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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
(Motion Returnable November 29, 2006)

Retrocom Growth Fund Inc. ("Retrocom”) will make a motion to a judge of the Superior
Court of Justice — Commercial List, on Wednesday November 29, 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:

An Order:

1. abridging the time for service of the Notice of Motion and Motion Record; and -

2. extending the time for Retrocom to file a proposal by 45 days to January 15, 2007

pursuant to subsection 50.4(9) of the Bankruptcy and Insolvency Act (Canada).
THE GROUNDS FOR THIS MOTION ARE:

1. 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").

On August 30, 2006, this Honourable Court granted Retrocom an extension of time to file
a proposal pursuant to subsection 50.4(9) of the Bankruptcy and Insolvency Act (Canada)
until October 16, 2006, so that the Trustee and Retrocom could continue to deal with
certain of Retrocom’s assets, including by completing various purchase and sale

agreements and examining options to realize additional value.

On October 13, 2006, this Honourable Court granted Retrocom a further extension of
time to file a proposal until December 1, 2006, so that Retrocom could complete the sale
of its real estate properties and to further its attempts to realize value from its significant

tax losses.

On October 13, 2006, this Honourable Court also appointed the Trustee as limited Interim
Receiver of Retrocom, for the limited purpose of supervising and controlling Retrocofn’s
receipts and disbursements, books, records and documents, and proceeds of sale from
Retrocom’s properties, and associated matters thereto. Retrocom had, until mid-2006,

relied on Retrocom Investment Management Inc. ("RIMI") to manage its affairs.

Retrocom seeks an extension of time to file a proposal to its creditors so that it can
continue towards its goal of realizing maximum value for its creditors through

dispositions of assets in a non-bankruptcy context and through the realization of certain



value that would not be available if Retrocom were bankrupt, particularly in the form of

tax losses.

Retrocom has successfully negotiated the sale of three of its real estate interests, two of
which are scheduled to close in December 2006 and one is scheduled to close in January
2007. A fourth real estate transaction will close in tandem with one of the properties

being sold in December 2006.

Retrocom is also engaged in negotiations with Retrocom REIT with respect to possible
additional asset sales and the settlement of various outstanding issues that could have a

material impact on realization available to creditors.

The ability to accesé value through the sale of Retrocom’s tax losses is central to any
Proposal in this matter. The process of soliciting potentially interested parties and those
parties determining whether they are indeed interested has been time-consuming. The
Trustee has had meetings and/or discussions with six potentially interested parties.
Discussions are still ongoing with one party who has expressed serious interest in
Retrocom’s tax losses. Those discussions are expected to continue beyond December 1,
2006. More recently, further efforts were made to seek potentially interested parties. As
a result, three additional parties have expressed interest. Each expects to be able to

provide a letter on intent prior to December 15, 2006.



10.

11.

12.

13.

14.

15.

16.

It is expected that it will be possible to determine whether a binding agreement for
Retrocom’s tax losses can be negotiated before December 20, 2006, and then to proceed

to finalize such arrangement and to prepare and file a Proposal early in January 2007.
Retrocom has acted and is acting in good faith and with due diligence.

It is in the interests of Retrocom’s creditors that an additional extension be granted in
order to provide the time necessary to attempt to finalize an agreement with one of the
parties interested in acquiring Retrocom’s tax losses and to move to the presentation of a

Proposal to consummate such a transaction to obtain greater value for the creditors.

Efforts to realize value from the remaining assets under the supervision of the Trustee
will continue and there will be no prejudice to the creditors of Retrocom if the requested

extension of time is granted.
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.

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 November 27, 2006 and the exhibits attached

thereto;

2. The Third Report of Richter as Trustee, dated November 27, 2006; and

3. Such further and other material as counsel may advise and this Honourable Court may
permit.
November 27, 2006 BENNETT JONES LLP

One First Canadian Place
Suite 3400, P.O. Box 130
Toronto, ON M5X 1A4

S. Richard 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. 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)

AFFIDAVIT OF ROBERT R. BLAKELY
(Sworn November 27, 2006)
1, Robert R. Blakely, of the City of $t. Albert, in the Province of Alberts, 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 Chairman of the Board since
February 2006. As such, T have lmcrwicdge of the matters set forth below. Where I have
obtained information from third parties, I state the sowrce of that information and believe it to be

irae.

2. This affidavit is filed in support of 2 motion for an extension of the time by Refrocom to
file a proposal pursuent to subsection 50.4(9) of the Bankruptey and Insolvency Act (Canads)

(the "BIA").

Background
3. Refrocom is a corporation amalgamated under the laws of Canada. Retrocom is
registered as a labour-sponsored imvestment fund corporation under the Communmity Smell

Business Investments Funds Act (Onterio) and a labour-sponsored venture capital corporaton
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under the Income Tax Act (Canada) and is a preseribed lahour-sponsored venture capital

corporation by regulation under the New Brunswick Income Tax Act,
4. Retrocom is insolvent and unable o meet its ligbilities as they become due.

