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DUFF & PHELPS CANADA RESTRUCTURING INC.

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

October 2, 2013

1.0 Introduction

1. Pursuant to the Order (the “Initial Order”) of the Honourable Mr. Justice
Newbould of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) made on April 12, 2013, iMarketing Solutions Group Inc.
(“IMSG”) and the companies listed on Schedule “A” (together with
“IMSG”, the “Company”) were granted protection under the Companies’
Creditors Arrangement Act (Canada) (the “CCAA”) and Duff & Phelps
Canada Restructuring Inc. (“D&P”) was appointed as monitor (the
“Monitor”).

2. Also on April 12, 2013, the United States Bankruptcy Court for the District
of Delaware (the “US Court”) made an interim Order recognizing the
CCAA proceedings in the United States and granting the Company
certain protections as contemplated by chapter 15 of title 11 of the United
States Code (“Chapter 15”).

3. On May 7, 2013, the Court made an Order extending the stay of
proceedings to August 2, 2013 and approving a sale and investment
process (the “SIP”) to be carried out by Illumina Partners Inc., in its
capacity as the Company’s Chief Restructuring Officer (the “CRO”), under
the supervision of, and with the assistance of, the Monitor (the “Stay
Extension and SIP Approval Order”).
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4. On May 17, 2013, the US Court made a final Order recognizing the CCAA
proceedings as a foreign main proceeding.

5. On July 12, 2013, the Court made an Order, among other things, adding
MLHL Marketing Inc. and MLHL Marketing LP to the CCAA proceedings.

6. The Shotgun Fund Limited Partnership III (“Shotgun Fund”), one of the
Company’s primary secured lenders, has provided the Company with a
debtor-in-possession credit facility (“DIP Facility”) in the amount of up to
$1 million, of which $650,000 has been drawn. Shotgun Fund is referred
to herein as the DIP Lender in respect to advances under the DIP Facility.

7. On August 2, 2013, the Court made an Order extending the stay of
proceedings to October 4, 2013.

8. On October 1, 2013, the Company served motion materials seeking an
extension of the stay of proceedings from October 4, 2013 to October 18,
2013. The extension sought at this time is only to October 11, 2013 in
order to allow the Company to negotiate further with a potential
purchaser, as discussed below.

9. The principal purpose of these restructuring proceedings has been to
create a stabilized environment in order to carry out the SIP to solicit
investors, strategic partners or purchasers for the Company’s business
and assets in order to preserve its going-concern value.

1.1 Purposes of this Report

1. The purposes of this report (the “Report”) are to:

a) provide background information about the Company and these
proceedings;

b) provide an update on the SIP;

c) summarize the status of the DIP Facility; and

d) recommend that this Honourable Court make an order granting
the Company’s request for an extension of the stay of proceedings
from October 4, 2013 to October 11, 2013.

1.2 Currency

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



Duff & Phelps Canada Restructuring Inc. Page 3

1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial
information prepared by the Company’s representatives, the Company’s
books and records, discussions with management and discussions with
the Company’s advisors. The Monitor has not performed an audit or other
verification of such information. An examination of the Company’s cash
flows and/or financial forecasts as outlined in the Canadian Institute of
Chartered Accountants Handbook has not been performed. Future
oriented financial information relied upon in this Report is based on the
Company’s assumptions regarding future events. Actual results achieved
may vary from this information and these variations may be material.

2. Based on its review of the cash flows and/or financial forecasts, their
underlying assumptions and discussions with the Company’s
management, the Monitor is of the view that the Projection (as defined
herein) provided in Appendix “A” is reasonable. Any party relying on the
Projection and/or any financial forecasts of the Company is required to
perform its own diligence.

2.0 Background

1. The Company provides integrated direct marketing solution services for
not-for-profit organizations, political organizations and professional
associations.

2. The Company’s core businesses include: tele-fundraising; data
development; direct mail fundraising and outreach; data management;
publishing; social media; secure caging1; and marketing list rental2.

3. Operating under its previous name, Xentel DM Incorporated, IMSG and
its predecessor corporations have been in the North American
telemarketing and fundraising business for more than 25 years.

4. The Company currently operates from fifteen leased premises across
Canada and the US.

5. As at the date of the Initial Order, the Company employed approximately
1,140 individuals, of which 480 individuals were laid off in March, 2013,
prior to the commencement of these proceedings. The Company
currently has more than 700 employees.

