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A, INTRODUCTION

1. KPMG Inc. (“KPMG” or the “Financial Advisor™) was appointed monitor of
Bruce R. Smith Limited (“Applicant” or “BRS™) by Order of the Honourable Mr. Justice
Morawetz of the Ontario Superior Court of Justice on October 8, 2009 (the “Initial
Order™) pursuant to an application to the Court by the Applicant for protection from its
creditors under the Companies’ Creditors Arrangement Act (the “CCAA™). The
Applicant was granted protection for an initial period of 12 days until October 19, 2009
(the “Inmitial Stay Period™). A copy of the Initial Order is attached hereto as Appendix
AT

2. The Application was made on notice to the Applicant’s secured lenders, who did

not oppose the Initial Order.

~

3. For the reasons set out in the affidavit of Mr. John Smith dated October 14, 2009
(the “October 14™ Smith Affidavit™), The Fuller Landau Group Inc. (“Fuller Landau”™
or the “Monitor™) was appointed Monitor of the Applicant, by Order of the Honourable
Mr. Justice Morawetz of the Ontario Superior Court of Justice (the “Amended and
Restated Initial Order™), on October 16, 2009. In that same Order the Applicant was
granted further protection until November 6, 2009 (the “Stay Period™). A copy of the
Amended and Restated Initial Order is attached hereto as Appendix “B”.

4, The Monitor filed its first report to the Court on November 3, 2009 (the “First
Report”). On November 5, 2009, the Applicant was granted an extension of the Stay
Period to December 21, 2009 (the “November 5" Extension Order’). A copy of the

November 5" Extension Order is attached hereto as Appendix “C”,

5. The Monitor filed its second report to the Court on November 17, 2009 (the
“Second Report”™). On November 19, 2009, the Applicant was granted an Order
approving the sale of five (5) trailers to Nine North Logistics Inc. (“Nine North™) (the
“November 19" Order™). A copy of the November 19" Order is attached hereto as
Appendix “D”.



6. On November 25, 2009, the Applicant was granted an Order approving the
equipment return protocol (the “Protocol”) (the “November 25" Order”). A copy of

the November 25" Order is attached hereto as Appendix “E”.

7. The Monitor filed its third report to the Court on December 16, 2009 (the “Third
Report™). On December 18, 2009, the Applicant was granted an extension of the Stay
Period to February 18, 2010 (the “December 18" Extension Order™). A copy of the

December 18" Extension Order is attached hereto as Appendix “F”.
pp

3. The Monitor filed its fourth report to the Court on February 12, 2010 (the
“Fourth Report”). On February 18, 2010, the Applicant was granted an Order approving
the proposed purchase of all the issued and outstanding shares of Natcor Transportation
Limited (“Nateor™) for a purchase price of $1.00 and an extension of the Stay Period to
April 16, 2010 (the “February 18" Extension Order”). A copy of the February 18"

Extension Order is attached hereto as Appendix “G™.

9. On February 18, 2010, the Applicant was granted an Order approving the sale
transaction contemplated by an agreement of purchase and sale between BRS and Ritchie
Bros. Auctioneers (Canada) Ltd. (“Ritchie Bros.”) (the “February 18" Approval and
Vesting Order™). A copy of the February 18" Approval and Vesting Order is attached

hereto as Appendix “H”.

10. On March 10, 2010, Fuller Landau was appointed monitor of John Henry Smith
Land Inc. (“JHS™) by Order of the Honourable Mr. Justice Wilton-Siegel of the Ontario
Superior Court of Justice (the “March 10" Order”) pursuant to an application to the
Court by JHS for protection from its creditors under the CCAA. JHS was added as an
Applicant to the CCAA proceedings commenced on October 8, 2010 by BRS (together
with JHS, the “Applicants™). A copy of the March 10" Order is attached hereto as
Appendix “T”,

11, The Monitor filed its fifth report to the Court on April 6, 2010 (the “Fifth
Report™). On April 9, 2010, JHS was granted an extension of the Stay Period to April



15, 2010 (the “April 15" Extension Order”). A copy of the April 15 Extension Order

is attached hereto as Appendix “J”.
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2. The purpose of this sixth report (the “Sixth Report™) is to advise the Court of:

The activities of the Applicants and the Monitor since the Monitor’s Fifth

Report to Court;
The status of the sale of excess equipment;

The proposed listing for sale of JHS® Chatham Properties (as defined

below in Section E);

An overview of the proposed claims procedure (the “Claims

Proecedure”™);
An overview of BRS’ Plan of Compromise (the “BRS Plan™);
An overview of JHS’ Plan of Compromise (the “JHS Plan™),

BRS’ financial results for the months ended January 31 and February 28§,
2010,

BRS’ actual cash flow results as compared to the revised cash flow

forecast;
BRS’ revised cash flow to June 25, 2010; and

JHS’ actual cash flow results as compared to the revised cash flow

forecast.