5. On August 1, 2006, Retrocom filed a notice of intention to file a proposal under section
50.4(1) of the BIA, naming RSM Richter Inc, as the proposal trustee (the “Tristee”). Attached as

Exhibit “A” to my affidavit is a copy of the certificate of filing with attachments.
6. A copy of the Trustee’s Third Report is attached as Exhibit “B” to my affidavit.

7, ' On August 30, 2006, this Honourable Court granted Retrocom an extension of time to file
a proposal pursuant to subsection 50.4(9) of the BI4 until October 16, 2006, so that Retrocom,
with the guidsnce of the Trustee, could continue to deal with certain of its assets, including by
completing various purchase and sale agreements and examining options to realize additional

value, such as potential mergers, sale of the business and the like,

&. On October 1%, 2006, this Honourable Court granted Retrocorn a further extension of
time nntil December 1, 2006 to complete the sale of its Teal estate properties and to further ity
attemnpts at realizing value from its tax losses in order to enable it to formulate a Proposal that

will be of greater benefit to its creditors than a bankroptcy.

9. On October 13, 2006, this Honourable Court also appointed the Trustee as limited
Interim Receiver of Retrocom for the limited purpose of supervising and controlling Retrocom's
receipts and disbursements, books, records and documents, and proceeds of sales fom
Retrocom’s properties and other assets, and associated matters thereto, Retrocom had, until mid-

2006, relied on Retrocom Investment Management fnc, ("RIMI") to manage its affairs. -
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10.  From the inception of thesc proceedings, the main goal has been to realize value for the
creditors of Retrocom throngh dispositions of assets in a context other than "bankruptcy sales”
and through the tealization of value that would otherwise be unavailsble if Refrocom were
bankrupt. An example of the latter is through tex losses owned by Retrocom — those tax losses
are expected to have significant value to third parties in certain circumstances.

Sale Process

11.  The process of reslizing value from the assets through sales is ongoing and continues to
be monitored closely by the Trustes, Retrocom has succeeded in negotiating the sale of three of
its real estate interests. Two of these sales are scheduled to close in December 2006 and one is

scheduled to ¢lose in January 2007.

12.  The first property is 2 mall in Belleville, Ontario, Title to the property is held by a
wholly-owned subsidiery of Retrocom. Retrocom's interest is part of a co-ownership. The
closing of this transaction has been delayed because Retrocom's former manager, RIMI, allowed
the subsidiary to be dissolved as a result of the non-filing of corporate tax returns,
Unfortunately, that fact came to light only days before the _scheduled closing, Retrocom's
. counse] is taking the necessary steps to have Aiticles of Revival filed and approved. The closing

is now scheduled for December 12, 2006.

13.  The second property is located in Midland, Ontario and is also owned by a wholly-owned
subsidiary of Retrocom, The closing of thiz transaction has also been delayed for the same
_ reason as the Belleville closing — RIMI allowed the subsidiary to he dissolved as a result of the
nbn—ﬁ]ing of corporate tax returns, The Company's former outside connsel attempted to take the

steps necessary to seek revival, but there were problems in that regard. In the interim, other steps
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have been taken which should permit the closing of the transaction to occur in eatly December

2006.

14, The third property is located in Comwall, Ontario. This trensaction was criginally
scheduled to close in early November 2006 provided that the purchaser waived conditions by
October 18, 2006. One condition relating to the tenant’s jease commitment was not satisfied
before closing. The purchaser now has until December 15, 2006 to waive conditions, including
completion of 2 Phase I environmental assessment. ¥ the conditions are waived, the sale is

expected to close early in January 2007.

15. In addition to these three transactions, negotiafions for the disposition of a property
located in Hamilton, Ontario are essentially complete. Tt is anticipated that this transaction will

close in tandem with the Midland property in early December Z006.

16.  Retrocom is also engaged in negotiations with Retrocom REIT (unrelated) with respect to
possible additional asset sales and the setflement of various ovtstanding issues that could have a

material impact on realization available to creditors,

Potential Legal Proceedings
17.  Retrocom has also explored the possibility of commencing proceedings against certain

persons in order to xecover damages and/or repayment of fees that wers not eamed.

18.  To that end, Retrocom’s counsel have prepared potential legal procesdings that may be
commenced, However, no such procecedings have been commenced because pursuing the
litigation would involve significant expenditure of funds, In light of the proposal process in

which Retrocom now finds itself, Retrocom determined that it was notAappropriate to embark on
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a course of action that would use sighificant funds otherwise ayailable to the creditors without
fheir input and direction. Accordingly, Retrocom intends to make that issne/decision part of the

Proposal that it expects to produce to be yoted upon by its creditors.

