities and the DIP Lender which may be
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(d)

(e)

®

(g)

(h)

(1)

)

(k)

10

used in these proceedings including reporting on a basis to be agreed with the DIP

Lender;

advise the NFC Entities in their preparation of the NFC Entities’ cash flow statements
and reporting required by the DIP Lender, which information shall be reviewed with
the Monitor and delivered to the DIP Lender and its counsel on a periodic basis, but

not less than weekly, or as otherwise agreed to by the DIP Lender;,

advise the NFC Entities in the development of the Plan and any amendments to the

Plan;

assist the NFC Entities, to the extent required by the NFC Entities, with the holding

and administering of creditors’ or sharcholders’ meetings for voting on the Plan;

have full and complete access to the Property, including the premises, books, records,
data, including data in electronic form, and other financial documents of the NFC
Entities, to the extent that is necessary to adecuately assess the NFC Entities’

business and financial affairs or to perform its duties arising under this Order;

be at liberty to engage independent legal counsel or such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order;

hold and administer funds in connection with arrangements made among the NFC

Entities, any Person and the Monitor, or by Order of this Court;

upon the direction of the NFC Entities, remit to the applicable insurer the premium
due in respect of any director and officer insurance contemplated by the Initial CCAA
Cash Flow (as such term is defined in the DIP Agreement (as defined below), which
funds the Monitor shall hold in trust for the benefit of the NFC Entities’ directors and

officers pending its receipt of such request;

act as the sole sales agent in connection with the supervision of the Sale Process (as
defined below); and
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)] perform such other duties as are required by this Order or by this Court from time to

time.

25.  THIS COURT ORDERS that the Monitor shall not take possession of the Property and
shall take no part whatsoever in the management or supervision of the management of the
Business and shall naot, by fulfilling its obligations hercunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof.

26.  THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Aci, the Ontario Environmental Profection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the “Environmental Legislation™), provided however that nothing herein shall
exempt the Monitor from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Monitor shall not, as a result of this Order or anything done in
pursuance of the Monitor’s duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.

27.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the NFC
Entities and the DIP Lender with information provided by the NFC Entities in response to
reasonable requests for information made in writing by such creditor addressed to the Monitor.
The Monitor shall not have any responsibility or liability with respect to the information
disscminated by it pursuant to this paragraph. In the case of information that the Monitor has
been advised by the NFC Entities is confidential, the Monitor shall not provide such information
to creditors unless otherwise directed by this Court or on such terms as the Monitor and the NFC

Entities may agree.
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28.  THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall

derogate from the protections afforded the Monitor by the CCAA or any applicable legislation.

29.  THIS COURT ORDERS that the Monitor, counsel to the Monitor, counsel to the NFC
Entities and counsel to the directors and officers shall be paid their reasonable fees and
disbursements, in each case at their standard rates and charges, by the NFC Entities as part of the
costs of thesc proceedings. The NFC Entities are hereby authorized and directed to pay the
accounts of the Monitor, counsel to the Monitor, counsel to the NFC Entities and counsel to the

directors and officers on a weekly basis.

30. THIS COURT ORDERS that at the request of the NFC Entities, any party in interest, or

-this Court, the Monitor and its legal counsel shall pass their accounts from time to time, and for

this purpose the accounts of the Monitor and its legal counsel are hereby referred to a judge of

the Commercial List of the Ontario Superior Court of Justice.
ADMINISTRATION CHARGE

31. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
NFC Entities shall be entitled to the benefit of and are hereby granted a charge (the
“Administration Charge”) on the Property, which charge shall not exceed an aggregate amount
of $350,000, as security for their professional fees and disbursements incurred at the standard
rates and charges of the Monitor and such counsel, both before and after the making of this Order
in respect of these proceedings. The Administration Charge shall have the priority set out in
paragraphs 38 and 40 hereof.