13.  In addition, the purpose of the Sixth Report is to also recommend that this

Honourable Court make an order;

(2)

Approving the Monitor’s activities to date, as described in this Sixth

Report to this Honourable Court;



(b) Approving the proposed distribution in respect of the agreement of

purchase and sale between BRS and Ritchie Bros.;
(c) Granting JHS’ request to list the Chatham Properties for sale;
(d) Approving the Claims Procedure (as defined below in Section F);
(e) Approving the Creditors’ Meetings (as defined below in Section N) ;

H Granting the Applicants’ request for an extension of its stay of

proceedings to June 25, 2010.

B. TERMS OF REFERENCE

14, In preparing this Sixth Report, the Monitor has relied upon the Applicants’ books
and records, including information assembled by and analysis performed by the
Applicants’ employees. The Monitor has not performed an audit or other verification of
such information. An examination of the Applicants’ financial forecast as outlined in the
Canadian Institute of Chartered Accountants Handbook has not been performed. Future
oriented financial information relied upon in this Report is based on the Applicants’
assumptions regarding future events; actual results may vary from this information and
these variations may be material. The Monitor expresses no opinion or other form of
assurance with respect to the accuracy of any financial information presented in this Sixth

Report, or relied upon by the Monitor in preparing this Sixth Report.

C. ACTIVITIES OF THE APPLICANT SINCE APRIL 5,2010
15. Since April 5, 2010, the Applicants’ activities, with the assistance and input of the
Monitor and KPMG, as needed, have included the following:

(a) Continuing the Applicants’ operations, in the ordinary course;

b) Continuing to transfer certain of BRS’ equipment to Ritchie Bros.

locations in accordance with the agreement of purchase and sale between

BRS and Ritchie Bros. (the “APA™);



{c) Meeting with GE Canada Equipment Finance G.P (“G.E.”) and the Royal
Bank of Canada (“RBC”) with respect to the proposed plans of

COMPpIomise;

(d) Preparing financial information regarding the actual cash flow results for
BRS to enable the Monitor to facilitate a comparison to the cash flow

forecast;

(e) Preparing financial information regarding the actual cash flow results for
JHS to enable the Monilor to facilitate a comparison to the cash flow

forecast;
(H Further revising the Claims Procedure;
(2) Finalizing a proposed plan of compromise in respect of BRS; and

() Finalizing a proposed plan of compromise in respect of JHS.

D. SALE OF EQUIPMENT

16.  The February 18® Approval and Vesting Order approved the APA. In accordance
with the terms of the APA, BRS is in the process of delivering the Purchased Assets (as
defined in the APA) to two (2) locations, specified by Ritchie Bros., in London, Ontario
and Bolton, Ontario. Pursuant to the APA, all of the Purchased Assets must be delivered
to these two (2) locations by April 15, 2010. A copy of the APA was included in the
Applicant’s Second Supplemental Confidential Motion Record returnable February 18,
2010. BRS and Ritchie Bros. have subsequently agreed to amend the list of Purchased
Assets. A revised list of the Purchased Assets 1s attached hereto as Appendix “K”. The
Monitor has been advised that the Applicants’ counsel will be notifying the secured

creditors as to the revisions to the list of the Purchased Assets.

17.  As described in the Monitor’s Fourth Report, the sale proceeds from the
Purchased Assets will be used to pay out the balance of Stoughton Trailers Canada Corp.
(*Stoughton™) Lease number 20889 and to make payment to Roynat Inc. (“Reynat™)

from the proceeds of the Roynat collateral. The balance of the sale proceeds will be

-7-



utilized to reduce the Royal Bank of Canada (“RBC”) operating line. A small portion of
the Stoughton payout relates to 10 trailers which are not being sold as part of the

Purchased Assets, but will be retained by BRS.

18. Ritchie Bros. has provided the Applicant with a breakdown of the net minimum
guarantee (the “NMG™) which will be used to allocate the sale proceeds among the three
secured creditors outlined above (Roynat, Stoughton and RBC). In consultation with
BRS, the Financial Advisor and the Monitor have agreed on the allocation of the NMG

proceeds in accordance with the NMG breakdown provided by Ritchie Bros.

