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Court File No. 31-452496
ONTARIO

SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE PROPOSAL OF
RETROCOM GROWTH FUND INC. PURSUANT
TO THE BANKRUPTCY AND INSOLVENCY ACT (CANADA)

NOTICE OF MOTION

Retrocom Growth Fund Inc. ("Retrocom") will make a motion to a judge of the Superior
Court of Justice — Commercial List, on Wednesday, August 30, 2006 (standby) at 10:00 a.m., or

as soon after that time as the motion can be heard, at 393 University Avenue, Toronto, Ontario.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR:

1. An Order, if necessary, abridging the time for service of the Notice of Motion and Motion ‘
Record, validating the service of such motion material and dispensing with service of

such motion material on any interested parties not served.

2. An Order extending the time for Retrocom to file a proposal for 45 days pursuant to

subsection 50.4(9) of the Bankruptcy and Insolvency Act (Canada).

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



THE GROUNDS FOR THIS MOTION ARE:

Retrocom is insolvent and unable to meet its liabilities as they become due.

On August 1, 2006, Retrocom filed a notice of intention to make a proposal under section
50.4(1) of the Bankruptcy and Insolvency Act (Canada) naming RSM Richter Inc.

("Richter") as the proposal trustee (the "Trustee™).

Two of Retrocom’s real estate properties are subject to purchase and sale agreements
scheduled to close in September, 2006. A bankruptcy at this time could have negative

implications for those sales.

Retrocom continues to examine restructuring initiatives, including potential merger
transactions. Any such transaction will require a successful culmination of these

proceedings.
Retrocom has acted and is acting in good faith and with due diligence.

If Retrocom is granted an extension to make a proposal, Retrocom is hopeful that it will
be able to make a viable proposal to its creditors within the extension period being

sought.
No group of creditors will be materially prejudiced by the requested extension.
Subsection 50.4(9) of the Bankruptcy and Insolvency Act (Canada).

Rules 1.04, 2.03, 3.02 and 37 of the Rules of Civil Procedure.

o
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10.  Such further and other grounds as counsel may advise and this Honourable Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion:

1. The affidavit of Robert R. Blakely, sworn August 24, 2006 and the exhibits attached

thereto;

2. The First Report of Richter as Trustee dated August 24, 2006; and

3. Such further and other material as counsel may advise and this Honourable Court may

permit.

August 25, 2006

BENNETT JONES LLP
One First Canadian Place

Suite 3400, P.O. Box 130

Toronto, ON M5X 1A4

Rick Orzy (LSUC # 23181I)
Tel: 416.777.5737 -

Robyn M. Ryan Bell (LSUC # 28345F)
Tel: 416.777.4874
Fax: 416.863.1716

Solicitors for the Moving Party, Retrocom
Growth Fund Inc.
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Court File No. 31452496

ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE PROPOSAL OF
RETROCOM GROWTH FUND INC. PURSUANT
TO THE BANKRUPTCY AND INSOLVENCY ACT (CANADA)

AFFIDAVIT OF ROBERT K. BLAKELY
(Sworn August 25, 2006)
1, Robert R. Blakely, of the City of St. Albett, in the Province of Alberta, MAKE OATH

AND SAY:

1. I have been a member of the board of directors (the "Board") of Retrocom Growth Fund
Inc. ("Retrocom”) since September 2001, and have been the Chaiiman of the Board since
Febroary 2006, As such, I have knowledge of the matters set forth below. Where I have
obtained information from third parties, I state the source of that information and believe it to be

true.

2, This affidavit is filed in support of a motion for an extension of thé. time by Retrocom to
file a propasal pursnent to subsection 50.4(5) of the Bankruptey and Insolvency Act (Canada)
(the "BIA").

3, Retrocom is & corporstion amalgamated under the laws of Canada. Retrocom is
registered as a labour-sponsored investment fund corporation under the Comemunity Small

Business Investments Funds Act (Ontario) and a labour-sponsored venture capital corporation
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under the Income Tax Act (Canadn) and is a prescribed labour-spomsored venture capital

corporation by regulation under the New Brunswick Income Tax Act,
4.  Retrocomis insolvent and unable to meet its liabilities as they come due,

5, On August 1, 2006, Reirocom filed a notice of intention under section 50 of the BIA (the
"NOI") to file a proposal, naming RSM Richter Inc. as the proposal tustes (the “Trustes™).

