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INTRODUCTION

1. By Order of this Honourable Court dated March 23, 2010 (*'the Initial Order"), Nelson
Financial Group Ltd. ("Nelson" or "the Applicant™) obtained protection from iis
creditors pursuant to the Companies' Creditors Arrangement Act, R.8.C. 1985, ¢. C-36,
as amended ("the CCAA'). A copy of the Initial Order is attached hereto as Exhibit
AN,

2. Pursuant to the Initial Order, A. John Page-& Associates Inc, was appointed as monitor of
the Applicant ("'the Monitor'"). Pursuant to the Initial Order, all proceedings against the
Applicant were stayed until April 22, 2010, or such later date as this Honourable Court

may order.

3. By Order of this Honourable Court dated April 22, 2010, the stay of proceedings was
extended from April 22, 2010 to and including April 30, 2010.

4. By Order of this Honourable Court dated April 30, 2010, the stay of proceedings was
extended from April 30, 2010 to and including June 7, 2010. The First Report of the
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Monitor dated April 15, 2010 (*'the First Report") was also approved:

By Order of this Honourable Court dated June 4, 2010, the stay of proceedings was
extended from June 7, 2010 to and including June 15, 2010. The Second Report of the
Monitor dated June 2, 2010 ("'the Second Report") was also approved.

By Order of this Honourable Court dated June 15, 2010, the stay of proceedings was
extended from June 15, 2010 to and including July 30, 2010. The Third Report of the
Monitor dated June 11, 2010 (**the Third Report") was also approved.

By Order of this Honourable Court dated July 7, 2010, the Fourth Report of the Monitor
dated July 2, 2010 (*'the Fourth Repert") was approved.

By Order of this Honourable Court dated July 27, 2010, the stay of proceedings was
extended from July 30, 2010 to and including October 1, 2010. The Fifth Report of the
Monitor dated July 21, 2010 (“the Fifth Report”) and the Supplemental to Fifth Report
dated July 23, 2010 (“the Supplemental to Fifth Report”) were also approved.

By Order of this Honourable Court dated August 27, 2010, the Sixth Report of the
Monitor dated August 23, 2010 (the “Sixth Report”) was approved.

The Monitor has filed the Seventh Report of the Monitor dated September 13, 2010 (“the
Seventh Report), the Supplemental to Seventh Report dated September 17, 2010 (*“the
Supplemental to Seventh Report”) and the Second Supplemental to Seventh Report
dated October 14, 2010 (“the Second Supplemental to Seventh Report”) with this
Honourable Court. These Reports were prepared in connection with the Preferred
Sharcholder Motion (as defined herein).

By Order of this Honourable Court dated October 1, 2010, the stay of proceedings was
extended from October 1, 2010 to and inchuding November 15, 2010. The Eighth Report
of the Monitor dated September 28, 2010 (“the Eighth Report™) was also approved.
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By Order of this Honourable Court dated November 12, 2010, the stay of proceedings
was extended from November 15, 2010 to and including December 3, 2010.

A. John Page & Associates Inc. also prepared a report dated March 22, 2010 in its
capacity as proposed monitor ("the Pre Filing Report").

NOTICE TO READER

14,

15.

16.

In preparing this Report (as defined herein) and making the comments contained in the
Report, the Monitor has been provided with and has relied upon unaudited financial
information, information from the Applicant’s books and records and financial
information prepared by the Applicant and its advisors. In addition the Monitor has held
discussions with management of the Applicant and has relied upon the information
conveyed in those discussions. The Monitor has not audited, reviewed or otherwise
attempted to verify the accuracy and completeness of any of the information obtained
and, accordingly, expresses no opinion or other form of assurance in respect of the
information contained in this Report. Some of the information referred to in this Report
consists of forecasts and projections. An examination or review of the financial forecast
and projections, as outlined in the Canadian Institute of Chartered Accountants
Handbook, has not been performed. Future oriented financial information referred to or
relied upon in this Report was based on management’s estimates and assumptions.
Readers are cautioned that, since such information is based on assumptions about future
events and conditions that are not ascertainable, the actual results will vary from the

forecasts and projections and the variations may be material,

Unless otherwise stated, all monetary amounts referred to in this Report are expressed in

Canadian dollars.

All capitalized terms used herein and not otherwise defined are as defined in the Eighth

Report.
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PURPOSE OF THE REPORT

17.

This is the Ninth Report of the Monitor in this proceeding (“the Report®). The purpose

of the Report is to provide information to this Honourable Court on the activities of the

Applicant and the Monitor since September 28, 2010, including, without limitation, the

following:

(a)  the status of the Preferred Shareholder Motion (as defined herein);

(b)  the request for a change in the management of the Applicant;

(c)  the request for the Court appointment of Sherry Townsend (“Townsend”) as
Interim Operating Officer (“100”) of the Applicant and the expansion of the
Monitor’s powers;

(d)  the development of a restructuring plan and the implerentation thereof;

()  potential purchasers of the Applicant’s assets;

§3) the Mandate of the Representative Counsel (each as defined herein) and its
professional fees;

(g)  other professional fees;

(h)  the receipts and disbursements of the Applicant for the period from September 11,
2010 to October 29, 2010, including budget to actual variance analysis;

(i) the Applicant’s operations and employees;

G) the Monitor’s dealings with individual investors;

9

the Monitor’s review of preference and undervalue transactions;



q)) the status of the Claims Procedure (as defined herein);
(m)  the status of the OSC Proceedings (as defined herein); and

(n) the transfer of funds to the Monitor.

THE STATUS OF THE PREFERRED SHAREHOLDER MOTION

18.

19.

20.

As outlined in the Seventh Report, pursnant to the Order of the Honourable Madam
Justice Pepall dated August 27, 2010 (“the August 27 Order™), this Honourable Court,
among other things, authorized and directed Douglas Turner, Q.C., in his capacity as the
representative counsel (“the Representative Counsel”) of the holders of promissory
notes issued by the Applicant (“the Noteholders®), to bring a motion for an Order that
all claims and potential claims of the holders of preferred shares issued by the Applicant
(“the Preferred Sharcholders”) relating directly or.indirectly to the ownership,
purchase or sale of such preferred shares are “equity claims” within the meaning of the
CCAA and that the Preferred Shareholders are to constitute a separate class in any plan of
arrangement, are not entitled to vote at any meeting of creditors and that such claims shall
not participate in any distribution by the Applicant to its creditors pursuant to any plan of
compromise or arrangement in this proceeding until all creditors of the Applicant have
been paid in full (*the Preferred Sharecholder Motion®), Attached hereto as Exhibit
“B” is a copy of the August 27 Order.

As outlined in the Eighth Report, pursuant to the Order of the Honourable Mr. Justice
Cumming dated September 23, 2010, the Preferred Shareholder Motion was adjourned to
October 18, 2010 for 3 hours and October 19, 2010 for 3 hours.

On October 13, 2010, the law firm Templeman Menninga LLP contacted the Monitor’s
legal counsel to advise that it had been retained by Clifford Styles, Jackie Styles and
Playle Investments Ltd.,, who are Preferred Shareholders, to oppose the Preferred
Shareholder Motion.
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21.  The Preferred Shareholder Motion proceeded as scheduled on October 18 and 19, 2010.
Approximately 15 Preferred Shareholders attended the Preferred Shareholder Motion
and, in addition to Templeman Menninga LLP, 8 Preferred Sharcholders made

submissions to this Honourable Court opposing the Preferred Shareholder Motion.
22. This Honourable Court has reserved its decision on the Preferred Shareholder Motion.
THE REQUEST FOR A CHANGE IN THE MANAGEMENT OF THE APPLICANT

23.  On or about mid-October, 2010, Marc Boutet (“Boutet™), in his capacity as the sole
director, officer and common shareholder of the Applicant, the Representative Counsel
and Richard B. Jones, in his capacity as special counsel to the Representative Counsel
(“the Special Counsel®), began lengthy negotiations regarding the ongoing governance
or management of Nelson. In particular, the parties began negotiating the terms upon
which Boutet would resign as a director and officer of the Applicant and appoint

Townsend as 10O to assume responsibility for the operations of the Applicant.

24.  On or about November 3, 2010, the Representative Counsel served its First Report (“the
Representative Counsel First Report”), which sets out in detail, among other things,
the Representative Counsel’s activities and reasons for requesting a change in

management of the Applicant.

25. On or about November 4, 2010, the Representative Counsel served and filed its Notice of
Motion for the removal of Boutet as a director of the Applicant and the appointment of
Townsend as a Court officer. This motion was scheduled to be heard on December 1,
2010.

26.  On or about November 10, 2010, the parties successfully concluded their negotiations
and executed certain Heads of Agreement on or about November 12, 2010 (“the Heads
of Agreement”) pursuant to which the parties agreed on the following terms, all of which

are subject to this Honourable Court’s approval:

(a) as the sole director of the Applicant, Boutet will approve a resolution satisfactory

to the Representative Counsel and the Monitor appointing Townsend as the IOO
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of the Applicant on terms approved by this Honourable Court;

Boutet will tender to the Applicant for cancellation all of the shares in its common
stock held by him or entities associated with him. As the Applicant’s sole
director, Boutet shall approve and consent to a resolution accepting such

surrender and cancellation;

immediately after (a) and (b) above, Boutet will resign as a director, officer and

employee of the Applicant;

Boutet and any corporation associated with him, including, without limitation,
Nelson Investment Group Ltd. (*NIGL”) and Nelson Mortgage Group Inc.
{“NMGI”), will surrender and release all of their claims against the Applicant
other than the claims of Paladin Holdings under existing lease arrangements for
the office premises of the Applicant and the claims of Boutet for wages due to
him;

the Applicant shall agree to propose, or to support if proposed by a creditor or
other person, a plan of compromise or arrangement, which includes a release of
claims against Boutet in his capacity as a director of the Applicant as can be

compromised pursuant to Sections 5.1(1) and (2) of the CCAA;

the employment of Stephanie Lockman Scbol (“Sobol”) will be continued by the
Applicant for a period of 6 months (“the Temporary Employment Nofice”) on
the basis that the Temporary Employment Notice shall constitute working notice.
Sobol will report to and be subject to the direction of the IOO. Scbol shall be
granted a bonus in the amount of two months’ salary in the event that she

performs for 5 months of the Temporary Employment Term;

the Applicant will provide 2 full and final general release in favour of Sobol of

any claims which the Monitor and the Representative Counsel have knowledge of
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and are referred to in the reports of the Monitor in these proceedings to the date of

execution of the Heads of Agreement;

the Applicant will provide a full and final general release in favour of Boutet and
NMGI of any and all claims which the Applicant may have against either of them,
including, without limitation, any claims that could be asserted pursuant to
Section 130 of the Business Corporations Act, R.S.0. 1990, ¢. B.16, as amended
(“the OBCA”) in respect of Boutet’s acts as a director to approve or consent to
the payment of any dividends or the redemption of any preferred shares of the

Applicant;

the Monitor and the Representative Counsel shall advise the Ontario Securities
Commission (“the OSC”) that the steps taken by Boutet pursuant to the Heads of
Agreement constitute a material contribution to the unsecured creditors and the .
Noteholders of the Applicant and that they do not object to a setflement of the
OSC Proceedings (as defined herein) substantially on the terms outlined in the
proposal presented by Boutet to the OSC on October 18, 2010; and

in accordance with the Applicant’s General By-law, the Applicant shall pay to
Gowling Lafleur Henderson LLP {(“Gowlings”) the amount of $90,000 towards
Boutet’s and Sobol’s costs of defending the OSC Proceedings (as defined herein)

and Gowlings shall return any unused portion of this amount to the Applicant.

Attached hereto as Exhibit “C” is a copy of the executed Heads of Agreement.

As noted later, the Monitor has been undertaking a review of the books and records of the

Applicant in order to, in part, identify any preference transactions or transactions at

undervalue. As part of that review, the Monitor has attempted to identify and quantify

any material transactions that would be released pursuant to the terms of the Heads of

Agreement.
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Pursuant to the Hea‘ds of Agreement, Boutet and NMGI will be granted a release by the
Applicant of any and all claims that could be asserted against Boutet, including, without
limitation, any claims that could be asserted pursuant to Section 130 of the OBCA.
Pursuant to Section 130 of the OBCA, the Applicant may have a claim in respect of
Boutet’s acts as a director to approve the payment of dividends, the redemption of
preferred shares and the payment of commissions while the Applicant was arguably

insolvent,

To date, the Monitor has found that the Applicant paid the following dividends on

preferred shares:

August 1, 2009 ~ March 23, 2010 $995,694
Year Ended July 31, 2009 1,330,714
Year Ended July 31, 2008 727,637
Year Ended July 31, 2007 42,520

$3,096,565

In the one year prior to the March 23, 2010 CCAA filing date, the Applicant paid dividends
on preferred shares in the total amount of $1,635,512.

To date, the Monitor has found that the Applicant paid the following amounts to redeem

preferred shares:
August 1, 2009 - March 23, 2010 $904,202
Year Ended July 31, 2009 755,456
Year Ended July 31, 2008 172,259
Year Ended July 31, 2007 4]
$1,812,667

In the one year prior to the March 23, 2010 CCAA filing date, the Applicant paid $1,207,536
to redeem preferred shares.
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The Monitor has found that, in recent years, the Applicant did not pay Boutet a salary.
Instead, the Applicant paid commissions to its sister company, NIGL, for its role in
selling securities of the Applicant to investors. In turn, NIGL paid salaries to Boutet and
other employees. The Monitor understands that Boutet is the sole director, officer and
shareholder of NIGL. The total amounts charged to Nelson by NIGL and paid to NIGL

by Nelson were as follows:

Year Ended Amounts charged to Amounts paid to NIGL
Nelson

March 23, 2010 $1,103,806 $o11,721

March 23, 2009 1,585,230 1,585,230

March 23, 2008 823,062 823,962

March 23, 2007 68,497 68,497

Total $3,581,584 $3,389,409

The Heads of Agreement does not release any claim the Applicant may have against
NIGL. However, pursuant to the Claims Procedure (as defined herein}, NIGL has filed a
secured claim against Nelson in the amount of $167,317.64 on account of unpaid
commissions owing to it. Pursuant to the Heads of Agreement, this secured claim is

being released as against the Applicant.

Boutet holds promissory notes issued by the Applicant. Boutet received interest on these
promissory notes at the rate of 13% per annum, which is 1% higher than the rate received
by most of the Noteholders. A few Noteholders did receive interest at a rate in excess of
13% per annum. Pursuant to the Claims Procedure (as defined herein), Boutet has a
claim against Nelson on account of his promissory notes in the amount of $263,655.70.

Pursuant to the Heads of Agreement, this claim is being released as against the Applicant.

Pursuant to the Heads of Agreement, the Monitor and the Representative Counsel are
required to advise the OSC that the surrender and release of Boutet’s claim on account of
his promissory notes and NIGL’s secured claim for unpaid commissions constitutes a

material contribution to the creditors of the Applicant.
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The Monitor has found that Boutet received reimbursement for business expenses,
usually through the use of a corporate credit card. The Monitor has performed a high
level review of the Applicant’s expenditures in the twelve months prior to the CCAA
filing date and has not identified any major expenditures that were charged to the
Applicant but were for the personal benefit of either Boutet or Sobol.

In the three years prior to the March 23, 2010 CCAA filing date, the Monitor has found that
Boutet received no dividends on his common shares in the Applicant.

The circumstances through which another ordinary shareholder, David Baker (“Baker”),
ceased to have an interest in the Applicant in or about 2007 are still being reviewed by
the Monitor. However, the Monitor has determined that Baker and related parties
received a total of $456,666 from the Applicant in July and August 2007 pursuant to an
agreement by which, among other things, Baker’s and related parties’ common shares in

Nelson were cancelled.

Sobol was paid a salary by the Applicant. The Monitor is of the view that Sobol’s salary
is not unreasonable. In addition, Sobol holds promissory notes issued by the Applicant in

the amount of $31,250.91 and received interest thereon at a rate of 14% per annum.

Based on the Monitor’s review, neither Boutet nor Sobol redeemed any of their
Yy

promissory notes in the twelve months prior to the CCAA filing date.

In addition, the Heads of Agreement also provides for a third party release in favour of
Boutet in his capacity as a director of the Applicant for those claims that may be
compromised pursuant to Sections 5.1(1) and (2) of the CCAA. This release would be
included in any plan of compromise or arrangement proposed in these proceedings and
would only be effective if such plan was ultimately approved by the creditors and this
Honourable Court. Furthermore, this third party release would only release those claims

that are permitted to be compromised pursuant to the CCAA. Section 5.1(2) of the
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CCAA does not permit for the compromise of claims against directors where those
claims, among others, are based on allegations of misrepresentation made by directors to

creditors or of wrongful or oppressive conduct by directors.

As outlined in the Third Report, the Applicant’s General By-law requires that the
Applicant indemnify its officers and directors and their legal representatives against all
costs incurred in defending administrative proceedings, and, accordingly, the Applicant
has been funding Boutet’s and Sobol’s costs of defending the OSC Proceedings.
Aftached hereto as Exhibit “D” is a copy of the Applicant’s General By-law.

Given the indemnity requirement under the Applicant’s General By-law and the
professional costs and delays that would be incurred in a non-consensual resolution of the
ongoing management of Nelson, including a possible non-consensual resolution of the
unsecured claim of Boutet and the secured claim of NIGL against the Applicant, the
Monitor is of the view that the payment by the Applicant of Bountet’s and Sobol’s costs of

defending the OSC Proceedings is not unreasonable,

Given the benefits to the stakeholders of a prompt consensual hand over of management
to Townsend and a settlement of the claims of Boutet and NIGL against the Applicant,

the Monitor recommends the approval of the Heads of Agreement,

THE APPOINTMENT OF AN INTERIM OPERATING OFFICER AND EXPANSION
OF THE MONITOR’S POWERS

45,

46.

Pursuant to the Heads of Agreement, the Applicant, Boutct, the Monitor and the
Representative Counsel have agreed to seck this Honourable Cowrt’s appointment of
Townsend as IOO. In addition, these parties have agreed to expand the Monitor’s powers

in connection with these proceedings.

The Monitor, the Monitor’s legal counsel, the Representative Counsel, the Special

Counsel and the proposed I00 have had several meetings and discussions to discuss the
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division of duties between the I0Q and the Monitor.

On or about November 12, 2010, the Representative Counsel served its Notice of Motion
requesting, among other things, this Honourable Court’s approval of the Heads of
Agreement, the appointment of Townsend as 100, the expansion of the Monitor’s powers
and the expansion of the Representative Counsel’s Mandate (as defined herein). This
Notice of Motion effectively replaced the Representative Counsel’s Notice of Motion
dated November 4, 2010,

While the Monitor recommends the approval of the Heads of Agreement, the
appointment of Townsend as 10O, the expansion of the Monitor’s powers and some
expansion of the Representative Counsel’s Mandate (all as set out below), at this time,
the Monitor is continuing to work with the proposed 100 and the Representative Counsel
on the division of duties between these parties. The Monitor is of the view that the
appointment of the I00, the expansion of the Monitor’s powers and the expansion of the

Representative Counsel’s Mandate should be on the terms described herein.

