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DECEMBER 15, 2016

1.0 Introduction

1.  This report (“Report”) is filed by KSV Kofman Inc. (“KSV”) in its capacity as receiver
(“Receiver”) of the property, assets and undertaking of Xchange Technology Group
LLC, IT Xchange Inc., IT Xchange Corp., BlueRange Technology Corp., BlueRange
Technology Inc., IT Xchange Financial Services LLC and Partstock Computer LLC
(collectively, the “XTG Debtors”).

2. The XTG Debtors have numerous foreign affiliates that are not subject to these
proceedings, namely IT Xchange Limited (UK); IT Xchange Japan LLC (Japan); Hire
Information Technology Ltd. (UK); Xchange Technology Rentals Ltd. (UK); IT
Xchange Macao Commercial Offshore Ltd. (Macao); and IT Xchange Pty Ltd.
(Australia) (collectively, with the XTG Debtors, the “XTG Group”). A corporate
organizational chart of the XTG Group is provided in Section 2 below.
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Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) made on October 29, 2013 (the “Receivership Order”), Duff & Phelps
Canada Restructuring Inc. (“D&P”) was appointed Receiver. A copy of the
Receivership Order is attached as Appendix “A”.

On June 30, 2015, D&P was acquired by KSV. Pursuant to a Court Order made on
July 10, 2015, D&P’s ongoing mandates were transferred to KSV, including acting
as Receiver in these proceedings. The licensed trustees/restructuring professionals
overseeing this mandate prior to June 30, 2015 remain unchanged.

On October 30, 2013, the Receiver, as Foreign Representative, commenced
proceedings in the United States Bankruptcy Court for the District of Delaware (“US
Court”) seeking recognition of the Canadian receivership proceeding under Chapter
15 of the US Bankruptcy Code as a foreign non-main proceeding. On October 30,
2013 and November 25, 2013, the US Court entered orders granting provisional
relief in aid of the Canadian proceeding and the Recognition Order, respectively.

The primary purpose of these proceedings has been to complete a sale of
substantially all of the XTG Debtors’ business and assets through a Court
supervised sale process (“Sale Process”).

1.1 Purposes of this Report

1.

The purposes of this Report are to:

a) Provide background information about the XTG Debtors and these
proceedings, including the Court-approved transaction (the “Transaction”) with
2393134 Ontario Inc. (the “Purchaser”), an entity incorporated by Callidus
Capital Corporation (“Callidus”), the principal secured creditor of the XTG
Debtors, resulting from the Sale Process;

b) Summarize issues in these proceedings which the Receiver intends to
address prior to filing a certificate with the Court (the “Discharge Certificate”);

C) Provide an overview of the Receiver's activities over the course of these
proceedings; and

d) Recommend that the Court issue an Order:
° Discharging the Receiver upon the filing of the Discharge Certificate;
° Releasing the Receiver from any and all liabilities that KSV now has or
may hereafter have by reason of, or in any way arising out of, the acts or
omissions of KSV while acting as Receiver, save and except for any

gross negligence or wilful misconduct on the Receiver’s part;

° Approving the Receiver's activities, as described in this Report; and
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1.2 Currency

Approving the fees and disbursements of the Receiver, its Canadian
legal counsel, Chaitons LLP (“Chaitons”), and its US legal counsel, Allen
& Overy LLP (“A&Q0”) and Buchanan Ingersoll & Rooney PC
(“Buchanan”), since the commencement of these proceedings on
October 29, 2013, plus an accrual of $75,000 plus HST and
disbursements (the "Fee Accrual”) to cover the remaining fees and
disbursements of the Receiver, Chaitons, A&O and Buchanan.

1.  All currency references in this Report are to Canadian dollars unless otherwise

specified.

2.0 Background Information

1. XTG Group was founded in 1996 in Ontario by Jeff McFarlane. XTG Group’s
corporate organizational chart is set out below (the XTG Debtors are shaded).
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The organizational chart excludes a German subsidiary, Xchange Technology
GmbH (Germany), the shares of which were sold in these proceedings pursuant to a
Court Order made on May 1, 2014.

XTG Group was a supplier of information technology (“IT”) products with operations
in Canada, the United States, the United Kingdom, Australia, Macao and Japan.
XTG Group also provided IT rental assets and programs, including servers, storage
devices, laptops and desktop computers.

Additional background information on the XTG Debtors, the Sale Process and the
Transaction were detailed in the Receiver's First Report to Court dated
November 19, 2013 (the “First Report”), a copy of which is attached as Appendix
“B”, without appendices.

2.1 Sale Process and Transaction

1.

4.

The Receivership Order approved the Sale Process, including an offer submitted by
the Purchaser as a “stalking horse” for substantially all of the XTG Debtors’ business
and assets. The purchase price was the full amount of Callidus’ secured debt at the
time of closing less US$3 million. The carve out of the US$3 million was to
specifically preserve Callidus’ ability to enforce the guarantee given by
Mr. McFarlane in favour of Callidus limited to the amount of US$3 million. The
Receiver has been informed that Callidus has secured judgment as against Mr.
McFarlane under his guarantee. Mr. McFarlane has appealed the judgment, which
appeal has yet to be heard.

The Receiver carried out the Sale Process in accordance with the Receivership
Order. No offers were submitted in the Sale Process and the Court accepted the
Receiver’'s conclusion that the Transaction provided the best outcome for
stakeholders, as more fully detailed in the First Report.

On November 22, 2013, the Court approved the Transaction pursuant to an Order
made on that date (the “Sale Approval and Vesting Order”). A copy of the Sale
Approval and Vesting Order is attached as Appendix “C”. The US Court issued an
Order approving the Transaction on November 25, 2013, a copy of which is
attached as Appendix “D”.

The Transaction was completed on January 2, 2015.

2.2 Distributions in these Proceedings

1.

At the commencement of these proceedings, Callidus was owed approximately
US$38 million.

Callidus incurred a shortfall on its advances to the XTG Debtors and, accordingly,
there are no funds available for distribution to the other creditors of the XTG
Debtors.

ksv advisory inc. Page 4 of 8



3.0 Receiver’s Discharge
1. Prior to completing its administration, the Receiver intends to:

° Assist the Purchaser with collecting HST refunds owing from Canada Revenue
Agency (“CRA”") by arranging for a prior year tax return to be filed with CRA.
This tax return is in the process of being prepared by BDO Canada LLP
(“BDO") ', the XTG Debtors’ accountants, and is expected to be filed
imminently;

° File a motion with the US Court, as Foreign Representative, to recognize the
proposed Discharge Order and to terminate the Chapter 15 proceedings; and

° File the Receiver's final report as required under Section 246(3) of the
Bankruptcy and Insolvency Act.

2. Once these activities are completed, the Receiver’s duties and obligations under the
Receivership Order will have been completed and it will file the Discharge
Certificate.

4.0 Overview of the Receiver’'s Activities

1. The Receivers activities since the date of the Receivership Order have been
detailed in its reports previously filed with the Court, including the First Report
referenced above and attached as Appendix “B”, without appendices. Copies of the
Receiver's second, third, fourth and fifth reports to Court are attached as
Appendices “E” through “H”", respectively, each without appendices.

2. An overview of the Receiver’s activities since the date of its appointment is as
follows:

° Carrying out the Receiver’s duties and responsibilities in accordance with the
Receivership Order;

° Dealing with all matters involving the preparation for and the filing of materials
for the US Chapter 15 proceedings;

° Attending on a near daily basis at the XTG Debtors’ premises in Morrisville,
North Carolina and Oakville, Ontario until the completion of the Transaction;

° Assisting the XTG Debtors to prepare a communication strategy that was
implemented at the commencement of these proceedings;

° Reviewing on a daily basis all transactions from the XTG Debtors’ bank
accounts;

° Reviewing the XTG Debtors’ funding requests submitted to Callidus;

1 The Purchaser has arranged to fund BDO's fees in connection with the preparation of this tax return.
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Reviewing the XTG Debtors’ post-filing purchase orders;
Reviewing post-filing disbursements;

Assisting the XTG Debtors to prepare financial projections under various
restructuring scenarios;

Corresponding with certain suppliers of the XTG Debtors regarding the supply
of goods and services during the receivership proceedings;

Corresponding with certain of the XTG Debtors’ customers, as required;

Carrying out the Receiver’s statutory obligations, including drafting and filing
the Receiver’'s notice and statement in accordance with subsections 245(1)
and 246(1) of the Bankruptcy and Insolvency Act and filing interim reports
every six months, as required,

Carrying out the Sale Process, including preparing the materials used in the
Sale Process (teaser, buyers list, populating the data room, etc.);

Corresponding with prospective purchasers over the course of the Sale
Process;

Providing prospective purchasers with access to the data room and facilitating
diligence, as required;

Dealing with all Transaction matters, including post-closing issues pursuant to
a Transition Services Agreement dated January 2, 2015;

Drafting the Receiver’s six reports to Court and dealing extensively with the
matters described therein, which are summarized as follows:

Report Date Subject Matter

First Report November 19, 2013 Sale approval motion re the Transaction

Second Report | December 12, 2013 Dispute with Jeff McFarlane, in his capacity
as landlord of the XTG Debtors’ leased
premises in Oakville, Ontario

Third Report April 25, 2014 Sale approval motion re share sale
transaction involving Xchange Technology
GmbH (Germany)

Fourth Report | November 5, 2014 Two separate litigation matters involving
Winthrop Resources Corporation and
6784984 Canada Limited, being the former
owner of the XTG Debtors’ Vernon rental
business

Fifth Report April 1, 2015 Litigation involving Jeff McFarlane in
connection with his guarantee

Sixth Report December 15, 2016 Discharge motion
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° Corresponding extensively with the Receiver's Canadian and US legal counsel
and legal counsel to Callidus in connection with all matters in these
proceedings; and

° Other matters pertaining to the administration of this mandate.

5.0 Professional Fees

1.

The fees (excluding disbursements and HST) of the Receiver, Chaitons, A&O and
Buchanan since the date of the Receivership Order (October 29, 2013) total
$1,267,018, $110,583, US$267,724, US$55,218 respectively. Detailed invoices in
respect of the fees and disbursements of the Receiver, Chaitons, A&O and
Buchanan are provided in appendices to the affidavits filed by the Receiver,
Chaitons and A&O in the accompanying motion materials.

The average hourly rate for the Receiver, Chaitons, A&O and Buchanan for the
referenced billing period was $440.64, $559.46, US$771.98 and US$358.09,
respectively.

The Receiver is of the view that the fees charged by Chaitons and A&O are
consistent with those charged by law firms practicing in the area of insolvency in
their respective markets. The Receiver believes that the fees charged are
reasonable and appropriate in the circumstances, particularly given the complexity
of the cross-border proceedings, the global business of the XTG Group and the
extensive litigation in this matter, all of which was resolved in these proceedings.

The Receiver believes that the Fee Accrual should be sufficient to cover its fees,
Chaitons’ fees and A&Q'’s fees to the completion of these proceedings, including
preparing this Report and the accompanying motion materials, attending at the
discharge motion, dealing with the outstanding matters detailed in this Report,
bringing the Chapter 15 proceedings to a close and dealing with sundry issues, if
any.

All invoices rendered by the Receiver, Chaitons and A&O during these proceedings
were reviewed by Callidus.

As the Transaction was a non-cash transaction involving a credit bid, the closing
documents included an indemnity dated January 2, 2015 (“Indemnity”) provided by
the Purchaser and Callidus in favour of the Receiver for its fees and disbursements,
including those of its Canadian and US legal counsel. As at the date of this Report,
the Receiver has one outstanding invoice in the amount of approximately $11,000
and Chaitons has invoices outstanding totaling approximately $37,000. Those
invoices and the Fee Accrual are to be satisfied by the Purchaser or Callidus in
accordance with the Indemnity.
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6.0 Conclusion

1. Based on the foregoing, the Receiver respectfully recommends that this Honourable
Court make an Order granting the relief detailed in Section 1.1(d) of this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.

INITS CAPACITY AS RECEIVER OF

XCHANGE TECHNOLOGY GROUP LLC, IT EXCHANGE INC.,

IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,

BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC AND NOT IN ITS PERSONAL CAPACITY
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Court File No. CV-13-10310-00CL

g0 of ONTARIO
<.\ ______ SUPERIOR COURT OF JUSTICE
o COMMERCIAL LIST
THE HONOURABLE MR. ) TUESDAY, THE 29" DAY
)
JUSTICE MORAWETZ ) OF OCTOBER, 2013

BETWEEN:

CALLIDUS CAPITAL CORPORATION
: Applicant

-and —

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE FINANCIAL
SERVICES LLC, IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP,,
BLUERANGE TECHNOLOGY INC., PARTSTOCK COMPUTER LLC and
IT XCHANGE INC.

Respondents

ORDER

THIS APPLICATION, made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA") and section 101
of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the "CJA") appointing Duff &
Phelps Canada Restructuring Inc. as receiver (the "Receiver") without security, of all of the
assets, undertakings and properties of Xchange Technology Group LLC, It Xchangé Financial
Services LLC, It Xchange Corp., Bluerange Technology Corp., Bluerange Technology Inc.,
Partstock Computer LLC and It Xchange Inc. (the "Debtors") acquired for, or used in relation to
businesses carﬁed on by the Debtors, was heard this day at 330 University Avenue, Toronto,

Ontario.

ON READING the Affidavit of Craig Boyer sworn October 25, 2013 and the Report of
Duff & Phelps Canada Restructuring Inc. dated October 25, 2013 (the “Report”) and on hearing

TORONTO 99998-1478 895548v4



y_SdeIuSSlOHS)OFCOUDSQI :@; Callidus Capital Corporation (“Callidus”), “counsel for Duff &

iouUR DI

}%elps\gnada Restructurmg Inc., the proposed receiver, and counsel for the Debtors, and on

2N ik
readlng the consenit of Duff & Phelps Canada Restructuring Inc. to act as the Receiver,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application is hereby abridged and validated so that this application is properly returnable today

and hereby dispenses with further service thereof.
APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, Duff & Phelps Canada Restructuring Inc. is hereby appointed Receiver, without
security, of all of the assets, undertakings and properties of the Debtors acquired for, or used in

relation to businesses carried on by the Debtors, including all proceeds thereof (the "Property").

RECEIVER’S POWERS

3. - THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Property and, without in any way limiting the generality
of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:

a) to take possession of and exercise control over the Property and any and all proceeds,

receipts and disbursements arising out of or from the Property;

b) to receive, preserve, and protect the Property, or any part or parts thereof, including, but
not limited to, the changing of locks and security codes, the relocating of Property to
safeguard it, fhe engaging of independent security personnel, the taking of physical
inventories and the placement of such insurance coverage as may be necessary or

desirable;

c) to manage, operate, and carry on the businesses of the Debtors, including the powers to

enter into any agreements, incur any obligations in the ordinary course of business, cease



d)

g)

h)

)

jéjtocarryo@@;loranyq}m of the businesses, or cease to perform any contracts of the

Do

to engage consultants, appraisers, agents, experts, auditors, accountants, managers,
counsel and such other persons from time to time and on whatever basis, including on a
temporary basis, to assist with the exercise of the Receiver's powers and duties, including

without limitation those conferred by this Order;

to purchase or lease such equipment, inventories, supplies, premises or other assets to

continue the businesses of the Debtors or any part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter owing to the
Debtors and to exercise all remedies of the Debtors in collecting such monies, including,

without limitation, to enforce any security held by the Debtors;
to settle, extend or compromise any indebtedness owing to the Debtors;

to execute, assign, issue and endorse documents of whatever nature in respect of any of

the Property, whether in the Receiver's name or in the name and on behalf of the Debtors,

‘for any purpose pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all proceedings and to
defend all proceedings now pending or hereafter instituted with respect to the Debtors,
the Property or the Receiver, and to settle or compromise any such proceedings. The
authority hereby conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

to sell, convey, transfer, lease or assign the Property or any part or parts thereof out of the
ordinary course of business with Court approval and in each such case notice under
subsection 63(4) of the Ontario Personal Property Security Act shall not be required, and
in each case the Ontario Bulk Sales Act shall not apply ;



e

dl)()/ to apply fg ily Vestg}g order or other orders necessary to convey the Property or any

part 8r parts thereof to a purchaser or purchasers thereof, free and clear of any liens or

- \@2 -encumbrances affecting such Property;

1) to report to, meet with and discuss with such affected Persons (as defined below) as the
Receiver deems appropriate on all matters relating to the Property and the receivership,
and to share information, subject to such terms as to confidentiality as the Receiver

deems advisable;

m) to apply for any permits, licences, approvals or permissions as may be required by any
governmental authority and any renewals thereof for and on behalf of and, if thought

desirable by the Receiver, in the name of the Debtors;

n) to enter into agreements with any trustee in bankruptcy appointed in respect of the
Debtors, including, without limiting the generality of the foregoing, the ability to enter

into occupation agreements for any property owned or leased by the Debtors;

0) to exercise any shareholder, partnership, joint venture or other rights which the Debtors

may have; and

p) to take any steps reasonably incidental to the exercise of these powers or the performance

of any statutory obligations,

and in each case where the Receiver takes any such actions or steps, it shall be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

" including the Debtors, and without interference from any other Person.

