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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”

SIXTH REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.

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

October 22, 2013

1.0 Introduction

1. Pursuant to the Order of the Honourable Mr. Justice Newbould of the
Ontario Superior Court of Justice (Commercial List) (the “Ontario Court”)
made on April 12, 2013 (the “Initial Order”), 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 the 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 Ontario 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 “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 Ontario Court made an Order, among other things,
adding MLHL Marketing Inc. and MLHL Marketing LP to the CCAA
proceedings.

6. Shotgun Fund Limited Partnership III (“Shotgun Fund”) has provided the
Company with a $1 million debtor-in-possession credit facility (“DIP
Facility”), of which $650,000 has been drawn as at the date of this report
(the “Sixth Report”). Shotgun Fund is referred to herein as the DIP
Lender regarding its advances under the DIP Facility.

7. The Ontario Court has made three orders dated August 2, 2013,
October 3, 2013 and October 11, 2013 extending the stay of proceedings.
The stay of proceedings was most recently extended until October 25,
2013.

8. 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.

1.1 Purposes of this Report

1. The purposes of this report are to:

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

b) summarize the results of the SIP;

c) summarize a transaction with IMKT Direct Solutions Corporation
(“IMKT”) and iMarketing Solutions Acquisition, LLC (“iMarketing
Acquisition” and together with IMKT, the “Purchaser”), arm’s-
length entities established to purchase substantially all of the
Company’s business and assets (the “Transaction”) pursuant to
an Asset Purchase Agreement dated October 8, 2013 between
the Company and the Purchaser (the “APA”);

d) report on the Company’s cash flow projection for the period
October 12, 2013 to December 13, 2013 (the “Projection”);

e) summarize the terms upon which the DIP Lender is prepared to
extend the maturity date of the Company’s DIP Facility from
October 25, 2013 to April 10, 2014;

f) report on the extension of the CRO’s engagement by the
Company;
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g) provide an overview of the Company’s activities since July 31,
2013, the date of the Monitor’s third report to Court (the “Third
Report”);

h) provide an overview of the Monitor’s activities since the Third
Report; and

i) recommend that the Ontario Court make an order:

 approving the APA and the Transaction;

 authorizing and directing the Company to execute such
documents and to take such additional steps as are
necessary to give effect to the Transaction and to complete
the sale of the Company’s business and assets to the
Purchaser;

 vesting in the Purchaser, as at the Closing Date, the
Company’s right, title and interest in and to its business
and assets free and clear of all liens, charges, security
interests, and other encumbrances;

 approving the Amended and Restated DIP Term Sheet, as
amended by the Amending Agreement No. 1 and the
Amending Agreement No. 2 (as those terms are defined
below);

 granting the Company’s request for an extension of the
stay of proceedings from October 25, 2013 to
December 13, 2013; and

 approving the Fourth and Fifth Reports of the Monitor,
dated October 2, 2103 and October 9, 2013, respectively,
and the actions and activities of the Monitor described
therein, as well as this Sixth Report, and the activities of
the Monitor described herein.

1.2 Currency

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



Duff & Phelps Canada Restructuring Inc. Page 4

1.3 Restrictions

1. In preparing this Sixth 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 Sixth 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 on 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.

1.4 Defined Terms

1. Capitalized terms not defined in this Sixth Report have the meanings
provided to them in the Initial Order, the APA and/or the TSA (as defined
below).

2.0 Background

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

2. 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.

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

4. 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.

5. The Company’s business is regulated and requires provincial and/or state
licences and registrations to operate in Canada and the US.
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6. The Company provides fundraising and related services to hundreds of
customers. The terms of these services are, for the most part, pursuant
to contractual arrangements.

7. The Affidavit of Andrew Langhorne, the Company’s Chief Executive
Officer (“CEO”), sworn April 11, 2013, and filed in support of the
Company’s initial CCAA application, describes, inter alia, the Company’s
background, including the reasons the Company determined it was
necessary to commence these proceedings.

8. Additional information concerning the Company is provided in the report
of D&P as proposed monitor dated April 11, 2013 and in the Monitor’s
subsequent reports to Court filed in these proceedings. 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 Secured Creditors and Priority Obligations

1. The DIP Lender has advanced $650,000 under the DIP Facility. Pursuant
to the Initial Order, the DIP Lender has a senior ranking charge over all of
the Company’s properties, assets and undertakings.