Generally, the IOO’s role would include supervising and managing the operations of the
Applicant subject to the supervision of the Monitor and subject to Sobol continuing her
employment during the period of the Temporary Employment Notice as set out in the
Heads of Agreement. Also, the IOO would assist the Monitor with the restructuring of
the Applicant and would have the authority to source new customers for vendor
financing, With respect to the restructuring, the proposed IOO wishes to engage a
consultant on behalf of the Applicant to assist in assessing strategic plan options available
to the Applicant. Information on the proposed I00’s engagement of a consultant is
addressed below.

Generally, the Monitor’s expanded role would include taking over the restructuring
activities of the Applicant and proposing a plan of compromise or arrangement o the

Applicant’s stakeholders in consultation with the IQO.
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Pursuant to the Heads of Agreement, Sobol’s employment would continue for a period of
6 months. The Monitor is of the view that, currently, Sobol is managing the operations of
the Applicant and that her continued role is essential to keep operations stable while the
Monitor, in consultation with the proposed 10O, would focus on developing a
restructuring plan in these proceedings. While the Heads of Agreement provides Sobol
with working notice for a period of 6 months, the Monitor anticipates that the proposed
I00 may wish to continue to employ Sobol beyond the 6-month period.

The Monitor has met with the proposed 100, the Representative Counsel and the Special
Counsel. All are of the view that, if the IOO is appointed and the Monitor’s powers are
expanded, the immediate strategy would be to maintain stable operations while preparing

a plan to propose to the Applicant’s stakeholders without delay.

At this time, the Monitor anticipates that it will be able to propose a plan of compromise
or arrangement to the stakeholders early in the new year and that, if approved, the plan
would be implemented and the Applicant would emerge from CCAA protection in the
spring of 2011.

The Monitor has been in discussions with Townsend regarding her proposed appoiniment
as I00. The Monitor is of the view that Townsend is a knowledgeable business person
who, under the supervision of the Monitor, is capable of supervising the Applicant’s
operations and assisting in the restructuring. Attached hereto as Exhibit “E” is a copy of

Townsend’s resume.

Furthermore, Townsend has become very familiar with these proceedings and the issues
that have been raised to date as she is a member of the Noteholder Committee, which is a
committee of four Noteholders that was established by the Representative Counsel
subsequent to its appointment. Townsend and her family members hold promissory notes

issued by the Applicant in the aggregate amount of $892,986.83.

The Monitor recommends that this Honourable Court approve the Heads of Agreement
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and appoint Townsend as IOO in accordance with the terms of a draft Order to be settled

for the following reasons:

(a)  the parties have agreed to transfer the supervision and management of the

operations of the Applicant to Townsend,;

(b)  the Monitor is of the view that the Representative Counsel, the Special Counsel
and the Noteholder Committee have confidence in Townsend’s ability to
supervise and manage the operations of the Applicant under the superviston of the

Monitor;

(c)  based on the Monitor’s meetings and discussions with Townsend and the
Monitor’s review of Townsend’s qualifications, the Monitor is of the view that
Townsend is capable of supervising and managing the operations of the Applicant
under the supervision of the Monitor and assisting the Monitor with the

restructuring; and

(d)  based on the Monitor’s meetings and discussions with Townsend, the Monitor is

of the view that Townsend is committed to restructuring the Applicant.

The Monitor recommends that this Honourable Court expand the powers of the Monitor

in accordance with the terms of a draft Order to be settled for the following reasons:

(a}  the Monitor owes a duty to all stakeholders of the Applicant;

(b)  the Monitor has the requisite understanding and knowledge of the business and
affairs of the Applicant to propose an appropriate plan of compromise or

arrangement;

(¢) to date, the Monitor has been working with the Applicant to develop an

appropriate restructuring plan and has already developed the models required to
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make the necessary financial projections and has already developed an outline of

the plan on the terms described in the Monitor’s previous Reports;
(d)  the Monitor has developed a good working relationship with Townsend; and

(¢}  the Monitor and its legal counsel have the requisite expertise in restructuring

matters to propose a restructuring plan. in these proceedings.

THE I00’S ENGAGEMENT OF CONSULTANTS

58.

59.

60.

61.

The Monitor understands that, if appointed, the IOO wishes to retain a consultant on
behalf of the Applicant to assist in assessing strategic plan options available to the

Applicant.
The consultant is Avanzare Inc, (“Avanzare”). Avanzare is a management consultancy
firm that specializes in corporate strategy, organizational design and process

development,

The principal of Avanzare is Ian Townsend. Mr. Townsend is Townsend’s husband’s

cousin.

Avanzare’s objective would be, building on the work done by the Monitor, to further and
more extensively evaluate Nelson’s strategic options. These strategic options would
include:

(@)  continuing as an ongoing concern;

(by asalejor

(c) dissolution.
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In addition, Avanzare would review Nelson’s business practices to identify risk and
recommend remedial actions that might be adopted to reduce those risks. Attached
hereto as Exhibit “F” is a copy of the consulting project terms of reference dated
November 11, 2010 (“the Consultancy Agreement”).

As noted in the Consultancy Agreement, Avanzare would bring a consulting team of

individuals with extensive experience in the consumer credit sector to the assignment.

Pursuant to the Consultancy Agreement, the cost of the consultant to evaluate strategic
plan options is $14,000 plus taxes and expenses. If the IOO and the Monitor desire, the
consultant may also implement a second phase of the project which would include
implementing some of the remedial actions recommended to reduce risk, including
updating the Applicant’s computer software system. The second phase would cost
$61,000 (consultancy fees of $26,000 and software upgrade of $35,000) plus taxes and

CXpenses.

On or about May/June, 2010, the Monitor completed a viability review, a loan portfolio
review and a liquidation analysis with respect to the Applicant based upon its historical
business activity and its loan portfolio as at March 31, 2010. The Monitor’s analyses are
attached as Exhibits to the Monitor’s previous Reports filed with this Honourable Court.

The Monitor’s analyses contained a number of assumptions and raised a number of
questions about the Applicant’s business prospects that were beyond the scope of the
review undertaken by the Monitor. The purpose of retaining the consultant is not to
reassess the Monitor’s analyses but to enhance them based on the recent changes to the
Applicant’s business including, without limitation, the shorter term lending and the drop
in lending,

Based on the foregoing, the Monitor recommends that this Honourable Court grant the
I0O0 the authority to engage Avanzare on behalf of the Applicant.
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THE DEVELOPMENT OF A RESTRUCTURING PLAN AND THE
IMPLEMENTATION THEREOF

68.

69.

70.

71.

72.

As advised in the Fifth Report and the Eighth Report, the Monitor has been working
closely with the Applicant to develop a restructuring plan.

Pursuant to the Eighth Report, the Monitor advised that it understood that the Applicant
was close to finalizing a first draft of a restructuring plan that would provide creditors
with various options, including receiving a cash payment of approximately 25% of the
amount of their claim within a few months of plan acceptance. Other options would
include continuing to invest in Nelson and receiving new promissory notes with a face
value of approximately 50% of the creditor’s claim. The draft plan would also enable
investors to maximize their tax losses for the taxation year. Preferred Sharcholders

would have their existing preferred shares cancelled and they would then be able to either

- immediately claim a tax loss on their investment or be given a new form of preferred

* shares with rights to be determined.

Given the negotiations between the parties regarding the removal of Boutet as a director
of the Applicant and the appointment of Townsend as IOO and given the need for the
Preferred Shareholder Motion, the Applicant did not finalize its plan.

As outlined above, if this Honourable Court approves the expansion of the Monitor’s
powers, then the role of the Monitor would be to take over the restructuring activities of
the Applicant and to complete and propose a plan, in consultation with the proposed 100,

without delay.

Whether the Monitor would propose a plan that would be similar in concept to the one
previously being prepared by the Applicant would depend on, among other things, the

findings of Avanzare and the Monitor’s and the IO0’s assessment of those findings.
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POTENTIAL PURCHASERS

73.

74.

75.

In late Spring of 2010, the Applicant, in consultation with the Monitor, had been
canvassing the market for reasonably priced external funding but without success. Given
this, the Applicant began developing a restructuring plan that did not require external
funding.

The Monitor understands that, on or about June 2010, a representative of a mergers and
acquisition company (“the M&A Company™) contacted the Applicant on behalf of a
Vancouver-based client (“the Potential Purchaser”) and expressed an interest in
“potentially investing” in the Applicant. The M&A Company then contacted the Monitor
in early July 2010. The Monitor discussed this enquiry with the Applicant.

While the precise nature of the Potential Purchaser’s interest in the Applicant was unclear
at that time, both the Applicant and the Monitor were of the view that the Potential
Purchaser was likely to make an offer to purchase assets or purchase partial or total
control of the Applicant rather than make an offer to provide passive funding. The
Applicant indicated that it was not interested in pursuing this enquiry at that time. The

Monitor agreed with the Applicant’s position for the following reasons:

(a)  the Applicant was, as noted earlier, in the process of developing a restructuring
plan that did not call for external funding;

(b) the M&A Company was requesting a significant amount of proprietary
information on the Applicant, its business and its business practices. A significant
amount of time would have been required to adequately respond to these requests,

which would have turned the Applicant’s focus away from the restructuring plan;

(c)  the Applicant had concerns over the disclosure of valuable information to a third

party potential competitor; and
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(d) it was most unlikely that any potential purchaser would make an offer for the
Applicant’s business and loan portfolio that was more atiractive than what the

creditors would receive from an orderly wind down of the business.

The Monitor was of the view that, if, subsequently, the Applicant wished to consider
third party offers to purchase the Applicant’s assets or “invest” in the Applicant, then it
could do so with a proper, Court-approved sales process having regard to Section 36 of
the CCAA and the provisions of the Canadian Association of Insolvency and
Restructuring Professionals Standard of Professional Practice 09-4 “Sale or Disposition
of Assets outside of the Ordinary Course of Business”. Given the costs of such a sales
process, the Monitor was of the view that it would be reasonable to undertake such a
process only if there was a reasonable prospect of it generating an outcome better than
the current alternatives, which were liquidation or a restructuring plan that did not require

external financing,

The Monitor understands that, at some stage, the M&A Company contacted
Representative Counsel, directly. The Monitor understands that the Representative
Counsel, the Special Counsel and some of the members of the Noteholder Committee
have had a number of meetings with the M&A Company and the Potential Purchaser and
have received at least two “offers” (“the Offers”). The Representative Counsel did
inform the Monitor that it had received this enguiry and planned to pursue it, however,
the Representative Counsel did not believe it was appropriate or necessary for the
Monitor to be involved in any meetings or discussions. The Monitor was not privy to the

details of the Offers until on or about October 17, 2010,
The Monitor has now reviewed the Offers made by the Potential Purchaser. The most
recent Offer, which is presented as being an improvement on the earlier offer, has the

following key components:

(a) there is no provision for any upfront payment to creditors;
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all creditors are to receive preferred shares in the Potential Purchaser in exchange

for their claims against the Applicant;

the dollar value of the preferred shares to be received is based on a formula that
takes account of any cash on hand plus 90% of the recovery from the Applicant’s
loan portfolio over the next seven years and then deducts $4 million to cover
“costs”, Therefore the face value of the preferred shares would be significantly

less than the amount of the creditor’s ¢laim against the Applicant;

creditors are required to hold their preferred shares for seven years at which time

the Potential Purchaser promises to redeem their face value;

creditors are to be paid 8% per annum on the face value of the shares for seven

years;
there is no external guarantee that payments will be made when due; and

as preferred shareholders, the creditors would have no secured claim in the
Applicant’s loan portfolio once the deal had been done, no involvement in the
management and running of the business of the Potential Purchaser and they
would be vulnerable to the financial well-being of the Potential Purchaser in

seven years time.

The Monitor is of the view that the Offer is not really an offer to purchase the Applicant’s

assets or to invest in the Applicant, Rather, the Monitor is of the view that it is an offer to

wind down the existing loan portfolio, use the cash collected for whatever purpose the

Potential Purchaser chooses, whether in the Applicant’s existing vendor loan business or

otherwise, and then pay some of the money so collected back to creditors in seven years

time.

The Monitor has advised the Representative Counsel and the Special Counsel that it does
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not find the Offer attractive and that it does not recommend pursuing it.

On or about November 3, 2010, the Noteholder Commitiee wrote to the Representative

Counsel and indicated that:

{a)  they also did not find the Offer attractive; and

{(b) they were not interested in entertaining any further offer from the Potential
Purchaser or incuiring further legal or other costs unless the deal offered an
upfront payment of at least 90% of the face value of the creditors® claims against
the Applicant.

In addition, as noted in the Eighth Report, Lendcare Financial Services Inc.
(“Lendcare”) submitted an unsolicited letter of intent to purchase the Applicant’s loan
portfolio to the Applicant and the Monitor on September 17, 2010. The Monitor was of
the view that the purchase price offered was significantly less than the total net recovery
estimated pursuant to the Monitor’s liquidation analysis. The Applicant has expressed no
interest in pursuing this matter further and the Monitor is not aware of Lendcare

submitting any improved offer.

THE REPRESENTATIVE COUNSEL’S MANDATE AND PROFESSIONAL FEES

83.

84.

The Representative Counsel was appointed pursuant to the Order of the Honourable
Madam Justice Pepall dated June 15, 2010 (“the Representative Counsel Order”).
Attached hereto as Exhibit “G?” is a copy of the Representative Counsel Order.

Pursuant to paragraph 2 of the Representative Counsel Order, the Representative Counsel
was appointed “for the sole purpose of advising the Noteholders in respect of any plan of
compromise or arrangement proposed in this CCAA proceeding (the “Mandate”).” In
fulfilling the Mandate, this Honourable Court directed the Representative Counsel to

engage the Special Counsel.
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Pursuant fo paragraph 4 of the Representative Counsel Oxder, this Honourable Court
ordered “that the activities of the Representative Counsel shall be restricted to fulfilling
the Mandate.”

Pursuant to paragraph 6 of the Representative Counsel, the Representative Counsel is
entitled to be paid all reasonable legal fees and other incidental fees and disbursements
incurred by Representative Counsel up to an aggregate amount of $75,000, subject to
such fee arrangements between the Representative Counsel and the Applicant (“the Rep

Counsel Fee Cap”).

Pursuant to paragraph 4 of the August 27 Order (which is attached hereto as Exhibit “B”),
the Representative Counsel’s Mandate was expanded to the bringing and prosecution of
the Preferred Shareholder Motion. Pursuant to paragraph 5 of the August 27 Order, the
costs and disbursements of the Representative Counsel incurred in preparing and
prosecuting the Preferred Shareholder Motion are subject to the review and reasonable
approval by the Monitor and are thereupon to be reimbursed and paid by the Applicant.
The costs and disbursements of the Representative Counsel with respect to the Preferred

Shareholder Motion are not subject to the Rep Counsel Fee Cap.

To date, the Representative Counsel and the Special Counsel have rendered the following

accounts to the Monitor:

(a) Representative Counsel account dated June 30, 2010 for the period May 20 — June
29, 2010 in the amount of $13,217.20 including GST. This account has been paid
by the Applicant;

(b)  Special Counsel account dated June 25, 2010 for the period June 16 — June 23,
2010 in the amount of $9,401.17 including GST. This account has been paid by
the Applicant;
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Representative Counsel account dated July 30, 2010 for the period July 5 — July
27, 2010 in the amount of $59,732.25 including GST/HST (including Special
Counsel account dated July 21, 2010 for the period June 28 — July 21, 2010 in the
amount of $26,790.88 including GST/HST). This account has been paid by the
Applicant;

Representative Counsel account dated September 15, 2010 for the period August
23 — September 13, 2010 in the amount of $24,589.37 including HST (including
Special Counsel account dated September 15, 2010 for the period August 12 —
September 3, 2010 in the amount of $16,380.00 including HST) in respect of the
Preferred Shareholder Motion;

Representative Counsel account dated September 15, 2010 for the period Angust
20 — September 9, 2010 in the amount of $18,604.89 including HST (including
approximately one half of Special Counsel account dated September 14, 2010 for
the period July 22 — September 2, 2010 in the total amount of $28,440.00

including HST) in respect of the Foscarini matter;

Representative Counsel account dated September 15, 2010 for the period August
3 — September 14, 2010 in the amount of $44,562.32 including HST (including
approximately one half of Special Counsel account dated September 14, 2010 for
the period July 22 — September 2, 2010 in the total amount of $28,440.00
including HST);

Representative Counsel account dated October 26, 2010 for the period September
16 — October 7, 2010 in the amount of 32,924.86 including HST in respect of

general matters;

Representative Counsel account dated October 26, 2010 for the period September
17 — October 25, 2010 in the amount of $71,474.95 including HST (including
Special Counsel account dated October 22, 2010 for the period September 7 —
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October 21, 2010 in the amount of $32,100.00 including HST) in respect of
restructuring matters; and

@) Representative Counsel account dated October 16, 2010 for the period September
20 — QOctober 18, 2010 in the amount of $54,174.77 including HST (including
Special Counsel account dated October 22, 2010 for the period September 7 —
October 19, 2010 in the amount of $39,681.77 including HST) in respect of the
Preferred Sharcholder Motion.

From the date of its appointment to October 18, 2010 (in the casé of the Representative
Counscl) and to October 19, 2010 (in the case of the Special Counsel), the Representative
Counsel and the Special Counsel have incurred fees and disbursements in the total
amount of $298,781.78 including GST/HST. Of this amount, $78,764.14 was incurred in
respect of the Preferred Shareholder Motion and is not subject to the Rep Counsel Fee
Cap. Currently, the remaining amount of $220,017:64 is subject t¢ the Rep Counsel Fee
Cap. ’

The Representative Counsel has outlined its activities and the activities of the Special

Counsel in the Representative Counsel First Report.

As advised above, the Monitor has been in discussions with the Representative Counsel,
the Special Counsel and the proposed QOO regarding the division of duties between the
proposed 10O and the Monitor. Concurrently, the Monitor has also been in discussions

regarding the go-forward role of the Representative Counsel,

The Monitor is of the view that the Representative Counsel’s Mandate should be
expanded fo include taking such steps, as it may be requested to take by any Noteholder
and that the Representative Counsel and the Monitor may determine in their collective
professional judgment to be prudent and reasonable for the preservation and protection of
the rights of the Noteholders. If this Honourable Court approves the appointment of
Townsend as 100, then the Noteholders will be, effectively, operating the Applicant and,
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in such circumstances, the Monitor expects that the role of the Representative Counsel
will be scaled back. Accordingly, the Monitor is of the view that any steps taken by the
Representative Counsel should require the approval of the Monitor in order to ensure that

there is no duplication of efforts and to minimize professional costs.