THE STALKING HORSE OFFER

4. THIS COURT ORDERS that the Receiver shall be authorized and directed to accept the
Asset Purchase Agreement dated October 25, 2013 (the “Stalking Horse Offer”) signed by
2393134 Ontario Inc. (the “Purchaser”) pursuant to which the Purchaser has agreed to purchase
all of the right, title and interest of the Debtors in and to the assets specified in the Stalking Horse

Offer (the “Purchased Assets”). If the Receiver does not receive and accept at or before the Bid



Dea&hne (as deﬁned below) a,Supenor Bid (as defined below) in accordance with the Sale

(LY \
e \_ocess the Recelver is entitled to take all actions or steps necessary to complete the transaction

’{Wer*m accordance with its terms, without further approval of this Court, however the
Receiver shall apply for the appropriate Vesting Orders. If the Receiver does receive a Superior
Bid at or before the Bid Deadline in accordance with the Sale Process, the Receiver shall apply
to the Court for approval of the Superior Bid. A “Superior Bid” shall be an offer to purchase
the Purchased Assets which the Receiver, acting in its sole discretion, considers at least
equivalent to the Stalking Horse Offer, provided that no offer shall qualify as a Superior Bid

unless it meets the following minimum criteria:

a) the offer must be an irrevocable offer;

b) the offer must be accompanied by a cash deposit which is at least equal to 15% of
the aggregate purchase price payable under the offer;

c) the offer must be for a purchase price at least equal to the Purchase Price, payable

| in cash on Closing, and otherwise on terms no less favourable and no more
burdensome or conditional than the Stalking Horse Offer; '

d) the offer must not contain any contingency relating to due diligence or financing
or any other material conditions precedent to the offeror’s obligation to complete
the transaction that are not otherwise contained in the Stalking Horse Offer;

€) the offer must be made by an offeror which can demonstrate the financial ability

to complete the transaction; and

f) the offer must contemplate a closing date of no later than December 31, 2013.
SALES PROCESS
5. The Receiver shall undertake the marketing and sale of the Property, including soliciting

offers, and negotiating the terms and conditions of sale, in accordance with the Sales Process and

timetable outlined in paragraph 7.2 of the Duff & Phelps Report (the “Sale Process”)

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

6. - THIS COURT ORDERS that (i) the Debtors, (ii) all of their current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all other persons



; 'actln “on - thelr mstructlons or behalf, and (iii) all other individuals, firms, corpora‘aons

oC 4 i

f'_govemlnental ‘bodies oragéncies, or other entities having notice of this Order (all of the

[ Ql;ggg?l,@;,gollc,ctlvclyfbeing_-"—Persons" and each being a "Person") shall forthwith advise the
Receiver of the existence of any Property in such Person's possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

7. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors, and any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the "Records") in
that Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to the Receiver unfettered access to and use
of accounting, computer, software and physical facilities relating thereto, provided however that
nothing in this paragraph 7 or in paragraph & of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due
to the privilege attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

8. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver tb recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including

providing the Receiver with instructions on the use of any computer or other system and



pr0v1d1ng the Recelver Wlth any and all access codes, account names and account numbers that

be requlred% gain accessﬁ) the information.

NO PROCEEDINGS AGAINST THE RECEIVER

9. THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding"), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

10.  THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of

the Debtors or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

11.  THIS COURT ORDERS that all rights and remedies against the Debtors, the Receiver, or
affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of right of Callidus pursuant to paragraph 23 of this Order or in respect of any "eligible
financial contract”" as defined in the BIA, and further provided that nothing in this paragraph
shall (i) empower the Receiver or the Debtors to carry on any business which the Debtors is not
lawfully entitled to carry on, (ii) exempt the Receiver or the Debtors from compliance with
statutory or regulatory provisions relating to health, safety or the environment, (iii) prevent the
filing of any registration to preserve or perfect a security interest, or (iv) prevent the registration

of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

12. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtors, without written consent of the Receiver or

leave of this Court.



N/

13V."- }HICOUR?’IA%DRDERS‘é that all Persons having oral or written agreements with the

\ @%ﬁgsm@t@yorregulato:ymandates for the supply of goods and/or services, including
(ﬁv&i}hbu‘c limitation, all‘computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtors' current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtors or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

14. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from the
sale of all or any of the Property, whether in existence on the date of this Order or hereafter
coming into existence, shall be deposited into one or more new accounts to be opened by the
Receiver ‘V(the "Post Receivership Accounts") and the monies standing to the credit of such Post '
Receivership Accounts from time to time, net of any disburs-emenfs provided for herein, shall be
held by the Receiver to be paid in accordance with the terms of this Order or any further Order of
this Court.

EMPLOYEES

15.  THIS COURT ORDERS that all employees of the Debtors shall remain the employees of
the Debtors until such time as the Receiver, on the Debtors' behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
~ liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of

the BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in



~ 1.

\'respéicjti"of its obhgatlons ﬁndérrs“e"ctions 81.4(5) or 81.6(3) of the BIA or under the Wage Earner

28 1S

Protecti/o;iz. P}fbgraﬂgggt;““” -
AN SRR

THIS COURT ORDERS that, pursuant to ‘clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purcﬁasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtors, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES -

17. THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without. limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure impose;d by applicable

Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
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pursuance;of the Recelver s dutles and powers under this Order, be deemed to be in Possession of

3_

of the Prdpert”y within the meamng of any Environmental Legislation, unless it is actually in

SYesSIoB———— T

LIMITATION ON THE RECEIVER’S LIABILITY - -

'18.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying out the provisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Waée Earner Protection Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any
other applicable legislation.

RECEIVER'S ACCOUNTS

19.  THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid their
reasonable fees and disbursements, in each case at their standard rates and charges, and that the
Receiver and counsel to tfle Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge") on the Property, as security for such fees and disbursements, both before
and after the making of this Order in respect of these proceedings, and that the Receiver's Charge
shall form a first chérge on the Property in priority to all security interests, trusts, liens, charges
and encumbrances, statutory or otherwise, in favour of any Person, but subject to sections

14.06(7), 81.4(4), and 81.6(2) of the BIA.

20. THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

21.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the normal rates and
charges of the Receiver or its counsel, and such amounts shall constitute advances against their

remuneration and disbursements when and as approved by this Court.
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ORDERS that the Debtors or the Receiver on behalf of the Debtors and
not in its personal capacity is hereby authorized and empowered to continue to obtain and
borrow, repay and re-borrow, additional monies under an Amended and Restated Loan
Agreement dated October 11, 2012 among the Debtors and Callidus (as later amended from time
to time, the “Loan Agreement”), subject to and in accordance with blocked account agreements
between the Debtors, Callidus, Bank of Montreal and any other financial institution used by the
Debtors in their cash management system (fhe “Blocked Account Agreements”), in order to
finance the Debtors’ operating expenses and the reasonable fees and disbursements of the
Receiver and its legal counsel, all on the terms and subject to the conditions set forth in the Loan
Agreement and the Blocked Account Agreements or such other terms and conditions as Callidus

shall agree.

23.  THIS COURT ORDERS that the Debtors or the Receiver on behalf of the Debtors and
not in its personal capacity is hereby authorized and directed to pay all of its indebtedness,
interest, fees, liabilities and obligations to Callidus under and pursuant to the Loan Agreement
and in accordance with the Blocked Account Agreements when the same become due
notwithstanding any other provision of this Order, provided that Callidus shall reimburse the
Receiver any monies received by Callidus which it may not have been entitled to pursuant to any

liens, charges, security interests or other claims having priority over Callidus’ security.

24,  THIS COURT ORDERS that, in addition to advances in accordance with availability
under the Loan Agreement, the Receiver on behalf of the Debtors be at liberty and it is hereby
empowered to borrow monies from Callidus in excess of availability under the Loan Agreement
(hereafter “Overadvances™) on the terms and at the rate of interest set out in the Loan Agreement
for such period or periods of time as the Receiver may arrange with Callidus, for the purpose of
payment of the Debtors operating expenses and the reasonable fees and disbursements of the

Receiver and its legal counsel.
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\] e THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

' adv1ce and d1rect1ons in the discharge of its powers and duties hereunder.

26.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting
- as a trustee in bankruptcy of the Debtors.

27.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

28.  THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
for the recognition of this Ordér and for assistance in carrying out the terms of this Order, and
that the Receiver is authorized and empowered to act as a representative in respect of the within
proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

29.  THIS COURT ORDERS that the Applicant shall have its costs of this application, up to
and including entry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant's security, ther_x on a substantial indemnity basis
to be paid by the Receiver from the Debtors' estates with such priority and at such time as this

Court may determine.

30. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order.
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T ToRONTO3 1M%HIS\CQUR€&ERS that confidential appendices 1, 2, 3 and 5 to the Report be and
- ealed pending further Order of this Court.
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DUFF & PHELPS

COURT FILE NO: CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

CALLIDUS CAPITAL CORPORATION

APPLICANT
- AND -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

RESPONDENTS

FIRST REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER

NOVEMBER 19, 2013

1.0 Introduction

1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc. (“D&P”)
in its capacity as receiver (“Receiver”) of the property, assets and undertaking of
Xchange Technology Group LLC, IT Xchange Inc., IT Xchange Corp.,
BlueRange Technology Corp., BlueRange Technology Inc., IT Xchange Financial
Services LLC and Partstock Computer LLC (collectively, the “XTG Debtors”).

2. The XTG Debtors have numerous foreign affiliates that are not subject to these
proceedings. They are: IT Xchange Limited (UK); IT Xchange Japan LLC
(Japan); Hire Information Technology Ltd. (UK); Xchange Technology Rentals
Ltd. (UK); IT Xchange Macao Commercial Offshore Ltd. (Macao); IT Xchange Pty
Ltd. (Australia); and Xchange Technology GmbH (Germany) (collectively, the
“Foreign Affiliates” and together with the XTG Debtors, referred to as the “XTG
Group”). A corporate organizational chart is provided in Section 2 below.

3. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) made on October 29, 2013 (the “Receivership Order”), D&P was
appointed Receiver. A copy of the Receivership Order and the Endorsement of
the Honourable Justice Morawetz is attached as Appendix “A”.
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1.1

1.2

On October 30, 2013, the Receiver, as Foreign Representative, commenced

proceedings in the United States Bankruptcy Court for the District of Delaware
(“US Court”) seeking recognition of the Canadian receivership proceeding as a
foreign non-main proceeding under Chapter 15 of the US Bankruptcy Code. On
October 30, 2013, the US Court entered an order granting provisional relief in aid
of the Canadian proceeding, a copy of which is attached as Appendix “B”.

5. The purpose of these proceedings is to complete a sale transaction for
substantially all of the XTG Debtors’ business and assets through a Court
supervised sale process (“Sale Process”).

Purposes of this Report

1. The purposes of this report are to:

a)

b)

c)

d)

f)

Currency

Provide background information about the XTG Group;

Summarize the results of the Sale Process carried out by the Receiver in
accordance with the Receivership Order;

Summarize a transaction (the “Transaction”) between the Receiver and
2393134 Ontario Inc. (the “Purchaser”), an entity incorporated by Callidus
Capital Corporation (“Callidus”), the senior secured creditor of the XTG
Debtors and the “stalking horse” bidder in the Sale Process, which
contemplates the sale to the Purchaser or its nominee(s) of substantially
all of the XTG Debtors’ business and assets (the “Purchased Assets”)
pursuant to an Asset Purchase Agreement dated October 25, 2013
between the Receiver and the Purchaser (the “Stalking Horse
Agreement”);

Summarize an issue involving Devang Shah (“Shah”), a former Account
Executive in the “Partstock” division of the XTG Debtors, in connection
with a Non-Disclosure and Non-Solicitation Agreement dated May 1, 2009
between the XTG Debtors and Shah (the “NDSA");

Provide an overview of the Receiver’s activities since the commencement
of these proceedings; and

Recommend that this Honourable Court issue an Order vesting title in
and to the Purchased Assets in the Purchaser or its nominee(s) free and
clear of all liens, claims and encumbrances (the “Vesting Order”).

1. All currency references in this Report are to US dollars unless otherwise
specified.
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2.0 Background Information

1.

XTG Group was founded in 1996 in Ontario by Jeff McFarlane (“McFarlane”).
XTG Group’s corporate organizational chart is as follows (the XTG Debtors are

shaded):

Jeff McFarlane

WW Class
Holdings
BVI)

Xchange
Technology
GroupLLC

us)

IT
Xchange
Inc.
(Canada)

IT
Xchange
Corp.
(Us)

BlueRange
Technology
Corp.
(CS)

IT
Xchange
Limited
(UK)

IT Xchange
Macao
Commercial
Offshore
Ltd. (MCO)

IT
Xchange
Pty Ltd.

(Australia)

BlueRange
Technology
Inc.
(Canada)

Xchange
Technology
GmbH
(Germany)

IT Xchange
Financial
Services

LLC
(CS)

PartStock
Computer
LLC
(CS)

IT Xchange
JapanLLC

(Japan)

Xchange
Technology
RentalsLtd.

(UK)

Hire
Information
Technology

Limited

(UK)

2. XTG Group is a supplier of information technology (“IT”) products with operations
in Canada, the United States, the United Kingdom, Germany, Australia, Macao
and Japan. XTG Group also provides IT rental assets and programs, including
servers, storage devices, laptops and desktop computers.
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3.0
3.1

XTG Group’s Canadian and US head offices are located in Oakville, Ontario and
Morrisville, North Carolina, respectively. These facilities are leased, as are the
other eight North American facilities from which the XTG Debtors currently
operate.  These other facilities are located in Richmond Hill, Ontario,
Minneapolis, Georgia, Washington, Maine, lllinois, Connecticut and California.

At the commencement of the receivership proceedings, XTG Group employed
approximately 260 individuals globally. There are presently approximately 242
employees, including 53 in Canada and 97 in the US.

XTG Group’s workforce is not unionized; it does not maintain any employee
pension plans.

Further background information about XTG Group is provided in the Report of
the Proposed Receiver dated October 25, 2013 (“Report of the Proposed
Receiver”), a copy of which is attached as Appendix “C”, without appendices.

Sale Process

Sale Process Overview

1.

The Report of the Proposed Receiver provides details of the XTG Group’s pre-
filing activities to attempt to refinance its business. This included two extensive
refinancing processes: one conducted by Canaccord Genuity Corporation
(“Canaccord Genuity”) and one by KPMG Corporate Finance Inc. (“KPMG”). The
targets contacted during the refinancing processes included certain parties that
would have had a strategic interest in XTG Group.

Paragraph 4 of the Receivership Order authorized and directed the Receiver to
accept the Stalking Horse Agreement subject to a Superior Bid (as defined in the
Receivership Order) resulting from the Sale Process submitted on or before the
bid deadline of November 19, 2013 (the “Bid Deadline”).

The Sale Process was expedited for four principal reasons: a) the breadth and
duration of the pre-filing marketing efforts to identify a party to refinance the XTG
Debtors; b) the inability to generate an offer from the refinancing efforts; c¢) the
distressed state of the business; and d) the need to quickly stabilize the business
to prevent erosion in stakeholder confidence.

Immediately following the granting of the Receivership Order, the Receiver
commenced the Sale Process in accordance with the Receivership Order, as
follows:

° The Receiver distributed an interest solicitation letter detailing the
acquisition opportunity (“Teaser”). The Teaser included the Receiver’s
recommendation that bidders submit their offers substantially in the form
of the Stalking Horse Agreement;
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° The Teaser was circulated to a list of 88 prospective purchasers
developed by the Receiver (the “Buyers List”). The Buyers List was
comprised of 30 strategic parties and 58 financial parties, including
parties that were previously identified and approached by Canaccord
Genuity and/or KPMG. (Further details on the Canaccord Genuity and
KMPG processes, including the results thereof, are detailed in the Report
of the Proposed Receiver.);

° Attached to the Teaser was a form of confidentiality agreement (“CA”)
that interested parties were required to sign in order to obtain a copy of
the XTG Debtors’ confidential information memorandum (*CIM”) and to
access an online data room established by the Receiver;

° The data room established by the Receiver contained historical and
projected financial information and other information, including employee
data, occupancy leases, supplier and customer information and certain
contracts and agreements. Copies of the Stalking Horse Agreement and
the CIM were also included in the data room; and

° The Receiver facilitated due diligence requests from interested parties.

3.2 Sale Process Results

1. The results of the Sale Process are summarized as follows:
° Three parties executed the CA and were provided access to the data
room; and
° No offers were submitted on or prior to the Bid Deadline.
2. On November 19, 2013, the Receiver advised Callidus that it was the “successful

bidder” and that the Receiver would promptly file motion materials to apply for the
Vesting Order contemplated by Paragraph 4 of the Receivership Order.

4.0 The Transaction

1. The Transaction was detailed in the Report of the Proposed Receiver and is
summarized as follows:

° Purchased Assets: Substantially all of XTG Debtors’ business and
assets, including the shares of the Foreign Affiliates. The most significant
excluded assets are the real property leases for the leased premises in
Minneapolis, Minnesota and Oakville, Ontario. The XTG Debtors intend
to exit these facilities.
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° Purchase Price: To be paid by credit bid and calculated as follows:
Callidus debt on closing less $3 million, plus priority payables. As at the
date of this Report, the purchase price would be approximately $35
million.

° Assumed Obligations: Purchaser to assume all obligations related to
transferred employees, obligations under assumed contracts, priming
claims (unless paid in full on or prior to closing) and post-filing obligations
incurred from operating the business.

° Employees: Purchaser intends to offer employment to substantially all of
the existing employees, other than the vast majority of the employees of
the Partstock business unit, which is in the process of transitioning from
Minneapolis to North Carolina, and the BlueRange business unit, which is
in the process of being wound down.

° Representations and warranties: Consistent with insolvency transactions,
i.e. to be completed on an “as is, where is” basis without material
representations and warranties.

° Closing: Subject to obtaining the Vesting Order from this Court on
November 22, 2013 and the US Court on November 25, 2013, the
Receiver expects the Transaction to close in December, 2013.

° Conditions: Only material condition precedent to closing is approval and
issuance of a Vesting Order by this Honourable Court and the US Court.
A copy of the Stalking Horse Agreement is attached as Appendix “D”.

° Transition Services Agreement (“TSA"): To provide for a seamless
transition of the XTG Debtors’ business to the Purchaser, the Stalking
Horse Agreement contemplates that the Purchaser and the Receiver will
enter into a TSA. The TSA will contemplate that, inter alia, during the
transition period:

i. The XTG Debtors will continue to employ those employees who
are not hired by the Purchaser at closing until such employees are
terminated by the Receiver on behalf of the XTG Debtors in
accordance with the Receivership Order;

ii. The Receiver will continue to occupy, for use by the Purchaser,
the XTG Debtors’ leased premises in Minneapolis and Oakville
until such time as those leased premises are no longer required,
following which those leases will be disclaimed by the Receiver;
and
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During the transition period, the Purchaser will reimburse the
Receiver for all costs incurred by the XTG Debtors in connection
with the TSA, including employee costs and rent. The Purchaser
is also to indemnify the Receiver for all expenses and liabilities of
the Receiver resulting from the Purchaser's actions and/or
omissions during the transition period.

4.1 Recommendation

1. The basis for the Receiver’s support of the Transaction was set out in the Report
of the Proposed Receiver. The Receiver recommends that the Court issue the
Vesting Order for similar reasons, including:

In the Receiver’s view, the Sale Process was commercially reasonable in
the circumstances. It was carried out in accordance with the Court-
approved Sale Process;

Further marketing efforts are unlikely to result in a superior transaction
and any delay could jeopardize the ongoing operations of the XTG
Debtors;

Absent the closing of the Transaction, there would not be funding
available to continue the XTG Debtors’ operations. A transaction must be
completed promptly in order for the business to continue to operate on a
going-concern basis. The Transaction also eliminates the uncertainty
regarding the status of the business, operations and viability of the XTG
Debtors;

The Transaction contemplates the continuation of the XTG Debtors’
operations and preserves employment for approximately 230 employees
of the XTG Group; and

The Transaction provides for the greatest recovery available in the
circumstances — no other offers were submitted under the Sale Process
and the value of the Transaction significantly exceeds the liquidation
value of the XTG Debtors’ assets. Accordingly, the Receiver believes the
Transaction is in the best interests of all relevant stakeholders.

