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INTRODUCTION 

1. On December 2, 2008, Universal Settlements International Inc. (“USI” or the 

“Company”) filed for and obtained protection from its creditors under the Companies’ 

Creditors Arrangement Act R.S.C. 1985 c. C-36, as amended (the “CCAA”) pursuant to 

provisions of an Order of this Court dated December 2, 2008 (the “Initial Order”).  

Pursuant to the Initial Order, Ernst & Young Inc. was appointed as monitor (solely in its 

capacity as monitor and not in its personal or corporate capacity, the “Monitor”) of the 

Company during these CCAA proceedings (the “CCAA Proceedings”). 

2. To date, the Monitor has filed twenty-seven reports with this Court, which are available 

on the Monitor’s website at www.ey.com/ca/universalsettlements (the “Monitor’s 

Website”). Details of the background to the CCAA Proceedings are set out in the 
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Twenty-Third Report of the Monitor dated March 24, 2015.  A summary of the CCAA 

Proceedings to date is included in this Supplemental Report beginning at paragraph 10. 

PURPOSE OF THIS REPORT 

3. This supplement to the twenty-seventh report (the “Supplemental Report”) provides: 

(a) a summary of the main events that have occurred in these CCAA Proceedings to 

date; 

(b) an update on the activities of USI and the Monitor since the twenty-seventh 

report of the Monitor, dated January 30, 2018; 

(c) the Monitor’s review and recommendation with respect to the Company’s 

motion to:  

(i) authorize and direct the Company to distribute the remaining funds in the 

Monitored Trust Account (defined herein as “Final Distribution”), less 

necessary funds reserved for legal and administrative fees necessary to 

complete the Final Distribution; 

(ii) approving the fees and disbursements of the Monitor and its counsel, 

Blakes Cassels & Graydon LLP (“Blakes”); and  

(d) an update on unclaimed funds, and a protocol for handling such funds; 

(e) an update on the outstanding claims in the Claims Process; and 

(f) an update on the receipts and disbursements in the Monitored Trust Account. 
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TERMS OF REFERENCE 

4. In preparing this Supplemental Report and making the comments herein, the Monitor has 

been provided with, and has relied upon certain unaudited, draft and/or internal financial 

information, the Company’s books and records, discussions with management of USI 

(“Management”) and information from other third-party sources (collectively, 

the “Information”).  Except as described in this Supplemental Report: 

(a) The Monitor has not audited, reviewed or otherwise attempted to verify the 

accuracy or completeness of the Information in a manner that would wholly or 

partially comply with Generally Accepted Assurance Standards pursuant to the 

Canadian Institute of Chartered Accountants Handbook and, accordingly, the 

Monitor expresses no opinion or other form of assurance in respect of the 

Information. 

(b) The Monitor has prepared this Report in its capacity as a court-appointed officer 

solely for the use of the Court and has made a copy of this Report available on 

the Monitor’s Website solely for purposes of providing an update to the Court 

and Creditors.  This Report should not be used or relied upon by any other 

person or for any other purpose. 

(c) Future oriented financial information referred to in this Supplemental Report was 

prepared based on Management’s estimates and assumptions.  Readers are 

cautioned that since projections are based upon assumptions about future events 

and conditions that are not ascertainable, the actual results will vary from the 
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projections, even if the assumptions materialize, and the variations could be 

significant. 

5. Unless otherwise stated, all monetary amounts contained herein are expressed in 

Canadian dollars.   

6. Additional information regarding matters discussed herein is set out in the affidavit of 

Chris Halas, sworn March 5, 2018, upon which the Monitor has relied. 

7. Capitalized terms used in this Supplemental Report and not otherwise defined shall have 

the definitions given to them in the Plan. 

THE COMPANY 

8. USI was in the business of “life settlements”.  This business involved the purchase of life 

insurance policies from beneficiaries at a discount from their face amounts.  In order for 

investors to realize on their investment, it was necessary for the premiums on policies to 

be maintained until the policies’ maturity on the death of the policies’ insureds. 

9. USI sold participating interests in various life insurance policies to investors.  As of the 

date of its CCAA filing, USI had a portfolio of Policies (as defined below) with an 

aggregate face value of approximately US$192 million (the “Portfolio”). There were 

approximately 6,000 separate investments by individual and institutional investors in the 

Portfolio with certain individuals and institutional investors having several investments. 

USI also had a small interest in the Portfolio for its own account. A large proportion of 

USI’s investors are located in South America and Europe, including Peru, Argentina, 

Spain, Austria, and Germany. 
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BACKGROUND TO THE CCAA PROCEEDINGS 

10. As described above, the Company commenced the CCAA Proceedings on December 2, 

2008, when it filed for and obtained protection from its creditors under the CCAA. 

11. Following the commencement of the CCAA Proceedings and the appointment of the 

Monitor, USI and the Monitor worked together to develop a plan of compromise and 

arrangement that would be acceptable to a sufficient number of the Company’s creditors 

and the Court.  This involved extensive review of Company records and negotiations.  

The Claims Process 

12. On January 23, 2009, the Applicant sought and obtained approval from this Honourable 

Court for a claims procedure (the “Claims Procedure”) whereby the Applicant called for 

claims of creditors that were are not related to the purchase of Life Settlement 

investments from USI, and acknowledged claims of Purchasers based on the amounts of 

their original investments pursuant to acknowledgements of claims 

(“Acknowledgements of Claim”) delivered to Purchasers.   

13. The purpose of the Claims Procedure was to identify all Claims against the Applicant and 

its current and former directors as at January 23, 2009.   