Attached as Exhibit "A" to my affidavit is a copy of the certificate of filing with attathments,

6. As stated in Note 1 to the Trustee’s report on Cash-Flow Staternent dated Aungust 1, 2006,

attached to the NOL, the underlying assumption of the projection ie that "the Fund will attempt to

realize on its remaining investments via a sale process. The investments will be closely

monitored to ensure that further deterioration does not accor.”

7. A copy of the Trustee’s First Repoit as proposal trustee on the within motion for an
extension of time to file a proposal is attached as Exhibit "B" to my affidavit. An updated

pmjected statement of cach flow is attached as an exhibit to the Trustes's First Report.

& Two of Retrocom's real estate properties are subject to purchase and sale 'a,greemumts, '

scheduled to closc in September, 2006. T am concerned that a bankrupicy at this fime could have
negative implications for those sales. Tn addition, Retrocom continues to examine restructuring
initiatives, including potential merger transactions as set out in the Trustes’s Report, Any such
transactions almost certainly will be rendeted onlikely to succesd by bankruptcy and will, in fact,

require a successful culmination of these procesdings.

Lo
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E,é.mu-. ~Vapeeuver, in the Province of Briish”)
{fcl-ﬁ&bm,ﬂus 25th day of Augnst, 2006 @

9. 1 believe therefore that it is important to continue these procesdings in order to give

Retrocom & sufficient opportunity to determine whether additional value can be obtained for the

creditors by way of such a trangaction.
10.  Retrocom has acted and is acting in good faith and with due diligence.

11. Retrocom requires an extension of time to file its proposal in order to complete the
transactions subject to purchase and sale agreements and to permit continued examination of
possible merger transactions. If Retrocom is granted the extension, I am hopeful that Retrocom

will be able to make a vigble proposal to its creditors within the extension period being songht,

12.  If this Honourable Court does not grant an extension to file a proposal, then Retrocom
will be a bankrupt and the unsecured creditors-are likely to incur substantial loses on their

clairos, which loses could be significantly reduced with a successful proposal.

SWORN BEFORE ME at the City of )

Robert R.

Yoar Mo Qs
P A PO

. FIELD

f
St e et M S N s
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THIS IS EXHIBIT "A" REFERRED TO IN THE
AFFIDAVIT OF ROBERT R. BLAKELY
SWORN THE 25 DAY OF AUGUST, 2006
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£ " A Notary Public

& - MICAH J. FIELD
- Barrister & Solicitor
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i . Bumau du surintendant
e B - R e S ECTaMItES Caacds .
#lnd:gﬁ?a:’ada g’?mnc‘:n'ada g
pistrict of -ONTARIO : S
Division No. 08 -Toronto L
Court No. 31-452498 _ . . ' o '
Estate No. 31-452496 N - ©

In the Matter of the Not:l.ce of Int:e.nta.on
to make -a proposal ofs’

RETROCOM GROWTH FUND IN_C.
Insolvent Peraon s

RSM RICHTER INC
. . Trustes

pate of the Notice of Intentioni August 1, 2008 - et

CERTIFICATE OF FILING OF A NOTICE OF I_'N'I'ENTION 'I.'O m A PROPOEM. ."‘, C
. Subsect:.on 50.4(1) b . RED

Saw ol

’ .
N o
’ ! ’ [ .

I, the underugned, 0f£1cia1 Receiver in and for t‘:u.s bank.ruptcy dz_strlct ao o

" hereby certify that the zforenamed ineclvent perason £iled a Notice.of Intention
£o Make s Proposal under pubsection 50.4 (1) of the Ban]cmptcy and Insnlvency !
Aot .