1
An industry term for the process or act of collecting donations, processing donor mail and depositing

contributions to customer accounts.
2

The renting of donor lists to third parties in exchange for a fee.
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6. The Company’s business is regulated and requires provincial and/or state
licences and registrations to operate in Canada and the US.

7. The Company services over 300 customers. The terms of these services
are, for the most part, pursuant to contractual arrangements.

8. The Affidavit of Andrew Langhorne, the Company’s Chief Executive
Officer, sworn April 11, 2013, and filed in support of the Company’s
application for CCAA protection, describes, inter alia, the Company’s
background, including the reasons the Company determined it was
necessary to commence these proceedings.

9. Additional information concerning the Company is provided in the report
of D&P as proposed monitor dated April 11, 2013 and the Monitor’s
reports to Court. Materials filed in the CCAA and Chapter 15 proceedings
can be found on the Monitor’s website at:
http://www.duffandphelps.com/intl/en-ca/Pages/RestructuringCases.aspx.

3.0 Sale and Investment Process

1. The SIP is described in the Stay Extension and SIP Approval Order, a
copy of which is provided in Appendix “B”. The SIP has been carried out
by the CRO, under the supervision of, and with the assistance of, the
Monitor.

2. Pursuant to the Stay Extension and SIP Approval Order, the CRO, with
the Monitor’s consent, extended the offer deadline from July 12, 2013 to
July 26, 2013 to accommodate an extension requested by interested
parties to allow them to advance their diligence to the point that they
could submit offers for the business.

3. The Company is currently in discussions with a potential purchaser.
These discussions are well advanced and documentation is substantially
complete. The CRO and the Monitor are working to conclude these
negotiations expeditiously.

4.0 Cash Flow for the Period Ending October 18, 2013

1. The Company prepared a projected cash flow statement for the period
September 21, 2013 to October 18, 2013 (the “Projection”), which is
provided in Appendix “A” together with the Company’s and Monitor’s
reports on the Projection. The Monitor has reviewed the Projection and
believes it to be reasonable, subject to the qualification noted in Section
1.3 above.
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2. The Company prepared the Projection using assumptions similar to the
cash flow filed with the Court on August 2, 2013, which was prepared
following a review of the Company’s revenue and cost structure.

3. The Company is not expected to draw further on the DIP Facility during
the stay extension period.

5.0 DIP Facility

1. The Company and the DIP Lender entered into a DIP Term Sheet dated
April 11, 2013 which provides that the DIP Lender will provide up to
$1 million to the Company under the DIP Facility, of which $650,000 has
been drawn. This amount was advanced on the first day of these
proceedings and the Company has not required use of these funds during
these proceedings, except on brief occasion.

2. The DIP facility was originally set to mature on the earlier of: i) the
occurrence of any Event of Default under the DIP Term Sheet which is
continuing and has not been cured, or ii) August 1, 2013. The DIP facility
was amended and extended pursuant to an Amended and Restated DIP
Term Sheet dated August 1, 2013; it presently has a maturity date of
October 4, 2013.

3. The DIP Lender has advised that it will not require the DIP Facility to be
paid at this time and therefore, an extension of the DIP Facility is not
required at this time.

6.0 Company’s Request for an Extension

1. The Monitor supports the Company’s request for an extension of the stay
of proceedings to October 11, 2013 for the following reasons:

 The Company is acting in good faith and with due diligence;

 The granting of the extension should not prejudice any employee
or creditor, as the Company is projected to have sufficient funds to
pay post-filing services and supplies as contemplated by the
Projection;

 The extension is not opposed by the Company’s primary secured
creditors; and

 An extension will provide the Company an opportunity to consider
further the transaction with the potential purchaser.
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SCHEDULE “A”

LIST OF APPLICANTS

iMarketing Solutions Group Inc.

The Responsive Marketing Group Inc.

GWE Consulting Group (USA) Inc.

Direct Contact Strategies Inc.

Front Line Support Inc.

iMark Events Inc.

RMG General Partner Inc.

Cabot Call Centre Inc.

Engage Interactive Inc.

RMG Smiths Falls LP

RMG Thunder Bay LP

MLHL Marketing Inc.

