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INTRODUCTION

1. By Order of this Honourable Court dated March 23, 2010 ("the Initial
Order") Nelson Financial Group Ltd. ("Nelson" or "the Applicant") obtained
protection from its creditors pursuant to the Companies' Creditors Arrangement
Act , R.S.C. 1985, c. C-36, as amended ("CCAA"). A copy of the Initial Order
is attached as Exhibit "A". The CCAA proceedings with respect to the
Applicant is referred to herein as "the CCAA Proceedings".
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Pursuant to the Initial Order, A. John Page & Associates Inc. was appointed as
monitor of the Applicant as part of the CCAA Proceedings ("the Monitor").
Pursuant to the Initial Order, all proceedings against the Applicant have been

stayed until April 22, 2010, or such later date as this Court may order.

The Monitor has established a web page at www.ajohnpage.com/htmi/files.html .
The Monitor has posted there key documents including the Initial Order, the
Applicant's original application record, the Report of A. John Page &
Associates Inc. as Proposed Monitor dated March 22, 2010, the Endorsement
of Madam Justice Pepall dated March 23, 2010 and the listing of creditors
dated March 23, 2010.

The purpose of this report ("the Report") is to provide this Honourable Court

with information on the following:

a) The activities of the Applicant since the commencement of the CCAA
Proceedings

b) The activities of the Monitor since the commencement of the CCAA
Proceedings

c) The receipts and disbursements of the Applicant for the period from the
start of the CCAA Proceedings to April 9, 2010

d) The Monitor's review of the viability of the business of the Applicant

e) The dealings of the Monitor and the Applicant with various
stakeholders and interested parties including investors and the Ontario
Securities Commission

f) The Applicant's request for an extension of the stay period to June 7,

2010 ("the Applicant's Extension Application")
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g) The Applicant's request for approval of the activities of the Monitor as

described in this report.

5. This is the first report of A. John Page & Associates Inc. in its capacity as
Monitor, in the CCAA Proceedings. As noted earlier A. John Page & Associates
Inc. did prepare a report dated March 22, 2010 in its capacity as proposed

monitor.
NOTICE TO READER
6. In preparing this Report and making the comments contained in the Report,

the Monitor has been provided with and has relied upon unaudited financial
information, information from the Applicant's books and records and financial
information prepared by the Applicant and its advisors. In addition the
Monitor has held discussions with management of the Applicant and has relied
upon the information conveyed in those discussions. The Monitor has not
audited, reviewed or otherwise attempted to verify the accuracy and
completeness of any of the information obtained and, accordingly, expresses no
opinion or other form of assurance in respect of the information contained in
this Report. 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. Future oriented financial
information referred to or relied upon in this Report was based on
management's estimates and assumptions. Readers are cautioned that, since
such information is based on assumptions about future events and conditions

that are not ascertainable, the actual results will vary from the forecasts and
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projections and the variations may be material.

Unless otherwise stated, all monetary amounts referred to in this Report are

expressed in Canadian dollars.

BACKGROUND

8.

10.

11.

The Applicant was established by its current President, Marc Boutet, in 1990.

The Applicant is a Pickering, Ontario based privately owned company. Its
principal business is vendor assisted financing. Until recently, its principal
business was sub-prime vehicle financing. The Applicant has been moving out
of this market since 2005. It expects to complete its exit from this market in

2011.

The Applicant's end customers include a mix of prime borrowers (bank
quality), non prime borrowers (below bank quality) and sub prime borrowers
(lowest quality). Its customers are typically individuals who are under serviced
by traditional banks and financial service companies. Customers in the
Applicant's remaining sub-prime vehicle leasing business are, for the most part,
sub-prime borrowers. Customers in the vendor assisted programs are typically a

mix of prime borrowers and non-prime borrowers.

The Applicant currently finances customers of vendors in two sectors,
consumer household goods/appliances and food. The vendor provides the end
customer with an application form and contract. The application form is

submitted to the Applicant by the vendor for approval. If approved, the
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13.

14.
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Applicant pays the vendor the cost of the product being financed, usually at a

discount. The customer repays the Applicant in accordance with the terms of

their agreement.

At the present time the Applicant has 28 employees, including Mr. Boutet.

In order to provide financing to customers, the Applicant has borrowed money
from investors in the exempt market pursuant to a continuous offering of
unsecured promissory notes generally with a 12% rate of interest and/or
preferred shares that have generally paid a 10% per annum dividend monthly.
The Applicant has not had and does not have a line of credit or other financing

arrangements with a Chartered Bank or other financial institution.

The Applicant's business model has been based on being able to raise money
from investors at a 12% or 10% rate of return and, in turn, use that money to
extend credit at significantly higher rates to lessees in the sub prime vehicle

financing business and customers in the vendor assisted financing programs.

CAUSES OF FINANCIAL DIFFICULTIES

15.

It appears that the Applicant's financial difficulties can be attributed to its
venture into the sub prime vehicle financing business in 2003. The Applicant

is no longer in that business.

CASH FLOW FORECAST

16.

The Applicant filed a 13 week weekly cash flow projection ("the Original
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Cash Flow Projection") with its original application record. The Monitor has
been monitoring the Applicant's receipts and disbursements in accordance with
the Initial Order and the CCAA. The Monitor has been comparing the actual
results with the Original Cash Flow Projection. Attached as Exhibit "B" are

three schedules:

a) The Original Cash Flow Projection

b) The actual cash flow to April 9, 2010 and the projected cash flow from
then on ("the Actual Cash Flow to April 9, 2010 and Projected Cash
Flow to June 18, 2010") and

c) The Variance by week from the Original Cash Flow Projection ("the

Cash Flow Variance Report")

As can be seen clearly on the Cash Flow Variance Report, the Applicant's cash
position is significantly different from that anticipated in the Original Cash
Flow Projection. It had on hand $1,129,943 in free cash on April 9, 2010
whereas it was projecting to have only $382,965. The Monitor has made
enquiries about the reasons for this difference. In recent months,
approximately 65% of Nelson's lending has been through an aggregator called
Lendcare Financial Services Inc. ("Lendcare"). Lendcare sourced the consumer
loans from a number of vendors and then, pursuant to an agreement dated
December 6, 2007, was supposed to give Nelson a first right of refusal to
provide funding for these consumer loans. Lendcare has provided no loans for

Nelson to review and, if acceptable, fund, over the last three weeks.

The Affidavit of Marc Boutet dated April 15, 2010 ("the Boutet Affidavit")

that is being filed along with the Applicant's Extension Application provides
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more information on this matter. On the face of it, Lendcare's actions appear
contrary to Section 16 of the Initial Order. As noted in the Boutet Affidavit,

the Applicant is actively pursuing replacement lending opportunities.

