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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. Details of the background to the current status of the CCAA Proceedings are set out in 

the Twentieth Report of the Monitor dated September 19, 2014 (the “Twentieth 

Report”).  Capitalized terms not otherwise defined herein have the meaning given to 

them in the Twentieth Report. 

3. To date, the Monitor has filed twenty two reports with this Court, which are available on 
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the Monitor’s website at www.ey.com/ca/universalsettlements (the “Monitor’s 

Website”). 

4. USI is in the business of "life settlements".  This business involves 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 is necessary for the premiums on policies to be 

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

5. USI sold fractional interests in various life insurance policies to investors.  As of the date 

of its CCAA filing, USI had a portfolio of policies with an aggregate face value of 

approximately US $192 million and approximately 6,000 separate investments by 

individual and institutional investors in its portfolio of policies, some of whom had 

multiple 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 

countries such as Peru, Argentina, Spain, Austria, and Germany.  As a result of these 

CCAA Proceedings, some institutional investors, such as the Bank of Austria, have 

bought out some of their individual customers’ claims. 

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

2009 (the “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 Plan as "Ordinary Creditors", together with Purchasers, the  

"Creditors", or “Plan Beneficiaries”).  A copy of the Plan is attached hereto as 

http://www.ey.com/ca/universalsettlements
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Appendix “A”. 

7. The Plan provides 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.  The pooled Policies are held in trust by USI for the benefit of Creditors, 

pursuant to a declaration of trust executed by USI.  No distributions have been made to 

Creditors since implementation of the Plan. 

8. For reasons set out in detail in the Twentieth Report, USI, with the Monitor’s support, has 

recommended the sale of the portfolio of Policies with a view to generating proceeds for 

distribution to Creditors. 

9. The 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.  As discussed 

in the Monitor’s previous Reports, USI had determined with the assistance of actuarial 

consultants Lewis & Ellis, Inc., Actuaries & Consultants (“L&E”) that this outcome was 

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

determined necessary by USI and the Monitor to first amend the Plan.  Pursuant to a 

report dated September 18, 2014, USI recommended to Creditors that they approve an 

amendment to the Plan to permit a sale of the Policies (the “Plan Amendment”). 

10. In order to facilitate the Company’s recommendations to Creditors, on October 1st , 2014, 
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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”) in the manner as indicated in the 

Meetings Order; 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. 

11. As detailed in the twenty-first report of the Monitor (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.  

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

restatement of the sale and investor solicitation process (as amended and restated, the 
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“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”).    A copy of the Plan 

Amendment and the SISP attached as Schedule A thereto is attached hereto as Appendix 

“B”.  

13. As discussed in detail in the Twenty-Second Report of the Monitor dated November 24, 

2014, on November 24, 2014, the Plan Amendment was approved by the requisite 

majorities of Creditors at the Creditors’ Meetings. 

14. By Order dated November 27th, 2014, Mr. Justice Wilton-Siegel approved and sanctioned 

the Plan, as amended by the Plan Amendment. 

15. As described in further detail in this Report, upon obtaining sanction of the Court, the 

Monitor commenced its conduct of the SISP.  As further discussed below, as a result of 

this process, USI has executed an asset purchase agreement (the “Sale Agreement”) with 

the successful bidder, Vida Capital Inc. (“Vida”), conditional on obtaining court 

approval.   

PURPOSE OF THIS REPORT 

16. This twenty-third report (the “Twenty-third Report” or “Report”) is filed in support of 

USI’s motion for an Order, among other things, approving the sale of 112 Policies 

representing all Policies held by USI for the benefit of its Creditors to Vida and vesting  

all right, title and interest of USI’s and the Plan Beneficiaries in and to the Policies in 
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Vida (the “Approval and Vesting Order”).  This Report also provides:   

(a) an update on the Company’s cash flow in respect of the Policies from Plan 

Implementation to February 28, 2015and the financial position of the property 

held on behalf of Creditors as of that date;  

(b) a report on the conduct of the Monitor since November 27, 2014 with respect to 

the SISP, including details of the sales and marketing efforts undertaken by the 

Monitor, and provide details regarding the outcome of the SISP; 

(c) a summary of the key terms of the Sale Agreement and the transaction 

contemplated thereby (the “Transaction”);  

(d) details of the actions necessary to complete the proposed Transaction; and 

(e) the Monitor’s conclusions and recommendations with respect to the proposed 

Transaction.  

TERMS OF REFERENCE  

17. In preparing this Twenty-third 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 Twenty-third Report: 

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

assumptions materialize, and the variations could be significant. 