MLHL Marketing LP

Xentel Inc. (Delaware)

Wellesley Corporation Inc. (Delaware)

US Billing Inc. (Delaware)

American Graphics & Design Inc. (Wisconsin)

Courtesy Health Watch Inc. (Delaware)

Target Outreach Inc. (Nevada)

Engage Funding Inc. (Delaware)
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iMarketing Solutions Group Inc.
Projected Statement of Cash Flows

1

For the Period September 21, 2013 to October 18, 2013

($CAD; Unaudited)

27-Sep 4-Oct 11-Oct 18-Oct Total

Cash Inflows

Collections from Accounts Receivable and Other (2) 711,052 568,898 806,445 827,242 2,913,636

Cash Outflows

Operating Costs (Variable & Fixed) (3) 650,200 807,965 683,766 933,041 3,074,973

Net Cash from Operations 60,852 (239,067) 122,678 (105,800) (161,337)

Restructuring and Other Costs

Professional fees (4) 70,000 88,000 75,000 37,500 270,500

DIP loan legal fees and interest (5) 20,000 10,000 - - 30,000

Total Restructuring and Other Costs 90,000 98,000 75,000 37,500 300,500

Net Cash Flow (29,148) (337,067) 47,678 (143,300) (461,837)

Opening Cash Position (6) 605,134 575,985 238,919 286,597 605,134

Net Cash Flow (29,148) (337,067) 47,678 (143,300) (461,837)

DIP loan advances - - - - -
Closing Cash Position 575,985 238,919 286,597 143,297 143,297

DIP Loan Balance (650,000) (650,000) (650,000) (650,000) (650,000)
Adjusted Closing Cash Position (excluding DIP Loan) (74,015) (411,081) (363,403) (506,703) (506,703)

Forecast For the Weeks Ended



iMarketing Solutions Group Inc.

Notes to Projected Statement of Cash Flows

For the Period September 21, 2013 to October 18, 2013

($CAD, Unaudited)

Purpose and General Assumptions

1. The purpose of the projection is to present the forecast of the cash flow of iMarketing Solutions Group Inc. and its direct and indirect subsidiaries

(collectively, the "Company") for the period September 21, 2013 to October 18, 2013 ("Period") in respect of its proceedings pursuant to the Companies'

Creditors Arrangement Act and Chapter 15 of Title 11 of the United States Code.

The projected cash flow statement has been prepared based on hypothetical and most probable assumptions developed and prepared by the Company.

Hypothetical Assumptions

2. Represents collection of accounts receivable and revenue generated during the Period, net of sales taxes. Collections are based on historical patterns.

Most Probable Assumptions

3. Represents both variable and fixed costs associated with the Company's fundraising, direct mail and direct voter contact businesses. Variable costs

include direct labour and fulfillment costs (printing, postage, courier). Fixed costs include salaries, telecom, insurance, rent and utilities.

4. Represents the projected professional fees related to the restructuring proceedings, including the fees of the Company's Canadian and US legal counsel,

Monitor and its Canadian and US legal counsel and the fees of the Chief Restructuring Officer.

5. Relates to legal fees and interest associated with the DIP loan facility.

6. The opening cash balance reflects the Company's estimated net cash position.
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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”

MONITORS’ REPORT ON CASH FLOW STATEMENT

The attached statement of projected cash-flow of iMarketing Solutions Group Inc.
(the “Company”), as of the 1

st
day October, 2013, consisting of a weekly projected cash flow

statement for the period September 21, 2013, to October 18, 2013 (“Cash Flow”) has been
prepared by the management of the Company for the purpose described in Note 1, using the
probable and hypothetical assumptions set out in Notes 2 to 6.

Our review consisted of inquiries, analytical procedures and discussion related to information
supplied by the management and employees of the Company. Since hypothetical
assumptions need not be supported, our procedures with respect to them were limited to
evaluating whether they were consistent with the purpose of the Cash Flow. We have also
reviewed the support provided by management for the probable assumptions and the
preparation and presentation of the Cash Flow.

Based on our review, nothing has come to our attention that causes us to believe that, in all
material respects:

a) the hypothetical assumptions are not consistent with the purpose of the Cash
Flow;

b) as at the date of this report, the probable assumptions developed by
management are not suitably supported and consistent with the plans of the
Company or do not provide a reasonable basis for the Cash Flow, given the
hypothetical assumptions; or

c) the Cash Flow does not reflect the probable and hypothetical assumptions.

Since the Cash Flow is based on assumptions regarding future events, actual results will vary
from the information presented even if the hypothetical assumptions occur, and the variations
may be material. Accordingly, we express no assurance as to whether the Cash Flow will be
achieved. We express no opinion or other form of assurance with respect to the accuracy of
any financial information presented in this report, or relied upon in preparing this report.
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The Cash Flow has been prepared solely for the purpose described in Note 1 and readers
are cautioned that it may not be appropriate for other purposes.

Dated at Toronto this 1
st

day of October, 2013.

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

Encl.
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