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INTRODUCTION

1. Ernst  &  Young  Inc.  (“EY”  or  the  “Proposed Monitor”) understands that Data & Audio-

Visual  Enterprises  Holdings  Inc.  (“Holdings”) and its wholly owned subsidiaries, Data &

Audio-Visual Enterprises Wireless Inc. (“Wireless”) and 8440522 Canada Inc. (collectively

with Wireless and Holdings, the “Applicants” or “Mobilicity”) have brought an application

before  the  Court  for  an  Initial  Order  under  the Companies’ Creditors Arrangement Act

(Canada) (“CCAA”) in order to restructure their business and affairs or  complete  a  sale  of

their business and assets.   The application proposes that EY be appointed as Monitor in the

CCAA proceedings.

2. This report (“Report”) has been prepared by the Proposed Monitor prior to and in

contemplation of its appointment as Monitor in the CCAA proceedings to provide

information to the Court in considering the Applicants’ request for relief.



PURPOSE

3. The purpose of this Report is to provide information to the Court on:

(a) EY’s qualifications to act as Monitor;

(b) the Applicants’ proposed Debtor-in-Possession (“DIP”) financing;

(c) the Applicants’ cash flow statement;

(d) the Court ordered charges sought in the proposed Initial Order; and

(e) certain other relief sought in the proposed Initial Order.

DISCLAIMER

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

provided with, and has relied upon, unaudited financial information, books and records,

financial information prepared by Mobilicity, and discussions with management of the

Applicants (“Management”) (collectively, the “Information”).  Except as described in

this Report in respect of the Applicants’ cash flow statement:

(a) the Proposed Monitor has reviewed the Information for reasonableness, internal

consistency and use in the context in which it was provided.  However, the Proposed

Monitor has not audited 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 (“GAAS”) pursuant to the Canadian

Institute of Chartered Accountants Handbook and, accordingly, the Proposed Monitor

expresses no opinion or other form of assurance contemplated under GAAS in respect

of the Information;  and

(b) Some of the information referred to in this Report consists of forecasts and

projections.  An examination or review of the financial forecast and projections, as



outlined in the Canadian Institute of Chartered Accountants Handbook, has not been

performed.

5. 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.

6. Unless otherwise stated all monetary amounts contained herein are expressed in Canadian

dollars.

7. Capitalized terms not defined in this Report are defined in the application filed by Mobilicity

in connection with these CCAA proceedings and the supporting affidavit of Mr. William E.

Aziz, President of BlueTree Advisors II Inc., which has been retained by Holdings to provide

his services as Chief Restructuring Officer of Mobilicity (the “CRO”), sworn on September

29, 2013 (the “Aziz Affidavit”), attached (without exhibits) as Appendix “A” to this Report.

This Report should be read in conjunction with the Aziz Affidavit.  The Aziz Affidavit

provides information regarding Mobilicity’s assets, liabilities, business and operations that

will not be repeated in this Report.  All capitalized terms herein shall have the meaning

specified in the Aziz Affidavit unless otherwise stated herein.

8. In preparing this Report, the Proposed Monitor has been given the opportunity by the

Applicants to review and comment on draft documentation being prepared by Mobilicity and

its advisors primarily in relation to these CCAA proceedings.

9. The Proposed Monitor has retained Thornton Grout Finnigan LLP to act as its independent

counsel in this matter.

EY’S QUALIFICATIONS TO ACT AS MONITOR

10. EY was retained by Mobilicity on December 20, 2012 to review the Applicants’ available

financial information and to assist Mobilicity to prepare for a CCAA filing should that course

of action become necessary.  In January 2013, at the request of Mobilicity, EY suspended its



work for the Applicants and returned the financial retainer that it had received from

Mobilicity pursuant to its engagement letter.  EY was approached again by Mobilicity in

August and a refreshed engagement letter was executed dated August 13, 2013.

11. EY is a trustee within the meaning of subsection 2(1) of the Bankruptcy and Insolvency Act

(Canada).   Alex  Morrison  and  Mike  Dean,  both  Senior  Vice-Presidents  of  EY,  will  have

primary carriage of this matter.  EY has been appointed as Monitor under the CCAA in many

of Canada’s largest restructurings and both Mr. Morrison and Mr. Dean have led EY teams

on numerous CCAA engagements and other court appointments.

12. EY is not subject  to any of the restrictions on who may be appointed as Monitor set  out in

section 11.7(2) of the CCAA and, in particular, neither EY nor any of its representatives has

been at any time in the 2 preceding years:

(a) the auditor of any of the Applicants; or

(b) except as described above, engaged by Mobilicity in connection with any consulting or

restructuring matters.

13. EY has consented to act as Monitor should the Court grant the Applicants’ request to

commence the CCAA proceedings.

DIP FINANCING

Projected Financing Requirement

14. Mobilicity's cash flow projection, described in greater detail in paragraphs 31 to 41 of this

Report, demonstrates that, if the Applicants do not complete a sale transaction in the near

future, the Applicants will require access to DIP financing in order to maintain access to

operating cash within the Cash Flow Period (as defined herein), including to fund these

CCAA proceedings, and to provide suppliers and customers with confidence that Mobilicity

can maintain its operations.

15. As described in greater detail in the Aziz Affidavit, Mobilicity is entering into these CCAA

proceedings with the intention of completing a sale of its business as a going concern, ideally



through a pending potential transaction in the near-term (the “Potential Transaction”).  In

the event that the Potential Transaction cannot be completed in the near-term, Mobilicity

requires DIP financing in order to allow it an opportunity to consider its other alternatives, in

consultation with the DIP Lenders.

16. Based on Mobilicity’s estimate of its monthly cash requirements Management anticipates

that to continue operations until March 2014, Mobilicity would require DIP financing in an

amount of approximately $30 million.

Applicants’ Analysis of DIP Financing Alternatives

17. As stated in the Aziz Affidavit, on February 6, 2013 Mobilicity entered into the Bridge Note

facility, pursuant to which Mobilicity agreed to issue up to $43.25 million in second lien

notes (the “Bridge Notes”), to be issued by Wireless and guaranteed by Holdings, to allow

Mobilicity to continue operations while it pursued strategic alternatives.  The Proposed

Monitor has been informed by the CRO that the holders of the Bridge Notes are a number of

large institutional investors who are part of a larger jointly-represented group that holds

approximately 67.45% of the First Lien Notes and approximately 92% of the Unsecured

Senior Notes, comprising in total more than $330 million of Mobilicity’s funded debt.

18. As  a  condition  of  the  Bridge  Notes  facility,  Mobilicity  provided  the  issuers  of  the  Bridge

Notes with an adequate protection letter (the “Adequate Protection Letter”) under which

the Applicants acknowledged that any subsequent interim financing, DIP financing or

charges granted by any court, which would result in a breach of certain covenants of the

agreement granting the Bridge Notes, could materially prejudice the Bridge Lenders.