(d) Through the course of these proceedings, USI has engaged L&E to prepare 

numerous comprehensive reports that are fundamental to USI’s assessment of 

alternative courses of action to maximize Creditor value in these difficult 

circumstances.  USI has provided the reports prepared by L&E to the Monitor.  

The Monitor has not performed any independent actuarial or verification 

procedures to corroborate L&E’s analysis and conclusions.  
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18. Unless otherwise stated, all monetary amounts contained herein are expressed in 

Canadian dollars.  Capitalized terms that are not specifically defined in this Twenty-Third 

Report have the meanings ascribed to them in the Plan, the SISP, or the Sale Agreement, 

copies of which are attached hereto as Appendices “A”, “B” and “H”, respectively. 

THE MONITORED TRUST ACCOUNT 

Cash Flow in the Monitored Trust Account during the Reporting Period 

19. In its Twentieth Report, the Monitor provided a Statement of Receipts and Disbursements 

(“R&D”) for the period since the Plan Implementation Date to August 31, 2014.  The 

Monitor has continued to monitor Policy maturities and transactions carried out in the 

Monitored Trust Account since its Twentieth Report.  As at February 28, 2015, the 

Monitored Trust Account was holding cash in trust totalling approximately $41,000, as 

reflected in the R&D attached as Appendix “C”. 

20. For the reporting period from August 31, 2014 to February 28, 2015 (the “Reporting 

Period”): 

(a) USI collected death benefits of approximately US $3.7 million.  This consisted of 

US $1.7 million of proceeds of maturities previously reported, as well as US $2 

million of the proceeds of two new maturities that occurred during the Reporting 

Period.  In addition, two other maturities occurred during the Reporting Period 

with aggregate death benefits of approximately US $1.3 million.  As at the date of 

this Report, these proceeds have not yet been collected by USI;   
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(b) subsequent to the Reporting Period, on March 16, 2015, a maturity in the amount 

of US $2 million occurred.  This means that as at the date of this Report, there are 

a total of three Policies representing an aggregate of US $3.3 million in death 

benefit proceeds that have yet to be collected by USI for the benefit of the 

Creditors.  Currently, there remain 112 Policies representing approximately US 

$149.5 million in death benefits that have not yet matured.  This includes a 

fractional interest in four Policies; 

(a) as described in the notes to the R&D, interest and fees in respect of the Revolving 

Loan totalling approximately US $551,000 have been paid; 

(b) approximately US $4.76 million in policy premiums were paid to insurance 

companies for Policies that have not yet matured; 

(c) $600,000 in administration fees were paid to USI and $24,000 in fees were paid to 

Mills, Potoczak and Company(“Mills”), USI’s servicing agent;  

(d) approximately $1.6 million in professional fees and disbursements were paid; and 

(e) USI has amounts outstanding of approximately US $7.3 million on its revolving 

loan from a related party lender, Buonavita Investments  Limited (“Buonavita”), 

leaving a balance available to be drawn down of approximately US $2.7 million 

(the “Revolving Loan”). 
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Forecasted Cash Flow and Liquidity for the Monitored Trust Account  

21. With the assistance of the Monitor, USI has prepared the forecast of estimated cash flow 

in the Monitored Trust Account that is anticipated for the period of February 28, 2015 to 

December 31, 2015 (the “Forecast”), as summarized in Appendix “D”.  The Forecast 

assumes the usual course of administration of the Policies, including the collection of 

death benefits and the payment of premiums, and does not reflect the proposed sale of the 

Policies.  

22. The Forecast assumes that no proceeds relating to new Policy maturities will be received 

other than the amounts in respect of the three Policy maturities described above that are 

yet to be collected, and that the Revolving Loan is available to be drawn to a maximum of 

US $10 million. As noted, as of February 28, 2015, USI had a balance outstanding on the 

Revolving Loan of US$ 7.3 million, including unpaid interest.  The Forecast indicates 

that after fully utilizing the Revolving Loan, and assuming no new Policy maturities in 

the intervening period, USI will have sufficient funds to administer the Plan and pay 

Policy premiums due until the end of June, 2015.   

23.  Pursuant to the Financing Agreement between Buonavista and USI dated October 18, 

2012 and the addendum to the Financing Agreement made July 31, 2014, the Revolving 

Loan matures on July 31, 2015 (the “Maturity Date”) unless extended by the parties in 

writing.    Buonavita has confirmed to USI that it will extend the Revolving Loan beyond 

the Maturity Date on a month by month basis to facilitate the completion of the 
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Transaction, if necessary. 

