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Court File No.: 10-8630-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

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

Applicant

NOTICE OF MOTION
(Returnable April 22, 2010)

THE APPLICANT, NESLSON FINANCIAL GROUP LTD. (“Nelson Financial” or
the “Applicant”), will make a motion to the Court on Thursday, April 22, 2010, at 10:00 a.m. or

as soon after that time as the motion can be heard, at 330 University Avenue, Toronto, Ontario

PROPOSED METHOD OF HEARING: The motion is to be heard orally.

1. THE MOTION IS FOR AN ORDER, substantially in the form attached as Schedule
“A”, inter alia:

(2) Abridging the time for service of the Notice of Motion and Motion Record, if
necessary, and declaring that this motion is properly returnable on April 22, 2010;

(b)  Approving the First Report of the Monitor, A. John Page & Associates Inc.
(“AJP&AI” or the “Monitor”) to be filed (the “First Report”), and the
activities of the Monitor as described therein;

(c) Declaring that the Lendcare Agreement as defined in the Affidavit of Marc Boutet
sworn April 16, 2010, has been terminated and is of no force and effect as against
Nelson Financial,

(d)  Approving an extension of the stay of proceedings from April 23, 2010, to and
including June 7, 2010; and
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(e)

Such further and other relief as counsel may request and this Honourable Court
deem just.

2. THE GROUNDS FOR THE MOTION ARE:

Background
(a)

(b)

On March 23, 2010, Nelson Financial filed for and obtained protection from its
creditors under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36,
as amended (the “CCAA”), pursuant to an Order of the Honourable Madam
Justice Pepall (the “Initial Order”);

Pursuant to the Initial Order, AJP&AI was appointed as Monitor of Nelson
Financial;

Restructuring Activities

(©

(d)

(e)

®

e

(h)

Since the issuance of the Initial Order, Nelson Financial has been working
diligently to stabilize its business and maintain operations in compliance with the
cash projections filed with this Honourable Court;

Pending the outcome of the Monitor’s review of the company’s business and
operations, Nelson Financial has not undertaken significant restructuring steps;

If the stay of proceedings is extended, Nelson Financial intends to formulate a
plan of compromise and arrangement;

Since March 22, 2010, Lendcare Financial Services Inc. (“Lendcare”) has failed
to meet its obligations under the Lendcare Agreement. On April 6, 2010,
Lendcare purported to terminate the Lendcare Agreement;

Lendcare’s actions constitute a repudiation of the Lendcare Agreement and
Nelson Financial has opted to treat the Lendcare Agreement as at an end;

Nelson Financial has made significant efforts to source new financings;

Stay Extension

®

)

(k)

The continuation of the stay of proceedings is necessary to provide the stability
needed to continue the Applicant’s restructuring activities which have been

ongoing following the granting of the Initial Order;

Circumstances exist that make the extension of the stay of proceedings
appropriate;

Nelson Financial has acted and continues to act in good faith and with due
diligence;
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General

D The provisions of the CCAA, as amended, and the equitable jurisdiction of this
Honourable Court;

(m)  Rules 1.04, 2.03, 3.02, 14.05(2) and 16.08 of the Rules of Civil Procedure, R.R.O.
1990, ¢. C.43; and

(n) Such further and other grounds as counsel may advise and this Honourable Court
may permit.

3. THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE
HEARING OF THE MOTION:

(a) The Affidavit of Marc Boutet, sworn April 16, 2010;

(b) The First Report of A. John Page & Associates Inc. in its capacity as Monitor of
Nelson Financial Group Ltd.; and

(©) Such further and other materials as counsel may advise and this Honourable Court
permits.

Date: April 16,2010

GOWLING LAFLEUR HENDERSON LLP
Barristers and Solicitors

1 First Canadian Place

100 King Street West, Suite 1600

Toronto, ON M5X 1G5

Clifton P. Prophet / Frank Lamie
LSUC No.: 34845K / 54035S

Tel:  416-862-3509 / 416-862-3609
Fax: 416-862-7661

Counsel for the Applicant,

Nelson Financial Group Ltd.

TO: THE SERVICE LIST
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Schedule “A”
Court File No. 10-8630-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) THURSDAY, THE 22"
)
JUSTICE ) DAY OF APRIL, 2010

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

AND IN THE MATTER OF A PLAN OF COMPOMISE OR ARRANGEMENT
OF NELSON FINANCIAL GROUP LTD. (the “Applicant”)

Applicant

STAY EXTENSION ORDER

THIS MOTION made by the Applicant, Nelson Financial Group Ltd. (“Nelson
Financial”), pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as

amended, for an Order, inter alia:

(a) that the time for service of the Notice of Motion, the Motion Record and the First
Report of the Monitor, A. John Page & Associates Inc. (the “Monitor”) dated
April 15, 2010 (the “First Report”) is abridged and validated so that this Motion

is properly returnable today and dispensing with further service thereof;

(b) approving the First Report; and

% (©) approving an extension of the stay of proceedings from April 22, 2010, to and
including June 7, 2010,

was heard this day at 330 University Avenue, Toronto, Ontario.
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ON READING the material filed, including the Notice of Motion, the First
Report and the Affidavit of Marc Boutet sworn April 15, 2010, and on hearing the submissions

of counsel for the Applicant and counsel for the Monitor;

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion
Record and the First Report is hereby abridged and validated so that this Motion is properly
returnable today and hereby dispenses with further service thereof.

MONITOR’S ACTIVITIES

2. THIS COURT ORDERS that the First Report and the conduct and activities of the

Monitor described therein be and are hereby approved.

STAY EXTENSION

3. THIS COURT ORDERS that the Stay Period (as defined in paragraph 13 of the Initial
Order of the Honourable Justice Pepall, dated March 23, 2010) is hereby extended until and
including June 7, 2010.

TERMINATION OF LENDCARE AGREEMENT

4. THIS COURT ORDERS AND DECLARES that the Lendcare Agreement as defined
in the Affidavit of Marc Boutet sworn April 15, 2010 has been terminated and is of no force and

effect as against Nelson Financial.
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Court File No. 10-8630-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

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

Applicant

AFFIDAVIT OF MARC BOUTET
(Sworn April 16, 2010)

I, MARC BOUTET, of the City of Pickering, in the Province of Ontario, MAKE OATH

AND SAY AS FOLLOWS:

1.

Introduction

| am the President, Secretary and sole director of Nelson Financial Group Ltd.
(“Nelson Financial” or the “Applicant”). Accordingly, | have personal knowledge of
the matters deposed to in this Affidavit. Where this Affidavit is not based on my
personal knowledge, it is based on information and belief and | verily believe such

information to be true.

This Affidavit is sworn in support of Nelson Financial’s motion for an extension of the
stay of proceedings granted to the Applicant under the Companies’ Creditors
Arrangement Act (the “CCAA”) from April 23, 2010 to June 7, 2010.
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Backqround

3. On March 23, 2010, Neison Financial filed for and obtained protection from its
creditors under the CCAA pursuant to the Order of the Honourable Madam Justice
Pepall (the “Initial Order”). A copy of the Initial Order is attached hereto as Exhibit
“A”. A copy of the Endorsement of the Honourable Justice Pepall dated March 23,
2010 (the “Initial Endorsement”) in relation to the Initial Order and a copy of the
unofficial typed transcription of the Initial Endorsement are attached hereto as Exhibit

“B”
»

4, Pursuant to the Initial Order, A. John Page & Associates Inc. (“AJP&AI”) was
appointed as Monitor of the Applicant (the “Monitor”).

Restructuring Activities

5. Since the issuance of the Initial Order, Nelson Financial has been working diligently to
stabilize its business and maintain operatian in compliance with the cash projections
filed with this Honourable Court. Details of such steps will be further described in the
First Report of the Monitor.

6. Pending the outcome of the Monitor's review of the company’s business and
operations, which | understand will be outlined in the First Report of the Monitor,
Nelson Financial has not undertaken significant restructuring steps. In the event that
this Honourable Court grants the requested stay extension, Nelson Financial intends

to take further steps in its restructuring, including:

(@) the development and implementation (with the approval of this

Honourable Court) of a claims process;

(b)  the development of a plan of compromise or arrangement to

propose to creditors; and,
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(c)  the convening of a meeting of the company’s creditors for the
purposes of considering and voting on any plan put forward by the
company.

7. As previously disclosed to this Honourable Court in my Affidavit sworn March 22,
2010, and if the stay of proceedings is extended, Nelson Financial intends to
formulate a plan of compromise and arrangement which will include the following

general features:

(@) the conversion of some percentage of the existing promissory notes to
new preferred shares (with rights and attributes to be determined) in the
capital of the restructured Nelson Financial;

(b)  the conversion of the remainder of the existing promissory notes into a

new series of notes;

(c)  the conversion of existing preferred shares into a new class (or classes)
of preferred shares (with attributes and rights to be determined);

(d)  the provision for satisfaction of any valid prior secured claims in favour of
the Mackie Parties (as defined below); and

(e) the payment or assumption of all employee claims.

Attached hereto as Exhibit “C” is a copy of my Affidavit sworn March 22, 2010.

Lendcare

8. As noted in my Affidavit sworn March 22, 2010, Nelson Financial has previously
partnered with Lendcare Financial Services Inc. (“Lendcare™). Lendcare is a national
provider of financial services which specializes in consumer financing partnerships
with finance companies, merchants, and distributors to offer retail and direct financing
programs to customers. When partnered with Nelson Financial, Lendcare acts as a
factor conduit to aggregate a significant percentage of the accounts receivable



10.

11.

12.

13.

14.

financed by Nelson Financial. By engaging Lendcare, Nelson Financial reduces its
credit risk and the costs associated with credit control and administration.

Nelson Financial’s relationship with Lendcare was set out in (i) a Business Protection
Agreement dated August 20, 2007, (i) an Agreement Regarding Future Financings
dated December 6, 2007, and (jiii) an Amending Agreement dated December 21,
2009, (together, the “Lendcare Agreement”). Attached hereto and marked as
Exhibit “D” is a copy of the Lendcare Agreement.

On Monday, March 22, 2010, contrary to its usual arrangements, Lendcare failed to
provide Nelson Financial with the opportunity to finance any transactions within its
customer lending programs. From March 22, 2010 forward, Lendcare failed to provide
Nelson Financial with any further financing opportunities.

On April 6, 2010, | was advised by Lendcare’s President, Mark Schell, that Lendcare
was purporting to terminate the Lendcare Agreement.

In view of Lendcare’s failure to meet its obligations under the Lendcare Agreement
and its purported termination of the Lendcare Agreement, Nelson Financial elected to
treat Lendcare’s actions as constituting a repudiation of the Lendcare Agreement and
has opted to treat the Lendcare Agreement as at an end.

As a result of Lendcare’s breach of the Lendcare Agreement, Nelson Financial has
not been able to reinvest proceeds from prior financings as quickly as it had projected.
Accordingly, and as is reported in greater detail in the updated cash-flow projections
which will be attached to the First Report of the Monitor, Nelson Financial has
currently accumulated significantly more cash than initially projected and is taking

steps to source new financings.

Following Lendcare's repudiation of the Lendcare Agreement and its termination,
Nelson Financial’s efforts to source new financings have included discussions with
932552 Ontario Ltd., a company carrying on business as Distribution Centre (the
“Distribution Centre”). Distribution Centre previously provided vendor-assisted
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18.

16.

17.

18.

financing opportunities to Nelson Financial through the Lendcare programs. The
purpose of these discussions with Distribution Centre is to permit Nelson Financial to
deal directly with Distribution Centre on a go forward basis.