Accordingly, the Applicants agreed to consult with the Bridge Lenders regarding any such

subsequent financing.  The Proposed Monitor has been provided with a copy of the Adequate

Protection Letter.

19. Mobilicity engaged Canaccord Genuity and National Bank Financial (collectively, its

“Financial Advisors”) to provide services that included evaluating DIP financing options

that were available to the Applicants.  Mobilicity received a DIP financing proposal from

jointly represented holders of the Bridge Notes.   EY has been informed by the CRO that the



investors who made the DIP financing proposal (the “DIP Lenders”) are certain members of

the ad hoc committee of Noteholders, which are holders of First Lien Notes, Bridge Notes

and Unsecured Senior Notes.

20. Following discussions with its Financial Advisors and legal counsel, Mobilicity determined

that the proposal provided by the holders of the Bridge Notes was in the best interests of

Mobilicity and the best alternative available in the circumstances. Management has advised

EY that,  in  arriving  at  that  conclusion,  Mobilicity  was  contacted  by  several  other  potential

DIP financing sources, including Catalyst Capital Group Inc., and engaged in discussions

with those sources.  The proposed DIP Lenders were advised about those discussions and

also invited to participate in certain of those discussions.  Management has also advised EY

that Mobilicity and its Financial Advisors evaluated the other DIP financing options available

based upon quantum, conditions, price, ranking of security and execution risk and concluded

that the DIP financing option presented by the holders of the Bridge Notes was the best

available  option  in  the  circumstances.   The  Proposed  Monitor  has  been  provided  with  a

confidential summary of the proposal provided by the holders of the Bridge Notes and the

other unsolicited DIP financing proposals that Mobilicity received;  that confidential

summary indicates that in all other DIP financing proposals, the proposed financing would

have ranked in priority to the Bridge Notes and, in all but one case, in priority to the First

Lien Notes.

21. It is the Proposed Monitor’s information that the DIP financing option presented by the

holders of the Bridge Notes is therefore the only DIP financing option currently available to

Mobilicity that  (i)  offered to make available to the Applicants,  subject  to certain terms and

conditions as discussed below, the amount of additional liquidity that Management estimates

is necessary to pursue its alternatives with respect to a sales transaction or other alternative,

and (ii)  offered to take security for that  funding that  would not rank in priority to the First

Lien  Notes  or  the  Bridge  Notes.   It  is  also  the  Proposed  Monitor’s  understanding  that  the

Proposed DIP Agreement (as defined below) is supported by the jointly-represented group

that holds more than $330 million of Mobilicity’s funded debt.



Terms of Proposed DIP Agreement

22. Mobilicity has negotiated a DIP Note Purchase and Guarantee Agreement (the “Proposed

DIP Agreement”) with the DIP Lenders.  A copy of a redacted version of the Proposed DIP

Agreement is attached as Exhibit "EE" to the Aziz Affidavit.  The Proposed DIP Agreement

is subject to confidentiality provisions regarding the disclosure of certain of the information

contained therein.  However, the major terms and conditions of the Proposed DIP Agreement

are not confidential and are summarized in the following sections.

Amount and Structure of Facility

23. The Proposed DIP Agreement provides the Applicants with liquidity through the issuance of

senior second lien secured debtor-in-possession promissory notes (the “DIP Notes”) in an

aggregate principal amount not to exceed $30 million, subject to certain conditions and

milestones.

24. The Proposed DIP Agreement contemplates the issuance of the DIP Notes in tranches, based

on the weekly cash flow forecast prepared by the Applicants and approved by the DIP

Lenders, subject to certain milestones, covenants and conditions.  The first tranche of funding

is in the principal amount of $3.2 million, the second, third and fourth tranches are each in

the principal amount of $7.5 million and the fifth and final tranche is in the principal amount

of $4.3 million (the second, third, fourth and fifth tranche being the “Subsequent

Tranches”).   At  the  option  of  the  DIP  Lenders,  in  each  case  after  consultation  with

Mobilicity and subject to any applicable corresponding reductions in fees and interest

payable, any given tranche may be issued in sub-tranches based on the funding requirements

of Mobilicity at such time in an amount sufficient to ensure that the consolidated cash

balance of Mobilicity shall not fall below $2 million based on and in accordance with the

applicable weekly cash flow forecast.

25. The major milestones and conditions precedent to the issuance of the tranches of DIP Notes

include the following:

(a) For the first tranche in the principal amount of $3.2 million (or sub-tranches thereof):



i. The issuance of the Initial Order, including the proposed DIP Lenders’

Charge (as defined herein), in form and substance satisfactory to the DIP

Lenders;

ii. satisfaction with the scope and extent of the authority of the CRO;

iii. execution and delivery of all security documents relating to the Proposed

DIP Agreement;

iv. satisfaction of the DIP Lenders with Mobilicity’s weekly cash flow

forecast  for  the  first  13  weeks  after  approval  of  the  Proposed  DIP

Agreement;

v. satisfaction that no event of default exists under the DIP; and

vi. certification by the CRO (including evidence satisfactory to the DIP

Lenders and their advisors) that Mobilicity has available cash in an

amount not exceeding $2.0 million and that the issuance of the first

tranche of DIP Notes is necessary to the Applicants;  and

(b) For each Subsequent Tranche (or sub-tranches thereof):

i. The Initial Order, including the proposed DIP Charge, shall be in full force

and effect and any applicable appeal period in respect thereof shall have

expired or, if an appeal was filed, such appeal shall have been finally

dismissed;

ii. The satisfaction of the DIP Lenders, acting reasonably, that there has been

no material adverse change in the restrictions on Mobilicity’s ability to

transfer its spectrum licences to a company that does not meet the criteria

of a new entrant;

iii. The DIP Lenders shall be satisfied with the status of any Approved

Transaction (defined in the Proposed DIP Agreement to include a sale,

change of control or plan of arrangement) or Restructuring Alternative



(defined in the Proposed DIP Agreement to mean any restructuring, plan

of arrangement or compromise, other transaction or any other alternative

steps taken with respect to Mobilicity).  Specifically:

(I) On or before October 24, 2013 (or a different date agreed to by

Wireless and the DIP Lenders) Mobilicity shall have determined

and presented to the DIP Lenders the proposed Restructuring

Alternative, commenced the Restructuring Alternative with the

prior consent of the DIP Lenders, or commenced the Restructuring

Alternative at the request of the DIP Lenders,

(II) the DIP Lenders shall be satisfied with an Approved Transaction

on or before November 12, 2013 (or a different date agreed to by

Wireless  and  the  DIP  Lenders),  or  the  DIP  Lenders  shall  be

satisfied with the status of the Restructuring Alternative; and

(III) there shall be no adverse change in the status of any Approved

Transaction or Restructuring Alternative since the closing date of

the immediately preceding tranche;

iv. The amendment, restatement or other resolution of certain specified

agreements with each of Ericsson, Amdocs and Ingram, in a manner

satisfactory to the DIP Lenders, by no later than November 12, 2013.  As

discussed in the Aziz Affidavit, certain key operational functions of

Mobilicity have been outsourced to Ericsson, Amdocs and Ingram;

v. Certification by the CRO (including evidence satisfactory to the DIP

Lenders and their advisors) that Mobilicity’s actual cash flows (excluding

professional fees) from the issuance date of the previous tranche to the

relvant closing date for the subsequent tranche do not vary by more than

5% and the professionals fees do not vary by more than 10% from the

approved weekly cash flow forecast for the same period (provided that any

such adverse variance in respect of the professional fees of the Monitor



and its counsel must be subject to an order of the CCAA Court before

being taken into account for purposes of that provision);  and

vii. Certification by the CRO (including evidence satisfactory to the DIP

Lenders and their advisors) that Mobilicity has available cash in an

amount not exceeding $2.0 million and that the issuance of the applicable

tranche of DIP Notes is necessary to the Applicants.

26. The obligations of the DIP Lenders under the Proposed DIP Agreement are strictly several,

not joint or joint and several.  The Proposed DIP Agreement specifies that (i) if a particular

DIP  Lender  is  not  satisfied  with  one  or  more  qualitative  conditions  precedent  for  a

Subsequent Tranche, that DIP Lender is not obliged to fund its share of the Subsequent

Tranche, and (ii) to the extent any DIP Lender does not fund its share of any Subsequent

Tranche, none of the other DIP Lenders is obliged to fund any following Subsequent

Tranche.

Facility Priority

27. Advances under the Proposed DIP Agreement would rank behind the First Lien Notes, the

Administrative Charge, the KERP Charge and the Directors’ Charge (each as defined herein),

and pari passu with the Bridge Notes.  The principal amount owed under the First Lien Notes

(as at July 31, 2013, as reported in the Aziz Affidavit) and the amounts of the Administrative

Charge, the KERP Charge and the Directors’ Charge is approximately $212 million in the

aggregate.

Payment of Interest and Fees

28. The DIP Notes bear interest at a rate of 15.5% per annum, payable in cash monthly in arrears.

29. The Proposed DIP Agreement contemplates that Mobilicity will pay a DIP funding fee in the

aggregate amount of up to $3,000,000, payable in kind through the issuance of additional

DIP Notes, to be issued at the closing date of each tranche or sub-tranche of funding in a

principal amount equal to 10% of the funds actually drawn under any such tranche or sub-

tranche.



Covenants and Limitations

30. The Proposed DIP Agreement contains a number of covenants and other contractual

limitations  on  potential  actions  of  Mobilicity.   These  covenants  and  limitations  include  the

following:

(a) Mobilicity may only make an interest payment in respect of the First Lien Notes with

the prior unanimous consent of all the DIP Lenders;

(b) (I) (A) Mobilicity shall have determined and presented to the Purchasers the

proposed Restructuring Alternative on or prior to October 24, 2013 or such other date

as Wireless and the DIP Lenders may agree or (B) commenced the Restructuring

Alternative on or prior to October 24, 2013, or such other date as Wireless and the DIP

Lenders may agree, with the prior consent of the DIP Lenders or (C) if requested by the

DIP Lenders, commenced the Restructuring Alternative on or prior to October 24, 2013

or such other date as Wireless and the DIP Lenders may agree, and

(II) Mobilicity and the DIP Lenders shall have agreed upon an Approved Transaction

by November 12, 2013, or such other date as Mobilicity and the DIP Lenders may

agree, or the DIP Lenders shall be satisfied with the status of the Restructuring

Alternative;

(c) Amounts outstanding under the Proposed DIP may only be voluntarily repaid (i) if the

Initial Order is granted but then any aspect of the Initial Order that approved any aspect

of the DIP Notes is subsequently reversed, vacated or rescinded on appeal, or (ii) upon

the simultaneous prepayment in full of all amounts then outstanding (including any

unpaid and accrued interest and fees and expenses payable) in respect of the Bridge

Notes;

(d) all motions, applications or proposed orders or other material or documents that

Mobilicity intends to file in the proposed CCAA proceeding must be provided to the

DIP Lenders and their counsel at least 3 days prior to such filing or, failing that, as soon

as possible, and must be in form and substance satisfactory to the DIP Lenders and their

counsel.  In addition, any and all materials in respect of a proposed plan of arrangement



or transaction shall only be submitted to the Court in a form confirmed in advance to be

satisfactory to the DIP Lenders or their counsel;

(e) the DIP Lenders shall be entitled to have an observer attend all board and committee

meetings of Mobilicity;

(f) Mobilicity shall not participate in any material discussions with any party (other than

their own legal and financial advisors) with respect to the CCAA proceedings or any

potential transaction or Restructuring Alternative without providing (i) reasonable

notice  to  the  DIP  Lenders  and  their  counsel,  and  (ii)  an  opportunity  for  a  legal

representative or any financial advisor to the DIP Lenders to participate in such

discussions;

(g) Mobilicity shall not participate in any material discussion with any regulator with

respect to the CCAA proceedings or any potential transaction or Restructuring

Alternative without providing the DIP Lenders a reasonable opportunity to participate

in such discussions unless a regulator explicitly requests a discussion without the DIP

Lenders or their counsel present;

(h) Each of the Ericsson Agreement, the Amdocs Agreement and the Ingram Agreement

shall be amended and restated or otherwise addressed pursuant to the CCAA by no later

than November 12, 2013, or such other date as Wireless and the DIP Lenders may

agree, in a manner satisfactory to the DIP Lenders; and

(i) the existence of an adverse variance of actual Professional Fees of any advisor from the

amount  set  out  therefor  in  the  Cash  Flow  Forecast  by  an  amount  exceeding  15%  in

respect of any preceding four week period as reflected in the Cash Flow Forecast will

constitute an event of default under the Proposed DIP Agreement (provided that such

an adverse variance in respect of the professional fees  of  the  Monitor  and  its  counsel

must be subject to an order of the CCAA Court before being taken into account for

purposes of that provision).



APPLICANTS’ CASH FLOW STATEMENT

31. The Applicants, with the assistance of the Proposed Monitor, have prepared a 13 week cash

flow projection (the “Cash Flow Statement”) for the period from September 21, 2013 to

December 20, 2013 (the “Cash Flow Period”) for the purposes of projecting the estimated

results of the Applicants’ planned operating and other activities during the Period (as defined

therein) and determining the quantum of DIP financing it would seek.  A copy of the Cash

Flow Statement is attached as Appendix “B” hereto.

32. The Cash Flow Statement is  presented on a weekly basis during the Cash Flow Period and

represents the estimates of Management of the projected cash flow during the Cash Flow

Period. The Cash Flow Statement has been prepared by Management of the Applicants, using

the probable and hypothetical assumptions set out in notes 1 to 17 to the Cash Flow

Statement (the “Probable and Hypothetical Assumptions” or the “Assumptions”).