CONDUCT OF THE SISP 

24. The primary responsibilities of the Monitor in respect of its conduct of the SISP are set 

out at paragraphs 2-5 of the SISP.  The Monitor was fully and exclusively authorized, 

empowered and directed to carry out the SISP.  The responsibilities of the Monitor 

included the preparation of a list of Prospective Bidders, the drafting of a teaser letter (the 

“Teaser Letter”), assisting legal counsel with the preparation of a form of confidentiality 

agreement (the “Confidentiality Agreement”), establishing and managing the electronic 

data room, assisting legal counsel with the preparation of the form of sale agreement, 

managing all communications with Prospective Bidders and Qualified Bidders, 

negotiating with Prospective Bidders and Qualified Bidders, and reviewing and 

considering LOI’s and Qualified Bids. 

25. The SISP provided for the solicitation of investment and financing and refinancing 

proposals, in addition to purchase offers. 

26. The SISP contemplated the conduct of a two-phase process.  One of the primary reasons 

for this was the protection of the confidentiality of sensitive personal information of 

insureds relating to the Policies. 

27. Phase I of the SISP contemplated the solicitation of non-binding letters of intent, or non-

binding financing discussion papers or term sheets (the “LOIs”).  The SISP provides for 

the Monitor to review and evaluate all LOIs received and identify Phase I Qualified 
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Bidders who would be permitted to participate in Phase II of the SISP as Phase II 

Qualified Bidders. 

28. 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.   

29. The SISP set out the requirements for a bid from a Phase II Qualified Bidder to be 

considered a “Qualified Bid”, including, among other things, a description of the Policies 

that are the subject-matter of the bid, evidence of financial ability to complete a 

transaction, confirmation of the binding nature of the offer and its availability for 

acceptance, any conditions to closing, the proposed changes to be made to a template 

form of Sale Agreement provided by the Monitor (the “Template Agreement”) and the 

timeline proposed to close a transaction. 

SISP Timelines 

30. As a result of the adjournment of the Creditors’ Meetings discussed above, the timelines 

for the SISP were extended from their original dates.   

31. As discussed in the Twenty-First Report, the SISP was amended to provide that each LOI 

would be considered by the Monitor as and when submitted, and if qualified, a Phase I 

Qualified Bidder could move into Phase II immediately, without waiting out a deadline 

for all LOIs to be submitted.  As a result, the deadlines in the SISP were established as 

follows: 
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(a) Qualification as Prospective Bidder: January 25, 2015; 

(b) Outside deadline for LOIs: February 2, 2015 (the “Outside LOI Deadline”); and 

(c) Deadline for Phase II Qualified Bids:  February 10, 2015 (the “Bid Deadline”). 

32. However, early in January 2015, it became apparent to the Monitor from discussions with 

Phase I Qualified Bidders that most bidders would be submitting their LOIs only as of the 

Outside LOI Deadline, and not earlier.  As such, it was apparent that the period of 8 days 

between the Outside LOI Deadline and the Bid Deadline would be insufficient for bidders 

to complete the due diligence required for Phase II and provide a mark-up of the 

Template Agreement.   

33. Paragraph 29 of the SISP gives the Monitor the discretion to extend the Bid Deadline 

After consultations with Phase I Qualified Bidders, the Company, and counsel for the 

Monitor, as well as considering the cash flows of USI, the Monitor determined that it 

would be appropriate to extend the Bid Deadline.  On January 22, 2015 the Monitor 

informed all Phase I Qualified Bidders that the Qualified Bid deadline was being 

extended from February 10, 2015 until March 2, 2015.   Bidders were advised in the draft 

form of Sale Agreement that the outside date for the completion of a transaction would be 

April 8, 2015 (now revised to April 13, 2015). 

Phase I 

34. On November 27, 2014 the Monitor commenced its conduct of the SISP by contacting a 

global list of Prospective Bidders (potential buyers, potential sources of financing, and 
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potential investors) with phone calls and e-mails to approximately 100 parties. The 

Prospective Bidders list was assembled by the Monitor from its own research, knowledge 

of the industry held by Ernst & Young Inc. and its affiliates, and input from USI.  In 

addition, approximately another dozen Prospective Bidders contacted the Monitor 

directly regarding the opportunity.   

35. As well, the Life Settlements Report, a bi-weekly publication from The Deal, published 

articles regarding the SISP in its November 6, 2014 and December 4, 2014 publications, 

which provided public exposure to the most logical Prospective Bidders for the 

opportunity. 

36. All Prospective Bidders were provided with the Teaser Letter, which consisted of a term 

sheet outlining the opportunity regarding the Policies, along with a copy of the SISP and 

the form of Confidentiality Agreement. Certain investors were also required to complete 

an investor application in order to comply with Ontario securities regulations. 