Attempt to Realize Additional Valwe Through Tax Losses

10.  The ability to access value through the sale of Retrocom tax losses is central to any

Proposal in this matter. Refrocom, with the assistance of the Trustee, has conducted a process by

whicil expressions of interest in acquiring Retrocom’s tax losses have been sought and

information has been provided to a mumber of interested parties. The information a party’
requires to determing its interest in the tx losses is quite extensive and complicated.

Accordingly, the process has been time-consuming.

20.  The Trustee contacted a gignificant number of potential persons that might be interested
in acquiring the tax losses. Most of those potentially inter‘csted parties had been approaéhcd
becanse they had some prior knowledge of Refrocom or because they were thought to be in 2
similar business.

21.  The Trustee has had meetings and/or discussions with six potentially interested parties.
For various reasons, & aumber of them advised that they were not interested in proceeding with
such 'a transaction at this time. However, discussions are still ongoing with one party who has
expressed serious interest in Retrocom's tax losses. These discussions are expected to continue

beyond December 1, 2006.

22.  More recently, further efforts were made on behalf of Retrocom to seck potentially
interested parties from other areas. Those efforts have resulted in expressions of interest from

three additional parties. Fach of thoge parties has advised that it expects to be In a position to
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provide letters of intent prior to December 13, 2006. Each of those parties apparently is known

to be reputable in its community and is aware of the timing constraints invelved in this situation.

23.  The type of transaction that is being propased (although each proposal being discussed
has different permutations) is, in essence, one in which the interested party would inject funds
i.nto Retrocom for purposes of funding the Proposal in two ways: first, an upfront payment for
equity upon closing and second, additional payments tied to Retrocom’s ability after emerging

from the Proposal to reatize value from its existing tax losses in a manner similar to an "earnout”,

24. Ffom the expressions of interest that have been received and based upon the amounts of
available losses as estimated by Management Personnel (as defined in the Trustee’s Third
Report), it would appear that a transaction of this type could yield Retrocom’ creditors
significant additional value, well into the millions of dollars. These funds would not be available

to Retrocom’s creditors in a bankruptcy.

25. 1 believe that it will be possible to determine whether a binding agreement can be
negotiated with one of these parties befare December 20, 2006, and then to proceed to finalize -
such arrangement and to prepare and file a Proposal early in Jannary, 2007. Retrocom
anticipates that any such apreement would deal with realization of value of Rettocom’s
remaining asseis, other than those currently under contract for sale (the more likely scemario), or

that those remaining assets wonld be sold in the interim as was intended.

Extepsion of Time

26. Retrocom has acted and ig acting in good faith and with due diligence.
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27.  1believe that it is in the mm of Retrocom’s m:dito;s for an additional extension to be
granted. An extension would provide the time necessary to atteropt to finalize an agreement with
one of the parties interested in Retrocom's tax losses and to move from there to the presentation
of a Proposal to the creditors in otder to consummate that transaction for purposes of obtaining
greatey value for Retrocom’s creditors, Although there can be no guarantees, 1 believe that there
is a good chance of arranging a transaction along the lines I have described with cne of the

interested parties in order to prepare and file a Proposal within the requested extension.

28. In sny event, since efforts to realize value from the remaining assets under the
sufmision of the Trustee will continue, I believe that there will be no prejudice to the creditors
of Retrocom if the extension being applied for is granted. The Trustee supports Retrocom’s

request for an extension of time to file its Proposal.

SWORN BEFORE ME at the City of ) - - \
Edmonton, in the Province of Alberta, this ) -

27% day of November, 2006 )
' )

L f-_ ) Robert R y
A Notary Publicz )
T~ WIBEHAM A. DUSHENSKX )

.- BLAKFLY & DUSHENSKI
- Bagristers - Solicitoes - Notaries
., 310 Fist Edmonton Place
- % 10665 Jasper Avenue -
Edmonton, Alberta T5J 382
Ph; 425-7200  Wax: 425-7202
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A Notary Public
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A, DUSHENSKI 3

» & DUSHENSKI
Soligitors - Notades
' Edmonton Place
.~ Jasper Avenue
“wom, Alberta TST 389
7200 Fax: 425-7202

WILLIAM A. DUSHENSKI
BLAKELY & DUSHENSKI N
Barristers - Sclisitors - Notardes
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Court File No. 31-452496

ONTARTO
SUPERIOR. COURT OF JUSYICE
COMMERCIAL LIST

IN THE MATTER OF THE
PROPOSAL OF RETROCOM GROWTH FUND INC.
OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO

THIRD REPORT OF
RSM RICHTER INC,
AS PROPQOSAL TRUSTER

November 277, 2006

INTRODUCTION

This report is filed by RSM Richter Inc. {(*Richter”) in its capacity as Proposal Trustee
{*Trugtee”) of Retrocom Growth Fund Ine. (the *Campany” or “RGF™), pursuant to the
Company’s Notice of Intention to Make & Proposal ("NOI”) flled by the Trustee with the Office of
the Superintendent of Bankaiptey on August 1, 2006 (“Filing Date™) unc/ier the Bankruptey and
Insolvency Act ("BIAT). The Company was granted an fnftial extension c;f the time required to
#ile its proposal fo October 18, 2006 by the Ontario Superior Court of Justice (the *Comt™) on

August 30, 2006. The Company was geanted a finther extension of the time required to file its
proposal to Decernber 1, 2006 by the Court on Qctober 13, 2006.

