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INTRODUCTION AND BACKGROUND

1. On October 31, 2016 (the “Petition Date”), the Ontario Superior Court of Justice –

Commercial List (the “Court”) granted an order (as amended and restated, the “Initial

Order”), among other things: (i) declaring that Performance Sports Group Ltd. (“PSG”) and

certain of its subsidiaries and affiliates (collectively, the “Applicants”)1 were companies to

which the Companies’ Creditors Arrangement Act (“CCAA”)2 applied; (ii) granting certain

relief including, inter alia, a stay of proceedings in favour of the Applicants; and (iii)

appointing Ernst & Young Inc. as monitor (in such capacity,  the  “Monitor”) of the

Applicants.

2. On the same date, the Applicants commenced proceedings (the “Chapter 11 Proceedings”)

in the United States (“U.S.”) under Chapter 11 of the U.S. Bankruptcy Code (the “Code”)3 in

the Bankruptcy Court for the District of Delaware (the “U.S. Court”).

3. PSG is a reporting issuer and its common shares (the “Common Shares”) were listed on the

New York Stock Exchange and the Toronto Stock Exchange under the symbol “PSG” before

trading was suspended by both exchanges on October 31, 2016. The New York Stock

Exchange delisted the Common Shares effective November 28, 2016 and the Toronto Stock

Exchange delisted the Common Shares effective December 8, 2016.

1 The Applicants in the present proceedings are comprised of Performance Sports Group Ltd., Bauer Hockey Corp.,
Bauer Hockey Retail Corp., Bauer Performance Sports Uniforms Corp., BPS Canada Intermediate Corp., BPS
Diamond Sports Corp., Easton Baseball/Softball Corp., KBAU Holdings Canada, Inc., Performance Lacrosse
Group Corp., PSG Innovation Corp. (collectively, the “Canadian Applicants”) and Bauer Hockey Retail Inc.,
Bauer Hockey, Inc., Bauer Performance Sports Uniforms Inc., BPS Diamond Sports Inc., BPS US Holdings Inc.,
Easton Baseball/Softball Inc., Performance Lacrosse Group Inc., PSG Innovation Inc. (collectively, the “U.S.
Applicants”).

Since the Restructuring Proceedings (as defined below) have commenced, four of the Applicants, namely
Performance Sports Group Ltd., Bauer Hockey Corp., BPS Canada Intermediate Corp. and KBAU Holdings
Canada, Inc. were amalgamated.

As well, since Closing (as defined below), the Applicants have been renamed Old PSG Wind-down Ltd., Old BHR
Wind-down Corp., Old BPSU Wind-Down Corp., Old BPSDS Wind-down Corp., Old EBS Wind-down Corp.,
Old PLG Wind-down Corp., Old PSGI Wind-down Corp. (collectively, the “Canadian Applicants”), Old BHR
Inc., Old BH Inc., Old BPSU Inc., Old BPSCI Inc., Old BPSUSH Inc., Old EBS Inc., Old PLG Inc. and Old PSGI
Inc. (collectively, the “U.S. Applicants”).

2 Companies’ Creditors Arrangement Act, RSC 1985, c. C-36, as amended.
3 11 U.S.C §§ 101 et seq.
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4. Background on the Applicants, including their business operations, causes of insolvency and

various other matters are described in more detail in the affidavit of Mark Vendetti 4 sworn

October 31, 2016 in support of the Initial Order.

5. Information regarding the Chapter 11 Proceedings, including copies of the “First day” orders

entered by the U.S. Court are located on a website managed by the Applicants’ claims agent,

Prime Clerk LLC (“Prime Clerk”), at the following URL: https://cases.primeclerk.com/psg/

(the  “Prime Clerk Website”). Information regarding the Applicants’ proceedings under the

CCAA (the  “CCAA Proceedings”, and together with the Chapter 11 Proceedings, the

“Restructuring Proceedings”), including court orders and other materials related to the

proceedings, are on the Monitor’s website at the following URL: www.ey.com/ca/psg (the

“Monitor’s Website”).