37. Twenty-eight Confidentiality Agreements were executed by Prospective Bidders. All 28 

of the Prospective Bidders satisfied the requirements of paragraph 12 of the SISP, and 

were deemed by the Monitor to be Phase I Qualified Bidders for purposes of participating 

in Phase I of the SISP.  These individuals were provided with access to the Phase I 

electronic data room (the “Data Room”) established by the Monitor and the Company. 

38. The Data Room contained sufficient information necessary to assist the Prospective 

Bidders to prepare an LOI for Phase I, including the following information, provided by 

USI: 
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(a) a redacted policy summary providing certain high level details about each of the 

Policies (disclosing only initials of the insureds in order to keep their identities 

confidential); and 

(b) the policy agreements, life expectancy reports, and premium illustrations for each of 

the Policies, disclosing only initials of the insureds. 

39. 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. While certain 

LOIs were received shortly past the 5:00 pm deadline, the Monitor exercised its 

discretion under the SISP to extend the deadline and permitted the receipt of all LOIs. A 

Summary and Analysis of all LOIs is filed herewith as Confidential Appendix “E”.   

40. 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.  

41. The Monitor, in consultation with USI, determined that five of the fourteen LOIs 

submitted would not be considered Phase II Qualified Bids for the purchase of the 

Policies for the following reasons: 

(a) the LOIs were on the lower end of the price range of all LOIs submitted; 

(b) the LOIs did not include expressions of interest for all of the Policies but only for 

certain Policies, resulting in bids for only parts of the portfolio of Policies; and/or 
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(c) for other reasons their bids were deemed to not be in the best interests of the 

Creditors.  

Phase II 

42. Nine Phase II Qualified Bidders were provided access to the Phase II electronic data 

room (the “Phase II Data Room”).  The Phase II Data Room contained the following 

information, as provided by USI: 

(a) A more detailed Policy summary including identifying names of each insured and 

providing a summary of specific information available for each Policy; and 

(b)  The following information regarding each Policy, as available, on an un-redacted 

basis: 

i. Policy documents; 

ii. Life expectancy reports; 

iii. Verifications of coverage; 

iv. Annual statements; 

v. Medical records; 

vi. Change forms; 

vii. Purchase contracts; 



17 

 

viii. documentation provided under the Health Insurance Portability and 

Accountability Act (U.S.); 

ix. Premium illustrations; 

x. Premium history; 

xi. A draft form of Sale Agreement and form of  Approval and Vesting order; 

and 

xii. Notices of maturities that occurred after commencement of the SISP. 

43. The form of Sale Agreement provided by the Monitor to Phase II Qualified Bidders 

required that each bidder allocate a specific purchase price to each Policy pursuant to a 

schedule to be attached to the form of Sale Agreement. 

44. The SISP gave the Monitor the discretion to continue negotiations with a selected number 

of Phase II Qualified Bidders upon receipt of Qualified Bids.  However, given the nature 

of the bidders, the Monitor determined in this case that a fair and transparent process 

would be best maintained by encouraging Phase II Qualified Bidders put their best foot 

forward in their bids, rather than leave room for further negotiations.  This was 

communicated by the Monitor to each of the Phase II Qualified Bidders.  

45. On March 2, 2015, being the revised deadline established under the SISP for the 

submission of Qualified Bids, the Monitor received four Qualified Bids for the Policies.  

Each Qualified Bid was reviewed and assessed based on the criteria set out in the SISP, 

including, among other things: 
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(a) the price proposed by the Qualified Bidder for each Policy, and in aggregate, in 

comparison to the valuation prepared by L&E in August 2014 and in comparison with 

the other bids; 

(b) whether any Policies were excluded from the purchase; 

(c) factors affecting the speed, certainty, and value of the transaction; 

(d) the likelihood and timing of the consummation of the proposed sale transaction and 

whether in the Monitor’s reasonable business judgment the proposed transaction 

would be likely to close by the outside date of April 8, 2015 (now revised to April 13, 

2015); and 

(e) the revisions to the Template Agreement proposed by the bidder. 

46. 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.  A 

copy of the L&E valuation is filed confidentially herewith as Confidential Appendix 

“F”.  It should be noted that the L&E valuation includes the value of five Policies that 

have matured since L&E conducted its analysis, and which no longer form part of the 

portfolio of Policies being sold. 

47. In its review of the top four Qualified Bids, the Monitor noticed that there were some 

instances where the purchase price allocated to a Policy by a bidder was lower than that 

allocated to that Policy in the L&E valuation. However, on review with USI it was 
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concluded that in most cases the difference could be accounted for by the availability of 

more up-to-date or complete information regarding a Policy since the valuations had been 

performed by L&E, or demonstrated a more conservative approach by bidders in cases 

where information regarding a Policy was incomplete.  