Based on the foregoing, the Monitor recommends that this Honourable Court:

(a) expand the Representative Counsel’s Mandaie as set out above and in accordance
with the terms of a draft Order to be settled; and

(b)  order that the fees and disbursements of the Representative Counsel and the

Special Counsel be subject to the approval of this Honourable Court,

OTHER PROFESSIONAL FEES

94.

93.

96.

97.

Pursuant to the Order of the Honourable Madam Justice Pepall dated July 7, 2010 (the
“July 7 Order”), the Monitor was authorized and directed to retain Elizabeth Pillon as
independent counsel (“the Independent Counsel”) to provide a certain legal opinion as
to the rights of the Preferred Shareholders. Attached hereto as Exhibit “I” is a copy of
the July 7 Order.

Pursuant to paragraph 8 of the July 7 Order, the Applicant was required to pay all
reasonable legal fees and other incidental fees of the Independent Counsel up fo an
aggregate amount of $50,000, subject to such fee arrangements as have been agreed to by

the Applicant and the Independent Counsel.

The Independent Counsel has rendered its account to the Monitor in the aggregate
amount of $§61,000 plus GST/HST. In accordance with paragraph 8 of the July 7 Order,
the Applicant has approved this account but has yet to pay it.

The Monitor is of the view that the Independent Counsel, in fulfilling her Mandate (as
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defined in the July 7 Order), was required to respond to various inquiries from the
Preferred Shareholders that were not anticipated at the time that the fee cap of $50,000
was agreed to. Accordingly, the Monitor recommended to the Applicant that the

Applicant approve the Independent Counsel’s account.

The Monitor is requesting the approval of its fees and disbursements and the fees and
disbursements of its legal counsel. In this regard, the Monitor and its legal counsel have
filed with this Honourable Court fee affidavits for the period July 1, 2010 to and
including September 30, 2010.

For the period July 1, 2010 to and including September 30, 2010, the Monitor has
incurred fees and disbursements in the total amount of $364,946.48 including GST/HST.

For the period July 1, 2010 to and including September 30, 2010, the Monitor’s legal
counsel has incurred fees and disbursements in the total amount of $191,479.74 including
GST/HST. ;

The Applicant’s legal counsel, Gowlings, will file with this Honourable Cowrt an

affidavit in respect of its fees and disbursements incurred in this matter.

THE APPLICANT’S RECEIPTS AND DISBURSEMENTS

102.

103.

Pursuant to the Eighth Report, the Monitor provided this Honourable Court with the
Applicant’s cash flow forecast for the period from September 11, 2010 to December 10,
2010 (*the Third Updated Cash Flow Forecast”). The Third Updated Cash Flow
Forecast was prepared in order to assist this Honourable Court in considering the

Applicant’s motion for an extension of the stay of proceedings to and including
November 15, 2010,

The Monitor has been monitoring the Applicant’s receipts and disbursements on a weekly

basgis in accordance with the Initial Order and the CCAA. The Monitor has been
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comparing the actual results with the Third Updated Cash Flow Forecast. Attached as
Exhibits “I”, “J” and “K” are the following three schedules:

(@)

(b)

©)

the Third Updated Cash Flow Forecast covering the period by week from
September 11, 2610 to December 10, 2010;

the actual cash flow by week from September 11, 2010 to October 29, 2010 and
the projected cash flow by week from then on to December 10, 2010 (“the
Actual/Projected Cash Flow”); and

the variance by week from the Third Updated Cash Flow Forecast (“the Cash

Flow Variance Report™).

As detailed in the Actval/Projected Cash Flow, the Applicant’s cash position as at
October 29, 2010 is higher than the cash position anticipated in the Third Updated Cash
Flow. The Applicant had on hand $5,673,589 on October 29, 2010 compared to a
budgeted balance of $5,409,844, a difference of $263,745.

The major reasons for the difference are as follows:

()

(®)

(d)

net new deal funding was $175,669 lower than forecast primarily because of
longer lead times than expected for one of the new and large vendors, inconsistent
volumes from a large food vendor, higher turn down rates (by the Applicant) to
another large food vendor and no or minimal volumes from several new smaller

vendors;

collections from existing loans were $69,990 lower than forecast;

payroll and administrative expenses were $31,921 higher than forecast; and

restructuring costs paid were $189,987 lower than forecast. This is primarily
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because not all of the professional fees incurred to date have been paid. A

comparison of the restructuring costs to the Third Updated Cashflow Forecast is

as follows:

Y

(i)

(it)

(iv)

the restructuring costs of the Monitor and its legal counsel paid up to
October 29, 2010 are approximately in line with the amounts included in
the Third Updated Cash Flow Forecast;

as at October 29, 2010, Gowlings® fees and disbursements incurred to
September 30, 2010 have been paid. Gowlings’ fees are approximately
$26,000 below the amount forecast pursuant to the Third Updated

Cashflow Forecast;

the Third Updated Cash Flow Forecast assumes that the costs of the
Independent Counsel would have been paid in October 2010. These

amounts remain unpaid; and

as at October 29, 2010, no payments have been made to the Representative
Counsel. As noted earlier, the Representative Counsel and the Special
Counsel have large balances of unapproved and vapaid fees. The amount
of the Representative Counsel’s and the Special Counsel’s fees forecast
pursuant to the Third Updated Cash Fiow Forecast is significantly less
than the actual amount incurred by the Representative Counsel and the

Special Counsel as evidenced by their invoices rendered to date.

Therefore, the Actual/Projected Cash Flow underestimates requested payments to

the Representative Counsel, the Special Counsel and the Independent Counsel by

a total amount of approximately $246,000. Subject to the approval of such

amounts by this Honourable Court {other than the costs of the Independent

Counsel which costs have been approved by the Applicant pursuant to the July 7

Order), these amounts will most likely be paid by the Applicant during the period
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from October 30, 2010 to December 10, 2010.

OPERATIONS

106.

Since the issuance of the Initial Order, the Applicant has continued its business generally
in the normal course on the basis of lower lending volumes (including ongoing collection
activity on the large number of existing loans) and paying all of its obligations when due.

The Applicant has not disposed of any material assets outside of the ordinary course.

107.  Despite the ongoing moves to effect a change in management and have Boutet hand over
responsibility for operations to Townsend, the Applicant has continued smoothly in its
day to day operations primarily under the leadership of Sobol, making new loans and
collecting on old loans.

EMPLOYEES

108. There have been no changes in the number of employees working for the Applicant since

September 28, 2010. All employee-related payments remain up to date.

DEALINGS WITH INDIVIDUAL INVESTORS

109,

110.

111,

Since September 28, 2010, which is the date of the Eighth Report, the Monitor has
received in excess of a further approximately 150 telephone and other enquiries from

investors.

The Monitor has, in particular, received and responded to a number of investor email,

mail and fax inquiries relating to the Preferred Shareholder Motion.

The Monitor has provided investors with information on the status of the restructuring,

generally, and has gnided the investors in respect of the Preferred Shareholder Motion.
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WEBSITE

112.

The Monitor has posted all public documents related to these proceedings, including
copies of all Court Orders, motion records and Court reports, on its website at
www.ajohnpage.com/htm)/files.htm]. Based on feedback received by the Monitor, the
Monitor is of the view that this method of disseminating information is being well used
by stakeholders.

REVIEW FOR PREFERENCE AND UNDERVALUE TRANSACTIONS

113.

114.

115.

The Monitor has been reviewing the books and records of the Applicant in order to
meaningfully report to creditors in accordance with Section 23(1)(d.1) of the CCAA on
the reasonableness of any decision to include in a compromise or arrangement a
provision that Sections 35 to 101 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c.
B-3, as amended do not apply with respect to the compromise or arrangement or,
conversely, whether there are preference transactions and transfers at undervalue that

may warrant challenging.

The Monitor has received the full cooperation of the Applicant in conducting this review

and believes it has been given full access to the Applicant’s books and records.

As noted above, the Monitor has almost completed this review and will report its findings
to this Honourable Court in the near future.

CLAIMS PROCEDURE

116.

The M;Jnitor has conducted a brief review of the Proofs of Claim and Proofs of
Shareholding filed pursuant to the Claims Procedure (each as defined in the Claims
Procedure Order of the Honourable Madam Justice Pepall dated July 27, 2010). The
Monitor is delaying completing this review until it has received and considered the

decision of this Honourable Court on the Preferred Shareholder Motion.
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THE STATUS OF THE OSC PROCEEDINGS

117.

118.

Pursuant to the Third Report, the Monitor reported that, on May 12, 2010, Staff of the
OSC issued a Notice of Hearing pursuant to Section 127(1) and 127.1 of the Securities
Acet, R.8.0. 1990, c. 8.5 (“the Securities Act”) and a Statement of Allegations against,
among others, the Applicant, NIGL, Boutet and Sobol (“the OSC Procecdings”)
alleging that, among other things, these respondents sold securities to non-accredited
investors contrary to the provisions of the Securities Act and that the Applicant and
Boutet made statements to the OSC and Staff of the OSC that were materially misleading

and in breach of the Securities Act.

On November 11, 2010, Staff of the OSC issued an Amended Statement of Allegations
dated November 10, 2010 pursuant to which it is alleged that, in addition to the foregoing
allegations, the Applicant used investor funds that it had obtained in breach of the -
Securities Act to pay other investors the returns on their investment and continued to
accept additional investor funds in order to do so when the Applicant was insolvent. It is
further alleged that, as a means of inducing investors to remain invested in the Applicant
and to make further investment in the Applicant through the purchase of additional
securities, NIGL and the Applicant, at the direction of Boutet, misrepresented to investors
that the Applicant was experiencing unprecedented financial success. Attached hereto as
Exhibit “L” is a copy of the Amended Statement of Allegations dated November 10,
2010.

THE TRANSFER OF FUNDS TO THE MONITOR

119.

Pursuant to the Order of the Honourable Madam Justice Pepall dated November 12, 2010
(“the November 12 Order”), the Applicant was required to transfer the amount of $5
million to the Monitor to be held in trust by the Monitor, in an interest-bearing account,
and to be released by the Monitor in accordance with a further Order of this Honourable
Couut.
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120. In accordance with the November 12 Order, the Applicant transferred $5,000,000 to the

trust account of the Monifor on November 12, 2010,

121. This step was taken to ensure that the major assets of the Applicant were secure,

particularly during the ongoing changes in management. While the Monitor was of the

view that the Applicant’s assets were not likely to be at risk, nevertheless it agreed to

receive these funds to provide comfort to the Applicant’s stakeholders.

RECOMMENDATIONS

122, Based on the foregoing, the Monitor recommends that this Honourable Court:

(a)

()

(©

(@

©

®

approve the Heads of Agreement and order the implementation of its terms;

appoint Townsend as I0O and expand the Monitor’s powers in accordance with

the terms of a draft Order to be settled;

expand the Mandate of Representative Counsel in accordance with the terms
described herein and of a draft Order to be settled;

require that the fees and disbursements of the Representative Counsel and the

Special Counsel be subject to the approval of this Honourable Court;

approve the fees and disbursements of the Monitor and the Monitor’s legal

counsel as set out in their respective fee affidavits; and

approve the Seventh Report, the Supplemental to Seventh Report, the Second
Supplemental to Seventh Report, this Report and the Monitor’s conduct and

activities as described therein.
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All of which is respectfully submitted this _] 5”‘ day of November, 2010,

A. JOHN PAGE & ASSOCIATES INC. IN ITS
CAPACITY AS THE MONITOR OF NELSON -
FINANCIAL GROUP LTD.

e AT

Name: A, JOHN PAGRJCAeCIRP
Title: PRESIDENT
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Court File No: 10-8630-00CL
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Court File No. 10-8630-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MADAM ) TUESDAY, THE 23"
)
JUSTICE PEPALL ) DAY OF MARCH, 2010

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 COMPOMISE OR ARRANGEMENT
" OF NELSON FINANCIAL GROUP LTD. {the “Applicant™)

Applicant

INITIAL ORDER

THIS APPLICATION. made by the Applicant, Nelson Financial Group Lid. (“Nelson
Financinl* or the "Applicant™), without wotice, pursuant to the Compamies’ (reditors
Arvangement der, R.8.C. 1985, ¢. C-36, as amended (the "CCAA") was lheard this day at 330

University Avenue, Taronto, Ontario.

ON REARNING (he Affidavit of Mare Boutel sworn March 22, 2010 and the Exhibits
thereto. and the Report of A, John Page & Associaies Inc. in ts capacity as the Proposed Monitor
to the Applicant dated March 22, 2010 and the Exhibils thereto. and on hearing the submissions
af counsel for Nelson Financial, and counsel for A, John Page & Assotiates Inc.. and on reading
the consent of A. John Pape & Associates Inc. 10 acl as the Monitor,



SERVICE

I THIS COURT ORDERS that the time for service of the Notice of Application and the
Applicatian Record is hereby abridged and validated so that (his Application is praperly
returnable today and hereby dispenses with {usther service thereof,

APPLICATION

2. TS COURT ORDERS AND DECLARES that the Applicant is a company to which
the CCAA applies.

PLAN OF ARRANGEMENT

3 TTIS COURT ORDERS that the Applicant shall have the autharity 1o file and may,
swbject to further erder of this Court, file with (his Court a plan of compramise or arranpement

{hereinafier referred to as the "Plan').
POSSESSION OF PROVERTY AND OPERATIONS

4, TINS COURT ORDERS that the Applicant shall remain in possession and control of' its
current and {ulure sssels, undertakings and propedics of every nature and kind whatseever, and
wherever situate including all proceeds thereof (the “Property”). Subject 10 further Order of this
Court, the Applicant shall continue to carry on business in a manner consistent with the
preservation of its business (the "Business") and Properly. The Applicant shall be authorized
and empowered to continue o retain and employ Uie employees, consultants. agents. experts.
accountants, counsel and such other persons (collectively "Assistants™) currently retained or
cmployed by it, with liberty to retain such further Assistants as it deems reasonably necessary or
desirable in the ordinary course of business or Jor the careying out of the terms of this Order.

5. THIS COURT ORDERS that the Applicant shall be entitled bui not required to pay the

following expenses whether incurred prior to or after this Order:

{#)  ull outstanding anrd future wages. salarics, employee and pension benelits, vacalion
pay and expenses 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



(k)

6.

the fees and disbursements of any Assistonls retained or employed by the Alppl.icanl
in respeet of these procendings. at their siandard rates and charges.

TEHIS COURT ORDERS that. except as oterwise provided to the contrary herein, the

Applicant shall be entitled bul not required to pay all reasenable expenses incurred by the

Applicanl in caseying on the Business in the ordinary course after this Order, and in carrying out

- the provisions of this Order, which expenses shall include, withour limitation;

{n})

{b}

1.

all cxpenses and capital expenditures reasonably neeessary for the preservation of the
Property or the Business including. without limilation, payments on accomu of
insurance (including directors and oflicers insurance), maintenance and scourily

services; and

*

payment for poods or services actually supplied 1o the Applicant following the date of
this Order.

THIS COURT ORDERS that the Applicant shall remil. in accordance with lepal

requirements, or pay: :

(a)

(b}

{¢)

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 1o be
deducted fiom employees' wages. inciuding, without limitation, amounts i respect of
(i} employment insurance, (if) Canada Pension Plan. (iif) Quebec Pension Plan, and

(iv) incotie taxes:

alt goods und services or other applicable sales laxes (collectively. "Sales Taxes™)
required to be remitted by the Applicant in connection with the sale of goods and
services by lhe Applicant, but only where such Sales Taxes are acerued or collecied
after the date of this Order. or where such Sales Taxes were accrued or collected prior

ta the daic of thig Order but nat requived 10 be remitied until on or afier the date of

this {Jrder. and

any amount payable to the Crown in right of Canada or of any Province thereo! or
any political subdivision thereof or ony other 1axation authosity in respect of

municipal realty. municipal business or other taxes, assessments or [evies of any



nature or kind which are entitled at kaw to be paid in priority to claims of secured
creditors and which are otribulable 1o or in respect of the carrying on of (he Business
by the Applicant.

8. THIS COURT ORDERS that until a real property lease is disclaimed in accordance with
the CCAA. the Applicant shall pay all amounts constituting rent or payable as rent under real
property leases (includiog, lor greater certainly, common arca mainienance charges. utifities and |
really taxes and any other amounts payable 1o the landlord under the lease) or as otherwise miay
be negotinted between the Applicant and the landlord from time 1o time ("Rent™), for the period
commencing from and including the date of this Order. twice-monthly in equal payments on the
first and {iflcenth day of each month, in advance {but not in arrears). On the date of the (irst of
such payments, any Rent rejating 1o the period commencing from and inclwling the date of this
Order shall also be paid.

9, THIS COURT ORDERS that. except as specificatly permitied herein, the Applicant is
hereby directed, until further Order of this Court: {a} 1o make no payments of principal, interest
thereon or otherwise on account of amounts owing by the Applicant 10 any of its creditors as of
this date: (b) to grant no sceurity imterests. trust, liens, charges or encumbrances upont ur in
respect of any of its Property: and (¢) to not grani credit or incur liabilities except in the ordinary

course of the Busingss.

RESTRUCTURING

10,  TIHS COURT ORDERS that the Applicant shall, subject to such requirements as are
imposed by the CCAA and such covenants as may be conlained in the Definitive Documents (as

hereinafier defined), have the vight 102

(@)  permanenily or temporarily cease, downsize or shul down sny of its business or
operations, and to dispose of redundant or non-malerial assels not exceeding $50.000
in any one transaction or $100,000 in the aggregate;

(b}  terminale the employment of such of its employees or temporarily lay off such of ils

employees as it deems appropriate; and



() pursue all avenues of refinancing of'its Business or Properly. in whole or pari. subject
to prior approval of this Court being obtained before any material refinancing,

all of the foregoing to permit the Applicanl to proceed with an orderly restructuring of the
Business (the *Restructuring™).

[1.  THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notice of the Applicant™s intention to remave any fixtures from any leased premises at least
seven (7) duys prier (0 the <lale of the intended removal. The relevant landlord shall be entitled
1o have a represenative present in the leased premises to observe such removal and, if the
landlord disputes the Applicant’s entitlement to remove any such [ixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agrecd between any
applicable secured creditors, such landiord and the Applicant, or by further Order of this Court
upon applieation by the Applicant on at leasl two (2) days notice ta such landlord and any such
secured creditors. If the Applicanl disclaims the lease goveming such leased premises in
accordance with Seclion 32 of the CCAA, il shall not be required te pay Rent under such fease
pending resofution of any such dispule (:olhef than Rent payable for the notice period provided
for in Section 32(5) of the CCAA}, and the disctaimer of the lease shall be without prejglice {o
the Applicant's claim to the fixlures in dispute.