14. The Monitor reviewed the books and records of the Applicant and prepared a claims 

schedule which set out contact information for each known Creditor together with, where 

possible, the Applicant’s information relating to that Creditor’s potential Claim.  Where it 

was possible for the Monitor to do so, based on information in the Applicant’s 

possession, the Monitor provided Acknowledgements of Claim to each Purchaser  

detailing the basic information relating to each Purchaser’s respective Claims.    
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15. The Monitor sent out 6,258 Acknowledgements of Claim and issued 1,421 Notices of 

Revision or Disallowance totalling approximately $36.1 million of claim value.  The 

Monitor received Dispute Notices from approximately 5 Purchasers totalling 

approximately $196,000. 

The Plan 

16. On June 22, 2009, an Amended Plan of Compromise and Arrangement dated June 16, 

2009 (the “2009 Plan”) was approved by this Court pursuant to the CCAA following 

approval by the requisite majorities at meetings of each class of its Creditors held on June 

17, 2009 of: (i) investors (defined in the Plan  as "Purchasers"), and (ii) ordinary trade 

and other creditors (defined in the 2009 Plan as "Ordinary Creditors", together with 

Purchasers, the  "Creditors", or “Plan Beneficiaries”).   

17. The 2009 Plan provided for the "pooling" of all policies held by USI on behalf of its 

investors, as well as all corporately owned policies (collectively, the "Policies” and 

individually a “Policy") notwithstanding any ownership interest that might have been 

asserted by Purchasers, and notwithstanding that not all Purchasers were invested in the 

same Policies.  In accordance with the 2009 Plan, the Policies were pooled and held in 

trust by USI (as trustee) for the benefit of Creditors, pursuant to a declaration of trust 

executed by USI dated July 17, 2009 (the “Canadian Trust”), in a separate account (the 

“Monitored Trust Account”).

18. For reasons set out in detail in the Twentieth Report of the Monitor, dated September 19, 

2014 (the “Twentieth Report”), USI, with the Monitor’s support, recommended the sale 

of the portfolio of Policies with a view to generating proceeds for distribution to 



- 10 - 

Creditors.  However, the 2009 Plan as approved by the Creditors in 2009 did not permit a 

sale process to be undertaken unless there were sufficient funds to pay to Purchasers 

100% of their original investments, or a sale would produce the equivalent recovery to 

Purchasers.  USI determined with the assistance of actuarial consultants Lewis & Ellis, 

Inc., Actuaries & Consultants (“L&E”) that recoveries to this extent were unlikely to 

occur.  As a result, in order for a sale of the Policies to be undertaken, it was necessary to 

amend the 2009 Plan.  Pursuant to a report dated September 18, 2014, USI recommended 

to Creditors that they approve an amendment to the 2009 Plan to permit a sale of the 

Policies (the “Plan Amendment”). 

19. In order to facilitate the Company’s recommendations to Creditors, on October 1st , 2014, 

the Company sought and obtained from the Court two orders: 

(a)  the “Meetings Order” authorizing the Company to file the proposed Plan 

Amendment with the Court and to submit the proposed Plan Amendment to the 

Creditors for their consideration and vote at separate meetings of Ordinary 

Creditors and Purchasers (the “Creditors’ Meetings”); and 

(b) the “Sale Process Order” authorizing the Monitor to carry out a sale and 

investor solicitation process in accordance with the terms of the Sale Process 

Order, immediately upon and in the event of: (a) the achievement of the requisite 

statutory thresholds for approval of the Plan Amendment by the Creditors at the 

Creditors’ Meetings; and (b) the issuance of an order of the Court sanctioning the 

Plan, as amended by the Plan Amendment. 
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20. For logistical reasons as further detailed in the Twenty-First Report of the Monitor dated 

November 17, 2014 (the “Twenty-First Report”), there was a delay in the delivery of 

notice of the Creditors’ Meetings to Creditors in Europe.  The Company and the Monitor 

felt it appropriate in the circumstances to adjourn the Creditor’s Meetings, originally 

scheduled for November 5, 2014, to November 24, 2014.  During the period of the 

adjournment, as outlined in more detail in the Twenty-First Report, the Monitor and the 

Company took additional steps to give notice of the Creditors’ Meetings to Creditors.  

21. The period beginning on  July 4, 2009 and ending on November 31, 2014 is referred to 

herein as the “Plan Implementation and Amendment Period”) 

SISP 

22. By Order dated November 19, 2014, Mr. Justice Penny approved an amendment and 

restatement of the sale and investor solicitation process (the “SISP”) in order to reflect 

the necessary postponement of commencement of the process due to the adjournment of 

the Creditors’ Meetings and the amendment of certain of the SISP dates set out therein 

(the “Amended SISP Order”).     

23. On November 24, 2014, the Plan Amendment was approved by the requisite majorities of 

Creditors at the Creditors’ Meetings.  By Order dated November 27th, 2014, Mr. Justice 

Wilton-Siegel approved and sanctioned the Plan, as amended by the Plan Amendment 

(the “Plan”). 

24. Since implementation of the 2009 Plan in July 2009 and pursuant to the terms of the 2009 

Plan, and the Plan, the role of the Monitor has been limited to monitoring the transactions 

giving rise to the receipts and disbursements in and out of the Monitored Trust Account 
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held by USI, as trustee, as well as monitoring the implementation of the Plan by USI, 

including distributions to Creditors thereunder. When the 2009 Plan was amended by the 

Plan Amendment in November 2014, the role of the Monitor was temporarily expanded 

to include the conduct of the court-approved SISP. 

25. Pursuant to the terms of the SISP and the Amended SISP Order, the Monitor was fully 

and exclusively authorized, empowered and directed to carry out the SISP, which 

contemplated the conduct of a two-phase process.  Phase I contemplated the solicitation 

of non-binding letters of intent, or non-binding financing discussion papers or term sheets 

(the “LOIs”).  Phase II of the SISP contemplated additional due diligence being available 

to phase II qualified bidders, including the review of medical information regarding 

insureds, and the submission of binding bids.   