33. At this time, the Applicants' Cash Flow Statement estimates that during the Cash Flow

Period, the Applicants will have total receipts of approximately $18.2 million and total

disbursements of approximately $25.5 million.  The Applicants’ cash position at the

commencement of the CCAA proceedings is estimated to be approximately $7.7 million and

during  the  Cash  Flow  Period  the  Applicants  are  projected  to  consume  this  balance  and  to

receive total proceeds of approximately $6.4 million from the issuance of DIP Notes.

34. The Cash Flow Statement projects that, subject to the DIP Financing being approved by this

Court, the Applicants will have sufficient liquidity to continue operations and to pay

professional fees as set out in the Cash Flow Statement during the Cash Flow Period.

35. The Proposed Monitor has reviewed the Cash Flow Statement to the standard required of a

Court-appointed Monitor by section 23(1)(b) of the CCAA.  Section 23(1)(b) requires a

Monitor  to  review  the  debtor’s  cash  flow  statement  as  to  its  reasonableness  and  to  file  a

report  with  the  Court  on  the  Monitor’s  findings.   The  Canadian  Association  of  Insolvency

and Restructuring Professionals standards of professional practice include a standard for

monitors fulfilling their statutory responsibilities under the CCAA in respect of a monitor's



report on a Cash-Flow Statement.  A copy of Standard 09-1 Cash Flow Statement is attached

hereto as Appendix “C”.

36. Pursuant to this standard, the  Proposed  Monitor's  review  of  the  Cash  Flow  Statement

consisted of inquiries, analytical procedures and discussion related to information supplied to

it by certain key members of Management and employees of the Applicants.  Since the

Probable and Hypothetical Assumptions need not be supported, the Proposed Monitor's

procedures with respect to them were limited to evaluating whether they were consistent with

the purpose of the Cash Flow Statement.   The Proposed Monitor also reviewed the support

provided by Management for the Probable and Hypothetical Assumptions and the

preparation and presentation of the Cash Flow Statement.

37. The Proposed Monitor has discussed with Management and Mobilicity’s counsel the

projected payments for outsourced operations, which represent critical business process

functions including network building and maintenance, call centre operations, handset logistics

and distribution, and billing systems, and has reviewed certain of the underlying agreements

and other relevant documentation.  Based on these discussions, the Proposed Monitor notes

that interruption of supply or adverse changes to existing supply terms and conditions could

have a significant and immediate detrimental effect on the Applicants’ business, operations

and cash flow and could trigger a negative variance that would constitute an event of default

under the Proposed DIP Agreement.  The Cash Flow Statement makes the significant

assumption that each of these service providers will continue to provide service to the

Applicants under their normal credit terms or that, to the extent additional payments to these

Service Providers were required, the DIP Lenders would consent to the payments, and the

consequent amendment of the Cash Flow Statement, and would advance the additional

funding required. There is currently no certainty that actual events will follow either of these

assumptions.

38. The projected fees and expenses of the restructuring professionals including counsel to

Mobilicity, counsel to the ad hoc committee of Noteholders and to the DIP Lenders, the

Monitor, and the Monitor’s counsel have been estimated assuming a typical level of activity

and do not reflect significant post-filing litigation with any creditors.



39. Based on the Proposed Monitor's review, nothing has come to its attention that causes it to

believe, in all material respects, that:

(a) the Probable and Hypothetical Assumptions are not consistent with the purpose of the

Cash Flow Statement;

(b) as at the date of this Report, the Probable and Hypothetical Assumptions are not

suitably supported and consistent with the plans of the Applicants or do not provide a

reasonable basis for the Cash Flow Statement, given the Probable and Hypothetical

Assumptions; or

(c) the Cash Flow Statement does not reflect the Probable and Hypothetical Assumptions.

40. Since the Cash Flow Statement is based on Assumptions regarding future events, actual

results will vary from the information presented even if the Probable and Hypothetical

Assumptions occur, and the variations may be material.  Accordingly, the Proposed Monitor

expresses no assurance as to whether the Cash Flow Statement will be achieved.  In addition,

the Proposed Monitor expresses no opinion or other form of assurance with respect to the

accuracy of the financial information presented in the Cash Flow Statement, or relied upon

by the Proposed Monitor in preparing this Report.

41. The Cash Flow Statement has been prepared solely for the purpose described above, and

readers are cautioned that it may not be appropriate for other purposes.

COURT ORDERED CHARGES SOUGHT IN THE PROPOSED INITIAL ORDER

42. The proposed Initial Order provides for a number of charges including:

Administration Charge

43. The proposed Initial Order provides for a charge in the amount of $10 million in favour of

the Chief Restructuring Officer,  counsel to Mobilicity,  the Monitor,  independent counsel to

the Monitor, counsel to the ad hoc committee  of  Noteholders  and  to  the  DIP  Lenders,  the

Financial Advisors to Mobilicity, and counsel that may be retained by the boards of directors

of the Applicants (the “Administration Charge”), as security for their professional fees and



disbursements incurred both before and after the making of the Initial Order in respect of

these proceedings.

44. The proposed Administration Charge is calculated based on an estimated total monthly

disbursement for each of the beneficiaries of the proposed charges as well as the success fees

of  National  Bank Financial,  Canaccord  Genuity  and  the  CRO as  set  out  in  their  respective

engagement letters.

45. The Administration Charge is proposed to rank behind the First Lien Notes, which have a

principal amount of $195 million plus accrued interest owing thereunder.  Although it is

unusual to have the charge for the fees and expenses of the Monitor and its counsel rank in a

subordinated position, the Proposed Monitor is satisfied that the ranking is appropriate in the

circumstances, including pre-filing third party indications of value of Mobilicity’s assets and

the weekly payment mechanism Mobilicity has agreed to implement with respect to the fees

of  the  Monitor  and  its  counsel.   The  Proposed  Monitor  wishes  to  assure  the  Court  that  the

Proposed Monitor and its counsel will be able to act with appropriate objectivity that is

required by a Court officer.

46. The Proposed Monitor is of the opinion that the Administration Charge is required and is

reasonable in the circumstances.

KERP Charge

47. The proposed Initial Order authorizes and directs the Applicants to make payments to certain

Key Employees pursuant to the Key Employee Retention Plan (both as discussed in the

immediately following paragraphs) and provides for a charge in the amount of $600,000 to

secure the payment of that obligation (the “KERP Charge”).   The KERP Charge is

proposed to rank behind the First Lien Notes and to rank pari passu with the Administration

Charge.

48. The Aziz Affidavit states that the Key Employees will be essential to the Applicants’ efforts

to pursue the Proposed Transaction and other alternatives and explains the factors considered

by the Applicants to design the Key Employee Retention Plan, details of which are described



in a summary attached as Confidential Exhibit “W” to the Aziz Affidavit.  The KERP Charge

reflects the amount potentially payable under the Key Employee Retention Plan.