12, TINS COURT ORIDERS that if a notice of disclaimer is delivered pursuant to Seetion 32
of the CCAA, then () during the notice period prior to the effective time of the disclaimer, the
Jundlord may show the atfected leased premises to prospective tenants during normal bustness
hours, on giving the Applicant and the Monitor 24 Tours' prior writien notice, und (b) at the
effective time of the disclaimer, the relevant landlord shall be entitled 10 lake possession of any
such leased premises without waiver of or prejudice 1o any claims or rights such landlord may
have against the Applicant in respect of such lense or leased premises and such landlord shall be
entitled to notify the Applicant of the basis on which it is taking possession and to gain
possession of and re-lease such leased premises 1o any third party or parties on such terms as
such landlord considers advisable, provided that nothing herein shall relieve such Tandlord of its

obligation to mitigate any darages claimed in connection therewith.



NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

13, THIS COURT ORDERS that until and including April 22. 2010, or such later date as this
Court may order (the "Stay Period”). no proceeding or enforcement process in any courl or
tribumai (cach, a "Proceeding™) shall be commenced or continued apainst or in respeet of' the
Applicant or the Menifor, or affecting the Business or the Property, except with the written
consent of the Applicant and the Monitor, or with leave of this Court, and any and ull'
Proceedings currently undér way against or in respeet of the Applicani or affecting the Business
or the Properly are hereby stayed and suspended pending further Order of this Court,

NO EXERCISE OF RIGHTS OR REMEDIES

14.  FHIS COURT ORDERS that Eiuring the Stey Period, all rights and remedies of any
individual, firm. corporation, goveramental body or agency, or any other enfities {41l of the
farepoing, collectively being "Persons” and each being a "Person”) against or in respect of (he
Applicant or the Monitor, or affecting the Business or the Property. are hereby stayed and
suspended except with the weitien consent of the Applicant and the Moniltor, or leave of this
Court, provided thot nothing in this Order shall (i) empower the Applicant to carry on ony
business which the Applicant is nat lawfully entitled 10 carry on. (i) affeet such Investigations.
aciions. suits or procecdings by a regulatory body as are permitted by Section 11.1 of the CCAA,
(. iiiy prevent the [iling of any registration to preserve or perfect a sceurity interest, or (iv) prevent

the registration of a elaim for lien,
NO INTERFERENCE WITH RIGHTS

5. TINS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honaur. alter. interfere with, repudiate, terminale ot cease to perform any righl. renewal right,
contacl, agreement. licence or pennit in Javour of or held by the Applicant, except with the _
written consent of the Appticant and the Monitor, or leave of this Courl.

CONTINUATION OF SERVICES

16, THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
apreements with the Applicant or statutory or regulatory mandates for (he supply of goods and/or
services, including without limitation all computer software, communication and vther data



serviees, uenqulized banking services. payroll serviees, insurance, transportation services, ulility
or other services to the Business or the Applican. are hereby restrained watil further Order of this
Court from discontinuing, altering. interfering with or terminating the sapply of Sl:lch goods or
serviees as may be required by the Applicant, and that the Applicant shall be entitled 1o the

. continued wse of its curreat premises, telephone numbers, facsimile numbers. internet ndtlre;sses

and domain names, provided in each case thaf the normal prices or charges Ffor all such goods or
services received aﬂ?r the date of this Order are paid by the Applicani in accordance with normal
payment practices of the Applicant or such other practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, of as may be ordered by this

Courl.
NON-DEROGATION OF RIGHTS

17.  THIS COURT QRDERS that. notwithstanding anything else in this Order, no Person
shall be prohibited from requiting immediate payment for goods, services. usé of lease or
licensed property or ather valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or afler the date of this Order to advance or Te-
atfvance any menies or otherwise extend any cradit 1o the Applicant. Ncithing in this Ovder shall
derogate from the rights conlerred and obligations iinposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

18. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11,03(2) of the CCAA, no Praceeding may be commienced or continued against any
of the former, currenl or fituve direclors or officers of the Applicent with respect to any claim:
apgainst the direclors or officers that arose before the date hereof and (hat relates 10 any
obligations of the Applicant whereby the direclors or officers are alleged under any faw w be
liable in their capacity as divectors or officers for the payment or performance of such
obligations. until a compromise or arvangement in respect of the Applicant, if one s filed. is
sanctioned by this Court or is refused by the creditors ol the Applicant or this Court.

DIRECTORS® AND OFFICERS' INDEMNIFICATION AND CHARGE

19.  THIS COURT ORDERS that the Applicant shall indemnify its directors and ofticers
against obligations und liabitities thal they may incur as directors or officers af the Applicant



-~

after the commencement of the within proceedings, except to the extent that, with respect ko any
officer or director, the obligation o liability was incurred as a result of the director's or of; ficer's

gross negligenee or wilful misconduct,

20.  THiS COURT ORDERS that the directors and officers of the Applicant shall be enitled
to the benefit of and are hereby granted a charge (the "Directors’ Charge”) on the Propery,
which charge shall not exceed an apgregate amount of $200,000, as security for the indemnity
provided in parageaph ‘19 of this Order. The Dircetors” Charge shall have the priority set out in
paragraphs 31 and 33 herein,

21, THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary, (a} no insurer shall be entifled 1o be subrogated to ot clgim the benefit of
the Directors' Charge, and (b) the Applicant’s direclors and officers shall only be entitled 10 the
benefit of the Divectors’ Charge 1o the extent that they do not huve coverage under any direc(ors'
and officers' insurance policy. or to the extent that such coverage is insufficient to pay amounts
indemnified in accordance with paragraph 19 of this Order.

APPOINTMENT OF MONITOR

22, THIS COURT ORDERS that A. John Page & Associales Inc. is hereby appdinled
pursuant 1o the CCAA-as the Monitor. an officer of this Courl, to monitor the busincss and
financial aftairs of the Applicant with the powers and obligations sel out in the CCAA or set
forth berein and that the Applicant and its shareholders, officers, directors, and Assistants shaf]
advise the Monitor of all material steps lken by the Applicant 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 assistanice thal is nccessary to enable the Monitor 10 adequately

carry oul the Monitor's funciions.

23. TS COURT ORDERS that the Momtor. in addition to ils prescribed nghu: and
ohlipations under the CCAA. is hereby direcled and empowered (o:

(a)  monitor the Applicant's receipis and disburscments:



(b)  report io this Court at such times and intervals as the Monitor may deem appropriale
with respect to matters relating (o the Property, the Businsss, and such other matiers
asmay be relevant io the proceedings herein; - .

(c)  advisethe Applicant in ils development of the Plan and any amendments 1o the Plan;

(d)  assist the Applicant, to the exient required by the Applicant, with the holding and
administering of creditors” or sharchalders' meetings for voting on the Plan;

(e)  have 1ull and complete access to the Property, including the premises, books. records,
data, including data in electronie form, and other tinancial documents of the
Applicant. to the extent that is necessary to adequately assess the Applicant’s business
and financial affairs or to perform its duties arising under this Order; '

(N beatliberty to engage independent legal counsel or such other persons as the Manitor
deems necessary or advisable respecting the exercise of its powers and performance
of its obligations under this Orders and

(g)  perform such other dulies as are required by this Order or by this Court from time to

time.

24,  THIS COURT QRDERS that the Monitor shall not take possession of the Property and
shall rake no part whatsoever in the managemen! or supervision of the management of the
Business and shall not, by fulfilling its obligaions Itereuqder, be deemed to have lakep or

maintained possession or cantrol of the Business or Praperly, or any part theteol.

25.  THIS COURT ORDERS that nothing herein comained shall require the Monilor to
pecupy or o take comtrol, care, charge, possession or management (scparately and/or
collectively, “Possession”) of any of the Properfy that might be environmentally contaminated,
might be a pollutant or 2 contaminant, or might cause or contribute to a spill. discharge, release
or deposit of a substance contrayy to any federal, provincial or other law respecting the
prolection, conservalion, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including. without limitation, the
Canadian Emvironmental Protection Act, e Ontario Exvironmental Protection Act, the Ontario
Weder Resonrces Act. or whe Ontario Qeenpational Health and Safély Aet and repulations



thercunder {the "Environmental Legislation), provided however (hat nothing herein shall
cxcrupt the Monitor from any duty to report or make disclosure -im.poscd by applicable
Environmental Legislation, The Monitor shall niot, as & result of this Order or anything done in
pursuance of the Monitor's duties and powers under this Order, be deemed ta be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession,

26.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the Applicant
with iaformation provided by the Applicant in response to reasonable requests for infonmation
made in writing by such ¢reditor addréssed lo the Monitor. The Monitor shall uot have any
responsibility or liability with respect to the information disseminated by it pursuant to this
paragraph. In the case of infosmation that the Monitor has been advised by the Applicant is
confidential, the Monitor shall not provide such information to creditors unless etherwise
directed by this Court or on such terms as the Monitorand the Applicant may agree,

27 THIS COURT ORDERS that, in eddition (o 1he rights and protections aflorded the
Monitor tnder the CCAA or as an officer of this Court, the Moniter shall ineur no iiability or
nbligation as a resull of s appoeintment oF the camying oul of the provisions of this Order. save
mnd exeepl for any gross negligence or wilful misconduct on ils part. Nothing in this Qrder shall
deropate from the protections afforded the Monitor by the CCAA or any npplicable legislation,

28,  THIS COURYT ORDERS that the Monitor, counsel to the Monitor and coonsel lo' the
Applicant shall be paid their reasonable fees and disbursements, in cach case at their standard
rates and charges. by the Applicant as par of the costs of these proceedings. The Applicant is
hereby authorized and directed 1o pay the accounts of the Monitor. counse! for the Monitor and

counsel for the Applicant on a hi-weekly basis,

30, THIS COURT ORDERS that the Monitor and ils Jepal counsel shall pass their accounts
fram time (o time, and for this purpose the acvounts of the Monitor and its legal counsel are
hereby referred o 6 judge ol the Commercial List of the Onlatie Superior Court of Justice,

30, THIS COURT ORDERS that the Monftor, counsel to the Monitor, if any. and lhe
Applicant’s counse) shall be entitled to (he benelit of and are hereby pranted a charge (the
* Administration Charge™) on the Property. which charge shall nol exceed an apgregale amount of



$1.000,000.00. as sceurity for their professionat fees and disbursements incurred at the standard
rates and charges of the Moniter and such counsel, both before and after the making of this Order
in respect of these proceedings. The Administration Charge shall have the priority sel ow in
paragraph 31 hereof. ' '

VALIDITY AND PRIQRITY OF CHARGES CREATED BY THIS ORDER

3. THIS COURT ORDERS that the priorities of the Directors” Charge and the
Administration Charge, as among Uem. shall be as follows: '

First — Administration Charge (to the maximum amount of §1 ,000,000.00); and
Second - Directors™ Charge (to th maximum amount of $200,0060.00).

32,  THIS COURT ORDERS that the filing. repistration or perfeclion of the Direetors’
Charge and the Adminisimation Charge (collectively, the "Charges”) shall not be required. zmﬁ
that the Charges shall be valid and enforceable for ali purposes, including as against any right.
title or interest (iled, registered, recorded or perfecied subsequent 1o the Charges cﬁming into
existence. notwithstanding any such failure to file, register, record or pertect. :

33. THIS COURT ORDERS that each of the Directors® Charge and the Administration
Charge (all as vonstituted and defined herein) shall constitute a charge on the Property and such
Charges shall rank in priority to all other securily inmferests, trusts, liens, charges and
encumbrances, claims of secured creditors, statutory ar otherwise (collectively, "Encumbrances")
in Favour ol any Person, save and except lhe Encumbrances in favour of Glen Mackie and Lisa
Mackie and Foscarini Mackie Holdings [nc.. 10 the extent they are determined to be valid and

entorcenble and properly perfected by counsel to the Monitor. '

34,  TINS COURT ORDERS that exeept as otherwise expressly pravided for herein. or as
may be approved hy this Courl, the Applicant shall not grant any Encumbrances over any
Property thal vank in priority to, or pari passw with, any of he Directars’ Charge, the
Administration Charge or the DIP Lender's Charge, unfess the Applicant also obtains the prior
wriliert consent of the Monitor, the DIP Lender and the beneficiaries of the Divectors™ Charge
and the Administration Charge, oy further Order of this Court.



35, THIS COURT ORDERS that the Directors® Charge and the Administration Charge shall
nol he rendered invalid or ungnforceable und the rights and remedies of the chargees enlitled ta
the henefit of the Charges (collectively. the “Chargees™) thereunder shall nof otherwise he
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 bankrupicy order(s) issued pursuant 1o BIA. or
any bankrupley vrder made pursuant to such applications; (¢) the filing of any assignments for
the general benefit of creditors made pursuant (o the BIA; (d) the provisions of any federal or
pravincial statules; or (e) any negative covenants, prohibitions or other sinilar provisions with
respect 1o borewings. incurring debt or the creation of Encumbrances. contained in any existing
loan documents. lease, sublease, offer to tcase or other agrecment {collectively. an "Agrcemem"} '

which binds the Applicant, and potwithstanding any provision to the contrary in any Agreement:

{a) the creation of the Charges shall not cresie or be deemed Lo constitute a breach by the
Applicant of any Agreerent to which it is a party;

(b  nonc of the Chargees shall have any lability to any Person whalsocver as a resul( of
any breach of any Agreement caused by or resulting {rom the creation of the (fharges:_

and

(c) the payments made by the Applicant pursuant (o this Order and the pranting of the
Chatges. do not and will not constitute preferences, fraudulent conveyances. transfers
at undervalue, oppressive conducl, or other challengeable or voidable transactiong

under any applicable law,

46, TIS COURT ORDERS that any Charge crealed by this Order over leases of real
property in Canada shali only be a Chavge in (he Applicant’s inlerest in such reat property leases.

SERVICE AND NOTICE

37+ THIS COURT ORDERS that. subject to paragraph 38 of this Order, the Monitor shall (i)
wilhout delay, publish in the Glabe and Mail newspaper a notice containing the information
preseribed under the CCAA, {ii) within five days after the date of this Order, (A) make this:
Order publicly available in the manner prescribed under the CCAA, (B) send, in the preseribed
pranner. a natice to every known creditor who has a claim againgt the Applicant of more than
$1000. and (C'} prepare a list showinp the names and nddresses of' those credilors and the



estintated amotmts of those claims, and make it publicly available in the preseribed manner., all

in accordance with Section 23(1)(a) of the CCAA and the regulations made thereander.

38,  THIS COURT ORDERS thal notwithslanding the provisions of pzémgraph 2301 5(a)(ii) of
the CCAA, the Monitor shall not be obliged to publish and/or make publicly available the nume
or address of (i) any current and former Nelson Financial employees on account of emplayment.
related liabilities. and (ii) any person hiolding securities issued by the Applicant which includes,
but is not limited to, any person holding Notes and PFref' Shares as defined in the Affidavit of
Marc Boutet sworn March 22, 2010.

39, THIS COURT ORDERS that {he Applicant and the Monitor be at liberty to serve this
Order, any other muterials and orders in these proceedings, any notices or ather eorrespondence,
by forwarding true copies thereol’ by prepaid ordinary' mail. .courier. persongl delivery or
eleeironic transmission to the Applicant’s creditors or ather interested parties at their respective
addresses as {ast shown on the records of the Applicant and that any such service or notice by .
courier. personal delivery or electronic transmission shall be deemed to be received on the next
business day following the date of forwarding thereol, or if' sent by ordinary mail, on the third
business day after mailing. :

40.  THIS COURT ORDERS that the Applicant, the Monitor, and any party who has filed a
Notice ol Appearance may serve any court materials in these proccedings by e-maiting a2 PDF or
other electronic copy ol such mateials to counsels' email addresses as recorded on the Servieo

List from time 1o time. and the Monitor may post & copy of any or all such materials on its

website at ww w.ajohnpoge.com,
GENERAL

41, THIS COURT ORDERS thal the Applicant or the Monitor may [rom time to time apply
to thiy Court for advice and directions in the discharge of ils powers and duties hercunder.

42, THIS COURT ORDERS that nothing in this Order shali prevent the Monitor from acting
as an interim receiver, a vecviver, 8 receiver and manager., or & Irustee in banksuptey of the
Applicant, the Business or the Property.



43,  THIS COURT HEREBY REQUESTS the said and rec;:gnilion of any count, tribumal,
regulatory or adiinistrative body having jurisdiction in Canada or in the United States. 10 give
effect to this Order and 10 assist the Applicant, the Monitor and their respective agents in
carying oul the terms of this Order, All courts. (ribunals, regulatory and administrative bodjes
are hereby respecilully requesied to make such orders and to provide such assistance to the
Applicant and {o the Monitor, as an officer of this Court, as may be necessary or desirable 1o give
effect to this Order, 1o grant representative status 1o the Monitor in any foreign proceeding. or to
assist the Applicant and the Monilor and their respective agents in carrying out the terms of this
Order,

1

44,  THIS COURT ORDERS that each of the Applicant and the Monitor be at Ilbérty nnd. is
hereby auvthorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for (he recognition of this Order and for assistance in canying out the
terms of this Order. and that the Monitor is authovized and empowered to act as a representative
in respect of the within proceedings for the purpose ot having these proceedings recognized in a
Jjurisdiction outside Canada. |

45, THIS COURT ORDERS that any interested pardy (including the Applicant and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days
notice to any other party or parlies likely to be affected by the order sought or upon such other

notice. il any, as this Courl may order,

46, THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Eastern Daylight Time on the date of this Order.
t [
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Exhibit "B"

Ninth Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of
Nelson Financial Group Ltd.
dated November 15, 2010

Order of the
Honourable Madam Justice Pepall
dated August 27, 2010



Court File No. 10-8630-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MADAM ) FRIDAY, THE 27™ DAY
)
JUSTICE PEPALL ) OF AUGUST, 2018
)

IN THE MATTER OF THE COMFPANIES’ CREDITORS ARRANGEMENT
ACT,RS.C. 1985, ¢, C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT

OF
NELSON FINANCIAE GROUP LTD.