26. By the LOI Deadline of February 2, 2015 the Monitor had received 15 LOIs, consisting 

of 14 offers to purchase and one offer to finance the portfolio of Policies.  The Monitor 

carefully scrutinized each LOI with the assistance of counsel, and prepared a summary 

and analysis of all LOIs for the Court, which was filed confidentially. 

27. After consultation with Management (who confirmed before the commencement of the 

SISP that they did not intend to participate as a potential bidder) by February 10, 2015, 

the Monitor notified nine phase I qualified bidders that they had been qualified as phase 

II qualified bidders.  

28. Nine phase II qualified bidders were provided access to the Phase II electronic data room. 

On March 2, 2015, the deadline for the submission of qualified bids, the Monitor 
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received four qualified bids for the Policies.  Each qualified bid was reviewed and 

assessed by the Monitor based on the criteria set out in the SISP. 

29. The primary consideration for the Monitor in evaluating the bids was the price offered for 

the Policies.  The Monitor conducted a review of the prices offered for the Policies by 

each bidder in comparison to the other bids, and in comparison to the L&E valuation. 

30. Vida Capital Inc. (“Vida”) was the highest bidder prior to the Monitor’s clarifications.  

The increases to the bids that were made as a result of the Monitor’s clarifications did not 

alter the placement of Vida as the highest bidder.  A summary of the Monitor’s analysis 

of the bids, (including clarifications regarding price where obtained) was prepared for the 

Court and filed confidentially.     

RESULTS OF THE SISP 

31. After consultation with the Monitor’s counsel and USI, the Monitor recommended that a 

transaction be consummated with Vida.  On March 6, 2015, the Monitor notified Vida 

that the Company intended to move forward with a view to completing a transaction with 

them, and at the same time notified the other three qualified phase II bidders that the 

Company was working to complete a proposed transaction with another party. 

THE SALE AGREEMENT   

32. On March 24, 2015, USI executed an agreement of purchase and sale with Vida (the 

“Sale Agreement”), conditional on receiving an approval and vesting order from this 

Court.  A summary of the key terms of the Sale Agreement was provided to the Court in 

the Twenty-Third Report of the Monitor, dated March 24, 2015 (the “Twenty-Third 

Report”) at paragraph 55. 
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33. The Court approved the Sale Agreement and the transaction contemplated thereunder 

with Vida closed on April 10, 2015. 

34. The aggregate sale proceeds were paid to Mills, Potoczak & Company (the “Escrow 

Agent”) in the amount of US$38,605,655.28 (the “Total Vida Consideration”) 

comprised of a payment by Vida at Closing of US$32,473,072.25 (US$31,627,635.2 in 

respect of the adjusted cash payment and US$845,437.05 in respect of the adjusted post-

closing premiums) and release of a deposit held by the Monitor in the amount of 

US$6,132,583.03. 

35. The Total Vida Consideration was deposited into an escrow account held by the Escrow 

Agent (the “Mills Escrow Account”) established pursuant to an escrow agreement, as 

required by the terms of the Sale Agreement. 

36. In addition to the Total Vida Consideration, US$740,357.43 was paid by Vida and 

deposited in the Purchaser Premium Reserve Account (as defined in the Sale Agreement, 

and held by the Escrow Agent) to fund estimated premiums payable in respect of the 

purchased Policies due after closing but before those purchased Policies were formally 

transferred to Vida in the books and records of the  “Issuing Insurance Companies” (as 

defined in the Sale Agreement).   

37. Upon the formal transfer of each purchased Policy by the applicable Issuing Insurance 

Company to Vida, the Sale Agreement provides for the release of the purchase price 

allocation related to such purchased Policy, together with the applicable portion of the 

post-closing premiums, from the Mills Escrow Account to the Monitored Trust Account.   
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38. Approximately US$38,599,172 (net of wire transfer fees of US$6,472) has been released 

from the Mills Escrow Account to the Monitored Trust Account, leaving a balance of 

US$0 in the Mills Escrow Account.   

39. Seven purchased Policies remained to be transferred to Vida by the applicable Issuing 

Insurance Companies as of January 4, 2016 (the date of the Twenty-Fourth Report); five 

were “Zero Valued Policies” under the Sale Agreement.  All five Zero Value Policies 

lapsed as a result of the premiums not being paid (which was permitted under the Sale 

Agreement). The other two were transferred to Vida.  

40. Of relevance to USI’s present motion returnable March 14, 2018, as part of the Sale 

Agreement, USI, as trustee, is required to withhold a reserve of at least 25% of the cash 

payment (the “Vida Tax Reserve”) to fund any taxes that may be payable by virtue of 

the sale of the purchased Policies under the Sale Agreement.  The Vida Tax Reserve 

cannot be distributed to the Plan Beneficiaries until (i) there has been a final 

determination by Canada Revenue Agency (the “CRA”) of the amount of any taxes 

payable (including any taxes (other than Transfer Taxes (as defined in the Sale 

Agreement) payable by Vida by virtue of the sale of the purchased Policies under the 

Sale Agreement) and such amount, if any, has been paid out of the Vida Tax Reserve to 

the Receiver General of Canada, or (ii) a compliance or clearance certificate has been 

obtained from CRA under the Income Tax Act (Canada). 

41. Accordingly, the only remaining outstanding matter in connection with the Vida 

transaction is the release of the Vida Tax Reserve. 
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42. The Period beginning on December 1, 2014 and ending April 30, 2015 is referred to 

herein as the “SISP and Sale Period”. 

TAX RESERVE ISSUES 

43. The Vida Tax Reserve is not the only tax reserve relevant to making distributions from 

the Monitored Trust Account. The Plan requires that any distribution of funds from the 

Monitored Trust Account must also be subject to, among other things, “all applicable tax 

payment or withholding obligations”.  