2. The proposed form of Vesting Order contemplates that a Receiver's Certificate
will be delivered to the Purchaser on the closing of the Transaction and
subsequently filed with the Court, which will, inter alia, confirm the names of the
entities in which the Purchased Assets have vested. The Receiver believes this
provision is required as the organizational structure has not yet been finalized.

3. Based on the foregoing, the Receiver respectfully recommends that this Court
grant the proposed Vesting Order.
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5.0 Non-Disclosure and Non-Solicitation Agreement

1.

The XTG Debtors’ restructuring plan contemplates transitioning the Partstock
business from its location in Minneapolis to its location in North Carolina. This
transition resulted in the XTG Debtors terminating the employment of five
members of Partstock’s senior management on October 28, 2013.

On May 1, 2009, Shah entered into the NDSA, pursuant to which he is prohibited
from, inter alia, direct and indirect customer solicitation for a period of 12 months
following his last day of employment with the XTG Debtors. Until his termination
on October 28, 2013, Shah was an Account Executive with frequent contact with
customers of the Partstock business unit.

The Receiver understands that Shah violated the NDSA prior to his termination
by actively soliciting Partstock customers and sending them to a competitor by
the name of FireFly Computers LLC, which is non-arm’s length to him. In
addition, since October 28, 2013, XTG Debtors’ Management has advised the
Receiver that Shah has continued to violate the NDSA and certain terms of the
Receivership Order by continuing to solicit customers of the XTG Debtors.

Shah claims, among other things, that the NDSA is unenforceable and that an
amendment to the NDSA was entered into on August 3, 2013 (the
“Amendment”), pursuant to which the term of the NDSA was reduced from 12
months to two months.

The Receiver notes that the Amendment was executed by McFarlane, on behalf
of the XTG Debtors, at a time when he did not have authority to bind the XTG
Debtors, which the Receiver is advised by management of the XTG Debtors was
known or ought to have been known to Shah at that time. McFarlane and
Callidus entered into a Withdrawal Agreement dated June 6, 2013 requiring
McFarlane to relinquish his management and executive authority (the
“Withdrawal Agreement”). Pursuant to the Withdrawal Agreement, the executive
and management authority over XTG Group was delegated at that time to Alan
Rupp, XTG Group’s Chief Financial Officer.

In respect of this dispute, the Receiver's counsel and Shah exchanged
correspondence dated November 4, 2013, November 7, 2013, November 11,
2013 and November 14, 2013. Copies of this correspondence are attached as
Appendix “E”.

As noted in the correspondence, the Receiver has advised Shah that if he
continues to violate the NDSA and/or the Receivership Order, the Receiver
intends to seek injunctive or other relief against him.
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6.0 Overview of the Receiver’s Activities

1.

An overview of the Receiver’s activities since the date of its appointment is as
follows:

Carrying out the Receiver’s duties and responsibilities in accordance with
the Receivership Order;

Attending daily at the XTG Debtors’ premises in Morrisville, North
Carolina and Oakville, Ontario;

Attending at the XTG Debtors’ premises in Minneapolis, Minnesota on
October 29 and 30, 2013 in order to assist the XTG Debtors to implement
its transition plan;

Corresponding extensively with legal counsel concerning issues with
respect to the directorships of the Foreign Affiliates and executing
shareholders resolutions in respect thereof;

Corresponding with HSBC Bank Canada (“HSBC”) in order to remove a
“block” on certain bank accounts of the XTG Debtors that was
implemented by HSBC prior to the commencement of the receivership
proceedings;

Assisting the XTG Debtors to prepare a communication strategy that was
implemented at the commencement of these proceedings;

Reviewing on a daily basis all transactions from the XTG Debtors’ bank
accounts;

Reviewing the XTG Debtors’ funding requests submitted to Callidus;
Reviewing the XTG Debtors’ post-filing purchase orders;
Reviewing post-filing disbursements;

Assisting the XTG Debtors to compile certain information required for the
filing, including creditor listings and schedules to the Stalking Horse
Agreement;

Attending and participating, either in person or by conference call, at each
employee meeting convened on October 29, 2013 and October 30, 2013
for the purpose of explaining the implications of the receivership
proceedings to the XTG Group’s worldwide employee base;

Carrying out the Receiver’'s statutory obligations, including drafting and
filing the Receiver’s notice and statement in accordance with subsections
245(1) and 246(1) of the Bankruptcy and Insolvency Act;
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° Carrying out the Sale Process;

® Drafting Sale Process materials, including the Teaser, CA and Buyers
List;
o Corresponding with prospective purchasers over the course of the Sale

Process, including following up with the parties on the Buyers List in order
to confirm their interest, if any;

° Providing prospective purchasers with access to the data room and
facilitating diligence, as required,;

° Assisting the XTG Debtors to prepare financial projections under various
scenarios for the period ending December 31, 2014;

o Corresponding with certain suppliers of the XTG Debtors regarding the
supply of goods and services during the receivership proceedings and
arranging for continuity of supply with certain suppliers who discontinued
service at the outset, including Tech Data Canada Corp. and Federal

Express;

o Corresponding with certain of the XTG Debtors’ customers, as required;

. Dealing with legal counsel in connection with the NDSA breaches detailed
in this Report;

o Corresponding extensively with the Receiver's Canadian and US legal

counsel and legal counsel to Callidus;
2 Drafting this Report; and

» Other matters pertaining to the administration of this mandate.

7.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver respectfully recommends that this
Honourable Court make an order granting the relief detailed in Section 1.1 of this
Report.

All of which is respectfully submitted,
/ .
f’
Dﬂ% £ //MZ@ Canada WW/OCQ
(

DUFF & PHELPS CANADA RESTRUCTURING INC.

IN ITS CAPACITY AS RECEIVER OF XCHANGE TECHNOLOGY GROUP LLC,

IT XCHANGE INC., IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP,,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC AND NOT IN ITS PERSONAL CAPACITY
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Court File No. CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR. ) | FRIDAY, THE 22"P
. )
JUSTICE MORAWETZ ) DAY OF NOVEMBER, 2013
BETWEEN:

CALLIDUS CAPITAL CORPORATION
Applicant

-and -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE FINANCIAL SERVICES
LLC, IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., PARTSTOCK COMPUTER LLC AND
IT XCHANGE INC.

A&A—N‘D VESTING ORDER

THIS MOTION, made by Duff & Phelps Canada Restructuring Inc. (“Duff & Phelps”

Respondents

or the “Receiver”) in its capacity as Court-appointed receiver over all of the property, assets and
undertakings of the Respondents (collectively, the “XTG Debtors”), for an order approving the
sale transaction (the “Transaction”) contemplated by an Asset Purchase Agreement dated
October 25, 2013 (the “Sale Agreement”) between the Receiver and 2393134 Ontario Inc., (the

“Purchaser”) and vesting in the Purchaser or its nominees the right, title and interest of the
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XTG Debtors in and to the Purchased Assets as described in the Sale Agreement, was heard this

day at 330 University Avenue, Toronto, Ontario.

ON READING the First Report of the Receiver dated November 19, 2013, and on
hearing the submissions of counsel for the Receiver, Callidus Capital Corporation, the Purchaser,
and Jeffrey McFarlane, no one else appearing for any other person on the service list, although

properly served as appears from the Affidavit of Mary Gartland sworn November 20, 2013, filed.

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the

Motion Record herein, be and is hereby abridged such that the motion is properly returnable

today and this Court hereby dispenses with further service tW E )

' &s no So{?ﬁo*r‘ ’Snd
2. THIS COURT O ERS ND ECLAREY that the Fra
UJOS VQK?\V éc |r\ i befsJ T\

directed to take such additional steps and execute such additional documents as may be

necessary or desirable for the completion of the Transaction and for the conveyance of the

Purchased Assets to the Purchaserm- its nominees OV Mignéﬁg @

3. THIS COURT ORDERS A D DECLARES that upon the delivery of a Receiver’s
Certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
“Receiver’s Certificate”), all of the right, title and interest of the XTG Debtors in and to the
Purchased Assets shall vest absolutely in the Purchaser, its nominees or assignees named in the
Receiver’s Certificate, free and clear of and from any and all security interests (whether
contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed trusts (whether
contractual, statutory, or otherwise), liens, executions, levies, charges, or other financial or
monetary claims, whether or not they have attached or been perfected, registered or filed and
whether secured, unsecured or otherwise (collectively, the "Claims") including, without limiting
the generality of the foregoing: (i) any encumbrances or charges created by the Order of the
Honourable Justice Morawetz dated October 29, 2013 (ii) and all charges, security interests or
claims evidenced by registrations pursuant to the Personal Property Security Act (Ontario) or

any other personal property registry system (all of which are collectively referred to as the

Doc#2865336v3B
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"Encumbrances) and, for greater certainty, this Court orders that all of the Encumbrances
affecting or relating to the Purchased Assets are hereby expunged and discharged as against the

Purchased Assets. -

4. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of
the Receiver's Certificate, forthwith after delivery thereof.

5. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser all human resources and payroll information in the
Company's records pertaining to the XTG Debtors’ past and current employees. The Purchaser
shall maintain and protect the privacy of such information and shall be entitled to use the
personal information provided to it in a manner which is in all material respects identical to the

prior use of such information by the XTG Debtors. |
6. THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;

(b) .any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the XTG Debtors and any

bankruptcy order issued pursuant to any such applications; and
©) any assignment in bankruptcy made in respect of the XTG Debtors;

the vesting of the Purchased Assets in the Purchaser, its nominees or assignees pursuant to this
Order shall be binding on any trustee in bankruptcy that may be appointed in respect of the XTG
Debtors and shall not be void or voidable by creditors of the XTG Debtors, nor shall it constitute
nor be deemed to be a settlement, fraudulent preference, assignment, fraudulent conveyance,
transfer at undervalue, or other reviewable transaction under the Bankruptcy and Insolvency Act
(Canada) or any other applicable federal or provincial legislation, nor shall it constitute
oppressive or unfairly prejudicial conduct pursuant to any applicable federal or provincial

legislation.
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7. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).

8. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

— il "
Tt ]
/ V4 ‘ 4 [ J
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Schedule A — Form of Receiver’s Certificate

Court File No. CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:
CALLIDUS CAPITAL CORPORATION

Applicant

-and -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE FINANCIAL SERVICES
LLC, IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., PARTSTOCK COMPUTER LLC AND

IT XCHANGE INC.
Respondents
RECEIVER’S CERTIFICATE
RECITALS
A. Pursuant to an Order of the Honourable Mr. Justice Morawetz of the Ontario Superior

Court of Justice (the "Court") dated October 29, 2013, Duff & Phelps Canada Restructuring Inc.
was appointed as the receiver (the "Receiver") of all of the property, assets and undertakings of

the Respondents (collectively, the “XTG Debtors”).

B. Pursuant to an Order of the Court dated November 22, 2013, the Court approved the
Asset Purchase Agreement dated October 25, 2013 (the “Sale Agreement”) between the
Receiver and 2393134 Ontario Inc. (the “Purchaser”), and provided for the vesting in the
Purchaser, its nominees or assignees of the Debtors’ right, title and interest in and to the

Purchased Assets, which vesting is to be effective with respect to the Purchased Assets upon the
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delivery by the Receiver to the Purchaser of a certificate confirming (i) the payment by the
Purchaser of the Purchase Price for the Purchased Assets; (ii) that the conditions to Closing as set
out in the Sale Agreement have been satisfied or waived by the Receiver and the Purchaser; (iii)
the names of the entities in which the Purchased Assets are to be conveyed and vested; and (iv)

the Transaction has been completed to the satisfaction of the Receiver.

o Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
THE RECEIVER CERTIFIES the following:

L The Purchaser, its nominees or assignees has/have paid and the Receiver has received the
Purchase Price for the Purchased Assets payable on the Closing Date pursuant to the Sale

Agreement;

2. The conditions to Closing as set out in the Sale Agreement have been satisfied or waived

by the Receiver and the Purchaser, its nominees or assignees;

3. The Purchased Assets are to be conveyed to and vested in, the following nominees or

assignees of the Purchaser:

[TO BE COMPLETED]
4. The Transaction has been completed to the satisfaction of the Receiver.
5. This Certificate was delivered by the Receiver at [TIMEI on [DATE].
DUFF & PHELPS CANADA

RESTRUCTURING INC,, in its capacity as
Court-appointed Receiver over all of the
property, assets and undertakings of the
Respondents, and not in its personal capacity

Per:

Name:
Title:

Doc#2865336v3B
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Case 13-12809-KG Doc 47 Filed 11/25/13 Page 1 of 18

UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre:
Chapter 15

Xchange Technology Group LLC, et al.!, E

| Case No. 13-12809 (KG)
Debtors in a Foreign Proceeding. :

: (Jointly Administered)

| Ref. Docket No. 26

ORDER PURSUANT TO SECTIONS 105(A), 363, 1501,

AND 1521 OF THE BANKRUPTCY CODE, AND BANKRUPTCY RULES 2002, 6004,
AND 9014, FOR ENTRY OF AN ORDER (I) RECOGNIZING AND ENFORCING THE
APPROVAL ORDER AND VESTING ORDER, (I1) AUTHORIZING THE SALE OF
SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS FREE AND CLEAR OF ANY
AND ALL LIENS, CLAIMS, ENCUMBRANCES, AND OTHER INTERESTS,

(III) AUTHORIZING ASSIGNMENT OF CERTAIN EXECUTORY
CONTRACTS AND UNEXPIRED LEASES, AND (IV) GRANTING RELATED RELIEF

Upon consideration of the Motion (the “Motion”)* of Duff & Phelps Canada
- Restructuring Inc., in its capacity as the court-appointed receiver and authorized foreign
representative (the “Receiver”) for the above-captioned debtors (collectively, the “Debtors”) in

the proceeding (the “Canadian Proceeding”) commenced under Canada’s Bankruptcy and

Insolvency Act (Canada), R.S.C. 1985, c. B-3, as amended, and pending before the Ontario

Superior Court of Justice, Commercial List (the “Canadian Court™), for the entry of an order,

pursuant to sections 105(a), 363(b), (f), (m), and (n), 1501, and 1521 of title 11 of the United

States Code (the “Bankruptcy Code”), Rules 2002, 6004, and 9014 of the Federal Rules of

Bankruptcy Procedure (the “Bankruptcy Rules”) and Rule 6004-1 of the Local Rules of

! The last four digits of the United States Tax Identification Number, or similar foreign identification

number, as applicable, follow in parentheses: Xchange Technology Group LLC (9024); BlueRange
Technology Corp. (0843); BlueRange Technology Inc. (84663 1695); IT Xchange Corp. (8738); IT
Xchange Financial Services LLC (3557); IT Xchange Inc. (89168 2031); and Partstock Computer LLC
(9157).

g Capitalized terms not otherwise defined herein shall have the meanings given to them in the Motion.
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Bankruptcy Practice and Procedure for the United States Bankruptcy Court for the District of

Delaware (the “Local Rules™): (a) recognizing and enforcing paragraphs 4-5 of the Receivership

Order (as defined below) (such paragraphs in the Receivership Order, the “Approval Order”) and
the Vesting Order, pursuant to which the Canadian Court will have authorized the sale and
transfer (the “Sale”) by the Receiver of the Debtors’ right, title, and interest in and to

substantially all of the Debtors’ assets (collectively, the “Purchased Assets™) to 2393134 Ontario

Inc., or such other purchaser that has submitted a Superior Offer (as defined in that certain Asset

Purchase Agreement (the “Purchase Agreement”), by and between the Receiver and 2393134

Ontario Inc., an entity wholly owned by Callidus Capital Corporation (the “Purchaser”), dated
October 25, 2013, a copy of which is attached hereto as Exhibit B), free and clear of all claims,

liabilities and encumbrances, except as set forth in the Purchase Agreement; (b) authorizing,

pursuant to section 363 of the Bankruptcy Code, the Sale of the Debtors’ right, title, and interest
in and to the Purchased Assets to the Purchaser, free and clear of all Interests (as defined in the
U.S. Sale Order), except as otherwise provided in the Purchase Agreement; (c) authorizing and
approving, to the extent provided for in the Vesting Order, the assignment of the Assumed
Contracts (as defined in the Purchase Agreement); and (d) granting certain related relief; and this
Court having entered the Order Granting Recognition of Foreign Nonmain Proceeding and

Certain Related Relief (the “Recognition Order”); and upon the Receiver’s Report and such other

reports that have been filed by the Receiver in connection with the Sale Process and Sale [Docket
No. 37]; and all parties in interest having been heard, or having had the opportunity to be heard,
regarding the recognition and enforcement of the Approval Order and the Vesting Order and the
approval of the Purchase Agreement and transactions contemplated thereby; and the Canadian

Court having entered the Approval Order and Vesting Order; and this Court having reviewed and
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considered the Motion, and the arguments of counsel made, and the evidence adduced, at a
hearing before this Court (the “Sale Hearing™); and upon the record of the Sale Hearing and these
chapter 15 cases, and after due deliberation thereon, and good cause appearing therefor, and in
accordance with Rule 7052 of the Bankruptcy Rules, it is hereby

FOUND AND DETERMINED THAT:

A. The Canadian Court has duly entered the Approval Order and Vesting
Order: (i) approving and authorizing the Vendor’s execution of the Purchase Agreement and
consummation of ’the sale of the Purchased Assets and the assignment of the Assumed Contracts
free and clear of all Interests; and (ii) requesting aid and recognition from this Court to give
effect to the Approval Order and Vesting Order.

B. This Court has jurisdiction and authority to hear and determine the Motion
pursuant to 28 U.S.C. §§ 1334 and 157(b). Venue of these chapter 15 cases and the Motion in

this Court and this District is proper under 28 U.S.C. § 1410.

C. Based on the affidavits of service filed with, and representations made to,
this Court: (i) notice of the Motion, the Sale Hearing, and the Sale was proper, timely, adequate,
and sufficient under the circumstances of these Chapter 15 Cases and these proceedings and
complied with thé various applicable requirements of the Bankruptcy Code and the Bankruptcy
Rules; and (ii) no other or further notice of the Motion, the Sale Hearing, the Sale, or the entry of
the U.S. Sale Order is necessary or shall be required.