48. However, in respect of the two highest Qualified Bids, the Monitor noticed that some of 

the price allocations were substantially off the L&E valuation.  Where certain Policies 

that had been attributed significant value by L&E appeared to be significantly 

undervalued or valued at nil by the particular bid, the Monitor reached out to the 

applicable Phase II Qualified Bidder for clarification.  As a result of these inquiries, these 

two bids were amended, to correct the price allocated to the identified Policies, resulting 

in increases to the overall purchase prices for those two bids.   

49. Vida was the highest bidder prior to the Monitor’s clarifications.  As can be seen from the 

analysis, 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) 

are filed confidentially herewith as Confidential Appendix “G”.     

50. As noted above, since the bids were made by the Qualified Phase II Bidders, there has 

been a maturity of one of the Policies in the amount of US $2 million. The Policy that has 

matured has been removed from the Sale Agreement, and the purchase price has been 

amended in the Sale Agreement to reflect its removal, by subtracting the price that had 

been allocated by Vida to that Policy. 



20 

 

RESULTS OF THE SISP 

51. After consultation with the Monitor’s counsel and USI, the Monitor recommends that the 

proposed Transaction be consummated with Vida for the following reasons:  

(a) the Qualified Bid submitted by Vida is the highest bid of all received, and is 

reasonable in the context of the amounts of other offers received, and in the context of 

the L&E valuation;  

(b) the mark-up of the form of Sale Agreement submitted by Vida with its offer had very 

limited changes to the Template Agreement provided by the Monitor; 

(c) Vida has provided evidence satisfactory to the Monitor of their financial wherewithal 

to complete the proposed Transaction; 

(d) Vida has confirmed its ability to complete the proposed Transaction by the outside 

date of April 8, 2015 (now revised to April 13, 2015); and 

(e)  completing the proposed Transaction with Vida results in the sale of all Policies, 

which saves the time and cost of any subsequent process to sell or otherwise deal with 

any remaining Policies. 

52. On Friday March 6, 2015, the Monitor notified Vida that it 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 Monitor was working to complete a 

proposed Transaction with another party.   In accordance with the SISP, the remaining 

three Qualified Phase II Bidders are required to hold their offers open for acceptance until 
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the Business Day after closing of a Successful Bid (as defined in the SISP).   

53. The Monitor has advised the bidder who submitted a financing LOI that the parties are 

pursuing a sale transaction. 

THE SALE AGREEMENT 

54. On March 24, 2015, USI executed the Sale Agreement with Vida, conditional on 

receiving the proposed Approval and Vesting order from this Court. A redacted copy of 

the Sale Agreement, which has been redacted to remove Schedules F and H, which 

contain commercially sensitive pricing information, from the Sale Agreement, is attached 

hereto as Appendix “H”.  An unredacted copy of the Sale Agreement is filed 

confidentially herewith as Confidential Appendix “I”. 

55. A summary of the key terms of the Sale Agreement is provided below: 

(a) Vida (the “Purchaser”) is purchasing all 112 of the Policies held in trust by USI for 

the Plan Beneficiaries (USI, in such capacity, the “Vendor”) on an ‘as is, where is’ 

basis; 

(b) The purchase price for the Policies is US $39,928,886.87  in cash, plus an amount to 

reimburse USI for insurance policy premiums that are required to be paid prior to the 

Closing Date but relate to coverage periods that are after the Closing Date (the “Post-

Closing Premiums”), plus the assumption of Assumed Liabilities, primarily 

consisting of policy loans, as further defined in the Sale Agreement (collectively, the 

“Purchase Price”);  
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(c) The target closing date is April 10, 2015 (the “Closing Date”) and the Outside Date is 

April 13, 2015; 

(d) Ownership of the Policies will be vested in Vida pursuant to the proposed Approval 

and Vesting order on the Closing Date.  The Purchaser has directed that the Policies 

be held by its securities intermediary, Wells Fargo Bank N.A.  