2. The Company’s secured obligations owing to Canadian Imperial bank of
Commerce (“CIBC”) and Shotgun Fund as at the date of the Initial Order
totalled approximately $5.394 million (before accrued interest), as
detailed below:

Lenders Facility
Amount
($000s)

CIBC Credit Facility 1,894
Shotgun Fund Secured Convertible Note 3,500
Total secured debt, before accrued
and unpaid interest and costs 5,394

3. CIBC has a registered security interest against The Responsive
Marketing Group Inc. (“RMG”), one of IMSG’s wholly-owned subsidiaries,
pursuant to a general security agreement. Certain subsidiaries of RMG
provided unsecured guarantees of RMG’s indebtedness to CIBC.

4. On December 4, 2012, the Company completed a private placement of a
$3.5 million secured convertible promissory note with Shotgun Fund (the
“Secured Convertible Note”). The Secured Convertible Note matures in
December 2015. Shotgun Fund has a registered security interest against
IMSG and certain of IMSG’s subsidiaries, being GWE Consulting Group
(USA) Inc. and Target Outreach Inc., both of which are US entities, on
account of the indebtedness represented by the Secured Convertible
Note.
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5. The Monitor is not aware of any other parties who have a registered
security interest against the Company, other than in respect of equipment
leases and purchase money security interests.

6. At the commencement of the CCAA proceedings, IMSG and certain of its
subsidiaries had potential priority sales and withholding tax obligations
totalling approximately $780,000 and $235,000, respectively. Since then,
CRA has set off certain pre-filing tax refunds against pre-filing obligations
and is proposing to set off certain post-filing tax refunds in the amount of
$91,000 against pre-filing unremitted source deduction obligations.

4.0 Sale and Investment Process

1. The SIP is described in the SIP Approval Order, a copy of which is
provided in Appendix “B”. The SIP was carried out by the CRO, under
the supervision of and with the assistance of the Monitor, and is
summarized below:

 The Company’s management, the CRO, the Monitor and the DIP
Lender compiled a list of parties that were likely to have an
interest in acquiring the business and assets of the Company
(“Interested Parties”);

 55 Interested Parties were contacted by the CRO and Company
representatives – these parties were sent an interest solicitation
letter detailing the opportunity and a confidentiality agreement
(“CA”);

 Upon execution of the CA, Interested Parties were provided a
confidential information memorandum and access to an online
data room containing certain of the Company’s contracts, financial
and other information;

 The SIP referenced a notice to be published in The Globe and
Mail and potentially in a US periodical; however, it was determined
unnecessary to publish these notices given the breadth of the
efforts to canvas the market for potential investors and purchasers
and the low prospect that an investor or buyer would be identified
through placing newspaper advertisements for this opportunity;

 The CRO followed up with Interested Parties that did not respond
to the interest solicitation letter or sign the CA to determine
whether the parties had an interest in this opportunity;

 The CRO and the Monitor facilitated diligence by Interested
Parties by, among other things, arranging meetings with the
Company’s management team and Interested Parties and
providing documents and information to them, as appropriate;
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 The CRO, with the assistance of the Monitor, prepared a template
asset purchase agreement and transition services agreement,
which were posted in the data room. (These documents were
prepared so that potential investors and/or purchasers had a
structure to submit their bids and to allow the CRO and the
Monitor to easily compare bids); and

 Pursuant to the SIP Approval Order, the CRO, with the Monitor’s
consent, extended the offer deadline from July 12, 2013 to
July 26, 2013 (the “Offer Deadline”) to accommodate extension
requests by Interested Parties to allow them to advance their
diligence to the point that they could submit offers for the
business.

4.1 SIP Results

1. The CRO and the Monitor reviewed the offers and expressions of interest
received at the Offer Deadline and determined that the Purchaser’s offer
should be pursued, however, several provisions of the Purchaser’s offer
required clarification and negotiation. Attached hereto as Confidential
Appendix “1” is a copy of the Monitor’s SIP summary setting out the
relevant details of the offers received.

2. The CRO and the Monitor corresponded extensively with the Purchaser
to, among other things, determine whether certain of the financial terms of
its offer could be improved and whether closing risks could be minimized.

3. The Company entered into an exclusivity period with the Purchaser in
order to allow the Purchaser to perform further diligence.