44. For the purposes of calculating the tax reserves required pursuant to the Plan for 

distributions from the Monitored Trust Account to Creditors, USI had determined in 

calculating the tax reserves in connection with the Interim Distribution (defined below) 

that, the greatest possible tax liability of the USI, as trustee of the Canadian Trust, under 

Part I of the Income Tax Act (Canada), plus possible penalties and interest, was 

US$16,249,000 (however USI’s position was that no tax was in fact owing). As set out in 

paragraph 63 of the Twenty-Fourth Report of the Monitor, dated January 4, 2016 (the 

“Twenty-Fourth Report”), a reserve in this amount was taken for the purposes of 

calculating the Interim Distribution (the “Trust Tax Reserve”, together with the Vida 

Tax Reserve, the “Tax Reserves”).  Thus the aggregate Tax Reserve originally calculated 

by USI was $10,000,000 plus $16,249,000, or $26,249,000. 

45. In consultation with the Monitor, USI originally determined that the most efficient means 

of resolving and thus releasing the Tax Reserve would be a two-fold approach. First, USI 

would bring a motion for a declaration that the Canadian Trust is a bare trust, originally 

returnable on February 12, 2016 (the “Bare Trust Motion”): if the Canadian Trust is a 



- 17 - 

bare trust and not a true trust for purposes of the Income Tax Act (Canada), it would not 

be subject to income tax liabilities at the trust level, and distributions to the beneficiaries 

would not be subject to withholding taxes. Second, to address the Vida Tax Reserve, USI 

would amend the Sale Agreement to include a representation that the Purchased Policies 

are not “taxable Canadian property” for the purposes of the Income Tax Act (Canada), 

and obtain insurance from a third party insurer in favour of Vida to insure this 

representation. 

46. The Bare Trust Motion was adjourned on its original return date of February 12, 2016 to 

March 16, 2016, and subsequently adjourned sine die, in order to enable the Monitor, the 

CRA and USI’s largest Creditor, Caja Paraguay de Jubilaciones y Pensiones del Personal 

de Itaipu Binacional (“Cajubi”) to consider the relevant issues and take a position. 

47. During this time, and subsequent to the making of the Interim Distribution (defined 

below), upon further review and consideration of the Reserves, it was determined that the 

Canadian Trust’s potential Part I tax liabilities, reserved against by the Trust Tax 

Reserve, and Vida’s potential tax liabilities, reserved against by the Vida Tax Reserve, 

were mutually exclusive. If the Canadian Trust is a bare trust, then Vida may have tax 

liability as purchaser under the Vida Transaction to the extent the underlying 

beneficiaries of the Canadian Trust are non-residents and if the Purchaser Policies are 

considered taxable Canadian property, but the Canadian Trust itself would have no tax 

liability. If the Canadian Trust is a true trust, then Vida would not have tax liability as 

purchaser under the Vida Transaction because the Canadian Trust would be considered a 

Canadian resident seller, but the Canadian Trust may have tax liability if it were to have 

Canadian taxable income.  
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48. In other words, it is not possible that there would be tax liability owing in respect of tax 

liabilities that would be covered by the Vida Tax Reserve and by the Trust Tax Reserve; 

it is one or the other. As a result, providing for a tax reserve for both the Vida Tax 

Reserve and the Trust Tax Reserve at the full maximum liability amounts appeared to be 

unnecessary. 

49. Therefore, after further review and consideration for the purposes of the proposed Second 

Interim Distribution (as defined below) and the Cajubi Motion (as defined below), it was 

not necessary to count both reserves at full value. Rather, in accordance with the Plan and 

the terms of the Sale Agreement, it was sufficient to take an aggregate tax reserve of 

$16,248,542, being a $9,440,055 Vida Tax Reserve required to be held by the terms of 

the Sale Agreement, plus an additional reserve of $6,808,488. 

50. It took significant time and expertise for USI to undertake this aforementioned technical 

analysis, which the Monitor and its counsel assisted with at each step. 

INTERIM DISTRIBUTIONS 
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51. The tax issues described above have, to date, prevented USI from making a full 

distribution of funds currently held in the Monitored Trust Account to Creditors. 

However, in December 2015, USI declared that an interim distribution would be made to 

Creditors in accordance with the terms and conditions of the Plan, which interim 

distribution was made on April 1, 2016 (the “First Interim Distribution”).  Amounts 

were held back on account of the Tax Reserves, additional amounts for a cost reserve, 

and amounts for potential non-resident withholding taxes were deducted from payments 

to non-resident Purchasers of their share of the First Interim Distribution. 

52. After further consultation with the Monitor, a second interim distribution (the “Second 

Interim Distribution” together with the First Interim Distribution, the “Interim 

Distributions”) was made by USI on November 30, 2016, which included the same 

holdbacks, albeit with a reduced Tax Reserve, as discussed above. 

53. The total distribution of approximately US$13,872,000 has been made to Creditors in 

accordance with the Plan.

54. As required by the Plan, the Interim Distributions were calculated differently in respect of 

different Creditors.  Pursuant to the Plan, 96.15% of the Interim Distribution was to be 

used to pay distributions to “Purchasers”. The remaining 3.85% of the Interim 

Distribution is to be used to pay “Ordinary Creditors” only if the funds exceed the 

Litigation Contribution previously paid out of the Monitored Trust Account and then 

outstanding. The Litigation Contribution outstanding as of the date each Interim 

Distribution was approximately USD$492,000: 3.85% of the First Interim Distribution 

was approximately USD$285,000 and 3.85% of the Second Interim Distribution was 
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approximately USD$172,000 totalling US$481,000. Accordingly, because the condition 

was not met, the Ordinary Creditors did not receive an Interim Distribution. 

55. The period beginning on May 1, 2015 and ending November 30, 2016 is referred to 

herein as the “Interim Distribution Period”. 

RESOLUTION WITH THE CRA 

56. Since the filing of the Bare Trust Motion on January 29, 2016, USI has been working 

with the CRA to resolve the tax issues so that the final amount of taxes owing (if any) 

could be determined and a final distribution could be made without reservations for taxes.  