In view of provisions in the repudiated Lendcare Agreement which purport to restrict
Nelson Financial's ability to solicit financing opportunities from businesses that have
dealt through Lendcare, Nelson Financial does not propose to enter into any binding
agreements with the Distribution Centre until authorized by this Honourable Court.

Following my discussions with the Distribution Centre and other businesses wishing to
provide vendor-assisted financing to their customers, including LG Electronics, | am
very optimistic that Nelson Financial will be able to replace the business generated
from the Lendcare financing opportunities with an improved portfolio of loans which
carry substantially better profitability and risk.

Ontario Securities Commission

As previously disclosed to this Honourable Court in my Affidavit sworn March 22,
2010, Nelson Investment Group Limited (“Nelson Investment”) has been the subject
of a compliance review and investigation by the Ontario Securities Commission (the
“O8C”). Nelson Financial has continued its cooperation with the OSC enforcement
staff handling the investigation and is attempting to work with the OSC to ensure that
issues raised are addressed with the OSC in a timely fashion.

I am informed by Kelley M. McKinnon of Gowling Lafleur Henderson LLP that the OSC
staff appear generally to be inquiring into 2 areas as follows (i) in relation to Nelson
investment, the compliance systems and compliance steps of Nelson Investment in
dealing with investors, particularly focusing on KYC (know-your-client) information and
whether investors were qualified as accredited investors, and (i) in relation to Nelson
Financial, understanding the financial model, including things like the cash flow,
profitability, bad debt and delinquency issues affecting the Nelson Financial results. |
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am further informed by Kelley M. McKinnon of Gowling Lafleur Henderson LLP that
the discussions with the OSC are focussed on the future viability of Nelson Financial.

Mackie Parties

19.

On April 5, 2010, counsel for Glenn Mackie, Lisa Mackie, and Foscarini Mackie
Holdings Inc. (the “Mackie Parties”) wrote to both counsel to Nelson Financial and
the Monitor regarding the Mackie Parties security. Counsel for Nelson Financial has
had preliminary discussions with counsel for the Mackie Parties concerning their
claims to security interests over certain contracts financed by Nelson Financial and
discussions are ongoing involving counsel to Nelson, the Monitor and its counsel,
concerning the validity, enforceability and perfection of the security interest in favour
of the Mackie Parties. Nelson Financial anticipates that a formal response will be
provided to counsel to the Mackie Parties shortly. A copy of the letter sent from
counsel to the Mackie Parties is attached hereto as Exhibit “E”.

David Baker

20.

On April 7, 2010, counsel for David Baker wrote to express Mr. Baker's concerns with
certain statements made in my Affidavit sworn March 22, 2010 in respect of Nelson
Financial's dealings with Mr. Baker. A copy of the letter from counsel to Mr. Baker
and Nelson Financial's response are attached hereto as Exhibit “F”.

Monitor’s Report on Viability

21.

22.

Following discussions involving the OSC, the Monitor and its counsel, and in
consultation with Nelson Financial, it was determined that the Monitor should prepare
a report on the ongoing financial viability of Nelson Financial's business and

operations (the “Viability Report”).

Since the granting of the Initial Order, and in addition to its ongoing efforts to support
and stabilize its business, Nelson Financial has worked cooperatively with the Monitor
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23.

to supply the Monitor with a high level of detail concerning the company's business, in
order to assist the Monitor in the preparation of the Viability Report.

I understand that the Monitor's Viability Report will be contained in the First Report.
Based on my understanding of the conclusions of this report and the Monitor's
recommendations, | continue to believe that Nelson Financial will be able to propose a
plan of compromise or arrangement to its creditors that offers stakeholders a better
result than bankruptcy or liquidation, Furthermore, Nelson Financial should be able to
generate stable and increased margin from its business, based on a changed focus
towards the financing of consumer goods for customers with stronger credit histories.
My discussions with the Distribution Centre, LG Electronics and others are part of this

process.

Stay Extension

24.

25.

26.

In order to permit the Applicant to move forward with its restructuring in conjunction
with the Monitor and interested stakeholders, it is appropriate and necessary to extend

the stay of proceedings June 7, 2010.

The continuation of the stay of proceedings is necessary to provide the stability
required to continue the Applicant’s restructuring activities which have been ongoing
following the granting of the Initial Order.

Nelson Financial has acted in good faith and with due diligence since the issuance of
the Initial Order in pursuing its restructuring. In particular, with the assistance of the
Monitor and its counsel, Nelson Financial has continued its discussions with the OSC
with a view to addressing appropriate requests for information and generally
responding to the OSC'’s investigation, as suggested by this Honourable Court in the

Initial Endorsement.
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Conclusion

27.  The Applicant has taken significant steps, as outlined herein and as will be outlined in
the First Report of the Monitor, towards its restructuring goais. ‘The extension of the
stay of proceedings will facilitate the continuation of these steps, which, if successful,
will permit the Applicant to emerge from the protection of these CCAA proceedings as

a viable going concern.

28. This Affidavit is made in support of Neison Financial's motion to extend the stay of
proceedings and for no other or improper purpose.

SWORN before me at the City of
Pickering, in the Province
of Ontario this 16™ day of April, 2010.

@mm /@ﬁm,~

; \A}ﬁommissioner, ete ( 1/

JOANNE JOSEPHINE RAFFA,
A COMMISSIONEE
PROVINCE OF ONT

FOR NELSON FINANCI

EXPIRES.FEBRU,

; </

MARC BOUTET

. 3




This is Exhibit “A” to the
Affidavit of Marc Boutet:

sworn before me, this 16™ day of

April, 2010.

EXPIRES FEBRUARY.1, 2013,
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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. 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 Ltd. (“Nelson
Financial” or the “Applican(™), without notice, pursuant to the Companies’ Creditors
Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") was heard this day at 330

University Avenue, Toronto, Ontario,

ON READING the Alfidavit of Marc Boutet swotn March 22, 2010 and the Exhibits
thereto, and the Repoit of A, John Page & Associates Inc. in its capacity as the Proposed Monitor
to the Applicant dated March 22, 2010 and the Exhibits thereto, and oh hearing the submissions
of counsel for Nelson Financial, and counsel for A. John Page & Associates Inc.. and on reading

the consent of A. John Page & Associates Inc. o act.as the Monitor,
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SERVICE

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

returniable today and hereby dispenses with further service thereof.

APPLICATION

2 THIS COURT ORDERS AND DECLARES that the Applicant is a company to which

-

the CCAA applies.
PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may,
subjeet to further order of this Court, file with this Court a plan of compromise or arrangement

(hereinafier referred (o as the "Plan™).
POSSESSION OF PROPERTY AND OPERATIONS

4, THIS COURT ORDERS that the Applicant shall remain in possession and control of ils
current and future assets, undertakings and properties of every nature and kind whatsoever. and
wherever situate including all proceeds thereof (the "Property”). Subject to 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 Property. The Applicant shall be authorized
and empowered to continue to retain and employ the employees, ‘consultants, agents, experts.
accountants, counsel and such other persons (collectively "Assistants") currently retained or
crployed by it. with liberty to retain such further Assistants as it déems reasonably necessary or

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

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

following expenscs whether incurred prior to or after this Order:

all outstanding and future wages, salaries, employee and pension benelits, vacation

(a)
pay and expenses payable on or after the date of this Order, in each casc incurred in

the ordinary course of business and consistent with existing compensation policies

and arrangements; and
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{b)

6.

the fees and disbursements of any Assistants retained or employed by the Applicant

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

THIS COURT ORDERS that, except as otherwise provided to the contrary herein, the

Applicant shall be entitled but not required 1o pay all reasonable expenses incurred by the

Applicant in carrying on the Business in the ordinary course after this Order, and in.carrying out

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

(a)

(b)

7.

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

services: and

payment for goods or services. actually supplied to the Applicant following the date of

this Order.

THIS COURT ORDERS that the Applicant shall remit, in accordance with legal

requircments, 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 to be
deducted from employees’ wages, including, without limitation, amounts in respect of
(1) employment insurance, (ii) Canada Pension Plan, (iii) Quebec Pension Plan, and

{(iv) income taxes;

all goods and services or other applicable sales taxes (collectively, "Sales Taxcs")
requited to be remitted by the Applicant in connection with the sale of goods and
services by the Applicant, but only where such Sales Taxes are acerued or collected
after the date of this Order. or where such Sales Taxes were accrued or collected prior

to the date of this Order but not required to be remitted until on or after the date of
this Order, and '
any amount payable to the Crown in right of Canada or of any Province thereot or

any political subdivision thereof or any other taxation authority in respect of

municipal realty, municipal business or other laxes, assessments or levies of any
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nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the Business

by the 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 (including, for greater certainty, common area maintenance charges, utilities and
realty taxes and any other amounts payable to the landlord under the lease) or as otherwise may
be negotiated between the Applicant and the landlord from time to time ("Rent”), for the period
commencing from and including the date of this Order, twice-monthly in equal payments on the
first and fiftcenth day of each month, in advance (but not in arrears). On the date of the first of

such payments. any Rent relating to the period commencing from and including the date of this
Order shall also be paid.

9. THIS COURT ORDERS that, except as specifically permitted herein, the Applicant is
hereby directed. until further Order of this Court: (a) to make no payments of principal, interest
thereon or otherwise on account of amounts owing by the Applicant to any of its creditors as of
this date: (b) to grant no security interests, trust, liens, charges or encumbrances upon or in
respect of any of its Property; and (¢) to not grant credit or incur liabilitics except in the ordinary

course of the Business.
RESTRUCTURING

10.  THIS COURT ORDERS that the Applicant shall, subject to such requirements as are

imposed by the CCAA and such covenants as may be contained in the Definitive Documents (as

hereinafter defined). have the right to:

permancntly or temporarily cease, downsize or -shut down any of its business or

(a)
operations, and to dispose of redundant or non-material assets not exceeding $30,000
in any one transaction or $100,000 in the aggregate;

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

employees as it deems appropriate: and
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(€)  pursue all avenues of refinancing of its Business or Property, it whole or part, subject

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

all of the foregoing 1o permit the Applicant lo proceed with an’ orderly restructuring of the

Business (the "Restructuring™).

1. THIS COURT ORDERS that the Applicant shall provide each of the relevant landiords
with notice of the Applicant’s intention to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Applicant’s entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on {he premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secured creditors. 1f the Applicant disclaims the lease goveming such leased premises in
accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such lease
pending resolution of any such dispute (other than Rent payable for the notice period provided
for in Section 32(5) of the CCAA). and the disclaimer of the lease shall be without prejudice to

the Applicant's claim to the fixtures in dispute.

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

obligation 10 mitigate any damages claimed in connection therewith.
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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 enlforcement process in any court or
tribunal (each, a “Proceeding”) shall be commenced or continued against or in respect of the
Applicant or the Monitor, 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 all
Proceedings currently under way against or in respect of the Applicant or affecting the Business
or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

4. THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, {irm, corporation, governmental body or agency, or any other entitics (all of the
foregoing. collectively being "Persons” and each being a "Person") against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, arc hereby stayed and
suspended except with the written consent of the Applicant and the Monitor, or leave of this
Court. provided that nothing in this Order shall (i) empower the Applicant to carry on any
business which the Applicant is not lawfully entitled to carry on, (i) affect such investigations.
actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the CCAA,
(iit) prevent the liling of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien,

NO INTERFERENCE WITH RIGHTS

(5.  THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,

contract. agreement. licence or permit in favour of or held by the Applicant. except with the

written consent of the Applicant and the Monitor, or leave of this Court.