4. The Monitor, the CRO and the Company’s legal counsel worked with the
Purchaser and its legal counsel to finalize the terms of the APA; it was
executed on October 8, 2013.

5. Shotgun Fund and CIBC (and their representatives) were consulted by
the CRO (and the Monitor, where appropriate) regarding the SIP
generally, as well as whether to pursue the offer with the Purchaser.

5.0 Transaction

1. The Purchaser is comprised of two entities, IMKT and iMarketing
Acquisition, established to purchase substantially all of the Company’s
tangible and intangible assets pursuant to the terms of the Transaction.
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2. A summary of the Transaction is provided below and a copy of the APA is
attached as Exhibit “I” to the Affidavit of Andrew Langhorne sworn
October 18, 2013:

 The assets are being sold by the Company with representations
and warranties consistent with a transaction of this nature;

 All but approximately 10% of the purchase price (excluding the
value of any assumed obligations) is to be paid in cash, with the
balance in the form of an unsecured convertible debenture (the
“Debenture”);

 The Purchaser paid a deposit to the Monitor on October 8, 2013,
the date it executed the APA;

 There is an opportunity to increase the purchase price in the event
that the Company achieves certain performance targets between
September 1, 2013 and October 31, 2013;

 The purchase price is to be adjusted upward or downward on a
dollar for dollar basis to the extent that the actual working capital
varies from the target working capital by more than $100,000;

 The Purchaser has agreed to assume the following obligations:

o Transferred Employee Liabilities, which are comprised of
Accrued Vacation Pay (to a maximum of $175,000) and
statutory severance and notice payments (to a maximum
of $1.6 million), damages for wrongful dismissal and all
related costs in respect of the termination by the Purchaser
of Transferred Employees;

o The Company’s liabilities and obligations under any of the
Assumed Contracts; and

o The liabilities discussed in Section 2.06(c) of the APA.

 The only material condition precedent in the APA is the granting
by the Ontario Court of the Approval and Vesting Order on or by
October 25, 2013 and recognition of that order and any related
orders by the US Court on or by November 25, 2013, with closing
of the Transaction to follow shortly after the U.S. Approval and
Vesting Order is obtained.
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5.1 Transitional Services Agreement

1. Pursuant to the terms of the APA, at the Closing of the Transaction, the
Company and the Purchaser are to enter into the TSA, substantially in the
form attached as Schedule “E” to the APA. Pursuant to the TSA, the
Company is to provide certain services to the Purchaser.

2. Pursuant to the TSA:

 The Company is to provide the Services to the Purchaser set out
in Schedule “A” to the TSA for a period of no more than six
months following the Closing Date, unless otherwise agreed in
writing between the Company and the Purchaser. A summary of
the Services include the following:

o The Company is to continue to employ its employees until
such time as the Purchaser elects to hire them or gives
notice to the Company that they will not be offered
employment by the Purchaser;

o After receiving the necessary consents, the Company is to
assign to the Purchaser the Company’s rights, benefits and
interests in those Contracts that the Purchaser wishes to
assume;

o The Company is to continue to occupy the Leased
Premises until the Purchaser has had the opportunity to
take an assignment of the Leases, enter into new leases
with the respective landlords or notify the Company that it
does not wish to acquire or assume a Lease; and

o The Company is to cooperate with the Purchaser to obtain
the licensing, bonding and registrations required by the
Purchaser.

 The Purchaser is to reimburse the Company for all expenses, fees
and other costs paid by the Company in connection with the
Services based on a methodology which is more fully detailed in
the TSA. Ultimately, in the event that the Purchaser breaches its
obligations under the TSA, the Company is not required to
continue to provide services to the Purchaser.
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5.2 Transaction v. Other Options Available to the Company

1. The Company’s primary assets consist of accounts receivable, fixed
assets and intangible assets, including donor lists.

2. Based on the Company’s internal unaudited balance sheet as at
September 30, 2013, the Company’s trade accounts receivable balance
was approximately $2.4 million and the net book value of the fixed assets
was approximately $3.1 million.

3. The Transaction represents the best option for the Applicants’
stakeholders as it provides greater consideration than would be received
by accepting the next best offer received in the SIP or if the business of
the Company was discontinued and its assets realized
upon. Furthermore, the Transaction is likely to provide for the continued
employment of the vast majority of the Applicants’ employees.