The Applicant has not prepared a revised cash flow projection to reflect the
loss of the Lendcare business and the likely timing and quantum of the
replacement business it is currently attempting to source. The Actual Cash
Flow to April 9, 2010 and Projected Cash Flow to June 18, 2010 schedule
merely shows the actual results to date and the projected results going forward
according to the Original Cash Flow Projection. Until such time as Nelson
starts to replace the business previously sourced through Lendcare it will
continue to add to its cash position at the rate of an estimated additional

$200,000 per week.

In the short term, the lack of these Lendcare loans does not appear prejudicial
to the position of stakeholders. There is some small (but increasing) loss of
income, being the interest that would have been earned on these loans.

However, the Applicant's cash position is improving.

OPERATIONS

21.

Since the issuance of the Initial Order, the Applicant has continued its
business generally in the normal course (including ongoing collection activity
on the large number of existing loans). Although, as noted earlier, it has not
made any new loans through Lendcare during the last three weeks, it does
continue to make new loans through other sources. It has not made any

change to its staffing arrangements and has paid its employees every two weeks
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in the normal course. The Applicant uses an external payroll service and all
source deductions are paid over to the payroll service at the time the payroll is
made. As a result there should be no source deduction arrears. The President
of the Applicant, Mr. Marc Boutet, had previously been paid through Nelson
Investment Group Limited ("Nelson Investment"), an affiliated company.
This was despite the fact that he had been performing substantial work for the
benefit of the Applicant. Since Nelson Investment is not sourcing new investor
loans, is not receiving commission payments from the Applicant and is inactive
at this time, Mr. Boutet has been added to the Applicant's payroll. The
Monitor has reviewed the quantum of Mr. Boutet's salary and finds it to be
reasonable in the circumstances. The Applicant has not disposed of any
material assets outside of the ordinary course. The Applicant has paid the April

monthly rent on its Pickering premises.

DEALINGS WITH INVESTORS

22.

As noted earlier, the Applicant has financed its operations from a combination
of investor loan notes and preference shares. The Applicant has approximately
685 outstanding investor loan notes totalling approximately $37,000,000.
There are, in addition, 169 separate holdings of preferred shares with a par
value of almost $15,000,000. Approximately 249 of the investor loan notes are
held jointly with a co owner. 71 of the preference shares are also held jointly
with a co owner. In many cases investors and their families have multiple
holdings of investor loan notes and preference shares. For mailing purposes the
Monitor consolidated many of the holdings and mailed the Notice to Creditors
and Investors to 537 owners and co owners of preference shares and investor

loan notes, The Monitor believes that the actual number of investors affected
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by the proposed restructuring is in fact about 483,

The Monitor drafted a sheet of standard answers to frequently asked questions
from investors and creditors. The Monitor arranged for personnel to be
available at both the Applicant's Pickering offices and the Monitor's Toronto
offices to handle telephone enquiries from investors. The Monitor and the
Applicant have had well in excess of 300 telephone enquiries so far. The
Monitor and the Applicant have also had a number of face to face meetings
with individual investors. The Monitor set up a dedicated email address for
enquiries (Nelson@ajohnpage.com). The Monitor has received and has responded

to a number of investor email enquiries.

SECURED CREDITORS

24.

25.

26.

27.

Foscarini Mackie Holdings Inc. ("Foscarini") have registered a security interest
in a pool of consumer loans. The security interest purports to secure an

investment of $653,341.63 in an investor promissory note.

Glenn & Lisa Mackie ("the Mackies") have registered a security interest in a
pool of consumer loans. This security interest purports to secure an investment

of $246,000 in preferred shares.

The Monitor has asked its legal counsel, ThorntonGroutFinnigan LLP, to

review the security interests of Foscarini and the Mackies.

Foscarini and the Mackies have engaged Aird & Berlis and have filed a Notice

of Appearance.
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28.  Nelson Investment has registered a security interest under the PPSA to secure
payment of earned but unpaid commissions re the sale of investor loan notes
and preference shares. According to the Applicant's internal March 31, 2010
financial statements, Nelson Investment is owed $168,793. The Monitor

intends to have this potential secured claim reviewed.

29.  Several other parties have registered security interests under the PPSA. The
Applicant has previously advised the Monitor that these registrations are
historic or otherwise not meaningful and these parties are not valid secured
creditors. The Monitor has asked the Applicant's counsel to arrange for these

registrations to be discharged.

THE ONTARIO SECURITIES COMMISSION

30. Inlate 2009 the Ontario Securities Commission ("the OSC") conducted a
compliance review/investigation of Nelson Investment, the Applicant affiliate
that distributed the investor loan notes and preferred shares issued by the

Applicant.

31.  OnJanuary 29, 2010, in response to concerns raised by the OSC, the
Applicant informed Nelson Investment that it was voluntarily suspending

distribution of its promissory notes and preferred shares.

32.  Although such applications are often done without notice, Nelson served the
OSC with notice of its CCAA application on March 22, 2010, one day prior to

the hearing of the application.
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The OSC asked the Court to adjourn the hearing in order to either file
material or to seek the appointment of a Receiver. The Court declined the
OSC's request. A copy of the Endorsement of the Honourable Madam Justice
Pepall in that regard and an unofficial transcript of the endorsement is
attached as Exhibit "C". In her endorsement Madam Justice Pepall urged

counsel for the Applicant, the Monitor and the OSC to have a dialogue.

The Monitor and the Monitor's counsel met with representatives of the OSC

on March 24, 2010.

The Monitor's and the Applicant's counsel have both been in periodic
communications with the OSC. The Monitor and its counsel have been and

continue to be available to answer questions that the OSC might have.

The OSC has been continuing its investigations and has been contacting and
meeting with a number of investors to better understand aspects of the ways in

which they invested in the Applicant's notes and preferred shares.

ONGOING BUSINESS PROSPECTS

37.

38.

The Monitor has undertaken a review to identify and assess the issues
affecting the ongoing viability of the Applicant assuming a successful

restructuring and no ongoing funding issues.

Attached as Exhibit "D" is a copy of the memorandum prepared by the
Monitor summarizing the review and the Monitor's findings and observations.

The review suggests that there is a realistic prospect that the Applicant could
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restructure its debt and be able to service that debt and continue in business
for the foreseeable future, providing it can obtain financing to assist in the
redemption of existing debt in accordance with the debt maturity terms set

down in an approved restructuring plan.

LIQUIDATION ANALYSIS

39.  The Monitor plans to shortly prepare a liquidation analysis to aid the
Applicant in preparing a restructuring plan and to assist its stakeholders in

assessing any restructuring plan that may be presented.

CLAIMS PROCESS AND THE RESTRUCTURING PLAN

40. At the request of the OSC the Applicant has not undertaken significant
restructuring steps pending the outcome of the Monitor's review of the

Applicant's business and operations that is detailed in this Report.