49. The  proposed  Monitor  has  reviewed  the  calculation  of  the  proposed  amount  of  the  KERP

Charge and certain supporting information in respect thereof.  The Proposed Monitor is of

the view that the KERP Charge is required and is reasonable under the circumstances.

50. The Proposed Monitor understands that in addition to the summary of the Key Employee

Retention Plan attached as Confidential Exhibit “W” to the Aziz Affidavit, the financial

terms of each participant’s benefits under the Key Employee Retention Plan are reflected in

agreements attached as confidential Exhibits “X” through “DD” to the Aziz Affidavit.  The

Proposed Monitor also supports the Applicants’ request that in order to prevent private and

confidential information about individual employees from being publicly disclosed, the Court

make an order sealing confidential Exhibits “W” through “DD” to the Aziz Affidavit.

Directors’ and Officers’ Charge

51. The proposed Initial Order provides for a charge in an amount not to exceed $550,000 (the

“D&O Charge”) in favour of the Applicants’ directors and officers as security for any

obligations or liabilities that may arise after the commencement of the CCAA proceedings,

except to the extent that such obligation or liability is incurred as a result of such director’s or

officer’s gross negligence or wilful misconduct.  Specifically, the proposed D&O Charge is

intended to protect the directors and officers if the Applicants fail to pay amounts in respect

of employee or former employee entitlements, statutory deemed trust amounts in favours of

the Crown which are required to be deducted from employees’ wages, including amounts in

respect of employment insurance, Canada Pension Plan and income taxes; and any amounts

payable to the Crown or any taxation authority in respect of municipal realty, municipal

business or other taxes, which are entitled at law to be paid in priority to claims of secured

creditors.

52. The Proposed Monitor reviewed the calculation of the D&O Charge that was prepared by the

Applicants taking into consideration the amount of the Applicants’ payroll, vacation pay, and

tax liabilities.



53. Mobilicity’s existing insurance policy in respect of directors’ and officers’ liability provides

coverage for up to $10 million in claims per policy period in the aggregate (including

defence costs), plus $10 million in excess coverage.  The current policy covers the period

from July 1, 2013 to June 30, 2014 and covers all of the Applicants.

54. It is contemplated that the D&O Charge will be subordinate to the Administration Charge as

set out in the proposed Initial Order.

55. The Proposed Monitor is of the view that the D&O Charge is required and is reasonable

under the circumstances.

DIP Lenders’ Charge

56. As discussed above, the Applicants have negotiated a DIP Agreement with the DIP Lenders

in which the DIP Lenders will  provide DIP financing (up to a maximum of $30 million) to

the Applicants during the course of these CCAA proceedings.

57. It is a condition to the DIP Facility that the Initial Order provides for a Court-ordered charge

(the  “DIP Lenders’ Charge”)  over  the  assets  of  the  Applicants  in  priority  to  all

Encumbrances (as defined in the proposed Initial Order) except for the First Lien Notes, the

Administration Charge, the KERP Charge and the D&O Charge.

58. The comments of the Proposed Monitor with respect to the Proposed DIP Agreement,

including the proposed DIP Lenders’ Charge, are provided above.  The Proposed Monitor is

of the view that the DIP Lenders’ Charge is required and is reasonable in the circumstances

and in view of the Applicants’ liquidity needs.

CERTAIN OTHER RELIEF SOUGHT IN THE PROPOSED INITIAL ORDER

Dealer Commissions

59. As discussed in greater detail in the Aziz Affidavit, Mobilicity sells its cellular services and

handsets through a mixture of corporately-owned stores and authorized dealers, which

includes free standing stores and retail vendors. The authorized dealers are referred to

collectively below as the “Dealers”).   In  addition  to  its  five  corporately-owned  stores,



Mobilicity has more than 314 points of distribution through 94 exclusive and 150 non-

exclusive Dealer retail locations.  The exclusive Dealers are compensated solely through a

flat-fee commission for each new customer that is signed up, whereas the non-exclusive

Dealers also purchase handsets from Mobilicity, mark up the handsets and retain the margin.

Mobilicity pays the commissions to the Dealers approximately 45 days after the end of the

month in which the new customer was signed up, subject to certain customer retention

requirements.

60. Management  has  informed  the  Proposed  Monitor  that,  as  of  the  date  of  this  Report,  total

commissions of approximately $1.45 million were owed to the Dealers for August and

September sales.  The Applicants are seeking authorization from the Court to pay the

outstanding commissions as they come due.

61. Management has expressed the view that if the outstanding commissions were not paid it

might  result  in  the  bankruptcy  of  many  or  all  of  the  Dealers.   The  Proposed  Monitor

understands that the Dealers are essential points of contact for both the retention of existing

customers and potentially signing up new customers and that protection of the Dealer

network is therefore important for the preservation of Mobilicity’s enterprise value.

Consequently, the Proposed Monitor supports the Applicants’ request for authorization to

pay the outstanding Dealer commissions as they come due.

CRO and Financial Advisors’ Fees

62. The  proposed  Initial  Order  contemplates  that  the  engagement  letters  of  the  CRO  and  the

Financial Advisors will be sealed as confidential exhibits.  Mobilicity provided copies of all

three engagement letters to the Monitor.  Based on its review of the engagement letters, the

Monitor is of the view that the fee arrangements agreed to by Mobilicity in those engagement

letters are reasonable and consistent with the fee arrangements in other engagements of

similar size,  scope and complexity.



All of which is respectfully submitted this 29th day of September, 2013.

ERNST & YOUNG INC.

in its capacity as the Proposed Monitor of
Data & Audio-Visual Enterprises Holdings Inc.,
Data & Audio-Visual Enterprises Wireless Inc., and
8440522 Canada Inc.