6. The Applicants have conducted a comprehensive stalking horse sale process for the going

concern sale of substantially all of their assets  (the  “Sale Process”). The Applicants

negotiated and executed a stalking horse asset purchase agreement dated October 31, 2016, as

amended, (the “SH Agreement”) for the sale of substantially all of the Applicants’ assets to

9938982 Canada Inc., an acquisition vehicle co-owned by affiliates of Sagard Holdings Inc.

and Fairfax Financial Holdings Limited (the “Purchaser”), and the designated purchasers

party thereto.

7. Shortly before the Closing (as defined below), and as further described in the sixth report of

the Monitor dated February 3, 2017 (the “Sixth Report”), the Applicants implemented a

series of corporate restructuring transactions (the “Pre-Closing Reorganization”) intended to

minimize potential tax consequences from the sale of substantially all of their assets to the

Purchaser. As part of the Pre-Closing Reorganization, certain of the Applicants were

continued from the Canada Business Corporations Act (the  “CBCA”)5 into the Business

Corporations Act of British Columbia, (the “BCBCA”)6 and amalgamated into a single entity

under the BCBCA.

4 Mr. Vendetti was PSG’s chief financial officer and an executive vice president.
5 Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended.
6 Business Corporations Act, SBC 2002, c. 57, as amended.
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8. The closing of the sale was completed on February 28, 2017 (the “Closing”). Subsequent to

the Closing, the Applicants amended their corporate names to comply with one of the

conditions of the SH Agreement. As a result, the Applicants are seeking an order to change

the title of proceedings of the CCAA Proceedings.7 A similar motion has also been filed in

respect of the Chapter 11 Proceedings and is scheduled to be heard on April 12, 2017.

9. The Applicants will also seek an order establishing a claims bar date for filing proofs of claim

in respect of claims or restructuring claims of any employee, independent contractor, or

temporary worker, whom the Applicants employed as of October 31, 2016 or thereafter (the

“Employees” and each, an “Employee”).7 A similar motion has also been filed in the Chapter

11 Proceedings and is scheduled to be heard on April 12, 2017.

10. This seventh report of the Monitor (the “Seventh Report”) provides the Court with

information relevant to the CCAA Proceedings to date, in particular the matters referred to

above.

11. This Seventh Report is presented under the following headings:

a) Introduction and background;

b) Terms of reference and disclaimer;

c) Update on the restructuring proceedings to date;

d) Comparison of actual and projected cash flow results;

e) Quarterly reporting;

f) Audited financial statements for fiscal 2016 / resignation of PSG’s auditors;

g) Closing of the sale contemplated by the SH Agreement;

h) Change in the Applicants’ corporate names;

i) Employee Claims Bar Date (as defined below);

j) Contract resiliation/disclaimers;

k) Claims status;

l) Upcoming restructuring measures; and

m) Overall comments and conclusions.

7 The motion is supported by the affidavit of Brian J. Fox sworn March 30, 2017.
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TERMS OF REFERENCE AND DISCLAIMER

12. The Monitor has prepared several reports since the commencement of the Restructuring

Proceedings, each of which is accessible on the Monitor’s Website. The Seventh Report

should be read in conjunction with the previous reports.

13. In preparing this Seventh Report and making the comments herein, the Monitor has been

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

information, company records, management prepared financial information and projections,

discussions with management and employees of the Applicants, and information from other

third party sources, including the Applicants’ Chief Restructuring Officer (the “CRO”), Brian

J. Fox of Alvarez & Marsal North America LLC (“A&M”), and other personnel from A&M

and its affiliates (collectively, the “Information”).

14. The Monitor has assumed the integrity and truthfulness of the Information and explanations

provided to it, within the context in which it was presented. To date, nothing has come to the

attention of the Monitor that would cause it to question the reasonableness of this assumption.

15. Finally, the Monitor has requested that management and the CRO bring to its attention any

significant matters that were not addressed in the course of its specific inquiries. Accordingly,

this Seventh Report is based solely on the Information (financial or otherwise) provided to the

Monitor.