DIP FINANCING

32, THIS COURT ORDERS that the NFC Entities are hereby authorized and empowered to
obtain and borrow under a credit facility from the Bank of Montreal (the “DIP Lender™) in order
to finance the NIFC Entities’ working capital requirements and other general corporate purposes
and capilal expenditures, provided that borrowings under such credit facility shall not exceed the

principal amount of $10,500,000 unless permitted by further Order of this Court.
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33. THIS COURT ORDERS THAT such credit facility shall be on the terms and subject to
the conditions set forth in the Super-Priority, Senior Secured Debtor-in-Possession Credit
Facility Letter Loan Agreement among the NFC Entities and the DIP Lender dated as of January
16, 2011 (the “DIP Agreement™), filed.

34, THIS COURT ORDERS that the NFC Entitiés arc hereby authorized and empowered to
execute and deliver such credit agreements, mortgages, charges, hypothecs and security
documents, guarantees and other definitive documents (collectively, the “Definitive
Documents™), as are contemplated by the DIP Agreement or as may be reasonably required by
the DIP Lender pursuant to the terms thereof, and the NFC Entities are hereby authorized and
directed to pay and perform all of its indebtedness, interest, fees, liabilities and obligations to the
DIP Lender under and pursuant to the DIP Agreement and the Definitive Documents as and
when the same become due and are to be performed, notwithstanding any other provision of this
Order.

35.  THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is
hereby granted a charge (the “DIP Lender’s Charge™) on the Property, which DIP Lender's
Charge shall not secure any indebtedness under existing credit facilities with the Bank of
Montreal that exists before this Order is made. The DIP Lender’s Charge shall have the priority
set out in paragraphs 38 and 40 hereof.

36.  THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lender may take such steps from time to time as it may dcem necessary or
appropriate to file, register, record or perfect the DIP Lender’s Charge or any of the

Definitive Documents;

(b)  upon the occurrence of an event of default under the Definitive Documents or the DIP
Lender’s Charge, the DIP Lender, upon three (3) days’ notice to the NFC Enitities and
the Monitor, may exercisc any and all of its rights and remedies against the NFC -

“Entitics or the Property under or pursuant to the DIP Agreement, Definitive
Documents and the DIP Lender’s Charge, including without limitation, to cease
making advances to the NFC Entities and set off and/or consolidate any amounts

owing by the DIP Lender to the NFC Entities against the obligations of the NFC

36366-2001 13068121.6
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Entities to the DIP Lender under the DIP Agreement, the Definitive Documents or the
DIP Lender’s Charge, to make demand, accelerate payment and give other notices, or
to apply to this Court for the appointment of a receiver, receiver and manager or
interim receiver, or for a bankruptcy order against the NFC Entities and for the

appointment of a trustee in bankruptcy of the NFC Entities; and

(c) the foregoing rights and remedies of the DIP Lender shall be enforceable against any
{rustee in bankruptcy, interim receiver, receiver or receiver and manager of the NFC

Entitics or the Property.

37.  THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated as
unaffected in any plan of arrangement or compromise filed by the NFC Entitics under the
CCAA, or any proposal filed by the Applicant under the Bankruptcy and Insolvency Act of

Canada (the “BIA™), with respect to any advances made under the Definitive Documents.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

38.  THIS COURT ORDERS that the priorities of the Directors’ Charge, the Administration
Charge and the DIP Lender’s Charge (collectively, the “Charges™), as among them, shall be as

follows:
First - Administration Charge (to the maximum amount of $350,000);
Second — Directors’ Charge (to the maximum amount of $3,000,000); and
Third — DIP Lender’s Charge.

39.  THIS COURT ORDERS that the filing, registration or perfection of the Charges shall not
be required, and that the Charges shall be valid and enforceable for all purposes, including as
against any right, title or interest in the Property, filed, registered, recorded or perfected
subsequent to the Charges coming into existence, notwithstanding any such failure to file,

register, record or perfect, under any statute, regulation, rule, instrument or other applicable law.