57. As part of this work, since March 16, 2016, the CRA conducted an audit to further 

understand the Policies and USI’s pre-filing transactions, in order to be able to determine 

the tax liabilities, if any, covering the period May 1, 2005 to April 30, 2016.  The 

Monitor is advised that USI had worked together with its accountant to provide CRA 

with the information it required in order to perform its audit.  Due to the atypical nature 

of this business and the additional complexity of the CCAA filing and CCAA Plan 

Implementation, the CRA required this time to be able to perform its duties. 

58. The Monitor was not directly involved with the detailed audit process (although the 

Monitor and its counsel were involved in meetings with the CRA and others at an earlier 

stage prior to the Cajubi Distribution Order), but USI and its counsel provided periodic 

updates on the status and timing of the audit process, CRA’s position with respect to the 

Canadian Trust transactions and the likely outcome and impact of the audit.  As the 

Monitor’s role in the CCAA Proceedings is limited to supervision of receipts and 

disbursements from the Monitored Trust Account and because the audit addressed some 

matters not related to the Canadian Trust, it has not had any material direct contact with 
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CRA with respect to the audit process.  Accordingly, the Monitor’s knowledge about and 

contact with CRA is primarily derived through USI and its advisors and review of 

correspondence and documents between US and CRA, as provided to the Monitor by 

USI.   

59. On Wednesday, January 31, 2018, USI sought and obtained court approval of a 

confidential audit agreement between USI and the CRA (the “Audit Agreement”), which 

the Monitor understands substantially resolved all open issues with respect to the 

Company’s tax liability.  The Audit Agreement was executed immediately following 

such Court approval, and the CRA also issued a comfort letter related to one aspect of the 

Vida Tax Reserve. 

60. As detailed in the twenty-seventh report of the monitor, dated January 30, 2018 (the 

“Twenty-Seventh Report”), the Monitor understands that the effect of the Audit 

Agreement, together with additional documents provided by CRA, is that USI will be in a 

position to make a final distribution to Creditors without deducting or reserving for any 

tax liability or withholding any taxes, subject only to the receipt by USI of a clearance 

certificate from CRA.  The Monitor understands that the Audit Agreement provides for 

the CRA to issue this clearance certificate (the “Clearance Certificate”) and that timing 

will be expedited by CRA and should be delivered within 3 months of the court’s 

approval of the Audit Agreement.  

61. The period beginning on December 1, 2016 and ending on January 31, 2018 is referred to 

herein as the “Tax Reconciliation Period”. 

OUTSTANDING CLAIMS IN THE CLAIMS PROCESS 
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62. As at November 2017, there were 5 claims (3 Purchasers and 2 Ordinary Creditors) that 

were still in dispute with a total claim value of CAD$13,796 for the Purchasers and 

CAD$702,202.11 for the Ordinary Creditors.   

63. The Monitor has since settled the 3 Purchasers’ claims and 1 of the Ordinary Creditors’ 

claims, in accordance with the Claims Procedure Order granted January 23, 2009. 

64. The Monitor allowed the 3 Purchasers’ claims in part, in accordance with its assessment, 

and those Purchasers withdrew balance of their claims by sending to the Monitor Notices 

of Withdrawal of Dispute dated January 23, 2018.  

65. The Monitor agreed to settle the Ordinary Creditor’s claim pursuant to a Settlement 

Agreement and Release between the Monitor and the Ordinary Creditor, received by the 

Monitor on November 30, 2017. 

66. As at the date of this Report there is 1 claim currently still in dispute, with an Ordinary 

Creditor, with total claim of CAD$197,301.47. The Monitor expects to send a letter dated 

March 12, 2018 to the Ordinary Creditor, with a proposed settlement and resolution. The 

settlement offer will be valid until March 26, 2018. If this claim cannot be resolved, USI 

and the Monitor will have no choice but to seek the Court’s assistance, in accordance 

with the claims procedure order. 

CAJUBI ESCROW AGREEMENT 

67. As discussed in the Halas Affidavit, in March 2016, Cajubi brought a motion requesting 

and authorizing an immediate distribution of its pro rata share of the amounts currently 

in the Monitored Trust Account.  If a distribution was made, Cajubi proposed that it 
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would account for or settle any potential tax liabilities arising from the payment so that 

neither USI nor any other Creditor would be prejudiced by the proposed distribution. 

68. By Order dated October 24, 2016 (the “Cajubi Escrow Order”), the Court granted 

Cajubi’s motion on certain conditions.  Pursuant to the Cajubi Escrow Order, the Monitor 

was authorized and directed to withdraw USD$1,926,148 from the Monitored Trust 

Account and USD$135,085.43 from the Purchaser Account (as defined in the Plan) and 

transfer those amounts as follows: USD$1,186,455.00 from the Monitored Trust Account 

and USD$135,085.43 from the Purchaser Account to Cajubi’s counsel (the “Cajubi 

Trust”), and an immediate distribution of USD$739,693.00 from the Monitored Trust 

Account to Cajubi.  In order to replicate the structure of the tax reserve in the Sale 

Agreement, the Cajubi  Trust is to be held in trust by Cajubi’s counsel until it receives 

written instructions from the Monitor or a further order of the Court to release the funds 

held in trust.  To the Monitor’s knowledge, this amount is still held in trust. 

69. If the Court grants the distribution order sought by USI in this motion, the Monitor 

expects to give instructions to Cajubi’s counsel to release the funds from the Cajubi Trust 

immediately following receipt by USI of the Clearance Certificate. 