Purouant to subsection €9 (1) of the Act, all proceedings against t'.he aforenamd
ingolvent person are etayad as of the date of filing.of the Notlce of
Intention- .

ol AL

ANDY THADAN! dfficial Receiver

25 St. Clair Avenue Ezst, 6th fioor, Torontn, ONTARIO, M4T 1M2, 416/973-6436

Canads
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. Aug-01-08  4:10ma  Frow-RSH RICHTER INC. ) 4160828200 880 F.003/005 F-210
——— Masfm&wﬁm ._zazn—zsng&.&b SO - 17 NI 129 : Y
FOBM 93
Huuneofinwnﬁmtnﬁah:armpoml
[Subsection 504031

It TEIE MATTER OF THE PROPOSAL OF RETROCOM SROWTH FUND
]NC-,DFTHEI’II‘E’OFWKUNTO YN THE FROVINCE OF OXNTARIC

TAKE NOTICE THAT:
oL . RETROCOM GROWTH FUND INC., 20 insolvent petson, prrenant to sibsection. -

- 50.4(1) of the Banlauptey mdmsalumy.mt,mtsmhmmakeapmpaﬂmrm
creditors. .

2 mmnm of 206 King Sixect West, Stmnuuu, Toromto, O
" Ticensed trngtes, has covserted to act 2g hustes fhepmpoaalanda wpyof'&m
congant is atmntwdhm-em.

3 Alhtdthamﬁofﬁehmmm&mammbnthWOrm
and'lheammmtsofthmrdmms:ssﬂnnhsd.

4 Pritstart fy Saction 69 ofthe Bankrupicy and
| against Retrocom Crowth Fund Tor. are stmyed as of the ta:rfﬁhngﬁﬁsnuhmm

the Officia) Recejver in. its locality.
DAXED 2 Toronto, Ontaxio this 1 day af Jrily, 2006

FilingDares (Feeq /3 2006

OFFICIAY. RECEIVER.



CERTIFIED COPY OF A RESOLTTION OF THE DIRECTORS OF
o RETROCOM GROWTH FUND INC. S
© ~SYHEREAS the Corpoyaticn is nsolvent and §5 ap Jomger sble to meet its obligations
mmmwdumﬁrmmﬁmbemmmwem&mmm
that it file & Notice of Tntention to Make & Proposal purstast to the. Bankruprcy and Insolvency
BEI1T RESOLVED THAT: _ A
‘The Comporation le & Notice of Itfefition t Mske a Proposl and much’ ancillary
documentation hercto as oy be o become necessary, with REM Richier Ine. a5 Tristee

* theremder, to fils, iff appropoiats for an axteasion and o file, if eppropiiate; a Proposal to

the creditors of the Corporation and for all the foregoing purposes doey herehy authofize

Robert Blakely or such-ofher pemson a8 he miay direet to sign a¥t documents necessaty 10°
" give effect to the fiwegodng, all in accordeuce with amangements 1, be: findtized by

mmymmmnmnmmmmmm'wmg c

1, Robsst Blakely, Dicsictor of the Corporation, do herelsy certify that this Sorégding resobifion s .

an entrast fom fhe minmtes of 8 meeting of the boartd of directows of the Corporation, at widch I

acted 4 Chairman of the meefing, held om Joly 26 2006, which resolution was psisséd at such
" mecting and remsits in full fxos and effect, utamended agof the datehereof. - -

DATED s 22" day of July, 2006,
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Y (EE MATTER OF THE PROPOSAL OF RETROCOM GROWTH FUND
INC., OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO

CONSENT

RSM RICHTER ING. herehy consgnts to act as Trustes under the Notice of Intention.
to Make & Proposal and/or Propesal to be fled by Retroeom Growth Fund Ine. .

DATED at Toronte, Ontario this 26th day of July, 2006,
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RSM Richter

RSK Rithter iz, ,
| 700 Keg SLW., PO Boxds -
Tommo, ON WSH 3T .

Tek S1E5SZA00E Reoc 4169082 K20

August 1, 2006

) “Trustee’s Report on Cash-flow Statement
(Paragraphs 50(6)(b) and 50.4(=)(E) of the Act) .

The attached statement of projected cash flow of Retrocom Growth Fund e, as of the 12 day
0006, congisting of a Casli Flow Statement for the period Angust 1, 2006 toNavembet

3, 2006, has been prepared by the management of the ingolvent person for the prrpose .

deseribed in Note 1, using the probable and hypothetical assumptions set out n Notes 2 to 8.