D. The Receiver provided a reasonable opportunity to object and be heard
with respect to the Sale, the Motion, and the relief requested therein to the necessary parties in
interest, including the following: (i) all known creditors of the Debtors or holders of Interests;

(i1) all parties to litigation pending in the United States in which the Debtors are a party as of the
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Petition Date; (iii) the Office of the United States Trustee for the District of Delaware; (iv) the
United States Attorney’s Office for the District of Delaware; (v) the Internal Revenue Service;
(vi) the United States Department of Justice; (vii) counsel for the Purchaser; (viii) counsel to
Callidus; (ix) all persons or entities known to have liens on the Purchased Assets; (x) all
counterparties to the Assumed Contracts; (xi) all parties that expressed an interest in the Debtors
as a result of the prepetition marketing process employed by Cannaccord and KPMG:; and
(xii) all other persons to whom notice is required pursuant to this Court’s Order Specifying
Form and Manner of Service of Notice [Docket No. 18].

E. The U.S. Sale Order constitutes a final and appealable order within the
meaning of 28 U.S.C. § 158(a). |

F. The relief granted herein is necessary and appropriate, is in the interest of
the public, promotes international comity, is consistent with the public policy of the United
States, is warranted pursuant to sections 105(a), 363(b), (f), (m), and (n), 1501, and 1521 of the
Bankruptcy Code, and will not cause any hardship to any parties in interest that is not
outweighed by the benefits of the relief granted.

G. The Vesting Order provides for the assignment of the Assumed Contracts,

- as permitted under the Bankruptcy and Insolvency Act, and such provisions of the Bankruptcy
and Insolvency Act are consistent with section 365(f) of the Bankruptcy Code. As such,
enforcement in the United States of the assignment of the Assumed Contracts to the Purchaser
does not present any public policy conflict or any issue concerning protection of the interests of
the parties to the Assumed Contracts that would prevent this Court from entering the U.S. Sale

Order.
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H. Based on information contained in the Receiver’s Report and the Boyer
Affidavit, the Debtors, through its financial advisor, conducted a prepetition marketing process
to solicit interest in refinancing the Debtors’ secured obligations. The Canadian Court found that
the prepetition marketing process was sufficient and appropriate under the circumstances to
support approval of the Sale pursuant to the terms of the Purchase Agreement and entered the
Approval Order.

L. The Receiver has recommended the Sale in accordance with the Purchase
Agreement, including the assignment of the Assumed Contracts. The Purchaser is able and has
agreed to assume and perform the obligations of the Debtors under the Assumed Contracts in
accordance with their terms, including the payment of arrears in accordance with the Purchase
Agreement and it is appropriate that the Purchased Assets, including the Assumed Contracts, be
transferred, assigned, and vested in the Purchaser.

J. The consideration provided by the Purchaser for the Purchased Assets is
the highest or otherwise best offer.

K. The Purchase Price constitutes fair consideration and reasonably
equivalent value for the Purchased Assets under the Bankruptcy Code, the Uniform Fraudulent
Transfer Act, the Uniform Fraudulent Conveyance Act, and the laws of the United States, any
state, territory, possession thereof, or the District of Columbia.

L. No bulk sales law or any similar law of any state or other jurisdiction shall
apply in any way to the Sale.

M. Time is of the essence in consummating the Sale. To maximize the value
of the Purchased Assets, it is essential that the Sale occur promptly. Accordingly, there is cause

to waive the stay that would otherwise be applicable under Bankruptcy Rule 6004.
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N. Based upon information contained in the Receiver’s Report and the Boyer
Affidavit, the negotiations over the terms of the Purchase Agreement were conducted fairly, in
good faith, and without collusion, and thus the Purchaser has acted in good faith within the
meaning of section 363(m) of the Bankruptcy Code, and neither the Receiver nor the Purchaser
engaged in any conduct that would cause or permit the Purchase Agreement or the
consummation of the Sale to be avoided, or costs or damages to be imposed, under section
363(n) of the Bankruptcy Code.

0. Neither the Purchaser nor any of its affiliates or their respective
representatives is an “insider” of any of the Debtors, as that term is defined in Bankruptcy Code
section 101(31).

P. The Purchase Agreement was not entered into for the purpose of
hindering, delaying, or defrauding present or future creditors of the Debtors under the
Bankruptcy Code or under the laws of the United States, any state, territory, possession thereof,
or the District of Columbia.

Q. The Receiver may sell the Purchased Assets free and clear of all Interests,

to the extent provided in the Purchase Agreement, the Approval Order, the Vesting Order, and
the U.S. Sale Order, because, with respect to each creditor asserting an Interest, one or more of
the standards set forth in section 363(f)(1)-(5) of the Bankruptcy Code has been satisfied. Those
holders of Interests who did not object or who withdrew their objections to the Sale or the
Motion are deemed to have consented to the Motion and Sale pursuant to Bgnkruptcy Code
section 363(f)(2).

R. The Purchaser would not have entered into the Purchase Agreement and

would not consummate the transactions contemplated thereby, thus adversely affecting the

01:14205507.4



Case 13-12809-KG Doc 47 Filed 11/25/13 Page 7 of 18

Debtors, their creditors, and other parties in interest if either: (1) the sale of the Purchased Assets
to the Purchaser was not free and clear of all Interests, except as otherwise provided in the
Purchase Agreement; or (ii) the Purchaser would, or in the future could, be liable for any of such
Interests or any claims against the Debtors based upon successor or vicarious liability or
otherwise, except as provided in Purchase Agreement.

S. A sale of the Purchased Assets other than one free and clear of all
Interests, except as otherwise provided in the Purchase Agreement, would yield substantially less
value than the Sale; thus, the Sale free and clear of all Interests, in addition to all of the relief
provided herein, is in the best interests of the Debtors, their creditors, and other parties in
interest.

T. All findings of fact and conclusions of law announced by this Court at the
Sale Hearing are incorporated herein.

IT ISHEREBY ORDERED, ADJUDGED, AND DECREED THAT:

1. The Motion is granted.

2. The Approval Order and Vesting Order, copies of which are annexed to

the hereto as Exhibit 1 and Exhibit 2, respectively, are recognized in full and given full force and

effect in the United States.

3. The Sale pursuant to the terms of the Purchase Agreement and the transfer
and assignment of the Purchased Assets located within the United States is approved and
authorized pursuant to sections 363 and 1521 of the Bankruptcy Code.

4. All objections to the entry of the U.S. Sale Order that have not been
withdrawn, waived, or settled, or otherwise resolved pursuant to the terms hereof, are denied and

overruled on the merits, with prejudice.
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5. Pursuant to sections 105, 363, and 1521 of the Bankruptcy Code, and to
the extent permitted by the Approval Order and the Vesting Order, each of the Debtors, the
Purchaser, and the Receiver are authorized to take any and all actions necessary or appropriate
to: (a) consummate the Sale of the Purchased Assets to the Purchaser in accordance with the
Purchase Agreement, the Approval Order, the Vesting Order, and the U.S. Sale Order; and
(b) perform, consummate, implement, and close fully the Purchase Agreement, together with all
additional instruments and documents that may be reasonably necessary or desirable to
implement the Purchase Agreement and the Sale.

Transfer of the Purchased Assets

6. Pursuant to sections 105(a), 363(f), and 1521 of the Bankruptcy Code, and
as provided for in the Approval Order, and the Vesting Order, upon delivery of the Receiver’s

Certificate to the Purchaser in accordance with the Vesting Order, the Purchased Assets shall

absolutely vest, without further instrument of transfer or assignment, in the Purchaser (or such

other person(s) as the Purchaser may direct and the Receiver may agree; provided, however, that

no agreement will be required if such transfer is to an Affiliate (as such term is defined in the
Purchase Agreement) of the Purchaser that agrees to be jointly and severally liable with the
Purchaser) all rights, title, and interest of the Debtors to the Purchased Assets and shall be a
legal, valid, and effective transfer of the Purchased Assets free and clear any and all security
interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, pledges, options,
warrants, trusts or deemed trusts (whether contractual, statutory, or otherwise), encumbrances,
obligations, liabilities, demands, guarantees, restrictions, contractual commitments, rights,
including without limitation, rights of first refusal and rights of set-off, liens, executions, levies,
penalties, charges, or other financial or monetary claims, adverse claims, or rights of use, puts or

forced sales provisions exercisable as a consequence of or arising from the closing of the Sale,
01:14205507 4
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whether arising prior to or subsequent to the commencement of the Canadian Proceeding and
these Chapter 15 Cases, whether or not they have attached or been perfected, registered or filed
and whether secured, unsecured, legal, equitable, possessory or otherwise, actual or threatened
civil, criminal, administrative, regulatory, arbitral or investigative inquiry, action, complaint,
suit, investigation, dispute, petition or proceeding by or before any governmental authority or
person at law or in equity whether imposed by agreement, understanding, law, equity or
otherwise, and any claim or demand resulting therefrom including, without limiting the
generality of the foregoing: (a) any encumbrances or charges created by the Receivership Order
and/or any subsequent charges created by the Canadian Court; (b) all charges, security interests,
or claims evidenced by any personal property registry system in the United States; and

(c) Excluded Liabilities (as defined in the Purchase Agreement) (all the foregoing in this

paragraph 6, collectively, the “Interests™); provided, however, that nothing contained herein shall

derogate from the obligations of the Purchaser (or such other person(s) as the Purchaser may

direct and the Receiver may agree; provided, however, that no agreement will be required if such

transfer is to an Affiliate of the Purchaser that agrees to be jointly and severally liable with the
Purchaser) to assume the Assumed Obligations, including the Assumed Priority Payables, and to
perform its obligations under the Assumed Contracts, as set forth in the Purchase Agreement.

7. Except as expressly provided in the Purchase Agreement, the Approval
Order, the Vesting Order, and/or the U.S. Sale Order, pursuant to sections 105(a), 363(f), and

1521 of the Bankruptcy Code, upon the time of closing of the Sale (the “Time of Closing™):

(a) the Purchased Assets shall be sold, transferred, or otherwise conveyed to Purchaser (or such

other person(s) as the Purchaser may direct and the Receiver may agree; provided, however, that

no agreement will be required if such transfer is to an Affiliate of the Purchaser that agrees to be
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jointly and severally liable with the Purchaser) free and clear of all Interests, with all such
Interests to attach to the proceeds of Sale of the Purchased Assets in the order of their priority,
and with the same validity, priority, force, and effect which they now have as against the
Purchased Assets, subjecf to the rights, claims, defenses, and objections, if any, of the Debtors
and all parties in interest with respect to such Interests; (b) no holder of an Interest against the
Debtors shall interfere with the Purchaser’s title to or use and enjoyment of the Purchased Assets
based on or related to such Interests; and (c) the Purchase Agreement, the Sale, and any
instruments contemplated thereby shall be enforceable against and binding upon, and not subject
to rejection or avoidance by, the Debtors or any successor thereof. All persons or entities

holding Interests in, to or against the Purchased Assets are forever barred from asserting such

Interests against the Purchaser, its affiliates, successors and assigns, and current affiliates,
officers, directors, employees, managers, partners, members, financial advisors, attorneys,

agents, and representatives (collectively, the “Purchaser Releasees™) or such Purchased Assets

after the Time of Closing.

8. None of the Purchaser Releasees shall have or incur any liability to, or be
subject to any action by any Debtor, or any of the Debtors’ predecessors, successors, or assigns,
arising out of the negotiation, investigation, preparation, execution, or delivery of the Purchase
Agreement, or the entry into and consummation of the Sale, except as expressly provided in the
Purchase Agreement, the Approval Order, the Vesting Order, and/or the U.S. Sale Order.

9. Except as otherwise provided in the Purchase Agreement, any and all
Purchased Assets and in the possession or control of any person or entity, including, without
limitation, any vendor, supplier, or employee of the Debtors shall be transferred to the Purchaser

(or such other person(s) as the Purchaser may direct and the Receiver may agree; provided,

01:14205507 4
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however, that no agreement will be required if such transfer is to an Affiliate of the Purchaser
that agrees to be jointly and severally liable with the Purchaser) free and clear of all Interests,
and, upon reasonable request of the Purchaser, all such persons or entities are directed to
surrender possession of the Purchased Assets to the Purchaser (or such other person(s) as the

Purchaser may direct and the Receiver may agree; provided, however, that no agreement will be

required if such transfer is to an Affiliate of the Purchaser that agrees to be jointly and severally
liable with the Purchaser) at the Time of Closing.

10. To the extent permissible under the Approval Order and the Vesting
Order, the Purchaser, or its affiliates, members, and shareholders, shall not be deemed, as a result
of any action taken in connection with the Sale or the Purchaser’s post-closing use or operation
of the Purchased Assets, to: (a) be a successor to the Debtors; (b) have, de facto or otherwise,
merged or consolidated with or into the Debtors; or () be a continuation or substantial

continuation of the Debtors or any enterprise of the Debtors. Except for the Assumed

Obligations, the transfer of the Purchased Assets to the Purchaser under the Purchase Agreement,
the Approval Order, the Vesting Order, and the U.S. Sale Order shall not result in the Purchaser
Releasees having any liability or responsibility whatsoever: (y) for any Interest against the
Debtors or against an insider of the Debtors; or (z) to the Debtors, except as is expressly set forth
in the Purchase Agreement, the Approval Order, the Vesting Order, the U.S. Sale Order, and/or
any other order of the Canadian Court. Without limiting the generality of the foregoing, except
as otherwise provided in the Purchase Agreement, the Approval Order, the Vesting Order, or any
other order of the Canadian Court, the conveyance of the Debtors’ rights, title, and interest in the
Purchased Assets to Purchaser under the Purchase Agreement shall not result in any Purchaser

Releasee having any liability or responsibility whatsoever for any: (a) Interest, whether at law or

01:14205507.4
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in equity, whether by payment, setoff, or otherwise, directly or indirectly; (b) obligation under
any of the Debtors’ labor or employment agreements; (c) of the Debtors’ mortgages, deeds of
trust, and security interests; (d) intercompany loans and receivables between the Debtors and any
non-debtor subsidiary; (e) of the Debtors’ pension, welfare, compensation or other employee
benefit plans, agreements, practices and programs; (f) any of the Debtors” other employee,
worker’s compensation, occupational disease, unemployment, or temporary disability related
claim, including without limitation, claims that might arise under or pursuant to (i) the Employee
Retirement Income Security Act of 1974, as amended, (ii) the Fair Labor Standards Act,

(iit) Title VII of the Civil Rights Act of 1964, (iv) the Federal Rehabilitation Act of 1973, (v) the

National Labor Relations Act, (vi) the Worker Adjustment and Retraining Act of 1988, (vii) the

Age Discrimination and Employee Act of 1976 and Age Discrimination in Employment Act, as
amended, (viii) the Americans with Disabilities Act of 1990, (ix) the Consolidated Omnibus
Budget Reconciliation Act of 1985, (x) state discrimination laws, (xi) state unemployment
compensation laws or any other similar state laws, (xii) any other state or federal benefits or
claims relating to any employment with the Debtors or any of their predecessors; or (g) successor
or vicarious liabilities of any kind or character, including, but not limited to, federal, state or
other tax liabilities, U.S. or foreign pension liabilities, or liabilities based on any theory of
antitrust, environmental, labor law, alter ego, veil piercing, continuity of enterprise, mere
continuation, product line, de facto merger or substantial continuity, whether known or unknown,
whether legal or equitable, matured or unmatured, contingent or noncontingent, liquidated or
unliquidated, asserted or unasserted, whether arising prior to or subsequent to the
commencement of these Chapter 15 Cases, whether imposed by agreement, understanding, law,

equity or otherwise with respect to any of the Debtors or any obligations of the Debtors,
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including, but not limited to, in the case of liabilities on account of any taxes arising, accruing or
payable under, out of, in connection with, or in any way relating to the operation of the Debtors’
business prior to the Time of Closing or any taxes in connection with, or in any Wdy relating to
the cancellation of debt of the Debtors or their affiliates.

11. The entry of the U.S. Sale Order: (a) is and shall be effective as a
determination that, upon the Time of Closing, except as expressly provided in the Purchase
Agreement, the Approval Order, the Vesting Order, and/or the U.S. Sale Order, all Interests
existing as to the Purchased Assets prior to the Time of Closing, have been released,

extinguished, expunged, and discharged as against the Purchased Assets; and (b) shall be binding

upon and shall govern the acts of all entities, including, without limitation, all filing agents, filing
officers, title agents, title companies, recorders of mortgages, recorders of deeds, recorders of
fees, registrars of deeds, administrative agencies, governmental departments, secretaries of state,
federal, state, and local officials, and all other persons and entities, who may be required by
operation of law, the duties of their office, or contract, to accept, file, register or otherwise record
or release any documents or instruments that reflect that the Purchaser (or such other person(s) as

the Purchaser may direct and the Receiver may agree; provided, however, that no agreement will

be required if such transfer is to an Affiliate of the Purchaser that agrees to be jointly and
severally liable with the Purchaser) is the assignee of the Purchased Assets free and clear of all
Interests, except as expressly provided in the Purchase Agreement, the Approval Order, the
Vesting Order, and/or the U.S. Sale Order.

12. Each and every federal, state, and local governmental agency or
department is authorized and directed to accept any and all documents and instruments necessary

and appropriate to consummate the transaction contemplated by the Purchase Agreement.

01:14205507.4
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13. Except with respect to enforcing the terms of the Purchase Agreement, the
Approval Order, the Vesting Order, or the U.S. Sale Order, absent a stay pending appeal, no
person shall take any action to prevent or enjoin or otherwise interfere with consummation of the
transaction contemplated in or by the Purchase Agreement.

14. Effective as of the Time of Closing, the Approval Order, the Vesting
Order and the U.S. Sale Order shall constitute for any and all purposes a full and complete

general assignment, conveyance, and transfer of the Debtors’ interests in the Purchased Assets.

Treatment of Executory Contracts and Unexpired Leases

15, Asprovided in the Purchase Agreement, the Approval Order and the
Vesting Order, upon delivery of the Receiver’s Certificate, the Assumed Contracts shall be
transferred to, and remain in full force and effect for the benefit of, the Purchaser (or such other

person(s) as the Purchaser may direct and the Receiver may agree; provided, however, that no

agreement will be required if such transfer is to an Affiliate of the Purchaser that agrees to be
jointly and severally liable with the Purchaser) in accordance with their respective terms. The
transfer and assignment of the Assumed Contracts shall be valid notwithstanding any restriction,
condition, or prohibition contained in any such Assigned Contract relating to the assignment
thereof, (including those of the type described in sections 365(b)(2) and (f) of the Bankruptcy
Code) that prohibits, restricts, or conditions such assignment or transfer or requires the consent
of any party to such assignment or transfer.

