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SUPREME COURT OF NEWFOUNDLAND AND LABRADOR
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF an application by Canadian Imperial Bank of Commerce
for an order appointing BDO Canada Limited as Court-
Appointed Receiver of PTL Holdings Limited, PTL
Services (Equipment) Limited, CSL Services (Industrial)
Limited and 9263357 Canada Inc.

AND IN THE MATTER OF the Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3, as
amended
Estate No.
Court No.
BETWEEN:
CANADIAN IMPERIAL BANK OF COMMERCE
APPLICANT
AND:
PTL HOLDINGS LIMITED
FIRST RESPONDENT
AND:
PTL SERVICES (EQUIPMENT) LIMITED
SECOND RESPONDENT
AND:
CSL SERVICES (INDUSTRIAL) LIMITED
THIRD RESPONDENT
AND:
9263357 CANADA INC.
FOURTH RESPONDENT

AFFIDAVIT OF PHIL CLARKE

I, Phil Clarke, CPA, CA, CIRP, LIT, of Halifax, Nova Scotia, make oath and say as follows:

1. Tam a Senior Vice President of BDO Canada Limited (“BD0”), 255 Lacewood Drive, Suite
201, Halifax, Nova Scotia, B3M 4G2.

2. I have personal knowledge of the evidence sworn to in this affidavit except where otherwise
stated to be based on information and belief.

3. I state in this affidavit the source of any information that is not based on my own personal
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10.

.

knowledge and I state my belief of the source.

The purpose of this affidavit is to provide comment, on behalf of BDO in its capacity as
financial advisor to Canadian Imperial Bank of Commerce (“CIBC”), on the cash flow
projections of PTL Holdings Limited, PTL Services (Equipment) Limited, CSL Services
(Industrial) Limited and 9263357 Canada Inc. (the “Companies”) as set out in the
Companies’ cash flow projections from April 21, 2018 to June 30, 2018, a copy of which is
attached as Exhibit “W” to the affidavit of Supriya Sarin sworn on May 4, 2018 and attached
to this affidavit as Exhibit “A”.

The cash flow projections were provided to CIBC and BDO, by the Companies, on April 27,
2018

CIBC lending agreement set a maximum balance on the operating line of credit of
$2,000,000.

The cash flow forecast shows the Companies cash position being extremely limited through
to June 9, 2018, yet significantly improving from June 9 to June 30, 2018, with a forecasted
credit balance on the operating line of credit of $1,001,113 on June 30, 2018.

This improvement is primarily based on forecasted cash receipts from a significant
contract(s) with North Atlantic Refining Limited (“NARL”) and assumes receipt of a
corporate tax refund.

This forecast does not incorporate certain required payments and includes an overly
optimistic estimate of an income tax refund.

When adjusted for these items, and removing certain payments on arrears, as set out in
Exhibit “B”, it forecasts that operations do not improve the cash position of the Companies
and that they will run out of cash on or before July 3, 2018 with an estimated line of credit
position of $2,169,785 on June 30, 2018 against a maximum operating line of credit of
$2,000,000.

SWORN TO at Ottawa, Province of Ontario,
this 9" day of May, 2018 before me

A Notary Pub%and For the Province of
Ontario

)
)
)
L A ) |
( ) <PHIL CLARKE,€PA, CA, CIRP, LIT
)
)



Index to Exhibits

Document Exhibit | Page
Companies’ cash flow forecast A 1
BDO adjustments to cash flow forecast B 13

#1857869




#1857869

This is Exhibit “A” to the affidavit of
Phil Clarke, sworn before me
this 10" day of May, 2018

)i

A Notary Pﬁic In and For the

Provin¢e of Ontario
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This is Exhibit “B” to the affidavit of
Phil Clarke, sworn before me
this 10" day of May, 2018

[/

A Notary Pyblic Tirand For the
Province of Ontario

#1857869
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_PTL Cash flow Forecast Reconciliation

Qperating' Line of Credit

June 30 (1,002,113)
(625,000) Corporate Tax Refund a
300,000 [HST arrears payments b
83,000 |Corporate Tax Installment C.
72,172 'HAPSET arrears payments d.
(939,000) |NARL Subcontrator payment - July 3 e
- 7 (58,844) NARL Union Dues payment - July 15 f
Adjusted June 30 (2,169,785) -

(2,000,000) Maximum Operating Line of Credit
Notes:

a. Corporate tax refund of $625,000 is forecasted to be received on June 30, 2018. The refund is
primarily in PTL Services (Equipment) Limited. The Companies have advised that the tax
return was filed near the end of April 2018. It is unlikely that Canada Revenue Agency
(“CRA”) will issue a full refund in the timeframe forecasted, and when PTL Services
(Equipment) Limited the same company, has approximately $207,707 in HST arrears. This
assumption is optimistic.

b. The Companies have advised that they have a verbal agreement with CRA to pay the
outstanding HST arrears over six (6) months and intend to use the net PTL Services
(Equipment) Limited corporate tax refund, once received, to pay the HST arrears liability of
all Companies. The cash flow forecast has been adjusted to remove the arrears payments
given that the Companies have, since January 2018, not been able to keep current on HST
payments as shown by the increasing HST liability. In addition, once you factor in the
inclusion of certain operating costs the Companies’ forecast does not have sufficient cash
flow to make these arrears payments.

c. The Companies forecast the payment of a corporate tax installment of $83,000 the week of
May 5, 2018. Given the significant cash constraints once you factor in the inclusion of
certain operating costs the Companies’ forecast does not have sufficient cash flow to make
these arrears payments.

d. The Companies have advised that a recent Health and Post Secondary Education Tax
(“HAPSET™) audit has identified additional amounts payable from previous periods. The
total amount payable has not been reported but requires payments of $36,086 per month.
Given the significant cash constraints once you factor in the inclusion of certain operating
costs the Companies’ forecast does not have sufficient cash flow to make these arrears
payments.

#1857869
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€.

The Companies have a contract(s) with a significant customer, NARL, which are ongoing the
month of May 2018 and June 2018. The Companies’ cash flow forecast to June 30, 2018
includes all cash receipts for these contract(s) but excludes a significant sub-contractor
payment of $939,000 which is forecasted to be made on July 3, 2018. This contract should be
included in this forecast to match the cash costs against the cash receipts and show a
significant and material cash requirement that occurs the first working day after the Canada
Day weekend.

The NARL contract(s) will be using local unionized labour, the costs of which are included
in the Companies’ cash flow forecast to June 30, 2018. The Companies’ cash flow forecast to
June 30, 2018 includes all the cash receipts for these contract(s) but excludes a significant
union dues payment related to this contract(s) of $58,844 which is forecasted to be made on
July 15, 2018. This contract should be included in this forecast to match the cash costs
against the cash receipts.