Our review consisted of inguirien, enalytical procedures and dJscuﬁionrehuedtomfurmam )
supplied to us by the management of the insofvent person. Since hypothetical assumptions neéd

not be supported, our procedures with respect to them were limited to evaluating whether they.

were consisteat with the purpose of the projection. We have also reviewed the support, provided
by management for the probable assuroptions and the Preparation and presentation.of the:
projection. : . : . S

Based on our review, nothing has come to our attention that canses ns to believe that; in all

material respects: o L R

(=) thehmoth&ﬁtalassﬁmpﬁmsarenu{msiémtwitﬁﬂmmrpnﬁé'oﬁhﬁ o
Drojection; - ' ' .

(b) esatthe date of this report, the probzble asstmptions developed by managefuent
are not suitably supported and consistentwith the plans of the insolvent person
ar do not provide 2 reasonable basis for the projechon, given the hypothetical

* assumpHons; o Lo -
© rheyrmecuan does ot reflect the probable and hypothetical assidptions.
Since the projenﬁnn is based on asswunpions rcgmdiﬁg future events, actual rtmults'wﬂl vary
' from the information presented even it the hypothetical assomptions oceux, and the variztioos
rmay be material. Accordingly, we eXpress nO ASSITANCE 45 ta whether the prajection will ba
achieved. : ) :

2 Richbe 18 37 indemanitat mmbset it ot RSM Internationdl,
an shifltion of idanmdonl Grrountivy and pratensiohal frma.
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,ihepcnjecﬁmhnsbéen prepared solely for ﬂ:t'eptn:pose described in Note 1 and readers are
. cautioned that it may. ot be approprite for other purposes. '

. Dated this 1* clay of Angust, zoas,

B BT C. -
IN ITS CAPACITY AS PROPOSAL TRUSTEE OF

L RETROCOM GROWTH FUNDINC.
- mmmmmmsommm




Stxtement of Cash Flow .
: 3, 2008

Profested
mmm&m;mw@xmu
. Tnsndited
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PENING CASH BALANCE
NET CaSH FLOW
ENDING CASH BALANCE
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THIS IS EXHIBIT "B" REFERRED TO IN THE
Tl AFFIDAVIT OF ROBERT R. BLAKELY
AR SWORN THE 25™ DAY OF AUGUST, 2006

i~
i A Notary Public

AH 5 FIELD

Barfister & Solicitor
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RSM Richter L

First Report of RSM Richter Inc.
In its capacity as the Proposal Trustee
Re: Retrocom Growth Fund Inc.

RSM Richter Inc.
Toroniy, August 24, 2008

RSM Richter I8 en tdepandent mamber finh of RSM Intemationsl,
an affiiaiio of ndepandant accounting and consulling fims.



Court File No, 31-452496

ONTARIO ,
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF
PROPOSAL OF
RETROCOM GROWTH FUND INC.

FIRST REPORT OF
RSM RICHTER INC.
AS PROPOSAL TRUSTEE

AUGUST 24, 2006

1. INTRODUCTION
This report is filed by RSM Richter Inc, (*Richter”) in its capacity as Proposal Trustee

\

("Trustee®) of Retrocom Growth Fund Ine. (the “Company”), pursuant to a Notice of Intention
to Make a Proposal (“NOT”) filed by the Company with the Ontario Superior Court of Justice

(the “Court”) on Angust 1, 2006 (“Filing Date”) under the Benkruptey and Insolvency Act.

11 Purpose ofﬁis Repori

This report is filed in support of the Company’s motion for an extension of the time required to
file its proposal to October 16, 2006. This report outlines the background information of the
Company, the activities of the Company sinee the Filing Date and the anticipated transactions of

the Company,

ASM Richier is &h Mispendart Mextiter fim of ESA rtemations),
An affration of indepandant accatnling and consulting firms.
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2.  BACKGROUND OF THE COMPANY

The Company was established to invest in small and medium-sized companies involved in
innovative building technologies and construction and real estate development. The Company
is amalgamated under the laws of Canada and is registered as a labour-gponsored investment
fund corporation under the Cormunity Small Business Investment Funds Act (Ontario), and ag

a Jabour-sponsored venture eapital corporation undet the Income Tax Act (Canada).