4. In the event that a going-concern transaction could not be consummated
and a wind-down of the business was the only remaining alternative,
accounts receivable recoveries would be maximized by winding down
operations over a prolonged period of time so that customers could be
transitioned to new vendors without disruption in customer fundraising
needs. Such a process may be combined with a sale of donor lists to a
new provider of the Company’s services. Due to the risk and uncertainty
of a wind-down process, there is no certainty that funding would be
available for an orderly wind-down process. Without funding, collection of
the accounts receivable could be impaired, and even with it, recoveries
would likely be less than the value provided for in the Transaction. As
well, the fixed assets are primarily comprised of office equipment, office
furniture and computer equipment, which typically generate lower
recoveries in a liquidation or wind-down context than they do in a going-
concern context. Based on the foregoing, the Monitor is of the view that
the Purchase Price set out in the APA exceeds the realizable value of the
Company’s assets should the business be discontinued.

5. The Company and the Monitor also considered other options available to
the Company, including restructuring the Company’s business. A
transaction of this nature would need to consider the Company’s
international, multi-entity corporate structure, as well as the priorities and
security of the secured creditors and potential priority obligations owing to
governmental agencies. Such a process would require agreement
among stakeholders as to various business terms for the restructuring.
CIBC and Shotgun Fund (both as lender and DIP Lender) have
expressed a preference to complete the Transaction with the Purchaser
rather than pursue this option.
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5.3 Recommendation

1. The Monitor recommends that the Court make an order approving the
APA and the Transaction and vesting in the Purchaser all of the
Company’s right, title and interest in and to the Purchased Assets, for the
following reasons:

 The market for potential investors and purchasers was thoroughly
canvassed by the CRO, under the supervision of and with the
assistance of the Monitor;

 The Purchaser submitted the best offer in the SIP as determined
by the CRO and the Monitor;

 The Shotgun Fund and CIBC support completion of the
Transaction, at its present value, and have expressed their
preference for completing the Transaction over the other options
available to the Company, including acceptance of the next best
offer, the orderly discontinuation of the business or a restructuring
of the Company;

 The Purchaser will continue to operate the Company on a going
concern basis, which should preserve employment for the vast
majority of the Company’s employees and provide fundraising
continuity for the Company’s clients and charitable organizations.
The continuation of the business also provides a customer for the
Company’s various vendors;

 The Purchase Price exceeds the value of the Company’s assets in
a liquidation or orderly wind-down process;

 The Transaction is in the best interests of the Company’s
stakeholders; and

 In the Monitor’s view, the marketing process was commercially
reasonable.

6.0 Cash Flow for the Period Ending December 13, 2013

1. The Company prepared the Projection and its report on the cash flow
statement (“Management Cash Flow Report”). The Management Cash Flow
Report is provided in Appendix “C”. The Monitor has reviewed the Projection
and believes it to be reasonable, subject to the qualification noted in
Section 1.3 above. The Monitor’s report on cash flow is attached as
Appendix “D”.

2. The Company prepared the Projection using assumptions similar to the prior
cash flow projections filed in these proceedings.
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7.0 Extension of the CRO’s Term of Appointment

1. Pursuant to the Initial Order, the CRO was appointed as the chief
restructuring officer of the Company in accordance with the terms of a CRO
agreement dated April 11, 2013.

2. Pursuant to the SIP Approval Order, an amended CRO agreement dated
May 2, 2013 (“Amended CRO Agreement’) was approved.

3. On October 17, 2013, the Company and the CRO agreed to extend the
period of the CRO’s appointment in accordance with the terms of the
Amended CRO Agreement until the earlier of: (i) the closing of the
Transaction; (ii) the appointment of a trustee in bankruptcy of the Company
and the discharge of the Monitor; and (iii) December 31, 2013. The
October 17, 2013 agreement between the Company and the CRO is attached
as Appendix “E”.

4. The Monitor believes that extending the CRO’s mandate is of substantial
assistance to the successful completion of these proceedings given the
CRO’s extensive involvement negotiating with the Purchaser, its knowledge
of the Transaction and its knowledge of the business. The continued
involvement of the CRO will reduce professional costs as certain of the
activities being performed by the CRO would otherwise need to be performed
by the Monitor, but at greater cost.