16. Except as described in this Seventh Report, the Monitor has reviewed the Information for

reasonableness, internal consistency and use in the context in which it was provided. 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 and accordingly the Monitor expresses no opinion or

other form of assurance in respect of the Information.

17. In view of the purpose of the Seventh Report, some of the financial information herein may

not comply with generally accepted accounting principles.
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18. Some of the information referred to in this Seventh Report consists of forecasts and

projections that were prepared based on management’s current estimates and assumptions.

Such estimates and assumptions are, by their nature, not ascertainable and as a consequence

no assurance can be provided regarding the forecasted or projected results. Actual results will

likely vary from the forecasts or projections, even if the assumptions materialize, and the

variations could be significant.

19. The Monitor has prepared this Seventh Report in its capacity as the court-appointed Monitor

in the CCAA Proceedings in order to provide additional information to the Court in connection

with the CCAA Proceedings to date. This Seventh Report may not be appropriate for any other

purpose and consequently should not be used for any other purpose.

20. Unless otherwise stated, all monetary amounts contained herein are expressed in U.S. dollars

and all terms not otherwise defined herein shall have the meaning ascribed to them in the

Initial Order and in the Monitor’s previous reports.

UPDATE ON THE RESTRUCTURING PROCEEDINGS TO DATE

21. A summary of the principal substantive orders, motions, and other filings made in the Chapter

11 Proceedings since the Sixth Report is presented in Appendix “A”.

22. The Monitor continues the processes described in the previous reports, namely responding to

creditors’ enquiries; monitoring the Applicants’ receipts and disbursements; monitoring post-

Closing matters in respect of the sale transaction; exchanging with the Applicants and their

advisers on aspects related to the restructuring; and coordinating the claims process with

representatives of Prime Clerk.

23. At the request of the Applicants, the Monitor consented to lift the stay of proceeding granted

under the Initial Order on the same terms as the Stipulated Order [Docket No. 888] granted in

the Chapter 11 Proceedings (the “Stipulation”) on March 8, 2017. The Stipulation permitted a

plaintiff that had a pending action for damages relating to a purported defective product to

continue the legal proceedings but limits any recovery solely to the Applicants’ liability

insurance policy and waives any right to a distribution that may be payable by the Applicant

in respect of the purported claim for damages.
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24. As mentioned earlier in this Seventh Report, the Closing was completed on February 28,

2017. In accordance with the provisions of the SH Agreement, the sale proceeds estimated to

be attributable to the Canadian Applicants were remitted to the Monitor. The Monitor received

$34,085,962 at the time of the Closing and this amount has been deposited in a trust account

managed by the Monitor. The disbursements that are required to be made from these funds are

made by the Monitor upon request from the Applicants. Such disbursements include, for

example, obligations of the Applicants incurred after the date of the Initial Order that had not

yet been paid as of the Closing, on-going professional fees and wind down costs, and taxes

relating to the sale of assets of the Applicants. In addition, the Monitor received $500,000 to

be held in escrow pending the wind-down of certain of the Applicants’ European structured

finance entities (the “Luxco Escrow”).

25. The current status of the sale of substantially all of the assets of the Applicants is discussed in

greater detail later in this Seventh Report.

COMPARISON OF ACTUAL AND PROJECTED CASH FLOW RESULTS

26. Pursuant to its duties as set out in the Initial Order, the Monitor has monitored the Applicants’

receipts and disbursements since the commencement of the CCAA Proceedings. Attached

hereto as Appendix “B”, and summarized below, is a comparative analysis of the statement

of receipts and disbursements covering the period from October 31, 2016 to

February 24, 2017, (17 weeks), reflecting the receipts and disbursements from the date of the