STATUS OF DISTRIBUTION TO CREDITORS 

Determination of funds available for a final distribution 

70. Set out below is the calculation as at January 31, 2018 to determine whether there could 

be a final distribution released from the Monitored Trust Account: 

USD$000 
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Balance in Monitored Trust Account: 20,493 
Balance in Purchaser Pool Account: 2,668 

Reserve for Costs: (1,885) 

Reserve for Taxes: 0 

Excess funds        21,275 

As per section 2.2 of the Plan, an additional $5 Million is required as a reserve prior to 

determining the transferred amount into the Purchaser Pool. However, as at the date of 

this Report, all requirements under section 4.3 of the Plan have been satisfied and only 

the remaining Reserve for Costs should be required to be withheld for the calculation of 

the Final Distribution. 

Reserve for Costs 

71. In the Twenty-Sixth Report, the estimated time of completion of these CCAA 

Proceedings was August 2017.  The additional audit requirements have been the main 

contributor for the extended time to complete the final distribution.  Now that the Audit 

Agreement has been settled, the only remaining condition to making the final distribution 

is the receipt by USI of a clearance certificate from CRA.  As noted above, the Monitor 

understands that the clearance certificate will be expedited by CRA and should be 

delivered within 3 months of the court’s approval of the Audit Agreement. 

72. Besides obtaining the clearance certificate, only the few remaining administrative duties 

remain: 

(a) coordinating the Final Distribution; 
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(b) managing undistributed or unclaimed funds, as discussed further below; 

(c) coordinating the termination of these CCAA Proceedings. 

73. The estimated costs are attached hereto as Appendix “A”.  Within the costs structure 

there is an estimate for USI management fees beyond the final distribution.  This is only 

an estimate and as per the order dated October 27, 2016, the administration fee paid of 

$30,000 to USI is only approved until the Final Distribution.  The Monitor will seek 

further approval of the Court prior to payment of the amounts paid to USI after the Final 

Distribution.  However, the Monitor anticipates that some limited service will be required 

by USI as they are ultimately responsible for the distribution of the funds, regardless of 

the Monitor’s assistance through the logistics of the process.  

Unpaid or Unclaimed Funds 

74. Out of the approximately 7,000 cheques to have been issued pursuant to the Interim 

Distributions, 671 are outstanding and 417 were never issued as the Creditors had not 

cashed the previous cheques from the First Interim Distribution by the time the Company 

was ready to disburse the Second Interim Distribution or subsequently, which represents 

a total of approximately $344,500.  The residence of such Creditors are as follows: 

Country 

Number of 
Outstanding 

Cheques

% of total 
Outstanding 

Cheques

Amount of 
Outstanding 

Cheques
% of Total 

Amount

Austria 593 54.6% $460,914.19 42.4%

Canada 89 8.2% $143,304.14 13.2%

Germany 135 12.4% $127,278.40 11.7%

Taiwan 54 5.0% $81,130.77 7.5%
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Argentina 88 8.1% $69,910.46 6.4%

Switzerland 36 3.3% $63,753.07 5.9%

Liechtenstein 1 0.1% $52,584.61 4.8%

Guatemala 15 1.4% $18,859.18 1.7%

Chile 24 2.2% $18,036.05 1.7%

USA 8 0.7% $16,681.51 1.5%

China 2 0.2% $11,573.61 1.1%

Mexico 19 1.7% $9,885.21 0.9%

Venezuela 5 0.5% $4,389.19 0.4%

Colombia 9 0.8% $3,502.94 0.3%

England 2 0.2% $2,314.72 0.2%

Belize 2 0.2% $1,543.14 0.1%

Belgium 2 0.2% $924.04 0.1%

Spain 2 0.2% $771.57 0.1%

Taiwan (R.O.C.) 1 0.1% $770.03 0.1%

Total 1,087 $1,088,126.83

75. The Monitor and USI have attempted to locate Creditors in order to distribute payments 

through direct contact with the Purchasers, or indirectly through the previous 

agents/brokers of such Purchasers. 

76. The Monitor and USI have been notified by several Creditors that they do not wish to 

cash individual cheques due to the conversion fees and as such, it is difficult to determine 

what portion of the population has not received their cheques versus those that are 

holding for the final distribution to cash all of the cheques together.  The Monitor and 
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USI have also been told that financial institutions in some of the relevant jurisdictions 

will not accept cheques. 

77. Based on the current percentage and amount of undistributed and unclaimed distribution, 

USI, with the assistance of the Monitor, will be taking the following actions to contact 

Creditors and ensure distributions are received: 

(a) the Monitor, with the assistance of USI, will send to all creditors a letter 

providing Purchasers with the option of receiving a wire transfer instead of a 

cheque, in form and substance similar to the draft letter attached as Appendix

“B”; 

(b) Purchasers who confirm wire instructions will receive their portion of the Final 

Distribution (less wire transfer fees via wire transfer, if applicable); 

(c) Purchasers who confirm wire instructions and who have outstanding Interim 

Distributions will receive their portion of the Interim Distributions and Final 

Distribution (less wire transfer fees) via wire transfer; 

(d) Purchasers who do not provide wire instructions or who elect to receive their 

portion of the Final Distribution by cheque will be sent a cheque; 

(e) all Purchasers that do not respond to the letter will receive a cheque on account 

of the Final Distribution; and 

(f) the communication to Creditors and the foregoing summary will also be posted 

on the Monitor’s Website. 
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78. As per the Plan, USI is responsible for the distribution of funds to the Creditors.  To 

facilitate the process above, USI will engage Ernst & Young LLP (“EY LLP”) to assist 

in the logistics of receiving the wire information as USI does not have the capabilities to 

perform this task. USI is currently settling the terms of engagement with EY LLP, the 

details of which will be disclosed to the Court in a subsequent report. 

79. USI remains responsible for the safety, security and integrity of the process for obtaining 

wiring information and to ensure and validate that the proper individual is receiving the 

funds and in the amount as per the Plan. 

80. Due to the large number of creditors and claim amounts, the Monitor foresees that it 

would cost inefficient to make a Final Distribution by cheque to Purchasers who have not 

cashed Interim Distribution cheques or responded to the request for wire instructions.  

