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April 7, 2015

PURPOSE OF THIS REPORT

1. The purpose of this supplement (the “Supplemental Report”) to the twenty-third report
of the Monitor dated March 24, 2015 (the “Twenty-Third Report”) is to advise this

Court with respect to:

(a) Certain maturities that have occurred since the execution of the Sale Agreement
(as defined in the Twenty-Third Report), and the filing of the Twenty-Third

Report;

(b) The collection of certain death benefits since the filing of the Twenty-Third

Report; and

(c) the impact of the maturities on the Sale Agreement.

TERMS OF REFERENCE

2. 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; and

(b)  The Monitor has prepared this Supplemental Report in its capacity as a court-
appointed officer solely for the use of the Court and has made a copy of this
Supplemental Report available on the Monitor’s Website solely for purposes of
providing an update to the Court and Creditors. This Supplemental Report

should not be used or relied upon by any other person or for any other purpose.

Unless otherwise stated, all monetary amounts contained herein are expressed in
Canadian dollars. Capitalized terms that are not specifically defined in this Supplemental
Report have the meanings ascribed to them in the Plan, the SISP, or the Sale Agreement,

copies of which are attached to the Twenty-third Report.



MATURITIES AND DEATH BENEFIT RECEIPTS

4,

On April 1, 2015, the Monitor was notified that two of the Policies listed in Schedule “A™
to the Sale Agreement with a combined face value of US $5 Million had matured due to
the death of the insured on March 30, 2015 (the “V.F. Matured Policies”). One of the
V.F. Matured Policies is subject to a policy loan of approximately US $800,363 which is
to be repaid from the death benefits payable, for a net realization of approximately US
$4,199,637. As discussed more fully below, as these maturities have occurred prior to
the closing of the Sale Agreement, the V.F. Matured Policies are to be excluded from the
Sale Agreement, and the proceeds of the V.F. Matured Policies will be collected by USI
for the benefit of the Plan Beneficiaries. The Purchase Price to be paid by the Purchaser
for the Purchased Policies will be reduced by the price allocated by the Purchaser to the

V.F. Matured Policies.

In addition, since the date of the Twenty-Third Report, USI has collected the death
benefits relating one of the three Policies comprising the US $3.3 million in face value of
Policies described as having matured at paragraph 20(b) of the Twenty-Third Report. The
face value of that Policy collected is US $1 million. The proceeds that have been

collected in respect of the Policy, net of a policy loan outstanding, are US $758,642.

As aresult, at the date of this Supplemental Report, the sum outstanding to be collected
by USI for the benefit of the Plan Beneficiaries on the maturities of four Policies (being
the remaining two Policies referenced at paragraph 20(b) of the Twenty-Third Report and

the two V.F. Matured Policies), with aggregate face value of approximately US $7.3



million (US$3.3 million previously reported, plus the V.F. Matured Policies of US $5
million, less US$1 million collected), is approximately US $6.5 million, after deduction

of the US$ 800,363 policy loan noted at paragraph 4 above.
IMPACT OF MATURITIES ON THE SALE AGREEMENT

7. The V.F. Matured Policies are Purchased Policies under the Sale Agreement. Pursuant to
section 3.6 of the Sale Agreement, in the event that a maturity of a Purchased Policy
occurs on or before the Closing Date, and notice is provided to the Vendor or Purchaser
within 120 days after Closing, such Matured Policy shall be excluded from the Sale
Agreement as an Excluded Asset, the proceeds of the death benefits are to be retained by
the Vendor, and there is provision for the adjustment and reimbursement of the Purchase
Price, any Post-Closing Premiums and any Purchaser Premiums paid by the Purchaser

into escrow.

8. In this case, notice of the V.F. Matured Policies was given prior to the Closing Date. As
a result, the Purchase Price, the Post-Closing Premiums, and the Purchaser Premiums
have not yet been deposited into escrow by the Purchaser. The parties have agreed to
account for the maturity of the V.F. Matured Policies, and the removal of them from the
Sale Agreement, by amending the form of Escrow Agreement to be executed on Closing,
the form of which is attached as Schedule “D™ to the Sale Agreement, to provide for an
adjustment to the Purchase Price, the Post-Closing Premiums and the Purchaser

Premiums to be deposited into escrow pursuant to the Sale Agreement.

9. The form of Escrow Agreement to be executed on Closing has been amended to provide

4



10.

3

12.

as follows:

(a) The Cash Payment portion of the purchase price for the Purchased Policies has been

adjusted to be US $37,760,218.23;

(b) Post-Closing Premiums have been re-calculated to exclude any amounts relating to

the V.F. Matured Policies; and

(c) Purchaser Premiums have been re-calculated to exclude any amounts relating to the

V.F. Matured Policies.

The number of Purchased Policies is now 110, after excluding the V.F. Matured Policies

from the Sale Agreement.

No amendments have been made to the Sale Agreement, and other than the foregoing
adjustments reflected in the amended form of Escrow Agreement to be executed on

Closing, all terms and conditions of the Transaction remain the same.

The net effect of the exclusion of the V.F. Matured Policies from the Sale Agreement and
the collection of the death benefits related to the V.F. Matured Policies is to increase the
proceeds to be collected in the Monitored Trust Account by an additional approximately
US $2 million over that which would have been received on Closing if the V.F. Matured

Policies were not excluded from the Sale Agreement.



ALL OF WHICH is respectfully submitted this 7th day of April, 2015.

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
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