Per:

Mike Dean
Senior Vice-President

Alex Morrison
Senior Vice-President























































































































Data & Audio-Visual Enterprises Holdings Inc., Data & Audio-Visual Enterprises Wireless Inc. and 8440522 Canada Inc.
Consolidated Weekly Cash Flow Statement
For the period from September 21, 2013 to December 20, 2013
CDN ('000)

Week Ending
1 2 3 4 5 6 7 8 9 10 11 12 13

Sep-27 Oct-04 Oct-11 Oct-18 Oct-25 Nov-01 Nov-08 Nov-15 Nov-22 Nov-29 Dec-06 Dec-13 Dec-20 Total

Beginning Balance 2 9,288 7,677 6,541 6,581 5,526 6,098 4,763 2,000 2,000 2,201 2,000 2,000 2,000 9,288

Cash Receipts
Customer Revenue 3 1,261 1,066 927 1,001 1,147 1,132 858 858 858 858 676 646 646 11,935
DIP Draw 4 - - - - - - 409 1,345 - 350 1,533 2,731 10 6,378
Other Account Receivables - - - - - - - - - - - - - -
Tax Refund (Payment) 5 (81) - - - - - - - - - - - - (81)

Total Cash Receipts 1,180 1,066 927 1,001 1,147 1,132 1,268 2,203 858 1,208 2,209 3,377 656 18,232

Cash Disbursements
Payroll and Benefits 6 (607) - - (516) (85) (668) - (495) - (627) - (495) - (3,492)
Sales & Marketing 7 (54) (10) (11) (11) (11) (42) (43) (43) (43) (53) (51) (51) (51) (474)
Commissions 8 - - - (812) - - - (589) - - - (535) - (1,935)
Service Delivery & IT 9 (453) (164) (35) (35) (35) (292) (204) (199) (199) (199) (241) (163) (163) (2,380)
Payments for Outsourced Operations 10 154 (101) (46) (46) (153) (46) (3,415) (110) (46) (46) (473) (1,322) (46) (5,695)
Rent & Site Operations 11 (904) (927) (100) - - (1,003) - (36) - (43) (1,013) (36) - (4,061)
General Operating Expenditures 12 (169) (26) (26) (32) (26) (106) (104) (128) (104) (130) (160) (154) (130) (1,297)
BOD Expenses 13 - (59) - - - - - - - - - - - (59)
CCAA Monitor and Monitor's Counsel Fees 14 - (170) (141) (141) (141) (141) (141) (141) (141) (141) (141) (141) (141) (1,723)
CCAA Legal Fees 15 - (698) (529) (463) (124) (124) (124) (463) (124) (124) (124) (463) (124) (3,487)
Other Legal Expenses 16 (760) (45) - - - (45) - - - (45) - - - (895)
Interest Payments 17 - - - - - - - - - - (5) (16) - (21)

Total Cash Disbursements (2,792) (2,201) (887) (2,056) (575) (2,467) (4,031) (2,203) (657) (1,409) (2,209) (3,377) (656) (25,520)

Net Cash Flow  Balance (1,611) (1,135) 40 (1,055) 572 (1,335) (2,763) - 201 (201) - - - (7,288)

Ending Cash Balance 7,677 6,541 6,581 5,526 6,098 4,763 2,000 2,000 2,201 2,000 2,000 2,000 2,000 2,000
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NOTES TO THE CONSOLIDATED WEEKLY CASH FLOW STATEMENT

1. The consolidated weekly cash flow statement (the “Cash Flow Statement”) has been prepared solely for the purpose of
projecting the combined cash receipts and disbursements of Data & Audio-Visual Enterprises Holdings Inc. (“Holdings”),
Data & Audio-Visual Enterprises Wireless Inc. (“Wireless”), and 8440522 Canada Inc. (collectively, the “Applicants” or
“Mobilicity”). The Cash Flow Statement includes the business activities of the Applicants as set out herein and assumes that
interim financing pursuant to a Debtor in Possession Loan Facility (“DIP”) in respect of which the Applicants will seek court
approval, will be available to fund the projected shortfall in net cash flow.

The Cash Flow Statement represents management’s reasonable estimates at present. The actual timing and amount of the
receipts and disbursements may fluctuate from the estimates shown herein and these fluctuations may be material.
Disbursements are inclusive of any applicable federal and provincial sales taxes.

Readers are cautioned that the Cash Flow Statement may not be appropriate for their purposes.

The Cash Flow Statement is presented on a weekly basis from September 21, 2013 to December 20, 2013 (the “Period”) and
represents management’s reasonable estimates of the results of operations and CCAA costs of administration during the
Period.

The Cash Flow Statement is presented in thousands of Canadian dollars and assumes that any foreign currency transactions are
made based on foreign exchange rates in effect as of September 20, 2013.

The Cash Flow Statement assumes that the Applicants file for CCAA protection on September 30, 2013 and that as a result,
they are afforded a stay of proceedings that is effective against their pre-filing creditors, including amounts owed to their
secured creditors. In accordance with the proposed Initial Order, the Cash Flow Statement assumes that the only pre-filing
creditors to be paid are the Applicants’ dealers, which are owed commissions dating back to August 2013.

The Cash Flow Statement assumes that the Applicants will secure sufficient DIP financing to sustain their operations while
under CCAA protection and that the DIP financing is approved pursuant to an order of the Court.

2. The Opening Cash Balance includes Mobilicity's cash on hand, net of outstanding cheques, as at September 20, 2013.
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3. Customer Revenues represent projected weekly cash inflows resulting from prepayments for service by Mobilicity’s existing
and projected customers. Mobilicity has projected that its subscriber base will decrease following the commencement of the
CCAA proceedings.  The Cash Flow Statement also assumes that a portion of the customer receipts will be required to fund a
deposit requested by Mobilicity’s credit card processing company, reducing the net projected customer receipts during the
Period.

4. The DIP Draw represents the projected draws on Mobilicity’s DIP credit facility pursuant to the Agreement between the DIP
Lenders and Mobilicity, assuming that the Agreement has been approved by the Court and that the conditions precedent in the
Agreement have been satisfied.  Interest on the DIP accrues at a rate of 15.5 percent per annum on the outstanding amounts,
payable in cash monthly in arrears. Pursuant to the Agreement, the DIP is projected to be drawn in weekly tranches in order to
provide the Applicants with a minimum ending cash balance of $2 million.  The first such weekly amount is assumed to be
drawn in the week ending November 8, 2013.

5. Tax Refunds (Payments) represent the projected sales taxes collected from Mobilicity’s customer revenues net of its sales
taxes paid for products and services received. Other than the provincial sales tax payments projected to be made in the week
ending September 27, 2013, it is assumed that all tax refunds and payments net to zero.

6. Payroll and Benefits represent projected gross payroll, including payments to executives and the monthly fees payable to the
Chief Restructuring Officer along with the  costs associated with standard employee benefit plan covering health, dental,
accidental death and death,  life insurance, short-term disability and long-term disability. The majority of the salaried and
hourly employees are paid semi-monthly through direct deposit.

7. Sales & Marketing represent projected general costs associated with sales and marketing at Mobilicity’s four corporate stores
and general marketing activities for services rendered after the date of the Initial Order.

8. Commissions represent projected fees paid to the Applicants’ dealers. Commissions are usually paid 45 days after the end of
each month for newly acquired subscribers subject to the new subscribers remaining active for 35 days. The Cash Flow
Statement assumes that pursuant to the proposed Initial Order, payments to Mobilicity’s dealers are unaffected by the stay of
proceedings.
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9. Service Delivery & Information Technology relates primarily to roaming, long distance and data services provided to
Mobilicity’s customers, as well as the projected fees for Mobilicity’s suppliers of credit card processing services.

10. Payments for Outsourced Operations represent projected payments to third party service providers for critical business process
functions including network building and maintenance, call centre operations, handset logistics and distribution, and billing
systems. The Cash Flow Statement assumes that the payments to these providers are made in accordance with the contractual
terms currently contained in the various agreements.