THE APPLICANT'S EXTENSION APPLICATION

4]1.  The Applicant has asked the Court to approve an extension of the stay period
to June 7, 2010. The basis for this request is to allow the Applicant to take
further steps in its restructuring including developing a claims process and a
restructuring plan. An extension would also allow the Monitor to prepare a

liquidation analysis to assist both the Applicant and stakeholders.

42.  The Original Cash Flow Projection included the Applicant's forecast for weekly

periods up to June 18, 2010. These projections suggested that the Applicant
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would have sufficient cash with which to fund the business through that
period. For the reasons noted above, the Actual Cash Flow to April 9, 2010
and Projected Cash Flow to June 18, 2010 suggest that the Applicant will, in
fact, have more cash available with which to fund the business during the stay

period.
RECOMMENDATION

43. It is the Monitor's view that the Applicant has been acting reasonably and with
due diligence in general compliance with the provisions of the Initial Order.
Accordingly, and on the basis of the Monitor's viability analysis, the Monitor
supports the Applicant's request for this Honourable Court's approval of the

extension of the stay period to June 7, 2010.

All of which is respectively submitted this 15th day of April, 2010.

A. JOHN PAGE & ASSOCIATES INC.
IN ITS CAPACITY AS THE MONITOR OF

NELSON FINANCIAL GROUP INC.

A. John Page, CA*CI

President
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THE HONOURABLE MADAM ) TUESDAY, THE 23"
)
JUSTICE PEPALL ) DAY OF MARCH, 2010

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C,, 1985 ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPOMISE OR ARRANGEMENT
' " OF NELSON FINANCIAL GROUP LTD. (the “Applicant”)

Applicant
INITIAL ORDER

THIS APPLICATION. made by the Applicant, Nelson Financial Group Ltd. (“Nelson
Financial™ or the “Applicant™), without notice, pursuant to the Companies’ Creditors
Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the Affidavit of Mare Boutet sworn March 22, 2010 and the Exhibits
thercto. and the Report of A. John Page & Associates Inc. in its capacity as the Proposed Monitor
to the Applicant dated March 22, 2010 and the Exhibits thereto. and on hearing the submissions
of counsel for Nelson Financial, and counsel for A. John Page & Associates Inc.. and on reading

the consent of' A. John Page & Associates Inc. to act as the Monitor,



SERVICE

1. THIS COURT ORDERS that the time for service of the Notice ol Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thercof.
APPLICATION

2 THIS COURT ORDERS AND DECLARES that the Applicant is a company to which

i

the CCAA applies.
PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicant shall have the authority 10 file and mav.
subject to further order of this Court, file with this Court a plan ol compromise or arrangement

(hereinafter referred to as the "Plan").
POQSSESSION OF PROPERTY AND OPERATIONS

4, TTHS COURT ORDERS that the Applicant shall remain in possession and control of its
current and future assets, undertakings and properties of cvery nature and kind whaitsoever. and
wherever situate including all proceeds thereof (the "Property”). Subject to further Order of this
Court. the Applicant shall continue to carry on business in a manner consistent with the
preservation of its business (the "Business") and Property. The Applicant shall be authorized
and empowered to continue to retain and employ the employees, consultants, agents. cxperts.
accountants. counsel and such other persons (collectively "Assistants") currently retained or
ecmployed by it, with liberty to retain such further Assistants as it deems reasonably necessary or

desirable in the ordinary course of business or for the carrying out of the terms of this Order.

S5, THIS COURT ORDERS that the Applicant shall be entitled but not required to pay the

following expenscs whether incurred prior to or after this Order:

(a)  all outstanding and future wages. salarics, employce and pension benefits, vacation
pay and expenses payable on or after the date of this Order, in each case incurred in
the ordinary course of business and consistent with existing compensation policies

and arrangements; and



(b)

6.

the fees and disbursements of any Assistants retained or employed by the Applicant

in respect of these proceedings. at their standard rates and charges.

THIS COURT ORDLRS that. except as otherwise provided to the contrary herein. the

Applicant shall be entitled but not required 1o pay all reasonable expenses incurred by the

Applicant in carrying on the Business in the ordinary course after this Order. and in carrying out

the provisions of this Order. which expenscs shall include, without limitation:

(a)

(b)

7.

all expenses and capital expenditures reasonably necessary for the preservation of the
Property or the Business including. without limitation, payments on account of
insurance (including directors and officers insurancc). maintenance and sccurity

services; and

payment for goods or services actually supplied to the Applicant following the date of

this Order.

THIS COURT ORDERS that the Applicant shall remit, in accordance with legal

requ irements. or pay:

(a)

(b)

(¢}

any statutory deemed trust amounts in favour of the Crown in nght of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employeces' wages. including, without limitation, amounts in respect of
(i) employment insurance, (ii) Canacda Penston Plan. (iii) Quebec Pension Plan, and

(iv) income taxes:

all goods and services or other applicable sales taxes (collectively. "Sales Taxes")
required to be remitted by the Applicant in connection with the sale of goods and
services by the Applicant. but only where such Sales Taxes are accrued or collected
after the datc of this Order. or where such Sales Taxes were accrued or collected prior
to the date of this Order but not required 1o be remitted until on or after the date of

this Order. and

any amount payable to the Crown in right of Canada or of any Province thercof or
any political subdivision thereof or any other 1axation authority in respect of

municipal realty. municipal business or other taxes, assessments or levies of any



nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable 1o or in respect of the carrying on of the Business

by the Applicant.

8. THIS COURT ORDERS that until a real property lease is disclaimed in accordance with
the CCAA. the Applicant shall pay all amounts constituting rent or payable as rent under real
property leases (including, for greater certainly. common area maintenance charges. utilities and
realty taxes and any other amounts payable to the landlord under the leasc) or as otherwise may
be negotiated between the Applicant and the landlord from time to time ("Rent"), for the period
commencing from and including the date of this Order. twice-monthly in equal payments on the
first and fiftcenth day of each month, in advance (but not in arrears). On the date of the first of
such payments, any Rent relating 1o the period commencing from and including the date of this

Order shall also be paid.

9. THIS COURT ORDERS that, except as specifically permitted herein. the Applicant is
hereby directed. until further Order of this Court: (a) 1o make no payments of principal. interest
thereon or otherwise on account of amounts owing by the Applicant to any of its creditors as of
this date: (b) to grant no security interests, trust, liens, charges or encumbrances upon or in
respect of any of its Property; and (c) to not grant credit or incur liabilities except in the ordinary

course of the Business.

RESTRUCTURING

10.  THUS COURT ORDERS that the Applicant shall. subject to such requirements as are
imposed by the CCAA and such covenants as may be contained in the Definitive Documents (as

hereinafter defined). have the right to:

(@) permanently or temporarily cease. downsize or shut down any of its business or
operations, and to dispose of redundant or non-material assets not exceeding $30.000

in any one transaction or $100,000 in the aggregate;

(b  termunate the employment of such of its employees or temporarily lay off such of its

employees as it deems appropriate; and



{c) pursue all avenues of refinancing of its Business or Property. in whole or part. subject

to prior approval of this Courl being obtained before any material refinancing,

all of the foregoing to permit the Applicant to proceed with an orderly restructuring of the

Business (the "Restructuring™).

1. THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notice of the Applicant’s intention to remove any fixtures from any leased premises at least
seven (7) days prior o the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the feased premises to observe such removal and, if the
landlord disputes the Applicant’s entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secured creditors. [F the Applicant disclaims the lease governing such leased premises in
accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such leasc
pending resolution of any such dispute (other than Rent payable for the notice period provided
for in Section 32(5) of the CCAA), and the disclaimer of the lcase shall be without prejudice to

the Applicant's claim to the fixtures in dispute.

12. TIHIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section 32
of the CCAA, then (a) during the notice period prior to the effective time of the disclaimer, the
landlord may show the atfected leased premiscs to prospective tenants during normal business
hours, on giving the Applicant and the Monitor 24 hours' prior written notice, and (b) at the
effective time of the disclaimer. the relevant landlord shall be entitled to take possession of any
such leased premises without waiver of or prejudice to any claims or rights such landlord may
have against the Applicant in respect of such lease or leased premises and such landlord shall be
entitled to notify the Applicant of the basis on which it is taking possession and to gain
possession of and re-lease such leased premises to any third party or parties on such terms as

such landlord considers advisable, provided that nothing herein shall relieve such landlord of its

obligation to mitigate any damages claimed in connection therewith.



NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

13 THIS COURT ORDERS that untif and including April 22, 2010. or such later date as this
Court may order (the "Stay Period"). no proceeding or enforcement process in any court or
tribunal (cach. a "Proceeding™) shall be commenced or continued against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property. except with the written
consent of the Applicant and the Monitor. or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the Applicant or affecting the Business

or the Property are hereby stayed and suspended pending further Order of this Court.
NO EXERCISE OF RIGHTS OR REMEDIES

14, THIS COURT ORDERS that (‘luring the Stay Period, all rights and remedies of any
individual, firm. corporation, governmental body or agency, or any other entitics (all of the
foregoing, collectively being “Persons” and cach being a "Person”) against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property. are hercby stayed and
suspended cexcept with the written consent of the Applicant and the Monitor, or lcave of this
Court, provided that nothing in this Order shall (i) empower the Applicant to carry on any
business which the Applicant is not lawfully entitled to carry on. (ii) affect such investigations.
actions. suits or procecdings by a regulatory body as are permitted by Section 11.1 of the CCAA,
(iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.
NO INTERFERENCE WITH RIGHTS

15,  TIHS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour. alter, interfere with, repudiate. terminate or cease to perform any right. renewal right,
contract, agreement, licence or permit in favour of or held by the Applicant, except with the

written consent of the Applicant and the Monitor, or leave of this Court.

CONTINUATION OF SERVICES

16.  THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or

services. including without limitation all computer software, communication and other data



services, centralized banking services. payroll services, insurance, transportation services, utility
or other scrvices to the Business or the Applicant, are hereby restrained until {urther Order of this
Court from discontinuing, altering. interfering with or terminating the supply of such goods or
services as may be required by the Applicant, and that the Applicant shall be entitled to the
continued use of its current premises, telephone numbers, facsimile numbers. internet addresses
and domain names, provided in each case that the normal prices or charges for all such goods or
services received after the date of this Order are paid by the Applicant in accordance with normal
payment practices ol the Applicant or such other practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, or as may be ordered by this

Court,
NON-DEROGATION OF RIGHTS

17.  THIS COURT ORDERS that. notwithstanding anything else in this Order. no Person
shall be prohibited from requiring immediate payment for goods. services. use of lcase or
licensed property or other valuable consideration provided on or after the date of this Order. nor
shall any Person be under any obligation on or after the date of this Order to advance or re-
advance any monies or otherwise extend any credit to the Applicant. Nothing in this Order shall

derogate from the rights conlerred and obligations imposed by the CCAA.
PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

18.  THIS COURT ORDERS that during the Stay Period. and except as permitted by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former. current or future directors or officers of the Applicant with respect to any claim
against the directors or officers that arose before the date hereof and that relates to any
obligations of the Applicant whereby the directors or ofticers arc alleged under any law (o be
liable in their capacity as directors or officers for the payment or performance of such
obligations, until a compromise or arrangement in respect of the Applicant. it onc is filed. is

sanctioned by this Court or is refused by the creditors of the Applicant or this Court.
DIRECTORS' AND OFFICERS’ INDEMNIFICATION AND CHARGE

{9. THIS COURT ORDERS that the Applicant shall indemnify its directors and ofticers

against obligations and liabilitics that thcy may incur as directors or officers of the Applicant



after the commencement of the within proceedings, except to the extent that, with respect 1o any
officer or director, the obligation or liability was incurred as a result of the director's or officer's

gross negligence or wilful misconduct.

20.  THIS COURT ORDERS that the directors and officers of the Applicant shall be entitled
to the benelit of and arc hereby granted a charge (the "Directors™ Charge”) on the Property,
which charge shall not exceed an aggregate amount of $200,000. as security for the indemnity
provided in paragraph 19 of this Order. The Dircctors™ Charge shall have the priority set out in

paragraphs 31 and 33 herein.

21. THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Directors' Charge. and (b) the Applicant’s directors and ofTicers shall only be entitled to the
benefit of the Directors’ Charge to the extent that they do not have coverage under any directors'
and officers’ insurance policy, or to the extent that such coverage is insulticient to pay amounts

indemnified in accordance with paragraph 19 of this Order.
APPOINTMENT OF MONITOR

22, THIS COURT ORDERS that A. John Page & Associates Inc. is hereby appointed
pursuant to the CCAA as the Monitor. an officer of this Court, to monitor the business and
financial affairs of the Applicant with the powers and obligations set out in the CCAA or set
forth herein and that the Applicant and its shareholders, officers, dircctors, and Assistants shall
advise the Monitor ol all material steps taken by the Applicant pursuant to this Order, and shall
co-operate fully with the Monitor in the cxercise of its powers and discharge of its obligations
and provide the Monitor with the assistance that is nccessary to enable the Monitor to adequately

carry out the Monitor's functions.

23, THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA. is hereby directed and empowered to:

(a) monitor the Applicant's receipts and disbursements:



(b) report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business. and such other matters

as may be relevant to the proceedings herein;
(<) advise the Applicant in its development of the Plan and any amendments to the Plan:

(d) assist the Applicant, to the extent required by the Applicant, with the holding and

administering of creditors’ or shareholders’™ meetings for voting on the Plan:

(e) have tull and complete access to the Property. including the premises, books. records,
data, including data in electronic form, and other tinancial documents of the
Applicant. to the extent that is necessary to adequately assess the Applicant’s business

and financial affairs or to perform its duties arising under this Order;

1)) be at liberty to engage independent legal counsel or such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order: and

(g)  perform such other duties as are required by this Order or by this Court trom time to

time.