40. THIS COURT ORDERS that each of the Charges shall constitute a charge on the
Property and such Charpes shall rank ahead in priority to the existing security interests of the
Bank of Montreal and TD Capital Mezzanine Partners Management Ltd., but behind all other

36366-2001 13068121.6
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security interests, trusts, liens, charges and encumbrances, claims of sccured creditors, statutory
or otherwise (collectively, “Encumbrances™) in favour of any Persons that have not been served
with notice of this application. The NFC Entities and the Chargees (as defined below) shall be
entitled to seck priority ahead of the Encumbrances on notice to those parties likely to be

affected by such priority.

41. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the NFC Entities shall not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, any of the Charges, unless the NFC Entities
also obtain the prior written consent of the Monitor, the DIP Lender and the beneficiaries of the

Directors’ Charge and the Administration Charge, or further Order of this Court.

42.  THIS COURT ORDERS that the Charges shall not be rendered invalid or unenforceable
and the rights and remedies of the chargees entitled to the benefit of the Charges (collectively,
the “Chargees”) and/or the DIP Lender thereunder shall not otherwise be limited or impaired in
any way by: (a) the pendency of these proceedings and the declarations of insolvency made
herein; (b) any application(s) for bankruptcy order(s) issued pursuant to BIA, or any bankruptcy
order made pursuant to such applications; (¢) the filing of any assignments for the gencral benefit
of creditors made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or
(e) any negative covenants, prohibitions or other similar provisions with respect to borrowings,
incurring debt or the creation of Encumbrances, contained in any existing loan documents, lease,
sublease, offer to lease or other agreement {(collectively, an “Agrcement™) which binds the NFC

Entities, and notwithstanding any provision to the contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of the DIP Agreement or the Definitive Documents shall create or be

deemed to constitute a breach by the NFC Entities of any Agreement to which it is a

party;

(b)  none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the NFC Entities entering
into thc DIP Agreement, the creation of the Charges, or the execution, delivery or

performance of the Definitive Documents; and

36366-2001 13068121.6
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(c) the payments made by the NFC Entities pursuant to this Order, the DIP Agreement or
the Definitive Documents, and the granting of the Charges, do not and will not
constitute preferences, fraudulent conveyances, transfers at undervalue, oppressive

conduct, or other challengeable or voidable transactions under any applicable law.

43.  THIS COURT ORDERS that any Charge created by this Order over lcases of real
property in Canada shall only be a Charge in the NFC Entities’ interest in such real property

leases,
SALE PROCESS

44,  THIS COURT ORDERS that the terms and provisions of the sale process (the “Sale
Process™), as described in the Pre-Filing Report, be and they are hereby approved, and the NFC

Entities and the Monitor shall be authorized to conduct the Sale Process as contemplated therein.
SERVICE AND NOTICE

45.  THIS COURT ORDERS that the Monitor shall: (a) without delay, publish in The Globe
and Mail (National Edition) once a week for two weeks a notice containing the information
prescribed under the CCAA; and (b) within five days after the date of this Order: (i) make this
Order publicly available in the manner prescribed under the CCAA, (ii) send, together with the
NFC Entities, in the prescribed manner, a notice to every known creditor who has a claim against
the NFC Entities of more than $1,000, and (iii) prepare a list showing the names and addresses of
those creditors and the estimated amounts of those claims, and make it publicly available in the
prescribed manner, all in accordance with Section 23(1)(a) of the CCAA and the regulations

made therecunder.