APPLICANT
ORDER

THIS MOTION made by A. John Page & Associates Inc., in its capacity as the
Court-appointed monitor of the Applicant (the “Monitor™), for the relief set out in its Notice of
Motion dated August 23, 2010 (the “Notice of Motion”) was heard this day at 330 University

Avenue, Toronto, Ontario,

UPON READING the Monitor’s Sixth Report to the Court dated August 23,
2010 and upon hearing from counsel for the Monitor, counsel for the Applicant, counsel for Stétf
of the Ontario Securities Commission, counsel for Douglas Turner Q.C. in his capacity as Court-
appointed Representative Counsel for the holders of promissory notes issued by the Applicant

(the “Representative Counsel”), counsel for Foscarini Mackie Holdings Inc. and Glen and Lisa



g,

Mackie, no one else appearing althongh duly served as appears from the Affidavit of Service
filed:

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion
Record and the Sixth Report is hereby abridged so that this Motion is properly returnable today

and heyeby dispenses with further service thereof.
THE PREFERRED SHAREHOLDER MOTION

2. THIS COURT ORDERS that the Representative Counsel is authonzed and directed to
make a motion to this Court at 10:00 am. on Septemh; QL 2010 for an Order that all
claims and potential claims of the holders of prefsrred shares of the Applicant (the “Preferred
Shareholders”) relating directly or indirectly to the ownership, purchase or sale of such
preferred shares are “equity claims” within the meaning of the Companies’ Creditors
Arrangement Act (Canada) and that the Prefemred Shareholders are to constitute a separate class
in any plan of arrangement, are not entitled to vote at any meeting of creditors and that such
claims shall not participate in any distribution by the Applicant to its creditors pursuant to any

plan of compromise or arrangement in this proceeding mmtil all creditors of the Applicant have

been paid in full (the “Preferred Shareholder Motion”).

3.  THIS COURT ORDERS that the Representative Counsel shall serve its motion record
in respect of the Preferred Shareholder Motion by no later than September 2, 2010 and that the

Monitor shall post such motion record on the Monitor’s website.
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4, THIS COURT ORDERS that the Order of this Court made June 15, 2010 in this
proceeding (the “Representative Counsel Appointment Order™) be and the same is hereby
amended and varied to include the bringing and prosecution of the Preferred Shareholder Motion

and any related motions or appeals that may arise therefrom within the scope of the Mandate of

the Representative Connsel.

5. THIS COURT ORDERS that the costs and disbursements of the Representative
Counsel incurred in preparing and prosecuting the Preferred Shareholder Motion shall be subject
to review and reasonable approval by the Monitor without waiver of any privilege by the
Representative Counsel, shall thereupon be rejmbursed and paid by the Applicant and ghall not
be subject to the terms and limitations of paragraph 6 of the Representative Counsel

Appointment Order.

6. THIS COURT ORDERS that the Monitor shall serve the Preferred Shareholders with
notice of the Preferred Shareholder Motion by sending a letter to each of the Preferred
Shareholders (the “Preferred Shareholder Letter™), by ordinary prepaid mail to the Preferred
Shareholder’s last known address based on the books and records of the Applicant by no later
than September 3, 2010, enclosing a copy of the Representative Counsel’s Notice of Motion in

respect of the Preferred Shareholder Motion, and advising the Preferred Shareholders as follows:
(a)  the Monitor has obtained an opinion from the Monitor’s Independent Counsel (the
“Opinion”) and setting out the conclusions contained therein;

(b)  the Representative Counsel will make the Preferred Shareholder Motion to this

Court at 10:00 a.m. on the date set forth in paragraph 2 above. The Monitor shall
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advise that a copy of the complete motion record is available on the Monitor's

website;

the Monitor agrees with the conclusjons of the Independent Counsel set out in the

Opinion and will file a report in support of the Preferred Shareholder Motion;

pursuant to the Order of the Honourable Madam Justice Pepall dated July 7, 2010,
the Opinion does not constitute issue estoppel or res judicata with respect to any

matters of fact or law referred to in the Opinion.

if the Preferred Shareholder wishes to oppose the Preferred Shareholder Motion

and assert that it is entitled to rank equally with the Applicant’s creditors, it is free

to do so; and

the Monitor recommends that, if the Preferred S]:Jareholder wishes to oppose the
Preferred Shareholder Motion and assest that it is entitled to rank equally with the
Applicant’s creditors, that the Preferred Shareholder should obtain legal advice

—

(>
and retain legal counsel to Tepresent i, A——————_—_:-

7. THIS COURT ORDERS that Monitor shall publish a notice to the Preferred

Shareholders once in each of the Globe & Mail and the Toronto Star by no later than September

¥, 2010.
z

DISCLOSURE OF OPINION

3. THIS COURT ORDERS that, in connection with the Preferred Shareholder Motion, the

Monitor shall post a copy of the Opinion on its website and report to the stakeholders and this

Court on the conclusions of the Opinion.

d

- ‘31,29&5
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9. THIS COURT ORDERS that the Monitor’s disclosure of the Opinion shall not
constitute a waiver of the solicitor-client privilege of the Monitor with respect to any matters

pertaining to the Opinion.

10,  THIS COURT ORDERS that the Opinion shall not constitute evidence and the legal
conclusions contained in any Monitor's report and the Preferred Sharcholder Letter shail not
constitute expert opinion evidence in this proceeding, or any subsequent proceeding, and the
Monitor, its counsel and its Independent Counsel shall not be cross-examined on these

documents or any of them.

11,  THIS COURT ORDERS that the Monitor is hereby authortzed, nunc pro turc, to redact
the Opinion attached as Exhibit “D” to the version of the Sixth Report served upon any party

other than this Court.

MONITORS ACTIVITIES

e erm e TRt e R ARG s e b - —=l

"12. THIS COURT ORDERS that the Sixth Report and the conduct and activities of the

Monitor described therein be and are hereby approved.
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Heads of Agreement

In connection with the insolvency of Nelson Financial Group Ltd. (“Nelson
Financial”) and the efforts to restructure it or its assets and undertaking in ordet to
maximize the recoveries of its creditors, Douglas Turner Q.C., in his capacity as Court-
appointed representative counsel for the Notehiolders of Nelson Financial (the
“Representative Counsel”),appointed by the Court in the proceeding of Nelson Financial
under the Companies' Creditors Arrangement Aét (the®CCAA”) has been advised by
Noteholders holding more thari hatf of the claims by value that they will not support the
plan of arrangement proposed by incumbent management. The Representative Counsel
has determined that for this and other reasons, a change of management of Nelson
Financial is likely o enhance the possibility of a restructuring of Nelson Financial.

Marc Boutet (“Boutet™) holds all of the voting shares of Nelson Financial and is
its sole director and corporate officer. Boutet is the sole officer, director and beneficial
shareholder of Nelson Mortgage Group Inc. (*Nelson Mortgage™). In each of those .
several capacities and in his personal capacity, he agrees with the Monitor and with the
Representative Counsel to take or-support, as the context may require, the following steps
for the purpose of replacing the incumbent mariageirient control of Nelson Financial:

1. As the sole ditector of Nelson, Mr. Boutet will forthwitlt approve a resolution
satisfactory to the Representative Counsel and to the Monitor appointing Ms.
Sherry Townsend as the Interim Operating Officer of Nelson, delegating to her
the authority to manage the business and assets of Nelson Financial on such other
terms as she or other stakeholders (or aiy of them) may propose and which are
then recommended by the Monitor and approved by the Court. Ms. Townsend.
shall be provided full access to the premises and records of Nelson Finaneial
immediately but shall assume neither responsibility nor authority with respect to
its operations and assets until the Court approves these arrangements and her
appointment oft terms and conditions satisfactory to her.

2. On the date upon which the Court authorizes Nelson Financial to perform these
arrangements and approves the appointment of the Interim Operating Officer (the
“Effective Date™), Boutet shall tender to Nelson Financial for cancellation all of
the shares in its common stock held by him or entities associated with him. As
its sole director, Boutet shall approve and consent to a resolution accepting such
surrender and cancellation. Tmmediately thereafter, Boutet shall resign as a
director, officer and employee of Nelson Financial.

3. Boutet and any corporation associated with him, including without limitation
Nelson Investment Group Ltd. and Nelson Mortgage, will surrender and release




all of their claims against Nelson Financial, including all Claims under the
Claims Procedure Order, provided that the foregoing release shall not apply to or
¢compromise in any way the rights ofs

(@)  Paladin Holdings under existing lease arangements for the office
premises of Nelson Financial; or,

(b)  Boutet in relation only to wages due to him (on existing terms) up to the
Effective Date.

. Nelson Financial shall agree to Propose, ot o support if proposed by a creditor or
other person, a plan of compromise or arrangement in respect of Nelson Financial
which includes & release of such claims by any person against Boutet in his
cdpacity as a ditector of Nelson Financial as can be compromised. pursuant to s.
5.3(1) and (2) of the CCAA..

. (@ The employment of Stephanie Lockman Sobol (“Scbol”) shall be
continued. by Nelson Financial following the Effective Date (defined below) (the
“Temporary Emiployment”) for a period of 6 months (the. “Temporary
Employment Term™) on the basis that the Tempotary Eniployment Term shall
constitute working notice. The Temporary Employment shall be on substantially
identical terms and conditions to those currently in place; except that she shall
report to and be subject to the direction. of the Interim Operating Officer. In the
event that Sobol’s services are terminated by Nelson Financial before the expiry
of the Temporary Employment, Termm, she shall be enfitled to pay in lieu of notice
equal to that which she would have earned during any remaining period of the
Temporary Employment Term. M she should be required to perform for five
months of the Temporary Employment Term, she shall thereupon be granted a
bonus of two months salary,

(b) Nelson Financial will provide a full and final general release in favour of
Sobol of any claims which the Monitor and the Representative Counse] have
knowledge of and are réferred to in the reports of the Monitor in the CCAA
proceedmg up fo the date hereof.

. Nelson Financial will provide a full and final general release in favour of Boutet
and Nelson Mortgage of any and all claims which Nelson Financial may have
against either of them, inclnding without limitation any claims that could be
asserted under section 130 of the Business Corparations Aet (Ontario) in respect
of Boutet’s acts as a director to approve or consent to the payment of any
dividends ot the redemption of any preferred shares of Nelson Financial.

. Subject to the approval and direction of the Court in the CCAA proceeding of
Nelson Financial, the Monitor and the Representative Counsel shall advige the
Ontario Securities Commission that the steps taken by Boutet in the matters dealt
with herein, in their opinion, constitute a material contribufion to the unsecured




creditors and the Noteholders of Nelson Financial and that they do 1ot objectto a
settlement substantially on the terms outlined in the proposal presented by Boutet
to them on October 18, 2010.

8. Nelson Financial shall pay the sum of $90,000 (the “Paymeiit”) to Gowling
Lafleur Henderson, LLP (“Gowlings™), in trust to be applied to reimbuise or pay
legal costs and expenses incurred by Boutet and Sobol after the Effective Date in
relation fo the proceedings commenced against Boutet and Sobol and others by
the Ontario Securities Commission (the “Proceedings™), in full satisfaction of any
obligations pursuant to section 6.2 of the General By-Law of Nélson Financial.
In the event that the Proceedings are fully and finially resolved i felation to
Boutet and Sobol and any amount of the Paymént remains unspent after payment
of all amounts due to Gowlings in respect of the Proceedings, Gowlings shall
return the said amount to Nelson Financial. Upon request, Gowlings shall
provide Nelson Financial with copies of its invoices in relation to the
Proceedings, redacted for privileged information.

The foregoing heads of agreement are subject to and conditional upon the approval of the
Court in the CCAA proceeding of Nelson Financial. The Representative Counsel will
bring a motion seeking such approval and the approval and appointment of the Inferim
Operating Officer by November 18, 2010 to be heard as soon as the Court. will schedule
the same. If such Court approval shall be refused or not granted for any reasan by
November 30, 2010, these heads of agreement shall be null and void and of no effect.

Toronto, Ontario

November 11,2010




The Representative Counsel will make and the Monitor will support an
application fo the Court for the approval by the Court of Nelson Financial and Mare
Boutet entering inte and implementing the arrangements set out above, including the
agreements and releases between Nelson Financial and each of Marc Boutet and
Stephanie Lockman Sobol, and each of the Monitor and the Representative Counsel will
recommend such approval by way of Reports to be filed with the Court.

Toronto, Ontario
_October29;20T0
Mam\fﬂ/\l‘ \7 /Zd@ A. John Page & Associates Inc., in its

capacity as Monitor of Nelson Financial
Group Ltd.

/ AP

A. John Page J -

Douglas Turmer, Q.C., in his capacity as
Representative Counsel appointed by the
Court

TOR_LAWA 75169352
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BY-LAW NOQO.2

a by-Jaw relating generaily to the
fransaction of the business and affairs of
NELSCN FINANCIAL GROUP LTD.

(hereinafier called the "Corporation™)

CONTENTS
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4 Delegation 10
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Dividends

Notices

Execution of Contracts

Sharcholders’ Agreement

BE IT ENACTED as a by-law of the Corporation as follows:

1 DEFINITIONS & INTERPRETATION

1.1  Inthis by-law:

(8) "Act" means The Business Corporations Acf (Onfaric), and the regulations
therecunder, as amended-from time to time, or any successor Act or regulations

thereto, as the case may be;

(b) "Board" means the board of directors of the Corporation;

{¢) "meelings of shareholders™ includes anmual and special meetings.

Unless it is otherwise provided for herein, any other words and expressions used in this by-law

have the meaning attributed thereto in the Act.

1.2 Words importing the singular include the plural and vice versa, and words importing
gender include the masculine, feminine and neuter genders.

o8

DIRECTORS
2.1  Election and Term

Shareholders of the Comporation shall at the first meeting of shareholders and at each
succeeding annual meeting of shareholders, elect directors to hold office for a term
expiring at the first annval meeting of sharcholders following their election.
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2.3
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Resignation

A director who is not named in the articles may resign from office upon giving a written
resignation 1o the Corporation and such resignation becomes effective when received by
the Corporation or al the time specified in the resignation, whichever is later. A director
named in the articles shall not be penmitted to resign from his office unless at the time the
resignation is to become effective a successor is elected or appointed.

Removal

Subject to the provisions of the Ac, the shareholders may, by ordinary resolution passed
at an annual or special meeting remove any director or directors from office before the
expiration of his term and the vacancy created by such removal may be filled at the same
meeting, failing which it may be filled by the directors,

Vacancies

Subject to the Act, a quorum of the Board may fill a vacancy in the Board, excepta
vacancy resulting from an increase in the number of directors or in the maximum number
of directors or from a failure of the shareholders to elect the number of directors. In the
absence of a quorum of the Board, or if the vacancy has arisen from a failure of the
shareholders to elect the number of directors, the Board shall forthwith call a special
meeting of shareholders to fill the vacancy. If the Board fails to call such a meeting or if
there are no such directors then in office, any sharé¢holder may call the meeting.

MEETINGS OF DIRECTORS

‘Meetings by Telephone

If all of the directors present at or participating in the nieeting consent, any director may
participate in 3 meeting of the Board or of a committee of the Board by means of such
telephone, slectronic or other communications facilities as permit all persons
participating in the meeting to communicate with ¢ach other simultaneously and
instantaneously, and a director participating in such meeting by such means is deemed for
the purposes of the Act and this by-law to be present at that meeting.

Calling of Meetings

The Board, a quorumn of directors, the president or the secretary may at any time call a
meeting of the Board to be held at the time and place determined by the Board or by the
person calling the meeting, Meetings of the Board may be held at any place within or
outside Ontario. In any financial year of the Corporation, a majority of the meetings of
the Board need not be held within Canada. Notice of every meeting so called shall be
given to each director not less than forty-eight (48) hours (excluding any part of a Sunday
and of a holiday as defined by the Interpretation Act) before the day on which the meeting
is to be held. A director may in any manner and at any time wajve notice of a meeting of
directors and attendance by a director at a meeting of directors i a waiver of notice of the
meeting, except where a director attends a meeting for the express purpose of objecting (o
the {ransaction of any business on the grounds that the meeting is not lawfully called.
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3.4

3.5

3.6

3.7

3.8
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If a quorum of directors is present, each newly elected Board may without notice hold its
first meeting for the purposes of its organization and the appointment of officers
immediately following the meeting of shareholders at which such Board was elected.

A notice of a meeting of directors need not specify the purpose of or the business to be
tranqa;ictgd at the meeting except where the Act requires such purpose or business to be
specified.

uorum
Subject to the articles of the Corporation, a quorum at any meeting of the Board is:

(a) where the articles set out the number of directors, a majorily of that number;
or

(b} where the articles set out the minimum and maximum number of directors, a
majority of the number of directors which then constitutes the Board.

Chairman of Directors' Meeting

In the event that the Chairman of the Board, if any, the President or any Vice-President
fails to assume the chairmanship of 2 meeting within 15 minutes after the time appoinied
for the holding of the meeting, the persons present at the meeting and entitled to vote
thereat shall choose a person from their number to be the chairman of the meeting.

-

Votes to Govern

At all meetings of the Board, every question shall be decided by a majority of the voles
cast on the question. In the case of an equality of voles, the chairman of the meeting shall
not be entitled to a second or casting vote.

Disclosure of Interest in Countracts

Every director or officer of the Corporation who is party to, or who is a direcior or officer
of or has a material interest in any person who is a party to, a material contract or
transaction, or a proposed material contract or transaction with the Corporation shall
disclose in writing to the Corporation or request to have entered in the minutes of the
meeting of dircctors the nature and extent of his interest as required by the Act, Any such
contract or transaction or proposed contract or transaction shall be referred to the Board
or shareholders for approval even if such contract or transaction or proposed contract or
transaction is one that in the ordinary course of the Corporation's business would not
require approval by the Board or shareholders, and a director interested in a contract or
transaction or proposed contract or transaction so referred to the Board shall not vole on
any resolution to approve same except as provided by the Act.

Resolution in Lieu of Meeting

A resolution in wiiting, signed by all of the directors entitled to vote on that resolution at
a meeting of directors or a committee of directors, is as valid as if it had been passed at a
meeting of directors or a committee of directors. A copy of every such resolution shall be
kept with the minutes of the proceedings of the directors or commitige of directors.
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DELEGATION

Managing Director and Committee of Directors

The Board may appoint from their number a managing director who is a resident
Canadian or a committee of directors, and delegate to such managing director or
commitiee any of the powers of the Board except those which, under the Act, a managing
director or committee of directors has no authority to exercise. A majority of the
members of such committee shall be resident Canadians.

The powers of a comimittee of directors may be exercised by 2 meeting at which a

quorum is present or by resolution in writing signed by all of the members of such

committee who would have been entitled to vote on that resolution at a meeting of the

c(:)ommittee. A meeting of such committee may be held at any place within or outside
ntario.

Unless otherwise determined by the Board, each committee shall have the power to fix its
guorum at not less than a majority of its members, to elect its chairman and to regulate its
procedure. To the extent that the commitles does not establish rules to regulate its
procedure, the provistons of this by-law applicable to meetings of the Board shall apply
mutatis mutandis. )

OFFICERS

Subject to the articles and any upanimous shareholder agreement, the Board may from
time to time appoint a president, one or more vice presidents (to which title may be added
words indicating seniority or function), a secretary, a treasurer and such other officers as
the Board may determine, including one or more assistants to any of the officers so
appointed. The Board may specify the duties of and, in accordance with this by-law and
subject to the provisions of the Act, delegate to such officers powers to manage the
business and affairs of the Corporation.. Two or more offices of the Corporation may be

held by the same person.