1 lieu of biring its own employees, the Company has relied on third parties to manage its
affairs. As such, the Company previously entered into a mana‘gemenf agreement with Retrocom
Investment Management Inc. (the “Manager” or “RIMI”), under which the Manager was
engaged to manage the Company and to provide, among other things, investment and project

advisory services and monitoring and promotional services to the Company,

3.  ACTIVITIES OF THE COMPANY SINCE THE FILING DATE

Since the Filing Date, the Cornpany has worked towards realizing on its various investments.
Efforts have been made to secure purchasers for the Company’s real estate interests. The
Company has also been in fhe process of updating its records to determine the quantum of its
non-capital tax losses and to restore the operating status of one of its wholly-owned subsidiaries

to facilitate the sale of one of its real estate interests,

4, PENDING REAL ESTATE DISPOSITIONS

The Company has negotiated thie sale of two of its real estate interests, the sales of which are
scheduled to close in late Septemnber, 2006,

The fizst property in question, owned by Newton Building Corporation (a wholly-owned
subsidiary of the Company), is located in Midland, Ontario. An agreement of purchase and sale

has been executed with a purchase price of $1,900,000. The closing has been delayed as a restilt
RSM Richter
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of corporate filings that n;aed to be made with respect to the subsidiary company. The process of
updating the financial statements is underway, after which the tax returns will be filed and the
subsidiary company’s status as an operating company will be reinstated with the appropriate
regulatory authority, The purchaser and the Company have previously agreed to exiend the
closing to the end of September, 2006. The net proceeds from the sale would be paid to the

mortgagee.

The second property, which is owned by a wholly-owned subsidiary jointly with another party, is
a mall located in Be]le.fvﬂle;Ontario. An ggreement of purchase and sale has been exectubed with
a purchase price of $13,300,000. The cloging of the sale is scheduled to take place at the end of
September, 2006, after the purchaser’s due diligence proceedings are completed. Upon
completion of this sale, the Company expects to receive approximately $1 million, after
discharging encumbrances on the Property.

The Company’s board of directors (“Board”) have approved the above two sales. Priorto the
Filing Date, Ricﬂtar acted as financial advisor to the Board and in that capacity, conetirred with
the Board’s decizion.

Negotiations for the sale of two additional real estate interests are ongoing. It is anticipated that
these sales may close during November, 2006, The first property is the Bowling Palace of
Cornwall (“Cornwall”). A Letter of Intent to Purchase the Cornwall property has heen, submitted
and approved by the Cormpany’s Board of Directors. The second property in question is located
at 220 Dundurn Siveet South, Hamilton, Ontario, Two offers have been received for this

property and the Company is siill in the process of anslysing each of the offers.

RSM Richter
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5. TAXLOSSES .
During the time immedistely preceding the Filing Date and since that time, the Trustee has held
several discossions with six parties that have expressed interest in acquiring the Company’s
remaining investments and tax loxses via a merger or amalgamation with the Company.
Discugsions are ongoing with these parties and it is believed that disenssiong will continne past
Augnst 31, 2006. An assignment in banlouptey may negatively impact the progress of
negotiations with these interested parties. In addition, RIMI has provided to us an analysis of
the Compary’s tax logses. The analysis shows that the Company has approximately $63 million
in accumulated non~capital tax losses. These losses are scheduled to expire in the years 2010 o
2014 with 82% of the losses to expire in the year 2014. Ifth‘e Company is able to realize value
with respect to the tax losses, that is likely to be a significant portion of value ultimately
gvailable to creditors; the realization of such value would likely depend upon & succ;assful

proposal being made.

6. CASH FLOW
The Company has updated its projected ecash flow to November 3, 2006 1o colncide with the
motion for an extension. The updated cash flow is attached as Exhibit “A”.

7.  CONCLUSION AND RECOMMENDATION

The Company is acting in good faith and with due diligence in taking steps to reorganize and put
together a viable proposal to its creditors. Itis the Trustee's view that an extension will not
adversely affect any group of ereditors.