On October 18, 2006 Richter was appointed interim receiver (the "Interim Receiver”) of the

Company pursuant to Section 47.1 of the BIA, with itz powers limited to controlling the

Company’s receipts and disbursernents, goniralling the Company’s books and records and

engaging certain management personnel.

ASM Rictier is an ndepandent member Sora of RS nmmrtional,
A Mifton of dapentont socaunting 2R consuiing fhms.
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11 Purpose of this Repatt

This report (“Third Report”) is filed in support of the Company’s motion for an extension of the
time required to file its proposal for 4 farther forty-five (45) days. This report outlines the
background information of the Company; the activities of the Cornpany and the Tnterim
Receiver sinee the Trustee's sacond report dated October 10, 2006 {(*Second Report™); and the
anticipated transactions of the Company involving assets that are efther directly or indirectly

owned by the Company.

2. BACKGROUND OF THE COMPANY

The Company was established to invest in small and medium-gized companies involved in
innovative buflding technologies and construction and real estate development. The Company
is amalgama.ted under the laws of Canada snd is registered as a labour-sponsored investment
fund corporation under the Commmunity Small Business Investiment Funds Act (Ontario), and as
a labour-sponsored venture capital corporation under the Income Tax Act (Canada).

Tn liew of hiring its own employees, the Company haa relied on third parties to Me its
offajrs. As znch, the Company previously entered intd a management agreement with Retrocom
Investment Management Ine. (“RIMI7}, under which RIM] was engaged to manage the
Company and 1o provide, among other things, investment and project advisory services and

monitoring and promotional services to the Company.

4. ACTIVIYIES OF THE COMPANY SINCE THE FILING DATE
Since the Filing Date, the Company has worked towards realizing on its various investments.
Efforts have been made to secure purchasers for the Company’s real estate interests, The

Company hes also been in the process of updating its records to determine the gquantum of its

RSM Richter
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non-capital tax losses and to restore the operating status of two of its wholly-ovmed subgidiaries

to facilitate the sale of two of its real estate intevests,

On September 18, 2006, the RIMI personnel who were providing the managermnent, and
;dminishaﬁon gervices for tha Company were terminated by RIMIL The RIMI persounel were
Panl ﬁ] ack Jr. and Jackie Loynd who were employees, and Blair Taylor who was an independent
contraetor (collectively referred to as "Management Personnel”), The Management Pergonnel

" are congidered to be valuable to the Company a5 it continues to realize on its investments, in
particular as a result of their familiarity with the Company’s investments and ability 1o provide
ongoing valuable services to the Company such ag the compilation of information on the

. Company's tax losses,

Subsequent to the termination of the Management Personnel by RIMI, Richiter retained the
Management Personnel as independent contractors to assist in the Compary’s administration.
Tt ia Wkely that had the Company previcusly become bank;upt, the trustes in banlouptey wonld
. have retained the services of the Management Personnel in simflar fashion. Since the filing of
the Second Report, Blair Taylor has terminated his services with the Company and Richter.

4 ACTIVITIES OF THE INTERIM RECEIVER

Since the appointment of the interimn Receiver on October 13, 2006, the Interim Receiver has
assumned the responsibility of administering the Company's receipts and dishursements, In that
regard, the Interim Recaiver has contacted the Company’s various banking institutions and
arranged for the funds held at the banking institutions to be transferred to an estate account
maintained on behalf of the Company by the Interim Receiver.

RSM Richter
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5. PENDING REAL ESTATE DISPOSITIONS
The Company has negotiated the sale of three of its resl estate intevests, the sales of which are
corrently scheduled to close in December, 2006 and Januery, 2007.

The Beileville Property
‘This property is & mall Jocated in Belleville, Omtario. This property isa co-ownership with title

to the property held by a wholly-owned subsidiary of the Company, Rushview Holdings Ine.
(*Rushview™), on behalf of itself and its co-owner.