18, Details of the allocation of the NMG and the resulting proposed distribution are
contained in the confidential supplementary affidavit of John Henry Smith sworn March
26, 2010 (the “March 26" Confidential Supplementary Affidavit”). The Monitor
notes that the Applicants’ are seeking a Sealing Order with respect to the March 26"
Confidential Supplementary Affidavit. The Monitor supports this request due to a

potential detrimental effect on BRS’ realizations should the NMG be made public.

20. BRS is seeking this Honourable Court’s approval to distribute the NMG in respect
of the Purchased Assets to Stoughton, Roynat and RBC in accordance with the allocation

outlined in the March 26™ Confidential Supplementary Affidavit.

21, The Monitor has received an opinion from its independent counsel, Blake, Cassels
and Graydon LLP (the “Menitor’s Counsel”) and special Wisconsin counsel in respect
of the Stoughton leases that, subject to the usual qualifications, the security interests held
by RBC, Roynat and Stoughton over BRS are valid and enforceable in accordance with
their terms against the collateral subject to their respective security documents, which
collateral in the case of RBC and Roynat is all present and after acquired personal
property of BRS and in the case of Stoughton is specific trailers. Roynat has also

obtained additional security in certain specific equipment.

22, A summary of the search results showing financing statements filed against BRS
pursuant to the terms of the Personal Property Security Act (Ontario) (the “PPSA™)

current as at March 30, 2010 is attached hereto as Appendix “L” (the “Searches™).



(WS

Based on the Searches, the Monitor notes the following with respect to BRS:

(1

@)

Other than Roynat and RBC the only other parties that have
registered a security interest over all of BRS’ personal
property are the G.E. Entities (as defined below) and JHS,
John Henry Smith Holdings Ltd. and John Henry Smith

(except motor vehicles) (collectively, the “JHS Entities™).

There are a number of PPSA registrations in favour of
various G.E. entities filed subsequent in time to the PPSA
registrations registered in favour of Roynat, RBC and
Stoughton, which on their face cover all of the property of
BRS. One of these registrations is a PPSA registration filed
in favour of GE Canada Equipment Financing G.P.. GE
Canada Leasing Services Company, General Electric
Canada Equipment Finance G.P., GE Canada Asset
Financing Holdings Company, GE Technology Finance,
GE VFS Canada Limited Partnership and GE Canada
Equipment Financing & Leasing Company (collectively,
the “G.E. Entities”) registered on July 17, 2009. The
Monitor understands that this PPSA registration relates to a
general security agreement dated September 22, 2009
purported to have been provided by BRS to the G.E.
Entities pursuant to a forbearance agreement dated the
same date. Although the Monitor’s Counsel has requested
an executed copy of such general security agreement, as of
the date of this report the Monitor’s Counsel has not yet
received an executed copy thereof. Other than the
aforementioned general security agreement, the Monitor is
not aware of any other general security agreement having

been provided by BRS to any of the G.E. Entities.



3)

“)

Roynat's PPSA registration filed in 2002 is registered prior
to all other registrations, except for a registration in favour
of General Electric Capital Canada Inc. (“GE Capital
Canada™). The GE Capital Canada registration was
initially registered over specific property, as more
particularly set out in the Searches, but was subsequently

amended in 2003 to include all property of BRS.

RBC's PPSA registration is registered prior to all other
registrations, except for registrations in favour of the

following creditors:

(a) GE Capital Canada (as described above);
(b) Roynat; and

{c) Ryder Truck Rental Canada Ltd. (“Ryder”™).

The PPSA registration registered in favour of Ryder
appears to only be in respect of the specific property
described in the Ryder leases. The Monitor has been
advised by BRS that the Purchased Assets do not include
any of the Ryder collateral. BRS has also advised the
Monitor that, in any event, Ryder, GE Capital Canada and
all other creditors who have registered security against BRS
under the PPSA as set out in the Searches, have been duly
served with BRS” motion requesting distribution of the sale
proceeds of the Purchased Assets to Roynat, RBC and

Stoughton.
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(6)

(7)

The PPSA registrations filed in favour of the JHS Entities
were filed on August 20, 2009, subsequent in time to all
other PPSA registrations against BRS. The Monitor's
Counsel has not been provided with a copy of any security

agreements in favour of those parties.