8.0 DIP Facility Extension

1. The Company and the DIP Lender entered into a DIP Term Sheet dated
April 11, 2013 (attached as Appendix “F”) which provides that the DIP Lender
will provide up to $1 million to the Company under the DIP Facility; $650,000
has been drawn on the DIP Facility. This amount was advanced on the first
day of these proceedings and the Company has only required use of these
funds on brief occasions.

2. The DIP Term Sheet provided for a $100,000 fee and an annualized interest
rate of 5%, compounded monthly, on the outstanding balance. The interest
rate is below market for a DIP facility.

3. Pursuant to the DIP Term Sheet, the DIP Facility matured 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 “Maturity Date”).
The Maturity Date could be extended with the prior written consent of the DIP
Lender for such period and on such terms and conditions as the DIP Lender
and the Company agreed.
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8.1 Amended and Restated DIP Term Sheet

1. Pursuant to an Amended and Restated DIP Term Sheet dated August 1,
2013 (“the Amended and Restated DIP Term Sheet”), attached as Appendix
“G”, the DIP Lender and the Company agreed to extend the Maturity Date to
October 4, 2013.

2. The Monitor’s Third Report dated July 31, 2013 summarized the key terms of
the Amended and Restated DIP Term Sheet, which included:

 a $100,000 extension fee, payable at maturity;

 an additional $50,000 fee if the Company did not enter into an asset
purchase agreement by September 15, 2013 (“APA Fee”); and

 an additional $50,000 fee if the Company did not complete a
transaction pursuant to the SIP by October 4, 2013 (together with the
APA Fee, the “Milestone Payments”).

8.2 Amending Agreement No. 1

1. As reported in the Monitor’s Fifth Report, after the DIP Facility matured on
October 4, 2013, the DIP Lender and the Company agreed to a second
extension of the Maturity Date, to October 25, 2013, pursuant to an
amendment to the Amended and Restated DIP Term Sheet (the Amending
Agreement No. 1”, attached as Appendix “H”). The Amended and Restated
DIP Term Sheet and the Amending Agreement No. 1 are referred to as the
“Amended DIP Facility”.

2. The Amending Agreement No. 1 provided for a $25,000 extension fee.

8.3 Second Amending Agreement

1. The Company requires the DIP Facility to continue while it remains in these
CCAA proceedings. Accordingly, the Company requested, and the DIP
Lender agreed, to a third extension of the Maturity Date, to April 10, 2014, in
a further amendment to the Amended and Restated DIP Term Sheet (the
“Amending Agreement No. 2”, attached as Appendix “I”).

2. The Amending Agreement No. 2 provides for an extension fee of $35,000
and becomes effective upon approval by the Ontario Court of the Amended
and Restated DIP Term Sheet, as amended by the Amending Agreement No.
1 and the Amending Agreement No. 2.
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3. In the context of the negotiations of the Amending Agreement No. 2,
discussions took place amongst the Monitor, the Company, the DIP Lender
and counsel to the effect that, if the Amended DIP Facility matured on the
Maturity Date under the Amended DIP Facility on either October 4, 2013 or
October 25, 2013, the terms of the DIP Facility would have required the
Company to pay the DIP Lender a rate of interest which exceeds the
maximum rate of interest allowed under section 347 of the Canadian Criminal
Code (the “s. 347 Rate”). Under the Amending Agreement No. 2, if the DIP
Facility matures on the new Maturity Date, the interest rate charged is below
the s. 347 Rate.

4. If an Event of Default (as that term is defined in the Amended and Restated
DIP Term Sheet, as amended by the Amending Agreement No. 2) were to
occur and the DIP Facility and the extension fees were required to be repaid
before April 10, 2014, it is theoretically possible that the aggregate of the
interest and extension fees due and payable on the earlier date would exceed
the s. 347 Rate.

5. As an additional mechanism to ensure that the s. 347 Rate is not paid or
payable, the Amending Agreement No. 2 provides that in no event shall the
aggregate interest, as defined in the section 347 of the Criminal Code,
payable under the DIP Facility exceed the maximum effective annual rate of
interest permitted under that section and any amount that could be in excess
of the s. 347 Rate is to be refunded to the Company.