To date, Rushview and its co-owner have negotiated and executed an agreement of purchase and
sale with a purchase price of $13.3 million. The closing of the gale was previously scheduled to
take place on October 16, 2006; however, due to various complications including the fact that
Rushview’s corporate charter had lapsed, the closing of this trangaction has been delayed several
times. "The Company has now taken the steps necessary to have Ruzhview's corporate charter
reintated. The closing is now expected to occar en Decersber 12, 2006. Upon completion of
this gale, the Company expects to receive approximately $21.2 million after discharging

eneumbrances on the property.
The Midland Property
Located in Midiand, Ontario (the "Midland Property”), this property owned by Newton Building

Corporation (“Newton”) (a wholly-owned subsidiaxy of the Company), The Midland Property
congists of 38 serviced lots for residential development.

To date, an agreement of purchase and sale has been executed with a purchase price of
$1.9 million. A closing date for this sale was originally scheduled for June 17, 2006; however,
due to the non-fling of corporate tax returns in prior yesrs, Newton's corporate charter had

RSM Richter
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lapsed. As a result, the closing of this transaction has been delayed several times while the
Cormpany considered ite various options on how to complete the sale, The Company and the
purchaser have now restructured the trangaction in a manner which will Rkely enable the sale to
be completed in early December, 2006. As a result of the delay, the purchaser has negotisted 8
priee abatement of $300,000. This ahatement represents the carrying cost of the property to
the purchaser through the winter months, during which development of the propetty cannot
occur.

mMMsm

This property is the Bowling Palacé of Cornwall, Toested in Cornwall, Ontario, A conditional
agreement of purchase and sale hus been accepted by the Company in the arnount of $2 million.
A closing date was scheduled for November 2, 2006; however, a condition of the purchage and
sale agreement relating to the teﬁant’s Jease comunitmeant was not satisfied before the closing
date anc}, as such, an amendment was made to the purchase and sale agreament to extend] the
cloging date, The Purchager now has until December 15, 2006 to waive conditions, The sale iz
currently conditional upon the purchaser suceessfully completing a Phage 1 environmental
assessmnent which it indicated would not commence until the tenant Jeage condition was
satisfied. The sdle is expected to close on or around Jannary 3, 2007 if the purdmser waives the
condition. At the moment, it is anticipated that the proceeds of this sale will be paid to the

mortgage and tax arrears related to the property. It is expected that the sale will vield RGF
approximately $600,000 that can be used for geﬁeral corparate purposes.

RSM Richter
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Other Property

Negotiations for the disposition of one additional rea] estate interest are essentially complete, It
g anticipated that this transaction will close in tandem with the Midland Property in early
December, 2006. Upon the completion of this transaction, there would be 2 $450,000
veduction in the indebtedness to ane of RGF's secured creditors, The property is Jocated at 220
Dunduwn Street South, Humilton, Ontarie

6. TAXLOSSES

During the time immediately preceding the Filing Date and since that time, the Trustee has held
several discussions with six parties that huve expressed interest in the Compary’s tax losges
through an sequisition of the Company. The tax losses are estimated to be approximately

$63 million. Discussions are still ongoing with one party who has expressed serions interest in
the Company’s tax losses and it is believed that discussions will continme past December 1, 2006.
Tn addition, three other parties have expressed interest, to the Company’s counsel, in the
Company’s tax Josses, A bankruptey of the Company would eliminate the possibility of a third
party utilizing the tax losses,

1f the Company is able to realize valne with respect to the tax losses, there is likely to be
significant additional value ultimately available to creditors; the realization of such value is
dependant upon & successful proposal being implemented.

7. SECURED CREDITORS

A numiber of the Company’s assets are expected to be realized during the next forty-five days.
There ave a nexaber of parties who appear to have secured interasts in the assets that are
expected 10 be sold or otherwise realized. Conngel for the Company and the Interim Receiver
are reviewing the secuxity held by the various partied to determine their validity.

RSM Richter
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Set ont in Appendix “1” is a isting of the varions registrants under the Personal Property

Security Act (Ontario).

8. CASHFLOW
The Company has npdated its projected cash Sowto Januery 19, 2007. The updated cash flow is

st omt in Appendices “2” and “z-1",

9.  CONCLUSION AND RECOMMENDATION

The Company is acting in good faith and with due diligence in taking steps to deal with its asseta
and put together a viable proposal to its creditors. Tt js the Trustee's view that an extension will
not adversely affect any group of creditors. The extension would afford interested parties the
time necessary to negotiate a transaction in regpect of the Compary’s tax losses, If a transaction
can be negotiated for the tax losses, there wonld be an enhanced recovery for the Company’s
creditors.

Accordingly, the Trostee supports the Company’s motion for an extension of the time required

1o file its proposal.