CONTINUATION OF SERVICES

16.  THIS COURT ORDERS that during the Stay Period, all Persons having oral or written

agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or

services. including without limitation all computer software, communication and other data
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services, centralized banking services, payroll serviees, insurance, transportation services, utility
or other services to the Business or the Applicant, are hereby restrained until further Order of this
Court lrom discontinuing, altering, interfering with or terminating the supply of such goods or
services as may be required by the Applicant, and that the Applicant shall be entitled to the
continued use of its current premises, telephone numbers, facsimile humbers, internet addresses
and domain names, provided in each case that the normal prices or charges for all such goods or
services received afier the date of this Order are paid by the Applicant in accordance with normal
payment practices of the Applicant or such other practices as may be agreed upon by the supplicr
or service provider and each of the Applicant and the Monitor, or as may be ordered by this

Court.

NON-DEROGATION OF RIGHTS

17. THIS COURT ORDERS that, notwithstanding anything else in this Order. no Person
shall be prohibited from requiring immediate payment for goods, services. use of lense or
licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or afier the date of this Order to advance or re-
advance any monies or otherwise extend any credit to the Applicant. Nothing in this Order shall

derogale from the rights conferred and obligations imposed 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 Procecding may be commenced or continued against any
of the former. current or future directors or officers of the Applicant with respect to any claim
against the directors or officers that arose before the date hereof and that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law to be
liable in their capacity as direclors or officers for the paynient or performance ol such
obligations, until a compromise or arrangement in respect of the Applicant, if one is filed, is

sanctioned by this Court or is refused by the creditors of the Applicant or this Court.

DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

19.  THIS COURT ORDERS that the Applicant shall indemnify its directors and officers

against obligations and liabilitics that they may incur as directors or officers of the Applicant
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alter the commencement of the within proceedings, except to the extent that, with respect 10 any
officer or director, the obligation or liability was incurred as-a result of the director's or officer's

gross negligence or wilful misconduet.

20, THIS COURT ORDERS that the directors and officers of the Applicant shall be entitled
to the benefit of and are hereby granted a charge (the "Directors’ Charge") on the Property,
which charge shall not exceed an aggregate amount of $200,000, as security for the indemnity
provided in paragraph 19 of this Order. The Directors’ 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 conteary, (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Dircctors’ Charge, and (b) the Applicant's directors. and officers shall only be entitled to the
benefit of the Directors' Charge to the extent thai they do not have coverage under any directors'
and officers' insurance policy, or to the extent that such coverage is insufficient to pay amounts

indemnified in accordance with paragraph 19 of this Order.

APPOINTMENT OF MONITOR

22, THIS COURT ORDERS that A. John Page & Associates Inc. is hereby appointed
pursuant o the CCAA as the Monitor, an officer of this Court, to monitor the business and
financial affairs of the Applicant with the powers and obligations set out in the CCAA or set
forth herein and that the Applicant and its shareholders, officers, directors, and Assistants shall
advise the Monitor of all material steps taken 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 ebligations

and provide the Monitor with the assistance that is necessary to enable the Monitor to adequately

carry out the Monitor's functions.

23, THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the Applicant's receipts and disbursements:
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(®)  report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business, and such other matters

as may be relevant to the proceedings herein;
{¢)  advise the Applicant in its development of the Plan and any amendments to the Plan:

(d)  assist the Applicant, to the extent required by the Applicant, with the holding and

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

(¢)  have tull and complete access to the Property, including the premises, books, records,
data, including data in electronic form, and other financial documents of the
Applicant, to the extent that is necessary to adequately assess the Applicant's business

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

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

of its obligations under this Order; and

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

tine.

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

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

25, THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control. care, charge. possession or management (separately and/or
collectively, “Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant ora contaminant, or might cause or contribute to a spill, discharge, release

or deposit of a substance contrary to any federal, provincial or other law respecting the

protection. conservation, enhancement, remediation or rehabilitation of the environment or

relating to the disposal of waste or other contamination including, without limitation. the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Warer Resowrces Act. or the Ontario Occupational Health and Safeiy Act and regulations
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thercunder (the "Environmental Legislation™), provided however that nothing herein shall
exempt the Monitor from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Monitor shall not, as a result of this Order or anything done in
pursuance of the Monitor's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession,

26.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the Applicant
with information provided by the Applicant in response to reasonable requests for information
made in writing by such creditor addressed to the Monitor. The Monitor shall not have any
responsibility or lability with respect to the information disseminated by it pursuant to this
paragraph. In the case of information that the Monitor has been advised by the Applicant is
confidential. the Monitor shall not provide such information to creditors unless otherwise

directed by this Court or on such terms as the Monitor and the Applicant may agrec.

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

28.  THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
Applicant shall be paid their reasonable fees and disbursements, in cach case at their standard
rates and charges. by the Applicant as part of the costs of these proceedings. The Applicant is

hereby authorized and directed to pay the accounts of the Monitor, counsel for the Monitor and

counsel for the Applicant on a bi-weekly basis.

20, THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time. and for this purpose the accounts of the Monitor and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

30). THIS COURT ORDERS that the Monitor, counsel to the Monitor, il any, and the
Applicant’s counsel shall be entitled to the benefit of and arc hereby granted a charge {the

" Administration Charge") on the Property, which charge shall not exceed an aggregate amount of
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$1.000.000.00. as security for their professional fees and disbursements incurred at the standard
rates and charges of the Monitor and such counsel, both before and after the making of this Order
in respect of these proceedings. The Administeation Charge shall have the priority set out in

paragraph 31 hereof.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

3. THIS COURT ORDERS that the priorities of the Directors® Charge and the

Administration Charge. as among them, shall be as follows:

First - Administration Charge (to the maximun amount of $1,000,000.00); and
Second — Directors’ Charge (to the maximum amount of $200,000.00).

32, THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge and the Administration Charge (collectively, the "Charges") shall not be required. and
that the Charges shall be valid and enforceable for all purposes, including as against any right,
title or interest filed, registered, recorded or perfected subseguent. to the Charges coming. into

existence, notwithstanding any such failure to file, register, record or perfect.

33, THIS COURT ORDERS that each of the Directors” Chaige and the Administration
Charge (all as constituted and defined herein) shall constitute a charge on the Property and such
Charges shall rank in priority to all other securily interests, trusts, liens, charges and
encuntbrances, claims of secured creditors, statutory or otherwise {collectively, "Encumbrances™)
in favour of any Person, save and except the Encumbrances in favour of Glen Mackie and Lisa

Mackic and Foscarini Mackie Holdings Inc., to the extent they are determined to be valid and

enforceable and properly perfected by counsel to the Monitor.

34, THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant shall not grant any Encumbrances over any
Praperty that rank in priotity to, or pari passu with, any of the Directors’ Charge, the
Administration Charge or the DIP Lender’s Charge, unless the Applicant also obtains the prior

written consent of the Monitor, the DIP Lender and the beneficiaries of the Directors™ Charge

and the Administration Charge. or further Order of this Court.
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35, THIS COURT ORDERS that the Dircctors™ Charge and the Administration Charge shall
not be rendered invalid or uncnforceable and the rights and remedies of the chargees entitled to
the benefit of the Charges (collectively, the "Chargees”) thereunder shall not otherwise be
limited or impaired in any way by (a) the pendency of these proceedings and the declarations of
insolvency made herein: (b) any application(s) for bankruptey order(s) issued pursuant to BIA, or
any bankruptey order made pursuant to such applications; (c) the filing of any assignments for
the general benefit of creditors made pursuant to the BIA: (d) the provisions of any federal or
provincial statutes: or (¢) any negative covenants, prohibitions or other similar provisions with
respect to borrowings. incurring debt or the creation of Encumbrances, contained in any existing
loan documents. lease, sublease, offer o lease or other agreement (collectively, an "Agreement”)

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

{a) the creation of the Charges shall not create or be- deemed to constitute a breach by the

Applicant of any Agreement to which it is a party:

(b)  none of the Chargees shall have any liability to any Person whatsoever as a resuit of
any breach of any Agreement caused by or resulting from the creation of the Charges:

and

(¢)  the payments made by the Applicant pursuant to this Order and the granting of the
Charges. do not and will not constitute preferences, fraudulent conveyances, translers

at undervalue, oppressive conduct, or other challengeable or voidable transactions

under any applicable law.

16, THIS COURT ORDERS that any Charge created by this Order over lcases of real
property in Canada shall only be a Charge in the Applicant’s interest in such real property leases.
SERVICE AND NOTICE

37 THIS COURT ORDERS that. subject to paragraph 38 of this Order, the Monitor shall (i)

3/

v. publish in the Globe and Mail newspaper a notice containing the information
prescribed under the CCAA, (i) 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
who has a claim against the Applicant of more than
of those creditors and the

without dela

manner. a notice to every known creditor _
$1000. and (C) prepare a list showing the names and addresses
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estimated amounts of those claims, and make it publicly available in the prescribed manner, all

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

38, THIS COURT ORDERS that notwithstanding the provisions of paragraph 23(1)(a)(ii) of

the CCAA, the Monitor shall not be obliged to publish and/or make publicly available the name
or address of (i) any current and former Nelson Financial employees on account of employment-
related liabilities. and (ii) any person holding securities issucd by the Applicant which includes,
but is not limited to. any person holding Notes and Pref Shares as defined in the Affidavit of

Marc Boutet sworn March 22, 2010.

39, THIS COURT ORDERS that the Applicant and the Monitor be at liberty to serve this
Order. any other materials and orders in these proceedings, any notices or other corrcspondencc;
by forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or
electronic transmission to the Applicant's creditors or other interested parties at their respective
addresses as last 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 thercof, 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 of Appearance may serve any court materials in these proceedings by e-mailing a PDF or
other clectronic copy of such materials to counsels' email addresses as recorded on the Service
List from time 1o time, and the Monitor may post a copy of any or all such materials on its

website at wwiw.alohppuge.com,

GENERAL

THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply

41,
rs and duties hereunder.

to this Court for advice and directions in the discharge of its powe

THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting

42.
iver and manager, or a lruste¢ in bankruptcy of the

as an interim receiver, a receiver, a rece

Applicant. the Business or the Property.

023



43.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect 1o this Order and to assist the Applicant, the Monitor and their respective agents in
carrving out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requesied to make such orders and to provide such assistance to the
Applicant and to the Monitar. as an officer of this Court, as may be necessary or desirable to give
effect to this Order. to grant representative status to the Monitor in any foreign proceeding, or to

assist the Applicant and the Monitor and their respective agents in carrying out the terms of this

Order.

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

45. THIS COURT ORDERS that any interested party (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 ather party or parties likely o be affected by the order sought or upon such other

notice, if any, as this Court 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.
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This is Exhibit “B” to the
Affidavit of Marc Boutet

sworn before me, this 16™ day of

03

April, 2010.
Fhmriss:
JOANNE JOSEPHINE RAFFA,
A COMMISSIONER,; ETC.,
PROVINCE OF ONTARIO

FOR NELSON FINANCIAL GROUP LID.

EXPIRES FEBRUARY 1, 2013.
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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

UNOFFICIAL TRANSCRIPT OF THE
ENDORSEMENT OF JUSTICE PEPALL
(March 23, 2010)

Nelson Financial Group Ltd. (“NFG”) seeks an initial order pursuant to the CCAA. NFG
carries on a consumer finance business in Pickering, Ontario. Its principal business is vendor
assisted financing. Until recently, its principal business was sub-prime vehicle financing. The
business was established in 1990 by its sole common shareholder Marc Boutet.

NFG currently finances customers of vendors — the consumer household
goods/appliances and food sectors. To provide financing to customers NFG has borrowed

money from investors in the exempt market pursuant to a continuous offering of unsecured



promissory notes and/or preferred shares. The model is based on raising money from investors
at a 12-10% rate of return and using that money to extend credit at significantly higher rates.