24.  THIS COURT ORDERS that the Monitor shall not take possession of the Property and
shall take no part whatsoever in the management or supervision of the management of the
Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof.

35, THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control. care. charge, possession or management (separately and/or
collectively. "Possession”) of any of the Property that might be environmentally contaminated.
might be a pollutant or a contaminant, or might cause or contribute to a spill. discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation. enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including. without limitation, the
Canadian Envirommental Protection Act. the Ontario Environmental Protection Act, the Omtario

Water Resources Act. or the Ontario Occupational Health and Safely Act and regulations



thereunder (the "Environmental Legislation™), provided however that nothing herein shall
cxempt the Monitor from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Monitor shall not, as a result of this Order or anything done in
pursuance of the Monitor's duties and powers under this Order. be deemed 10 be in Possession of
any of the Property within the meaning of any Environmental Legislation. unless it is actually in

possession.

26.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the Applicant
with information provided by the Applicant in response to reasonable requests for information
made in writing by such creditor addressed to the Monitor.  The Monitor shall not have any
responsibility or liability with respect to the information disseminated by it pursuant to this
paragraph. In the case of information that the Monitor has been advised by the Applicant is
confidential, the Monitor shall not provide such information to creditors unless otherwise

directed by this Court or on such terms as the Monitor and the Applicant may agree.

27. THIS COURT ORDIERS that, in addition to the rights and protections aflorded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order. save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Ordcr shall

derogate from the protections afforded the Monitor by the CCAA or any applicable legislation.

28, THIS COURT ORDERS that the Monitor. counsel to the Monitor and counsel to the
Applicant shall be paid their rcasonable fees and disbursements, in cach casc at their standard
rates and charges. by the Applicant as part of the costs of these procceedings. The Applicant is
hereby authorized and directed to pay the accounts of the Monitor. counsel for the Monitor and

counsel for the Applicant on a bi-weckly basis.

29, THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time (o time. and for this purpose the accounts of the Monitor and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

30.  THIS COURT ORDERS that the Monitor, counsel to the Monitor. il any. and the
Applicant’s counsel shall be entitled to the benefit of and arc hereby granted a charge (the

" Administration Charge") on the Property. which charge shall not exceed an aggregate amount of



$1.000.000.00. as sccurity for their protessional fees and disbursements incurred at the standard
rates and charges of the Monitor and such counsel. both before and after the making of this Order

in respect of these proceedings. The Administration Charge shall have the priority set out in

“

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

paragraph 31 hereof.

3. THHS COURT ORDERS that the priorities of the Directors™ Charge and the

Administration Charge. as among them. shall be as (ollows:
First — Administration Charge (to the maximum amount of $1,000.000.00); and
Second - Directors” Charge (to the maximum amount of $200.000.00).

32.  THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge and the Administration Charge (collectively, the "Charges") shall not be required. and
that the Charges shall be valid and enforceable for all purposes, including as against any right.
title or interest liled, registered. rccorded or perfected subsequent to the Charges coming into

existence, notwithstanding any such failure to file, register, record or perfect.

33. THIS COURT ORDERS that each of the Directors’ Charge and the Administration
Charge (all as constituted and defined herein) shall constitute a charge on the Property and such
Charges shall rank in priority to all other security interests, trusts, liens, charges and
encumbrances, claims of secured creditors, statutory or otherwise (collectively. "Encumbrances”)
in favour of any Pcrson, save and except the Encumbrances in favour of Glen Mackic and Lisa
Mackie and Foscarini Mackie Holdings Inc., to the extent they are determined to be valid and

enforceable and properly perfected by counsel to the Monitor.

34. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant shall not grant any Encumbrances over any
Property that rank in priority to. or pari passu with, any of the Directors” Charge, the
Administration Charge or the DIP Lender's Charge. unless the Applicant also obtains the prior
written consent of the Monitor, the DIP Lender and the beneficiaries of the Directors™ Charge

and the Administration Charge. or further Order of this Court.



35 THIS COURT ORDERS that the Directors™ Charge and the Administration Charge shall
not be rendered invalid or unentorceable and the rights and remedies of the chargees entitled to
the bhenefit of the Charges (collectively. the "Chargees™) thereunder shall not otherwise be
limited or impaired in any way by (a) the pendency of these proceedings and the declarations of
insolvency made herein: (b) any application(s) for bankruptcy order(s) issued pursuant to BIA. or
any bankruptcy order made pursuant to such applications; (c) the filing of any assignments for
the general benclit of creditors made pursuant to the BIA; (d) the provisions of any federal or
provincial statutes; or (¢) any negative covenants, prohibitions or other similar provisions with
respeet to borrowings. incurring debt or the creation of Encumbrances. contained in any existing
loan documents. lease. sublease, offer to lease or other agrecment (collectively. an "Agreement”)

which binds the Applicant, and notwithstanding any provision to the contrary in any Agreement:

(a) the creation of the Charges shall not create or be deemed to constitute a breach by the

Applicant of any Agreement to which it is a party;

(h) nonc of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the creation of the Charges:

and

(c) the payments made by the Applicant pursuant to this Order and the granting of the
Charges. do not and will not constitute preferences, fraudulent conveyances. translers
at undervalue, oppressive conduct, or other challengeable or voidable transactions

under any applicable faw.,

36. THIS COURT ORDERS that any Charge created by this Order over leases of real

property in Canada shall only be a Charge in the Applicant's interest in such real property leascs.

SERVICE AND NOTICE

37.  THIS COURT ORDERS that. subject to paragraph 38 of this Order, the Monitor shall (i)
without delay, publish in the Globe and Mail newspaper a notice containing the information
preseribed under the CCAA. (i) within five days after the date of this Order, (A) make thig
Order publicly available in the manner prescribed under the CCAA, (B) send, in the prescribed
manner. a notice 0 cvery known creditor who has a claim against the Applicant of more than

$1000. and (C) prepare a list showing the names and addresses of those creditors and the



estimated amounts of thosc claims, and make it publicly available in the prescribed manner. all

in accordance with Section 23(1)(a) of the CCAA and the regulations made thereunder.

38.  THIS COURT ORDLRS that notwithstanding the provisions of paragraph 23()a)ii) of
the CCAA. the Monitor shall not be obliged to publish and/or make publicly available the name
or address of (i) any current and former Nelson Financial employces on account of employment-
related liabilities. and (ii) any person holding securities issued by the Applicant which includes,
but is not limited to, any person holding Notes and Pret Shares as defined in the Affidavit of

Marc Boutet sworn March 22, 2010.