(e) The parties contemplate a period of approximately 60 days subsequent to the Closing 

Date in order to cause the transfer of ownership of each Policy on the books and 

records of the applicable insurer; 

(f) Notwithstanding the time required to update the records of the insurers, in accordance 

with industry practice, the risk transfer date for the Policies will be the Closing Date, 

such that any maturities occurring after the Closing Date are for the benefit of the 

Purchaser, while maturities occurring prior to the Closing Date (even if notification is 

received after the Closing Date) are for the benefit of the Vendor.  Any premiums 

paid for periods prior to the Closing Date are the economic responsibility of the 

Vendor and any premiums paid for periods after the Closing Date are the economic 

responsibility of the Purchaser; 

(g) The purchase price is to be funded into escrow with Mills, who is to be retained as 

escrow agent on closing (the “Escrow Agent”), to be released from escrow to the 

Vendor as and when a Policy is successfully transferred on the books and records of 

the insurance carrier; 
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(h) Consistent with industry practice, the Purchaser has also agreed to fund the sum of 

approximately US $757,857 into escrow in order to pay the cost of premiums 

associated with the Policies subsequent to closing, pending the transfer of the Policies 

to the Purchaser (the “Purchaser Premiums”) on the books of the insurers. The 

Purchaser is responsible for funding additional premiums into this escrow should they 

be required;  

(i) In order to protect the Purchaser against any potential liability for withholding taxes 

under the Income Tax Act (Canada), the Vendor has agreed with the Purchaser that 

the Vendor will establish a reserve from the proceeds of sale to be deposited into the 

Designated Monitored Trust Account in the prescribed amount of at least 25%, which 

shall not be distributed pending a determination of any tax liabilities arising in respect 

of the Transaction.  The Monitor notes that the issue of withholding taxes would arise 

in any realization scenario, and that the Plan provides at section 4.10 that any 

distributions to Creditors are subject to all applicable tax payment or withholding 

obligations;   

(j) In conjunction with the Sale Agreement, an escrow agreement between the Escrow 

Agent, USI and Vida is attached to the Sale Agreement for execution on closing (the 

“Escrow Agreement”).  The Escrow Agreement sets out the terms and duties of the 

Escrow Agent with respect to both the release of the purchase price from escrow, as 

well as payment of premiums pending transfer of the Policies on the books and 

records of the insurers.  A copy of the Escrow Agreement in substantially the form to 

be executed on closing is attached as Schedule “D” to the Sale Agreement at 
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Appendix H.  

Zero Valued Policies  

56. As noted above, the Sale Agreement includes the entire portfolio of Policies held by the 

Vendor.  The Monitor strongly encouraged bidders to acquire all Policies, regardless of 

whether they had any value, in order to streamline and facilitate the wind down of the 

Plan assets subsequent to the closing of a Transaction.  However, while they have been 

included in the Transaction, certain Policies have been attributed no value by the 

Purchaser (the “Zero Valued Policies”).  This attribution of no value is consistent with 

the offers of other bidders, who allocated either no or nominal value to most or all of 

these Policies.  The Monitor believes that this is reasonable as it is also consistent with 

the L&E valuation, which discloses certain Policies as having nil or nominal value. 

57. Once the Zero Valued Policies are vested in the Purchaser, the Vendor has no interest in 

them.  The only interest of the Vendor is in any Post-Closing Premiums held in escrow by 

the Escrow Agent.  No proceeds of sale have been allocated to any Zero Valued Policies, 

other than potentially some Post-Closing Premiums to be paid to the Vendor as part of the 

Purchase Price.  The Sale Agreement provides that any funds remaining in escrow will be 

released once the last Policy that has been attributed a value by the Purchaser (i.e. not a 

Zero Valued Policy) has been transferred in the applicable insurer’s books and records.  

To the extent that any Zero Valued Policies are surrendered or lapsed, without having 

transferred, this will not affect the release of any funds held in escrow.     

58. After vesting of ownership in the Policies on closing pursuant to the proposed Approval 
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and Vesting order, the Purchaser has the option to either request the Vendor to surrender 

the Zero Valued Policies on the Purchaser’s behalf subsequent to closing, or to let these 

Policies lapse.   

Partial Policies 

59. Included in the Sale Agreement are four partially owned policies that are held through 

two parties: Wm. Page & Associates, Inc. (known as the Larson Partial Policy), and the 

Pillo Trust (collectively, the “Partial Policies”).  The interests of these Partial Policies 

now held by USI on behalf of the Plan Beneficiaries had originally been corporately-

owned Policies that were contributed by USI to the Plan Beneficiaries in accordance with 

the Plan.   

60. The Monitor has been made aware that, subsequent to Vida’s Qualified Bid being 

identified as the Successful Bid, USI had a discussion with Vida to explore potential 

options to facilitate a sale by Vida of the Partial Policies subsequent to Vida’s transaction 

closing.   

61. The Monitor has been advised subsequent to the discussion between USI and Vida that 

no agreement for the sale by Vida of the Partial Policies has been entered into.   