16.  As provided in paragraph 3 of the Vesting Order, the assignment of the
rights and obligations of the Debtors under the Assumed Contracts to the Purchaser (or such

other person(s) as the Purchaser may direct and the Receiver may agree; provided, however, that

no agreement will be required if such transfer is to an Affiliate of the Purchaser that agrees to be

jointly and severally liable with the Purchaser), pursuant to section 2.01 of the Purchase
01:14205507.4
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Agreement, is valid and binding upon all of the counterparties to the Assumed Contracts, without
further documentation, as if the Purchaser was a party to the Assumed Contracts,
notwithstanding any restriction or prohibition contained in any such Assigned Contract relating
to the assignment thereof, including any provision requiring the consent of any party to an

Assigned Contract.

7. Each counterparty to the Assumed Contracts is prohibited from exercising
any right or remedy under the Assumed Contracts by reason of any defaults thereunder arising
from the commencement or pendency of the Canadian Proceeding or these Chapter 15 Cases or
the solvency or financial condition of the Debtors.

18.  To the extent there may be any dispute arising from the U.S. Sale Order’s
treatment of any Assumed Contract, including, but not limited to, disputes related to an
attempted post-Sale modification or termination of any Assumed Contract subject to this Court’s
Jurisdiction, regardless of whether such modification or termination is based upon restrictions or
prohibitions contained in any Assumed Contract relating to the assignment thereof, this Court
shall retain jurisdiction to enforce any and all terms and provisions of the Purchase Agreement,
the Approval Order, the Vesting Order, and/or U.S. Sale Order with respect to any such

Assigned Contract.

Winthrop Resources Corporation
19. With regard to that certain Lease Agreement Number Number IT121212

dated December 12, 2012, together with schedules and riders thereto (the “Winthrop Lease”),

between Winthrop Resources Corporation (“Winthrop™) and ITXchange Financial Services LLC
DBA Vernon Computer Source, and in resolution of Winthrop’s objection to the Motion: (1) the
Receiver elects to assume the Winthrop Lease and assign it to the Purchaser or its assign or

nominee as of the closing date of the Sale and Winthrop consents to the assumption and the
01:14205507.4

15



Case 13-12809-KG Doc 47 Filed 11/25/13 Page 16 of 18

assignment of the Winthrop Lease; (ii) the Receiver shall promptly pay rent due under the
Winthrop Lease for the period since the commencement of the Canadian Proceeding, and the
Purchaser shall, in accordance with the Purchase Agreement, promptly pay other amounts
necessary to cure payment defaults under the Winthrop Lease (which amounts equaled
$193,262.13 as of November 22, 2013, and will equal $45,896.95 upon settlement of the
$147,365.18 wire transfer to Winthrop that the Receiver initiated on November 25, 2013),
excluding any amounts relating to legal fees incurred by Winthrop (which legal fees shall be
resolved at a later date), upon assumption and assignment of the Winthrop Lease as of the
closing date of the Sale; (iii) the Receiver or the Purchaser, as applicable, will make future lease
payments under the Lease as they come due pending the assumption of the Lease; (iv) the
Receiver and/or the Purchaser will promptly disclose to Winthrop the identity of the Purchaser or
its assign or nominee that will take assignment of the Winthrop Lease and shall provide
Winthrop with an organizational chart showing the corporate structure of the Purchaser once
such structure is finalized; (v) the Receiver and/or the Purchaser shall provide Winthrop with
documents and information reasonably necessary to allow Winthrop to comply with applicable
regulatory requirements relating to the assumption and assignment of the Winthrop Lease; and
(vi) in the event the Receiver does not assume the Winthrop Lease, Winthrop shall be entitled to
the immediate possession of all equipment leased under the Winthrop Lease and shall have relief
from the automatic stay to collect such equipment without further order of this Court.

Additional Provisions

20.  The Purchaser, as a purchaser in good faith within the meaning of section
363(m) of the Bankruptcy Code, shall be entitled to all of the protections of section 363(m) of

the Bankruptcy Code. The reversal or modification on appeal of the authorization provided
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herein to consummate the Sale shall not affect the validity of the Sale unless, prior to the Time of
Closing, such authorization is duly stayed pending appeal.

21. The terms and provisions of the Purchase Agreement and the U.S. Sale
Order shall be binding on and inure to the benefit of the Debtors, the Purchaser, the Debtors’
creditors, and all other parties in interest, and any successors of the Debtors, the Purchaser and
the Debtors’ creditors, including any trustee(s), examiner(s), or receiver(s) appointed in these
cases or under any chapter of the Bankruptcy Code or any other law, and all such terms and
provisions shall likewise be binding on such trustee(s), examiner(s), or receiver(s) and shall not
be subject to rejection or avoidance by the Debtors, the Debtors, their creditors, or any trustee(s),
examiner(s), or receiver(s).

22. Subject to the terms and conditions of the Approval Order, the Vesting
Order and the Purchase Agreement, provisions of the Purchase Agreement and any related
agreements may be waived, modified, amended, or supplemented by agreement among the
Debtors and the Purchaser in a writing signed by the Debtors and the Purchaser without further

action or order of this Court.

23. The failure to include any particular provision of the Approval Order, the
Vesting Order, the Purchase Agreement, or any related agreements in the U.S. Sale Order shall
not diminish or impair the effectiveness of that provision, it being the intent of this Court that the
Approval Order, the Vesting Order, the Purchase Agreement, and any related agreements, with
such amendments thereto as may be made by the parties in accordance with the Approval Order,
the Vesting Order and the Purchase Agreement be approved and authorized in their entirety.

24.  Notwithstanding any provision in the Bankruptcy Rules to the contrary:

(a) the terms of the U.S. Sale Order shall be immediately effective and enforceable upon its
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entry; (b) the Debtors, the Purchaser, and the Receiver are not subject to any stay in the
implementation, enforcement or realization of the relief granted in the U.S. Sale Order; and
(c) the Debtors, the Purchaser, and the Receiver may, in their discretion and without further
delay, take any action and perform any act authorized under the Approval Order, the Vesting
Order and/or the U.S. Sale Order.

25. To the extent permitted by section 525 of the Bankruptcy Code, no

governmenfal unit may revoke or suspend any permit or license relating to the operation of the
Purchased Assets sold, transferred, or conveyed to the Purchaser on account of the filing or
pendency of these Chapter 15 Cases or the consummation of the Sale.

26.  Nothing in the U.S. Sale Order shall be deemed to waive, release,
extinguish or estop the Debtors or the Receiver from asserting, or otherwise impair or diminish,
any right (including, without limitation, any right of recoupment), claim, cause of action,
defense, offset or counterclaim in respect of any asset that is not a Purchased Asset.

27. The provisions of the U.S. Sale Order are nonseverable and mutually
dependent.

28.  Other than as explicitly set forth herein, this Court shall retain jurisdiction
with respect to any and all matters, claims, rights, or disputes arising from or related to the

implementation or interpretation of the U.S. Sale Order.

Dated: November &{O 13

Wilmington, Delaware

United States Bankrupicy Judge
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Ismwmam ' Court File No. CV-13-10310-00CL
bt ,.;E;u*: g WWWM ONTARIO

/N . SUPERIOR COURT OF JUSTICE

o COMMERCIAL LIST

THE HONOURABLE MR. TUESDAY, THE 29" DAY

)
)
JUSTICE MORAWETZ ) OF OCTOBER, 2013

BETWEEN:

CALLIDUS CAPITAL CORPORATION
‘ Applicant

- and —

‘XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE FINANCIAL
SERVICES LLC, IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP,,
BLUERANGE TECHNOLOGY INC.,, PARTSTOCK COMPUTER LLC and

: IT XCHANGE INC.
Respondents

ORDER

THIS APPLICATION, made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA") and section 101
of the Courts of Justice Act, R.S.0. 1990, ¢. C.43, as amended (the "CJA") appointing Duff &
Phelps Canada Restructuring Inc. as receiver (the "Receiver") withoﬁt security, of all of the
assets, undertakings and properties of Xchange Technology Group LLC, It Xchangé Financial
Services LLC, It Xchange Corp., Bluerange Technology Corp., Bluerange Technology Inc.,
Partstock Computer LLC and It Xchange Inc. (the "Debtors") acquired for, or used in relation to

businesses carried on by the Debtors, was heard this day at 330 University Avenue, Toronto,

Ontario.

ON READING the Affidavit of Craig Boyer swom October 25, 2013 and the Report of
Duff & Phelps Canada Restructuring Inc. dated October 25, 2013 (the “Report™) and on heéring

TORONTO 99998-1478 §95548v4
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w; (rwﬂtff‘ &}

CONSERY wvmi i&’u}
%wn counsgl i&; Callidus Capital Corporation (“Callidus”), “counsel for Duff &

- %@ﬁ ] Jé %ﬁ{;da Restructuring Inc., the proposed recciver, and counsel for the Debtors, and on

reaamg the consent'of Duff & Phelps Canada Restructuring Inc. to act as the Receiver,
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application is hereby abridged and validated so that this application is properly returnable today
and hereby dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, Duff & Phelps Canada Restructuring Inc, is hereby appointed Receiver, without
security, of all of the assets, undertakings and properties of the Debtors acquired for, or used in
relation to businesses carried on by the Debtors, including all proceeds thereof (the "Property”).

RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Property and, without in any way limiting the generality
of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:

a) to take possession of and exercise control over the Property and any and all proceeds,

receipts and disbursements arising out of or from the Property;

b) to receive, preserve, and protect the Property, or any part or parts thereof, including, but
not limited to, the changing of locks and security codes, the relocating of Property to
safeguard it, ihc engaging of independent security personnel, the taking of physical
inventories and the placement of such insurance coverage as may be necessary or
desirable; l

c) to manage, operate, and carry on the businesses of the Debtors, including the powers to

enter into any agreements, incur any obligations in the ordinary course of business, cease




Case 13-12809-KG Doc 47-1 Filed 11/25/13 Page 4 of 15

-carry @@mor anyy yrt of the businesses, or cease to perform any contracts of the
Debtors;

d)

2

h)

)

to engage consultants, appraisers, agents, experts, auditors, accountants, managers,
counsel and such other persons from time to time and on whatever basis, including on a
temporary basis, to assist with the exercise of the Receiver's powers and duties, including

without limitation those conferred by this Order;

to purchase or lease such equipment, inventories, supplies, premises or other assets to

continue the businesses of the Debtors or any part or parts thereof;

to.receive and collect all monies and accounts now owed or hereafter owing to the
Debtors and to exercise all remedies of the Debtors in collecting such monies, including,

without limitation, to enforce any security held by the Debtors;
to settle, extend or compromise any indebtedness owing to the Debtors;

to execute, assign, issue and endorse documents of whatever nature in respect of any of

the Property, whether in the Receiver's name or in the name and on behalf of the Debtors,

“for any purpose pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all proceedings and to
defend all proceedings now pending or hereafter instituted with respect to the Debtors,
the Property or the Receiver, and to settle or compromise any such proceedings. The
authority hereby conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

to sell, convey, transfer, lease or assign the Property or any part or parts thereof out of the
ordinary course of business with Court approval and in each such case notice under
subsection 63(4) of the Ontario Personal Property Security Act shall not be required, and
in each case the Ontario Bulk Sales Act shall not apply ;
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to apﬁfy f&(qﬁy ve stgg order or other orders necessary to convey the Property or any
paf’f 6&' parts thereof to a purchaser or purchasers thereof, free and clear of any liens or
cunibrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined below) as the
Receiver deems appropriate on all matters relating to the Property and the receivership,
and to share information, subject to such terms as to confidentiality as the Receiver

deems advisable;

m) to apply for any permits, licences, approvals or permissions as may be required by any

p)

governmental authority and any renewals thereof for and on behalf of and, if thought

desirable by the Receiver, in the name of the Debtors;

to enter into égreements with any trustee in bankruptcy appointed in respect of the
Debtors, including, without limiting the generality of the foregoing, the ability to enter

into occupation agreements for any property owned or leased by the Debtors;

to exercise any shareholder, partnership, joint venture or other rights which the Debtors

may have; and

to take any steps reasonably incidental to the exercise of these powers or the performance

of any statutory obligations,

and in each case where the Receiver takes any such actions or steps, it shall be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

~ including the Debtors, and without interference from any other Person.

THE STALKING HORSE OFFER

4,

THIS COURT ORDERS that the Receiver shall be authorized and directed to accept the

Asset Purchase Agreement dated October 25, 2013 (the “Stalking Horse Offer”) signed by
2393134 Ontario Inc. (the “Purchaser”) pursuant to which the Purchaser has agreed to purchase
all of the right, title and interest of the Debtors in and to the assets specified in the Stalking Horse
Offer (the “Purchased Assets”). If the Receiver does not receive and accept at or before the Bid
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Receiver shall apply 'for the appropriate Vesting Orders. If the Receiver does receive a Superior

Bid at or before the Bid Deadline in accordance with the Sale Process, the Receiver shall apply
to the Court for approval of the Superior Bid. A “Superior Bid” shall be an offer to purchase
the Purchased Assets which the Receiver, acting in its sole discretion, considers at least
equivalent to the Stalking Horse Offer, provided that no offer shall qualify as a Superior Bid

unless it meets the following minimum criteria:

a) the offer must be an irrevocable offer;

b) the offer must be accompanied by a cash deposit which is at least equal to 15% of
the aggregate purchase price payable under the offer;

c) the offer must be for a purchase price at least equal to the Purchase Price, payable

| in cash on Closing, and otherwise on terms no less favourable and no more
burdensome or conditional than the Stalking Horse Offer;

d) the offer must not contain any contingency relating to due diligence or financing
or any other material conditions precedent to the offeror’s obligation to complete
the transaction that are not otherwise contained in the Stalking Horse Offer;

) the offer must be made by an offeror which can demonstrate the financial ability
to complete the transaction; and |

f) the offer must contemplate a closing date of no later than December 31, 2013.

SALES PROCESS

5. The Receiver shall undertake the marketing and sale of the Property, including soliciting
offers, and negotiating the terms and conditions of sale, in accordance with the Sales Process and

timetable outlined in paragraph 7.2 of the Duff & Phelps Report (the “Sale Process™)

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

6. THIS COURT ORDERS that (i) the Debtors, (ii) all of their current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all other persons
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C e ‘;or behalf, and (iii) all other individuals, firms, corporatlons
. GV&%}aémal hodtesmr“ageﬁéies or other entities havmg notice of this Order (all of the

; 1:,_,‘;,6 .....
Receiver of the ex1stence of any Property in such Person's possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

7. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors, and any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the "Records”) in
that Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to the Receiver unfettered access to and use
of accounting, computer, software and physical facilities relating thereto, provided however that
nothing in this paragraph 7 or in paragraph 8 of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due
to the privilege attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

8. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver t§ recover and fully
copy all of the information contained therein whether by way of Qrinting_ the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including

providing the Receiver with instructions on the use of any computer or other system and
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the Re‘cei\ﬁerﬁwrthﬁar% and all access codes, account names and account numbers that

0 gain access fo the information.

9. THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding"), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

10.  THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
| Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of
the Debtors or the Prdperty are hereby stayed and éuspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

ll; THIS COURT ORDERS that all rights and remedies against the Debtors, the Receiver, or
affecting thé Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of right of Callidus pursuant to paragraph 23 of this Order or in respect of any "eligible
financial contract" as defined in the BIA, and further provided that nothing in this paragraph
shall (i) empower the Receiver or the Debtors to carry on any business which the Debtors is not
lawfully entitled to carry on, (ii) exempt the Receiver or the Debtors from compliance with
statutory or regulatory provisions relating to health, safety or the environment, (iii) prevent the
filing of any registration to preserve or perfect a security interest, or (iv) prevent the registration

of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER
12.  THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere

with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtors, without written consent of the Receiver or
leave of this Court.
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13, @Is )COURZE : E‘RSﬁfhat all Persons having oral or written agreements with the

Qg statutory « or rggulatwmandates for the supply of goods and/or services, including

.hdut 11m1tat10n all computer software, communication and other data services, centralized

banking services, payroll services, insurance, transportation services, utility or other services to
the Debtors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtors' current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtors or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,
- or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

14, THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from the
sale of all or any of the Property, whether in existence on the date of this Order or hereafter
coming into existence, shall be deposited into one or more new accounts to be opened‘by the
Receiver .'(the "Post Receivership Accounts") and the monies standing to the tredit of such Post
Receivership Accounts from time to time, net of any disbursement:s provided for herein, shall be
~ held by the Receiver to be paid in accordance with the terms of this Order or any further Order of
this Court.

EMPLOYEES

15.  THIS COURT ORDERS that all employees of the Debtors shall remain the employees of
the Debtors until such time as the Receiver, on the Debtors' behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
- liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of

the BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in
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16. THIS COURT ORDERS that, pursuant to ‘clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purcliasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the persorial
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtors, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRGNMENTAL LIABILITIES

17.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to

occupy or to take control, care, charge, possession or management (separately and/or

collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from ény duty to report or make disclosure imposed by applicable

Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in



e —————
Case 13-12809-KG Doc 47-1 Filed 11/25/13 Page 11 of 15

-10-

: iRefé'gf er‘sdutio;e and powers under this Order, be deemed to be in Possession of

—

‘within the meaning of any Environmental Legislation, unless it is actually in

Wl A

LIMITATION ON THE RECEIVER’S LIABILITY -

18.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result

of its appointment or the carrying out the provisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Waée Earner Protection Program Act., Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any
other applicable legislation.

RECEIVER'S ACCOUNTS

19.  THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid their
reasonable fees and disbursements, in each case at their standard rates and charges, and that the
Receiver and counsel to tﬁe Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge") on the Property, as security for such fees and disbursements, both before
and after the making of this Order in respect of these proceedings, and that the Receiver's Charge
shall form a first cﬁarge on the Property in priority to all security interests, trusts, liens, charges
and encumbrances, statutory or otherwise, in favour of any Person, but subject to sections
14.06(7), 81.4(4), and 8 1.6(2) of the BIA. | |

20.  THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

21. THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the normal rates and
charges of the Receiver or its counsel, and such amounts shall constitute advances against their

remuneration and disbursements when and as approved by this Court.
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HIS COURTORDERS that the Debtors or the Receiver on behalf of the Debtors and
not in its personal capacity is hereby authorized and empowered to continue to obtain and
borrow, repay and re-borrow, additional monies under an Amended and Restated Loan
Agreement dated October 11, 2012 among the Debtors and Callidus (as later amended from time
to time, the “Loan Agreement”), subject to and in accordance with blocked account agreements
between the Debtors, Callidus, Bank of Montreal and any other financial institution used by the
Debtors in their cash management system (fhe “Blocked Account Agreements”), in order to
finance the Debtors’ operating expenses and the reasonable fees and disbursements of the
Receiver and its legal counsel, all on the terms and subject to the conditions set forth in the Loan
Agreement and the Blocked Account Agreements or such other terms and conditions as Callidus

shall agree.