46.  THIS COURT ORDERS that the NFC Entities and the Monitor be at liberty to serve this
Order, any other materials and orders in these proceedings, any notices or other correspondence,
by forwarding true copics thereof by prepaid ordinary mail, courier, personal delivery or
electronic transmission to the NFC Entities’ creditors or other interested parties at their
respective addresses as last shown on the records of the NFC Entities and that any such service
or notice by courier, personal delivery or electronic transmission shall be deemed fo be received
on the next business day following the date of forwarding thereof, or if sent by ordinary mail, on

the third business day after mailing.
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47.  THIS COURT ORDERS that the NFC Entities, the Monitor, and any party who has filed
a Notice of Appearance may serve any court materials in these proceedings by e-mailing a PDF
or other clectronic copy of such materials to counsels’ email addresses as recorded on the
Service List from time to time, and the Monitor may post a copy of any or all such materials on

its website at http://cfcanada.fticonsulting.com/nfc.
GENERAL

48.  THIS COURT ORDERS that the NFC Entities or the Monitor may from time to time

apply to this Court for advice and directions in the discharge of its powers and duties hereunder.

49.  THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptey of the NFC

Entities, the Business or the Property.

50. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or elsewhere,
to give effect to this Order and to assist the NFC Entities, the Monitor and their respective agents
in carrying out the terms of this Order. All courts, tribunals, regulatory and administrative
bodies are hereby respectfully requested to make such orders and to provide such assistance to
the NFC Entitics and to the Monitor, as an officer of this Court, as may be necessary or desirable
to give effect to this Order, to grant representative status to the Monitor in any foreign
proceeding, or to assist the NFC Entities and the Monitor and their respective agents in carrying .

out the terms of this Order,

51.  THIS COURT ORDERS that each of the NFC Entities and the Monitor be at liberty and
1s hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Monitor is authorized and empowered to act as a representative
in respect of the within proceedings for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

52.  THIS COURT ORDERS that any interested party (including the NFC Entities and the

Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days’
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notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may order.

53. THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m, Eastern Standard/Daylight Time on the date of this Order.

B 7
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APPENDIX B

ENDORSEMENT



Court File No. CV12-955400CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF NFC ACQUISITION GP INC., NFC
ACQUISITION CORP. AND
NFC LAND HOLDINGS CORP.

UNOFFICIAL TRANSCRIPTION OF THE ENDORSEMENT OF
MR. JUSTICE MORAWETZ
(JANUARY 17, 2012)

January 17, 2012

D. Bish, A. Slavens, for Applicants

B. Grey for Directors B. Cram & M. Thrashser
C. Prophet & D. Cohen for BMO

E. Lamek & C. Fell for FTI

This Application was brought, for all practical purposes, on an ex parte basis. Counsel submit
that the urgency of the situation coupled with business realities required and necessitated this
approach. For the purposes of this hearing I accept these submissions.

Having reviewed the record and hearing submissions, I am satisfied that it is appropriate to grant
the requested relief.

In arriving at this decision I have taken into account:
1. The Applicants are debtor corporations to which the CCAA applies.
2. The Applicants are insolvent and have liabilities in excess of $5 million.

3. The NFC Entities, which are comprised of the Applicants, New Food Classics (“NFC”)
and NFC Acquisition L.P. (NFC and NFC Acquisition L.P. being the “Partnerships™) are
insolvent.

4. Courts in CCAA proceedings often exercise jurisdiction to stay proceedings with respect
to partnerships and limited partnerships affiliated with one or more Applicants where it is
just and convenient to do so. In this case, I am satisfied that operations of the Applicants
are so intertwined with the Partnerships so as to justify the application of the CCAA to
the Partnerships. (Paragraph 13 of Factum).

DM _TOR/290110-00001/5381990.2C
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A stay of proceedings is necessary so as to allow the NFC Entities to maintain operations
while giving them the necessary time to effectuate the restructuring and implementation
of a sales process.

DIP Charge, Administration Charge and Directors’ and Officers’ Charge are necessary
and are granted. In granting such charges, I have considered the tests set out in the
CCAA and the facts of this case. The legal tests are set out in the factum as well as the
specific facts in this case. (See paragraphs 19 - 34).