39.  THIS COURT ORDERS that the Applicant and the Monitor be at liberty to scrve this
Order. any other materials and orders in these proceedings, any notices or other correspondence.
by forwarding true copics thercol by prepaid ordinary mail. courier, personal delivery or
electronic transmisston to the Applicant's creditors or other interested parties at their respective
addresses as last shown on the records of the Applicant and that any such service or notice by
courier. personal delivery or electronic transmission shall be deemed to be received on the next
business day following the date of forwarding thereof, or if sent by ordinary mail, on the third

business day after mailing.

40.  THIS COURT ORDERS that the Applicant, the Monitor, and any party who has filed a
Notice of Appearance may serve any court materials in these proceedings by e-mailing a PDFE or
other clectronic copy of such materials to counsels' email addresses as recorded on the Service
List from time to time. and the Monitor may post a copy of any or all such materials on its

website at www.ajohnpage.con.

GENERAL

41.  THIS COURT ORDERS that the Applicant or the Monitor may {from time to time apply

to this Court for advice and directions in the discharge of its powers and duties hercunder.

42, THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
as an interim receiver, a receiver, a receiver and manager. or a trustee in bankruptey of the

Applicant, the Business or the Property.



43, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
cffect to this Order and to assist the Applicant, the Monitor and their respective agents in
carryving out the terms of this Order. All courts. tribunals, regulatory and administrative bodies
arc hereby respectfully requested to make such orders and to provide such assistance to the
Applicant and to the Monitor, as an officer of this Court, as may be necessary or desirable to give
elfect to this Order. to grant representative status to the Monitor in any foreign proceeding. or to
assist the Applicant and the Monitor and their respective agents in carrying out the terms of this

QOrder.

44,  THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order. and that the Monitor is authorized and empowered 10 act as a representative
in respect of the within proceedings for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

43. THIS COURT ORDIERS that any interested party (including the Applicant and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days
notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may order.

46.  THIS COURT ORDERS that this Order and all of its provisions are etfective as of

2% 00 U D
| i

12:01 a.m. Eastern Daylight Time on the date of this Order.
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Exhibit "B"

First Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of
Nelson Financial Group Ltd.
Dated April 15, 2010

Cash Flow Schedules
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NELSON FINANCIAL GROUP LTD. ("Nelson")
NOTES/PROBABLE AND HYPOTHETICAL ASSUMPTIONS UNDERLYING
WEEKLY CASH FLOW FORECAST FOR THE 13 WEEK PERIOD ENDED JUNE 18, 2010

1. The Cash Flow Forecast has been prepared in order to accompany, in accordance with
Section 10(2)(a) of the Companies' Creditors Arrangement Act ("CCAA"), the initial
application of Nelson for protection from its creditors under the CCAA.

2. Nelson is assumed to continue to operate on a going concern basis throughout the
Cash Flow Period.

3. Opening Cash - This is the projected opening cash balance of the Applicant at the
commencement of the CCAA proceedings based on the actual reconciled cash balance
on March 12, 2010.

4, Sales forecasts are based on historical trends adjusted for a slight change in the mix as
the Nelson replaces some of the existing business with a more profitable business line.

5. No significant changes to rates billed to client or accepted from vendors.

6. Collection of accounts receivable are based on historic average sales patterns over past
six weeks.

7. Employee liabilities are assumed to be paid in the ordinary course. All other pre filing

liabilities are stayed as a result of the CCAA proceedings

8. Payments of investor interest, investor redemptions, preferred share dividends and
preferred share redemptions are stayed as a result of the CCAA proceedings

9. Post-filing rent payments are on the basis of existing lease arrangements.

10.  Post-filing selling, general and administrative expenses are calculated based on existing
arrangements and historical patterns of payment.

11.  Restructuring costs represent projected payments on account of the fees and expenses
of the Monitor, the Monitor's counsel and the Nelson's counsel. It is assumed that the
fees and expenses billed by the Monitor during the Cash Flow Period will be paid by
Nelson at the rate of $30,000 per month through 2010.

12.  The Cash Flow Forecast does not include any payments that might flow from of the
successful adoption of a plan of compromise or arrangement.

SADATA\WWR\CLIENTS\WELSONVASSUMP4C. WPD



Exhibit "C"

First Report of
A. John Page & Associates Inc.
In its Capacity as the Monitor of
Nelson Financial Group Ltd.
Dated April 15, 2010

The Endorsement of the Honourable Madam Justice
Pepall dated March 23, 2010



Court File No. 10-8630-000
Nelson Financial Group Ltd.
Unofficial Transcription of the Endorsement of Madam Justice Pepall dated
March 23, 2010

Nelson Financial Group Ltd ("NFG") seeks an Initial Order pursuant to the CCAA. NFG
carries on a consumer finance business in Pickering Ontario. Its principal business is vendor
assisted financing. Until recently its principal business was sub-prime vehicle financing. The
business was established in 1990 by its sole common shareholder Marc Boutet.

NFG currently finances customers of vendors - the consumer household goods/appliances and
food sectors to provide financing to customers. NFG has borrowed money from investors in
the exempt market pursuant to a continuous offering of unsecured promissory notes and for
preferred shares. The model is based on raising money from investors at a 12-10% rate of
return and using that money to extend credit at significantly higher rates. There are 685
outstanding investor loan notes totalling approximately $37 million and 169 preferred share
holders with a par value about $15 million. NFG was unable to make a dividend payment
payable on March 16, 2010 for certain of the preferred shares. On March 25, 2010, certain
interest payments are due on certain notes.

The required financial statements have been filed. They reveal, and NFG acknowledges that it
is insolvent. Liabilities are stated to be approx $37 million and assets approx $30 million on
the most recent internally prepared interim financial statements.

The financial difficulties of NFG are stated to have arisen due to higher than anticipated
losses on its non prime and sub prime portfolio and its voluntary cessation of the issuance of
notes and preferred shares pending completion of a review by the OSC.

The OSC has conducted a compliance review for the period Sept 1, 08 to Aug 31, 09 and has
identified a number of compliance issues.

The OSC was served with the materials on this application late yesterday. It sought an
adjournment to file responding materials or to seek a 5.129 application to appoint a Receiver.
In light of the March 25, 2010 payment deadline, the exclusion of the OSC from the stay and
the comeback provision, I declined the request for the adjournment and granted the order
requested. The OSC is a regulatory body unaffected by the stay and is at liberty to bring its
own proceeding +/or to vary this initial order.

NFG does not appear to have significant liabilities to secured creditors and according to NFG,
the registrations under the PPSA noted para 41 of Mr. Boutet's affidavit are largely historical,
The registration in favour of Nelson Investment is to an affiliated company of which Mr.
Boutet is the principal and sole shareholder. The Mackie parties hold security but they are
not primed by the proposed charges. There is no DIP financing.

The trade debt is modest and NFG intends to continue to meet all employee liabilities as they
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fall due and to remain current on payroll. There are 27 employees.