11. Rent & Site Operations represent projected lease payments for Mobilicity’s leased facilities, including its corporate head office
in Vaughan, a sales office in Vancouver, two co-location data centers and four corporate retail stores. In addition, the
Applicants lease approximately 500 locations for their cellular broadcasting equipment. Pursuant to the Initial Order, the Cash
Flow Statement assumes all lease payments are made monthly in advance.

12. General Operating Expenditures include projected administration expenses, human resources expenses, travel and
entertainment, and certain capital expenditures related to general business operations.

13. BOD Expenses represent projected fees payable to members of the Applicants’ board of directors.

14. CCAA Monitor & Counsel Fees include the estimated fees and disbursements of the proposed CCAA Monitor and its legal
counsel.

15. CCAA Legal Fees represent the estimated fees and disbursements for Mobilicity's legal counsel, legal counsel for Mobilicity’s
board of directors, counsel to the Ad Hoc Committee of Senior Unsecured Debenture Holders, and counsel to the proposed
DIP Lenders.

16. Other Legal Expenses include projected legal expenses paid in relation to Equity Financial and general legal expenses for
Mobilicity’s day-to-day operations.
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17. Consistent with the proposed Initial Order, the Applicants are not projected to make any post filing interest payments in respect
of the $195 million First Lien Notes or the $43.25 million Second Lien Notes. Pursuant to the Agreement, interest is projected
to be paid monthly in arrears on the outstanding amount of the DIP Draw at a rate of 15.5 percent per annum.
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In this Standard, words importing the singular number or the masculine gender only include more persons, 

parties or things of the same kind than one, and females as well as males and the converse. 

 
 

1.00  SCOPE AND PURPOSE 
 
1.01  The purpose of this Standard is to provide guidance to a Monitor fulfilling its statutory 

responsibilities under the Companies’ Creditors Arrangement Act (CCAA), R.S.C. 

1985, c. C-36, as amended, in respect of a Monitor's Report on a Cash-Flow Statement.  
This Standard only addresses the Monitor’s obligations with respect to the cash-flow 
forecast filed in support of the initial application.  If appropriate, the Monitor should file 
similar reports in respect of subsequent or revised cash-flow forecasts, notwithstanding that 
there is no statutory obligation to file such reports. 

1.02 The Monitor’s duties and obligations in respect of a particular CCAA proceeding shall be 
governed by the Act, the applicable orders issued by the court, and this Standard where 
applicable.  To the extent that this Standard conflicts with any order issued by the court, 
the Monitor shall be governed by the order. 

 

2.00  DEFINITIONS 

2.01  In this Standard: 

"May" means the Standard is simply intended to be helpful and the Monitor has full 
discretion to follow it or not. 

"Should" means it is appropriate to do so in most circumstances.  Where a Monitor judges 
it appropriate to do otherwise, the Monitor should consider the advisability of documenting 
the reasons for its decision. 

"Shall" means the Standard is mandatory and the Monitor must follow it. 
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2.02  In this standard: 

“Act” means the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as 
amended; 

“Association” means Canadian Association of Insolvency and Restructuring Professionals 
/ Association canadienne des professionnels de l'insolvabilité et de la réorganisation; 

“Assumptions” means the Hypothetical Assumptions and Probable Assumptions 
developed by the Company; 

“Cash-Flow Statement” in respect of a Company, means a statement indicating, on a 
weekly basis (or such other basis as is appropriate in the circumstances), the projected 
cash-flow of the Company as defined in section 2(1) of the Act based on Probable and 
Hypothetical Assumptions that reflect the Company’s planned course of action for the 
period covered; 

“Company” means a debtor company, as defined in Section 2 of the Act, that intends to 
commence or has commenced, as the case may be, a proceeding under the Act or in respect 
of whom a proceeding under the Act has been commenced; 

“Hypothetical Assumptions” means assumptions with respect to a set of economic 
conditions or courses of action that are not necessarily the most probable in the Company's 
judgment, but are consistent with the purpose of the Cash-Flow Statement;  

“Material” means that it is probable that a change in an item or an aggregate of items 
would influence or change a decision; 

“Material Adverse Change” means a change that, in the Monitor’s opinion, materially 
and negatively impairs, or is reasonably expected to materially and negatively impair, the 
Company’s cash-flow, financial circumstances or likelihood of success of a plan of 
arrangement.  Examples would include, but not be limited to a change that: 

• has a significant adverse effect on the expected cash-flows compared to the Cash-
Flow Statement; or 

• impairs the ability of the Company to carry on operations; or 

• significantly prejudices the rights or interests of one or more classes of creditors. 
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“Monitor” in respect of a Company, means the person appointed by the court pursuant to 
Section 11.7 of the Act to monitor the business and financial affairs of the Company; 

“Monitor’s Report” means a report on the Cash-Flow Statement issued by the Monitor in 
accordance with Section 23(1)(b) of the Act; 

“Probable Assumptions” means assumptions that: (i) the Company believes reflect the 
most probable set of economic conditions and planned courses of action, suitably 
supported that are consistent with the plans of the Company; and (ii) provide a reasonable 
basis for the Cash-Flow Statement; 

“Review for Reasonableness” means the review conducted by the Monitor pursuant to 
Section 23(1)(b) of the Act; and 

“Suitably Supported” means that the Assumptions are based on either one or more of the 
following factors: the past performance of the Company, the performance of other industry 
/ market participants engaged in similar activities as the Company, feasibility studies, 
marketing studies or any other reliable source of information that provides objective 
corroboration of the reasonableness of the Assumptions. The extent of detailed information 
supporting each Assumption, and an assessment as to the reasonableness of each 
Assumption, will vary according to circumstances and will be influenced by factors such as 
the significance of the Assumption and the availability and quality of the supporting 
information. 

 

3.00  ASSISTING THE COMPANY 

3.01  The Monitor may assist the Company in the preparation of the Cash-Flow Statement.   

3.02   The Monitor shall remind the Company that the Cash-Flow Statement and the 
Assumptions on which it is based, are the responsibility of the Company. 

3.03 The Monitor shall remind the Company that the Monitor has the statutory duty to file a 
report with respect to the Cash-Flow Statement.  

3.04 The Monitor should advise the Company that any information given by the Company to 
the Monitor may be disclosed to the court and the creditors. 
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3.05 The Monitor should document the foregoing in a letter to the debtor, a sample of which is 
attached as Appendix A to this standard.

4.00  DOCUMENTATION 

4.01 The review performed by the Monitor in accordance with this Standard shall be 
documented. 

4.02 The Monitor should obtain written confirmation (a sample letter is attached as Appendix B 
to this standard) from an authorized officer or director of the Company that: 

a) the Cash-Flow Statement and the Assumptions on which it is based, are the 
responsibility of the Company; and 

b) the Company's responsibility extends beyond ensuring that individual Assumptions 
used in the preparation of the Cash-Flow Statement are appropriate in the 
circumstances, and includes the responsibility to ensure that such Assumptions as a 
whole are appropriate in the circumstances. 