RSM Richter
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Arcordingly, the Trustee supports the Compeany’s motion for an extension of the time required

1o file its proposal.

All of which is respectiully submitted,

BT L2 MR

RSM RICHTER INC.

IN ITS CAPACTTY AS FROPOSAL TRUSTEE OF
RETROCOM GROWTH FUND INC.

AND NOT IN ITS PERSONAL CAPACITY

RSM Richter

L

L]



EXHIBIT
e A! 1 |



Exhibit "A"

Retrocom Growth Fand Tne.
Projected Statement of Cash Flow
For the Period August 21, 2006 through November 3, 2006
TUnandited
($)
Notes . Amount

CASH INFLOWS .

Retroecom Mid-Market REIT share sale 2 1,650,000

" Retrocom Mid-Market REIT distribution 3 14,000

Sale of real estafe interests - 4 335822500
TOTAL CASH INFLOWS 5,246,500 .
CASH OUTFLOWS

Interest payments ] 47,500

Secured debt repayment é 2,817,500

Professional fees - timstes 7 275,000

Professional fees - legal vi 400,000

Miscellaneons 8 6,000
TOTAL CASH OUTFLOWS 3:346,000
NET CASH FLOW 1,900,500
OPENING CASH BALANCE 9 785,100
NET CASH FLOW 1,000,500
ENDING CASH BALANCE 236825600

The zhove financisl projections are based on manspement's assumptions detailed in Exhibit “A-®
The note references correspond to the azssumption numbets shown in Exhihit *A-1"

RETROCOM GROWTH FUND INC. RSM RICHTER. INC.
"Robert Blakely” . “Robert Harlang”

Per ) Per '

_August 24, 2006 . Anguoat 24, 2006

Date Date



Brebvibit “A-1"
Retroeom Growth Fund Ine
Notes i Projected Statement of Cash Flow
For the Period August 21, 2006 throngh Nevember g, 2006
Una&%:ted

1. The purpose of the projection is to present a forecast of the cash flow of ‘Retrocom Growth Fund Ine. (the "Fund or RGF™) for the period
Angust 21, 2006 to November 2, 2005 (tha "Petiod") in regard iz pmuposalprucssd!ngsund&_r&sﬁmh.qzw omd Ingolverear Act, The
projectsd meh flow reflects the Fund's planned course of action diring the Period. The underlying essummption i that the Fund will attermpt to
realize on its remaining investthants via a sale process, The investments will ba clostly monftored o exvinre that forther deterioration does not.
vecar,

The projected cash Aow statement has been prepared baged on assamptions developed md prepared by the Fand which are notmalty
categorized into two groups:

- Hypothetics] azmumptions; snd
~post probable assnmptions.

fhetiel 3 5

5. The atlg of fhe Retrocom Mid-Market RETT ("RMMILITN") shares is based. on the saemmpdion that the shanss will sell far riet proceeds of
$6.45 per share which ia expected to rerain materinlly consistent through to the time of the sale, :

4. Tncoms distbutions fom RMMR.UN shares are hased on the schaduled sals dites and enrrait innome distribution levels which are
expected to remein materislly sonsishent thiough to thetime of the share gale.

4 Amduutmﬂmthsm;amudsafthasaleanﬁmwwesmmmaﬂes.moiwhuhm subject to puzrchase and sale agrerments,

5. Intrrest payments are estimated based on the schedule of Tepaymenty of securel debt, The dates uf these vepkyrments are subject to miner
chamges based on negotistions betwaan the Fund and the porchazer of the investments,

6. Samddebtvdnhcrepﬁduthzmewds&ﬂmmesahoﬂhemvmmbawmzvnﬂahh.
7. Professional fees in¢lnde the fées of the Propoad] Trustes, and Iegal fora sasocintod with the Fund's festmehoring proceedings.
8. Mircallaneons costs are bused on histeries] resnlte.

9. Approximately $620,000 of the opening cash balance is plediged to support 2 gudrantes and is not available for genersl eprporats
puIposas.

RETROCOM GROWTH FUND INC, REM RICHTER INC.
"Rabert Blekely"_ "Robest Herdang”

Pa Per

Aupast 24, 2006 Augusi 24, 0006

Date Date
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