23.  THIS COURT ORDERS that the Debtors or the Receiver on behalf of the Debtors and
not in its personal capacity is hereby authorized and directed to pay all of its indebtedness,
interest, fees, liabilities and obligations to Callidus under and pursuant to the Loan Agreement
and in accordance with the Blocked Account Agreements when the same become due
notwithstanding any other provision of this Order, provided that Callidus shall reimburse the
Receiver any monies received by Callidus which it may not have been entitled to pursuant to any

liens, charges, security interests or other claims having priority over Callidus’ security.

24.  THIS COURT ORDERS that, in addition to advances in accordance with avaiiability
under the Loan Agreement, the Receiver on behalf of the Debtors be at liberty and it is hereby
empowered to borrow monies from Callidus in excess of availability under the Loan Agreement
(hereafter “Overadvances”) on the terms and at the rate of interest set out in the Loan Agreemient
for such period or periods of time as the Receiver may arrange with Callidus, for the purpose of
payment of the Debtors operating expenses and the reasonable fees and disbursements of the

Receiver and its legal counsel.
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adee and dn'ectlons in the dlscharge of its powers and duties hereunder. .

26.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting
- as a trustee in bankruptcy of the Debtors.

27. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

28.  THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
for the recognition of this Ordér and for assistance in carrying out the terms of this Order, and
that the Receiver is authorized and empowered to act as a representative in respect of the within
proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

29.  THIS COURT ORDERS that the Applicant shall have its costs of this application, up to
and including entry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant's security, then on a substantial indemnity basis
to be paid by the Receiver from the Debtors' estates with such priority and at such time as this
Court may determine.

30.  THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party

likely to be affected by the order sought or upon such other notice, if any, as this Court may

order.
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Court File No. CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR. ) FRIDAY, THE 228P
)
JUSTICE MORAWETZ ) DAY OF NOVEMBER, 2013
BETWEEN:

CALLIDUS CAPITAL CORPORATION

Applicant

-and -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE FINANCIAL SERVICES
LLC, IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP,,
BLUERANGE TECHNOLOGY INC., PARTSTOCK COMPUTER LLC AND
IT XCHANGE INC.

Respondents

VESTING ORDER

THIS MOTION, made by Duff & Phelps Canada Restructuring Inc. (“Duff & Phelps”
or the “Receiver”) in its capacity as Court-appointed receiver over all of the property, assets and
undertakings of the Respondents (collectively, the “XTG Debtors”), for an order approving the
sale transaction (the “Transaction”) contemplated by an Asset Purchase Agreement dated
October 25, 2013 (the “Sale Agreement”) between the Receiver and 2393134 Ontario Inc., (the

“Purchaser”) and vesting in the Purchaser or its nominees the right, title and interest of the

Doc#2865336v3B
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XTG Debtors in and to the Purchased Assets as described in the Sale Agreement, was heard this

day at 330 University Avenue, Toronto, Ontario.

ON READING the First Report of the Receiver dated November 19, 2013, and on
hearing the submissions of counsel for the Receiver, Callidus Capital Corporation, the Purchaser,
and Jeffrey McFarlane, no one ¢lse appearing for any other person on the service list, although

properly served as appears from the Affidavit of Mary Gartland sworn November 20, 2013, filed.

L. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record herein, be and is hereby abridged such that the motion is properly returnable
today and this Court hereby dispenses with further service the ieof

) Oﬁis no Suyt’ﬁov* Bid

2. THIS CO ECL AREY that the Tra
‘Nag é Ce N

brdmmmy—mﬂmmdmrd—appmwd—-and/ ;eceiver is hereby authorized and

directed to take such additional steps and execute such additional documents as may be

&/

necessary or desirable for the completion of the Transaction and for the conveyance of the
ST,

Purchased Assets to the Purchaserwee its nominees Oy O&Se(ér\éés ‘Q\ }
N ny
T

3. THIS COURT ORDERS AND DECLARES that upon the delivery of a Receiver’s
Certificate to the Purchaser substantially in the form attached as Schedule A hereto (the

“Receiver’s Certificate”), all of the right, title and interest of the XTG Debtors in and to the
Purchased Assets shall vest absolutely in the Purchaser, its nominees or assignees named in the
Receiver’s Certificate, free and clear of and from any and all security interests (whether
contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed trusts (whether
contractual, statutory, or otherwise), liens, executions, levies, charges, or other financial or
monetary claims, whether or not they have attached or been perfected, registered or filed and
whether secured, unsecured or otherwise (collectively, the "Claims”) including, without limiting
the generality of the foregoing: (i) any encumbrances or charges created by the Order of the
Honourable Justice Morawetz dated October 29, 2013 (ii) and all charges, security interests or
claims evidenced by registrations pursuant to the Personal Property Security Act (Ontario) or

any other personal property registry system (all of which are collectively referred to as the

Doc#2865336v38



Case 13-12809-KG Doc 47-2 Filed 11/25/13 Page 4 of 10

-3-

"Encumbrances) and, for greater certainty, this Court orders that all of the Encumbrances
affecting or relating to the Purchased Assets are hereby expunged and discharged as against the

Purchased Assets. -

4. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of
the Receiver's Certificate, forthwith after delivery thereof.

5. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser all human resources and payroll information in the
Company's records pertaining to the XTG Debtors’ past and current employees. The Purchaser
shall maintain and protect the privacy of such information and shall be entitled to use the
personal information provided to it in a manner which is in all material respects identical to the

prior use of such information by the XTG Debtors. |
6. THIS COURT ORDERS that, notwithstanding:
(@ the pendency of these proceedings;

(b) .any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the XTG Debtors and any

bankruptcy order issued pursuant to any such applications; and
(c) any assignment in bankruptcy made in respect of the XTG Debtors;

the vesting of the Purchased Assets in the Purchaser, its nominees or assignees pursuant to this
Order shall be binding on any trustee in bankruptcy that may be appointed in respect of the XTG
Debtors and shall not be void or voidable by creditors of the X TG Debtors, nor shall it constitute
not be deemed to be a settlement, fraudulent preference, assignment, fraudulent conveyance,
transfer at undervalue, or other reviewable transaction under the Bankruptcy and Insolvency Act
(Canada) or any other applicable federal or provincial legislation, nor shall it constitute
oppressive or unfairly prejudicial conduct pursuant to any applicable federal or provincial

legislation.

Doc#2865336v3B
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7. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).

8. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

AT 7 LZ} /
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Schedule A — Form of Receiver’s Certificate

Court File No. CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:
CALLIDUS CAPITAL CORPORATION

Applicant

-and -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE FINANCIAL SERVICES
LLC, IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., PARTSTOCK COMPUTER LLC AND

IT XCHANGE INC.
Respondents
RECEIVER’S CERTIFICATE
RECITALS
A. Pursuant to an Order of the Honourable Mr. Justice Morawetz of the Ontario Superior

Court of Justice (the "Court") dated October 29, 2013, Duff & Phelps Canada Restructuring Inc.
was appointed as the receiver (the "Receiver") of all of the property, assets and undertakings of

the Respondents (collectively, the “XTG Debtors”).

B. Pursuant to an Order of the Court dated November 22, 2013, the Court approved the
Asset Purchase Agreement dated October 25, 2013 (the “Sale Agreement”) between the
Receiver and 2393134 Ontario Inc. (the “Purchaser”), and provided for the vesting in the
Purchaser, its nominees or assignees of the Debtors’ right, title and interest in and to the

Purchased Assets, which vesting is to be effective with respect to the Purchased Assets upon the

Doc#2865336v3B
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delivery by the Receiver to the Purchaser of a certificate confirming (i) the payment by the
Purchaser of the Purchase Price for the Purchased Assets; (ii) that the conditions to Closing as set
out in the Sale Agreement have been satisfied or waived by the Receiver and the Purchaser; (i)
the names of the entities in which the Purchased Assets are to be conveyed and vested; and (iv)

the Transaction has been completed to the satisfaction of the Receiver. -

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
THE RECEIVER CERTIFIES the following:

L. The Purchaser, its nominees or assignees has/have paid and the Receiver has received the
Purchase Price for the Purchased Assets payable on the Closing Date pursuant to the Sale

Agreement;

2. The conditions to Closing as set out in the Sale Agreement have been satisfied or waived

by the Receiver and the Purchaser, its nominees or assignees;

3. The Purchased Assets are to be conveyed to and vested in, the following nominees or

assignees of the Purchaser:

[TO BE COMPLETED]
4, The Transaction has been completed to the satisfaction of the Receiver.
5. This Certificate was delivered by the Receiver at [;FIME] on [DATE].
DUFF & PHELPS CANADA

RESTRUCTURING INC.,, in its capacity as
Court-appointed Receiver over all of the
property, assets and undertakings of the
Respondents, and not in its personal capacity

Per:

Name:
Title:

Doc#2865336v3B
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DUFF & PHELPS

COURT FILE NO: CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

CALLIDUS CAPITAL CORPORATION

APPLICANT
- AND -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

RESPONDENTS
SECOND REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER

DECEMBER 12, 2013

1.0 Introduction

1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc.
(“D&P™) in its capacity as receiver (“Receiver”) of the property, assets and
undertaking of Xchange Technology Group LLC, IT Xchange Inc. (“ITX
Canada”), IT Xchange Corp., BlueRange Technology Corp., BlueRange
Technology Inc., IT Xchange Financial Services LLC and Partstock Computer
LLC (collectively, the “XTG Debtors”).

2. The XTG Debtors have numerous foreign affiliates that are not subject to
these proceedings. They are: IT Xchange Limited (UK); IT Xchange Japan
LLC (Japan); Hire Information Technology Ltd. (UK); Xchange Technology
Rentals Ltd. (UK); IT Xchange Macao Commercial Offshore Ltd. (Macao); IT
Xchange Pty Ltd. (Australia); and Xchange Technology GmbH (Germany)
(collectively, the “Foreign Affiliates” and together with the XTG Debtors,
referred to as the “XTG Group”). A corporate organizational chart is provided
in Section 2 below.

3. Pursuant to an order of the Ontario Superior Court of Justice (Commercial
List) (the “Court”) made on October 29, 2013 (the “Receivership Order”), D&P
was appointed Receiver. A copy of the Receivership Order is attached as
Appendix “A”.

Duff & Phelps Canada Restructuring Inc. Page 1



1.1

On October 30, 2013, the Receiver, as Foreign Representative, commenced
proceedings in the United States Bankruptcy Court for the District of
Delaware (“US Court”) seeking recognition of the Canadian receivership
proceeding as a foreign non-main proceeding under Chapter 15 of the US
Bankruptcy Code. On October 30, 2013 and November 25, 2013, the US
Court entered an order granting provisional relief in aid of the Canadian
proceeding and the Recognition Order, respectively.

The primary purpose of these proceedings has been to complete a sale of
substantially all of the XTG Debtors’ business and assets through a Court
supervised sale process (“Sale Process”).

On November 22, 2013, the Court approved the sale of the majority of the
XTG Debtors’ assets, property and undertaking to 2393134 Ontario Inc., the
Purchaser (“Purchaser”), an entity recently incorporated by Callidus Capital
Corporation (“Callidus”), the XTG Group’s senior secured lender
(“Transaction”). The US Court approved the Transaction on November 25,
2013. The Transaction is presently expected to close by December 31, 2013.

Pursuant to the terms of the Transaction, the Receiver and the Purchaser
intend to enter into a Transition Services Agreement (“TSA”), pursuant to
which the Purchaser will have access on an interim basis to contracts, leased
premises and employees required to transition the business on an orderly
basis, but which may not be required for the go-forward business.

Purposes of this Report

1.

The purposes of this report are to:

a) Summarize a dispute among the Receiver, the Purchaser and the
ultimate 100% shareholder of the XTG Group, Jeff McFarlane
(“McFarlane”), regarding premises he owns at 2590 Sheridan Garden
Drive, Oakville, Ontario (the “Oakville Premises”) and which are
occupied by ITX Canada;

b) Update the Court on the Purchaser’'s efforts to relocate from the
Oakville Premises to new premises; and

C) Recommend that this Court issue an order allowing ITX Canada to
continue to occupy the Oakville Premises until the Purchaser has
relocated to a new location, provided rent is paid bimonthly in
advance on the 1% day and the 15" day of each month, as well as the
other monthly occupancy charges under the lease between
McFarlane and ITX Canada, such as property taxes and utilities,
forthwith upon receipt of invoices for those costs or when otherwise
payable. All such amounts have been paid by the Receiver to date.
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2.0 Background Information

1. XTG Group was founded in 1996 in Ontario by McFarlane. XTG Group’s
corporate organizational chart is as follows (the XTG Debtors are shaded):

Jeff McFarlane

WW Class
Holdings
BVI)

Xchange
Technology
Group LLC

s

IT IT BlueRange IT IT Xchange IT BlueRange Xchange
Xchange Xchange Technology Xchange Macao Xchange Technology Technology
Inc. Corp. Corp. Limited Commercial Pty Ltd. Inc. GmbH
(Canada) (Us) (OS) (UK) Offshore (Australia) (Canada) (Germany)
Ltd. (MCO)

IT Xchange PartStock IT Xchange Xchange
Financial Computer JapanLLC Technology
Services LLC (Japan) RentalsLtd.
LLC us) (UK)
(CS)

I
Hire
Information
Technology
Limited
(UK)

2. XTG Group is a supplier of information technology (“IT”) products with
operations in Canada, the United States, the United Kingdom, Germany,
Australia, Macao and Japan. XTG Group also provides IT rental assets and
programs, including servers, storage devices, laptops and desktop
computers.

3. XTG Group’s Canadian head office is located at the Oakville Premises.
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2.1 The Transaction

1.

The Sale Process and the Transaction were addressed in the Receiver’s First
Report to Court dated November 19, 2013, a copy of which is attached as
Appendix “B”, without appendices. The Transaction has not yet closed,
largely due to the complexity of the XTG Group’s global business. There are
no business issues delaying closing and the Receiver has every expectation
that the Transaction will be completed.

The Oakville Premises exceed the needs of the Purchaser and the lease is
uneconomic for it to assume. It is the Purchaser’s intention to relocate as
soon as reasonably possible to a smaller facility.

The Purchaser is working diligently to find a new location. It has engaged a
commercial real estate brokerage firm and, in early December, 2013, toured
several potential locations.

Relocating from the Oakville Premises is one of a myriad of issues with which
the Purchaser has been dealing to restructure the business, which has also
included closing other locations, integrating those operations into existing
facilities and dealing with complications arising from the global operations of
the XTG Group. Accordingly, although the Purchaser is working in good faith
to move as quickly as possible to exit the Oakville Premises, it has not been
able to complete that move as quickly as it would have liked as it has been
managing the overall restructuring process.

3.0 The Oakville Premises

1.

The Oakville Premises is occupied by ITX Canada pursuant to a lease dated
January 16, 2008, between McFarlane and ITX Canada, as amended (the
“Lease”). The Oakville Premises has approximately 51,000 square feet of
warehouse space (the “Large Space”), approximately 8,500 square feet of
warehouse space and 1,500 square feet of second floor office space (the
“Small Space”).

On November 20, 2013, rent was paid for the Oakville Premises through
December 15, 2013. Uncertainty related to the amount owing by the
Company for rent delayed payment of the first rent payment during the
receivership proceedings. The Receiver will continue to pay all amounts
related to the XTG Group’s use of the Oakville Premises.

On November 22, 2013, McFarlane’s legal counsel attended before this Court
during the Sale Approval Hearing raising issues concerning ITX Canada’s
ongoing occupation at the Oakville Premises. A motion was scheduled for
December 13, 2013, to address these matters, in the event an occupancy
arrangement could not be negotiated.
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4, Since that time, the Receiver and its legal counsel have been corresponding
with McFarlane’'s legal counsel on these issues. Copies of the
correspondence between McFarlane’s legal counsel and the Receiver dated
November 26, 2013, December 2, 2013, December 3, 2013 and December 6,
2013 are attached in Appendix “C”.

5. Based on this correspondence and other emails and discussions between
counsel, the Receiver was optimistic that an arrangement would be reached.
However, on December 10, 2013, McFarlane’s counsel advised that the
terms set out in the Receiver's letter dated December 2, 2013 were
unacceptable and that they would be proceeding with a motion on December
13, 2013.

6. One of the most contentious issues at this time seems to be the use of office
space used by the XTG Debtors’ accounting and finance department.
Management advises that relocating these employees to another part of the
Oakville Premises will take time and cause disruption to the business.
Relocating these employees would also involve considerable assistance from
the IT group of the XTG Debtors, which is presently focused on addressing
issues related to closing the Transaction and dealing with other issues related
to the global restructuring. McFarlane has insisted that the staff located in
the office space be relocated by December 15, 2013, notwithstanding he
does not seem to have an urgent need for this space. In this regard, the
letter from McFarlane’s counsel dated December 3, 2013 included the
following in respect of McFarlane’s intended use of the “Small Space™: “Mr.
McFarlane’s use of the Small Space will be minimal during the first few
months”;

7. McFarlane has also insisted that the Receiver assume all obligations of the
tenant under the Lease during the occupation period. The Receiver has
advised that it is not prepared to do so; however, it has advised that it intends
to pay rent and all costs of occupancy as required under the Lease, and
would leave the Oakville Premises in its condition as at the filing date,
reasonable wear and tear excepted.