Chairman of the Board

The Board may from time to time appoint a chairman of the Board who shall'be a
director. If appointed, the chairman shall, subject to the provisions of the Act, the arlicles
or any unanimous shareholder agreement, preside at all meetings of the shareholders and
the Board and have such other powers and duties as the Board may specify. During the
absence or disability of the chairman of the Board, his duties shall be performed and his
powers exercised by the managing dixector, if any, or by the president.

Presi dent

Subject to any duties imposed upon the chairman of the Board, if one is appointed, the
president shall preside at all meetings of the shareholders and of the Board and is
responsible for the general supervision of the business of the Corporation.
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5.7
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5.9

Vice-President

During the absence or inability of the President to act, his duties shall be performed and
his powers shall be exercised by the vice-president, or if there is more than one, by the
vice-president selected by the Board. A vice-president shall also perform such duties and
g).cercxse such powers as the president or the Board may from time to time delegate to

im.

Secretary
The secretary shall:

(@) attend all meetings of the directors, shareholders and committers and enter or cause
to be entered in books kept for that purpose minutes of afl proceedings at such meetings;

(b) give or cause to be given all notices required to be given to shareholders, directors,
officers, auditors and members of committees;

(¢}  be the custodian of all books, papers, records, documents, corporaté seals, if any,
and other: instruments of the Corporation, except when some other officer or agent of the
Corporation has been appointed for that pwpose by resolution of the Board.

The secretary may delegate his dulies to a nominee from time to time.

Treasurer

The treasurer shall keep or cause to be kept full and accurate accounting records in
compliance with the Act and shall be responsible for the deposit of money, the ¢
safekeeping of securities and the disbursement of the funds of the Corporation; he shall
render to the Board whenever required of him, an account of the financial affairs of the

Corporation,

Powers and Duties of Other Officers

‘The powers and duties of all other officers shall be such as the terms of their engagement
call for or as the Board or the president may specify. Any of the powers and duties of an

officer to whom an assistant hias been appointed may be exercised and performed by such
assistant, unless the Board or the president otherwise divects.

Variation of Powers and Duties

The Board may from time to time and subject to the provisions of the Act, vary, add to or
limit the powers and duties of any officer.

Temm of office

The terms of employment of the officers shall be settled by the Board. In the absence of
writlen agreement to the contrary, each officer holds office until he resigns, his successor
is appointed or he is removed by the Board at its pleasure.
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PROTECTION OF DIRECTORS, OFFICERS AND OTHERS
Limitation of Liability

No director or officer shall be liable for the acts, receipts, neglects or defaults of any other
director or officer or emplayee, or for joining in any receipt or other act for conformity, or
for any loss, damage or expense happening to the Corporation through the insufficiency
or deficiency of title to any property acquired for or on behalf of the Corporation, or for
the insufficiency or deficiency of any security in or upon which any of the moneys of the
Corporation shall be invested, or for any loss or damage arising from the bankruptey,
insolvency or tortious acts of any persan with whom any of the moneys, securities or
effects of the Corporation shall be deposited, or for any loss occasioned by any ervor of
judgment or oversight on his part, or for any other loss, damage or misfortune whatever
which shall happen in the execution of the duties of his office or in relation thereto;
provided that nothing herein shall relieve any ditector or officer from the duty to act in
accord;mcc with the Act and the regulations thereunder or from liability for any breach
thereof.

Indemnity

Subject to the Act, the Corporation shall indemnify a director or officer, a former director -
or officer, or a person who acts or acted at the Corporation's request as a director or

officer of a body corporate of which the Corporation is or was a shareholder or creditor

(or a person who undertakes or has undertaken any liability on behalf of the Corporation

or any such body corporate} and his heirs and legal representatives, against all costs,
charges and expenses, including an amount paid to settle an action or satisfy a judgiment,
reasonably incurred by him in respect of any civil, criminal or administrative action or
proceeding to which he is made a party by reason of being or having been a director or
officer of the corporation or such body corporate, if:

(a) he acted honestly and in good faith with a view to the best interests of the
Corporation; and :

(b) in the case of a criminal or administrative action or proceeding that is enforced by a
monetary penalty, he had reasonable grounds for believing that his conduct was
lawfiul. :

MEETINGS OF SHAREHOLDERS

Annual meetings

The annual meeting of shareholders shall be held at the time and place determined by the
Board, the president or the secretary for ihe purpose of considering the financial
statements and reports required by the Act to be read or laid before the shareholders of the
Corporation at an annual meeting, electing directors, appointing an auditor, if any, and
fixing or authorizing the Board to fix the auditor's remuneration and for the transaction of
such other business as may properly be brought before the meeting.
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7.5
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Special Meefings

Subject to the Act, the Board, the president or the secretary may at any time call a special
meeling of the shareholders of the Corporation to be held at thg, time an place pecia
determined by the Board or the person calling the meeting.

Notice of Meetings

Notice of the time and place of cach meeting of the shareholders shall be sent not less
than ten (10) and not more than fifty (50) days before the date of the meeting to each
director, fo the auditor, if any, and to each shareholder entitled to vote at the meeting,
Notice of a meeting of shareholders called for any purpose other than consideration of the
minutes of an earlier meeting, financial statements the auditors' report, if any, election of
directors and reappointment of the incumbent auditor, if any, shall state the nature of such
business in sufficient detail 1o permit {he shareholder to form a reasoned judgment
thereon and shall state the text of any special resolution to be submitted to the meeting, A
shareholder may in any manner waive notice of or otherwise consent to a meeting of

shareholders.

Scrutincers

At each meeting of the shareholders one or more scrutineers may be appointed to serve at
the meeting by & resolution of the meeting or by the chairman of the meeting with the
consent of the meeting. Such scrutineers need not be sharcholders of the Corporation.

Persons Entitled to be Prese
The only persons entitled to attend a meeting ‘of shareholders are those persons entitled to

vote thereat, the directors of the Corporation, the auditors of the Corporation, if any, and
others who are entitled or required under any provision of the Act or the articles or

‘by-laws to be present at the meeting. Any other person may be admitted only on the

invitation of the chairman of the meeting or with the consent of the meeting,

nOrum

For ali purposes a quorum of shareholders is a person or persons present at the opening of
the meeting, holding shares of the Corporation enjoying not less than 51% of the voting
rights exercisable at such meeting. Provided that, if at the time of the meeting, the
Corporation has only one sharehalder, or only one holder of any class or series of shares
enjoying voting rights at the meeting, the shareholder present in person or by proxy,
constitute a meeting, If a quorum is present at the opening of a meeting of shareholders,
the sharcholders present may proceed with the business of the meeting notwithstanding
that a quorum is not present throughout the meeting.

Proxies

(@) A shareholder entitled to vote at a meeting of shareholders may by means of 2
proxy appoint a proxyholder, or one or more alternative proxyholders, who need not be
shareholders, o attend and act at the meeting in the manner and to the extent anthorized

by the proxy.
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(b) A proxy shall be executed by the shareholder or by his attorney authorized in
writing or, if the shareholder is 2 body corporate, by an officer or attorney thereof duly
authorized and shall conform with the requirements of the Act.

Representative

If a body corporate or association is a shareholder of the Corporation, the Corporation
shall recognize any individual authorized by a resolution of the Board of directors or
govemning body of the body corporate or association to represent it at meetings of
shareholders of the Corporation. An individual so authorized may exercise on behalf of
the body corporate or association he represents all the powers it could exercise if it were
an individual sharehelder.

Votes to Govern

Subject o the Act or the articles of the Corporation or any unanimous shareholder
agreement, at all meetings of shareholders ali questions proposed for the consideration of
the shareholders shall be determined by the majority of the votes cast on the question. In
the case of an equality of votes the chairman shall not be entitled to a second or casting

vote,

Voting
(2) Show ofHands

Voting at a meeting of shareholders shall be by show of hands except where a ballot is
demanded by a shareholder or proxyholder entitled to vote at the meeting, A shareholder
or proxyholder may deniand a ballot ¢ither before or after any vote by show of hands,
Upon a show of hands every person present and entitled to vole has one vote, Whenever
a vote by show of hands has been taken upon a motion, unless a ballot theteon is
demanded, a declaration by the chairman of the meeting that the vote upon the motion has
been carried or carried by a particular majority or not carried and an entry to that effect in
the minutes of the meeting is prima facie evidence of the fact without proof of the number
or proportion of the votes recorded in favour of or against the motion and the result of the
vote 5o taken is the decision of the shareholders of the Corporation upon the motion. A
demand for a ballot may be withdrawn at any tirne prior to the taking of the ballot.

(b) DBallot

Upon a ballot each shareholder who is present or represented by proxy is entitled, in
respect of the shares which he is entitled to vote at the meeting upon the motion, to that
number of votes provided by the Act or the articles in respect of those shares and the
result of the ballot is the decision of the shareholders of the Corporation upon the motion.

Chaimman of Shareholders’ Meeting

In the event that the chairman of the Board, if any, the president or any vice president
fails 1o assume the chairmanship of a meeting in accordance with this by-law within 15
minutes afier the time appointed for the holding of the meeting, the persons present at the
mesting and entitled to vote thereat shall choose a person from their number to be the

chairman of the mesting.
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Resolution in Writing

A resolution in wriling signed by all of the shareholders entitled to vote on that resolution

at a meeting of shareholders is as valid as if it had been passed at a meeting of the

shareholders unless a written statement or representation with respect to the subject

z}:a:ter of the resolution is submitted by a director or the auditors in accordance with the
ct.

SHARE
Share Certificates

Every shareholder is entitled, at his option, to a share certificate, or to a non-transferrable
written acknowledgement of his right to obtain a share certificate from the Corporation in
respect of the shares of the Corporation held by him, but the Corporation is not bound to
issue more than one share certificate in respect of a share or shares held jointly by several
persons, and delivery of a share certificate to one of several joint shareholders is
sufficient delivery to all,

(@) A share certificate shall be signed manuaily by at least one director or officer of the
Corporation or by or on behalf of a registrar, transfer agent, branch transfer agent or other
authenticating agent of the Corporation.

{© edNotwithstanding the foregoing, a fractional share certificate need not be manually
signed.

Replacement of Share Certificates

Where the registered holder of a share cerlificate claims that the share certificate has been
lost, apparently destroyed or wrongfully taken, the Corporation shall issue a new share
certificate in place of the original share certificate if the owner:

(a) so requests before the Corporation has notice that the share certificate has been
acquired by a bona fide purchaser;

{b) files with the Corporation an indemnity bond sufficient in the Corporation's opinion
to protect the Corporation and any transfer agent, registrar or other agent of the
Corporation from any loss that it or any of them may suffer by complying with the request
to issue a new share certificate; and .

(c) satisfies any other reasonable requirements imposed by the Corporation,
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Lien on Shares

The Corporation has 2 lien on each share registered in the name of a shareholder or his
legal representative for a debt of that shareholder to the Comporation,

Enforcement of Lien

If any shareholder (the "Defaulting Sharcholder") defavlts in payment of any monies
owing by suc}} shflrehq]der to the Cotporation, which default continues for 2 period of 30
days afler notice in writing of such default has been given by the Corporation to such
shareholder, the Corporation may sell all or any part of the shares then registered in the
name of the Defaulting Shareholder (the "shares) at 2 bona fide public or private sale or
auction, at which sale or auction any director, officer or shareholder of the Corporation
may purchase the shares or the Corporation may purchase the shares free of any right or
equity of redemption, which right or equity is hereby expressly waived. The terms and
manner of auction or sale shall be at the sole discretion of the Corporation. The
Corporation may accept any offer which it in its absolution discretion considers advisable
upon such terms, whether cash or credit or partly cash and partly credit, as it in its
discretion considers advisable. Notice of any public or private sale or auction shall be
given to the Defanlting Sharcholder at least 15 days prior to the date on which such sale is
to be held. The proceeds of such sale shall be used and applied firstly to the cost and
expense of such sale incurred by the Corporation, including legal fees, secondly to
reimburse the Corporation for out-of-pocket expenses incurred in connection with the
sale and thirdly, for the payment in full of the monies due fo the Corporation from any
Defaulting Shareholder. The balance of the proceeds, if any, shall be paid to the
Defaulting Shareholder. If the proceeds of the sale are insufficient to pay the amount due
to the Corporation, then the Defaulting Shareholder shall remain liable to the Corporation
for any such deficiency. The rights of the Corporation hereunder shall be in addition to
any rights at law available to the Corporation for the enforcement of its liens or for the
collection of the debt of the Defaulting Shareholder.

TVIDENDS
Dividends

Subject to the provisions of the Act, the Board may from time to time declare dividends
payable to the shareholders according to their respective rights and interests in the
Corporation. Dividends may be paid in money or property or by issuing fully-paid shares
of the Corporation or rights to acquire fully-paid shares of the Corporation.

A dividend payable in cash shail be paid by cheque to the order of each registered holder
of shares of the class or series in respect of which such dividend has been declared and
mailed by prepaid ordinary mail postage prepaid to such registered holder at his recorded
address, unless such holder otherwise directs in writing. In the case of joint holders the
cheque shall, unless such joint holders otherwise direct in writing, be made payable to the
order of all of such joint liolders and mailed to them at their recorded address. The
mailing or delivery of such cheque as aforesaid shall satisfy and discharge all liability for
the dividend to the extent of the sum represented thereby plus the amount of any tax
which the Corporation s required to and does withhold,
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In the event of non-receipt of any dividend cheque by the person to whom it is mailed or
delivered as aforesaid, the Corporation shall issue to such person a replacement cheque
for a like amount upon being forished with such indemnity, reimbursement of expenses
and evidence of non-receipt as the Board may from time to time prescribe, whether
generally or in any particular case.

Joint Shareholders

If two or more persons are registered as joint holders of any share, any one of such
persons may give effectual receipts for the certificates issued in respect thereof and for
any dividend, bonus, return of capital or other money payable or warrant issnable in
respect of such share. :

NOTICES
Method of Giving Notice

A notice or document required by the Act, the articles or the by-laws to be sent to 2
shareholder, director, auditor or member of a conmmitice of the Board may be sent by
prepaid mail addressed 1o, or may be delivered personally to;

(a) the shareholder at his latest address shown in the records of the Corporation or its
transfer agent; and

(b) thedirector at his latest address as shown in the records of the Corporation or in the
most recent notice filed under the Corporations Information Act, whichever is the more
current. .

Notice to Joint Shareholders

All notices with respect to any shares registered in more than one name may, if more than
one address appears on the books of the Corporalion in respect to such joint holding, be
given to such joint shareholders at the first address so appearing, and notice so given shall
be sufficient notice to all the holders of such shares.

Signature of Notices

The signature of any notice to be given by the Corporation may be written or printed or
partly written and partly printed.

QOmissions and Errors

The accidental omission to give any notice to any sharcholder, director, officer, auditor or
member of a committee of the Board or the non-receipt of any notice by any such person
or any error in any notice not affecting the substance thereof, shall not invalidate any
action taken at any meeting held pursuant to such notice or otherwise founded thereon.
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Persons Entitled by Death or Operation of Law

Every person who, by operation of law, transfer, death of a shareholder or any other
means Whatsoever, becomes entitled to any share or shares, shall be bound by every
notice in respect of such share or shares which is duly given to the shareholder from
whom he derives his title to such share or shares until such time as his name and address
are entered on the books of the Corporation (whether it be before or after the event npon
which he became so entitled).

Waiver of Notice
Where a notice or document is required by the Act or by any by-law to be sent, the notice

may be waive_d_or the time for the notice may be waived or abridged at any time with the
consent in writing of the person entitled thereto.

EXECUTION OF CONTRACTS

Execution of Instruments

Deeds, transfers, assignments, contracts and any other documents of the Corporation shall
be signed on behalf of the Corporation by:

two directors or the President together with the Secretary,

Any director or officer of the Corporation is hereby authorized and directed to sign any

articles on behalf of the Corporation. :

Notwithstanding any provision to the contrary contained in the by-laws of the
Corporation, the Board may at any time or times direct the manner in which and the
person or persons by whom any particular deed, transfer, assignment, contract or other
document, or any class of deeds, transfers, assignments, contracts or other documents,

shall be signed, .

Banking Arrangements

All funds of the Corporation shall be deposited in its name in such account or accounts as
are designated by the Board. Withdrawals from such account or accounts and the
making, signing, drawing, accepting, endorsing, negotiating, lodging, depositing or
transferring of any cheques, promissory notes, drafts, acceptances, bills of exchange and
orders for the payment of money with the institution maintaining such account or
accounts shall be made by such person or persons as the Board from time to time

delermines.
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12 SHAREHOILDERS' AGREEMENT

12.1 Norwithstanding anything contained in this by-law and any amendment or supplement
hereto, the provistons of this by-law and any amendment or supplement hereto shall be
ainended to the extent necessary to give effect to the provisions of any shareholders'
agreement in force between the Corporation and its sharehiolders, and to the extent that
there is any conflict between the provisions of this by-law and any amendment or
supplement hereto and any such shareholders' agreement, the provisions of such
shareholder'’s agreement shall prevail.

13 REPEAL
13.1 By-law No.1 and any other by-laws inconsistent herewith be and the same are hereby
repealed.

ENACTED by the Board on the 29th day of June, 2003,

D

" Mgt Boutet
President and Secretary

CONFIRMED by the shareholder in accordance with the Act on the 29th day of June, 2003..

A

» -

Mart Boutet ’
ecretary
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- SHERRY TOWNSEND

PROFILE

A high-calibre executive with a focus on operational management, process improvement and team
leadership. An energetic team leader able to communicate effectively with people of all ages and
backgrounds working collaboratively to resolve issues and to motivate team members to achieve personal
and organizational objectives. Able fo identify and implement successful process improvements that
increase accuracy, consistency and efficiency through analysis and attention to detail.