Using the current amounts to date, such distribution would only represent 0.01% of the 

aggregate Purchasers’ Claims. 

81. At this time USI has not determined a final plan for any funds that are unclaimed 6 

months after the Final Distribution is made.  Based on the facts and circumstances 

prevailing at the time.  USI intends to come back to Court for the approval of a proposal 

for dealing with unclaimed funds, if any.  The Monitor will speak to that proposal in a 

subsequent report to the Court. 

MONITOR AND COUNSEL FEES & DISBURSEMENTS 

THE MONITOR’S FEES  

82. Pursuant to paragraph 28 of the Initial Order, the Monitor and its legal counsel have been 

paid their fees and disbursements by the Company throughout the CCAA Proceedings. 



- 29 - 

Paragraph 29 of the Initial Order requires that the Monitor and its counsel pass their 

accounts from time to time, and the Monitor seeks to pass its accounts and those of its 

counsel in accordance therewith. 

83. The Monitor’s and counsel’s fees were last approved on July 17, 2009 in connection with 

the implementation of the 2009 Plan pursuant to the order of Mr. Justice Wilton-Siegel 

attached hereto as Appendix “C”.  Monitor’s fees up to the period ending July 3, 2009 

and its counsel’s fees up to the period ending July 10, 2009 were approved.  

84. While there have been many motions and court attendances in these CCAA Proceedings 

since July 17, 2009, the Monitor has not sought approval for its and its counsel’s fees in 

the CCAA Proceedings, deferring instead until there was to be a Final Distribution to 

Creditors, but the Monitor has kept the court and the Creditors apprised of its fees, those 

of its counsel and those of USI’s counsel, Rueters, in the summary statements of receipts 

and disbursements, itemized under the heading “Restructuring Expenses”, included in the 

following Monitor’s reports:  Eleventh, Twelfth, Thirteenth, Fourteenth, Fifteenth, 

Sixteenth, Seventeenth, Eighteenth, Nineteenth, Twentieth, Twenty-Fourth, Twenty-

Fifth, and Twenty-Sixth Reports.  These reports tracked professional fees for the 

reporting period, and in the aggregate for the period from July 21, 2009 to the date of the 

applicable report.

85. The Monitor and its counsel have maintained detailed records of their professional time 

and costs incurred during the course of the CCAA Proceedings. The Monitor now 

respectfully seeks the approval of its fees and disbursements and the fees and 
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disbursements of its counsel for the period from July 3, 2009 (in the case of the Monitor) 

and July 10, 2009 (in the case of counsel) to January 31, 2018 (the “Fee Period”). 

86. The total fees and disbursements (exclusive of HST) of the Monitor during the Fee Period 

are detailed in the affidavit of Karen Fung, sworn March 9, 2018 attached hereto as 

Appendix “D”.  The Monitor’s incurred fees (excluding disbursements and HST) can be 

summarized as follows: 

(a) Plan Implementation and Amendment Period (June 20, 2009 – Nov. 31, 20141):  

$1,966,557.64; 

(b) SISP and Sale Period (Dec. 1, 2014 – April 30, 2015):  $695,551.48 

(c) Interim Distribution Period (May 1, 2015 – Nov. 30, 2016):  $581,049.28 

(d) Tax Reconciliation Period (Dec. 1, 2016 – Jan. 31, 2018):  $205,643.54 

87. The total fees and disbursements (exclusive of HST) of the Monitor’s counsel, Blakes 

during the Fee Period are detailed in the affidavit of Milly Chow, sworn March 9, 2018 

attached hereto as Appendix “E”.  The Blakes incurred fees (excluding applicable taxes) 

can be summarized as follows: 

(a) Plan Implementation and Amendment Period (July 11, 2009 – Nov. 31, 2014):  

$630,119.57 

(b) SISP and Sale Period (Dec. 1, 2014 – April 30, 2015):  $288,976.93 

1 Monitor fees up to July 3, 2009 have been approved by the Order of Mr. Justice Wilton-Siegel attached hereto as 
Appendix C. 
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(c) Interim Distribution Period (May 1, 2015 – Nov. 30, 2016):  $585,408.81 

(d) Tax Reconciliation Period (Dec. 1, 2016 – Jan. 31, 2018):  $190,991.00 

88. The Monitor has reviewed the accounts of its counsel and believes that the accounts of 

Blakes are reasonable in the circumstances and respectfully requests that the Court 

approve its fees and disbursements and those of its counsel. 

THE MONITORED TRUST ACCOUNT 

89. In its Twenty-Sixth Report, the Monitor provided a Statement of Receipts and 

Disbursements (“R&D”) for the period since the Plan Implementation Date to July 

31, 2016.  The Monitor has continued to monitor the transactions carried out in the 

Monitored Trust Account since its Twenty-Sixth Report. As at January 31, 2018, the 

Monitored Trust Account was holding cash in trust totaling approximately $21,629,857, 

as reflected in the R&D attached as Appendix “F”.  The Monitor continues to use the 

historical exchange rate of CAD$1 = US$0.95. 

90. The receipts for the reporting period from August 1, 2016 to January 31, 2018 

(the “Reporting Period”) of $48,626 is related to bank interest. 

91. Total disbursements for the Reporting Period were approximately $7,754,000 and were 

largely comprised of the $2,027,524, payment to Cajubi2 and $4,182,000 to the 

Purchased Pooled Account for the Second Interim Distribution, and payment of the post-

Plan administrative fee to USI in the amount of $730,0003 and professional fees and 

2 As approved by the Court pursuant to paragraph 1a) and 1c) the order of Mr. Justice Penny dated October 24, 2016 
with respect of Cajubi’s pro rata share of total distribution. 
3 This payment was made pursuant to the endorsement of Mr. Justice Penny, dated March 16, 2016 and the Court 
Order dated October 24, 2016. 
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disbursements of approximately $753,000.4  The remaining amount only relates to bank 

service charges. 