8. The Receiver has also attempted to accommodate various requests made by
McFarlane. In this regard:

° The Receiver is agreeable to demise the warehouse portion of the
Oakville Premises;

° The Receiver cleared out the warehouse portion of the Small Space
so that McFarlane would be able to store inventory effective
December 15, 2013;

° The Receiver has accommodated a request made by McFarlane to
use a number of parking spots;

Duff & Phelps Canada Restructuring Inc. Page 5



° The Receiver has advised that it is prepared to allow McFarlane to
use the shipping and receiving areas/loading docks of the Oakville
Premises; and

e The Receiver has agreed to negotiate the removal of any fixtures.
9. Based on the foregoing, the Receiver is of the view that:
° The Receiver and the Purchaser have made all reasonable efforts to

accommodate the concerns and needs of McFarlane, while at the
same time being mindful to avoid disruption to the XTG Debtors’
business. The Receiver's letter of December 2, 2013, addressed
each point raised by McFarlane, including its willingness to demise
the Oakville Premises for McFarlane’s benefit; and

e The Receivership Order entitles the Receiver to occupy the Oakville
Premises provided the costs of occupation are paid — these have
been paid and will continue to be paid.

4.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver respectfully recommends that this
Honourable Court make an order granting the relief detailed in Section 1.1 of
this Report.

All of which is respectfully submitted,

DfY & Moty Girott Bshuclonry K.

DUFF & PHELPS CANADA RESTRUCTURING INC.

IN ITS CAPACITY AS RECEIVER OF

XCHANGE TECHNOLOGY GROUP LLC, IT EXCHANGE INC.,

IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,

BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

AND NOT IN ITS PERSONAL CAPACITY
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DUFF & PHELPS

COURT FILE NO: CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

CALLIDUS CAPITAL CORPORATION
APPLICANT
- AND -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

RESPONDENTS

THIRD REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER

APRIL 25, 2014

1.0 Introduction

1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc. (“D&P”)
in its capacity as receiver (“Receiver”) of the property, assets and undertaking of
Xchange Technology Group LLC (“XTG Parent”), IT Xchange Inc., IT Xchange
Corp., BlueRange Technology Corp., BlueRange Technology Inc., IT Xchange
Financial Services LLC and Partstock Computer LLC (collectively, the “XTG
Debtors”).

2. The XTG Debtors have numerous foreign affiliates that are not subject to these
proceedings, namely IT Xchange Limited (UK); IT Xchange Japan LLC (Japan);
Hire Information Technology Ltd. (UK); Xchange Technology Rentals Ltd. (UK);
IT Xchange Macao Commercial Offshore Ltd. (Macao); IT Xchange Pty Ltd.
(Australia); and Xchange Technology GmbH (Germany) (“XTR”) (collectively, the
“Foreign Affiliates” and together with the XTG Debtors, referred to as the “XTG
Group”). A corporate organizational chart is provided in Section 2 below.

3. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) made on October 29, 2013 (the “Receivership Order”), D&P was
appointed Receiver. A copy of the Receivership Order is attached as Appendix
HAH.
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1.1

1.2

On October 30, 2013, the Receiver, as Foreign Representative, commenced
proceedings in the United States Bankruptcy Court for the District of Delaware
(“US Court”) seeking recognition of the Canadian receivership proceeding as a
foreign non-main proceeding under Chapter 15 of the US Bankruptcy Code. On
October 30, 2013 and November 25, 2013, the US Court entered an order
granting provisional relief in aid of the Canadian proceeding and the Recognition
Order, respectively.

The primary purpose of these proceedings has been to complete a sale of
substantially all of the XTG Debtors’ business and assets through a Court
supervised sale process (“Sale Process”).

Purposes of this Report

1.

The purposes of this Report are to:

a) Provide background information about these proceedings;
b) Summarize the present state of XTR’s business;
C) Summarize a proposed transaction (the “XTR Transaction”) between the

Receiver and Herr Siegbert Herbert Franz, a member of XTR's
management team and sole director of XTR (the “Purchaser”), which
contemplates the sale of the 100% equity interest owned by XTG Parent
in XTR (the “XTR Shares”) pursuant to a Share Purchase Agreement (the
“Sale Agreement”); and

d) Recommend that this Honourable Court issue an Order:

° Approving the XTR Transaction and authorizing the Receiver’s
execution of the Sale Agreement and any other ancillary
documents, agreements, consents and resolutions necessary to
complete the XTR Transaction;

° Vesting title in and to the XTR Shares in the Purchaser free and
clear of all liens, claims and encumbrances; and

° Sealing the Confidential Appendix to this Report pending further
Order of this Couirt.

Restrictions

1.

In preparing this Report, the Receiver has relied upon unaudited financial
information prepared by XTG Group’s management, XTG Group’s books and
records and discussions with its management. The Receiver has not performed
an audit or other verification of such information. An examination of the XTG
Group’s financial forecasts as outlined in the Canadian Institute of Chartered
Accountants Handbook has not been performed. Future-oriented financial
information relied upon in this Report is based on management’s assumptions
regarding future events; actual results achieved may vary from this information
and these variations may be material.
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1.3 Curren

1.

2.0 Background Information

1.

cy

All currency references in this Report are to US dollars unless otherwise

specified.

XTG Group was founded in 1996 in Ontario by Jeff McFarlane. XTG Group’s

corporate organizational chart is as follows (the XTG Debtors are shaded):

Jeff McFarlane
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IT
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(Canada)

IT
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Xchange
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IT Xchange
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XTG Group is a supplier of information technology (“IT”) products with operations
in Canada, the United States, the United Kingdom, Germany, Australia, Macao
and Japan. XTG Group also provides IT rental assets and programs, including
servers, storage devices, laptops and desktop computers.
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2.1 Sale of Assets

1.

3.0 XTR

2.

On November 22, 2013, the Court approved the sale of the majority of the XTG
Debtors’ assets, property and undertaking, including the XTR Shares, to
2393134 Ontario Inc., an entity incorporated by Callidus Capital Corporation
(“Callidus”), the XTG Debtors’ senior secured lender (“Transaction”). The US
Court approved the Transaction on November 25, 2013.

Due to the complexity of the Company’s global organizational structure, the
Transaction has not yet closed. It is expected to close once tax and corporate
structuring issues in connection with the Transaction have been resolved.

Callidus is presently owed approximately $40 million on a secured basis.
Following completion of the Transaction, its secured claim against the XTG
Debtors would be approximately $3 million.

Additional background information on the XTG Group, the Sale Process and the
Transaction were detailed in the Receiver's First Report to Court dated
November 19, 2013, a copy of which is attached as Appendix “B”, without
appendices. As detailed in the First Report, other than the offer from the Callidus
affiliate, no offers were submitted under the Sale Process, including for XTR’s
business and assets.

XTR is based in Germany; it is in the IT rental asset business and has
approximately 70 employees. It was acquired by the XTG Group in 2011 out of
the German insolvency proceedings of Livingston Electronic Services GmbH.
Since the acquisition, XTR has incurred significant losses, as detailed in the table
below.

Two months
Year ended Year ended ended
December 31, December 31,  February 28,
($000s) 2012 2013 2014
Sales 17,648 17,057 2,202
Gross profit ($) 8,919 4,592 618
EBITDA 2,020 (546) (300)
EBIT (652) (3,181) (582)
Net income/(loss) (1,047) (3,522) (640)

As reflected in the above table, XTR incurred net losses of approximately $1.1
million, $3.5 million and $640,000 for its fiscal years ended December 31, 2012
and 2013 and the two month period ended February 28, 2014, respectively.
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3. XTR’s most recent balance sheet (as at February 28, 2014) is summarized as

follows:
Balance Sheet

February 28, 2014

(unaudited; $000s)
Assets
Cash 60
Accounts receivable 810
Inventory 2,747
Prepaid expenses and other 46
Subtotal — current assets 3,663
Fixed assets 32
Total Assets 3,695
Liabilities
Accounts payable 1,353
Other liabilities 2,035
Intercompany payables 2,333
Subtotal — current liabilities 5,721
Deferred revenue 333
Total Liabilities 6,054

Shareholder Equity

Share Capital 2,860
Retained earnings (5,219)
Total Equity/(Deficit) (2,359)
Total Liabilities and Equity 3,695
4, The February 28, 2014 balance sheet reflects, inter alia:
° Negative working capital of approximately $2.1 million;
° Approximately $2.3 million owing to the XTG Debtors, which appears to

be uncollectible and is to be converted to equity as part of the XTR
Transaction — this represents operational funding provided by the XTG
Debtors; and

° Negative retained earnings and negative equity of approximately $5.2
million and $2.4 million, respectively.

5. Based on discussions with XTG Group’s management and XTR'’s financial
information provided to the Receiver, the Receiver further understands that:

. The majority, if not all, of XTR’s accounts payable ($1.4 million) are past
due;
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Inventory (book value of approximately $2.7 million) is aged and requires
replenishment;

The financial position of XTR has continued to erode since February 28,
2014; and

XTR is undercapitalized; it has limited funding available to continue to
operate in the normal course. It is under vendor pressure. As a result,
XTG Group’s management has continuously received urgent funding
requests from XTR’s management.

According to the Receiver's German counsel, German insolvency law requires
that the XTR Transaction be completed expeditiously, failing which there may be
a requirement for XTR'’s management to promptly commence insolvency
proceedings.

Given that the Callidus transaction has not yet been completed and the urgency
to monetize the XTR Shares based on XTR’s present financial position, the
Receiver is proposing to enter into the XTR Transaction at this time.

3.1 Prospective XTR Transaction

1.

The terms of the Sale Agreement are summarized below.

Purchaser: The Purchaser is Mr. Franz, the sole director of XTR and a
member of its present management team.

Purchase Price: The Receiver believes the purchase price should remain
confidential at this time in the event that the XTR Transaction does not
close. No party will be prejudiced if the value of the XTR Transaction is
sealed. Accordingly, the Receiver believes the proposed sealing order is
appropriate in the circumstances.

Purchased Assets: The XTR Shares.

Representations and Warranties: The Sale Agreement is consistent with
insolvency transactions, i.e. to be completed on an “as is, where is” basis
without material representations and warranties. To the extent the Sale
Agreement includes statements regarding XTR and/or the XTR Shares,
they have been confirmed by the XTG Debtors’ internal legal counsel and
the Sale Agreement provides generally that there is no recourse against
the Receiver.

Closing Date: The Receiver expects to close the XTR Transaction shortly
following the return of this motion, subject to the Court’s approval of the
XTR Transaction and issuance of the proposed Vesting Order.

Conditions: Other than approval from this Honourable Court, there are no
material conditions precedent.
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° Intercompany Claim: It is contemplated that the intercompany advances
owing from XTR to the XTG Debtors are to be waived and converted to
equity.

A redacted version of the Sale Agreement is provided in Appendix “C” and an
unredacted version is filed as Confidential Appendix “1”".

The Receiver and the Purchaser have entered into a Deposit Agreement,
pursuant to which the Purchaser will be funding a deposit on April 28, 2014 into
the trust account of the Receiver's German counsel (which shall be received no
later than April 29, 2014). The deposit is only refundable should the conditions
precedent to the Sale Agreement not be satisfied, including the granting of the
Vesting Order. Should the deposit not be funded in accordance with the Deposit
Agreement, the Receiver has advised the Purchaser that it will not proceed with
the XTR Transaction and will withdraw its sale approval motion returnable May 1,
2014.

3.2 XTR Transaction Recommendation

1.

The Receiver recommends approval of the XTR Transaction for the following
reasons:

° In the Receiver's view, the purchase price for the XTR Shares provides
for the greatest recovery available in the circumstances given that (a)
there is unlikely to be any value to the XTR Shares absent the XTR
Transaction and/or in the event that XTR’s assets were liquidated in the
context of German insolvency proceedings; and (b) the value of the XTR
Transaction is estimated to exceed the realizable value of the XTG
Debtors’ intercompany claim against XTR in the event XTR commences
insolvency proceedings;

° Given the poor state of XTR’s business, a further marketing process (for
which there is no known source of funding) is unlikely to result in a
transaction superior to the XTR Transaction. Additionally, there is no time
to conduct such a process and the cost of the process could exceed the
recoveries generated from it;

° It eliminates the uncertainty and considerable distraction for management
of the XTG Debtors resulting from frequent and urgent funding requests
submitted to management, who are focused on implementing the balance
of their restructuring plan;

° Callidus, being the XTG Debtors’ principal secured creditor and the only
stakeholder with an economic interest in these proceedings, has
consented to the XTR Transaction; and

° It provides for the continuation of XTR’s business, thereby preserving
employment for approximately 70 employees in Germany.
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4.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver respectfully recommends that this
Honourable Court make an order granting the relief detailed in Section 1.1 of this

Report.

All of which is respectfully submitted,
( . ) /
W Ohelps Camaga brstrnctiving foc.
/
DUFF & PHELPS CANADA RESTRUCTURING INC.
IN ITS CAPACITY AS RECEIVER OF
XCHANGE TECHNOLOGY GROUP LLC, IT EXCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND

PARTSTOCK COMPUTER LLC
AND NOT IN ITS PERSONAL CAPACITY
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DUFF & PHELPS

COURT FILE NO: CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

CALLIDUS CAPITAL CORPORATION
APPLICANT
- AND -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

RESPONDENTS

FOURTH REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER

NOVEMBER 5, 2014

1.0 Introduction

1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc. (“D&P")
in its capacity as receiver (“Receiver”) of the property, assets and undertaking of
Xchange Technology Group LLC, IT Xchange Inc., IT Xchange Corp.,
BlueRange Technology Corp., BlueRange Technology Inc., IT Xchange Financial
Services LLC and Partstock Computer LLC (collectively, the “XTG Debtors”).

2. The XTG Debtors have numerous foreign affiliates that are not subject to these
proceedings, namely IT Xchange Limited (UK); IT Xchange Japan LLC (Japan);
Hire Information Technology Ltd. (UK); Xchange Technology Rentals Ltd. (UK);
IT Xchange Macao Commercial Offshore Ltd. (Macao); and IT Xchange Pty Ltd.
(Australia) (collectively, with the XTG Debtors, the “XTG Group”). A corporate
organizational chart of the XTG Group is provided in Section 2 below.

3. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) made on October 29, 2013 (the “Receivership Order”), D&P was
appointed Receiver. A copy of the Receivership Order is attached as Appendix
HAH.
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1.1

1.2

On October 30, 2013, the Receiver, as Foreign Representative, commenced
proceedings in the United States Bankruptcy Court for the District of Delaware
(“US Court”) seeking recognition of the Canadian receivership proceeding under
Chapter 15 of the US Bankruptcy Code as a foreign non-main proceeding. On
October 30, 2013 and November 25, 2013, the US Court entered orders granting
provisional relief in aid of the Canadian proceeding and the Recognition Order,
respectively.

The primary purpose of these proceedings has been to complete a sale of
substantially all of the XTG Debtors’ business and assets through a Court
supervised sale process (“Sale Process”).

On November 22, 2013 (“Sale Approval Date”), the Court issued an order
approving a sale (“Transaction”) by the Receiver of the XTG Debtors’ business
and assets to 2393134 Ontario Inc. (the “Purchaser”). At the time of the Sale
Approval Date, the shareholder of the Purchaser, Callidus Capital Corporation
(“Callidus”)’, was reviewing with its advisors tax and other issues related to the
Purchaser and/or the Transaction which the Receiver understands prevented an
immediate closing of the Transaction. As of the date of this Report, the
Transaction remains unclosed.

Callidus is also the senior secured lender of the XTG Debtors. Callidus is the
sole creditor with an economic interest in the Transaction proceeds. Callidus
was owed approximately $38 million at the Sale Approval Date. Its advances to
the XTG Debtors have increased since that time.

The Receiver and its counsel have on numerous occasions since the Sale
Approval Date inquired and discussed with Callidus its intentions to close the
Transaction and the timing to do so.

Purposes of this Report

1. The purposes of this report (“Report”) are to:
a) Provide background information about the XTG Debtors;
b) Provide an update on the status of the Transaction;
C) Summarize a dispute involving Winthrop Resources Corporation
(“Winthrop”); and
d) Summarize litigation commenced in November, 2010 by 6784984
Canada Limited (“6784984") against a number of defendants, including
certain of the XTG Debtors (the “Vernon Litigation”).
Currency
1. All currency references in this Report are to US dollars unless otherwise

specified.

' Or an entity related thereto.
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2.0 Background Information

1. XTG Group was founded in 1996 in Ontario by Jeff McFarlane. XTG Group’s
corporate organizational chart is set out below (the XTG Debtors are shaded).

Jeff McFarlane

WW Class
Holdings
BVI)

Xchange
Technology
Group LLC

(Us)

IT IT BlueRange IT IT Xchange IT BlueRange
Xchange Xchange Technology Xchange Macao Xchange Technology

Inc. Corp. Corp. Limited Commercial Pty Ltd. Inc.
(Canada) (us) (us) (UK) Offshore (Australia) (Canada)
Ltd. (MCO)

IT Xchange PartStock IT Xchange Xchange
Financial Computer Japan LLC Technology
Services LLC (Japan) RentalsLtd.
LLC us) (UK)
(us)

|
Hire
Information
Technology
Limited
(UK)

2. The organizational chart excludes a former German subsidiary, Xchange
Technology GmbH (Germany), the shares of which were sold in these
proceedings pursuant to a Court Order made on May 1, 2014.

3. XTG Group is a supplier of information technology (“IT”) products with operations
in Canada, the United States, the United Kingdom, Australia, Macao and Japan.
XTG Group also provides IT rental assets and programs, including servers,
storage devices, laptops and desktop computers.

Duff & Phelps Canada Restructuring Inc. Page 3 of 8



3.0

XTG Group’s Canadian and US head offices are located in Mississauga, Ontario
and Morrisville, North Carolina, respectively. These facilities are leased, as are
the other seven North American facilities from which the XTG Debtors currently
operate. These other facilities are located in Richmond Hill, Ontario, Georgia,
Washington, Maine, lllinois, Connecticut and California.

At the commencement of the receivership proceedings, the XTG Group
employed globally approximately 260 individuals. There are presently
approximately 180 employees, including 48 in Canada and 100 in the US. The
headcount reduction resulted primarily from the sale of the German subsidiary in
May, 2014.

XTG Group’s workforce is not unionized; it does not maintain any employee
pension plans.

The XTG Debtors have continued to operate in the normal course under the
direction of its management. Callidus has continued to fund the XTG Debtors’
operations since the commencement of these proceedings. Employees continue
to be employed by the XTG Debtors in accordance with the Receivership Order.

Since the Sale Approval Date, the Receiver has been monitoring the affairs of
the XTG Debtors. The Receiver has not been making business or operating
decisions concerning the XTG Debtors.

Sale Process and Transaction

1.

The Receivership Order approved the Sale Process, including an offer submitted
by the Purchaser as a “stalking horse” for substantially all of the XTG Debtors’
business and assets pursuant to an Asset Purchase Agreement dated
October 25, 2013 between the Receiver and the Purchaser.