There are 685 outstanding investor loan notes totalling approxiinately 37 million and 169
preferred share holders with a par value of about 15 n‘ii]ﬁqn. NFG was unable to make a
dividend payment payable on March 16, 2010 for certain of the preferred shares, On March 25,
2010, certain interest payments are due on certain notes.

The required financial statements have been filed. The_y reveal and NFG acknowledges,
that it is insolvent. Liabilities are stated to be approximately 37 million and assets approximately
30 million in the most recent internally prepared interim financial statements.

The financial difficulties of NFG are stated to have arisen due to higher than anticipated
losses on its non-prime and sub-prime portfolio and its voluntary cessation of the issuance of
notes and preferred shares pending completion of a review by the OSC.

The OSC has conducted a compliance review for the period September 1, 08 to August
31, 09 and has identified a number of compliance issues.

The OSC was served with the materials on this application late yesterday. It sought an
adjournment to file responding materials or to seek a 5.129 application to appoint a Receiver. In
light of the March 25, 2010 payment deadline, the exclusion of the OSC from the stay and the
comeback provision, I declined the request for the adjournment and granted the order requested.
The OSC is a regulatory body unaffected by the stay and is at liberty to bring its own proceeding
and/or to vary this initial Order.

NFG does not appear to have significant liabilities to secured creditors and according to
NFG, the registrations under the PPSA noted in paragraph 41 of Mr. Boutet’s affidavit are

largely historical. The registration in favour of Nelson investment is to an affiliated company of
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which Mr. Boutet is the principal and sole shareholder. The Mackie parties hold security but
they are not primed by the proposed charges. There is no DIP financing.

The trade debt is modest and NFG intends to continue to meet all employee liabilities as
they fall due and to remain current on payroll. There are 27 employees.

A charge of $200,0000 in favour of the director is proposed together with an
administrative charge of 1 million for the fees of the Monitor and its counsel and NFG’s counsel.
I am satisfied that these charges are merited in the circumstances and meet the requirements
imposed by the recent amendments to the CCAA.

A. John Page & Associates has consented to act and is qualified to act as Monitor.

Clearly NFG is a debtor company and has met the other requirements for the granting of
an Initial Order under the CCAA.

NFG intends to continue to fund new customer loans but will not issue any notes or
preferred shares. A cash flow statement has been filed as has a pfeliminary report been filed by
the proposed Monitor reporting on same. The statement suggests that NFG will be able to meet
its operating costs during the stay period from cash flow generated by the business.

NFG has outlined the parameters of a proposed plan and I agree that it should be given
the opportunity based on the evidence before me to attempt a restructuring with its creditors. In
this regard, I would urge counsel for NFG, the Monitor and the OSC to have a dialogue prior to
any initiation of proceedings by the OSC.

Lastly, the investors in NFG, many of whom are individuals, made their investments by
way of a private placement in the exempt market. Given the anticipated reasonable expectation
that their identities would not be disclosed, except as otherwise ordered by the court, the monitor
need not prepare a creditor list of note holders and holders of preferred shares as contemplated

by s. 23(1)(a)(ii) of the CCAA. The same applies to the employees.
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For these reasons, I granted the order requested.

// Original Endorsement Signed by Madam Justice Pepall//

TOTOSETTOR_LAWL 733438911



This is Exhibit “C” to the
Affidavit of Marc Boutet
sworn before me, this 16" day of

April, 2010.

@’bommissioner for thﬁdévits

JOANNE JOSEPHINE RAFFA,
A COMMISSIONER, ETC.,
PROVINCE OF ONTARIO
FOR NELSON FINANCIAL GROUP LTD.
EXPIRES FEBRUARY 1, 2013.
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Court File No. 10-8630-00CL.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

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

Applicant

AFFIDAVIT OF MARC BOUTET
(Sworn March 22, 2010)

I, MARC BOUTET, of the City of Pickering, in the Province of Ontario, MAKE OATH
AND SAY AS FOLLOWS:

Introduction

1. | am the President, Secretary and sole director of Nelson Financial Group Ltd.
(“Nelson Financial” or the “Applicant”). Accordingly, | have personal knowledge of the
matters deposed fo in this my Affidavit. Where this Affidavit is' not based on my
personal knowledge, it is based on information and belief and | verily believe such

- information to be true.

2. This Affidavit is swom in support of Nelson Financial’'s application for protection from
its creditors under the Companies’ Creditors Amrangement Act (the “GCAA").

Nature of Application and Overview of Relief Sought

3. Nelson Financial is in financial distress and has need of immediate relief.



-2

Nelson Financial carries on a consumer finance business. In particular, its activities
are predominantly focussed on vendoi-assisted financing and small consumer loans.
Historically, Nelson Financial also operated a sub-prime vehicle leasing business.

In order to fund its activities, Nelson Financial raises monies through the placement of
~ investments in the exempt market, primarily through the issuance of unsecured
promissory notes (“Notes”) and, to a lesser extent, preferred shares (*Pref Shares™).

Until January 29, 2010, Nelson Financial had offered Notes and Pref Shares to
investors through Nelson Investment Group Ltd. (*Nelson Investment’), an affiliated
company registered under applicable securities legislation to carry on business as an
exempt market dealer,

Nelson Financial's current financial difficulties have largely arisen as a result of the
following two factors: '

(a)  Higher than anticipated losses on its non-prihe and sub-prime portfolio, in
particular, historical losses attributable to its vehicle financing activities: and

(b)  Its voluntary cessation of the issuance of Notes and Pref Shares, pending the
completion of a review by the Ontario Securities Commission.

As a result of the factors referenced above, Nelson Financial needs to complete a
financial restructuring in order to ensure the long term viability of its business and to
enhance returns for its investors. Nelson Financial intends to formulate a plan of
compromise and arrangement to be proposed to its stakeholders on terms that will
preserve the long term vaiue of the investors’ Notes and Pref Shares. If such a
restructuring can be achieved, Nelson Financial is confidént that its ongoing business
model will provide it with a stable financial base and permit it to pay returns to
investors which are significantly better than recoveries that would be realized in the
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event of a bankruptcy. Conversely, if Nelson Financial does not have the opportunity
to propose and implement a financial restructuring, it is likely that its business wiil
Cease; its assets will be liquidated or collected; and, that investors will suffer a
significant shortfall on the principal amounts of their investments.

Nelson Financial is therefore requesting relief that includes the following:

(@

(b)
(c)

(d)

(e)

immediate relief in the form of a stay of proceedings;
the appointment of A. John Page & Associates inc. as Monitor;

restructuring powers for Nelson Financial that will enable it to propose and
implement a plan of compromise or arrangetpen't with the assistance of the

Monitor;

a charge over the property of Nelson Financial in respect of the fees and
expenses of the Monitor, its legal counsel and the Applicant’s legal counsel;
and

a charge over the property of Nelson Financial fo secure the indemnification of
the directors and officers of Nelson' Financial, to the extent permitted under the
CCAA.

Corporate Structure and Management

10.

11.

Nelson Financial was incorporated under the Business Corporations Act (Ontario)
pursuant to Articles of incorporation dated September 4, 1980. As set out in more
detail below, Nelson Financial currently has outstanding two classes of common
shares and two series of Pref Shares, which are non-voting.

| am the owner of all of the issued and outstanding voting common shares in the

capital of Nelson Financial.



12.

13.

Nelson Financial is affiliated with Nelson Investments (the exempt market dealer
described above) and Nelson Morigage Group Ltd, (“Nelson Mortgage®). | am also
the owner of all of the issued and outstanding common shares of Nelson Investments
and Nelson Mortgage. Nelson Mortgage carries on business as a morigage broker
and has no significant business connections with Nelson Financial.

As the President of Nelson. Financial, | have overall executive responsibiiity for the
company. Stephanie Sobol is the General Manager of Nelson Financial. Ms. Sobol
oversees the Applicant's finances and its day-to-day operations. The Applicant's
business affairs are organized into the fbliowing_’ three departments, each with its own
manager:

(@) Finance and Administration Department - Dorothy Inkster, Manager;

{b) Loans Depariment — Melissa Marfen, Manager; and-

(¢) Customer Service, Collections and Legal Recovery Department — Al Garrison,
Manager.

Nature of the Business

14.

- 18,

Nelson Financial carries on business from leased premises located at 900 Dillingham

Road, Pickering, Ontario.

As indicated -above, Nelson Financial's principal business is vendor-assisted
financing. .Until 2007, Nelson Financial's principal business was sub-prime vehicle
financing. Nelson Financial's current business lines comprise (i) vendor-assisted
financing, (i) consumer loans, and (jii) its winding down portfolio of sub-prime vehicle

leases.



Customer Profile

16.

17.

18.

Nelson Financial's customers include a mix of prime borrowers, non-prime borrowers
and sub-prime borrowers. Typically, its customers are individuals who are under-
serviced by traditional banks and financial services companies. Customers of Nelson
Financial's remaining vehicle-leasing business are, for the most part, sub-prime
borrowers. Customers in Nelson Financial's vendor-assisted programs are typically a
mix of prime borrowers and non-prime borrowers. '

The non-prime and sub-prime credit markets provide financing to borrowers who may
have limited or no credit histories, past credit problems and who are attempting to re-
establish credit. As a result, non-prime and sub-prime lenders typically price their
loans and design their portfolic management systems to withstand a higher level of
delinquency and credit losses than those”experienceci by traditional lending sources.
in order to compensate for this higher default risk, non-prime consumers are charged
higher interest rates. '

As is set out in more detail below, in order to provide financing to customers, Nelson
Financial borrows money from investors in the exempt market pursuant fo a
continuous offering of Notes with a 12.00% rate of interest and/or Series A and Series
B Pref Shares at an issue price of $25.00 with a fixed preferential cumulative dividend
at the rate of 10% per annum, payable monthly.

Business Modef

18.

Nelson Financial's business model is based on being able to raise money from
investors and, in tum, use that money to extend credit at higher yields to vendor-

assisted finance custormers and sub-prime vehicle lessees. The “spread” is utilized by
Nelson Financiai for portfolio management, administration, payment of commissions
to Nelson investment and general working capital purposes, including repayment of

Nelson Financial's investors. -
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20.

in some circumstances, Nelson Financial has partnered with Lendcare Financial
Services Inc. (*Lendcare”). Lendcare is a national provider of financial services which
specializes in consumer financing parinerships with finance companies, merchants;
and distributors to offer retail and direct financing programs to customers. When
partnered with Nelson Financial, Lendcare acts as a factor conduit to aggregate a

‘ significant percentage of the accounts receivable of Nélson Financial. By engaging

Lendcare, Nelson Financial reduces its credit risk and the costs associated with credit
control and administration.

Vendor-Assisted Financing

21,

22.

Since 2005, Nelson Financial has provided vendor-assisted financing to vendors
across Canada. Nelson Financial offers vendor-assisted financing to clients seeking
to enhance sales levels through customer financing programs. Where possible,
Nelson Financial enters into exclusiVity arrangements with vendors for periods of up to
ten (10) years. Vendors of consumer goods will often seek out third party financing
arrangements in order to achieve sales goals and meet their customer's needs by
offering flexible financing solutions. - Nelson Financial cumently provides vendor-
assisted financing in two sectors: consumer household goods/appliances and food. In
particular, Neison Financial currently has arrangements with vendors that finance
grocery délivery, water and air purification systems, furnaces, vacuums and energy

efficient products.