All of is respectfully submitted, '

sty
A

RICHTER INC,
TN TTS CAPACITY AS PROPOSAL TRUSTEE OF
RETROCOM GROWTH FUND INC,
AND NOT IN I'TS PERSONAIL CAPACTTY

RSM Richter
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Report on Cash Flow Statemant by the Person Making the Proposal
{Paragraphs 50(){¢) and 50.4(2)(c) of the BIA

The management of Rstrocom Growth fFund Inc. (CRGE™) has developad the assurplions and prepared the
attached statement of projected cash flow of RGF for the period December 1, 2006 to January 19, 2007,

" The hypothetical assumptions ave reasonable and conalstent with the purpose of the projection desoribed in Nate 1,
and the probable assumptions are suitably supported and consistent with the plans of RGF and provide a
reasonabla basis for the projection. All such assumptions ase disclosed in Notes 2 10 8.

Sinoa the projection is based on assumptions regarding fulure events, actual results will vary from the information
presented, and the variations may be material,

The projection has been prepared solely for the purposa described in Note 1, using & set of probable and
hypothetical assumptions set out in Notes 2 to 8, Consauuently, readers are cautioned that it may not be appropriate
for ather pumoses,

Dated at Toronto, this 27th day of November, 2006,

RETROCOM GROWTH FUND INC,
(.-“—-"j“mm\\‘
©._
Robert Blal /
_M,/
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Third Report of RSM Richter Inc.
In its Capacity as Proposal Trustee

Re: Retrocom Growth Fund Inc.

RSM Richter Inc.
Toronto, November 27, 2006

RSM Richter is an independent member firm of RSM International,
An affiliation of independent accounting and consulting firms.

DOCSTOR: 12049922



Court File No. 31-452496

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE
PROPOSAL OF RETROCOM GROWTH FUND INC.
OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO
THIRD REPORT OF
RSM RICHTER INC.
AS PROPOSAL TRUSTEE

November 27, 2006

1. INTRODUCTION

This report is filed by RSM Richter Inc. (“Richter”) in its capacity as Proposal Trustee
(“Trustee”) of Retrocom Growth Fund Inc. (the “Company” or “RGF”), pursuant to the
Company’s Notice of Intention to Make a Proposal (“NOI”) filed by the Trustee with the Office of
the Superintendent of Bankruptey on August 1, 2006 (“Filing Date”) under the Bankruptcy and
Insolvency Act (“BIA”). The Company was granted an initial extension of the time required to
file its proposal to October 16, 2006 by the Ontario Superior Court of Justice (the “Court™) on
August 30, 2006. The Company was granted a further extension of the time required to file its

proposal to December 1, 2006 by the Court on October 13, 2006.

On October 13, 2006 Richter was appointed interim receiver (the “Interim Receiver”) of the
Company pursuant to Section 47.1 of the BIA, with its powers limited to controlling the
Company’s receipts and disbursements, controlling the Company’s books and records and

engaging certain management personnel.

RSM Richter is an independent member firm of RSM Inlernational,
An afiifiation of independent accounting and consulting firms,

Y2



1.1 Purpose of this Report

This report (“Third Report”) is filed in support of the Company’s motion for an extension of the
time required to file its proposal for a further forty-five (45) days. This report outlines the
background information of the Company; the activities of the Company and the Interim
Receiver since the Trustee’s second report dated October 10, 2006 (“Second Report™); and the
anticipated transactions of the Company involving assets that are either directly or indirectly

owned by the Company.

2.  BACKGROUND OF THE COMPANY

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

a labour-sponsored venture capital corporation under the Income Tax Act (Canada).

In lieu of hiring its own employees, the Company has relied on third parties to manage its
affairs. As such, the Company previously entered into a management agreement with Retrocom
Investment Management Inc. ("RIMI”), under which RIMI 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 Company 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 the process of updating its records to determine the quantum of its

RSM Richter
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non-capital tax losses and to restore the operating status of two of its wholly-owned subsidiaries

to facilitate the sale of two of its real estate interests.

On September 18, 2006, the RIMI personnel who were providing the management and
administration services for the Company were terminated by RIMI. The RIMI personnel were
Paul Black Jr. and Jackie Loynd who were employees, and Blair Taylor who was an independent
contractor (collectively referred to as “Management Personnel”). The Management Personnel
are considered to be valuable to the Company as it continues to realize §n its investments, in
particular as a result of their familiarity with the Company’s investments and ability to provide
ongoing valuable services to the Company such as the compilation of information on the

Company’s tax losses.

Subsequent to the termination of the Management Personnel by RIMI, Richter retained the
Management Personnel as independent contractors to assist in the Company’s administration.
It is likely that had the Company previously become bankrupt, the trustee in bankruptcy would
have retained the services of the Management Personnel in similar fashion. Since the filing of

the Second Report, Blair Taylor has terminated his services with the Company and Richter.

4.  ACTIVITIES OF THE INTERIM RECEIVER

Since the appointment of the Interim Receiver on October 13, 2006, the Interim Receiver has
assumed the responsibility of administering the Company’s receipts and disbursements. In that
regard, the Interim Receiver has contacted the Company’s various banking institutions and
arranged for the funds held at the banking institutions to be transferred to an estate account

maintained on behalf of the Company by the Interim Receiver,

RSM Richter
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5.  PENDING REAL ESTATE DISPOSITIONS

The Company has negotiated the sale of three of its real estate interests, the sales of which are

currently scheduled to close in December, 2006 and January, 2007.