The Receiver carried out the Sale Process in accordance with the Receivership
Order. No offers were submitted in the Sale Process and the Court accepted the
Receiver's conclusion that the Transaction provided the best outcome for
stakeholders. Additional background information on the Sale Process and the
Transaction were detailed in the Receiver's First Report to Court dated
November 19, 2013, a copy of which is attached as Appendix “B”, without
appendices.

On November 22, 2013, the Court approved the Transaction. The US Court
issued an Order approving the Transaction on November 25, 2013 (the “US Sale
Approval Order”).

The Receiver has been advised by Callidus and its legal counsel that it remains
the intention of Callidus to complete the Transaction and that Callidus expects for
the Transaction to close by the end of this year. The Receiver will file a further
report with the Court should the Transaction not close by December 31, 2014.
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There does not appear to be any prejudice to creditors resulting from the delayed
closing of the Transaction. Post-filing obligations being incurred by the XTG
Debtors, including for employee payroll costs, inventory suppliers and landlords,
are being paid in the normal course’. Most of the trade vendors continue to have
the XTG Debtors on cash on delivery or similar terms. The Receiver has
continued to oversee the XTG Debtors’ cash management and inventory
procurement primarily with a view to monitoring the status of obligations to post-
filing suppliers. The Receiver intends to continue these procedures until the
Transaction closes.

4.0 Winthrop

1.

Pursuant to a Lease Agreement dated December 12, 2012 and related
schedules and riders thereto (the “Lease”), Winthrop provided equipment lease
financing to IT Xchange Financial Services LLC (“ITXFS”).

Following an objection filed with the US Court by Winthrop in November, 2013,
Winthrop, the Receiver, the XTG Debtors and Callidus agreed on the treatment
of the Lease up to the closing of the Transaction. Paragraph 19 of the US Sale
Approval Order details the terms of the agreement. A copy of the US Sale
Approval Order is attached as Appendix “C”.

Pursuant to Paragraph 19 of the US Sale Approval Order, post-filing payments
due under the Lease were to be paid by the Receiver or Callidus, on behalf of the
XTG Debtors (which remain in possession and control of their business), and any
cure amounts were to be addressed on the closing of the Transaction, by which
time the Purchaser was to determine whether it would assume the Lease.

There is presently a dispute among Winthrop, on the one hand, and the XTG
Debtors and the Receiver, on the other, as to whether ITXFS exercised its
buyout option at the expiry of the Initial Term or whether the Lease was
automatically renewed for a one year term, with corresponding Lease payments
continuing to accrue.

Based on the Receiver's review of this issue and discussions with ITXFS
management, the Receiver notes the following:

° It is the XTG Debtors’ position that the purchase option was exercised for
each schedule;

° Other than legal fees to which Winthrop may be entitled, ITXFS has made
all payments due under the Lease through the Initial Term for each Lease
schedule;

? As detailed in Section 4 below, Winthrop takes the position that it is owed certain amounts which have accrued since the Sale

Approval Date.
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° The net book value of the equipment subject to the Lease is nominal
(presently approximately $45,000) relative to the amount claimed by
Winthrop (approximately $1.1 million as at the date of this Report); and

° Winthrop continues to send quarterly invoices to ITXFS for approximately
$135,000 per schedule.

6. The following correspondence has been exchanged between Faegre Baker
Daniels LLP (“FBD”), legal counsel to Winthrop, and Chaitons LLP (“Chaitons”),
the Receiver’s Canadian counsel:

° August 18, 2014: FBD sent a letter to Chaitons, a copy of which is
attached as Appendix “D”, setting out Winthrop’s position, including that
the Receiver elected to assume the Lease pursuant to Paragraph 19 of
the US Sale Approval Order and that there were unpaid post-filing Lease
charges owing to Winthrop of approximately $683,000 as at August 18,
2014.

° August 22, 2014: Chaitons sent a letter to FBD, a copy of which is
attached as Appendix “E”, setting out the Receiver's position, including
that the Receiver did not assume the Lease, it was the Receiver's
understanding that the Lease matured on the expiry of the Initial Term
and that all payments due under the Lease, including the agreed-upon
buyout price, had been paid. Furthermore, based on accounting
information provided by ITXFS, the letter states that Winthrop had been
paid $60,000 more than it is entitled, which should be paid by Winthrop to
ITXFS. The Receiver, on behalf of ITXFS, also requested a Bill of Sale
for the equipment subject to the Lease so that title to the equipment could
be transferred to ITXFS.

° September 9, 2014: FBD sent a letter to Chaitons, a copy of which is
attached as Appendix “F”, rejecting the Receiver’'s position, stating that
the purchase option under the Lease was never exercised by ITXFS, a
notice of termination was never delivered by ITXFS and that Winthrop
does not have any surplus funds to which ITXFS is entitled.

7. In addition to the written correspondence noted above, the Receiver's US legal
counsel, Allen & Overy LLP, has had several telephone discussions with FBD
regarding these issues.

8. On October 24, 2014, Winthrop filed a motion with the US Court for an order,
inter alia, seeking to compel payment by the Receiver (on behalf of the XTG
Debtors) of all post-filing Lease payments, which are estimated by Winthrop to
total approximately $1.1 million. The hearing is scheduled for November 20,
2014. The Receiver intends to file an objection to Winthrop’s motion prior to the
objection deadline of November 10, 2014.
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5.0 Vernon Litigation

1.

6784984 formerly operated an IT rental asset business from Markham, Ontario.
The business was similar to the business presently operated by ITXFS.

On August 26, 2010, one of the individual defendants, William Sioles, resigned
from his position as Business Development Manager of 6784984. Shortly
thereafter, Mr. Sioles became an employee of ITXFS.

In November, 2010, 6784984 commenced the Vernon Litigation against a
number of individual and corporate defendants, including ITXFS. The claim was
for, inter alia, damages in the amount of $7.5 million for (i) misappropriation,
misuse and conversion of confidential information belonging to 6784984,
including an accounting and other relief; (ii) inducing breach of contract and
wrongful interference with the contractual and beneficial relations between
6784984 and its customers, suppliers and employees; and (iii) as against Mr.
Sioles, for breach of contract, breach of fiduciary duty, breach of confidence and
breach of the duty of good faith and fidelity.

The Receiver’'s legal counsel has been corresponding with 6784984's legal
counsel, Birenbaum, Steinberg, Landau, Savin & Colraine LLP (“Birenbaum?”). In
February, 2014, Birenbaum advised that it intended to seek an order to lift the
stay to continue the Vernon Litigation against the XTG Debtors. The Receiver’s
legal counsel has advised Birenbaum on numerous occasions that it would
oppose such a motion as it did not see any basis for the Court to grant leave to
continue the action against the XTG Debtors, including because the Transaction
for the XTG Debtors’ business and assets had been approved by the Court and
the US Court on notice to 6784984 c/o Birenbaum.

Following unsuccessful discussions between Birenbaum and the Receiver's
counsel, Birenbaum advised it was instructed to arrange a 9:30 a.m. appointment
to set a date for the lift stay motion and to add the Receiver and the Purchaser as
parties to the action.

On September 15, 2014, the Ontario Superior Court of Justice issued an Order
Dismissing the Action for Delay (“Dismissal Order”). A copy of the Dismissal
Order is attached as Appendix “G”.

On October 24, 2014, 6784984 filed a motion returnable December 15, 2014 for
an order setting aside the Dismissal Order.

Should the Dismissal Order be set aside, the Receiver will continue to take the
position that the stay of proceedings should not be lifted to continue the Vernon
Litigation against the XTG Debtors. The Receiver also intends to oppose any
motion to add it as a defendant in the Vernon Litigation.

* * *
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All of which is respectfully submitted,
QU% ¢ //wéflé, — @Mumﬁg/ /mc,
/

DUFF & PHELPS CANADA RESTRUCTURING INC.

IN ITS CAPACITY AS RECEIVER OF

XCHANGE TECHNOLOGY GROUP LLC, IT EXCHANGE INC.,

IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,

BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC AND NOT IN ITS PERSONAL CAPACITY
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DUFF & PHELPS

COURT FILE NO: CV-13-10310-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

CALLIDUS CAPITAL CORPORATION

APPLICANT
- AND -

XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

RESPONDENTS

FIFTH REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER OF
XCHANGE TECHNOLOGY GROUP LLC, IT XCHANGE INC.,
IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,
BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC

APRIL 1, 2015

1.0 Introduction

1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc. (“D&P”)
in its capacity as receiver (“Receiver”) of the property, assets and undertaking of
Xchange Technology Group LLC, IT Xchange Inc., IT Xchange Corp.,
BlueRange Technology Corp., BlueRange Technology Inc., IT Xchange Financial
Services LLC and Partstock Computer LLC (collectively, the “XTG Debtors”).

2. The XTG Debtors have numerous foreign affiliates that are not subject to these
proceedings, nhamely IT Xchange Limited (UK); IT Xchange Japan LLC (Japan);
Hire Information Technology Ltd. (UK); Xchange Technology Rentals Ltd. (UK);
IT Xchange Macao Commercial Offshore Ltd. (Macao); and IT Xchange Pty Ltd.
(Australia) (collectively, with the XTG Debtors, the “XTG Group”). A corporate
organizational chart of the XTG Group is provided in Section 2 below.
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1.1

1.2

Pursuant to an order of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) made on October 29, 2013 (the “Receivership Order”), D&P was
appointed Receiver. A copy of the Receivership Order is attached as Appendix
“A”.

On October 30, 2013, the Receiver, as Foreign Representative, commenced
proceedings in the United States Bankruptcy Court for the District of Delaware
(“US Court”) seeking recognition of the Canadian receivership proceeding under
Chapter 15 of the US Bankruptcy Code as a foreign non-main proceeding. On
October 30, 2013 and November 25, 2013, the US Court entered orders granting
provisional relief in aid of the Canadian proceeding and the Recognition Order,
respectively.

The primary purpose of these proceedings has been to complete a sale of
substantially all of the XTG Debtors’ business and assets through a Court
supervised sale process (“Sale Process”).

On November 22, 2013, the Court issued an order approving a sale
(“Transaction”) by the Receiver of the XTG Debtors’ business and assets to
2393134 Ontario Inc. (the “Purchaser”), an entity incorporated by Callidus Capital
Corporation (“Callidus”), the principal secured creditor of the XTG Debtors. The
Transaction was completed on January 2, 2015.

Purposes of this Report

1. The purposes of this report (“Report”) are to:
a) Provide background information about the XTG Debtors;
b) Set out the Receiver's understanding that the $3 million “carve-out”
amount from the purchase price in an Asset Purchase Agreement dated
October 25, 2013 between the Receiver and the Purchaser (the “APA”")
was intended to be expressed in US dollars; and
C) Support the requested order rectifying the APA to state that the remaining
obligation owing from the XTG Debtors to Callidus be denominated in US
dollars.
Currency
1. All currency references in this Report are to US dollars unless otherwise

specified.
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2.0 Background Information

1. XTG Group was founded in 1996 in Ontario by Jeff McFarlane. XTG Group’s
corporate organizational chart is set out below (the XTG Debtors are shaded).

Jeff McFarlane

WW Class
Holdings
BVI)

Xchange
Technology
Group LLC

(Us)

IT IT BlueRange IT IT Xchange IT BlueRange
Xchange Xchange Technology Xchange Macao Xchange Technology

Inc. Corp. Corp. Limited Commercial Pty Ltd. Inc.
(Canada) (us) (us) (UK) Offshore (Australia) (Canada)
Ltd. (MCO)

IT Xchange PartStock IT Xchange Xchange
Financial Computer Japan LLC Technology
Services LLC (Japan) RentalsLtd.
LLC us) (UK)
(us)

|
Hire
Information
Technology
Limited
(UK)

2. The organizational chart excludes a German subsidiary, Xchange Technology
GmbH (Germany), the shares of which were sold in these proceedings pursuant
to a Court Order made on May 1, 2014.

3. XTG Group was a supplier of information technology (“IT”) products with
operations in Canada, the United States, the United Kingdom, Australia, Macao
and Japan. XTG Group also provided IT rental assets and programs, including
servers, storage devices, laptops and desktop computers.
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4, Additional background information on the XTG Debtors, the Sale Process and
the Transaction were detailed in the Receiver's First Report to Court dated
November 19, 2013 (the “First Report”), a copy of which is attached as Appendix
“B”, without appendices.

3.0 Sale Process and Transaction

1. The Receivership Order approved the Sale Process, including an offer submitted
by the Purchaser as a “stalking horse” for substantially all of the XTG Debtors’
business and assets pursuant to the APA.

2. The Receiver carried out the Sale Process in accordance with the Receivership
Order. No offers were submitted in the Sale Process and the Court accepted the
Receiver's conclusion that the Transaction provided the best outcome for
stakeholders, as more fully detailed in the First Report.

3. On November 22, 2013, the Court approved the Transaction pursuant to an
Order made on that date (the “Sale Approval and Vesting Order”). A copy of the
Sale Approval and Vesting Order is attached as Appendix “C”. The US Court
issued an Order approving the Transaction on November 25, 2013.

3.1 The APA!

1. The APA was negotiated by the Purchaser, Callidus and the Receiver in advance
of the receivership as a stalking horse bid. The APA was drafted by the
Receiver’'s counsel and approved by all parties to the Transaction. A copy of the
APA is attached as Appendix “D".

2. At the time of the Receivership Order, Callidus was owed in excess of US$38
million by the XTG Debtors. It was agreed that the purchase price for the
Purchased Assets would be the amount of the XTG Debtors’ obligations to
Callidus as at the completion of the Transaction, less a “carve-out” of US$3
million, plus the Priority Payables Amount (the “Purchase Price”). The Purchase
Price was to be satisfied by way of a credit bid.

3. At the closing on January 2, 2015, upon payment of the Purchase Price and
satisfaction of all conditions set out in the APA, the Receiver delivered to the
Purchaser the Receiver’s Certificate which, pursuant to Paragraph 3 of the Sale
Approval and Vesting Order, caused “all of the right, title and interest of the XTG
Debtors in and to the Purchased Assets [to] vest absolutely in the Purchaser, its
nominees or assignees”. A copy of the Receiver’'s Certificate is attached as
Appendix “E”.

! Capitalized terms in the section of the Report not otherwise defined shall have the meanings provided to them in the APA.
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4, During the negotiation and preparation of the APA, the Receiver and its counsel
were advised by representatives of Callidus and its legal counsel that the “carve-
out” of US$3 million from the Purchase Price was intended to correspond to the
principal amount guaranteed by Mr. McFarlane to Callidus in respect of the
various loan facilities made by Callidus to the XTG Debtors pursuant to an
Amended and Restated Limited Guarantee dated October 11, 2012, as amended
on June 6, 2013 (the “Guarantee”). Section 1 of the Guarantee provides:

“The undersigned hereby jointly and severally (if more than one) hereby
guarantees payment to the Lender, upon demand therefore being upon the
undersigned, of all Obligations (as defined in the Loan Agreement) now or
at any time and from time to time hereafter due or owing to the Lender from
or by the Borrowers or by any successor corporation of the Borrowers,
limted to the amount of Three Milion and 001/00 Doaollars
(US$3,000,000.00) in total; plus interest thereon ...”

5. Callidus and its counsel have advised the Receiver that the Purchase Price was
intended to be the amount of the Callidus debt less US$3 million owing to it in
order to preserve its right to pursue Mr. McFarlane under the Guarantee.

6. The particulars of the Purchase Price, including the amount of the “carve-out”,
are set out in section 2.03 of the APA. Through inadvertence and a drafting
error, the currency referenced at section 2.03 of the APA (and section 2.04 —
Satisfaction of Purchase Price) was stated in Canadian dollars as opposed to US
dollars. The error was carried through in every subsequent reference to the
Purchase Price in the APA and such error was not identified until after
completion of the Transaction.

7. The Receiver’'s First Report recommending the Transaction correctly referenced
the carve-out amount as US$3 million.

3.2 Basis for Receiver’s Support of the Relief being Sought re: APA

1. The Receiver supports an order rectifying the APA such that the “carve-out” from
the Purchase Price be in US dollars for the following reasons:

° The Receiver believes that the intention of the parties was for the “carve-
out” to correspond with the amount of the Guarantee (i.e. US$3 million).
In this regard, the Receiver’s reports to Court, including the First Report,
correctly referenced the currency of the Purchase Price and the “carve-
out” in US dollars;

° It was due to an oversight that the “carve-out” in the APA was
denominated in Canadian dollars. It should be noted that, as at the date
of the APA, the US and Canadian dollars were near par
(CAD$1:US$0.96), whereas the value of the Canadian dollar relative to
the US dollar has since significantly declined (as at the date of this
Report, the rate is CAD$1:US$0.79);
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o Callidus has advised that the error has not at any time altered the
intention of the parties or factored into its internal assumptions and
calculations regarding the APA, the Guarantee and/or related matters;
and

o The clarification does not have any impact on the results of the Sale
Process given that, inter alia, the Purchaser’s stalking horse bid was the
only offer submitted in the Sale Process and the value of the Transaction
was well in excess of the liquidation value of the XTG Debtors’ business
and assets.

2. The Receiver has advised Callidus’ legal counsel that Mr. McFarlane will be
served with a copy of these motion materials as he is the only party with an
interest in the relief being sought.

4.0 Conclusion

1. Based on the foregoing, the Receiver supports the relief being sought.

* * *

All of which is respectfully submitted,

Depl + FPhetos Camada Fendicloring Toe.

DUFF & PHELPS CANADA RESTRUCTURING INC.

IN ITS CAPACITY AS RECEIVER OF

XCHANGE TECHNOLOGY GROUP LLC, IT EXCHANGE INC.,

IT XCHANGE CORP., BLUERANGE TECHNOLOGY CORP.,

BLUERANGE TECHNOLOGY INC., IT XCHANGE FINANCIAL SERVICES LLC AND
PARTSTOCK COMPUTER LLC AND NOT IN ITS PERSONAL CAPACITY

Duff & Phelps Canada Restructuring Inc. Page 6 of 6



	Insert from: "Appendix D - US Sale Order dated Nov. 25, 2013.pdf"
	httpsecf.deb.uscourts.govcgi-binshow_temp.pl?file=file0.483996405356692.pdf&type=applicationpdf
	httpsecf.deb.uscourts.govcgi-binshow_temp.pl?file=file0.87806712216431.pdf&type=applicationpdf
	httpsecf.deb.uscourts.govcgi-binshow_temp.pl?file=file0.632830242949666.pdf&type=applicationpdf