In a typical transaction, once a customer's financing application is approved, Neison
Financial will pay the vendor the cost of the product being financed, usually at a
discount to the purchase price. The customer will purchase the product from Nelson
Financial, ‘usua!ly interest-free, by paying Nelson Financial monthly instalments. The
return received by Neison Financial following repayment of the full purchase price
constitutes Nelson Financial's yield on the transaction. In some limited cases, Nelson
Financial can increase its yield by receiving a discount on the purchase price of the
product from the vendor plus an additional rate of interest on the purchase price
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payable by the customer. Nelson Financial mitigates its risk by the discount rate and
interest rate (if applicable) that it receives.

Sub-Prime Vehicle Financing

23.

24,

Historically, Nelson Financial offered financing in the sut;-prime vehicle finance |

industry by qffering consumer loans to sub-prime borrowers or lessees. Title o the
vehicle would be retained by Nelson Financial, and ownership transfer would occur
upon final payment of interest and principal. In view of significant losses in the sub-
prime auto finance industry, Nelson Financial began its gradual exit from this portion
of the financing industry.

Nelson Financial financed its last vehicle lease in the sub-prime auto industry in 2007
and has been winding down the portfolio of sub-prime auto leases from a high of
approximately 4,500 vehicle leases to 713 vehicle leases remaining in its portfolio as
of February, 2010.

Consumer Loans

25.

Consumer loans, outside the vendor-assisted financing and sub-prime vehicle finance
programs, have not comprised a signiﬁcént portion of Nelson Financial’s loan
receivables. Further, Neison Financial does not seek to make signiﬁcant consumer
loans outside of its vendor-assisted consumer financing programs. However, from
time-to-time, consumer loans for a variety of purposes may be made to an existing
customer that has previously been approved and borrowed under a vendor-assisted
financing program. Consumer loans are made on terms determined between Nelson

Financial and the customer.

Future Marketplace Opportunities

26.

Over the past two (2) years, certain of large U.S. financing companies have exited the

Canadian non-prime and sub-prime consumer finance marketplace. In view of this

opportunity, greater room in the marketplace likely exists for vendor-assisted financing
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27.

for customers that do not meet bank level creditor requirements or that are too small
to be underwritten by most banks.

Currenﬂy; Nelson Financial employs 27 people, spiit between its three departments as
follows:

(@8  Finance and Admin - 9 people
{b) Loans -4 peopie

{c}  Customer Service and Collections — 14 people.

Financial Difficulties

28,

29.

30.

As indicated above, the Applicant's financial difficuities can be primarily attributed to
its sub-prime vehicle leasing business which began in 2003. At that time, Nelson

Financial began a movement away from its traditional consumer finance business

which had been focussed on financing the acquisition of computer systems. At its
peak, Nelson Financial had more than 4,500 vehicle leases in its porifolio totalling
$32,000,000. Delinquencies and losses on this portfoiic were substantially greater
than forecast and Nelson Financial suffered ongoing losses as a result. -

The problems caused by Nelson Financial's vehicle leasing portfolic were
exacerbated by the Applicant's exposure to a car dealership that Nelson Financial had
acquired in conjunction with its leasing programs. Nelson Financial provided
operating financing for this dealership in excess of $2,500,000.

When it became apparent to me that the vehicle leasing Susiness was not going to be
successful in the long term, | recommended that Neison Financial exit the business,
starting in or about early 2006. At that time, | had a pariner in the Nelson Financial
business, Mr. David Baker. Mr. Baker had a very different view of the potential of the
leasing business (which proved to be an incorrect view). As a result of our differing

'views, Mr. Baker and | agreed to sever our business. relationship and entered into a
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series of agreements to accomplish this. Under these-_ag}eements (as ultimately
structured), Mr. Baker agreed to assume and discharge the liabilities owing to Nelson
Financial in relation to the owned car dealership and purchased a portion of the
vehicle lease portfolio on credit terms.

31.  Although Nelson Financial had security over the vehicle leases sold to Mr. Baker and
aithough the credit provided to Mr. Baker in connection with the acquisition of the
portfolio was on "interest only terms” for a period of 36 months, Mr. Baker was unable
to make required payments either on account of the lease portfolio or on account of
the debt obligations of the automobile dealership which he had assumed. Ultimately,
Nelson Financial had to take back the lease portfolio (following a substantial decrease
in value due to write-offs, settiements and repossessions by Mr. Baker or his company
while they had control of the portfolio) and had to write-off in total the outstanding
loans in relation to the automobile dealership. These losses: totalled in excess of
$3,000,000.00 and were in addition to the already noted losses incurred as a result of
‘generat difficuities with the vehicle lease program.

32.  In view of the foregoing problems, Nelson Financial has been running down its vehicle
leasing portfolio. From the peak noted above, Nelson Financial's vehicle leasing
porifolio now comprises only 678 leases with a total exposure of $2,900,000.

OSC Review of Neison Investment Group Limited

33.  October 19, 2009, the compliance staff of the Registrant Regulation Branch of the
Ontario Securities Commission ("OSC”) commenced a compliance review of Nelson
Investment pursuant to their authority under applicable securities laws to undertake

compliance reviews of registered firms.

34. The OSC review addressed the period from September 1, 2008 fo August 31, 2009.
On January 4, 2010, following the completion of the review, the OSC identified a
significant number of compliance issues in relation to Nelson Investment under
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securities law requirements, and indicated that the matter would be forwarded to the
OSC Enforcement Branch.

35. To date, formal proceedings have not been initiated against Nelson Investment and
Nelson Investment and its advisors continue to be in discussion with the OS(._).

36. Nelson Investment has cooperated throughout the review with a view to making
suitable adjustments to address the concerns raised by the OSC and continues to
work with the OSC to ensure that issues raised are addressed with the OSC in a
timeiy fashion.

37.  While the OSC review is ongoing, Nelson Financial has voluntarily ceased the
issuance of Notes and Pref Shares.

Assets and Current Financial Status

38.  As at February 28, 2010, based on the Applicant’s internal financial records, Nelson
Financial had assets valued at $30,565,759.72, consisting of the following:

Description Amount

Cash and Cash Equivalents $805,304.05

‘Prepaid and Other Current Assets $1,817,336.15

Fixed Assets, net of depreciation $290,911.46
Loan Assets $27,457,935.11
" Other Accounts Receivable $194,272.95

Total Assets . $30,565,759.72
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40.

-11-

As can be seen from the foregoing, Nelson Financial's substantial portfolio of
consumer loans (including residual vehicle leases) constitutes its largest asset class
by far. ‘

Neison Financial's financial statements are prepared on a review engagement basis
by PricewaterhouseCoopers LLP. The most current finalized financial statements for
the Applicant are for the financial year ending July 31, 2008. Attached as Exhibit “A”
is a copy of Nelson Financial's 2008 financial statements. Internally prepared
statements for Nelson Financial, which have not been reviewed by
PricewaterhouseCoopers LLP, for the year ending July 31, 2009, are attached as
Exhibit “B”. Internally prepared financial statéments, which have not been reviewed
by PricewaterhouseCoopers LLP, for the interim period from August 1, 2009 to
February 28, 2010, are attached as Exhibit “C”.

As can be noted from a review of the financial statements referred to above, Nelson
Financial has been experiencing continuiné losses for some time. These losses have
been caused by the financial and business challenges referred to above. The
cessation of the issuance of new Notes and new Pref Shares has recently
exacerbated Nelson Financial's difficuities, since it has no bank or other source of
financing. Nelson Financial is now insolvent.

Creditors

Secured Creditors

- 4.

Nelson Financial does not have significant liabilities to .secured creditors. | am
advised by D'Arcy Doherty of Gowling Lafleur Henderson LLP and verily believe that a
search of the records maintained under the Personal Prope_riy Security Act, current as
at March 18, 2010, reveals the following parties as having registrations:

(8) Marchant Securities Inc.;

(b)  Exchequer Financial Limited Parinership;
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42.

43.

-12-

(c)  The Toronto-Dominion Bank:

(d)  Nelson Mortgage Group Lid.;

{e)  Nelson Investment Group Ltd.;

{f Glenn Mackie and Lisa Mackie; and
{(g)  Foscarini Mackie Holdings Inc.

The registrations in favour of Marchant Securities Inc., Exchequer Financial Limited
Partnership, the Toronto-Dominion Bank and Nelson Mortgage. are historical and do
not evidence security for any debt currently owed by Nelson Financial. Since Nelson
Financial owes no money or obligations to these three parties, their registrations
should be discharged. _

The registration in favour of Nelson Investment is in favour of the affiliated corporation
of which | am the sole shareholder and principal and relates to a security agreement
securing payment of an intercompany amount owing from Nelson Financial to Nelson
Investment.  This intercompany indebtedness represents eamed but unpaid
commissions in relation to the sale by Nelson Investments of Notes and Pref Shares.

The registrations in favour of Glenn Mackie, Lisa Mackie and Foscarini Mackie
Holdings Inc. (the “Mackie Parties”) all relate to investments described as being
issued on a secured basis. The security granted in favour of the Mackie Parties
attaches to specific financed contracts with identified customers. The Mackie Parties’
security does not attach to any of the other assets of Nelson Financial. The Applicant
is consulting with its legal advisors and will consuit with any Monitor appointed
concerning the validity, enforceability and perfection of the security in favour of the
Mackie Parties. Atftached hereto as Exhibit “D” is a copy of the Mackie Parties’
security agreements. The schedules to the Mackie Parties’ security agreements have
been red’acted in order to maintain the confidentiality of the individual customers listed

therein.
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Noteholders and Pref Shareholders

45.

46.

47.

48.

As indicated above, Nelson Financial finances its business through the issuance of
the Notes and the Pref Shares to accredited investors (respectively, the “Noteholders’
and “Pref Shareholders”) from time to time. In general terms, the Notes are
unsecured debt obligations owed to investors by Nelson Financial. The Notes vary in
term from 12 months to 60 months. More recently, most Notes issued were for 12 or
24 months terms. The Notes pay interest at 12% per annum, péid monthly. Certain of
the Notes (the “P&l Notes”) provide for blended payments of principal and interest
over their term, such that the. principal will be paid in full at maturity. Other Notes
provide for the payment of interest only over their term, with the total principal amount
to be paid at maturity.

Notes are made available for issuance by Nelson Financial on the second, sixteenth

and twenty-fifth day of each month (the “Issue Dates”). Interest (or in the case of P&l '

Notes, principal and interest) is paid monthly on the Issue Date corresponding to the
Note in question.

Sixty to ninety days in advance of the Issue Date which corresponds to the end of a
Note's term, it is Nelson Financial's practice to contact each Noteholder to ascertain
whether they wish to renew their investment for another term. If an investor wishes to

renew, new documentation evidencing the renewed investment is prepared and

executed. Investors who indicate that they do not wish to renew have amounts
remaining unpaid under their Notes paid in full. Up to the date of filing, Nelson
Financial has never failed to honour an obligation (including an interest obligation),

under any of the Notes.

in addition to the Notes, Nelson Financial has issued two series of the Pref Shares,
with identical terms. The Pref Shares were issued at an issue price of $25.00. The
Pref Shares pay a cumulative 10% dividend payable monthly. The Pref Shares rank
ahead of the common shares of Nelson Financial both as to dividend rights and as to
priority on wind-up. At the option of the Pref Shareholders, Nelson Financial has re-
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49.

50,

51.

52.

-14-

invested certain dividends payable into additional Pref Shares. The Pref Shares are
redeemable at the option of Nelson Financial.

Like the Notes, the Pref Shares were issued on the Issue Dates. Monthly dividend
payments have been made on Pref Shares on the Issue Date corresponding to the
particular Pref Share.

The Pref Shares did not provide Pref Shareholders with retraction rights, however,
Nelson Financial had the unilateral right to redeem the Pref Shares at any time.
Where a Pref Shareholder indicated that they wanted their shares redeemed, Nelson
Financial, as a matter of practice, would generally exercise its right to redeem the

shares.