POST CLOSING REQUIREMENTS  

62. Upon receipt of the requested approval and vesting order from the Court, the following 

conditions are required to complete the Transaction: 

(a)  The Purchaser is required to pay the Purchaser Premiums into escrow with the 
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Escrow Agent; 

(b) The Monitor is to pay the Deposit into escrow with the Escrow Agent, and the 

Purchaser is to pay the balance of the Purchase Price to the Escrow Agent; 

(c) the Vendor and the Purchaser are required to execute and deliver to the Monitor 

certificates confirming the  satisfaction or waiver of all closing conditions; 

(d) Upon receipt of the certificates from the Vendor and the Purchaser, the Monitor is 

required to execute and deliver a Monitor’s Certificate confirming the satisfaction or 

waiver of all closing conditions, and file the Monitor’s Certificate with the Court. 

REPAYMENT OF BUONAVITA LOAN 

63. Upon the distribution of sale proceeds out of escrow into the Designated Monitored Trust 

Account, it is proposed by USI that proceeds be applied to repay the balance outstanding 

on the Revolving Loan.  Such repayments will continue periodically, until the full amount 

owed in principal, interest and fees have been paid.  It is in the normal course of 

administration for USI to repay amounts owing under the Revolving Loan as funds 

become available.  The Revolving Loan has a priority charge over the proceeds in the 

Monitored Trust Account and is repayable in full on the Maturity Date.  It is prudent that 

the Revolving Loan be repaid as quickly and efficiently as possible, to minimize the 

amount of interest accruing. 
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SEALING OF CONFIDENTIAL APPENDICES  

64. The Monitor has filed certain Appendices on a confidential basis, as they contain 

sensitive personal information of the insureds, sensitive commercial information 

regarding the pricing of individual Policies, and sensitive information regarding the 

valuations of the Policies provided by L&E, the disclosure of which could negatively 

impact the conduct of the SISP and the ability to pursue a subsequent transaction in the 

event that the proposed Transaction does not close for some reason.  Accordingly, the 

Monitor respectfully requests that these Appendices, which are filed separately in a 

sealed envelope, remain sealed and only be opened and viewed by the Judge presiding 

over this Motion and be returned to the envelope and sealed after the hearing of this 

Motion and not form part of the permanent Court file pending further order of the Court.  

CONCLUSION AND RECOMMENDATION 

65. The Monitor is of the view that the Sale Agreement and the Transaction contemplated 

thereby are in the best interests of Creditors and represents a successful outcome of the 

conduct of the SISP.  The Monitor recommends the requested order on the grounds that: 

(a) As described in this Report, the SISP and the determination of the Successful Bid was 

conducted in a fair and reasonable manner; 

(b) The purchase price set out in the Sale Agreement is the highest available and is fair 

and reasonable in all of the circumstances;  

(c) In the absence of substantial maturities, USI will not be in a liquidity position to 
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continue to pay premiums in respect of the Policies beyond June 30, 2015;  

(d) The Revolving Loan matures on July 31, 2015 and there is no assurance of long-term 

funding beyond the completion of the proposed Transaction; and 

(e) The proposed sale price, net of costs, taxes and other deductions, is anticipated to 

provide sufficient cash in the Monitored Trust Account to permit a distribution to 

Creditors under the Plan.  The Monitor notes that distributions may be delayed for a 

period of time after closing of the Transaction, pending the tax issues being 

determined.  However, the Sale Agreement and the Transaction is anticipated to 

achieve recoveries for the Creditors and provide certainty and closure to USI and 

Creditors.    

66. The Monitor supports USI’s motion for an order: 

(a) Approving the conduct of the Monitor during the SISP; 

(b) Approving the Sale Agreement and the Transaction contemplated therein; 

(c) Authoring and directing USI, the Purchaser and the Monitor to carry out the terms of 