 

5.00 MONITOR'S REVIEW 

5.01 The Monitor shall perform a Review for Reasonableness.  

5.02 The review shall be performed by an individual or individuals having, when considered as 
a whole, adequate technical training and proficiency, with due care and with an objective 
state of mind. 

5.03 The review shall be adequately planned and properly executed and if assistants are 
employed, they shall be properly supervised. 

5.04 The Monitor should, as soon as practicable, acquire knowledge of the Company and an 
understanding of the practices and particulars of the industry within which the Company 
operates, sufficient to enable it to perform the Review for Reasonableness. 

5.05 The Review for Reasonableness shall consist of enquiry, analytical procedures and 
discussions with the Company to determine whether there is anything that causes the 
Monitor to believe that, in all material respects: 
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a) the Hypothetical Assumptions are not consistent with the purpose of the Cash-Flow 
Statement;

b) as at the date of the Monitor’s Report, the Probable Assumptions developed by the 
Company are not Suitably Supported and consistent with the plans of the Company or 
do not provide a reasonable basis for the Cash-Flow Statement, given the Hypothetical 
Assumptions; or 

c) the Cash-Flow Statement does not reflect the Probable and Hypothetical Assumptions. 

5.06 The Monitor should satisfy itself that the computations contained in or made in preparing 
the Cash-Flow Statement are consistent with the Assumptions and materially accurate.  

5.07 Where practicable, the Monitor should reconcile the Cash-Flow Statement to the 
appropriate actual cash and loan balances in the financial records of the Company, as at the 
start date of the Cash-Flow Statement, and a description of such reconciliation process may 
be included in the Monitor’s Report. 

5.08 The Monitor shall periodically compare actual cash-flow results to those reflected in the 
Cash-Flow Statement and obtain reasonable explanations for significant variances.  The 
Monitor should report the results of such comparisons and reviews to the court.  Where the 
results of such comparisons and reviews indicate a Material Adverse Change in the 
Company’s projected cash-flow or financial circumstances, the Monitor shall report the 
results of such comparisons and reviews to the court without delay. 

 

6.00 MONITOR'S REPORT 

6.01 After completing its Review for Reasonableness, the Monitor shall consider whether 
anything material has come to its attention that causes it to believe that: 

a) The Hypothetical Assumptions are not consistent with the purpose of the Cash-Flow 
Statement; or 

b) As at the date of the report, the Probable Assumptions developed by the Company are 
not Suitably Supported and consistent with the plans of the Company or do not 
provide a reasonable basis for the Cash-Flow Statement, given the Hypothetical 
Assumptions; or 
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c) The Cash-Flow Statement does not reflect the Probable and Hypothetical 
Assumptions. 

 

6.02 The Monitor should file the Monitor’s Report with the court within 10 days of the granting 
of the Initial Order or at such other time as may be ordered by the court.  

6.03 The Monitor’s Report shall include an overview and review of the Cash-Flow Statement 
and a summary of its determinations as required by Section 5.05 of this Standard. 

6.04 The Monitor should ensure that all material Assumptions are disclosed in the notes and 
shall include in the Monitor’s Report a statement to this effect. 

6.05 The Monitor shall prepare, sign and file the Monitor’s Report with the court. 

6.06 The Monitor should date the Monitor’s Report as of the date of the completion of his 
Review for Reasonableness.  

6.07 The form of the Monitor’s Report shall be substantially as follows: 

The <attached> statement of projected cash-flow <attached as appendix ___ of this 

report/the debtors application material> (the “Cash-Flow Statement”) of 

________________ (name of Company),(the “Company”) as of the ______ day of 

____________ ____, consisting of ____________________ (describe, including relevant 

dates), has been prepared by the management of the Company for the purpose described in 

Note ______, using the Probable and Hypothetical Assumptions set out in Notes ______.  

Our review consisted of inquiries, analytical procedures and discussion related to 

information supplied to us by certain of the management and employees of the Company. 

Since Hypothetical Assumptions need not be supported, our procedures with respect to 

them were limited to evaluating whether they were consistent with the purpose of the Cash-

Flow Statement. We have also reviewed the support provided by management of the 

Company for the Probable Assumptions, and the preparation and presentation of the Cash-

Flow Statement.  

Based on our review, nothing has come to our attention that causes us to believe that, in all 

material respects: 

a) the Hypothetical Assumptions are not consistent with the purpose of the Cash-Flow 

Statement;  
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b) as at the date of this report, the Probable Assumptions developed by management are 

not Suitably Supported and consistent with the plans of the Company or do not 

provide a reasonable basis for the Cash-Flow Statement, given the Hypothetical 

Assumptions; or  

c)  the Cash-Flow Statement does not reflect the Probable and Hypothetical 

Assumptions.  

Since the Cash-Flow Statement is based on Assumptions regarding future events, actual 

results will vary from the information presented even if the Hypothetical Assumptions 

occur, and the variations may be material. Accordingly, we express no assurance as to 

whether the Cash-Flow Statement will be achieved. We express no opinion or other form of 

assurance with respect to the accuracy of any financial information presented in this 

report, or relied upon by us in preparing this report. 

The Cash-Flow Statement has been prepared solely for the purpose described in Note 

____/on the face of the Cash-Flow Statement, and readers are cautioned that it may not be 

appropriate for other purposes.  

Optional paragraph if the Monitor’s report is to be included as part of another report: 

Note: Date and signature of Monitor should be excluded if this report is included within 

another report prepared by the Monitor.  

<Dated at __________________, this ______ day of __________ ______.  

____________________________________ 

Monitor>.  

 

6.08 The Monitor’s Report should be augmented with such additional comments as deemed 
appropriate by the Monitor in the circumstances. 

 

 

 



CANADIAN ASSOCIATION OF INSOLVENCY AND RESTRUCTURING PROFESSIONALS  
ASSOCIATION CANADIENNE DES PROFESSIONNELS DE L’INSOLVABILITÉ ET DE LA RÉORGANISATION

 
Standards of Professional Practice 

 
No. 09-1 

CASH-FLOW STATEMENT 
 
 

 
 

 
August 21, 2009 Page 8 09-1 

 
 

6.09 Where the Monitor concludes it is unable to issue the Monitor’s Report in the form set out 
above, in accordance with the timeline detailed in paragraph 6.02, the Monitor: 

a) Shall advise the Company of the Assumptions and/or other matters that prevent 
the Monitor from issuing the Monitor’s Report and should consider advising the 
Company of same in writing; and 

b) Shall file a report with the court in accordance with the timeline detailed in 
paragraph 6.02 setting out the reasons therefore. 
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