As at February 28, 2010 there were approximately 323 Noteholders with total principal
outstanding of $36,647,019.03 and 79 Pref Shareholders holding Pref Shares with an
aggregate issue price, including dividend re-investment, of $14,636,274.93.

With respect to the dividends otherwise payable on the Maréh 16 Issue Date for
certain of the Pref Shares, the Applicant was unable to make this payment on March
16, 2010 and these shareholders are creditors of the Applicant in the aggregate

amount of $53,804.00.

Trade and Other Unsecured Creditors

53.

As at February 28, 2010, Nelson Financial's total trade debt was approximately

$15.613.21. Nelson Financial is paying this debt current on 30 day terms. The trade
debt is predominately owed to the providers of office supplies and equipment.

Empioyee Claims

54.

Nelson Financial is current on all wages and benefits due and owing to its employees.
Nelson Financial does not sponsor any registered pension plans in respect of its
employees. Nelson Financial intends to continue to meet all employee liabilities as
they fall due. As at February 28, 2010, Nelson Financial had accrued the sum of
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$1,788.40 and the sum of $76,940.11 for accrued but unpaid vacation pay and
bonuses, respectively.

Neison Financial uses the Ceridian payroll service to process its employee payments.
Nelson Financial is current and intends to remain current on all amounts required to
be funded to Ceridian to meet payroll. Ceridian is responsible for the calculation and
remittance of amounts to be withheld and remitted at source in respect of taxes,
Canada Pension Plan contributions and Employment Insurance.

Taxes and Crown Claims

56.

57.

As indicated above, Nelson Financial is current on all amounts required to be withheld
from employees at source and remitted. As at February 28, 2010, Nelson Financial's
other tax liabilities/assets were as follows:

(@) NetG.S.T. payable — $1,070.92;

(b)  Federal corporate income tax payable - $2,202,70;

(c})  Provincial corporate income tax receivable — $48,891.49 (refund); and

(d)  Provincial sales tax payable — $6,185.56.

With respect to the P.S.T. and G.S.T. amounts referenced above, it should be noted

that Nelson Financial is fully current and that these amounts were not due as at
February 28, 2010.

Operations During CCAA and Cash Flow

58.

If this Honourable Court grants Nelson Financial's application for protection under the
CCAA, the Applicant intends to continue to carry on its business through the
restructuring period. in particular, Nelson Financial intends to continue to fund new
customer ioans. Over the term of the restructuring period, Nelson Financial plans to
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use net revenues generated from its existing portiolio of loans for the purpose of
acquiring new customer loans and for general operating costs, including restructuring
costs. The continuation of the business should mean that the overall value of the loan
portfolio remains constant as individual customer loans turn over and new customer
loans are acquired.

During the period of the restructuring,. Nelson Financial will not be making any
payments on Noteholder debt. Similarly, no payments will be made to Pref
Shareholders.

As described below, Nelson Financial intends to resume payment to investors

(through payments of interest or principal and interest to Noteholders in accordance
with their Notes and through discretionary dividends to Pref Shareholders) following a
successful restructuring and on. the basis of the new Notes and new Pref Shares
which are intended o form the backbone of Nelson Financial's restructuring plan.

A projected cash flow for Nelson Financial has been prepared for the purposes of
these proceedings for the period from March 22, 2010 to June 18, 2010 {the “Cash
Flow Forecast”). A copy of the Cash Flow Forecast is attached hereto as Exhibit “E”.
As | understand it, A. John Page & Associates Inc., the proposed Monitor, has
prepared a pre-filing report to the Court which comments upon the reasonableness of
the Cash Flow Forecast and the assumptions which underlie it.

Based on the Cash Flow Forecast, Nelson Financial believes that it can meet all of its
operating costs during the period of its restructuring from cash flow generated by the
business and accordingly is not seeking authority to obtain debtor-in-possession

ﬁnanbing. ‘

Monitor and Charges

63.

In early March, 2010, A. John Page & Associates Inc. (“AJP&AI") was engaged as an
advisor to Nelson. Financial fo assist Nelson Financial with the assessment of its
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restructuring options. AJP&AI has reviewed the draft initiai order setting out the relief
Neison Financial.is seeking and has conducted a general review of the Applicant's
financial information, business and affairs. Following this review AJP&AI has
consented to act as Monitor for the purposes of these CCAA proceedmgs Attached
hereto as Exhibit “F” is AJP&AI's Consent to act as Monitor.

As | understand it, the CCAA will require the Monitor to disclose the names and
addresses of Nelson Financial's creditors on its website unless the Court directs
otherwise.

The investors in Nelson Financial, many of whom are individuals, made their
investments by way of a private placement in the exempt market. The investors had
the expectation that the fact of their investment would remain private and that their
identities would not be disclosed. Accordingly, as part of Nelson Financial's
application, Nelson Financial is seeking an exemption from the Monitor's disclosure
obligation with respect to the investors.

In order to adequately provide for the fees and disbursements of the Monitor, counsel
for the Monitor and counsel to Nelson Financial, Nelson Financial is seeking a charge
in favour of these professionals to secure payment of their fees and disbursements
incurred both prior to filing and after filing (the “Administration Charge”) in the amount
of $1,000,000. Nelson Financial is requesting that the Administration Charge have
first priority over the Applicant's property, assets and undertaking, subject only to the
security in favour of the Mackie Parties, to the extent that this security is valid and
enforceable security and properly perfected.” Since the other personal property
registrations referenced above do not appear to relate to any debt obligation or liability
actually owing by Nelson Financial fo an arm’s length party, it is Nelson Financial's
view that none of these parties will be affected by the proposed administration. To the
extent that they are secured creditors, Nelson Investment and Nelson Mortgage are

consenting to the Administration Charge.
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As indicated above, | am the sole director and officer of Nelson Financial. Although
Nelson Financial intends to continue to comply with applicable laws with respect to

matters affecting it, including without limitation the payment of wages, employee

source deductions, vacation pay, GST, provincial sales tax and other requirements,
the failure to successfully complete the restructuring may result in significant personal
liabilities for me in'my capacity as director and officer. Historically, Nelson Financial
has not had insurance coverage for this sort of potential liability. Although Nelson
Financial has recently attempted to secure coverage, its insurance broker has advised
that it is unlikely that director's and officer’s liability insurance can now be obtained.
Neison Financial is accordingly requesting court-ordered indemnification for its
director and officer, to the extent permitted under the CCAA, and the creation of a
charge in favour of the director and officer to secure payment and performance of this
indemnity (the “Director's Charge”) in the amount of $200,000.00.

Nelson Financial is requesting that the Director's Charge have priority over all claims
against the Applicant's property, assets and undertaking, save and except the
Administration Charge and security in favour of the Mackie Parties, to the extent that
this security is valid and enforceable and properly perfected.

Proposed Restructuring

69.

In consultation with stakeholders and investors, and in particular the Noteholders and
the Pref Shareho.!ders. the Applicant intends to develop and propose a formal plan of
compromise or arrangement and a plan of arrangement under applicable corporate
legislation which will include the following general features:

(a) the conversion of some percentage of the existing Notes to new preferred
shares (with rights and attributes to be determined) in the capital of the

restructured Neison Financial;
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(b}  the conversion of the remainder of the existing Notes into a new series of notes
with substantially similar rights and attributes as the Notes (including interest
rate and interest payment terms), but with amended maturity dates;

{c) the conversion of existing Pref Shares into a new class (or classes) of preferred
shares {with attributes and rights to be determined);

(d) the provision for satisfaction of any valid prior secured claims in favour of the
Mackie Patities; and

(e) the payment or assumption of all employee claims.

If Nelson Financial can achieve the-proposed restructuring, it intends to exit the CCAA
and, as soon as possible, resume sales of its securities in compliance with all
applicable securities law.

Since Nelson Financial's current portfolio of assets has improved (exposure to sub-
prime customers has been reduced as noted above), the Applicant believes that it will
have a stable revenue base going forward. '

The Applicant further believes that its revised business model, including a focus on
vendor-assisted financing of a variety of consumer goods: for customers with better
credit histories, will generate a stable and increased margin from new activities
following its restructuring. Accordingly, the Applicant is hopeful that investor returns
can be enhanced and that it will pay meaningful recoveries on any securities issued
as part of the restructuring plan described above.

The Applicant is strongly of the view that the proposed capital restructuring will
represent a far better recovery altemative for investor stakeholders. In the event that
a restructuring is impossible, the Applicant is concerned that very significant losses
could be suffered by investors, with no prospect of investors sharing in revenues
generated by Nelson Financial's business activities going forward.
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Conclusion

74. 1 make this Affidavit in support of Nelson Financial's application for protection from its
creditors under the CCAA, and for no other or improper purpose.

SWORN before me at the City of
Pickering, in the Province

of Ontario this 22™ day of March,
2010.

iy,

A Commissioner, etc

Colloen Hanlet Delaney,

& Commissioner, etc.,

Province of Ontarie, for A. John Page
Charterad Accountant and A. John Page &
Associates Inc., Trustee in Bankruptoy.

Expires February 26, 2013.
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This is Exhibit “D” to the
Affidavit of Marc Boutet
sworn before me, this 16" day of

April; 2010.

@‘dw /ZW@
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é/dommnsswner for ta mgA idavits

JOANNE JOSEPHINE RAFFA,
A COMMISSIONER, ETC.,
PROVINCE OF ONTARIO
FOR NELSON FINANCIAL GROUP LTD.
EXPIRES FEBRUARY 1, 2013.



AGREEMENT REGARDING FUTURE FINANCINGS

THIS AGREEMENT is dated the 6th day of December, 2007
BETWEEN:

NELSON FINANCIAL GROUP LTD.

(“Nelson*)

- and -

LENDCARE FINANCIAL SERVICES INC.

(“Lendcare®)

CONTEXT:

In consideration of Lendcare agreeing to seek the direct lending services of Nelson for financin g
of certain consumer transactions, Nelson agreed to certain non-solicitation covenants in favour of
Lendcare set forth in a business protection agreement dated August 20, 2007 between Lendcare
and Nelson (the “Non-Solicitation Agreement”). The Parties riow wish to set forth the terms
and conditions regarding the lending services of Nelson to Lendcare:

FOR GOOD AND VALUABLE CONSIDERATION, the Parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Agreement, the following terms have the following meanings:

111 “Agreement” means this agreement, as it may be supplemented, amended, restated or
replaced by written agreement between the Parties.

[.L1.2 “Business Day” means any day excluding a Saturday, Sunday or statutory holiday in
the Province of Ontatio.

113 “Communication” means any notice, demand, request, conserit, apprqval or other
communication which is required or permitted by this Agreement to be given or made
by a Party.

1.1.4 “Parties” means Nelson and Lendcare, collectively, and “Party” means any one of

them.
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1.2

Business Day

Whenever any action fo be taken under this Agreement is required to be taken on a day other
than a Business Day, the action is to be taken on the next Business Day following.

1.3

Governing Law

This Agreement is governed by, and is to be construed and. interpreted in accordance with, the
laws of the Province of Ontario and the laws of Canada applicable in the Province of Ontario.

1.4

1.4.1

1.4.2

143

144

2.1

Certain Rules of Interpretation

In this Agreement, words signifying the singular number include the plural and vice
versa, and words signifying gender include all genders. Every use of the word
“including” in this Agreement is to be construed as meaning “including, without

limitation™,

The division of this Agreement into Articles and Sections and the insertion of
headings are for convenience of reference only and do not affect the construction or

interpretation of this Agreement.