In addition to registrations filed under the PPSA, the
Searches also disclose registrations filed under the Repair
and Storage Liens Act (the “RSLA”) in favour of 1561660
Ontario Ltd., operating as Surgenor Mack, Surgenor
Pontiac Buick, operating as Surgenor Truck Centre, and
Miracle Auto Glass Inc. Based on the Searches, the
aggregate amount of RSLA claims is approximately
$2,408. Pursuant to the RSLA, an unpaid repairer or storer
who has given up possession of an article can obtain a non-
possessory lien against the article if the RSLA lien claimant
complies with the RSLA and registers a financing
statement under the PPSA. Due to the de minimus amount,
the Monitor’s Counsel has not reviewed the validity of the
RSLA lien claimants’ claims. However, BRS has advised
the Monitor that each of the RSLA claimants have been
served with notice of the motion for distribution of the sale
proceeds of the Purchased Assets to Roynat, RBC and
Stoughton.

Monitor’s Counsel has advised the Monitor that it has
received a copy of a subordination agreement dated April 6,
2004 between Roynat and RBC with respect to the priority
between such parties in respect of their respective security
over the assets of BRS. The Monitor understands that the
terms of the letter agreement between RBC and Roynat,

which was contained in the Confidential Supplementary

-11-



Motion Record of the Applicants dated March 26, 2010,
supersede the terms of such subordination agreement as

they relate to the proceeds of the Purchased Assets.

E. LISTING OF THE CHATHAM PROPERTIES

24.  JHS is seeking this Honourable Court’s approval to list the properties located at
370 Colborne Street Chatham, Ontario (the “Colborne Property™) and 3 Ivan Street,
Chatham, Ontario (the “Ivan Property™) (collectively, the “Chatham Properties™) for

sale as part of JHS’ restructuring.

25.  The Colborne Property consists of 3.8 acres of land upon which a 6,000 sq. ft.

maintenance facility is located and the Ivan Property consists of 1.8 acres of vacant land.

26.  JHS has received listing offers from Re/Max, Royal LePage and Coldwell Banker
(the “Listing Offers”) with respect to the Chatham Properties. JHS requested that the
Listing Offers include (the “Listing Request Process™):

(a) Estimated market value of the Chatham Properties;
(b) Comimission rate;

(c) Whether the Chatham Properties should be listed for sale together or

separately; and
(d) Estimated time frame to complete a sale of the Chatham Properties.

27.  Details of the Listing Offers have been included in the confidential supplementary
affidavit of John Henry Smith sworn March 19, 2010 (the “March 19" Confidential
Supplementary Affidavit™). The Monitor notes that the Applicants’ are seeking a
Sealing Order of the March 19" Confidential Supplementary Affidavit. The Monitor
supports this request due to a potential detrimental effect on JHS’ realizations should the

Listing Offers be made public.



28. After the review of the Listing Offers by JHS, the Financial Advisor, and the
Monitor, it was concluded that the Re/Max listing offer (the “Re/Max Listing Offer™)

was superior to the other Listing Offers.

29.  The Monitor supports the listing of the Chatham Properties and the execution of

the Re/Max Listing Offer for the following reasons:
(a) The Chatham Properties are underutilized in the Applicants’ operations;
)] The Listing Request Process was reasonabie in the circumstances; and

(c) The terms of the Re/Max Offer were consistent with the other two listing

offers and the Company has recommended that Re/Max be retained.

F. PROPOSED CLAIMS PROCEDURE

30.  The Applicants are seeking this Honourable Court’s approval of a claims
procedure (the “Claims Procedure™) which will allow the Applicants to identify and

quantify pre-filing claims that may exist.

31.  As set out in the Affidavit of Mr. John Henry Smith sworn March 19, 2010 (the
“March 19" Affidavit”) and the proposed Claims Procedure Order, a summary of the
Claims Procedure is set out below. All defined terms shall have the meaning given to

them in the Claims Procedure Order.

Notice of Claims Procedure

32.  The Applicants shall within three (3) Business Days after the issuance of the
Claims Procedure Order, provide the Monitor with a list of all Creditors recorded on the

books and records of the Applicants.

33. The Monitor shall post a copy of the Claims Materials and this Order to the

Website as soon as practicable after the making of the Claims Procedure Order.

34, ‘The Monitor shall cause the Notice to Creditors to be published in The Globe and

Mail national edition and the Simcoe Reformer on or before April 22, 2010.