In priority of the Directors’ Charge, the Administration Charge and the DIP Lenders’
Charge (collectively the “Charges™) is set out in the draft order starting at paragraph 38.
The Charges have priority to the security interests of BMO and TD only. (See paragraph
40).

The Applicants also request approval of a sales process. At paragraphs 108 - 111 of
Mr. Cram’s affidavit, the factual basis for embarking on an expedited sales process is set
out. Counsel to BMO emphasized the necessity of approving the sales process today -
notwithstanding the lack of notice to any party, in particular the Union. The Applicants
also stress the need for the requested approval of the sales process at this time. In the
circumstances and recognizing the terms and conditions being put forth by BMO for its
support, I have been persuaded that the sales process should be approved at this time.
However, in order to accommodate the possibility that other parties may have differing
views on the issue, the approval of the sales process is being granted on the express
understanding that the Applicants will forthwith contact parties with significant interest
in this matter and advise them that a further hearing will be held on Friday January 20,
2012, (1 1/2 hours) at which time the approval of its sales process can be reviewed and
reconsidered, if necessary. This hearing is not intended to be an all encompassing
comeback hearing. It will focus on the sales process. Applicants to ensure that all unions
are to be made aware of this hearing.

I have also noted that the NFC Entities are headquartered in Burlington and as such are
properly before this court. In addition the required documents (see s. 10 of CCAA) have
been filed with the Application, as well as the consent of FTI Consulting Canada Inc., as
proposed monitor. In the result, CCAA protection is granted.

Order has been signed in the form presented.

Morawetz J.
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APPENDIX C
NOTICE TO STAKEHOLDERS



This email is being sent on behalf of Brian Cram, Chief Executive Officer of New Food
Classics.

On Tuesday, January 17, 2012, New Food Classics and certain of its affiliated entities
(collectively, “NFC”) commenced restructuring proceedings under the Companies’ Creditors
Arrangement Act (“CCAA™), and an Initial CCAA Order in respect of NFC was granted by
Justice Morawetz of the Ontario Superior Court of Justice (the “Court”). A copy of the Initial
CCAA Order and the Court’s Endorsement can be found on the following website:
http://cfcanada. fticonsulting.com/nfc/courtOrders.htm. These materials and further information
concerning NFC’s CCAA proceedings can be found at the following website:
http://cfcanada.fticonsulting.com/nfc/

The Initial CCAA Order provided for, among other things:
1) commencement of the CCAA proceedings;

(ii)  a broad stay of all proceedings against NFC and its property or business
and its directors and officers;

(iii)  provision for the continuation of services and supply of goods and services
to NFC during the CCAA proceedings;

(iv)  appointment of FTI Consulting Canada Inc. as the Court-appointed
Monitor of NFC is the CCAA proceedings (the “Monitor™);

(v)  Court approval of certain super-priority charges; and

(vi)  Court approval of debtor-in-possession financing to be provided to NFC
by Bank of Montreal.

In addition, the Initial CCAA Order included the conditional approval of a sale process to be
commenced immediately by NFC, as set out in the Court’s Endorsement (please refer to link
above). A description of the sale process is set out in the Pre-Filing Report of FTI Consulting
Canada Inc., in its capacity as the proposed Monitor, a copy of which is can be found on the
following website: http://cfcanada.fticonsulting.com/nfc/docs/Pre-
Filing%20Report%20t0%20the%20Court.pdf (see paragraphs 36 through 37 in particular). The
Court instructed that NFC contact parties with significant interests in this matter to advise them
of the conditional approval of the sale process and of the opportunity to communicate their views
on the sale process at a subsequent hearing before the Court. Please be advised that a hearing is
scheduled for Friday, January 20, 2012, at 10:00 a.m. at the Court (330 University Avenue,
Toronto, Ontario), for the limited purpose of considering the views of parties with a significant
interest_in this matter concerning the sale process.