References in this Agreement to an Article or Section are to be construed as
references to an Article or Section of this Agreement unless the context requires

otherwise,

Unless otherwise specified in this Agreement, time periods within which or following
which any payment is to be made or act is to.be done will be calculated by excluding
the day on which the period commences and including the day on which the period
ends. If the last day of a time period is not a Business Day, the time period will end

on the next Business Day.

ARTICLE 2
RIGHT OF FIRST REFUSAL

Right of First Refusal; Right to Match

Nelson is hereby granted a right of first refusal to provide all externally-sourced
future financing to Lendcare and its subsidiaries, affiliates, successors and permitted
assigns for its existing and future vendor financing programs on the same terms and
conditions that are currently in place for A, B, and C lending programs.

Upon making a proposal to Nelson to accept and fund all financing program
transactions from a new or existing merchant (the “Proposal”), Lendcare shall
provide Nelson with all material reasonably required to make a lending decision.
Nelson shall have the right, but not the obligation, during the-ten (10) Business Days
from the delivery of the notice to exercise its right to provide such financing on the
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2.1.7

3.1
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terms in the Proposal. If Nelson does not so deliver notice to Lendcare in writing
within such ten (10) Business Day period, Nelson will be deemed to have declined to
exercise its right to provide financing on the terms set out in the Proposal.

If Nelson exercises its right to provide financing on the terms set out in the Proposal,
Lendcare (or its subsidiary, affiliate, successor or permitted assign, as the case may
be) shall complete such financing with Nelson.

If Nelson declines to exercise its right to provide financing on the terms set out in the
Proposal, Lendcare shall have the right to solicit financing from a third party on the
substantially the same terms as those set out in the Proposal. If Lendcare receives a
bona fide offer from a third party to provide financing on such terms (a “Third Party
Offer™), Lendcare shall promptly so notify Nelson in writing and Nelson shall have
the right, but not the obligation, during the ten (10) Business Days from the delivery
of such notice to match the Third Party Offer by written notice to Lendcare. If
Nelson does not so deliver notice to Lendcare within such ten (10) Business Day
period, Nelson will be deemed to have declined to match the Third Party Offer.

If Nelson matches the Third Party Offer, Lendcare (or its subsidiary, affiliate,
successor or permitted assign, as the case may be) shall complete such financing with

Nelson.

If Nelson declines to match the Third Party Offer, Lendcare shall have the right to
accept the Third Party Offer, provided that such financing is completed on
substantially similar terms to. the terms set out in the Third Party Offer no later than
the tenth (10"™) Business Day from the delivery (or deemed delivery) of notice from
Nelson that it is declining to match the Third Party Offer. If Lendcare does not close
the financing with the third party within such ten (10) Business Day period or the
terms of the Third Party Offer are amended in any way, Lendcare shall not proceed

with such third party financing,

Lendcare acknowledges and agrees that each successive request for financing
(including following the failure to close a financing with a third party because the
conditions in Seéction 2.1.6 hereof were not met) shall constitute a new financing for
the purposes of this Agreement and the provisions of this Article 2 shall apply to each

such request for financing.

ARTICLE 3
GENERAL

Term

This Agreement shall terminate on the earlier of (i) termination of the Non-Solicitation
Agreement by Nelson for any reason whatsoever, as provided in Section 3 of the Non-
Solicitation Agreement; or (ii) five (5) ycars from the date of this Agreement. Except where this
Agreement is terminated as set out above, Nelson shall have the right; but not the obligation, in
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its sole discretion, to rcnew this Agreement for one (1) additional term of five (5) years by
providing notice of its desire to exercise the renewal option to Lendcare prior to expiry of the
first five (5) year term, provided that Nelson advises Lendcare in writing that it wishes to extend
the term not more than twelve months and not less than six months prior to the expiration of the
original term, failing which this right of renewal shall be rendered null and void.

3.2 Remedies on Breach of Covenant

3.2.1 Lendcare hereby acknowledges and agrees that all provisions of this Agreement are
reasonable, valid and binding, and necessary in the circumstances, Lendcare agrees
that: (i) Lendeare shall be liable for all damages or losses caused to Nelson as a result
of any breach of the covenants contained in this Agreement, including loss of profits
and other economic losses and costs and interest (including legal costs on a
substantial indemnity basis), aud (ii) Nelson shall be entitled to restrain any ongoing
breaches of these obligations by way of an interim .and final injunction obtained at

Lendcare’s expense.

322 Without limiting the remedies available to Nelson, Lendcare acknowledges that
damages at law will be an insufficient remedy to Nelson in view of the irrevocable
harm which will be suffered by Nelson if Lendeare violates any of the provisions of
Article 2 of this Agreement, and it agrees that Nelson may apply for and have interim
and final injunctive relief in any court of competent jurisdiction specifically to
enforce any of such provisions upon the breach or threatened breach thereof, or
otherwise specifically to enforce any of such provisions, and Lendcare hereby waives
all defences (o the strict enforcement thereof by Nelson to the fullest extent permitted

by law.

3.3 Survival

Despite anything contained in this Agreement to the contrary, all claims against and liabilities of
either Party arising under this Agreement or from events beginning before the expiration or
earlier termination of this Agreement, will survive such expiration or earlier termination.

34 Notices

Any Communication must be in writing and cither personally delivered, sent by prepaid
registered mail, or sent by facsimile, e-mail or functionally equivalent electronic means of
recorded communication, charges prepaid. Any Communication must be sent-to the intended

recipient at its address as follows:
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to Nelson at;

1739 Orangebrook Court
Pickering, Ontario
LIW 3G8

Attention: Marc Boutet
Facsimile No.:  905-839-7002

to the Lendeare at;

Umt 7

1035 Toy Avenue
Pickering, Ontario
LIW 3N9

Aftention; Ali Metel
Facsimile No.:  905-426-2053

or at any other address as any Party may from time to time advise the other by Communication
given in accordance with this Section 3.4. Any Communication delivered to the Party to whom
it is addressed will be deemed to have been given and received on the day it is so delivered at
that Party’s address, provadcé that if that day is not a Business Day then the Communication will
be deemed to have been given and received on.the next Business Day. Any Communication
transmitted by facsimile or other form of recorded communication will be deemed to have been
given and received on the day on which it was: transmitted (but if the Communication is
transmitted on a day which is not a Business Day orafter 3:00 p.m. (local time of the recipient)),
the Communication will be deemed to have been received on the next Business Day. Any
Communication given by leg:stcrcd mail will be deemed to-have been received on the fifih
Business Day afler which it is so mailed. If a strike or lockout of postal employees is then in
effect, or generally known to be zmpendmg, every Communication must be effected by personal

delivery or by facsimile transmission,

15 Amendment and Waiver

No supplentent, modification, amendment, waiver, discharge or termination of this Agreement is.
binding unless it is exccuted in writing by the Party to be bound. No waiver of, failure to
exercise or delay in exercising, any provision of this Agreement constitutes a waiver of any other
provision (whether or not similar) nor does such waiver constitute a continuing waiver unless

otherwise expressly provided.

3.6 Assignment and Enurement

Neither this Agreement nor any right or obligation hereunder may be assigned by either Party
without the prior consent of the other Party. This Agreement enures to the benefit of and is
binding upon the Parties and their respective successors and permitted assigns.
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3.7 Severability

Each provision of this Agreement is distinct and severable. If any provision of this Agreement,
in whole or in part, is or becomes illegal, invalid or unenforceable in any jurisdiction by a court
of competent jurisdiction, the illegality, invalidity or unenforceability of that provision will not
affect the legality, validity or enforceability of the remaining provisions of this Agreement.

3.8 Counterparts

This Agreement may be executed and delivered by the Parties in one or more counterparts, each
of which when so executed and delivered will be an original, and those counterparts will together

constitute one and the same instrument.

3.9 Facsimile Signatures

Delivery of this Agreement by facsimile transmission or functionally cquivalent electronic
means constitutes valid and effective delivery.

Each of the Partics has executed and delivered this ‘Agreement, as of the date noted at the
beginning of the Agreement.

TOR_LAWAGY285774
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AMENDING AGREEMENT

THIS AMENDING AGREEMENT (“Amending Agreement”), effective as of
December 21, 2009 (the “Effective Date”), is between:

NELSON FINANCIAL GROUP LTD. (“Nelson”)
-AND-
LENDCARE FINANCIAL SERVICES INC. (“Lendeare”)

(collectively, the “Parties”).

WHEREAS Nelson and Lendcare entered into and executed an Agreement Regarding
Future Financings, dated December 6, 2007 (the “Original Agreement”); and

WHEREAS the Parties have reviewed the Original Agreement and determined that one
of the sections therein is not clear and does not articulate clearly the intention of the

Parties in respect of the Original Agreement; and

WHEREAS the Parties specifically wish to addréss Section 2.1.1 of the Original
Agreement to clarify that this section contemplates that Nelson has a right of first refusal
lo purchase from Lendcare and affiliates consumer debt financing “paper” (i.c., consumer
credit application and agreements) which new or existing merchants have executed in
favour of Lendcare or its affiliates pursuant to Lendcare’s A, B and C lending programs;

and
WHEREAS the Parties agree to amend the Original Agreement as more fully set forth
below;

NOW THEREFORE, in consideration of the sum of one dollar ($1.00), and other good
and valuable consideration (the receipt and sufficiency of which are hereby
acknowledged), each of Nelson and Lendcare covenants and agrees as follows:

Interpretation
Unless otherwise defined herein, all capitalized terms used in this Agreement shall have
the respective meanings ascribed thereto in the Original Agreement.



2.

Amendment to Original Agréement
(a) Section 2.1.1 of the Original Agreement reads as follows:

“Nelson is hereby granted a right of first refusal to provide all extemafiy«sourced fina inancing to
Lendcare and its subsnd:arres, affiliates, successors and permitted assigns for its existing and
future vendor financing programs on the same terms and conditions that are currently in place

for A, B, and C lending programs.”

(b) The Parties hereby acknowledge and agree that the amended language of Section

2.1.1 shall now read and state as follows:

“Nelson is hereby granted a right of first refusal to acquire and purchase from Lendcare and
its subsidiaries, affiliates, successors and permitted assigns, any and all consumer credit
applications and agreemeiits with new or existing merchants which Lendcare and its
subsidiaries, affiliates, successors and permitted’ assigns propose to sell to external third
parties, on the same terms and conditions that are currently in place for Lendcare’s A, B, and

C lending programs.”

Effect of Amendment

The parties hereto agree that the Original Agreenient shall remain in full force and effect
in its entirety except for the specific amendment specified in Section 2 above. For
certainty, the amendments contained in Section 2 above will amend the Original

Agreement and, upon the execution of this Amending Agreement, the Original

Agreement and this Amending Agreement shall be-vd,e,eme_d 1o constitute the full and
complete agreement between the Parties in respect.of the matters therein.

IN WITNESS WHEREOF, this Amending Agreement has been executed by the Parties
as of the Effective Date.

NELSON NANCIAL GROUP LTD.

Neare: Mark Boutet
itle: President

I biave authority to bind the company.