The Belleville Property

This property is a mall located in Belleville, Ontario. This property is a co-ownership with title
to the property held by a wholly-owned subsidiary of the Company, Rushview Holdings Inc.

(“Rushview”), on behalf of itself and its co-owner. ‘

To date, Rushview and its co-owner have negotiated and executed an agreement of purchase and
sale with a purchase price of $13.3 million. The closing of the sale was previously scheduled to
take place on October 16, 2006; however, due to various complications including the fact that
Rushview’s corporate charter had lapsed, the closing of this transaction has been delayed several
times. The Company has now taken the steps necessary to have Rushview’s corporate charter
reinstated. The closing is now expected to occur on December 12, 2006. Upon completion of
 this sale, the Company expects to receive approximately $1.2 million after discharging

encumbrances on the property.

The Midland Prope

Located in Midland, Ontario (the “Midland Property”), this property owned by Newton Building
Corporation (“Newton”) (a wholly-owned subsidiary of the Company). The Midland Property

consists of 38 serviced lots for residential development.

To date, an agreement of purchase and sale has been executed with a purchase price of
$1.9 million. A closing date for this sale was originally scheduled for June 17, 2006; however,

due to the non-filing of corporate tax returns in prior years, Newton’s corporate charter had

RSM Richter



lapsed. As aresult, the closing of this transaction has been delayed several times while the
Company considered its various options on how to complete the sale. The Company and the
purchaser have now restructured the transaction in a manner which will likely enable the sale to
be completed in early December, 2006. As a result of the delay, the purchaser has negotiated a
price abatement of $300,000. This abatement represents the carrying cost of the property to
the purchaser through the winter months, during which development of the property cannot

occur.

The Cornwall Property

This property is the Bowling Palace of Cornwall, located in Cornwall, Ontario. A conditional
agreement of purchase and sale has been accepted by the Company in the amount of $2 million.
A closing date was scheduled for November 2, 2006; however, a condition of the purchase and
sale agreement relating to the tenant’s lease commitment was not satisfied before the closing
date and, as such, an amendment was made to the purchase and sale agreement to extend the
closing date. The Purchaser now has until December 15, 2006 to waive conditions. The sale is
currently conditional upon the purchaser successfully completing a Phase 1 environmental
assessment which it indicated would not commence until the tenant lease condition was
satisfied. The sale is expected to close on or around January 3, 2007 if the purchaser waives the
condition. At the moment, it is anticipated that the proceeds of this sale will be paid to the
mortgage and tax arrears related to the property. It is expected that the sale will yield RGF

approximately $600,000 that can be used for general corporate purposes.

RSM Richter
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QOther Property

Negotiations for the disposition of one additional real estate interest are essentially complete. It
is anticipated that this transaction will close in tandem with the Midland Property in early
December, 2006. Upon the completion of this transaction, there would be a $450,000
reduction in the indebtedness to one of RGF's secured creditors. The property is located at 220

Dundurn Street South, Hamilton, Ontario

6. TAXLOSSES

During the time immediately preceding the Filing Date and since that time, the Trustee has held
several discussions with six parties that have expressed interest in the Company’s tax losses
through an acquisition of the Company. The tax losses are estimated to be approximately

$63 million. Discussions are still ongoing with one party who has expressed serious interest in

the Company’s tax losses and it is believed that discussions will continue past December 1, 2006.

In addition, three other parties have expressed interest, to the Company’s counsel, in the
Company’s tax losses. A bankruptcy of the Company would eliminate the possibility of a third

party utilizing the tax losses,

If the Company is able to realize value with respect to the tax losses, there is likely to be
significant additional value ultimately available to creditors; the realization of such value is

dependant upon a successful proposal being implemented.

7. SECURED CREDITORS

A number of the Company’s assets are expected to be realized during the next forty-five days.
There are a number of parties who appear to have secured interests in the assets that are
expected to be sold or otherwise realized. Counsel for the Company and the Interim Receiver

are reviewing the security held by the various parties to determine their validity.

RSM Richter
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Set out in' Appendix “1” is a listing of the various registrants under the Personal Property

Security Act (Ontario).

8. CASHFLOW
The Company has updated its projected cash flow to January 19, 2007. The updated cash flow is

set out in Appendices “2” and “2-1”.

9. CONCLUSION AND RECOMMENDATION

The Company is acting in good faith and with due diligence in taking steps to deal with its assets
and put together a viable proposal to its creditors. It is the Trustee’s view that an extension will
not adversely affect any group of creditors. The extension would afford interested parties the
time necessary to negotiate a transaction in respect of the Company’s tax losses. If a transaction
can be negotiated for the tax losses, there would be an enhanced recovery for the Company’s

creditors.