Initial Order until shortly before the Closing.
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27. The actual results for the 17 week period from October 31, 2016 to February 24, 2017 indicate

a favourable variance in receipts and disbursements of approximately $60.9 million and a

variance arising from the additional opening cash on hand at October 31, 2016 of

approximately $3.2 million. These variances do not result in additional liquidity of

approximately $64.1 million, as the favourable variances in receipts caused a decrease in the

borrowing base and thus on the available credit. The additional liquidity generated from the

favourable variances is reported to be approximately $44.1 million.8

8 The information presented in Appendix “B” indicates a surplus availability of approximately $45.8 million. The
difference relates to cheques in circulation that are added back to the availability in the Applicants’ reporting.
Considering that these funds have already been allocated, the Monitor considers such funds to not form part of the
available funds.
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QUARTERLY REPORTING

28. The CCAA provides (inter alia) that the Monitor must file a report with the Court on the state

of the companies’ business and financial affairs containing the prescribed information, if any,

not later than 45 days, or any longer period that the court may specify, after the day on which

each of the company’s fiscal quarters ends (the “Quarterly Report”).9 There is no

information in the Companies’ Creditors Arrangement Regulations10 prescribing the form or

contents of the Quarterly Report.

29. The Applicants’ fiscal year-end is May 31. As such, the most recent fiscal quarter ended on

February 28, 2017 and the deadline to file the Quarterly Report is April 14, 2017.

30. A copy of the Applicants’ financial statements for the fiscal quarter ended February 28, 2017

is attached as Appendix “C” and copies of the Applicants’ monthly operating reports

(collectively, the “MORs”) for the months of December 2016, January 2017 and February

2017 are attached as Appendices “D”, “E” and “F”, respectively. The MORs represent the

accounting filed by the Applicants in the Chapter 11 Proceedings to comply with the

provisions of the Code.

31. The Applicants advise that the above-mentioned financial information has not been subjected

to an audit and reflects the best information available to the Applicants and the Monitor at this

time, and that the information is preliminary and subject to adjustments. The Applicants

advise as well that the financial information does not necessarily comply with generally

accepted accounting principles in the United States (“GAAP”), in that the information does

not include all of the disclosures that would be required under GAAP, was prepared on the

basis of the Applicants as a going concern and does not reflect any adjustments that might be

required as a result of the restructuring process. Notwithstanding that the information

provided may not conform to GAAP and may be subject to change, the information contained

in the above-mentioned appendices represents the best report on the state of the Applicants’

business and affairs that can be presented at this time.

9 Section 23(1)(d)(ii) CCAA.
10 SOR/2009-219.
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32. The financial statements for the fiscal quarter ended February 28, 2017, indicate that PSG

continued to incur losses in the third fiscal quarter (the 2017 fiscal year ends May 31, 2017).

The losses are reported to total approximately $62.5 million, on reported revenues of

approximately $98.7 million. The MORs indicate that the losses attributable to the Applicants

are estimated to total approximately $42.3 million. The difference between the loss reported

on the MORs and on the financial statements for the fiscal quarter ended February 28, 2017 is

attributed to consolidation entries to take into consideration the results of the non-Applicant

entities and eliminate inter-company transactions. For example, the MORs of the Applicant

entities include intercompany dividend income that is eliminated in preparing the consolidated

financial statements.

33. Notwithstanding the losses, the Monitor believes that the continued operations resulted in a

benefit for the stakeholders by preserving the going concern value of the business. The

Monitor believes that a cessation of the activities would have resulted in a more extensive loss

in value than the cash operating losses sustained.

34. The CCAA requires the Monitor to issue a report on the debtor’s financial affairs within

45 days after the end of each fiscal quarter, although the Court may extend this deadline. In

light of the Closing, it is the Monitor’s view that quarterly reporting is no longer relevant as

the Applicants no longer have operations beyond winding down their affairs. As such, the

Applicants will seek an order from the Court in their next motion dispensing with the

requirement to file future Quarterly Reports and that the reports be limited to such reports as

the Court may order from time to time.