- BUSINESS EXPERIENCE

BUSINESS PROMOTIONAL PRINT AND PACKAGING INC., Scarborough 1992 - present

- OWNER

Responsibilities:

» Oversees management of entire business including daily operations,
monitoring cash flow, budget and overhead, and performs safety and
compliance checks

Provides leadership and strategic vision to guide all aspects of the business
Conducts strategic planning to manage business growth and maintenance
Manages 50 employees on a daily basis

Liaises with management on production meetings

Develops and nurtures business relationships with clients

Manages clients on a day to day basis

Negotiates company contracts with clients

VYVVvvVY

Accomplishments:

» Built the business from the ground up to $8 million in annual sales

» Expanded the business from packaging and printing by developing and

integrating promotions and fulfillment house capability, thereby creating a one

stop shop for clients

Employ and manage 50 employees

Fostered a positive work environment achieving a high employee retention rate

Boasts top tier list of clients

Selected as a preferred supplier fo manage warehouse management system

for a client’s retail products and packaging

Achieved several million dollars in cost savings for a client through effective

cost management and negotiation

Developed and implemented stringent, high quality packaging standards

Awarded and recognized by a client for achieving 100% ac¢curacy in our

business output

> Developed and implemented promotional activities which achieved 35%
increase in sales

YV VYV VYVVVYY

BUSINESS COMMERCIAL HAND LABOUR, Scarborough 1983-1992
OWNER '
Responsibilities:

> Management of general business day to day operations
> Supervising and training employees



> Development of customer relationships

Accomplishments:

> Launched new packaging company in 1983

> Achieved $1.5 million sales volume in 2 years

> Expanded the business to include printing in 1988
» Secured top tier clients

HEAD CASHIER DOMINION STORES LTD, Scarborough 1973-1983
Responsibilities:

» Forecast planning
> Customer care

» Inventory control
> Staff recruitment
» Siaff training

Accomplishments:

» Promoted to head cashier at 21 years of age

~ EDUCATION
INTERIOR SENECA COLLEGE, Toronto 1985-1986
DESIGN

— OTHER
ACCOMPLISHMENTS

- » Raised $282K for breast cancer through fundraising efforts

- OTHER SKILLS

> Proficient in Microsoft Office, Word, Excel, PowerPoint, Outlook, Warehouse
Management systems
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clratagy + aracass= pedonmance

NELSON FINANCIAL GROUP LTD. (“Nelson”)
CONSULTING PROJECT TERMS OF REFERENCE
November 11, 2010

Background

On March 23, 2010 Nelson filed for protection under the CCAA. A. John Page & Associates [nc. was
named as Monitor.

In May/June 2010 the Monitor completed a viability review, a loan portfolio review and a liquidation
analysis with respect to Nelson based upon its historical business activity and its loan portfolio as at
March 31, 2010.

These reviews contained a number of assumptions and raised a number of questions about MNelson’s
business and prospects that were beyond tha scope of the review undertaken by the Monitor to validate
or address at that time.

Since March 2010 there have been a number of changes to Nelson's business. In particular, Nelson's
lending has drapped significantly and is of a shorter term nature than in the past. Nelson has made
some changes to its business practices to address issues raised by the Monitor relating to its collection
and bad debt reserve practices.

It seems that Nelson is about to change its senior management.

The new senior management, in consultation with the Monitor, would like Avanzare Inc., building on the
work done by the Monitor, to further and more extensively evaluate Nelson's strategic options ie:

=  Ongoing concern
= Sale
*  Dissolution

as well as its business practices.



Avanzare Inc. initial Observations and Understanding

e Sub-prime market crash coupled with poor operating practice has been the primary driver of
company insolvency
= The Risk function in particular is the root cause of mast problems
= Risk function includes the following processes:

o]
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Customer adjudication/scoring
Credit line assignment

Pricing

Customer behaviour monitoring
Fraud

Collections

Bad debt

Overall portfolio menitering
Compliance

Poor capital raising and cash management practices have exacerbated the problem
Some partners and vendor clients have abandoned Nelson due to its insolvency putting a further
strain on resources

¢ The investors appear willing to keep capital in the business by restructuring debt if they see, by
way of an assessment and a viable go-forward business plan, a way to recoup more of their
money than through alternatives

Objective of the Project

The ohjectives of the consulting project are to:

i.  evaluate the viability of Nelson as an ongoing cancern under the new management team
ii. provide an opinion on other strategic options (sale, dissolution)
iii.  provide recommendations and oversee implementation of Risk function remedial actions if
deemed strategically appropriate (pursuant to findings of i. and ii.)

Staffing

This project will be undertaken primarily by:

¢« M. lan Townsend
o Project Leader
o 25%oftime
o CVattached
s Other partner contributors

(s}

specific individual to be assigned according to needs as they are identified

0
o)
o 75% of time overall
o)
o

CVs attached



Project Scope & Deliverable

1. Evaluate:
¢ current portfolio quality
s overall Company operations

2. Recommend:
*  asan ongoing cancern:
‘o business strategy
o required operational fixes
¢ pther strategic options
o sale
= likelihood of potential buyers
»  opinion on range of value for the book
o Dissolution

3, Risk function-specific:
e Prohlem assessment
e Recommend remedial action
Estimate write-offs
Recommend bad debt action plan
Initial ‘oversight of fixes and technology install

Project Structure, Timing & Budget Estimate

Phase 1:

+ 1 & 2 from above (Evaluate, Recommend)
»  Activity includes:
o Reviews of existing reports, documentation
o Subject-specific information requests made by consultants and prepared by staff
o Staff interviews
o Site visit
e Project to be completed no later four weeks after installation of the I0O (Interim Operating
Officer)
s Cost of 514,000 {7 days @ $2,000/day} plus taxes and expenses



Phase 2:

To be commenced only after approval has been given to commence this phase by the 100 and the
Monitor

* 3 from above (Risk function)
+ Commences only after completion of Phase 1, completed no later than ten weeks after
completion of Phase 1

* Cost of approximately $61,000 (consulting fees of $26,000 representing 16 days @ $1,600/day +
estimated software cost of $35,000) plus taxes and expenses

Key Contacts

¢ Project Owner — Ms. Sherry Townsend (100)
s Monitor — Mr. John Page

Approvals:

On Behalf of Nelson: On Behalf of Avanzare inc.
Name: Mr. lan Townsend

Title: CED

Date: Date:




IAN TOWNSEND

PROFESSIONAL EXPERIENCE:

AVANZARE INC, CEO/Principat

Avanzare Inc. is a consulting agency whose mission is to help
clients build high-performance organizations that drive
breakthrough results, We do this by developing and linking
Business Strategy, Business Design and Business Process. The
agency has developed and utilizes proprietary processes for
strategy, process design and organizational development.
Avanzare maintains a tier client roster with a primary sector
focus in Financial Services. Other industries include Retail,
Pharma, Telecom, Packaged Goods, CRM/Loyalty, E-
Commerce, Sports Marketing and Non-Profits

GOLDEN BOOKS Executive Vice—President, Sales & Marketing
FAMILY ENTERTAINMENT - responsible for all USA Sales & Marketing, Canadian subsidiary
- $500MM in annual sales

UNILEVER Director of Sales, Lipton USA
- directed account teams for major food wholesale customers
- $750MM in annual sales
Regional Sales Director, Lipton Canada
- responsible for Ontario and Atlantic Canada
- $200MM in annual sales
Supply Chain Reengineering Director, Lipton Canada
Customer Marketing Director, Lipton Canada (1992-4)

CANADA TRUST Marketing Officer

EDUCATION Bachelor of Commerce, McMaster University, 1985
Certified Management Consultant (CMC)
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Court.File No. 10-8630-00C1,

ONTARIO :
SUPERIOR COURT OF JUSTICE ;
‘COMMERCIAL LIST
THE HONOURABLE MADAM ) TUESDAY, THE 15"
N )
JUSTICEREPALL ) DAY OF JUNE, 2010

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

AND INTHE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF NELSON FINANCIAL GROUP LTD. (the “Applicant”)

Applicant

ORDER
(Appointing Representative Counsel) ,

THIS MOTION, made by Nelson Financial Group Lid. (the “Applicant”) pursuant to

‘the Companies' Creditors Arrangement Act; R.S.C. 1985, ¢. C-36, as amended (the “CCAA>).

was heard this day at 330 University Avenpe, Toronto, Ontatio,

ON READING the Notice of Motion of the Applicant, the Affidavit of Marc Boutet
sworn June 11, 2010 and the Third Repott (flie “Third Report”) of A. John Page & Associates:

Inc. in its. capacity a5 Court-appointed "moni'tgx;'df the Applicant (the “Monitor”).and on hearing:
fug. Difurio _fewrif_:u Camemission, F’o;mrt"n} Mackie l{aéﬁ'}@ﬁ,

from counsel for the Applicant, the Monitor, ; srcli-otie el-as-wer _
s# Noel omd Lorta D'Elves oid Leadewn Fiomeipl Sorvieas Tac., 16 oo ofsy
appearing although duly served as appears from the affidavit of sérvice, filed. - ' -



1. THIS COURT ORDERS that the time for service. of the Notice of Motion, the Motion:
Récord and the Third Repoit is hereby abridged so that this Motion is properly returniable today

and hereby dispenscs with further service thereof.
- iy o BE) 7 of

2. THIS COURT ORDERS that Douglds Turner, Q.C. be and is hereby appoinitéd as,
representative counsel (the “Representative: Counsel”) to tepresent the interests of all petsons,
who, as at Maich 23, 2010, held promissory notes issued by the Applicant: (the “Noteholders”)
for the sole purpose of advising the Nateholders in respéct of any plan of comipromise or

‘arrangement in this CCAA proceeding (thie “Mandate”).
3. THIS COURT ORDERS that, in fulfilling the Mandate, the Representative Counsel:

(@) may consult with individual Noteholders butshall not be.obligated to-follow the,

instructions of nor-provide opinions to-individual Notelioldefs;
(b)  ‘may consult-with and provide his views to the Monitor and/or the Applicant;

(c).  shall act in the best interests of the Noteholders- as a whole and take such
necessary and appiopriate actions and steps as the Representative Counsel deems

“fit from time to time; and,

(d) shall iricur no liability or obligation as a result.of his appointment or-the carrying
out of the provisions of this Order save and except for-any gross negligence or

=~ wilful misconduct.on his pait, andy
) i% directee to 2nsane. Richaad 8 Jones &g Spacied Counsel onan 18 neadad basis
e ‘f(:adl'ciﬂ-'ﬂ'\-t W utadive. (oviasel ith adddoe. in respRot 2f the M apngtaden etered ffaa
. flovistens and eperation of the CZ,V{I’-L. ‘ T
4, THIS COURT ORDERS that the acfivities of the Representative. Counsgl shall be -

restricted to fulfilling the Mandate, gno



5. THIS COURT ORDERS that the Applicant shall, subject to the Representative Counsel.
exécuting a confidentiality agreefment, provide to' Represéiitative Co'u';'l'sel, ‘Wwithout charge, the.
naines, last Kiown addresses; last kinown telephoné nurhbers; and last kinown e-itiail dddidsses (if
any) of all the Noteholders, to be.used oply for thé purposes of the perforinance by thie;

Representative. Counsel of the: Mandate,

6. THIS COURT ORDERS. that, subject to such fee divangements &s have been agreed to-
by the Applicant and Represeniafive Counsel, all r¢asonable legal fees and dther ificidental fees
and disbutsements incurred by Representative. Counsel, up to an aggregate amouit of $75,000,
shall. be paid by the Applicant on a monthly:basis, forthwith upon the rendering of accounts fo
the Applicant. In the &vent of any disagréefiient regarding Such fees, such-matters may be

remifted to this Court for determination.

7. THIS COURT ORDERS that the Representative Counsel is authorized to take all steps.
and to dév all acts necessary or desirable. to caI:ny out the terms of this Order, including dealing
with any Court or any tegulatory. body, vther governimerital ninistry, department or agency (each.
a “Governmental Authority”), and to take all such stéps as are iigcessary or'incidental thereto,
provided adequate motice is given to the Applicant and the Monitor. beforé any forinal

proceedings. before'a Court or Governmental Authority are commenced.

8. THIS COURT ORDERS thét a copy of this§ Order and & letter from the Representative:

Counsel explaining the effect of this Order be posted on ttie Monitor’s website.

9. THIS COURT ORDERS that no action or other proceedings shafl be cormenced
against the Representative Counsel relating to their.acting as such, except with prior leave of this

Couit, on at least 7 days® notice to thé Representative Counsel.



10.  THIS COURT ORDERS that Representative Counsel may from time to fime apply fo:
this Counrt for advice and diréctions in respect of its appointmeiit oi the: fulfiliment of its duties in
carrying out-the provisions' of this Order, upon ndfice fo the Applicant anid theé Monitor-and to

other interested partiés_, unless otherwise ordered by the Court.
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Court File No. 10-8636-00C1L

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MADAM ) WEDNESDAY, THE 7
).
JUSTICE PEPALL ) DAY OFJULY, 2010
.4_;{{5@5‘?‘;& )
< ' ’-4';"\
A5 g5 9\ IN THE MATTER.OF THE COMPANIES’ CREDITORS
5 ek AERMNGEMENTACT, R.S.C. 1985, ¢. C-36, AS AMENDED
EEA AR
& Ty h;m T@E MATTER OF 4 PEAN OF COMPROMISE GR ARRANGEMENT
T, S OF NELSON FINANCIAL GROUP LD,

4\_..3-!? %%‘ -
Applicant
ORDER
(Appoinfing Independent Connsel)

THIS MOTION rade by Nelson Financial Group Ltd, (the “Applicant”) for'an Order,
inter alia:

(@)  abthorizing. and ditecting: thie Monitor to refain Elizabeth Pillon as independent
counsel for the sole purpose of reviewitg the termis and conditions.of the preferred hares issued
by the Applicant and reporting o the stakeholders and this Honourable Court with: ter opinion as
to {i) the legal relationship of the Applicant and all persons who, &s-at: March 23, 2010, kield.
preferred shares jssued by the Applicent (the “Preferted Sharebiolers®); (i) whether: the
Preferred Shareholders have a claim: provable against the Applicant within the meaning of

Section 20(1)(a) of the Companies’ Creéditors Arrangemen Act (the “CCAA”) and Section 121



-2-

of theBankruptay and Insolvency 4ét {fhg “BIA®); and, if so, (iii} whether such claims provable
are equity claims within the meaning;bﬁﬁecﬁdﬁ-ﬁ of the CCAA (the “Mandate”); and:

() approving the Fourth. Report dated fuly 2, 2010 (Hfie “Fourth Report?) of A,.
Jokin Page & Associates Inc. in its éapacity-ay the Court-appointed Ménitor af the Applicaiit (the

“Monifor”) and the conduct and activities of the Monitor described therein,
was lieard this day at 330 Universify, Avénue, Toronto, Ontario.

UPON READING the Affidavit of Marc Boutet swom July $, 3010 and the Forirth
Report and upon hearing from coinse] for the Applicant, counsel for the Mbritor, counse] for
Staff of the Ontario Securities' Comraission, Richard Jones in his.capacity as special counsei for
the holders of promissory notes issues by:the Applicant; and the proposed. independent cousisel,

no one glse appearin'g'althdﬂlgh duly served as appears - from the Affidavit of Service, filed:
SERVICE.

1. THIS COURT ORDERS that tlié tiine for service of the Natice of Motion, the Motion
Record and the Fourth Report ishereby abidged so that this Motion is properly returnable today

and'liet!eby dispenses with further service thereof,
INDEPENDENT COUNSEL

2. THIS COURT ORDERS that the Monitor be and is hereby authorized and directed to
retain, Elizabeth Pillon. as independent counsel (the “Independent. Counsel’} for the sole

purpose of advising the Moritor in réspect of the Mandate,



..‘.3-~

3.  THIS COURT ORDERS thit the Independent Counse! shiall, by: no Jater than. July 31,
2010, provide.an opinion to the Monitor a3 to the asséssriént by the Tdépendent Courisel of the
claims: presently held or that misy' be. asserted. by the. Preferred Shareholdf.rs a%. against the
Applicant including whether the: Preferréd Shareholders have 4.claim provable. against the
Applicant within the nieaning of ‘Section 20(T)(a) of the CCAA anid Section 121 of BIA dnd, if
so, whether such. claims provable are equity elaims withii the meaving of Section 2 of the

CCAA,

4. THIS COURT ORDERS that the Monitor shall, if it is satisfied: that the-assumed facts:
of thg opinion. are- not unreasonable, cause a copy-of the: opinion {o be made available. o the

Monitor’s website. for information puposes only and filed with this Hornourable Court.
5.  THiIS COURT ORDERS :tiiat-the-topinion of Independent Eonnsel shall ot constitite
issue estoppel or res judicata Witﬁ-rﬁép@i;;;-_téﬁany matters.of fact orlaw seferred to in the opinion,
6. THIS COURT ORDERS that, in fulfilling the Mandate, the Independent Counsei:

(8).  may consult with iitdividual Preferred Shareholders;

().  may-consult withand provide her views to.the Applicant;

(c)  shall take such necessary and appropriate: actions and steps as the Independent

Counsel deems fit froim timeé to time;} and
(@  shall incirr rio Habilify or Gbligation as a result of hét refainer or the carrying out
of this Order save and except for any gross negligence: or wilful misconduct on

her part.
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7. THIS COURT ORDERS that the activities, of, the. Indepéndent: Counsel shall be

restricted to fulfilling thé Mandate,

8.  THIS COURT ORDERS thit, subjéct to such fee atrangefiisnts as have been agieed to
‘by the Applicant and the IndependentCounsel, all reasonable legal-fees and other incidental fees
and disbursements incirred by the Independent Counsel up to an aggregate anioimt of $50,000;
shall bepaid by ttie- Applicant on 4 nionthily basis forthwith upon the renidering of acconnts to the
&ppii_i;aht.. In the event of any di%ag;:&i_:x’iibi_nt _rcgartiing_ stich fees, sich inatters may be remiued_

to.this Honourable Court for determination.

9.  “THIS COURT. ORDERS:fhat;in cairying out the Mandate, fhe: Independent Counsel is
authorized to communicate with any Coust or' any regulitory bady, otlier governmiental ministry,

department or agency (each a “Guoveinniental Authority”).
MONITOR’S ACTIVITIES
10.  “THIS COURT ORDERS {hat fié;Foirth Report and the: conduct and astivities of the

Monitor described thersin be and ate hierdby approved,

e T
Chrlstina Trwin
Ragistrar, Supatior-Cout of Justice

ERIRRED AT 7 INSERIT A TOAONTO
CN:4 BOOK NO: '
LE /DANS LE REGISTRE NQ..

JULG7 2010
'Psmpmfkf
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Exhibit "T"

Ninth Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of

Nelson Financial Group Ltd.
dated November 15, 2010

Third Updated Cash Flow Forecast
from September 11, 2010
to December 10, 2010
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NELSON FINANCIAL GROUP LTD. ("Nelson*)

NOTES/PROBABLE AND HYPOTHETICAL ASSUMPTIONS UNDERLYING
WEEKLY CASH FLOW FORECAST FOR THE 13 WEEK PERIOD ENDED
DECEMBER 10, 2010

1.

10.

11.

The Cash Flow Forecast has been prepared by Nelson to support a further application
to extend the stay of proceedings first ordered when Nelson filed for and obtained
protection from its creditors pursuant to the Companies Creditors' Arrangement Act
("CCAA") on March 23, 2010

Nelson is assumed to continue to operate on a going concern basis throughout the
Cash Flow Period.

Opening Cash - The actual reconciled cash balance on September 10, 2010.

Net new lending forecasts are based on recent historical trends combined with the net
addition of certain new vendors. The net new lending forecasts do not include the
impact, if any, of the recent decision by Nelson to abandon its self imposed lending
cap and instead seek out further vendors in order to ensure that its book of loans trend
towards 50% of their historical level.

No significant changes underwriting criteria and related loan pricing

Collection of accounts receivable is based on historical average collection patterns
having regard to the declining loan balances and the change in the mix of lending.