If you wish to take a position with respect to the sale process, you should attend at this hearing.
In order to manage this process, we would also ask that you provide us with advance notice of
your intention to attend at the hearing.

DM_TOR/290110-00001/5381990.2C
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If you have questions with respect to the sale process or the pending Court hearing, please
contact the undersigned or the Monitor (416-649-8097 or Email: nfe@fticonsulting.com).

Brian Cram
Chief Executive Officer of New Food Classics

DM_TOR/290110-00001/5381990.2C



DM_TOR/290110-00001/5381990.2C

APPENDIX D

LIST OF STAKEHOLDERS



List of Stakeholders

Companies Contacted

Loblaws

WESTCO MULTITEMP DISTRIBUTION CENTRES IN
MWS SOLUTIONS {NC

K-DAC EXPEDITE

KERRY SAVORY - CANADA

BOEHMER BOX CORPORATION

PRAIRIE HERITAGE PRODUCERS INC.

SECURITAS CANADA LIMITED

CHISHOLM LIMITED

CANADIAN CONTRACT CLEANING SPECIALISTS
ROCK TENN CONTAINER CANADA LP

United Food and Commercial Workers Union Local 1400
United Food and Commercial Workers Union Local 175
Ron Kovitz

SUNRISE POULTRY PROCESSQORS LTD

5 Guys

FEDERATED COOP LTD

Sysco

Boston Pizza

Edo

Keg Brands

Pintys

MILLARD REFRIGERATED SERVICES

Nicolas Crosby
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17-Jan-12
17-Jan-12
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17-Jan-12
18-Jan-12
18-Jan-12
17-Jan-12
18-Jan-12
18-Jan-12
18-Jan-12
18-Jan-12
18-Jan-12
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18-Jan-12
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APPENDIX E

SALE ADVERTISEMENT



OPPORTUNITY TO PURCHASE PROCESSOR OF VALUE-ADDED PROTEIN

New Food Classics (“NFC”) is a Canadian leader in private label value-added ground and
formed meats with an estimated 40% market share of the frozen burgers sold in Canadian
grocery stores. NFC’s primary product line consists of frozen beef burgers; however, NFC has
also expanded into various other protein categories and has begun to develop a selection of
cooked products and specialty appetizers.

NFC processes value-added meat and other meat-related products at its manufacturing
facilities in Saskatoon, Saskatchewan, and St. Catharines, Ontario. The Saskatoon facility
primarily produces ground and formed meats and steaking products and is one of the largest and
most advanced burger plants in Canada, operating four production lines. The St. Catharines
facility is the newer of the two facilities and produces cooked and value-added products. The
corporate Head office is located in Burlington, Ontario. NFC also owns its two former
manufacturing facilities in Calgary, Alberta, which are also being offered for sale as part of this
sales process.

On January 17, 2012 NFC sought and obtained from the Ontario Superior Court of
Justice (Commercial List) an Initial Order under the Companies’ Creditors Arrangement Act,
R.S.C. 1985, c. C-36, as amended, pursuant to which NFC’s businesses and assets are being
offered for sale. Interested parties are asked to submit non-binding expressions of interest,
including a proposed purchase price or prices on or before January 30, 2012. A copy of all public
information concerning the Sales Transaction Process can be found on the following website:
hitp://cfecanada.fliconsulting.com/nfc. For further details please contact Jamie Engen at 416-649-
8097 or nfcsalesprocess@fticonsulting.com.
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APPENDIX F
LIST OF ATTENDEES WHO PROVIDED NOTICE IN RESPECT OF THE HEARING
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List of Attendees Who Provided Notice in Respect of the Friday, January 20, 2012 Appearance in Court

Names of Attendees Company Name
1 Kevin Cooper (VP of Finance) and Scott Leis (Sales Rep) K-DAC
2 MWS and their legal counsel MWS & Berkow Cohen
3 Adam Peaker & colleague HOLCAN Investments
4, Ron Younrzs Dovgnes Con Yowiz.
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