LENDCARE FINANCIAL S!Z‘.RV[CES INC.

m/ ///

Naté: Mark Schell
Title: President

I have authority to bind the company.
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BUSINESS PROTECTION AGREEMENT

TO: LENDCARE FINANCIAL SERVICES INC., with an office located at Unit 7 —
1035 Toy Avenue, Pickering Ontario L1W 3N9 (“LENDCARE”™)

FROM: NELSON FINANCIAL GROUP LTID., with an office located at 1739
Orangebrook Court, Pickerin , Ontario LIW 3G8 (“NELSON")

DATE: AUGUST 20™ 2007

In consideration of Lendcare agreeing 1o seck the direct lending services of Nelson for financing
of certain consumer transactions, and for other good and valuable consideration, Nelson
acknowlcdges and agrees with the following;

1. Non-Solicitation: Nelson acknowledges that in its relationship with Lendcare, it will
gain a knowledge of certain of Lendcare’s clients, contractors, suppliers and employees
which would injure Lendcarc if used for competitive purposes. Nelson therefore agrees
that during the relationship with Lendcare, and for a period of two (2) years following the
Cessation Date, neither it nor any of its affiliates, nor any officer, director, sharcholder,
employee of Nelson or any of its affiliates, will either individually or in conjunction with
any other person, business, corporation or any other entity that is competitive with
Lendcare, dircctly or indirectly:

(1) solicit, attempt to solicit or endeavour to entice away from Lendcare any clients of
Lendeare to whom Nelson has provided lending scrvices or with whom Nelson
has had contact, in cither case as a result of providing direct lending services for
financing of certain consumer transactions during the two (2) year period prior to
the Cessation Date, with respect to any direct lending services or products or
services competitive with thosc of Lendcare; or

(i) solicit, induce or causc, or altempt to solicit, induce or cause, any of the present or
future employees, representatives, contractors or suppliers of Lendcare with
whom Nelson has had direct dealings, as a result of providing direct lending
services for financing of certain consumer transactions at the request of Lendcarc,
to terminatc his, her or their employment or relationship with Lendcare, including
referring employecs of Lendeare to competitors or to head hunters or employment
agencics; or

(iif)  accept business from any client of Lendeare described in sub-paragraph 1(i), with
respect to any direct lending services similar to those of Lendeare.

2. Termination: Notwithstanding any provision of this Agrecment, ﬁlisAgrceqxcnt shall
terminate and be of no force or effect if (a) Lendcare shall terminate its cxtsten(:fa or
voluntarily file for or otherwise commience or have commenced corporate proceedings
with rospect (o bankruptey, reorganization, rcceivership or similar status.
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Cessation Date: The Cessation Date for purposes of this Agreement shall occur upon {a)
either party giving notice to the other terminating the relationship, or (b) Nelson provides
wrilten notice to Lendcare that Lendcare failed to request funding and Nelson declined to
fund at least $400,000 in any three (3) month period, which notice shall be provided not
less than ten (10) days after the expiry of such three (3) month period.

Covenants Unrelated to Other Covenants Given: The covenants given by Nelson
pursuant to this Agreement are independent from and shall not be pleaded in reduction or
derogation of the covenants given by Nelson pursuant to any other agreement or
agreements,

No Media Contact: Nelson agrees that, except with the written permission of Lendcare,
Nelson will make no comments to, and have no communication with, any media
concerning the affairs of Lendeare or its clients, employees, representatives, contraciors
or suppliers,

Covenants Reasonable: The covenants contained in this Agreement are given by
Nelson acknowledging that it has, or will obtain and have, specific knowledge of certain
of the business and affairs of Lendcare and of the direct lending services of Lendcare and
a close working relationship with certain clients, employccs, independent contractors,
suppliers and agents of Lendcare, all of which would injure Lendcare if made available to
a competitor or if used for competitive putposes or if made public. Nelson hereby
acknowledges and agrees that all restrictions contained in this Agreement are reasonable,
valid and binding, and nccessary in the circumstances in order to protect the economic
inicrests of Lendeare.  Without the covenants set forth in this. Agreement, Lendcare
would not have agrced to employ the services of Nelson and, accordingly, Nelson to the
fullest extent permitted by law hercby waives all defences to the strict enforcement
thereof by Lendcare,

Remedies on Breach of Covenant: Nelson agrees that: (i) Nelson shall be liable for all
damages or losses caused to Lendearc as a result of any breach of the covenants
contained in this Agreement, including loss of profits and other economic losses and
costs and interest (including legal costs on a substantial indemnity basis), and (ii)
Lendcarc shall be entitled to restrain any ongoing breaches of thesc obligations by way of
an interim and final injunction obtained at Nelson's expense.

Damages Insufficient: Without limiting the remedies available fo Lendcare, Nelson
acknowledges that damages at law will be an insufficient remedy to Lendcare in view of
the irrevocable harm which will be suffered by Lendcare if Nelson violates any of the
provisions of paragraph 1 in this Agreement, and it agrees that Lendcarc may apply for
and have interim and final injunctive relief in any court of competent jurisdiction
specifically to enforce any of such provisions upon the breach or threatened breach
thereof, or otherwise specifically to enforce any of such provisions, and Nelson hereby
waives all defences to the strict enforcement thereof by Lendcare to the fullest extend

permitted by law.
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Severability: Subject to the provisions of paragraph 4 above, in the cvent that any
sentence, paragraph, sub-paragraph or term in this Agreement, or any part thercof, shall
be decmed to be void, illegal, invalid or unenforceable by a court of competent
Jurisdiction, such offending scntence, paragraph, sub-paragraph, term or part (as the case
may be) shall be severed from this Agreement and the remaining provisions of this
Agreement shall remain in full force and effect and be binding upon Nelson and
unaffected thereby.

Governing Law: This Agreement, and all rights and obligations arising out of the
parties’ relationship hereunder, including but not limited to matters of construction,
validity and performance, shall be governed by, and be interpreted under, the laws of the
Province of Ontario without giving effect to its conflict of law principles, and the courts
of Ontario, shall have exclusive jurisdiction in the cvent of any dispute or litigation
between the parlies arising out of the terms of this Agreement. This Agreement shall be
deemed to have been made in Ontario.

Waiver: The failure of either parly at any time to require performance by the other party
of any provision hercof shall in no way affect the full right to require such performance at
any time thereafier, nor shall waiver by either party of the breach of any provision hereef
be taken or held to be a waiver of any succeeding breach of such provision or as.a waiver
of the provision itself.

Captions for Convenience Only: The captions contained in this Agreement are inserted
only as a matter of convenicnce and in no way defing, limit, construe or describe the
scope or intent of the paragraphs that follow each particular caption, nor in any way
affect this Agreement.

Interpretation: This Agreement shall be read with such changes in number and gender
as the context or the reference to the parties may require. In particular, words importing
the singular include the plural and vice versa, and words importing gender include the
masculine, feminine and neuter genders. Further, this Agreement shall be deemed to
have been writlen by both parties acting togcther.

IN WITNESS WHEREOF, Nelson has cxecuted this Agreement as of the date first written
above, and accepts and agrees to the lerms of this Agrcement.

NELSON FINANCIAL GROUP LTD.

I have the authority to bind the corporation.

TOR_ELAWA 668257412
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This is Exhibit “E” to the
Affidavit of Marc Boutet
sworn before me, this 16" day of

April, 2010.

A{gdmmissioner for thavits

JOANNE JOSEPHINE RAFFA,
A COMMISSIONER, ETC,,
PROVINCE OF ONTARIO
FOR NELSON FINANCIAL GROUP LTD,
EXPIRES FEBRUARY 1,2013.
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Barristers and Solicitors

Siurey Mg
et 416,863,088
E-munl senilia o airdberdis-comn

Aprii 5. 2010

Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place
100 King St W

Toronto, ON, M3X 1G5

Attention: Clifton P (ClLIE Prophet
Email: cliftop.prophet ¢ gowlines.cain

AL dohn Page & Associates Ine.
100 Richmond Street West, Suite 447
Toronto, ON MSH 3RO

Attention: A lohn Page
Emadl: ainagcwaiolnpuase.com

Prear Sirs

Re: Louans to Nelson Financial Group Ltd.

As you are aware we are counsel o Glenn Mackic. Lisa Mackiv and Foscarini Mackic

Holdings Inc. Our clients are important stakeholders in this restructuring. Our clients have

seeurity over certain of the assets of the deblor, We would like the status of the porttolio of

toans over which our clients hold security.  For cach loan. we would fike to know (a) the
monthly pavments: (b) the maturity date:  and (¢) whether the contraet s in defaoll. We
would also ke to know how our clienty are intended 1o be dealt with in the proposed
restructuring plan, We may have further inquiries but will hold off on same pending the
respaotise (o this letier,

Further. is the Ontario Sceurities Commission agréeable to a share exchange as
contemplated presently in the materials.

Finally. please ensure that all Tuture Court attendances are scheduled with the prior input of

the writer.

We look forward to hearing from vou.
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April §, 2010
Page 2

Yours truly.
-

AIRD & ll}iﬁ].is Ty
~ } el ‘)

Sanjeev Mitra

SPM
fedd
3578853 1

AIRD & BERLIS we

Bareisters and Solivitins
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This is Exhibit “F” to the
Affidavit of Marc Boutet
sworn before me, this 16" day of

April, 2010.

\ Cgmmissioner for taw«&awts

JOANNE JOSEPHINE RAFFA,
A COMMISSIONER, ETC,,
PROVINCE OF ONTARIO
FOR NELSON FINANCIAL GROUP LTD.
EXPIRES FEBRUARY 1, 2013.
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Suite 800 Pickering: (905) 839-4484

W . WALKER ) 1315 Pickering Parkway . Whitby: (905) 683-3444
————; ’ Pickering, ON LIV 7G5 Toll Pree: 1-877-839-4484

- LAWYERS HE AD www.walkerhead com Fax: (905) 420-1073

Michae! F. Head*
Victor A. Sgro

Extension 110

E-mail: p.przybylo@walkerhead.com

April 7, 2010

Konald P Kaufman - gent by fax: 416-862-7661

&, Drew Dowling

Gowlings Leffeur Henderson LLP

Andrew D, Felker++ DBarxisters and Solicitors

Fiona Empke

Suite 1600
First Canadian Place

Pawula R. MeMurtry 100 King St., W.

Kyle C. Armagon
Pard §. Preybylo

TORONTO, Ontario
M5X 1G5

Attention: Clifton P. Profit

Dear Sirs:

Re:  Nelson Financial Grm_:g.ll._td. (“Nelson”)

I am counsel for David Baker. I direct you to the affidavit of Mark Boutet sworn
March 22, 2010 which is located at tab 2 of the application record for Court File No. 10-
8630-00CL. Specifically, it is our client’s position the comments made in paragraphs 30
and 31 are false and inaccurate.

Please have Mr. Boutet amend his affidavit to properly reflect Nelson’s dealings
with Mr. Baker.,

L ask that you forward me a copy of the amended affidavit.

Sincerely yours,

PSP:1b
e¢: David Baker

T H0wr B0 D e Toane Clanamy od® Phacalvn PYane s
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gOW I ngs montréal - ollawa - toronte - hamilton - waterfoo region:- calgary - vancouver - mascow - london

Frank Lamie

Direct (416) 862-3608
frank.lamie@gowlings.com
File No. T965434

April 12,2010

Via E-MAIL

Mr. Paul S. Przybylo

Walker, Head Lawyers

Suite 800, 1315 Pickering Parkway
Pickering, ON L1V 7G5

Dear Mr. Przybylo:

Re: Nelson Financial Group Ltd. - Court File No. 10-8630-00CL

Thank you for your letter dated April 7, 2010.

Mr. Boutet advises that the statements contained at paragraphs 30 and 31 of his affidavit sworn
March 22, 2010, are accurate and true based on his information and belief,

As I am sure you are aware, an absolute privilege attaches to evidence given in Court proceedings,
including evidence given by way of affidavit,

In view of the foregoing, Mr. Boutet will not amend his affidavit as requested.
Yours very truly,

GOWLING LAFLEUR HENDERSON LLP

Frank Lamie

FL/adces

TOR_LAWA 7347728\

Gowling Lafleur Henderson ur - Lawyers - Patent and Trade-mark Agents _ n )
1 First Canaefian Place - 100 King Street West - Suite 1600 - Toionto - Ontario - M5X 1G5 - Canada T416-862-7525 F 416-862-7661 gowlings.com
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