the Sale Agreement, together with any amendments thereto deemed necessary; and 

(d) Sealing Confidential Appendices “E”, “F”, “G” and “I”, respectively. 
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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 prov...
	2. Details of the background to the current status of the CCAA Proceedings are set out in the Twentieth Report of the Monitor dated September 19, 2014 (the “Twentieth Report”).  Capitalized terms not otherwise defined herein have the meaning given to ...
	3. To date, the Monitor has filed twenty two reports with this Court, which are available on the Monitor’s website at www.ey.com/ca/universalsettlements (the “Monitor’s Website”).
	4. USI is in the business of "life settlements".  This business involves 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 is necessary for the ...
	5. USI sold fractional interests in various life insurance policies to investors.  As of the date of its CCAA filing, USI had a portfolio of policies with an aggregate face value of approximately US $192 million and approximately 6,000 separate invest...
	6. On June 22, 2009, an Amended Plan of Compromise and Arrangement dated June 16, 2009 (the “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 ...
	7. The Plan provides 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 ...
	8. For reasons set out in detail in the Twentieth Report, USI, with the Monitor’s support, has recommended the sale of the portfolio of Policies with a view to generating proceeds for distribution to Creditors.
	9. The 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. ...
	10. In order to facilitate the Company’s recommendations to Creditors, on October 1st , 2014, the Company sought and obtained from the Court two orders:
	11. As detailed in the twenty-first report of the Monitor (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 ...
	12. By Order dated November 19, 2014, Mr. Justice Penny approved an amendment and restatement of the sale and investor solicitation process (as amended and restated, the “SISP”) in order to reflect the necessary postponement of commencement of the pro...
	13. As discussed in detail in the Twenty-Second Report of the Monitor dated November 24, 2014, on November 24, 2014, the Plan Amendment was approved by the requisite majorities of Creditors at the Creditors’ Meetings.
	14. By Order dated November 27th, 2014, Mr. Justice Wilton-Siegel approved and sanctioned the Plan, as amended by the Plan Amendment.
	15. As described in further detail in this Report, upon obtaining sanction of the Court, the Monitor commenced its conduct of the SISP.  As further discussed below, as a result of this process, USI has executed an asset purchase agreement (the “Sale A...
	16. This twenty-third report (the “Twenty-third Report” or “Report”) is filed in support of USI’s motion for an Order, among other things, approving the sale of 112 Policies representing all Policies held by USI for the benefit of its Creditors to Vid...
	(a) an update on the Company’s cash flow in respect of the Policies from Plan Implementation to February 28, 2015and the financial position of the property held on behalf of Creditors as of that date;
	(b) a report on the conduct of the Monitor since November 27, 2014 with respect to the SISP, including details of the sales and marketing efforts undertaken by the Monitor, and provide details regarding the outcome of the SISP;
	(c) a summary of the key terms of the Sale Agreement and the transaction contemplated thereby (the “Transaction”);
	(d) details of the actions necessary to complete the proposed Transaction; and
	(e) the Monitor’s conclusions and recommendations with respect to the proposed Transaction.

	17. In preparing this Twenty-third 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 managem...
	(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...
	(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 Cre...
	(c) Future oriented financial information referred to in this 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...
	(d) Through the course of these proceedings, USI has engaged L&E to prepare numerous comprehensive reports that are fundamental to USI’s assessment of alternative courses of action to maximize Creditor value in these difficult circumstances.  USI has ...
	18. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian dollars.  Capitalized terms that are not specifically defined in this Twenty-Third Report have the meanings ascribed to them in the Plan, the SISP, or the Sal...

	THE MONITORED TRUST ACCOUNT
	19. In its Twentieth Report, the Monitor provided a Statement of Receipts and Disbursements (“R&D”) for the period since the Plan Implementation Date to August 31, 2014.  The Monitor has continued to monitor Policy maturities and transactions carried ...
	20. For the reporting period from August 31, 2014 to February 28, 2015 (the “Reporting Period”):
	(a) USI collected death benefits of approximately US $3.7 million.  This consisted of US $1.7 million of proceeds of maturities previously reported, as well as US $2 million of the proceeds of two new maturities that occurred during the Reporting Peri...
	(b) subsequent to the Reporting Period, on March 16, 2015, a maturity in the amount of US $2 million occurred.  This means that as at the date of this Report, there are a total of three Policies representing an aggregate of US $3.3 million in death be...
	(a) as described in the notes to the R&D, interest and fees in respect of the Revolving Loan totalling approximately US $551,000 have been paid;
	(b) approximately US $4.76 million in policy premiums were paid to insurance companies for Policies that have not yet matured;
	(c) $600,000 in administration fees were paid to USI and $24,000 in fees were paid to Mills, Potoczak and Company(“Mills”), USI’s servicing agent;
	(d) approximately $1.6 million in professional fees and disbursements were paid; and
	(e) USI has amounts outstanding of approximately US $7.3 million on its revolving loan from a related party lender, Buonavita Investments  Limited (“Buonavita”), leaving a balance available to be drawn down of approximately US $2.7 million (the “Revol...

	21. With the assistance of the Monitor, USI has prepared the forecast of estimated cash flow in the Monitored Trust Account that is anticipated for the period of February 28, 2015 to December 31, 2015 (the “Forecast”), as summarized in Appendix “D”.  ...
	22. The Forecast assumes that no proceeds relating to new Policy maturities will be received other than the amounts in respect of the three Policy maturities described above that are yet to be collected, and that the Revolving Loan is available to be ...
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