AUDITED FINANCIAL STATEMENTS FOR FISCAL 2016

35. In its fifth report to the Court dated January 13, 2017, the Monitor indicated that the financial

statements for the Applicants’ fiscal 2016 year (which ended May 31, 2016) had not been

finalized. This was due to, among other things, the fact that KPMG LLP (“KPMG”) (PSG’s

auditor) had not completed its audit of the annual financial statements in respect of the fiscal

year ended May 31, 2016 (the “Annual Financial Statements”) as the audit committee of the

Board of Directors of PSG (the  “Audit Committee”) was conducting an independent

investigation in connection with the finalization of the Annual Financial Statements and
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related certification process with the assistance of independent professionals. The Audit

Committee is comprised of three independent directors of PSG. The professionals that assist

the Audit Committee with this investigation include a law firm, Richards Kibbe & Orbe LLP

(“RKO”), and a financial advisory firm, AlixPartners LLP. The Audit Committee and its

advisors provide periodic reports to the Monitor on the status of the investigation.

36. RKO, on the instruction of the Audit Committee, has presented an interim report to the

Securities and Exchange Commission (the “SEC”), KPMG and the Official Committee of

Equity Security Holders (the “Equity Committee”). RKO is also scheduled to present the

interim report to the Ontario Securities Commission.

37. On March 27, 2017, KPMG sent a letter to the Audit Committee advising that it had resigned

as auditor, effective immediately. A copy of the material change report filed with applicable

securities regulatory authorities in Canada and the Form 8-K filed with the SEC by Old PSG

Wind-Down Ltd. (formerly, PSG) disclosing the resignation of KPMG and the exhibits

attached thereto are included as Appendix “G”.

38. In view of the resignation of KPMG, the Monitor believes that it is highly unlikely that the

2016 Annual Financial Statements will be audited.

CLOSING OF THE SALE CONTEMPLATED BY THE SH AGREEMENT

39. Terms not otherwise defined in this section have the meaning attributed to them in the SH

Agreement.

40. The Closing occurred upon the delivery of the Monitor’s Certificate, as approved by this

Court on February 6, 2017. A copy of the Monitor’s Certificate issued is attached as

Appendix “H”.

41. An issue arose shortly before the Closing in connection with the quantification of the

Specified Assumed Liability Deduction Amount. Conceptually, the Specified Assumed

Liability Deduction Amount represents various liabilities that are assumed by the Purchaser,

but the amounts of which are deducted from the Closing Purchase Price. The issue that arose

shortly before Closing pertained to the lease for real property located in Thousand Oaks,

California, and whether this lease should be characterized as a Capitalized Lease within the
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meaning ascribed to the term Capitalized Lease in the SH Agreement. The different

characterizations affect the Specified Assumed Liability Amount and could affect the Closing

Purchase Price by approximately $12 million.

42. Given the risk this might have delayed or impeded the Closing, the Purchaser and the

Applicants agreed to place approximately $12 million in escrow (the “Escrowed Amount”)

and to resolve the issue, either by litigation or otherwise, post-Closing.

43. As at the date of this report, this issue has not yet been resolved. The Monitor is receiving

progress reports from the Applicants’ advisors and will report thereon at a later date.

44. After deduction of the Escrowed Amount, the proceeds payable at Closing amounted to

approximately $542.0 million, as shown in the summary below. A significant portion of the

proceeds was used to repay the ABL DIP Facility and the Term Loan DIP Facility and any

interest and professional fees related to those loan facilities, excess cure costs on contracts

assumed by the Purchaser and miscellaneous disbursements payable at Closing. A summary

of the flow of funds at Closing is presented below:



Page 14

45. The SH Agreement requires a true up of the estimated values used as at Closing. The true up

was scheduled to be completed by March 30, 2017 but has now been extended to April 10,

2017. The Monitor will update the Court regarding the purchase price once finalized.

46. As indicated above, the net residual cash totalled approximately $79.1 million, of which

approximately $34.1 million was remitted to the Monitor to hold in trust in respect of the

estimated value of the assets in Canada and approximately $44.8 million is held in escrow by

the Applicants in respect of the estimated value of the assets in the U.S. The estimated value

of the assets in Canada and in the U.S. is based on the book value of the net working capital

and an initial allocation of 42.5% and 57.5%, respectively for the assets other than current

assets, between Canada and the U.S., as negotiated between the Purchaser and the Applicants.