CONCLUSIONS AND RECOMMENDATIONS 

92. For the reasons set out in this Supplemental Report, the Monitor recommends that this 

Court issue the order requested by USI and: 

(a) authorize and direct the Company to make the Final Distribution; 

(b) approve the fees and disbursements of the Monitor and Blakes. 

4 This cost includes professional fees accrued from before the Reporting Period. 
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ALL OF WHICH is respectfully submitted this 10th day of March, 2018. 

ERNST & YOUNG INC., 
Court-appointed Monitor of Universal 
Settlements International Inc. and not in 
its personal or corporate capacity. 

Per; 

Brian Denega 
Senior Vice-President 



Appendix A 

Statement of Estimated Costs 



Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Total
Monitor 135,000$                       25,000$      25,000$      150,000$                           50,000$      50,000$      25,000$      25,000$      25,000$      160,000$      100,000$    105,000$    875,000$         
Counsel 50,000$                         25,000$      25,000$      50,000$                             40,000$      40,000$      25,000$      25,000$      25,000$      50,000$        50,000$      50,000$      455,000$         
Reuters 50,000$                         15,000$      15,000$      50,000$                             15,000$      15,000$      15,000$      15,000$      15,000$      50,000$        50,000$      50,000$      355,000$         
USI 30,000$                         30,000$      30,000$      30,000$                             10,000$      10,000$      10,000$      10,000$      10,000$      10,000$        10,000$      10,000$      200,000$         
Totals 265,000$                       95,000$      95,000$      280,000$                           115,000$    115,000$    75,000$      75,000$      75,000$      270,000$      210,000$    215,000$    1,885,000$      
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Draft Letter to Creditors 



USI Letterhead 

CREDITOR NAME 

CREDITOR ADDRESS 

Re: Universal Settlements International Inc. (“USI”) 
Re: The Final Distribution under the Amended Plan of Comprise and Arrangement  

Dear: [FIRST NAME] 

We are writing to advise you that on January 30, 2018, the Court approved an audit agreement 

between USI and the Canada Revenue Agency (“CRA”), the Canadian tax authority relating to 

the tax liability of USI.  The result of this audit agreement is a positive outcome that will allow 

USI to make a final distribution of proceeds to Creditors under the Plan, with no withholding 

taxes being applied. It is estimated that the amount of the final distribution will be approximately 

15-20% of the Original Investment amount, dependant on final professional and administration 

fees and the reserve for costs.  

On March 14, 2018, USI received a Court Order allowing for a final distribution.  As we prepare 

to make a final distribution of the remaining distributable funds, we have been made aware by a 

number of creditors that interim distribution cheques could not be cashed by certain banks in 

certain jurisdictions as rules had been implemented preventing them from accepting and 

cashing cheques. USI is therefore putting in place a procedure whereby creditors can request 

that their distribution be made by wire transfer, and has negotiated a favourable wire fee of 

US$15.00 for the outgoing wire for those creditors requesting funds by wire. This amount will be 

deducted from the Creditors’ pro-rata gross distribution amount. Note also that the Creditors’ 

receiving Bank may also charge an additional fee for this service. 

Wire distributions to creditors will only be made if requested by the Creditor, and the request is 

received by USI two weeks’ prior to the final distribution following the steps described below. All 

other distributions will be made by cheque and mailed to the Creditors’ current address on file. 

To request a payment by wire: 

Go to USI’s website: www.universalsettlements.com

CLICK on “Request for Wire Payment” 

You will be redirected to a site that requires the submission of various validating information in 

addition to banking information.  Note you may need to talk with your Bank to get the correct 

wiring information required. Please ensure the completed template is checked thoroughly, as 

this is what will be used by the remitting Bank to execute the wire. If any errors are made in 

entering the required information, once the funds are wired they are not recoverable, and full 

responsibility and liability will lie solely with the Creditor supplying and submitting an incorrectly 

completed “Request for Wire Payment”. 



USI ASSUMES NO RESPONSIBILITY WHATSOEVER FOR AN INCORRECTLY COMPLETED 

REQUEST FOR WIRE PAYMENT. 

For validating information, you will require this letter, and additional information that would be 

located on your proven claim form or on cheques from previous distributions.

To assist Creditors, the “Request for Wire Payment” instructions will be translated into German 

and Spanish, the information entered into the “Request for Wire Payment” must be in ENGLISH 

in order to be accepted for payment purposes.  The remitting Bank will only accept wire 

requests in English. 

For those that do not submit a ”Request for Wire Payment”, cheques will be issued. 

1. If you have not received a previous cheque for the First and Second Interim 
Distributions and had a Purchaser Claim, please contact the Monitor or USI 
immediately to confirm we have the correct address.  

2. If you have received a previous cheque but have not cashed it, your cheque is now 
VOID.  Amounts outstanding from previous distributions will be added to the final 
distribution.  

If we do not receive communication from creditors that have not cashed their previous 

distribution cheques, those creditors’ distributions may be deemed undeliverable and such 

distributions (including future distributions) may be redistributed to other creditors. A formal 

process for dealing with unclaimed distributions has not been established at this time. However, 

we expect a formal process to deal with unclaimed distributions will be put before the Court for 

approval in early 2018 in anticipation of a final distribution to creditors. 

For more information you may contact: 

Universal Settlements International Inc. at: 

info@universalsettlements.com
+1-905-331-9171 

Or the Monitor at: 

or the Ernst & Young Inc., the Monitor at: 

universal.settlements@ca.ey.com 

+1-866-945-5044 (Canada/USA) 

+1-416-943-5446 (Outside Canada/USA) 

Fax: +1-416-943-3300 
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Order of Justice Wilton-Siegel, dated July 17, 2009, approving fees 









Appendix D 

Affidavit of Karen Fung, regarding Monitor Fees 




















































































































































































































































































































