A charge of $200,000 in favour of the director is proposed together with an administrative
charge of $1 million for the fees of the monitor and its counsel and NFG counsel. I am
satisfied that these charges are warranted in the circumstances and meet the requirements
imposed by the recent amendments to the CCAA.

A. John Page & Associates has consented to act, and is qualified to act as Monitor.
Clearly NFG is a debtor company and has met the other requirements for the granting of an
Initial Order under the CCAA.

NFG intends to continue to find new customer loans but will not issue any notes or preferred
shares. A cash flow statement has been filed as has a preliminary report been filed by the
proposed monitor reporting on same. The statement supports that NFG will be able to meet
its operating costs during the stay period from cash flow generated by the business.

NFG has outlined the parameters of a proposed Plan and I agree that it should be given the
opportunity, based on the evidence before me, to attempt a restructuring with its creditors. In
this regard, I would urge counsel for NFG, the monitor, and the OSC to have a dialogue prior
to any initiation of proceedings by the OSC.

Lastly, the investors in NFG, many of whom are individuals, made their investments by way
of a private placement in the exempt market. Given the anticipated reasonable expectation
that their identities would not be disclosed, except as otherwise ordered by the court, the
monitor need not prepare a creditor list of noteholders and holders of preferred shares as
contemplated by s. 23(1)(d)(ii) of the CCAA. The same applies to the employees.

For these reasons, I granted the order requested.
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Memorandum on Viability



Memorandum

To: Nelson File 620
From: A. John Page
Date: April 15,2010
Subject: Viability Review

Purpose of Memorandum

To document the review undertaken by the Monitor to identify and assess the issues affecting
the ongoing viability of Nelson Financial Group Ltd. ("Nelson") and the findings and
observations of the Monitor emanating from that review.

Notice to Reader

In conducting this review and in making the comments contained in this memorandum the
Monitor has been provided with and has relied upon unaudited financial information from
Nelson's books and records and financial information prepared by Nelson.In addition, the
Monitor has held discussions with management of Nelson and has relied upon the
information conveyed in those discussions. The Monitor has not audited, reviewed or
otherwise attempted to verify the accuracy and completeness of any of the information
obtained and, accordingly, expresses no opinion or other form of assurance in respect of the
information contained in this Memorandum.

The Core Go Forward Business of Nelson

At its core, Nelson's go forward business model, as explained by Marc Boutet and other
Nelson senior management, is to make loans to consumers through a number of vendors using
borrowed money.

In order to succeed, Nelson has to have sufficient funds available to lend. In addition, over an
extended period of time, the revenue received by Nelson, net of all write-offs for uncollected
loans and its overhead (ie all its administrative costs) must exceed its cost of funds.

It order to better understand whether Nelson is viable on a long term basis we have reviewed
each of the components noted above.
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The Core Business

Nelson's core business (described in its internal accounts as "[tinerant Sales") is where Nelson

finances customers of vendors in two sectors, consumer household goods/appliances and food.
Nelson used to be in the sub prime vehicle financing business. We have ignored that business

as Nelson is not making any new loans in that area. Nelson also makes a number of consumer
loans independent of vendors. This area is relatively small and we have assumed it has similar
profitability characteristics to the core "Itinerant Sales" business.

The Volume of Nelson's Lending

Nelson has about $24 million of Itinerant Sales loans to approximately 12,000 separate
consumers. The actual amount of its loans in its books of account can be somewhat confusing
as the amount of any unearned interest and unearned discount income has to be deducted
from the gross loan balance. Balance sheet accounts entitled "Prepaid Referral Fees" and
"Unapplied Interest - Loans" also have to be taken into account when looking at the cash tied
up in loans and the overall profitability of the lending business.

Nelson has been making new loans at a rate somewhat in excess of $16,000,000 per year. In
the Cash Flow Projection that formed part of the March 22, 2010 CCAA court application,
Nelson assumed it would be making loans at a weekly rate of approximately $320,000.
Approximately 2/3rds of its lending has been through an intermediary called Lendcare. Since
the CCAA filing, Lendcare has not referred any vendor loans to Nelson. As a result its new
lending is significantly lower than projected. Nelson are very actively engaged in sourcing new
lending opportunities. At the present time, they are optimistic that they will be able to replace
the Lendcare business with a better mix of loans in terms both of profitability and of risk. The
initial indications are that Nelson will be successful in this regard. This memorandum is being
written on the assumption that the reduction in new loan business arising from Lendcare's
behaviour will be replaced in the short to medium term by a similar volume of similar calibre
loans. The findings and conclusion in this memorandum could be different if Nelson is unable
to do so.

The Profitability of Itinerant Sales Lending (Before Write-Offs)

We performed a detailed review of a small selection of Itinerant Sales loans to better
understand their nature and profitability.

We attach a schedule summarizing our findings as Appendix "A". The internal rate of return of
the deals we reviewed seem to vary between 25.98% and 77.1%. Lendcare loans are graded,
depending on a risk matrix calculation, as either A (the best risk but lowest return), B and C.
Most of Nelson's deals during recent months have been Lendcare A deals which are the least
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profitable.

We also note that, during the eight months ended March 31, 2010, Nelson has booked
income relating to Itinerant Sales loans of approximately $4,000,000. This is equivalent to an
annualized rate of $6,000,000. With approximately $24,000,000 of Itinerant Sales loans, this
implies a gross return on these loans, before write-offs etc., of about 25%. Nelson has
informed us that their overall internal target is 33% but that one major reason why the actual
is lower is the impact of delinquent accounts where the loan remains in the loan balance but,
in accordance with company policy, no income has been booked because no payments have
been received.

In light of the above, an overall return of 25% seems plausible, particularly given the large
volume of lower margin Lendcare A loans Nelson has made. In this review we will assume a
gross return of 25% is reasonable.

Bad Debts and Delinquencies

Nelson's customers range from home owners for whom a Nelson loan is a convenient way to
fund the acquisition of a consumer good or a supply of food through to non/sub-prime
borrowers poorly served by traditional banks and financial service companies.

Some of Nelson's customers will be late with their payments and some will ultimately default.

Nelson has a department devoted to collecting its loans and its success, together with Nelson's
underwriting skills in deciding what loans to make and at what price, are key components of
the viability of Nelson's business model. In assessing the viability of Nelson's core business on
a go forward basis a key question is "How much of the funds Nelson lends will never be
collected?". In order to better understand how Nelson deals with problem accounts we
performed a detailed review of a few "typical” slow payers. We also looked at Nelson's own
bad debt provisioning.

Getting a realistic idea of what is an appropriate go forward bad debt reserve is difficult.
Nelson's loans can be outstanding for up to four years. Nelson's lending practices have
changed over the last four years. In addition during the last two years the economy has been
in recession. Consequently, past write-offs may not be a good indicator of future write-offs. In
addition, with 12,000 separate accounts, an account by account review is not practical and a
statistical approach to reserves, while theoretically possible, would be challenging and beyond
what we could accomplish within the short time we have available to address this component
of viability.