The Applicants have confirmed that this allocation is non-binding for distribution purposes.

Performance Sports Group Ltd. and its Applicant subsidiaries
Closing Flow of Funds

As at February 28, 2017
In US $000's

Variance
Sources
Sale proceeds 575,000
Specified Assumed Liabilities Amounts (22,144)
Sales taxes on sale proceeds 1,753
Other adjustments to sale proceeds (634)
Escrow deposit for Thousand Oaks Lease (12,008)
Total Sources 541,966

Uses
Repayment of DIP term loan principal, interest and related fees (339,712)
Repayment of DIP ABL principal, interest and related fees (117,813)
Other closing costs
Estate insurance (1,151)
Luxco escrow deposit (500)
Contract cure costs (3,678)

Total Uses (462,854)$

Net Proceeds 79,112
To Canadian estate 34,086
To US estate 45,027
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47. The funds on hand at Closing, not including the Escrowed Amount, of approximately

$79.1 million represent the gross proceeds from the sale of substantially all of the assets of the

Applicants after paying the secured creditors. Obligations that were not assumed by the

Purchaser, such as certain services, taxes, administrative expenses and professional fees,

including certain success fees and wind-down fees, must still be paid from this amount. It is

estimated that significant fees might be incurred with respect to potential litigation and the

possible preparation and processing of a distribution plan and related documents.

48. At the present time, the Monitor cannot provide a reliable estimate of the amount that may be

paid to the creditors and equity holders, if any, as this estimate depends on several factors that

are not yet ascertained, such as the wind-down costs and fees, the claims that can be

disallowed because of the assumption of certain liabilities by the Purchaser, additional claims,

including contingent claims, that are yet to be filed, the final allocation of proceeds and the

breakdown and priority of claims and intercompany claims between each of the Applicants.

However, based on the preliminary information presently available, the Monitor expects that

the unsecured creditors’ claims that are not equity claims should recover substantially all of

the amounts properly claimed. The Monitor does not presently have sufficient information to

comment on the likelihood or quantum of any distribution to the equity claimants.

CHANGE IN THE APPLICANTS’ CORPORATE NAMES

49. As discussed in the Sixth Report, the Applicants determined that the sale of substantially all of

the assets of the Applicants could result in adverse tax consequences due to, among other

things, a possible misalignment between tax attributes and asset values on an entity-by-entity

basis and certain intercompany loans and financing structures.

50. To alleviate the potential adverse tax consequences, the Applicants developed a strategy that

involved: i) the amalgamation of certain entities; ii) a clean-up of intercompany loans between

the Applicants and non-applicant entities within the Applicants’ corporate group through a

series of transactions comprising payments through set-offs, distributions, repayments and

transfers; and iii) the unwinding of an intercompany financing structure that was no longer

required.
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51. This strategy, described as the Pre-Closing Reorganization, was approved by an Order of the

Court dated February 6, 2017. The Pre-Closing Reorganization was implemented and

accordingly four entities, namely PSG, Bauer Hockey Corp., BPS Canada Intermediate Corp.

and KBAU Holdings Canada, Inc. were continued from the CBCA to the BCBCA and

amalgamated. The amalgamated entity was named Performance Sports Group Ltd.

52. As well, all of the Applicants changed their corporate names to comply with a condition of the

SH Agreement. The former corporate names and the new corporate names are presented

below:

Corporate Name as of October 31, 2016 New Corporate Name

Performance Sports Group Ltd./ Bauer Hockey
Corp./ BPS Canada Intermediate Corp./ KBAU
Holdings Canada, Inc.

Old PSG Wind-down Ltd.

Bauer Hockey Retail Corp. Old BHR Wind-down Corp.

Bauer Performance Sports Uniforms Corp. Old BPSU Wind-down Corp.