Payroll costs are based on 24 full time staff. Employee liabilities are assumed to be
paid in the ordinary course. All other pre filing liabilities are stayed as a result of the
CCAA proceedings.

Payments of investor interest, investor redemptions, preferred share dividends and
preferred share redemptions are stayed as a result of the CCAA proceedings

Rent payments are on the basis of existing lease arrangement at the Piclering location
only.

Selling, general and administrative expenses are calculated based on the recent patterns
of payment in which variable components are lower than historical levels reflecting
lower loan volumes.

Restructuring costs represent projected payments on account of the fees and expenses
of the Monitor, the Monitor's counsel, Nelson's counsel, the Noteholders'
Representative Counsel and the Independent Counsel to the Monitor. It is assumed
that the unpaid balance of the fees and expenses billed by the Monitor up to June 30,
2010 will be paid by Nelson at the rate of $30,000 per month through 2010. Alf other
fees and expenses to be paid as billed.



12.  The Cash Flow Forecast does not include any payments that might flow from of the

successful adoption of a plan of compromise or arrangement.

13.  The disbursement labelled "Other" reflects the amount transferred back to Nelson's

general operating account in connection with the settlement reached with a secured
creditor, Foscarini Mackie Holdings Inc.

SADATAWRCLIENTS\NELSON\CFASSSE. WPD



Exhibit "J"

Ninth Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of
Nelson Financial Group Ltd.

dated November 15, 2010

Actual/Projected Cash Flow
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Exhibit "K"

Ninth Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of
Nelson Financial Group Ltd.
dated November 15, 2010

Cash Flow Variance Report
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Exhibit "L"

Ninth Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of
Nelson Financial Group Ltd.
dated November 15, 2010

Amended Statement of Allegations
dated November 10, 2010
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Ontario Commission des P.0. Box 55, 19" Floor CP 55, 19e étage
Securities valeurs mobiliéres 20 Queen Street West 20, rue queen ouest
Commission  de I'Ontarlo Toronto ON M5H 358 Toronto ON M5H 358

Onlarlo

IN THE MATTER OF THE SECURITIES ACT
R.8.0. 1990, ¢.5.5, AS AMENDED

- AND -

IN THE MATTER OF
NELSON FINANCIAL GROUP LTD., NELSON INVESTMENT GROUP LTD.,,
MARC D. BOUTET, STEPHANIE LOCKMAN SOBOL,
PAUL MANUEL TORRES, H. W. PETER KNOLL

AMENDED STATEMENT OF ALLEGATIONS
OF STAFF OF THE ONTARIO SECURITIES COMMISSION

Staff of the Ontario Securities Commission (“the Commission’) make the following allegations:

L OVERVIEW

1. This proceeding relates to an illegal distribution of securities in breach of the Securities
Act, RS.0. 1990, ¢.S.5, as amended (the “Act”), by the respondent issuer, Nelson Financial
Group Ltd. (“Nelson. Financial™), its related investment company, Nelson Investment Group Ltd.
(“Nelson Investment”) (collectively, the “Nelson Entities™), the directing mind of these entities,
Marc D. Boutet (“Boutet”), and by the other individually named respondents, H. W. Peter Knell
(“Knoll”), Paul Manuel Torres (“Torres™) and Stephanie Lockman Scbol (“Sobol”), who were
employees and/or agents of Nelson Financial and/or Nelson Investment (collectively, the
“Respondents™). -

2. Between December 19, 2006 and January 31, 2010 (the “Material Time™), Nelson
Financial, through Nelson Investment and/or its employees and agents, including the individual
Respondents, raised investor funds of over $50 million {net of redemptions) from approximately
500 Ontario investors by issuing non-prospectus qualified securities. Although the Respondents
purported to rely upon the Accredited Investor Exemption (defined below) in selling securities of

Nelson Financial, a significant percentage of investors were not accredited. The Respondents’



conduct as described herein constituted an abuse of the Accredited Investor Exemption in

violation of Ontario securities law.

3. Throughout the Material Time, Nelson Financial operated at an increasing accumulated
deficit and was unable to meet its obligations to investors without the receipt of new investor
capital. In addition to its ongoing working capital requirements and conirary to express
representations to investors about the use of their capital, Nelson Financial used investor funds
that it had obtained in breach of the Act to pay other investors the returns on their investment and
continued to accept additiopal investor funds in order to do so when Nelson Financial was
insolvent. As a means of inducing investors to remain invesied in Nelson Financial and to make
further investment in Nelson Financial through the purchase of additional securities, Nelson
Investment and Nelson Financial, at the direction of Boutet, misrepresented to investors that
Nelson Financial was experiencing unprecedented financial success. Boutet, as the directing
mind of the Nelson entities, and Sobol, as Nelson Financial’s de facto chief financial and chief
operating officer, were aware of and/or directed this conduct. During the Material Time, the
Nelson Entities and Boutet, as the directing mind of the Nelson entities, engaged or participated
in acts, practices or courses of conduct relating to the securities of Nelsoﬁ Financial that they
knew or ought to have known perpetrated a fraud on persons, contrary to section 126.1(b) of the
Act. Boutet, as the directing mind and Sobol, as Nelson Financial’s de facto COO and de facto
CFO, were aware of and/or directed Nelson Financial to continue to aceept investors’ funds in

circumstances where it was abusive to the integrity of the capital markets.

4. In addition to the unlawful conduct identified above, Nelson Financial, Nelson
Investment and Boutet made statements to the Commission and to Staff of the Commission that

were materially misleading and in breach of the Act.

II. THE RESPONDENTS

5. Nelson Financial was incorporated in Ontario on September 14, 1990. Nelson Financial

is not a reporting issuer and is not registered under the Act. Nelson Financial provides vendor



assisted financing for the purchase of home consumable products, either through a vendor {or an

aggregator of vendors), or directly to the consumer (the “Consumer Loans™).

6. Nelson Investment was incorporated in Ontario on September 14, 2006 for the sole
purpose of selling securities of Nelson Financial. On December 19, 2006, Nelson Investment
obtained registration under the Act as a dealer in the category of limited market dealer (“LMD"),

now exempt market dealer (“EMD”).

7. Boutet is a resident of Ontario and was at all material times listed as the sole officer and
director of Nelson Financial and Nelson Investment (fogether, the ‘“Nelson Entities™). Boutet is
the directing mind of the Nelson Entitics. Throughout the Material Time and, in addition to
acting as the directing mind of the Nelson Entities, Boutet acted as a salesperson at Nelson

Investment and dealt with a select group of investors.

8. Throughout the Material Time, Boutet was registered with the Commission: firsf as a .
trading officer under the category of LMD with Nelson Investment and then subsequenily as the :
ultimate designated person and chief compliance officer under the firm registration category of
EMD.

9. Knoll was initially employed by Nelson Financial in the Fall of 2005 and was then later
employed by Nelson Investment as a salesperson and its compliance officer from at least
December 19, 2006 until September 15, 2009. In that period, Knoll was registered with the
Commission as a trading officer and the designated compliance officer of Nelson Investment.
Upon Knoll’s departure from Nelson Investment, Boutet took over as the compliance officer of

Nelson Investment.

10.  Tormres was employed by and acted as a salesperson for Nelson Investment beginning in
or around August 2008. Torres has been registered under the Act as a salesperson (now dealing

representative) with Nelson Investment since November 13, 2008.



11.  Sobol is employed by and was the de facfo chief financial officer (“CFO”) and de facto
chief operating officer (“COO”) of Nelson Financial and has been so employed since May 2008.
Sobol was a key member of the management team of the Nelson Entities, Sobol is not and has

never been registered with the Commission.

II. BACKGROUND AND PARTICULARS TO ALLEGATIONS

A, Lllegal Distribution — Sections 25 and 53 of the Act

12.  Nelson Investment was incorporated by Boutet in 2006 for the sole purpose of selling
securities of Nelson Financial and, throughout the Material Time, Nelson Investment’s business

was limited to selling securities of Nelson Financial.

13.  During the Material Time and through Nelson Investment, Nelson Financial raised
approximately $82 million through the sale and distribution of securities of Nelson Financial to
(almost exclusively) Ontario investors. As of February 28, 2010, there were approximately 500
Nelson investors with a total investment amount outstanding of approximately $51.2 million, net

of redemptions.

14.  The sccurities sold and distributed by Nelson Financial were in the form of fixed term
promissory notes and preferred shares and were offered by Nelson Financial at fixed/guaranteed
annual rates of return of 12% and 10%, respectively, typically paid to investors on a monthly

basis.

15. Nelson Investment, Boutet, Knoll and Tormres each received commissions on the funds
raised by the sale of Nelson Financial securities, including on amounts “rolled over” by investors
upon maturity of the promissory notes, i.e. where an investor opted to remain invested with

Nelson Financial instead of redeeming their investment.

16.  Throughout the Material Time, the scope of regisiration for Nelson Investment, Boutet,
Knoll and Torres was limited to the sale of securities for which a prescribed exemption was

properly available.



17. In distributing securities of Nelson Financial, the Nelson Entities purported to rely upon
the accredited investor exemption as set out in section 2.3 of National Instrument 45-106 (the

“Al Exemption™).

18. A significant percentage of the investors to whom securities were issued by Nelson
Financial either did not meet the requirements necessary to qualify as accredited investors or
there was insufficient information for the Nelson Entities and their eoployees and/or agents to

make that determination.

19.  In many instances, the Respondents knew or ought to have known that the investors were
not accredited and failed to make further inquiries to determine whether investors were, in fact,

accredited.

20.  For each investment up to October 2009, Boutet signed the respective offering and
issuance documents in his capacity as President of Nelson Financial, including the term sheet for
each promissory note/preferred share, and each promissory note issued by Nelson Financial.
After that time and upon Boutet’s replacement of Knoll as the compliance officer of Nelson
Investment, Sobol signed the issuance documents on behalf of Nelson Financial in lieu of Boutet.
As of October 2009, Sobol was aware of significant compliance issues and/or deficiencies at
Nelson Investment. In many instances, Boutet and Sobol knew or ought to have known that the
investors were not accredited and failed to make further inquiries to determine whether investors

were, in fact, accredited.

21.  All of the Respondents traded, either directly or through acts in furtherance of trading, in
securities of Nelson Financial. The trades in the securities of Nelson Financial were trades in
securities not previously issued and were therefore distributions. No preliminary prospectus or
prospectus was filed and no receipts were issued for them by the Director to qualify the trading

of the securities.

22.  The Respondents failed to ensure that the requirements of the Al Exemption were met

and, therefore cannot rely on the Al Exemption in respect of many of the trades of Nelson



Financial securities. The Respondents breached section 53 of the Act by distributing securities
of Nelson Financial without a prospectus in circumstances where no exemption was properly

available.

23.  Further, as no exemption was propesly available, the trades in the securities of Nelson
Financial were beyond the registerable activity permitted by the category of registration under
the Act and thus in breach of section 25 of the Act.

B.  Misleading Staff of the Commission — Section 122(1)(a) of the Act

24.  Boutet made a number of materially misleading statements to Staff, including by
providing inaccurate or untrue information and/or failing to provide relevant information about
the business and operations of Nelson Investment and Nelson Financial in 2) a Risk Assessment
Questionnaire ("RAQ™) he completed and submitted on behalf of Nelson Investment on October
6, 2009; and b) during the course of an on-site compliance review of Nelson Investment by Staff

of the Commission in October and November 2009,

25.  Boutet’s misrepresentations in the RAQ included statements regarding the disclosure of
comrpissions and risks to investors, the strength and nature of Nelson Investment’s compliance

system, and the relatedness of the parties involved in the distribution of the securities.

26.  Boutet’s misrepresentations to Staff during the on-site compliance review related

primarily to statements about the financial position of Nelson Financial.

27.  Staff allege that Boutet’s misrepresentations were material and contrary to section 122(1)

of the Act and contrary to the public interest.

C. Misleading the Commission — Section 122(1)(b)

28.  During the Material Time, Nelson Financial filed 45-106F1s — Report of Exempt
Distribution (the “Forms 45-106") with the Commission relating to the distribution of securities

of Nelson Financial to investors in Ontario.



29.  The Forms 45-106 did not accurately report either the commissions paid in connection
with the distribution or the nature of the securities that were distributed, including by failing to

identify approximately $2 million in comnmissions charged by Nelson Investment.

30.  Staff allege that Nelson Financial’s misrepresentations were material and contrary to
section 122(1) of the Act and contrary to the public interest.

D. Fraudulent Conduct and Conduct Abusive to the Integrity of the Capital Markets

31.  Nelson Financial relied on investors® funds for liquidity throughout the relevant period
and raised new investor funds in a manner that was misleading to investors and abusive to the

capital markets.

32.  In soliciting investors, Nelson Investment and Nelson Financial expressly and implicitly
represented to investors that Nelson Financial’s business model, and consequently the success of
the Nelson Financial investments, was premised upon applying investor capital to fund the
Consumer Loans so that Nelson Financial would generate a higher return on the Consumer
Loans than the returns promised to investors, as follows: a) investors® funds are used directly to
fund the Consumer Loans; b) the Consumer Loans are extended at interest rates ranging from
29,9%; c) the fixed rates of return of 10-12% on the securities are paid to investors from the high
interest rates earned on the Consumer Loans; and d) the “remaining spread” is used by Nelson

Financial for “portfolio management, administration, underwriting and profit”.

33.  Throughout the Material Time, Nelson Financial made all of its monthly interest and
“dividend” payments to investors and, for those who elected to redeem their investments upon

maturity or otherwise, Nelson Financial repaid investors their full principal.

34.  Throughout the Material Time, however, Nelson Financial’s operations did not generate
sufficient revenue for it to cover its operating expenses or its interest, ”dividend”, and principal
repayment obligations fo investors. During the Material Time, Nelson Financial had no other
source of financing available to it and was solely dependant on the receipt of new investor

capital.



35. In addition to its ongoing working capital requirements and confrary to express
representations to investors about the use of their capital, Nelson Financial used at least part of
the new investor funds that it obtained in breach of ss. 25 and 53 of the Act to offset its growing
accumulated deficit, to pay other investors their moﬁthly returns and to repay investors their
principal upon redemption. Nelson Financial’s continued acceptance of new investor funds in

order to do meet its obligations to investors was abusive to investors in the circumstances.

36. At no time did the Respondents advise investors that Nelson Financial was insolvent or
that their funds would be used either in whole or in part to pay or repay other investors. To the
contrary, Nelson Investment and Nelson Financial, throughout the Material Time and at the
direction of Boutet, made misrepresentations to investors that Nelson Financial was achieving
record financial success as a means of inducing investors to remain invested in Nelson Financial

and to make further investments in the securities of Nelson Financial.

37.  On or about January 31, 2010, due to regulatory concerns raised by Staff following its
on-site compliance review, Nelson Financial temporarily suspended the distribution of any of its

securities.

38.  On March 23, 2010, less than two months after suspending its capital raising activities,
Nelson Financial was required to seek an order for creditor protection and restructuring under the

Companies’ Creditors Arrangement Act on the basis that it was insolvent.

39,  During the Material Time, the Nelson Entities and Boutet, as the directing mind of the
Nelson entities, engaged or participated in acts, practices or courses of conduct relating to the
securities of Nelson Financial that they knew or ought to have known perpeirated a fraud on
persons, contrary to section 126.1(b) of the Act. Boutet, as the directing mind and Sobol, as
Nelson Financial’s de facto COO and de facto CFO, were aware of and/or directed Nelson
Financial to continue to accept investors’ fimds in circumstances where it was abusive to the

integrity of the capital markets.



1V. BREACHES OF ONTARIO SECURITIES LAW AND CONDUCT CONTRARY
TO THE PUBLIC INTEREST

40.  Staff allege that the foregoing conduct engaged in by the Respondents constituted

breaches of Ontario securities law and/or was contrary to the public interest:

(a) Nelson Finaneial, Nelson Investment, Boutet, Knoll, Torres and Sobol traded securities
of Nelson Financial without a prospectus in circumstances where no exemption was
available contrary to the prospectus requirements of section 53 of the Act and contrary to

the public interest;

(b)  Boutet, as an officer and director of Nelson Financial and Nelson Investment, authorized,
permitted or acquiesced in the breaches of section 53 of the Act by Nelson Financial and

Nelson Investment contrary to section 129.2 of the Act and contrary to the public interest;

(¢)  Sobol, from at least October 2009, as a de facto officer of Nelson Financial, authorized,
permitted or acquiesced in the breaches of section 53 of the Act by Nelson Financial

contrary to section 129.2 of the Act and contrary to the public interest;

() Nelson Investment, Boutet, Knoll and Torres traded securities of Nelson Financial where
no exempiion was available contrary to the scope of their registration and the registration

requirements of section 25 of the Act and contrary to the public interest;

() Boutet, as an officer and director of Nelson Investment, authorized, permitted or
acquiesced in the breaches of section 25 by Nelson Investment contrary to section 129.2
of the Act and contrary to the public interest;

6] Nelson Financial made statements in the Forms 45-106 filed with the Commission that
were materially misleading or untrue and/or failed to state facts which were required to

be stated contrary to subsection 122(1) of the Act and contrary to the public interest;



(8)

(h)

@

k)

t)

10.

Nelson Investment made statements in the Risk Assessment Questionnaire filed with the
Commission that were materially misleading or untrue and/or failed to state facts which
were required to be stated contrary to subsection 122(1) of the Act and contrary to the

public interest;

Boutet, as an officer and director of the Nelson Entities, authorized, permitted or
acquiesced in the breaches of section 122(1) by Nelson Financial and Nelson Investment
(described in subparagraph (e)-(f)) which was contrary to subsection 122(3) of the Act
and contrary to the public interest;

Boutet made statements to Staff of the Commission during the course of its on-site
review of Nelson Investment that were materially misleading or unfrue and/or failed to
state facts which were required to be stated contrary to subsection 122(1) of the Act and
contrary to the public interest;

The Nelson Entities and Boutet engaged or participated in acts, practices or courses of
conduct relating to the securities of Nelson Financial that he knew or ought to have
known perpetrated a fraud on persons contrary to section 126.1(b} of the Act;

During the Material Time, Boutet, being the sole officer and director of the Nelson
Entities, did authorize, permit or acquiesce in the commission of the violations of section
126.1 of the Act, as set out above, by the Nelson Entities or by the employees, agents or

representatives of the Nelson Entities, pursuant to section 129.2 of the Act; and

Boutet, as the directing mind of the Nelson Entifies, and Sobol, as a key member of the
management team of the Nelson Entities and as a de facto officer of Nelson Financial,
permitted, authorized or acquiesced in Nelson Financial’s continued distribution of
securities and continued acceptance of new investor capital in circurnstances where it was

abusive to the integrity of the capital markets and contrary to the public interest.



11.

4]1.  Staff reserve the right to make such other allegations as Staff may advise and the

Commission may permit.

DATED at Toronto this November 10, 2010.
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