Accordingly, the Trustee supports the Company’s motion for an extension of the time required

to file its proposal.

All of which is respectfully submitted,
} + wanapet h s
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Repott on Cash Flow Statemant by the Person Making the Proposal
(Paragraphs 60(8){c) and 50.4(2)(c) of the BIA

The management of Agtrocom Growth Fund Inc. (‘RGF™ has developed the assumptions and preparad the
attached statement of projected sash flow of RGF for the period December 1, 2006 to January 19, 2007,

The hypothetical assumptions &re ragsonable and consistant with the purpose of the projection descrbed in Note 1,
and the probable assumptions are sultably supported end consistent with the plans of RGF and provide &
reasonable basis for the projection, All such assumptions are dizclosed InNotes 2 10 B.

Sinca the projection Is based on assumptions ragarding future events, actual results will vary from the information
presented, and the variations may be material,

The projection has been prapared solely for the putposa described in Note 1, using a set of probable and
hypothetical assumptions set out in Notes 2 to 8, Conssuuently, readers are cautioned thet it may not be appropriate
for other pumposes,

Dated ot Torornto, this 27th day of November, 2008,

'RETROCOM GROWTH FUND INC.

Ay N
(. BN \

Robert Bla ),
—-""""’/
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Appendix "2"
Retrocom Growth Fund Inc.
Projected Statement of Cash Flow
For the Period December 1, 2006 through January 19, 2007
Unaudited
®
Notes Amount
CASH INFLOWS [ —
Retrocom Mid-Market REIT share sale 2 812,000
Retrocom Mid-Market REIT distribution 3 7,000
Sale of real estate interests 4 3,855,000
TOTAL CASH INFLOWS 4,674,000
CASH QUTFLOWS
Secured debt repayment 5 2,137,000
Billed and accrued professional fees - Trustee 6 210,000
Projected professional fees - Trustee 6 170,000
Billed and accrued professional fees - Legal 6 192,000
Projected professional fees - Legal 6 75,000
Consulting fees 6 35,000
Miscellaneous 7 2,000
TOTAL CASH OUTFLOWS 2,821,000
NET CASH FLOW 1,853,000
OPENING CASH BALANCE 8 771,000
NET CASH FLOW 1,853,000
ENDING CASH BALANCE o

The above financial projections are based on management's assumptions detailed in Exhibit "2-1"

The note references correspond to the assumption numbers shown in Exhibit "2-1"

RETROCOM GROWTH FUND INC,

"Bob Blakely"

Per

November 27, 2006

Date

RSM RICHTER INC.

"Robert Harlang"

Per

November 27, 2006

Date

2,624,000



’ : : Appendix "2-1"" -
Retmcom Growth Fund Inc. ! SR
Notes to Progected Statement of Cash Flow

For the Period Decernbér 1, 2006 ‘through January 19, 2007

Decembér f, 2006 {6 January 19; 2007 Ethe "Penod") gard to.its: proposal proceedmgs under the Bankruptcy and InsalvencyAct The pm)ected'
'._ cash ﬂow reﬂects the Fin plapned course of acnon unng the Pemod The underlymg assumptxon is that the Fund wﬂl attempt to realize off its. -

$’. 110,000.
100 ooo;' oo
‘oo - L ¢
380,000 :

* Amiount bifled dnd unpaxd to October a1, 2006 127,600

Accrued fees from November 1, 2006 to Novemher 30 2006 : 65,000
¥ ) o ;000
LR 262,000

.Consultmg Feées; : N 35,000

' 7. Mlscellaneous aosts are‘tzased on histoncal results

8. Approxxmately $5oo,ooo of the opening cash balance is pledged to support guarantees and is not available for general corporate
purposes. ° cil .

L gﬁi‘kaOM GROWTH FUND INC. . RSM RICHTER INC,
"Bob Blakely" "Robert Harlang" ’
Per - . - ’ Per .
November 27, 2006 November 27, 2006

Date ” Date
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Court File No. 31-452496

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) WEDNESDAY, THE 29™ DAY
)
JUSTICE ' ) OF NOVEMBER, 2006

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

ORDER
(Extension of Time to File Proposal)

THIS MOTION made by Retrocom Growth Fund Inc. (“Retrocom™) was heard this day

at 393 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the affidavit of Robert R. Blakely sworn November
27, 2006 and the exhibits thereto, and upon hearing the submissions of counsel for Retrocom and

counsel for RSM Richter Inc.:

1. THIS COURT ORDERS THAT the time for service of the Notice of Motion is hereby

abridged.

2. THIS COURT ORDERS THAT the time by which Retrocom may file a proposal to its
creditors is hereby extended by 45 days from December 1, 2006 to January 15, 2007, pursuant to

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