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COURT FILE NO.: CV-13-10067-00CL

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
iMARKETING SOLUTIONS GROUP INC. AND THE COMPANIES REFERRED TO IN

SCHEDULE “A”

SUPPLEMENT TO THE FIRST REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.

AS CCAA MONITOR OF iMARKETING SOLUTIONS GROUP INC.
AND THE COMPANIES REFERRED TO IN SCHEDULE “A”

May 6, 2013

1.0 Introduction

1. This report (“Supplementary Report”) supplements the First Report to Court
dated May 2, 2013 (“First Report”) filed by Duff & Phelps Canada
Restructuring Inc. as Monitor in these proceedings.

1.1 Purposes of this Supplementary Report

1. The purposes of this Supplementary Report are to:

a) Summarize an issue that has arisen with American Express Corporate
Credit Cards, American Express and any affiliated companies
(collectively, “Amex”) upon which the Company relies for certain
aspects of its business;

b) Describe the importance of Amex to the Company’s business; and

c) Request that the Court make an Order compelling Amex to comply
with the Initial Order, specifically by reactivating the Company’s
accounts and continuing to provide services to the Company.
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1.2 Currency

1. Unless otherwise noted, all currency references in this Supplementary Report
are to Canadian dollars.

1.3 Defined Terms

1. Capitalized terms not defined in this Supplementary Report have the
meanings provided to them in the First Report.

2.0 American Express

1. Individual credit cards are held by certain of the Company’s employees, sales
representative and client service providers. The Company advises that twenty or
more people use travel services paid on an Amex credit card through a travel
agent. Additionally, the Company uses Amex to pay various important vendors.

2. A summary of the manner in which the Company relies on Amex is as follows:

a) US Postal Service mailboxes. The Company pays the US Postal Service
through Amex. The Company maintains over 100 mailboxes with the US
Postal Service. This is a key process by which the Company collects
pledges in the US. The Company advises that it would be administratively
challenging to change the payment process for these mailboxes and that
doing so could impair the collection of pledges, thereby negatively
impacting cash flow;

b) Certain other vendors charge their costs directly to the Company’s Amex
account. These vendors include providers of web hosting, email
distribution, domain name registration and travel services. These services
are essential to continuing operations of the Company on an uninterrupted
basis; and

c) Employee travel expenses and bookings. The Company uses Amex
corporate cards because many employees do not have their own credit
cards, their own cards do not have sufficient credit to allow them to charge
travel expenses or they do not feel comfortable using their own credit
cards, particularly in the context of this CCAA proceeding.

3. On April 30, 2013, the Company learned that the Amex accounts were frozen
(Amex had declined a transaction by an employee). The Company immediately
contacted Amex to understand the reasons that the card was declined. Amex
advised that it had frozen the accounts due to the CCAA process.
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4. The Monitor understands that on April 30, 2013, the Company explained to
representatives of Amex the importance of Amex to its business. The Company
also explained that pursuant to the Initial Order, all suppliers, including Amex, are
required to continue to provide service without disruption, provided that they were
not extending further credit. The Company confirmed that it would pay a deposit
to Amex (and would continue to replenish the deposit) such that Amex would not
be extending credit to the Company. The Company requested that the Accounts
be immediately reactivated. The Company was unable to make any progress with
Amex, which resulted in the Monitor getting involved in this issue.

5. On May 1, 2013, the Monitor contacted Amex representatives. On May 3, 2013,
Derek Choi, a representative of Amex, advised the Monitor that Amex’s legal
department would review the matter and provide a response by no earlier than
May 6, 2013. A copy of the Monitor’s correspondence to Mr. Choi is provided in
Appendix “A”1.

6. On May 6, 2013, the Monitor spoke with Kelly Lawson in Amex’s legal
department, at which time the Monitor summarized the urgency of the issue and
Ms. Lawson undertook to respond in a short period of time. The Monitor advised
Ms. Lawson that it would be in Court on May 7th in the context of a scheduled
motion and that it intended to bring this issue to the attention of the Court if it was
not resolved by the time scheduled for the motion. The Monitor also advised that
it would be necessary for it to draft and file with the Court a report summarizing
this issue.

7. The Monitor followed up several times on May 6, 2013 with Ms. Lawson who
advised that the matter was being reviewed. The Monitor was advised that Amex
had retained Dentons Canada LLP (“Dentons”). The Monitor, its counsel and the
Company’s counsel discussed the matter on a preliminary basis with Dentons
prior to finalizing this Supplementary Report.

8. Dentons advised the Monitor that Amex was reviewing the matter internally and
considering a structure to allow the Company to use the Amex accounts.
However, at the time this Supplementary Report was finalized the Accounts had
not been reactivated.

1
The credit card account numbers have been redacted.
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3.0 Conclusion and Recommendation

1. The Monitor recommends that the Court compel Amex to comply with the
Initial Order by immediately reactivating the Accounts and continuing to
provide service to the Company, provided that the Company pays a deposit to
Amex equivalent to two weeks of Amex exposure (estimated to be $25,000) to
be used for transactions from and after the date of the Initial Order and subject
to the Company replenishing the deposit on an ongoing basis.

* * *
All of which is respectfully submitted,

DUFF & PHELPS CANADA RESTRUCTURING INC.
IN ITS CAPACITY AS CCAA MONITOR OF
iMARKETING SOLUTIONS GROUP INC. AND THE
COMPANIES REFERRED TO IN SCHEDULE “A”
AND NOT IN ITS PERSONAL CAPACITY