BPS Diamond Sports Corp. Old BPSDS Wind-down Corp.

Easton Baseball/Softball Corp. Old EBS Wind-down Corp.

Performance Lacrosse Group Corp. Old PLG Wind-down Corp.

PSG Innovation Corp. Old PSGI Wind-down Corp.

Bauer Hockey Retail Inc. Old BHR Inc.

Bauer Hockey, Inc. Old BH Inc.

Bauer Performance Sports Uniforms Inc. Old BPSU Inc.

BPS Diamond Sports Inc. Old BPSCI Inc.

BPS US Holdings Inc. Old BPSUSH Inc.

Easton Baseball/Softball Inc. Old EBS Inc.

Performance Lacrosse Group Inc. Old PLG Inc.

PSG Innovation Inc. Old PSGI Inc.
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53. In view of the amalgamation and the change in names of the corporate entities, the title of

proceedings used in the CCAA Proceedings and the case caption in the Chapter 11

Proceedings do not reflect the proper names and number of Applicants. Accordingly, the

Applicants are bringing a motion seeking an order to change the title of proceedings. A similar

motion has been filed in the Chapter 11 Proceedings. The Monitor is not aware of any issue

raised by this motion and supports the relief sought.

EMPLOYEE CLAIMS BAR DATE

54. All terms not otherwise defined in this section have the meaning attributed to them in the

claims procedure order granted by the Court on December 19, 2016 (the “Claims Procedure

Order”).

55. The Claims Procedure Order authorized the Applicants to call for certain claims and set bar

dates to file certain claims against the Applicants. Specifically, it required claimants to file

claims against the Applicants on or before the Claims Bar Date, the Government Claims Bar

Date or the Restructuring Claims Bar Date, as applicable, failing which the claimants would

be forever barred from asserting a claim against the Applicants.

56. After the Claims Procedure Order was granted, Prime Clerk issued a notice to the known

creditors of the Applicants, substantially in the form of the notice attached to the Claims

Procedure Order. However, the Employees may not have received specific notice as they had

not been terminated at that time.

57. Most of the Employees were transferred to the Purchaser at the time of Closing, however,

some of the Employees were not retained by the Purchaser and their employment was

terminated on or prior to the Closing. The Applicants only retained a limited number of

individuals to perform wind-down functions and these were engaged specifically as

consultants on a temporary basis rather than employees. As a result, the Applicants had no

employees after Closing.
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58. In order to ensure that all Employees have an opportunity to file and prove any claims they

may have, the Applicants are seeking an order to establish a specific process to solicit proofs

of claims from the Employees (the “Employee Claims Procedure Order”). A similar order

is being sought in the Chapter 11 Proceedings.

59. The Monitor notes that the motion sought by the Applicants is intended to cover a fairly broad

definition of Employees, to include any person who was an employee, independent contractor

or temporary worker whom the Applicants employed as of October 31, 2016 or thereafter and

who may have claims for unpaid compensation, expenses, benefits, contribution and

indemnity, severance, termination pay or stock options.

60. The Employee Claims Procedure Order provides that a notice be sent to all known Employees

by Prime Clerk to notify them of the Employee Claims Bar Date (as defined in the Employee

Claims Procedure Order), and of the necessity to file a claim before that date, failing which

the Employee will be precluded from asserting a further claim against the Applicants. The

proposed Employee Claims Procedure Order suggests that the Employee Claims Bar Date be

set for May 17, 2017, which is approximately one month after the expected date of the

Employee Claims Procedure Order.

61. The Monitor has reviewed the proposed form of notice, the proposed form of proof of claim

and the suggested date of the Employee Claims Bar Date. The Monitor is not aware of any

issue raised by this motion and supports same.