Recently Nelson has calculated its bad debt reserve to be equal to the loan write-offs for the
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preceding year. On that basis, as at March 31, 2010 it had a reserve on consumer and
Itinerant Sales loans of $571,437. This represented, by their own calculation, a reserve of
2.34% of outstanding loans.

If we apply the same percentage and logic to a go forward book of loans totalling $24,000,000
and annual new loans of $16,000,000 an annual charge of $560,000 would be in order
representing 3.5% of the new loans granted.

The appropriate size of the bad debt reserve may impact on the likely value of existing loans
but does not, of itself, indicate how much would be a reasonable estimate of the losses Nelson
might expect from new loans totalling $16,000,000 in a year. For the purposes of this review
we are going to assume that a charge of 3.5% of the loans granted ie $560,000 is appropriate.
We believe this is a reasonable approach in the circumstances however our overall analysis
could be materially affected if there is a significant variance between actual delinquencies and
projected delinquencies.

Overhead

This represents all costs involved in running Nelson except for any costs related to investors
(including interest costs) and any costs related to the restructuring. Based on its expenses over
the last two years and adding in an amount representing a salary for Mr. Boutet (who had
been previously paid by Nelson Investment) an annual overhead cost of $2,400,000 seems
plausible.

Profitability Before Taking Into Account the Cost of Funds.

Based on the assumptions and estimates noted earlier, a go forward picture of Nelson, on an
annual basis, might look like this:

Income $6,000,000

Overhead (2,400,000)

Allowance for Bad Debts (560,000)

Funds available for interest/profit $3,040,000
Ongoing Viability

The margin above seems sufficient for us to say that there is a realistic prospect that Nelson
could restructure its debt and be able to service that debt and continue in business for the
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foreseeable future (providing it can obtain financing to assist in the redemption of existing
debt in accordance with the debt maturity terms set down in an approved restructuring
plan).The bad debt allowance would seem to have to be materially incorrect to seriously
impact Nelson's ability to service debt. Any such restructuring is of course subject to the
wishes of the stakeholders who may no longer want to support Nelson.

The Availability of Funding

If it is to continue in business for the longer term, Nelson will need to obtain financing to
assist in repayment of notes that are to be released. If its business grows it will also need to
fund that expansion. We have not at this time addressed Nelson's ability to obtain such
funding. In the short term, Nelson's funding is being provided by existing investors. (Any
restructuring plan will set down the maturity dates on any such restructured indebtedness)



1j01 TI93YSXS|X°qT 3J2AWO0I YY| UOSISN\UOSIIN\SLNIITI\EZT\eIRG\'S Wd TO:¥0T0Z/v0/vT

Asuanbuljap Jo JuswAhed Juswieisul ale| Aue jo 1edwi 3yl JO JUNOIIE OU 3)e) SUoIRINI|eD IND

‘ueo] e jo JuawAedas Ajiea ue Jo 1pedwi 8Y3 JO JUNOIIE OU 3)e) SUOIIR|NI|ed INQO

ueo| 3y puny 03 pauinbai Asuow ay} 40 3503 3y} 03 pasedwod g ued pue ueo| e 4o Ayjiqeyjoid pajedidijue ay) 4o BApI 18113 € SAALT SIYY IBYL JUIY) SM

'saijued pJiyy 03 pred s394 Bulpnjdul ‘spuny jo moy syl uo Aj3jos paseq s paw.opiad aARY am UONRINI|eD Yy 3YL

uo1eNIied Yy| UMO Jno pawiopad peajsul aney s

suonejnd|ed Ydy pue yy3 s,uos|aN putyaq ylew ayl aiedijdas Ajny o3 pardwanie you aaey apn

sueoj ||e 10} 3NN

10U aJe Jeyl JuswAedau 3siiy dY3 jo Bulwn 3y} pue s334 Suipsedal suondwinsse UIRLIAI $3SN YdY JO/pue Yy S18|NJ|ED 0} UOS|3N AQ Pasn 3IBMYOS dY) Jey) P|o) aJe 3
‘2.l 3yl ut papn|aul aq pjnoys saa4 dn 1ie3s Jayiaym Aq paledi|dwiod ag ued pue suoiRINSINS U3aMISQ JIBYMBWOS SISYIP YT PUR Y4V JO SUOINUYP BY]L

'91e./334 A|yauow e 0} pasoddo se Jeah a|oym B 104 URO| B UO 31RJ 15313)U) 8Y) 3q1IISIP 1BY] SWID) A1ISNpul a1 Yy3 pue ydv

pied sa3aj |euss4a4 Aue Bulpnjouy *
uin1ay jJo aley |euIU) Yy
ajey a8e1Uadlad |BNUUY 3ANISY] ¥v3
a)ey adeuadiay |enuuy Hdv
S9JON
ueo| Jawnsuod 3unsIxa Jupueulyay 6'6¢ LYV'1S L6°0S €10¢/€0/0T 9£'€0S’E av  0107/€0/L1
jeap J aJedpua] 66 VL 19°88 TLL ¥102/50/¥1 LO'GYET V4 010Z/€0/9T
[eap g aJedpua’ 88°¢S S9'8Y v6'LY €10¢/80/9T T19°TL5C VN  0102/€0/L1
%E8'TE S! $334 INOYUM YY| ‘538
SnoleA JO Junodde Juiye) Ja3e SI YY) ‘[eap v aJedpua’ 9’1y €0L'€E 86°SC 2102/80/11 SEVEE'E DA 0T0Z/€0/ST
poo4 8v'Ee LY LE 8Y'LE 1102/€0/v¢ 009TT'v 91  010Z/€0/81
poo4 %6€'CE %L6°LE %8LLE  TTOT/T0/TC S9°6LLCS 1a  0t1oz/c0/81
S310N uos|an 49d Ydy  uosidN 49d ¥yl  dfv 42d HYI ang + pdueApY sjeu| aleq
JudwAed ise junowy

$J04J3 UIRIUOI Aew ‘pajipneun
SUBOJ JU3JJNI JO UOIIID|IS B JO UINIY JO I1BY |EUIIIU| DY) JO MIIADY paliwI] uos[aN



Court File No. 10-8630-00CL
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CREDITORS ARRANGEMENT ACT,
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COMPROMISE OR ARRANGEMENT OF
NELSON FINANCIAL GROUP LTD.
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Nelson Financial Group Ltd.

Dated April 15, 2010

A. John Page & Associates Inc.

100 Richmond St. West, Suite 447
Toronto, Ontario

M5H 3K6

Tel: (416) 364-4894

Fax: (416) 364-4869

Email: ajpage@ajohnpage.com

Attention: A. John Page