6. The Monitor is of the view that the Amending Agreement No. 2 is reasonable
and appropriate in the circumstances and that the fees being sought by the
DIP Lender are not “off market”. The cost, time and involvement of the DIP
Lender are significant notwithstanding the amount of the DIP Facility.

7. An extension of the DIP Facility is in the best interests of the Company and
its stakeholders. A discontinuation of these proceedings would result in an
inferior economic result when compared to the Transaction, as well as the
loss of several hundred jobs.

8. For these reasons, the Monitor supports the Company’s request for the
Ontario Court to approve the Amended and Restated DIP Term Sheet, as
amended by the Amending Agreement No. 1 and the Amending Agreement
No. 2.
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9.0 Company’s Request for an Extension

1. The Monitor supports the Company’s request for an extension of the Stay
Period to December 13, 2013 for the following reasons:

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

 The granting of the extension is necessary to allow the Company
to complete the Transaction, which is in the interest of all
stakeholders with an economic interest in the Transaction, as well
as employees, customers and vendors (going forward);

 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; and

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

10.0 Company’s Activities

1. A summary of the Company’s activities since the date of the Third Report
include:

 Corresponding with customers regarding contracts with the Company;

 Corresponding with CRA regarding the Company’s sales tax
accounts;

 Meeting with and reporting weekly to the DIP Lender pursuant to the
terms of the DIP Term Sheet;

 Corresponding with and reporting to CIBC pursuant to the terms of the
CIBC Agreement and in connection with the SIP;

 Executing the SIP;

 Entering into an exclusivity agreement with the Purchaser;

 Corresponding extensively with the Purchaser regarding its diligence
and providing it with the requested documentation;

 Corresponding extensively with the DIP Lender regarding the
Transaction;

 Arranging for the return of leased equipment to lessors;
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 Arranging to test the first phase of a new technology program to be
rolled out to the Company’s call centres;

 Providing updates to the Company’s employees;

 Preparing monthly internal financial statements;

 Preparing the Projection;

 Continuing to review and implement cost-cutting opportunities; and

 Reporting receipts and disbursements.

11.0 Overview of the Monitor’s Activities

1. Since the date of the Third Report, the Monitor’s activities have included:

 Meeting and corresponding extensively with the CRO regarding the
SIP;

 Reviewing offers received pursuant to the SIP;

 Corresponding with the CRO regarding online data room access;

 Corresponding extensively with the CRO regarding the offers received
pursuant to the SIP and other options available to the Company;

 Meeting and corresponding with the DIP Lender regarding the offers
received pursuant to the SIP;

 Corresponding with counsel to CIBC regarding the SIP;

 Reviewing and commenting on the letter of intent from the Purchaser,
and corresponding with the CRO, the DIP Lender and the Purchaser
with respect thereof;

 Corresponding with the Purchaser;

 Reviewing the Company’s reporting to CIBC and discussing same
with the CRO;

 Corresponding with Miller Thomson LLP to obtain an opinion on the
Canadian security granted by the Company to CIBC and Shotgun
Fund;
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 Corresponding with Miller Nash LLP, Manatt, Phelps & Phillips LLP
and Fennemore Craig, P.C. to obtain opinions on the U.S. security
granted by the Company to Shotgun Fund;

 Reviewing and commenting on multiple versions of the APA, TSA and
the Debenture;

 Reviewing and commenting on Court materials in connection with the
stay extension motions on October 3, 2013 and October 11, 2013;

 Preparing reports to Court dated October 2, 2013 and October 9,
2013 in connection with stay extension motions;

 Corresponding extensively with the DIP Lender regarding the
Transaction;

 Corresponding with the Company regarding certain customer
contracts;

 Corresponding with the CRO regarding the testing of a new
technology program to be rolled out to the Company’s call centres;

 Reviewing an update notice provided by the Company’s CEO to the
Company’s employees;

 Dealing with issues related to certain former employees of the
Company who may be competing with the Company;

 Monitoring the Company’s receipts and disbursements;

 Assisting the Company to prepare its weekly reporting to the DIP
Lender, including its weekly variance analysis and rolling cash flow
projection;

 Attending meetings with the DIP Lender;

 Reviewing the Company’s internal financial statements for July and
August, 2013;

 Corresponding with CRA;

 Reviewing the Projection and corresponding with the Company
regarding same;

 Corresponding extensively with the Company and its legal counsel;


































































































































































