CONTRACT RESILIATION/DISCLAIMERS

62. Subsequent to the Closing, the Applicants gave notice to certain co-contracting parties of their

intention to resiliate or disclaim various agreements that were not assigned contracts in the

context of the transaction contemplated by the SH Agreement. The list of contracts for which

a notice of resiliation or disclaimer was issued is contained in the attached Appendix “I”. The

agreements are no longer required in view of the fact that the Purchaser did not require the

assignment or assumption of the agreements and the Applicants no longer have any active

operations after the Closing. At the request of the Applicants and after review, the Monitor

acknowledged and consented to the resiliation or disclaimers.
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63. Those contracts disclaimed by a Canadian Applicant were disclaimed in accordance with the

CCAA, which included the required 30-day notice period. Those contracts disclaimed by a

U.S. Applicant are being terminated in accordance with the Chapter 11 Proceedings, which

can apply a retroactive termination or minimal notice period. As a result, the Monitor signed

notices that were issued on behalf of U.S. Applicants advising the counterparties that their

contracts were being terminated in accordance with the Chapter 11 Proceedings in order to

coordinate the disclaimers.

CLAIMS STATUS

64. Based on the information provided by Prime Clerk, the unsecured claims filed to date against

the Applicants, including the amounts that had been scheduled (i.e. acknowledged) by the

Applicants in the Chapter 11 Proceedings, total approximately $355.4 million as at March 30,

2017, as follows:

65. The above claims are not all expected to rank for distribution of the proceeds of the sale. A

large portion of the claims reported above are expected to be withdrawn or disallowed, as they

comprise liabilities that have been assumed by the Purchaser and that may have already been

paid or are expected to be paid by the Purchaser over the upcoming few months, as and when

reconciliations are performed. The payment of the claims by the Purchaser should allow these

claims to be withdrawn or expunged.

$000s

Priority claim (goods recently delivered) 5,451
Priority claims (other) 1,699
Intercompany claims 222,055
Other general unsecured claims 126,154

Total 355,358
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UPCOMING RESTRUCTURING MEASURES

66. The Monitor is aware that the Applicants are working towards developing a path forward that

would address a distribution of the proceeds amongst the stakeholders.

67. Prior to presenting a plan or any other alternative, the Applicants need to obtain more clarity

on the claims asserted against the Applicants. This process requires coordination with the

Purchaser to reconcile the claims of creditors in connection with liabilities that have been

assumed and paid by the Purchaser, a detailed review of the claims and the passage of

remaining claims bar dates.

68. In the context of such a review, the Applicants may require a further order or protocol to deal

with claims between the CCAA Proceedings and the Chapter 11 Proceedings, to avoid

duplication of efforts, enhance efficiency and avoid a situation where claims may be allowed

for a different amount for the same claimant between the CCAA Proceedings and the Chapter

11 Proceedings, for the same Applicant. Such a protocol is under consideration but has not yet

been finalized.  Any such protocol will be brought back before the Courts for approval.

69. The Monitor received preliminary analyses of the proposed waterfall distributions to creditors

and others. While these analyses are only preliminary, they suggest that the process to

distribute funds to the creditors may be complex and the costs may be very significant. At

present, the Monitor is exploring alternatives with the various stakeholders with a view to

assess whether additional efficiencies can be realized with a view to maximizing the amounts

that can be available for distribution to the stakeholders. The Monitor will report on this issue

at a later date.
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OVERALL COMMENTS AND CONCLUSIONS

70. The Applicants are seeking orders:

a) changing the title of proceedings as a result of the amalgamation of certain of the

Applicants and the change in the Applicants’ corporate names; and

b) implementing a claims procedure for the Employees, with bar date of May 17, 2017.

The Monitor is not aware of any issue regarding this and supports the relief sought.

All of which is respectfully submitted this 7th day of April, 2017.

ERNST & YOUNG INC.
In its capacity as the Monitor
in the matter of a proposed plan of compromise or
arrangement of Performance Sports Group Ltd. et al.

Per:

Brian M. Denega, CPA, CA, CIRP, LIT
Jean-Daniel Breton, CPA, CA, FCIRP, LIT
Martin Daigneault, CPA, CA, CIRP, LIT
Senior Vice-Presidents






























































































































































